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This will be accomplished by bringing the parties together and
establishing a dialogue in a unique setting. The EJ Summit will
assist the Department in meeting the DOT Strategic Plan Goal 9:
Human and Natural Environment: Protect and Enhance
Communities and the Natural Environment Affected by
Transportation; and Outcome Goal 5: “Improve equity for low
income and minority communities concerning the benefits and
burdens of transportation facilities and services.”

Kenneth Wykle, Administrator, FHWA
Patrick Reilly, Chief Counsel, FTA
Professor Ed Lloyd, Columbia University
Nancy McFadden, General Counsel

(See Final Agenda for other speakers)

About 70, including 40 participants from state and local DOTs,
MPOs, academia, the NAACP and other civil rights and
organizations involved in Environmental Justice advocacy, and
the private sector. (See Participants List)

The problems/challenges related to public participation in
transportation planning. How can we ensure that all
communities share transportation burdens and benefits
equitably?

What actions are needed to ensure full participation of the
community in transportation decision making?

How can we communicate the pros, cons and benefits of
transportation projects more effectively?

Hotel meeting room with a large conference table for
participants with about 40-50 federal government observers
seated around the room.









idoos

WH PRESS

07/18/00 TUE 16:35 FAX 2024566210

Balanced against the prospect of greater efficiencies from massive consolidation is the risk of
reduced competition, particularly for business travelers. Because the major airlines have the
high frequencies and broad geographic scope that corporate travelers value, they are the principal
competitors for their business. Corporations rely on competition among the majors to get the
best deal (often in the form of an exclusive contract with one airline that provides for significant
discounts). If consolidation were to eliminate all but a few major airlines, many corporations
might have fewer alternatives for air travel.

In sum, airline consolidation, unlike airline deregulation, is an issue about which economists do
not all think alike. To be sure, individual mergers may make sense. But a massive consolidation
would be, at the very least, highly controversial.

Opening Foreign Markets. The second plank in the Administration's aviation policy has been
to open foreign markets. Since 1993, and working closely with industry, we have negotiated
Open Skies Agreements with 45 countnes (15 of them in Europe), and the result has been
significantly increased traffic, lower prices and more service optxons

Still, there's a lot left to do. At the top of our list is Bermuda 2, the high.ly restrictive bilateral
agreement between the U.S. and the UK that limits-access to Heathrow, the world's biggest and
most lucrative international hub, to a small club of airlines known as the Heathrow Four.
Bermuda 2 is an anomaly in the otherwise strong economic relationship between the Umted
States and Britain, two of the staunchest free-tradmg countries on earth.

Let me reiterate what Secretary Slater said on Friday, in reference to a possible merger between
British Airways and KLM. The U.S. will not allow British Airways to use a merger with KLM
as a "back door" to achieve greater access to our market. Moreover, if KLM comes under
effective control of British Airways while Bermuda 2 still governs US-UK air services, KLM
will immediately lose the benefits of the US-Netherlands Open Skies Agreement. KLM's chief
executive, Leo van Wijk, appeared to acknowledge that in a statement in Friday's Financial
Times. He said "a US-UK open skies agreement is a prerequisite” for a merger deal between
KIM and British Airways.

Let me also say for the record that the United States has no interest in any kind of "mini-deal"
with the UK. A mini-deal would only serve as a "steam valve" to ease the growing pressure on
the UK government for full liberalization. That is not in our interest.

Improving the Efficiency of Aviation Infrastructure. The Administration's third goal has
been to improve the efficiency of our aviation infrastructure -- particularly the air traffic control

. system. The Vice President made this issue a priority for the Administration early on, and we
have made significant progress working with the Congress. But it has not been nearly enough, as
the horrendous delay statistics demonstrate.

I want to argue today that this is a "predictable predicament.”" It reflects a mismatch between the -

nature of the services -- both air traffic control and airport landing services -- and the way we
provide those services. The predicament also illustrates Murphy's Law of Economic Policy.
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congested, major airports - partly because of limited space and commum'iy opposition to
noise - the importance of using existing capacity more intensively and wisely is apparent.

Like the TRB report, a forthcoming study from the Brookings Institution looks at the evidence
for predation, hub premiums, and other ways in which airlines' behavior may affect competition.
Although it reaches a different result from TRB on some of those issues, the overall conclusion
is similar; ‘

The industry's primary inefficiencies stem from government management of airport and
airspace capacity, which limits competition and compromises service.

In short, the leading economists in the country have concluded that pricing of ATC and airports
is perhaps the single most important thing the federal government could do to promote
competition in aviation, improve service and reduce congestion. And yet this idea is not even
under serious debate here in Washington. You are seeing Murphy's Law of Economic Policy in
action. :

I will not go through the litany of arguments made for why we should not price airspace and
airports. Suffice it to say there is considerable fear of the unknown and concern by some that
change will make them worse off. These concemns are legitimate issues for debate. But we
should deal with them as part of a serious debate about pricing rather than avoiding the debate
altogether.

Conclusion. Seven years after the Commission to Ensure a Strong Competitive Airline Industry,
the airlines are strong and competitive, reflecting an unflagging economy and the continued
success of airline deregulation. However, all of this good news has stretched the capacity of our
aviation infrastructure nearly to the limit.

The Congress and the Administration have made significant progress: Acquisition and personnel .
reform. A near-complete comprehensive cost accounting system. The Spring/Summer 2000

Plan and the extraordinary partnership it represents. And the excellent provisions in FAIR-21 on
slot controls and air traffic control governance.

But we still use a system for allocating airspace and airports that was designed for the pre-1978
era, when government decided which markets carriers could serve and what prices they could
charge. While airlines have developed the most sophisticated pricing models of any industry, we
have not introduced basic market-based pricing for allocating air traffic control and airports. The
predictable result is congestion, delays and unhappy passengers.

We can continue on our current course until our air travel system is significantly compromised
by its infrastructure. Or we can take the advice of the people who fought to bring us airline
deregulation. John Meyer, the legendary transportation economist who chaired the TRB panel
on aviation, said it best in a recent article that summed up the work of that group:

























































