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FEDERAL AVIATION ADMINISTRATION
REAUTHORIZATION

TUESDAY, FEBRUARY 11, 2003

U.S. SENATE,
COMMITTEE ON COMMERCE, SCIENCE, AND TRANSPORTATION,
Washington, DC.

The Committee met, pursuant to notice, at 9:30 a.m. in room SR—
253, Russell Senate Office Building, Hon. John McCain, Chairman
of the Committee, presiding.

OPENING STATEMENT OF HON. JOHN McCAIN,
U.S. SENATOR FROM ARIZONA

The CHAIRMAN. Good morning. Today’s hearing is the first in a
series of reauthorization hearings on the Federal Aviation Adminis-
tration’s programs. The FAA accounts expire this year, and it is
this Committee’s intention to develop and report out a reauthoriza-
tion proposal in a timely manner. To do that, it would be preferable
for us to have the administration’s reauthorization proposal in
hand. I would urge the administration to submit its reauthorization
proposal as soon as possible, which they have not done for a long
period of time. However, given the importance of this issue and the
number of other competing priorities in the Senate, we will move
forward without it if necessary.

The FAA is solely responsible for ensuring the safety and effi-
ciency of our Nation’s civil aviation system. The importance of the
aviation industry to our Nation’s economy has become all too evi-
dent in the months following the tragedy of September 11, 2001.
The industry is in a crisis that has deeply concerned this Com-
mittee. However, we must be equally concerned about the FAA and
its programs and work to ensure that our Nation’s aviation system
has the proper agency oversight. Our aviation system has been the
leader in safety and efficiency, and we must act this year to ensure
that this continues to be true.

The last reauthorization bill, AIR-21, enacted in 2000, provided
historic funding levels for investment in our aviation system. We
have made great progress in capacity and infrastructure improve-
ments, but we must continue to make the appropriate level of fund-
ing available to ensure that infrastructure is further improved, our
safety is maintained, and the security of our aviation passengers
remain a priority.

At the same time, we must be aware of the problems our airlines
face. Without an airline industry, there is no need to reauthorize
the FAA. This reauthorization will not be an especially easy task.
There will be many competing programs for a limited amount of
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money. Revenues going in the Aviation Trust Fund are declining.
We must make some tough decisions about funding and other
issues.

I remain committed to moving forward with the reauthorization
bill at a rapid pace. I know our new Subcommittee chair, Senator
Lott, along with Senator Rockefeller, and the continuing involve-
ment of other Members of the Committee, will make this happen,
and it is important.

I think we ought to look at this FAA reauthorization in the con-
text of two incredibly important issues, one, the crisis in the airline
industry. I met with some members of labor yesterday about how
we are going to address labor-management issues. Three airlines
are bankrupt. Some believe there will be more. That is one aspect
of this issue that directly affects the FAA, and the other is the
FAA’s interface with the TSA. I am not sure we have sorted that
out yet, and I would be very interested in hearing Mr. Mead or Ms.
Blakey’s comments on that.

We had a hearing last week on the TSA, and Mr. Mead informed
us, no one else did, that there is a $3.5 billion shortfall between
revenues and expenses just for the TSA. Where is money coming
out of? The Aviation Improvement Program. I do not think Ms.
Blakey thinks that is a good idea, do you, Ms. Blakey?

Ms. BLAKEY. No.

The CHAIRMAN. So we have some very, very serious issues to ad-
dress as part of this reauthorization, and by the way, on this issue
of funding, I do not know how you lay another tax on an airline
ticket. I do not know how you take more money out of AIP, which
leaves general revenue, but that will be, I think, part of the discus-
sion we have with the witnesses.

I want to thank the witnesses for being here today, and I want
to recognize Senator Lott, the distinguished Subcommittee Chair-
man, and then Senator Rockefeller.

STATEMENT OF HON. TRENT LOTT,
U.S. SENATOR FROM MISSISSIPPI

Senator LOTT. Thank you, Mr. Chairman. I congratulate you for
having this early hearing and for your commitment to moving the
FAA reauthorization bill this year. I had some meetings this past
weekend with our counterparts on the other side of the Capitol,
and they indicate that they plan to work aggressively on this issue
also and to have legislation ready in the House before Memorial
Day, so that is a positive sign, because at an earlier point, there
had been some indication maybe they were going to put the high-
way bill ahead of this bill, and now it looks like that may not be
the case, and I think that is the right thing to do.

I would like to welcome today’s witnesses and thank them for ap-
pearing before the Committee, and thank them for the job they do.
I am especially looking forward to hearing the proposals for the
FAA reauthorization from a fellow Mississippian’s viewpoint. The
administrator is originally from Tupelo, Mississippi, or at least she
grew up there, and I have been very impressed with the job she
has done, but that is what I expected from her with that back-
ground.
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Mr. Mead, also I must say that I enjoyed your testimony last
week, and I have told others how impressed I was with the job you
do in your role as the IG. You not only give a very close look at
programs and problems, you are honest about it, but you also try
to suggest ways that maybe we could deal with it, and boy, we
negd more of that, so I am looking forward to hearing from you
today.

As Chairman of the Aviation Subcommittee for this Congress,
one of my first priorities has been to meet with all segments of the
aviation industry. Senator Rockefeller has been doing that over the
years and, of course Senator McCain, to make sure we understand
everybody’s viewpoint and explore new ideas of how we can be
helpful to this very important part of America’s economy.

When I took the Chairmanship of this Subcommittee a good
friend said, why did you do that, they are having all kinds of prob-
lems, and I said, that is why, because I think this is too important
a segment of our economy to ignore the problems and not try to see
if there is something Congress can do.

A lot of the problems are going to have to be dealt with by the
industry, but this year is especially important, with security risks,
security costs, what we are going to do with regard to the impact
on the industry if there is a war that goes forward in Iraq, how
that would further affect the industry and, of course, the FAA re-
authorization, which is very important legislation.

I remember when we passed it last time it was not easy, and a
lot of give-and-take between this Committee and its leadership and
the appropriators in the Senate and the House. I hope maybe this
time it actually will not be quite that difficult, but it will take a
lot of work to get it done.

We plan to have several hearings. I have talked to Senator
McCain about other hearings we think will be necessary. I am
going to be visiting with Senator Rockefeller some more about his
view of how we can develop the legislation working with our Chair-
man and full Committee and Ranking Member.

In the immediate aftermath of 9/11, I think the Congress acted
incredibly responsible in trying to step up to the challenges that
aviation security was having, and the industry was having. Now
we need to go take a look at what we can do to help stabilize the
industry, look at the burdens we are putting on them, look at what
the future should be, what is the vision for aviation for the next
10 or 20 years. I do not think we do enough of that kind of think-
ing, and I enjoyed having a chance to talk with the administrator
about that.

We do need to look at ways to enhance safety, security, effi-
ciency, and competition. I am particularly interested in the air traf-
fic control systems, and the use of airport improvement programs.
We put lots of money into the air traffic control system, billions,
and yet, it still is not where we would like it to be, and I think
we are going to have to make sure that we have the capacity in
the future, when more demands do come along. We need to mod-
ernize the system and, obviously, it can be done.

We also have to pay attention to the impact we have had on air-
ports in terms of lost AIP funds, additional security demands, and
what are their responsibilities and our responsibilities.



4

This is going to be a bipartisan effort because this is something
our people deserve, they expect us to approach it that way, and be-
side that, it is one of the few areas that Senators legislate on that
we have to actually endure the consequences, and so we will be try-
ing very hard to do the right thing, and to be helpful and construc-
tive as this legislation is developed.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Rockefeller.

STATEMENT OF HON. JOHN D. ROCKEFELLER 1V,
U.S. SENATOR FROM WEST VIRGINIA

Senator ROCKEFELLER. Thank you, Mr. Chairman. I will be brief.
I agree with everything that Senator Lott said, and I do think that
the Airport Improvement Program is sacred, especially if you come
from Mississippi, West Virginia, Montana or Kansas, I do not know
about Arizona and Hawaii. You guys are kind of big, but to us it
is everything. It is everything.

We have got to look at our rural airports. We have got to make
sure the Trust Fund does not get vitiated. We have seen that hap-
pen so often. I think we have done the right thing since 9/11, but
having said that, we still have a lot more to do in terms of aviation
security. That is the linkage with TSA that Chairman McCain
mentioned.

But I agree with what has been said about both of you. I think
over the years, Mr. Mead, you have really proven yourself a stal-
wart. We have a lot of work to do, and thank you.

The CHAIRMAN. Senator Brownback.

STATEMENT OF HON. SAM BROWNBACK,
U.S. SENATOR FROM KANSAS

Senator BROWNBACK. Thank you, Mr. Chairman, and thanks for
holding the hearing. Welcome, administrator. Thanks for coming to
Wichita recently and touring the industry there. It is an important
sector, and it is important we do the reauthorization.

I just want to call your attention to one issue. It is a narrow
issue, and other people have talked about the bigger-frame issues,
which I agree with, but one that I am concerned about from my
home State and for the Central Region is a recent analysis on the
nonprimary entitlement programs within general aviation. This is
an analysis looking at the Central Region, it looked at my State as
well as the whole country. In FAA’s Central Region, which includes
Kansas, only 28 percent of the nonprimary airports would receive
the annual maximum entitlement compared to a regional average
of 66 percent.

Twenty-eight percent for the Central Region, 66 percent for a
normal region, and then looking at my State revealed that only 45
percent of Kansas’ nonprimary airports would be eligible to receive
the annual maximum entitlement of $150,000 compared to 70 per-
cent Nationwide, so 45 percent in my State, normally 70 percent.
I am concerned that we are not receiving the national average.

I know it is a narrow issue for your consideration. We need to
look at the broader issues as well, but it is a big concern to my
State, which is a State that is heavily dependent upon general
aviation. It is heavily dependent on these nonprimary airports for
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industry, for the building of the aircraft, and the use of them as
well. I would hope that you could at some point in time take a look
at that.

I look forward to your thoughts and comments about what we
can do for the state of the airline industry overall, that is obviously
in a great deal of difficulty. Thanks for being here.

The CHAIRMAN. Senator Inouye.

STATEMENT OF HON. DANIEL K. INOUYE,
U.S. SENATOR FROM HAWAII

Senator INOUYE. Thank you very much, Mr. Chairman. I am here
to thank Administrator Blakey and the FAA for the very consid-
erate and sensitive way you and the FAA responded to the special
needs of the State of Hawaii. As you are well aware, over 95 per-
cent of the people who travel to and from Hawaii do so by air, and
we are hostages to tourism. That is our major industry, and the
airlines play a major role in that. If it were not for the sensitive
and considerate way you have responded, I think we would be
bankrupt today, so I want to thank you personally.

Thank you very much.

The CHAIRMAN. Senator Burns.

STATEMENT OF HON. CONRAD BURNS,
U.S. SENATOR FROM MONTANA

Senator BURNS. Thank you, Mr. Chairman. I will put my state-
ment in the record. I just want to bring up a couple of points this
morning that we have heard, and a lot of concerns out of general
aviation, and with regard to the working relationship with TSA,
and maybe some rulemaking going on down there that is sort of
out of the loop, so to speak, or out of the box. We are concerned
about some of that in the name of homeland security, and I think
it goes back to the way we actually built the foundation of this
building, we left out a couple of gaps.

The Federal Government, I guess, has mandated the expansion
of the Air Marshal Program, which is doomed to fail. I wish we
would just do away with the Air Marshal Program right now. We
have authorized pilots to be armed in the cockpit. Now we have got
a bureaucracy that is putting them through hoops that should not
be even talked about, but I will tell you, in the sense of security,
why in the world do we allow our pilots to arm themselves and to
secure the flight deck, and then put a weapon back in the cabin?
That makes no sense at all.

We do not even build jails anymore where the guards are armed
inside the turnkey of the hardest criminals, and when you do that,
you change—and I know, if you have got another hijacking, I know
the first guy that is going to get jumped on. That is going to be
that Air Marshal, and the weapon gets in the wrong hands, and
that changes the landscape and the dynamics of that operation
quite a bit.

So I am not near the—when you did not have any other security
on there, maybe it had merit, but I think that merit is gone, and
actually is a detriment to our security right now, as far as oper-
ation of an airplane in the air.
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And I am kind of concerned about this rulemaking in a sense, be-
cause you know, everybody says public service is great, but the bu-
reaucracy has forgotten that it is service to our citizens. We have
got to stop putting people out of business that have been in oper-
ation a long, long time, and understand their business very well,
and we are just not communicating, and that is something that you
inherited, and I know you are not going to change that overnight,
but I just want you to know that we are aware of it here in Con-
gress, and I think we have to take some common sense steps as
far as security is concerned, and I think we can do that.

And the Chairman is exactly right. I do not see how we can put
another tax on an airline ticket, but there is some inaccuracy there,
but not—do not get me started on airline fares, because 1 was a
little upset last week. I can fly round-trip from here to San Fran-
cisco three times for what it cost me to fly once round-trip to Mon-
tana, so we are subsidizing the competitive routes, and that is of
great concern to me.

So thank you, Mr. Chairman, for this hearing. I look forward to
the testimony.

[The prepared statement of Senator Burns follows:]

PREPARED STATEMENT OF HON. CONRAD BURNS, U.S. SENATOR FROM MONTANA

Thank you Mr. Chairman for calling this important hearing regarding the Reau-
thorization of and the current state of the Federal Aviation Administration.

I am pleased to be here this morning to discuss FAA Reauthorization and the
plans that the administration has for aviation as well as transportation security.
Over the course of the past year and half we have witnessed many changes in our
national aviation system. While I believe we have made great strides in security I
also believe we have some questions that need answered.

I think it is important that we carefully consider all of the changes forced on avia-
tion both users and consumers in the name of security. Over the past year and a
half the Federal government has asked consumers to dramatically change their hab-
its on aircraft and in the airport. Some have accepted the so-called hassle factor as
a cost of travel while many have not.

In some cases, the Federal Government has grounded general aviation users from
flying at the cost of jobs and businesses. Over the past year and a half the Federal
Government has grounded general aviation businesses on several occasions. Some
of my colleagues believe we need to continue to do so in the name of security. Con-
gress needs to get out of the business of putting people out of business.

The Federal Government has asked the airports to forego badly needed AIP fund-
ing in order to pay for federally mandated security costs while significantly impair-
ing their ability to ensure revenue streams. Although many of the airports have ac-
cepted these costs, they have done so at their own expense. We need to find ways
to stretch taxpayer dollars by further streamlining the environmental assessment
process.

The Federal Government has mandated the expansion of an air marshal program
that is, according to media reports, failing miserably. Consequently, Congress has
deterred violence on commercial passenger aircraft by allowing pilots to carry weap-
ons on the flight deck but did not foresee the bureaucratic hurdles of implementa-
tion.

I am concerned that the voice of Congress is being shrugged off by some in the
Administration who believe they know what is better for the people of this country.
I would like to invite those individuals out to my state to explain a more secure
country is directly related to job loss and the end of family owned businesses.

This should be the root of our efforts as we enter this reauthorization process.

I realize the FAA is not responsible for the actions of TSA and Dept. of Homeland
Security but I would like to see accountability on behalf of the people who are now
unemployed or whose business has been forced out of the economy.

Finally, I would like to stress how important general and commercial aviation is
to rural America and states like Montana. Considering our long distances, sparsely
populated areas, and erratic climate, we are more dependent on aviation than most.
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I think it is very important that we ensure the future of regional airlines and the
Essential Air Service program. Policies that attack transportation in rural states at-
tack our economy, access to health care and standard of living.

During the negotiation on the reauthorization bill, we cannot, and should not,
allow a one-size fits all standard on rural states. There are many issues that will
nee(%l tobbﬁ addressed this year and I look forward to working with my colleagues
on this bill.

The CHAIRMAN. Thank you very much, Senator Burns. The prob-
lem that you cite obviously is exacerbated if we have major airlines
go out of business.

Anyway, Ms. Blakey, we would like to begin with you. Thank you
for appearing before the Committee today, and we look forward to
listening to your testimony, and you will need to pull the micro-
phone over in front of you.

STATEMENT OF HON. MARION C. BLAKEY, ADMINISTRATOR,
FEDERAL AVIATION ADMINISTRATION

Ms. BLAKEY. I do want to say thank you, and good morning,
Chairman McCain, Members of the Committee. It is a pleasure to
appear before you today for the first time as the Federal Aviation
Administrator, and before I begin, I do want to acknowledge the
new Chairman of the Aviation Subcommittee from the great State
of Mississippi, Senator Lott. Thank you very much.

The CHAIRMAN. He needed that, Ms. Blakey.

[Laughter.]

Ms. BLAKEY. Us Mississippians do stick together, I have to
admit, but I also want to thank this Committee, as a broader mat-
ter, for the speedy confirmation I received this fall. I was obviously
in a big rush to get to this relaxing job I am currently in, but I
very much appreciated the quick action on that. Thank you.

It is an honor to be here at the helm of this agency that has such
a vital and a dynamic mission. Over the past 5 months, and that
is all it has been, that I have been in this job, I have to tell you
I have witnessed not only the energy and dedication of the staff,
but the really formidable technical expertise of the employees of
the FAA, who work every single day to ensure and strengthen the
safety of the system. It is an agency, I believe, with truly excep-
tional talent, and I am very proud to represent them here today.

This year, we will work together to reauthorize the FAA’s pro-
grams. The administration is currently coordinating a reauthoriza-
tion proposal, as Chairman McCain noted, and I do believe it will
serve as a strong foundation for the development of reauthorization
legislation. I am looking forward to sharing that proposal with you
as soon as I possibly can.

It is a proposal that really has a fundamental underlying theme.
It is one that has been developed by Secretary Mineta: safer, sim-
pler, smarter. This concise statement underscores the U.S. Depart-
ment of Transportation these days, because we put a premium on
performance, on flexibility, and on accountability to deliver results,
and at the FAA, we are going to do our part to deliver that vision
as a part of reauthorization.

Now, to be successful, I must tell you I believe we have to build
on ATIR-21. Your hard work on this statute resulted in important
innovations in safety, and the environment, and it significantly in-
creased the levels of funding that we have available. Now, in my
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view, is not the time to stray from this course. What we need to
do is build on that important legislation.

Chairman McCain already articulated, as others did here, the se-
rious state of the airline industry. We know what is happening to
the revenues there. We know what is happening to our Trust Fund
as a result. This is the time for continuity, and for stability, which
is what AIR-21 provided us. There are refinements that are need-
ed, and you will see those reflected in our proposed legislation, but
the decision you made 3 years ago, were sound, and we believe we
should rely on them.

Understandably, the focus on this Committee, the Congress, and
the country as a whole has been on security for the last 16 months.
The results of your collective work, along with the TSA, have been
formidable. Those results speak for themselves—federalizing all
baggage screeners, ensuring all checked luggage is screened, and
augmenting security on the aircraft. Your efforts have without a
doubt made aviation much more secure.

The FAA did play an integral role in this. We contributed people,
and resources to assist the new agency at its start-up, and during
that same period, maintained our focus on safety. We continue to
work closely now with the TSA to guarantee that safety programs
are interrelated and well-coordinated with the security programs
without policy contradictions, and without requirements that over-
lap.

We also are working on a series of ongoing crisis management
exercises to test this working relationship, and to clarify our indi-
vidual responsibilities during all sorts of emergency situations.
Every day, we at the FAA help to ensure the safety of an airline
industry that is in serious economic peril. I know we all agree, at
the same time, safety cannot be shortchanged, no matter how
tough the economic circumstances are.

Just recently, I met with the FAA managers overseeing US Air-
ways and United Airlines, as well as with the senior safety man-
agers of those carriers. We met together to determine where we
were on employee training, internal airway oversight mechanisms,
and our own stepped-up inspection program internal to the FAA
supporting those airlines.

I am happy to tell you that those programs are adequately sup-
ported. In fact, I can report that both airlines fully maintained
their commitment to safety, even as, unfortunately, they are reduc-
ing other parts of their operation, and the FAA will continue its in-
creased oversight there as well.

At the same time, the FAA has got to continue to improve safety
for the entire aviation industry—and I stress the word, improve. By
becoming a more data-driven, more performance-based organiza-
tion, the FAA will be better able to prevent future accidents by
using data to detect problems in advance, by looking at disturbing
trends. An approach based on measurable facts allows us to iden-
tify hazards, analyze and assess risks in advance, prioritize ac-
tions, and measure and document results.

This approach, of course, places a premium on information-gath-
ering and -sharing, and that is why the FAA is committed to pro-
grams like the Flight Operation Quality Assurance Program, or
FOQA, as it is known, where airlines gather and analyze oper-
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ational data directly from the flight data recorders on an ongoing
basis. We are also committed to the Aviation Safety Action Pro-
gram, where we get confidential reporting of safety information.

As you now, AIR-21 made an important contribution with the
provision on FOQA that has greatly assisted the data-collection ef-
fort, and I am glad to tell you that that is going smoothly and in-
creasing as we speak. Thanks for your support on that.

In addition, data analysis plays an important role in the overall
Safer Skies initiative we have. As you know, the goal of Safer Skies
is to reduce the accident rate by 80 percent by 2007. Let us not
take that goal for granted. We are working very hard to achieve it.
It is a tough goal, but I can also tell you we are on track.

While our commitment to safety is paramount, we also must re-
main committed to expanding capacity, as many of you noted here
today already, throughout the system. Although the devastating ef-
fects of September 11 continue to impact the number of people who
fly in this country, recovery of traffic is inevitable. I think we all
agree on that, and now is the time, during this temporary down-
turn in air traffic, to focus on increasing airport capacity.

Both the President’s Executive Order on Environmental Stream-
lining and the $3.4 billion investment included in the President’s
2004 budget for the AIP program—and this is a number that, of
course, is consistent with AIR-21 funding levels as well—dem-
onstrate the administration’s commitment to expanding capacity.

I am very fond of a saying that the Aircraft Owners and Pilots
Association uses, a mile of road will get you a mile, a mile of run-
way will get you anywhere, and I think we need to really stress
that as we are talking to folks about why airport capacity is so tre-
mendously important.

With the current downturn, we have a unique opportunity to in-
crease capacity before it returns to the pre-9/11 levels. Increasing
the capacity can basically be accomplished in three ways. We have
new technologies, new procedures, and new pavement. We need all
three, and we have got to invest wisely in a way that is fiscally
sound, and is consistent with projected traffic forecasts and that
W(;l, at the same time, know that the three can maximize each
other.

I think we really have to be committed to avoiding the nightmare
delays that we experienced in the summer of 2000. We all remem-
ber those days too well, and we have to commit ourselves to avoid-
ing that.

And T have to tell you, I feel very strongly our work cannot stop
at our own borders. Aviation is a vital engine of economic well-
being for people everywhere. It is a driving force for thousands of
businesses and industries not only abroad, but here in an inter-
related, international system.

At first, we may think of many of those as having no relationship
to aviation but, in fact, they do. It is an enormous economic driver.
I therefore want to stress my commitment to strengthening the
FAA’s role in international aviation. We have to significantly step
up our global leadership, technology, aviation standards, and last
but not least, in raising the safety bar throughout the world. There
are some significant issues out there on that front, and we have to
address them.
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Finally, while the FAA is often focused on making improvements
in the system and around the world, the FAA has got to look at
the way we ourselves do business. We are committed to improving
our cost accounting process and becoming a performance-based or-
ganization. Currently, the FAA has implemented cost accounting in
two lines of business and several support organizations but, while
we currently track 80 percent of our costs on a monthly basis, we
still have a lot of work to do.

We plan to implement the program in the remaining three lines
of business this year, but there has been slippage on a new finan-
cial system which is called DELPHI. It is a Department-wide sys-
tem, and that is pushing some things back. This year, we will focus
on implementing DELPHI and converting the cost accounting sys-
tem to work effectively with DELPHI, and then, the next year,
2004, we are going to resume bringing on line the remaining three
lines of business so that we can manage all of our costs effectively.

The FAA has also worked hard, I have to tell you, to implement
performance-based pay system, a system that links organizational
goals and individual staff performance at every level, and demands
accountability. There is a lot more, again, that remains to be done
there, and we are working every day to bring more of our workforce
into this system, because we believe it is truly a foundation for be-
coming a genuinely performance-based organization.

Now, in closing, I have to simply note on a good news point that
this year marks the centennial, of course, of the historic Wright
Brothers flight at Kitty Hawk in 1903. When you look back on
those early days of aviation and at how truly dangerous aviation
and air travel was at that point, I think there is a tendency this
year to pat ourselves on the back, and a little back-patting would
not be a bad thing in the current climate, but I have to say at the
same time, while we marvel at everything that has been accom-
plished this last 100 years, complacency has no place in aviation.
Along with your help, we at the FAA look forward to charting an
even safer, a more dynamic next 100 years in aviation.

I look forward to your questions.

[The prepared statement of Ms. Blakey follows:]

PREPARED STATEMENT OF HON. MARION C. BLAKEY, ADMINISTRATOR,
FEDERAL AVIATION ADMINISTRATION

Chairman McCain, Senator Hollings, Members of the Committee, thank you for
the opportunity to appear before you today to discuss the state of the Federal Avia-
tion Administration (FAA). Before we begin I would like to acknowledge the new
Chairman of the Aviation Subcommittee, Senator Lott, from the great state of Mis-
sissippi. I look forward to working with him as well as the other Members of this
Committee during my tenure as Administrator. I would also like to take a moment
to thank the Members of the Committee for acting so expeditiously to confirm me
as Administrator last year. I very much appreciate your vote of confidence and
pledge to work hard to meet the demands of this challenging job.

As we are all aware, the FAA’s programs will be reauthorized this year, so this
hearing is well timed to establish a baseline for that discussion. The Administration
is preparing a reauthorization proposal that, I think, will serve as an excellent basis
for the development of reauthorization legislation.

As we consider reauthorization, one of the most pressing challenges we face is the
dire economic condition of the airline industry. Although several low-fare airlines
have remained profitable during this difficult time, two of our major carriers are in
bankruptcy and most of the others continue to incur financial losses. This Com-
mittee recognized the importance of this situation by holding your first hearing of
the 108th Congress on this issue. Your concern supports the fact that the airline
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industry, as we all know, is critical to the overall economic growth of this country.
While FAA has no authority over economic matters, it is critical to the FAA that
the desperate economic condition of some airlines in no way be permitted to com-
promise safety. It should also be noted that the downturn in air travel has de-
creased the amount of revenue being contributed to the Airport/Airway Trust Fund
at a time when FAA faces continued demands with respect to both safety and capac-
ity.

First, as always, let me address safety. Under the superb leadership of Secretary
Mineta, the Department’s emphasis on safety has never been greater. As a modal
Administrator within the Department, I consider myself to be, first and foremost,
a safety advocate. Last year was one of the safest ever—no accidents of scheduled
flights. While that record ended with the tragic accident in Charlotte earlier this
year, the accident just served to emphasize that our focus on safety and preventing
accidents cannot be affected by balance sheets. I'm sure my friends in the airlines
would be the first to agree, cost cutting by the airline industry cannot apply to safe-
ty.

I have personally met with the FAA managers overseeing US Airways and United
Airlines to satisfy myself that we have appropriately expanded our review of these
carriers. The approach we are taking with these carriers is to focus our safety over-
sight on areas that may be more at risk during a financial crisis. For example, we
want to ensure that employee training and internal oversight mechanisms are ade-
quately supported. Any cuts by the airlines in these areas could signal a funda-
mental crack in the safety foundation of the airline that would require immediate
FAA action. We are prepared to step in on a moment’s notice if we have evidence
of a deterioration of safety. To date, I am happy to report that we have seen both
airlines maintain their commitment to safety analysis and audits even as they re-
duce other parts of their operation.

With respect to FAA’s oversight of the industry as a whole, our challenge is to
maximize our inspector workforce to make the most of our resources to ensure that
unacceptable compromises are not being made by the airlines. We redirect our sur-
veillance resources to areas of concern that have been identified through an analysis
of our inspectors’ observations, industry data bases and consideration of the airline’s
overall financial and management condition. This is a proactive approach to make
sure that airlines have safety built into their operating systems and also ensure
comp}liance with safety regulations that will improve upon our excellent safety
record.

One of the things about which I feel very strongly, is that meaningful safety im-
provement will only be attained if we focus our efforts on making FAA a data driv-
en, performance based organization. Our safe system can become even safer if FAA
can get in front of accidents by using data to detect problems and disturbing trends.
In our system safety approach we are identifying hazards, assessing and analyzing
risks, prioritizing actions, and measuring and documenting results. This is a contin-
uous, data driven approach that places an emphasis on information gathering and
sharing. We need as much data as possible to make informed decisions, which is
why FAA is committed to programs like the Flight Operational Quality Assurance
(FOQA) and Aviation Safety Action Program (ASAP). AIR-21 contained a provision
on FOQA that has greatly assisted us in our data collection efforts. Data analysis
plays an important part in our Safer Skies initiative, which is all about taking ac-
tions that will achieve the greatest benefits in preventing accidents. When we start-
ed this initiative several years ago, the goal was to reduce the accident rate by 80
percent by 2007 and we are on track to do that.

One way we are keeping on track is by establishing agency goals each year that
we hold ourselves accountable to meeting. These goals represent the initiatives we
at FAA believe will do the most to improve safety, capacity and efficiency. Last year,
FAA met nine of the ten goals set. Our on-time flight arrival rates were up. Our
equipment-related delays were down. There were fewer accidents and fewer serious
runway incursions. The transition of FAA’s former security programs to the Trans-
portation Security Administration (TSA) was a smooth one. The one area where
FAA failed to meet the goal we set was in the area of operational errors. Even
though we were successful in reducing the overall number of errors by 11 percent
last year, we did not reduce the most serious category of errors and that is what
we must focus on this year. We hope to do that through increased management at-
tention, improved communications, and additional training. As of February 1, I am
happy to report that we have reduced overall errors by 11 percent and the most se-
rious category of errors by 12 percent. I am currently working to establish the stra-
tegic goals for my term.

Safety is a day in, day out commitment. By setting goals, staying focused and
holding ourselves accountable, we will demonstrate our commitment to safety.
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I want to note that, with respect to the transition of FAA’s former security func-
tions to the TSA, FAA will continue to work closely with TSA even as TSA becomes
part of the Department of Homeland Security. Although FAA’s role with respect to
security has changed, we remain defenders of the Homeland in a very real sense.
Security remains a vital component of safety and we will continue to work closely
with TSA in this critical area.

While our commitment to safety is extraordinarily important, we must also re-
main committed to expanding airport capacity. Although the devastating events of
September 11th continue to impact the number of people flying in this country, re-
covery of the system is inevitable. The temporary down turn in air travel affords
us with a great opportunity to continue to focus on increasing airport capacity with-
out unacceptable disruption to the system. In response to the costly, frustrating and
totally unacceptable delays that plagued the system in the summers of 1999 and
2000, the FAA made needed changes, such as identifying and addressing choke
points in the system, and developing and refining regular communications between
the airlines and the FAA command center to deal with daily problems in the system.

One of the studies FAA conducted revealed a number of airports with capacity
constraints that impacted the national airspace system (NAS) as a whole. FAA has
a real and important role to play in addressing the problems at these airports and
other airports throughout the country. The Administration’s commitment to remain
focused and take advantage of this temporary reduction in air traffic to expand ca-
pacity is evidenced by both the President’s Executive Order on environmental
streamlining and the $3.4 billion investment included in the President’s 2004 budg-
et for the Airport Improvement Program (AIP), a number consistent with the fund-
ing in AIR-21.

The President’s Executive Order (EO) recognizes that needed capacity projects are
essential to the well-being of the American people and a strong economy, but have
too often been unnecessarily delayed by inefficient review processes. The EO estab-
lished a high-level interagency Task Force chaired by the Secretary of Transpor-
tation to expedite reviews for designated high-priority projects and to recommend
ways to streamline and simplify reviews for transportation projects in general, con-
sistent with the nation’s commitment to environmental stewardship.

In challenging fiscal times, the President’s commitment to the AIP program is an-
other example that he wants our focus on expanded airport capacity to continue
unabated. The importance of investment in airport infrastructure goes beyond alle-
viating a congestion problem at a specific location. It can provide relief to the entire
NAS. The economy relies on aviation to move people and products, and aviation re-
lies on an efficient NAS to accommodate the capacity demands placed upon it. We
must work together—Congress, federal, state and local governments, and industry
stakeholders—to use this downturn in travel to prepare for the inevitable return of
air traffic better situated to avoid the nightmares of past summers. We must em-
brace our role as architects of the future and support the infrastructure necessary
to meet the needs of future generations.

In order to ensure that FAA moves forward in all these areas, one of my top prior-
ities is to provide consistency and predictability to the way FAA works with indus-
try. I do not want any variations in FAA policy or practice in the regions or field
offices. I want our industry partners in the United States and around the world to
know what they can expect and count on when dealing with the FAA.

I also want to increase FAA’s international profile. Aviation safety should be one
of our most important exports. FAA is broadening our network of partnerships with
civil aviation authorities, as well as promoting our relationships with regional safety
organizations. We are in a position to be very helpful in providing technical assist-
ance to those countries that want to improve aviation safety oversight or air traffic
control services. We must also guard our position as a world leader in aviation safe-
ty, air traffic, and environmental issues. The world is getting ever smaller and if
FAA can help improve safe air travel for U.S. citizens and citizens of the world no
matter where they travel, we should embrace that role. Just as past pioneers ex-
panded the world’s horizons, I want FAA to be a pioneer in transportation and im-
prove aviation around the world.

Finally, in the five months I have served as Administrator, it has become appar-
ent that FAA’s operational costs must be brought under control. Since any future
growth must be manageable, our decisions must be made in an informed manner.
Just as our safety decisions should be driven by data, so should our management
decisions be driven by cost data. Consequently, we must push forward our efforts
to set up our new financial system, DELPHI, and complete the implementation of
our Cost Accounting System (CAS) and Labor Distribution Reporting (LDR) initia-
tive. We will use this information to improve the decisions we make. Recently, the
Department’s Inspector General, Ken Mead, pointed out that we have additional
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work to do on internal controls related to the system we use to capture labor costs.
I am committed to make these changes, and to additional enhancements that may
be required in the future to assure the integrity of our cost information.

Mr. Chairman, I want the FAA to become, not a performance-based agency, but
THE performance-based agency; one by which other agencies will be measured. We
will start with the Air Traffic Organization and then work our way through the rest
of the agency. The Air Traffic Services Subcommittee of the Management Advisory
Council has embraced a formal set of eight performance metrics that will be re-
viewed on a quarterly basis at their meetings. This evaluation will enable the Sub-
committee to measure the effectiveness and efficiency of the air traffic services pro-
vided to our customers. The Subcommittee has been extremely helpful by using
their business acumen to provide advice on how best to serve our customers, while
retaining business-like efficiencies.

In conclusion, this year marks the centennial of the Wright Brothers’ historic
flight at Kitty Hawk. The flight was marked in feet, not miles or time zones, yet
it is hard to measure the impact of that moment on the way the world has evolved
since that momentous day. When you look back on those early days of aviation and
how dangerous air travel was compared with other modes of transportation and
compare them with today when aviation is the safest way to travel, it is easy to
pat ourselves on the back and feel content with how far we’ve come. While we can
and should marvel at all that we and our forbearers have accomplished in the past
100 years, complacency has no place in aviation. We must continue to set and work
to achieve goals with respect to safety, capacity and efficiency. I want to know that
I was part of the unimaginable advancements in aviation that will take place in the
next 100 years and I want you to know that I stand ready to work with you to take
those first steps in the second century of flight to make our world a better place.

hThis concludes my prepared statement. I am happy to answer your questions at
this time.

The CHAIRMAN. Thank you, Administrator Blakey.
Mr. Mead.

STATEMENT OF HON. KENNETH M. MEAD, INSPECTOR
GENERAL, DEPARTMENT OF TRANSPORTATION

Mr. MEAD. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to testify today on the FAA. I know it is not the subject of
this hearing, but there are numerous other issues, like service to
small and medium-sized communities I know the Committee will
be tackling as well.

I want to start off by saying I look forward to working with Ad-
ministrator Blakey, who I am certain is going to be a fine adminis-
trator, particularly with her NTSB safety background. It is worth
noting that, like former Administrator Garvey, Ms. Blakey is start-
ing off on a 5-year term, which will bring stability and leadership.
Before this reform, the average tenure of the FAA Administrator
was about 18 months and sometimes, frankly, it showed in the
agency’s performance.

In my prepared statement, I go through a number of items that
I consider, to be very significant achievements over the past 5
years, and I think there is a linkage there between the stability of
leadership, of having one person at the helm for a period of time,
more than 18 months, and those achievements, but at this hearing,
we are here to consider the FAA of today and the pending reau-
thorization.

As we see it, there are four central issues. The first is making
FAA a performance-based organization by controlling the costs of
its operations and cost growth in major acquisitions.

Second is building aviation system capacity now to prevent a re-
peat of the gridlock conditions experienced in the summer of 2000.
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Third is striking the balance on how airport funds will be used
for the needs of aviation system capacity and safety, and how they
will be used to fund security.

And finally, is aviation safety.

I will take each one of these in turn.

Performance-based organization, a very perplexing issue here. In
1996, Congress exempted FAA from most personnel and acquisition
rules so that FAA would operate more like a business. That is,
services would be provided to users cost-effectively, major acquisi-
tions would be delivered on time and within budget.

FAA was also directed, by this Committee, in fact, to establish
a cost accounting system so that they would know where their
money was being spent right down to the facility level. In AIR-21,
Congress took some additional steps to make FAA more business-
like—among them were reorganizing FAA’s air traffic control man-
agement structure and establishing a chief operating officer posi-
tion.

Well, it is 6 years later and we do not see sufficient progress to-
wards FAA becoming a performance-based organization. The

rowth in FAA’s budget has gone from about $8 billion in 1996 to
%14 billion today. That is an increase of nearly $6 billion. Only
about one-third of that increase went to higher authorized amounts
for airport funding.

During that same period, we have seen inordinately large in-
creases in workforce costs, as well as significant cost growth and
schedule slips in major acquisitions. Continued cost growth of this
magnitude is simply not sustainable, given the multibillion-dollar
declines in projected Aviation Trust Fund receipts.

A frame of reference: the Trust Fund in 2004 is going to take in
about $10 billion. That is at least $2 billion short of what people
thought it would take in. The budget is calling for about $14 bil-
lion.

I do not believe the answer to the cost growth problem is to in-
crease aviation fees, taxes, or other charges, regardless of what you
call them. Passengers already pay a significant amount. Nearly 26
percent of a $100 nonstop ticket will go to taxes and fees, on a $200
single connection round-trip ticket, about $51. Just like airlines
have had to rethink the basics of their business because they are
financially stressed, FAA must also reexamine how it does busi-
ness.

The reality of personnel reform that we see has been soaring
workforce costs and significantly higher salaries. There is no doubt
that labor-management relations with the controllers have im-
proved, but FAA’s operations budget has increased by nearly 65
percent, or $3 billion.

The average base salary for a fully certified controller has risen
to over $106,000, a 47 percent increase over the 1998 average of
$72,000. Salaries for the lowest-paid controllers are today about
$64,000. The lowest-paid group represents about 1 percent of the
controller workforce.

When premium pays like overtime and Sunday pay are consid-
ered, total salaries are substantially higher. The 10 highest-paid
controllers in 2002 earned between $192,000 and $214,000. In fact,
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over 1,000 controllers earned over $150,000 in 2002, compared to
only 65 of them in 2000.

As a performance-based organization, you would also expect to
see pay and performance linked together, but frequently, that is
not the case. In fact, only about 36 percent of the FAA employees
receive increases based on their individual performance, the re-
mainder receive largely automatic increases.

In our work, we have also found that there are somewhere be-
tween 1,000 and 1,500 sidebar agreements, or memoranda of un-
derstanding that FAA managers have entered into, some commit-
ting taxpayer funds not in writing, but sometimes with a shake of
the hand. Many of these serve legitimate purposes, but we found
some that have large cost implications and they are over and above
the controller base pay.

Examples: One MOU provides controllers with an additional
cost-of-living adjustment. At 111 locations, controllers receive be-
tween 1 and 10 percent in incentive pay which is in addition to the
Government-wide locality pay. The total cost in 2002, $27 million.

We have also seen MOUs that may set a very costly precedent
for giving incentives to controllers for getting trained on and ac-
cepting new systems.

One MOU for a new air traffic control free flight tool gave each
controller an incentive $500 cash award and a 24-hour time-off
award while the system was being fielded. At six facilities alone,
that resulted in the FAA incurring approximately over $1 million
in individual cash awards, 62,500 hours in time off.

At Philadelphia, there was a verbal agreement that gave each
employee $1,000 and 3 days off in connection with the deployment
of the new STARS system. Extend that practice Nation-wide, and
you will, the budget will go through the roof.

Another MOU we reviewed allows controllers transferring to
larger facilities to begin earning the higher salaries associated with
their new positions substantially in advance of their transfer. At
one location, controllers received the increase 1 year in advance of
the transfer, going from an annual salary of $54,000 to $99,000.
During that time, they remained in their old location controlling
the same air space and performing the same duties.

So management of these MOUs has to become a lot tighter. We
found the controls over that process are virtually nonexistent. No
one knows the exact number or nature of these agreements, there
is broad authority among managers to negotiate MOUs and commit
the agency; no standard guidance for negotiating, implementing, or
signing MOUs; and no requirement for estimating potential cost
impacts. Administrator Blakey and I are working together on this
iss111e, and she is, I am certain, committed to bringing it under con-
trol.

I would like to turn to acquisition reform. Here, results have
been mixed, in our view. Contracts are awarded more expedi-
tiously, and a number of systems have come in on time. But the
bottom line is that significant schedule slips, schedule growth, and
substantial cost growth are all too common.

A point of reference: five major projects we tracked have experi-
enced cost growth of over $3 billion. That equates to the equivalent
of a full year’s budget for air traffic control modernization.
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As for FAA’s cost accounting system, it was to be completed by
1998 at a cost of $12 million. However, after over 6 years of devel-
opment and a price tag of over $38 million, the cost accounting sys-
tem is still not complete. Perhaps later this year, according to the
latest schedule. It seems elementary to me that for an organization
that is going to be performance-based, it must know where its costs
are. Given projections of controller retirements, it would also help
greatly in knowing how many controllers we need, and where we
need them.

With a budget of $14 billion, FAA cannot credibly claim to be a
performance-based organization until it has a full cost-accounting
system and uses it.

Regarding the 2000 FAA reauthorization reforms, the position of
chief o