


ways and means to “cut away the thicket of irrational and senseless regulations”
that had been strangling American productivity for much of the 1970s. Certainly,
the economic deregulatory efforts of this Administration have been impressive and
will save America billions of dollars that can be used for more investment, research
and development, and new jobs.

Yet, despite the major strides we have already made to revitalize the American
economy and to make our products and services more competitive worldwide, much
more remains to be done. There are still areas in which the federal government
inhibits the productivity of its citizenry. Often times, there is only so much we can
do, as a matter of administrative discretion, to correct excessive regulation.

For example, the Corporate Average Fuel Economy (CAFE) rules, originally
enacted in 1975, have been a major stumbling block for American automobile
manufacturers. These requirements create economic distortions in the market and
pressure American auto manufacturers to export jobs by importing cars and major
components to be sold under U.S. brand names. The end result is that the CAFE
rules dictate a certain product mix to the manufacturer that is not necessarily the
mix that consumers are looking to buy. The CAFE rules also handicap U.S.
companies in competition with foreign manufacturers of more luxurious cars. It
gofesn't take an economist to know that all of this adds up to an exacerbated trade

eficit.

Often intentions do not square with results. The original purpose of the CAFE
rules may have been to restrict excessive gasoline consumption, but that rationale is
now outdated given the dramatic improvements in fuel economy since the early 70s
and a deregulated oil market. The question is whether future adjustments should
be dictated by the marketplace or by government decrees.

The United States can successfully compete with any country in a free and open
atmosphere. But today, CAFE is hurting both American manufacturers and
American consumers: when regulatory shackles are placed around our ankles, we
find ourselves behind in the race. This Administration. has twice submitted
legislation to Congress to repeal the CAFE rules.

So far, the bill has shuffled around Capitol Hill, but no action has been taken.
Although not as desirable as CAFE repeal, recent action by the Senate in passing a
bill that modifies CAFE requirements to encourage car manufacturers to produce
passenger vehicles that are powered by ethanol, methanol or natural gas, is a step
in the right direction. This legislation (S. 1518) would enhance manufacturers’
ability to meet CAFE standards. It does so in a rather complicated way involving the
calculation of the fuel economy of so-called dual fuel vehicles -- those cars capable
of operating on gasoline as well as special fuels. For that reason, we would like to
see the bill simplified.

Nevertheless, | welcome this action by the Senate because this bill could provide
some needed relief from the distortions caused by the CAFE system, and | hope to
work with House and Senate leaders to enact final legislation.

However, all is not gloomy for the American automobile industry. While it has
not been at the forefront of this country’s overall economic resurgence, it has
enjoyed several solid years of sales. In 1982, there were 7.7 million domestic car and
light truck sales. As a result of enormous rebates in the mid-80s, this number soared
to 11.8 million in 1986. Last year, domestic car and light truck sales stood at 10.8
million. At the same time, however, Americans are buying more imported cars than
ever before. In 1984, imports accounted for 23.5 percent of the entire automobile
market Last year, we saw that percentage rise to over 31. Despite this, | believe it
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accidents, and even more encouraging, there was a 26 percent drop in the teenage
drunk driving category. All fifty states have adopted laws raising the minimum
drinking age to 21 years old. Since 1983, the DW! arrest rate for people from 18 to
20 has fallen by 14 percent. While 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. We're not likely to see further progress, and
we could 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 allow
the American people to become complacent. Complacency can quickly translate
into deaths on our roads. You and ! spend much of our time working on safety as a
technical or policy issue. But I'm sure all of us here know someone whose life has
been marred by a serious traffic accident. The deep sense of pain and needless loss
has devastated families in every town in every state in the nation.

One shocking statistic that has grabbed a lot of press attention is the fact that
one-quarter of those jailed for drunken driving in 1983 had consumed at least 20
beers, or 13 mixed drinks, before they were pulled over. These people shouldn’t
have been walking, let alone getting behind the wheel of an automobile.
Currently, in 23 states, a police officer can suspend a drunk driver’s license on the
spot if he fails a chemical test or refuses to take it. Such enforcement measures are
critical if we are ever going to truly get this problem under control.

While driving sober is good, driving sober and wearing a safety belt is even
better. Today, 32 states have enacted safety belt laws, ang there are similar bills
pending in nine other states. When | spoke to you four years ago, not a single state
had enacted legislation mandating safety belt usage.

Also, back in 1984, national safety belt usage was at 14 percent. Last year it
stood at 42 percent. Of course we'd like to see 100 percent usage, and we expect
that our ongoing public education campaign will continue to encourage more
people to buckle up. NHTSA estimates that increased safety belt usage has saved
8,000 lives since 1983. Last year alone about 2,450 lives were saved, with more
than half of those due to safety belt laws.

As you know, my predecessor's decision on Rule 208 concerning passive restraints
is the primary reason seat belt laws have been enacted in so many states. In a way
that is unique in federal regulatory history, she invited the American people to
participate in sorting out this 20-year-old issue through their state legislatures. If
legislatures enacted seat belt laws meeting a set of criteria designed to assure their
effectiveness, and if those laws covered at least two-thirds of the American people,
then passive restraints would not be required. Otherwise, Rule 208 was to be
phased in.

You know what happened. Seat belt law advocates redoubled their efforts,
while passive restraint advocates fought to make sure that the laws did not quite fit
our criteria. The result has been passage of laws that cover more than 85 percent of
the population, while passive restraints are being built into 25 percent of all cars
sold in the U.S. this year, 40 percent next year and 100 percent thereafter. The
combination of laws and belts will save tens of thousands of lives in the years to
come.

In closing, | would like to return to the theme with which | began: America’s
competitive spirit. |1 don’t have to tell you that creativity and productivity are the
keys to the wealth of our country. American wealth comes out of the brains and
energy of its people, and is therefore potentially inexhaustible. President Reagan'’s
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served has increased. Airline companies have sacrificed profits in order to keep
fares low. People of all social classes, not just the big shots, have begun to fly
instead of wasting days in cars, buses and trains. Thousands of jobs have been
created.” The author continues facetiously, “It's a crisis!”

In other words, economic deregulation of the airline industry has been the
greatest populist reform since World War . Besides causing airport congestion
through increased airline activity, economic deregulation has allowed the rapid
evolution of hub and spoke systems. This development has turned the spotlight on
the decades-old problem in aviation that Congress, the aviation community and the
general public have begun to recognize: the FAA, in its current form, is not well-
suited to keep pace with the intricate, dynamic nature of U.S. aviation.

There are a number of different proposals to change the FAA now floating
around Washington. As we continue discussing their merits, | believe firmly that
each proposal should be judged on the basis of whether it fulfills the following five
criteria:

® First, it must address the problem of rigid personnel rules that prevent
efficient deployment of key personnel.

® Second, it must remove the burden of abstruse procurement rules that prevent
timely acquisition of new technology.

® Third, the proposal must liberate the air traffic control system from the
uncertainties of the federal appropriations process and ensure adequate
resources on a long-term basis.

® Fourth, the proposal must provide adequate oversight and maximum
accountability in the regulation of safety.

e Fifth and finally, there must be uniformity and consistency in both safety
regulation and in the delivery of air traffic control services at all levels of the
organization.

The problems at the FAA are not with the people. The FAA is filled with
competent, committed professionals. The present structure of the agency,
however, puts them in an untenable situation. Our nation’s air traffic controllers
and other key staff need and deserve a business-like working environment, and any
proposal to reform the FAA should ensure that is the case.

When one examines the current structure of the FAA, it is clear that it is different
from most other federal agencies. The FAA combines three distinct -- and often
conflicting -- missions. First, it must enforce and establish safety regulations for a
private industry, a policing role. Second, as a service provider, it operates the air
traffic control system for the benefit of public and private aviation. Third, it is
directed by statute and takes seriously its responsibilit'y “to encourage and foster
the development of civil aeronautics and air commerce.”

How can we reasonably expect the FAA or any other entity to be a service

industry, a promotional bureau, and at the same time act as an enforcement
agency?
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Although the potential in space is limitless, the progress of the U.S. space
program has been limited in recent years. | want to talk about what went wrong in
the U.S. space program, and how President Reagan'’s February directive completed
the process of fundamentally reshaping our role in space.

In the formative years of our space program, as you all know, NASA developed
and constructed expendable launch vehicles for its spacecraft and satellites. Then in
the mid-'60s, as a commercial satellite industry began to develop, NASA began
launching those satellites as well. That may have been a natural step for an
endeavor that seemed risky and overwhelming at the time. We now know,
however, that that first step toward a government monopoly in space
transportation was really a step backward, which has had two tragic results over the
last two decades. First, NASA became too involved in marketing, which inevitably
detracted from its original mission of scientific and technological research and
development. Secondg, commercial space launch activity became closed to the
technological innovation and cost efficiency that results from free market
participation.

It is worth remembering here how aviation technology was devgloped under
NASA’s predecessor, NACA (National Advisory Committee for Aeronautics). NACA
and the Defense Department played a large role in the development of aviation
technology, but the resulting transportation business was handled by the private
airline industry. What if, today, we had one federally-owned airline? Would 450
million passengers be flying at affordable prices?

These questions bear out the thesis that one government agency cannot
simultaneously and successfully fulfill the scientific, commercial, and military
demands for transportation to space of a highly industrialized nation. In its quest to
do so, NASA was operating under intense pressure at the time of the Challenger
tragedy. The agency had heavy calendar commitments with U.S. government,
international and private customers. And, as we later learned from the Rogers
Commission, the shuttle system wouldn’t have come close to meeting its 1986
schedule even without the Challenger disaster.

Well before Challenger, President Reagan began the process of establishing the
federal policies necessary to foster a competitive U.S. launch industry. In 1984, the
President designated tine Department of Transportation as lead agency for
encouraging and guiding this new industry. This was followed by passage of the
Commercial Space Launch Act. But the launch industry continued to face
suffocating competition from its own government until the President’'s 1986
announcement that the shuttle would no longer carry commercial or foreign
satellites, with the exception of shuttle-unique missions or missions with national
security significance. The recent Presidential Directive on National Space Policy
reaffirmed the 1986 decision to break the government monopoly on launches of
routine commercial payloads. The directive provides a clear framework for scientific
exploration and technology development, for recognition of national security
prciiorities, and for the emergence of a robust, competitive commercial space
industry.

1'm sure you're familiar with the guidelines of the President’s plan. We are
inviting the marketplace to work; lower prices and customer service have become
priorities. In the less than two years since the President’s shuttle announcement,
American companies have signed contracts to launch 14 satellites, and there are
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each outspending us by a factor of three. In 1986, it is estimated that the Soviets

launched to earth orbit 91 times, while the U.S. launched to earth orbit 10 times.

;hen in 1987, the Soviets launched to earth orbit approximately 95 times, the U.S. --
times.

Further, while the Soviets have expressed a strong interest in launching U.S.
payloads on their Proton launch vehicle, they do not allow American companies to
launch any of their payloads. | find this entirely predictable: the Soviets are taking
clever advantage of our space-launch hiatus, luring firms with their government-
financed launchings. | am opposed to allowing any U.S. firm to use a Soviet
launcher, regardless of whether the threat of technology transfer is posed.

| perceive a danger to our national security in the Soviet enticement of launch
contracts with their artificially low prices. American companies are looking for
inexpensive rides for their payloads. If we ever allowed the American use of Soviet
launchers to become a pattern, the Soviets’ already mature launch capability would
be further strengthened, while our launch facilities could lie rotting on the ground.
The U.S. simply cannot let itself fall in the trap again of only having one viable
launch system. For this reason, | think the decision to license Payload Systems’
experiment aboard the Mir station was wrong. Remember this dictum from the
Soviet Dictionary of Basic Military Terms: “Mastery of space is an important
prerequisite for achieving victory in war.” Paying the Soviet Union with U.S. hard
currency to help them build a launch capacity that could be used against us or our
allies in wartime is unwise. In addition, it would be foolhardy for this nation to
allow our critical telecommunications industry to become, in any shape or form,
dependent on our adversary’s access to space.

While some of this may be unsettling, the U.S. can still emerge unscathed. It is
imperative that we push forward with the President’s well-organized, economically-
sound space program. Today, we are in a position where NASA can rededicate itself
to research and development, concentrating on exciting scientific prospects such as
the Hubble space telescope and the advanced x-ray astrophysical facility.

The final goal of President Reagan’s recent directive is to “expand human
presence and activity beyond Earth orbit into the solar system.” We still know
almost nothing, compared to what we will someday know, about what lies out
there. And nearly as unknown are the shorter-term potentials and surprises of
space. Remember that approximately 75 percent of products on the U.S. market
today did not exist at the close of WW Il. We can hypothesize that space activities,
such as the manufacturing of various metals, medicines and very pure crystals, will
add tens of billions of dollars to our GNP. And we know, for instance, that certain
medicines can be made in space more rapidly and in purer form than on earth.

Space has overwhelming importance in nearly every field of our lives:
commercial, scientific, political and military. For the first time in many years, we
now have a sound framework for both public and private U.S. space activities.
Whether we take full advantage of the opportunities provided by that framework is
gne %f the two or three most important public policy issues we will face in the next

ecade.
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When he sold his shares several years later they were worth $12.5 million, and it
was obvious that the automobile was here to stay.

But, thankfully, the automotive industry in this country has, from the outset,
been led by men and women who understood the importance of innovation, of long-
term vision. They have built cars that are technologically better and still safer.

You know that the Reagan Administration’s approach to managing NHTSA’s
important responsibilities has been considerably different from the previous
administration. Some of you agree with our approach -- and some of youdo not.

It’s been said that one problem with government is that it can’t be judged by the
same yardstick as the private sector. There’s no bottom line. Yet I'm convinced we
have an exception to that when it comes to evaluating NHTSA’s effectiveness. The
agency’s statutory charter states, among other things, that NHTSA is “...to reduce
the mounting number of deaths, injuries, and economic losses resulting from traffic
accidents on the nation’s highways...” So what it comes down to is the question of
vihether NHTSA’s policies are having such an effect. There is a bottom line -- a very
clear one.

In 1981, this Administration inherited the results of an auto safety approach that
put most of the marbles into federal vehicle regulation and very little into the
human side of the equation. Fatalities that year topped the 51,000 mark. In fact, the
former NHTSA Administrator predicted that the advent of smaller, downsized cars --
which she endorsed for fuel economy -- would mean more deaths on our highways --
unless, of course, still more regulations could be rushed to the Federal Register.

We have taken a different approach, attempting to influence driver behavior as
well as issue new regulations that will have clear safety benefits.

The fatality rate, the best measure we have of the degree of risk on the road, was
3.3 deaths per 100 million miles of travel in 1977, 1978, 1979, and 1980. By last
year, the fatality rate was down to 2.4, a 25 percent decline since 1980. In other
words, had the 1980 rate not declined, an additional 17,000 Americans would have
died on our highways last year.

The most important example of the value of considering both human factors and
equipment standards, and the interplay between them, is how the passive restraint
debate was resolved after two decades. Contrary to popular myth that is still
encouraged by some today, “208” asissued by the Carter Administration was never
an “air bag standard.” By 1981 it became apparent that automobile manufacturers
planned to install the automatic seat belts in approximately 99 percent of the new
cars. For this reason, the lifesaving potential of airbags would not be realized.”

Well, that’s changed, too. Today we have people using their belts and airbag-
equipped cars are available in the marketplace. As you know, my predecessor’s
decision on Rule 208 concerning passive restraints is the primary reason seat belt
laws have been enacted in so many states. In a way that is unique in federal
regulatory history, she invited the American people to participate in sorting out this
20-year-old issue through their state legislatures. If legislatures enacted seat belt
laws meeting a set of criteria designed to assure their effectiveness, and if those laws
covered at least two-thirds of the American people, then passive restraints would not
be required. Otherwise, Standard 208 was to be phased in, and it included a specific
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quilt of state drinking laws that often encouraged young people to cross state lines
for liquor -- what used to be called “blood borders.”

We pitched in with grassroots organizations such as Mothers Against Drunk
Driving (MADD), Students Against Driving Drunk (SADD) and the auto dealers,
Dealers Against Drunk Drivers (DADD), who were working hard to put the drunk
driving issue on the front burner. Recently, I participated in the newest effort -- a
national campaign called “Think...Don’t Drive With Drugs or Drink!,” which
includes public service announcements and video featuring Aretha Franklin. The
news media have been particularly helpful in publicizing the work of these groups,
devoting an unprecedented amount of space to the subject. We’ll need more of the
same help in the years ahead if we are to build on the progress we’ve already made.

This Administration’s legacy to the drunk driving movement is that we have
helped put in place a permanent infrastructure to deal with it, one that involves
government at the national, state and community levels, the business community
and citizen groups.

I am also proud of our record in the enforcement area. The NHTSA enforcement
program is staffed by dedicated career professionals. Identifying the cause of a
suspected safety defect in today’s complex motor vehicles is a demanding task. Our
people are vigilant and persistent in seeing that defective motor vehicles and
equipment are removed from the road.

Reporters who do not cover NHTSA regularly are usually surprised to learn that
there have only been eight forced recalls in its history. The agency pushes for
voluntary recalls whenever possible, because it produces results sooner, avoids the
need for protracted legal confrontations and ultimately benefits consumers by
remedying safety problems sooner. Here again, if you ask the American people, they
want problems fixed and aren’t really concerned if a recallis forced or voluntary.

Once again, facts speak for themselves. In 1987, 8,740,000 motor vehicles were
recalled in 162 campaigns. Only twice in the agency’s history have more vehicles
been recalled. Contrast this with the X-car brake case, which dragged through the
court for four and a half years before we lost it.

Finally, I'd like to say a few words about CAFE. The greatest contribution we can
make to keeping automotive jobs in the United States and to making our auto
industry competitive on a worldwide basis is to repeal the dinosaur we call CAFE.
This is an issue that needs to be resolved quickly and on the side of the American
worker. CAFE is not an energy conservation issue today -- it’s a jobs preservation
issue.

These requirements create economic distortions in the market and pressure
American auto manufacturers to export jobs by importing cars and major
components to be sold under U.S. brand names. The end result is that the CAFE
rules dictate a certain product mix to the manufacturer that is not necessarily the
mix that consumers are looking to buy. The CAFE rules also handicap U.S.
companies in competition with foreign manufacturers of more luxurious cars. It
do?-sn’t take an economist to know that all of this adds up to an exacerbated trade
deficit.

Often intentions do not square with results. The original purpose of the CAFE
rules may have been to restrict excessive gasoline consumption, but that rationale is

-more -









This improvement didn’t just come about on its own. Both rail labor and
management have contributed to safer rails by renewing their commitment to
safety in their daily business. Further, the FRA’s safety program, coupled with the
relative health of the industry, also played a significant role.

While all this is certainly very positive news, we cannot ignore the fact that there
are serious problems that need to be addressed if we are to continue to improve on
our safety record. We have been largely successful in reducing the number of
accidents caused by track, signals and equipment failures -- which have declined by
75 percent this decade -- but what are called human-factor accidents are still a
major problem. A recent General Accounting Office report studied 55 major rail
accidents and found that in 20 percent of the cases, one or more of the train crews
tested positive for drugs or alcohol. Our own Federal Railroad Administration study
of 176 major collisions echoes the GAO findings. While the final figures are not yet
tabulated, dru? or alcohol use appeared among personnel involved in roughly 65
percent of the fatalities we suffered last year.

During the 14-month period beginning with the Chase, Maryland accident last
January, the nation’s railroads experienced 37 accidents in which one or more
employees tested positive for illegal drugs and four in which one or more
employees tested positive for alcohol. Twenty-nine people died in those accidents,
and 341 were injured. Property damage exceeded $31 million. Just last week, we
announced that five Metro-North commuter railroad employees had traces of drugs
in their bodies when two trains collided just north of New York City last month.

Every day we ask the traveling public to put its trust in our transportation system
and those who operate it. We don’t need another rail disaster involving drugs to
tell us that the railroad industry is not exempt from the drug epidemic. At the
Department of Transportation, we are totally committed to creating a drug-free
transportation environment. Asyou know, we already have in place a program to
test railroad employees during pre-employment physicals, after major train
accidents and upon reasonable cause. Even though the Ninth Circuit Court of
Appealsrecently ruled against such testing, its decision has been stayed pending our
appeal to the Supreme Court. I'm confident this absurd ruling will be overturned.

Two weeks ago, | announced a proposed rule that calls for random drug testing
of railroad employees in safety-related positions. This comes on the heels of a
similar proposal for the aviation industry, and a testing program for 30,000
Department of Transportation employees in sensitive safety or security positions,
which we began last September.

This rulemaking would require all carriers subject to Federal Railroad
Administration jurisdiction to establish random drug testing programs. The
proposed rule would only apply to railroad employees covered by the Hours of
Service Act, including engineers, brakemen, conductors and yard workers directly
involved in the movement of trains. We are also seeking comments on options for
rehabilitation and discipline of those who test positive for drug abuse.

All carriers subject to FRA jurisdiction would be required to establish random
drug testing programs. Employers would test for marijuana, cocaine, opiate,
amphetamine and PCP use. Independent, HHS-certified laboratories would conduct
the testing to ensure fairness and accuracy.
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transportation needs that are not being met by existing transit systems. These
problems have led my Department to consider the role of the private sector in
addressing our public transportation problems.

We seek to improve transit services and their financing through the creation of a
competitive environment within the transit industry, and by significantly increasing
private sector participation in the financing of transit’s capital investments. We
must incorporate marketplace discipline into public operations by contracting out
some services. This will eventually make the private sector an ally rather than an
adversary in operations, maintenance and financing of mass transit projects.

The ECMT report on “Financing Urban Public Transport,” in which we were
pleased to participate, shows that many of you are also facing problems and are
considering giving the private sector a greater role in providing transit services.

A special office of private sector initiatives in the Urban Mass Transportation
Administration of my Department was created to promote private sector
involvement and a more competitive environment in public transportation. The
office oversees compliance with our private sector policy, ensuring that private
sector options or opportunities are considered in providing urban mass transit
services. UMTA also works with communities, public agencies, and private interests
to help create public-private partnerships in transit.

We have established a technical assistance program, the public-private
transportation network, or PPTN. This is a way to get immediate help to those
parties who are interested in exploring and implementing private sector initiatives.
We view this kind of hands-on support system as essential to the success of any
privatization program.

Our discretionary grant program now gives priority to applications from systems
that demonstrate significant use of competitively bid services and private sector
opportunities. We have also provided 100 percent funding for studies of private
sector alternatives (the normal federal match is 80 percent).

These efforts are buttressed by a national competitive service board. It consists
of private and public operators, representatives of state and local governments, and
other interest groups that discuss private sector implementation issues and develop
models for solving problems.

One initiative that | am particularly excited about is our new challenge grant
program that encourages small businesses to respond to changing local
transportation demands. The so-called “entrepreneurial services program”
provides seed money to assist projects that promise to reduce traffic congestion. It
also awards grants to help demonstrate new ways to deal with planning and
organization issues. Examples include:

Inner-city circulation services -- dependable route services tailored to meet the
needs of transit-dependent, economically disadvantaged and elderly residents;
such projects are found in Chicago, Miami and Orlando, Florida and Laurel,
MarylanJ.

Reverse commute services -- fast, clean, services to lure more affluent
suburbanites out of their cars and reduce congestion during rush hours; such
projects are found in San Francisco and Sacramento, California.

Demand response services -- telephone-dispatched, door-to-door services for the
elderly and handicapped, as well as feeder weekend, and late night services that are
often too expensive for conventional public transit systems to perform; and
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two states, further underlining the logic of relying on states, localities and the
private sector for development of this form of transportation.

The project that is most advanced at this point is in the State of Florida, which is
considering high-speed service for a Miami-Tampa-Orlando corridor. Florida has
appointed a high-speed rail commission and given it bonding and eminent domain
powers. One of the most interesting aspects of this project is its financing
arrangements. Recognizing that the net revenues from the new rail line itself
would probably be insufficient to pay bond holders, the State of Florida plans to
reserve exclusive development rights to the competitively selected builder of the
system. The practice of awarding development rights to a transportation company
is a time honored method throughout the world for getting a project started.
Perhaps the most important example in U.S. history is the building of
transcontinental railroads by private firms which were given large tracts of land to
develop adjacent to their lines. At this time the Florida commission is evaluating
proposals from two applicants and expects to compete its review in late September
of this year. However, construction is not expected to begin before 1991. Both
applicants have important European connections. They are the TGV Corporation --
sponsored by the French company Alsthom, and using the same technology as the
French TGV -- and the Florida High-speed Rail Corporation, whose technology
comes from the Swedish/Swiss firm of ASEA Brown Boberi.

Another location that has been studied for a possible high-speed rail service is
the route between Los Angeles, California and Las Vegas, Nevada in the Western
United States. This feasibility study was partially funded through the Federal
Railroad Administration of the U.S. Department of Transportation. The report
concludes that high-speed rail is feasible in this particular market. As it stands now,
the two-lane highway that runs most of the distance between Los Angeles and Las
Vegas is regularly backed up with long traffic jams. A bi-state commission, with
members from California and Nevada, has been formed to oversee the development
and implementation of the service.

Yet another encouraging development occurred this past March, when the
Federal Railroad Administration concluded an agreement to award a grant to the
Texas Turnpike Authority to study the feasibility of high-speed rail service linking
the Texas cities of Houston, Dallas, Forth Worth, Austin and San Antonio. The study
will focus initially on the Houston to Dallas segment. The Texas Turnpike Authority
is considering the issuance of bonds to underwrite part of the Houston-Dallas line
construction.

Currently, the New York State Department of Transportation is investigating
upgrading its Buffalo-New York City corridor service. The state is also cooperating
with Vermont, the Province of Quebec, and the city of Montreal on a study of a high
speed line between Montreal and New York City.

Studies have been undertaken in at least four other markets in the U.S. in
response to interest in high-speed rail. The conclusions of the various studies have
varied. In most cases they have concluded that ticket revenues are sufficient to pay
for operating costs, provide for future maintenance and vehicle replacement, and
make some contribution to the repayment of funds borrowed to build the system.
There is recognition that other long-term financing sources are essential. Concepts
are being consider:d such as real estate development rights, tax exempt bonds,
state governments paying for some costs such as grade crossing elimination, and
sharing of existing government-owned highway rights-of-way. '
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These developments have brought our aviation and shipping interests closer.
Yet, there are a few continuing problems which, unless resolved, could stall the
progress we are beginning to enjoy.

For some time the United States government has been dissatisfied with the high
levels of air navigation landing fees charged to our carriers by Eurocontrol. Next
month we plan to meet with a number of nations represented here today regarding
such continuing problems. This builds on progress made at meetings last fall with
Eurocontrol countries, during which we argued that underlying cost allocations
violate ICAO guidelines and that the weight-related formula unfairly burdens U.S.
airIir_\gls.. It will be to all our benefit if these differences can be resolved as soon as
possible.

Also hindering relations among many of our countries are complications with
the use of airline computer reservations systems. As many of you know, we feel that
there is widespread and overt bias against display of U.S. flight information in many
European systems. The bias is often so extreme as to exclude competitor flights
from the display. | am hopeful that current deliberations of the EEC and ECAC on
the formulation of a CRS code of conduct will result in the elimination of anti-
competitive elements. Having been through a similar exercise ourselves several
years ago, which resulted in rules for our CRS industry, we in the United States are
acutely aware of the magnitude and complexity of this task.

In this regard, | understand that the CRS policies under consideration might
effectively prohibit the practice of code sharing now commonly used by carriers to
integrate operations. On the marketing side, code sharing elevates interline
connecting service to online status thus improving the position of cooperating
airlines on the CRS screen. This appears to create concerns for many of you. | would
point out that code sharing has very positive service benefits. For example, code
sharing has allowed airlines in the United States to enter smaller markets and
provide alternative service. This practice has spread the benefits of service in many
markets where it might not have been attractive for a carrier to enter without the
lure of code sharing.

Let me add that we have had a miniscule number of consumer complaints about
this marketing and operational technique. Thisis in large part because carriers are
required by law to display notices in advertising and on CRS entries when code
sharing is employed. This approach encourages the airlines to provide additional
service, while protecting passengers from misleading information.

Another hitch in our aviation relationships pertains to airport user fees. U.S.
carriers are encountering this specific problem at London’s Heathrow Airport. For
the past seven years, the United States government has attempted to negotiate the
lowering of these fees which we do not believe are accurately cost-based. The final
charges for the 1988-1989 season were issued on March 21 of this year. These were
effective on April 1 but do not remedy the fact that U.S. airlines still pay a
disproportionate share of Heathrow charges. We are studying options for a
response, which could include the imposition of countervailing charges on British
airlines operating in the United States -- a regrettable but perhaps necessary step
given the lack of effort by the British Airport Authority to cooperate on a
reasonable solution.

All of us here today have a responsibility to address and resolve the difficulties
that complicate our transportation relationships. Reflecting on the experience of
regulatory reform in the United States, | know that consumers will be the ultimate
beneficiaries if we rededicate ourselves to learning from proven track records.
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carry an average of 1 million passengers, and 99.999 percent of these flights reach
their destinations without so much as a minor incident. I'm proud to say that our
aviation system is the safest in the world.

Railroad safety has also shown marked improvement during the deregulation
years. The train accident total, excluding grade crossing accidents, has declined
consistently since passage of reforms in 1980. It has gone from 8,205 to 2,525 in
1987.

- For trucking, the number of reported accidents and fatalities per 100 million
vehicle miles traveled declined steadily over the past seven years.

| have no intention of representing that the changes brought by deregulation in
the United States, for all their benefits came easily or painlessly. The reforms
changed travel, shipping and pricing patterns that were in place for several decades.
T}?ere vr\\/ere problems of transition, some of which we are still trying to work
through. !

While no system ultimately dependent on human judgments will ever be
flawless, we can minimize problems by applying some of the lessons we’ve learned
about international and domestic transportation. Experience shows that excessive
government control over commercial modes of transportation stunts economic
growth and burdens consumers with inflated prices.

The possibilities for the future of transportation are as broad and exciting as we
allow them to be. If we in government act selfishly, protectively, the great
opportunities available to bring people together -- to enhance engines for social
and ecogomic development -- will be lost. T%at is a prospect | doubt any of us wants
to consider.

So, as they say, “Let’s take the high road.” Let us pledge to work for open
transportation systems and cooperate in every way possible to bring the advantages
of open markets in trade and travel to our nations.

Thank you.
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