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UNSOLICITED PROPa:;AL FOR PRIVATE OPERATION 
OF lliE U.S. AIR TRAFFIC CCffl'roL SYSTEM 

Consistent with the Reagan administration's efforts to reduce the size 
of the U.S. governrrent, encourage private enterprise, stimulate 
economic developnent, increase employment, and deregulate industry, 
Sunlight Corporation proposes to c±eate a new corporation, to be called 
Traffic Control Corporation, to take over ~ration of the U.S. air 
traffic control system. 

'Ibis action will reduce the size of the federal ru~eaucracy, cut ca:;ts, 
increase operating flexibility, stimulate the growth of new airlines, 
set the stage for national economic recovery by restoring its vital air 
transportation network, permit restoration of cancelled flights and 
consequent rehiring of laid-off airline and airport personnel, errl 
federal rationing of air travel rights (slots), forestall the financial 
collapse of several major airlines, restore freedom of entry to permit 
competition in accordance with the goal of deregulcition, and provide 
the financing and decision-illaking freedoms required for the rrost 
cost-effective rrodernization of the air traffic control system arrl for 
cost-allocation arrangerrents that will permit an increase in ooth 
capacity and efficiency. 

Transition e;riod. Preliminary work has been canpleted to permit the 
new corporation to be formed and to hire and assign trained, 
experienced air traffic controllers to FAA facilities within 24 hours 
after an agreement is readied. 

I 

'.Ib permit i.mrrediate action to rest6re capacity to the air traffic 
control system during the peak period of airline travel and to permit 
detail~ng of plar;s for the transiti~n fran governrreht to private 
operation, Traffic Control Corporation controllers will be asked to 
work under FAA management and supervision during a transition period to 
last 90 days or sudl period as shall be mutually agreed upon. 

During the transition period, Traffic Control Corporation will work 
with the FM and other interested parties to assure ; that the private 
ol=>:rat~on mai~tains the excellent safety record established by the FAA 
while increasing the capacity arrl ~fficiency of the system. 

'.Ib acconplish this goal, Traffic Cdntrol Corporation will hire a staff 
of the natio~•s.t<:P executives, establish clearly defined operating 
goals and pr1or1t1es! formulate personnel p:>licies and organizational 
irran~nts, establish a method for paying for services through user 
ees ,or other revenue sources and develo d1 ocea 

structures as are necessary for a!i efficient gJ~iz~Eion.ures and 
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At the oonclusion of the transition period, Traffic Control Corporation 
will offer pa;itions to as many civil servant controllers as the FM 
wishes, am .will provide incentives to these FAA employees to enoourage 
their oonversion to private employment and to assure their interests 
are fully protected. j 

Continuing oe;ration. Following the transition, Traffic Control 
Corporation will assl.lllE responsibility for operational management of 
the air traffic control system. '.!;he FAA will retain civil service 
employees to provide direction, set policies and priorities, and assure 
that oontract obligations for safety, efficiency, and capacity are 
met. l 
Contract period. To permit the cqrporation to make productive capital 
investments in improvements to insure greater capapity and efficiency 
in the air traffic oontrol system -- a contract period of 10 years is 
proposed, with options for renewals. 

l 
j 

Cost. 'Ihe price to be charged the FAA for cperation of the air traffic 
control system will be set at exactly 10 percent below the fully 
allocated cost of the FM-managed air traffic control system as 
determined through ccst comparison techniques established by the Office 
of Management and Budget. Traffic Control Corporation will agree to a 
firm, fixed price -- subject to adjustments only for inflation, 
inprovernents in efficiency or service, and/or increases in capacity. 

~ 

Advisory. board. Traffic Control C6rporation 's policies regarding fees 
and cperations will be formed through consultations with an advisory 
board corrposed of chief executives of organizations (e.g., FAA, 
airlines, aeroopace rranufacturers, , and others) affected by the 
operation of the air traffic control system. 

Corrmunications. Sunlight Corporation will provide the services of 
leading public affairs and ccmnunications personnel to support the FAA 
and other ~lernents of the administration and Congr~s in ccmnunicating 
the purpose and nature of this ag~ement to all audiences~ · 

Negotiation. Sunlight Corporation .agrees to negotiate regarding any 
and all elements of this unsolicited proposal to assure that the 
interests of the governI!l2nt are fully protected in this conversion fran 
public to private operation. 
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National policy. 'Ibis step is in accordance with long-established 
government p::>licy, endorsed by the General Accounting Office of the 
U.S. Congress and by the Office of Manageirent and Budget, to rely on 
a:,mpetitive private enterprise to ' supply the products and services the 
government needs. 

'Ibis step will rrake a a:>11tribution to the achieveirent of a large number 
of important national goals. ArlnJ'.19 the benefits which may be achieved 
by an effective oonversion to private cperation of the air traffic 
oontrol system are these: (1) irrrnediately strengthen American defense 
preparedness; (2) increase American exports; (3) improve the national 
economy to facilitate business expansion; (4) increase U.S. business 
profitability; (5) reduce business bankruptcies; (6) reduce prices to 
consumers; ( 7) increase services to consumers; ( 8) improve 
productivity; (9) reduce government spending by 10 percent; (10) 
increase government revenues by 5, percent; (11) increase social 
security revenues; (12) reduce government pension expenditures and 
liabilities; (13) provide jots in :private industry for civil servants; 
(14) reduce the size of the federal bureaucracy; and (15) provide a 
stimulus to economic growth. ' 

Proprietary. 'Ihe data oontained in this proposal shall not be used or 
disclosed except for evaluation purp:>ses. Provided: that if a 
contract is awarded to Traffic Control Corporation as a result of or in 
connection.with the sutmission of this proposal, the government shall 
have the right to use or disclose . the a:>11tract. '!his restriction does 
not limit the government's right to use or disclose technical data 
obtained from another source without restriction. 

Duration. This proposal shall remain in effect until withdrawn by 
written notice of the Sunlight Corporation. 

r;r;:;~ 
F. Dennis Williams 
President 

June 8, 1982 
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NATIOOAL GOALS 

It> single action can alleviate the many problerrs faced by our national 
economy, but this action can solve a_problem ti:iat has_pe':P~exed the 
nation for nearly tw:> decades. It will also give a significant bocst . 
to the effort to shift fran government roreaucracy to private 
enterprise for the provision of p~ucts and services mandated by the 
government. 

The action we propose will provid~ direct arrl rreasurab~e benefits in a 
number of areas vital to the nation's welfare. We believe the 
particular combination of circumstances that now exists will make it 
possible for the Reagan administr~tion to implement a solution that 
combines a remarkable number of valuable benefits - not the least of 
which is a reduction in the ccst 9f government without a reduction in 
its services. Our plan w:>uld 

( 1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 

(10) 
( 11 ) 
(12) 
( 13) 
( 14) 
( 15) 

immediately strengthen American defense preparedness 
increase American exports · 
improve the national econorny lto facilitate rosiness expansion 
increase U.S. business profitability 
reduce rosiness bankruptcies

1 reduce prices to conslDllers -• 
• • I increase services to consLD'Tlers 
improve productivity 
reduce government spending by 10 percent 
increase government revenues .by 5 percent 
increase social security _rev~nues 
reduce government pension e$nditures and liabilities 
provide jobs in private industry for civil servants 
reduce the size of the federal bureaucracy and 
provide a stimulus to economic growth. 

'lhis plan can begin taking effect ;within hours of the tine the 
administration authorizes us to proceed. Some of its effects will be 
realized within days, others will 1be felt during the first three 
rronths. - We believe all will have ~lasting impact. : 

. ~ ! 

'lhe national economic problem is a puzzle much like the popular Rubik's 
cube. As we rrove one piece into the des ired place, all the others are 
shift~ awar fran their goals. We believe privatization, is the single 
solution .which addresses the largest p:,ssible number of national goals 
in the rrost effective way. · 

Such actions, made with the O'.X)peration and assistance of all elements 
in our society, may do mudl to restore the nation's economic well-being 
during the caning decade. 



NATIOOAL ~ (DETAILS) 

Strengthen American defense preparedness: by_r~tor~ng militarr 
controllers to their defense duties, the nations air forces wil~ ~ 
restored to full operational readiness; the full complement of m1litary 
training flights and other air q:,erations can be restored praTII_>tly; and 
the re-establishment of full capacity to the civilian sector will 
position the nation for nobilization. 

' 
Increase American exports: Traffi~ Control Corpo~ation wil~ be th7 
world's largest supplier of traffic control services a1;'1 w~ll be in_an 
excellent position to offer similar arrangements to privatize the air 
traffic systerrs of other nations. ; 'lbrough its unique integration of 
personnel and equipnent -- with ~e guidance of the U.S. FAA and the 
Departrrent of camrerce -- the oorporation will be able to provide 
international marketing leadership for the U.S. aerospace and 
electronics industry. 'Ibis will offset the advantage of Japan's 
Ministry of International Trade aha Industry, which coordinates 
government and industry to incre~e exports. 

Improve the national economy to f ~cilitate business expansion: the 
re-establishrrent of full capacity ' to the air traffic system will 
provide the transportation network necessary to permit economic 
recovery and growth. Publicity associated with this dramatic action to 
cut government C'OSts, reduce the federal deficit and improve service 
will help increase confidence in the economy and the administration. 
'!be restoration of airline operati ng efficiency and profitability 
combined with a return to the ne~ssary conditions for de-regulation, 
will also stimulate economic recovery in a highly visible industry. 

l 
1 

Increase U.S. business rofitabiltt: 'Ihe return to an efficient air 
transportation system will give b ' inesses greater flexibility in 
noving people between major cities during peak travel periods (those 
which minimize the disruptions to :the business day). This improved 
service will lend invisible aid tq the efficiency .and consequent 
profitability of JT05t U.S. firms. ; 

' Reduce business bankruptcies: Signs that the Reagan administration will 
use privatization to cut deficits, and a general increase in confidence 
in the administration will contribute to a lowering of interest rates. 
When combined with restoration of economic growth, this will reduce 
business failures. Arrong the nose visible beneficiaries: such airlines 
as Pan American, New York Air, Continental and World Airways -- all 
suffering financial difficulties. · 

Increase services to consumers: Restoration of capacity will permit the 
entry of new ai;-lines ir:ito the marketplace, and will allc:M existing 
carriers to,nodify services to rre~t the needs of the traveling public. 



' l 

Improve productivity: By providing an up-fro~t sa:7ings of 10 pe1:cent, 
the unit cost per air traffic control operation will be autanatically 
reduced. By establishing a new organization with inC:ntives for 
productivity, flexibility in arrangements for generating_r7venue, and 
stinulus for making capital investments, overall productivity of the 
system can be increased markedly in caning years. 

Reduce government spendi;19 by 10 percent: By assuring a 10 percent cost 
reduction, and a firm price for the next decade, a clear route for 
ending the escalating costs of goverrurent is established. Such 
action will stimulate similar steps throughout government. 

Increase overnment revenues b 5 rcent: Based on an estimated 
taxab e profit o approx1111ately 10 percent, derived entirely fran 
proouctivity improvements, unless ;the corporation makes capital 
investments or pursues other publ~~ purpJSes, roughly half of the 
profit will be returned in the foqn of corporate income taxes. 

Increase social security revenues: ; All corporation, employees will be 
subject to social security taxes, 'am:>Unting to approximately 13 percent 
of total salaries paid. Although ,this is a small sum, if extrapolated 
to larger numbers of goverrurent employees who may be shifted to private 
enployment in corning ITDnths, this will in some measure alleviate 
pressure on the social security system. 

I 
Reduce government pension expenditures and liabilities: Since no new 
ernployees will be hired by the goverrurent, additional liabilities will 
not be incurred. Many of the employees who ITDve fran civil service to 
private industry will dloc:6e to wit:hdraw fran the pension system to 
convert their funds to the corporat ion's private retirement plan. 

' ' i 
Provide jobs in private industry for civil servants: Unlike other steps 
to reduce the federal budget, priv~tization will not require the firing 
of civil servants. 'Ibis action will also help the public understand 
that the problerrs associated with bureaucracy are due to poor systems 
design rather than the quality of the individual employees. 

l 
Reduce the size of the federal bur~aucracy: As a first step toward 
increasing the freedan and nobility necessary to a 'free market economy, 
privatization ·of the air traffic abntrol system will reduce the size of 
the civil service and restore some imeasure of the division of duties 
between the government and the private sector. 

l 
Pro~ide a stimulus,to economic groJ.th: By setting an example for the 
nation of the profit and public value of entrepreneurial action in 

. unwi~ing the h':1ge federal bureaucracy, the Reagan ·aamin.stration will 
energize the private sector and encourage the individual actions of 
millions of Americans. 
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PROBLEl-1 

Since August 1981, the air transportation system of the United States 
has been cperating substantially below its full capacity as the result 
of an illegal strike and suooequent firings of 11,500 controllers. 
A review of FM training and employment practices prior to that date 
indicated that from five to seven years might be required to restore 
the air traffic control system to· full capacity. 

'Ihe FM reported that service wou~d be restored in 21 rronths. In 
succeeding rronths, the FM has extended this tiireline. Staterrents from 
FAA personnel and from Congressional experts note that at least two 
rrore years of reduced cperation should be anticipated. Even beyond 
this date, techniques intended to restrict aircraft rroverrent (flow 
control) may be continued as a rreans of dealing with a shortage of 
capacity at hub airports. 

An FM task force hired to study the problem reported in March that 
rrorale improved briefly after the strike, but that this had degenerated 
rapidly and that once again FM management and working controllers were 
at odds. Poor working -conditions •rnight lead to further system 
disruptions, the task force warned. Although a strike appears 
unlikely, sudl work stoppages as work-to-rule slowdowns and sick-outs 
may occur unless major dlanges are made in the managerrent of the air 
traffic control system. Reports from sorre industry sources indicate 
such slowdowns may already be beginning at a number of locations, of 
whidl the Indianapolis en route center is the Il03t frequently 
mentioned. · 

l 

The dismissed controllers have h~ new leadership for the past several 
rronths, and 1:his leade~hip has worked quietly to gain understanding 
and suPP<?rt in the rredia, Congress, and with other labor organizations. 
Su~ actions do not appear likely_: to have irranediate results, but will 
assist -the labor rroverrent in -making full and effective use of the 
~el')tiirents _of workers again.st the '·Reagan administration and business 
inte7ests in gener~l. According to a March survey, public sentiment 
new ~ two-;-to-one in favor of rehiring the dismissed controllers -- a 
dr~tic shift from the days irrrrediately after the strike. The public 
stil~ agrees that the firings were correct, but this position is 
eroding slowly. 



,.... 
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FAA ~ PLAN 

Following a breakdown in labor relations culminating in the strike and 
sul::sequent firing of 11,500 air traffic controllers, the FAA 
irrplemented a contingency plan that pressed agency supervisory 
personnel into jots as \r,Orking controllers. 

More than 60 control towers serving smaller cities were closed and some 
800 military air controllers were detailed to provide support to nore 
highly skilled civilian controlle·rs. 

To further reduce the "'°rkload on supervisory and military personnel, 
the FAA required airlines to nodffy schedules to reduce the number of 
flights in the norning and late afternoon -- the tirres when nost 
trave)ers prefer to fly. It also kept aircraft waiting on the ground 
through a system called flow control, an alternative to stacking 
aircraft in holding patterns around an airport. These actions were 
intended to reduce the peak period traffic and spread out the "'°rkload 
at busy airports. 

This program had the unintended effect of offering airlines unwanted 
capaci~ (the freedan to fly planes at inconvenient times or along less 
travel routes) as a sutstitute for needed capacity (peak hour flights 
between major airports). 'Ihe nation's largest cities (whidl lost peak 
travel capacity) and small cities (which had towers closed) suffered 
mcst fran these FM actions. 

The capacity restrictions hit hardest at business travelers noving 
between major urban areas because fewer flights were available at the 
tirres preferred by business passengers (mid-rrorning and late 
afternoon). Since highly skilled controllers are required to handle 
the high volume of traffic at major urban airports, the shortage of 
qualified personnel was rrore destructive to capacity at 22 major urban 
hum than at the nore than 400 ot,h~r controlled airports. 'Ihese 
r~tri~ions at hub airports, however, have a cascading effect -
d1srupt1ng and delaying service throughout the entire national system, 
whidl is highly interdependent. Flights out of secondary airports are 
o~ten delayed on the ground as a result of limited capacity at major 
airports. · 

The FM aggravated the shortage of traffic control capacity by 
establishing a slot allocation method that required airlines to fly the 
routes whether or not current passenger traffic was sufficient to make 
the flight profitable. Airlines that chose to ground their aircraft 
and ~n sl<;>ts "'°uld not be able to resume flying these routes if 
traffic Jater 1ITTproved. 
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'Ibis FAA approach to rationing .kept airlines fran reducing costs by 
tenporarily withdrawing fran unprofitable markets - a vital canponent 
of deregulation. 'lb protect airline slots worth millions in a system 
where capacity was ronstrained, airlines were forced. to accept 
additional operating losses during the recession. 

Because the total nl.ll11ber of flights were reduced -- the normal 
procedure during recession periods -- many analysts believed the strike 
would prove beneficial to the airlines. In fact, because the nost 
profitable flights were curtailed and unprofitable alternatives offered 
as a substitute, the a:lSt to the airlines -- as projected by the 
Cornnerce Depar~nt was between $150 and $200 million per nonth. 
Reductions_ in overall q:>erations and stringent a:lSt-cutting rceasures 
since the strike combined with the failure of sorce corrpetitors, has 
helped reduce these losses slightly in recent nonths. 
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'Ihe u.s. air transportation system is a vital link in the national 
economy. Scholarly work on the role of tr~port<;1ti<:>n in eoonanic 
developnent is readily available • . Moot eviden<:.: in~icates that --:- . 
after cormunications and finance -- transportation is the rrost critical 
element in the eoonomic infrastructure of a nation. 

Air transport is the key to U.S. economic health and e~ion beca':15e 
our economy requires rapid rrovement of people to coordinate the actions 
of diversified national and multi~national organizations. Vast 
distances make other forms of transportation unsuitable as sul::stitutes. 
'lbe rrovement of raw materials and manufactured goods, which depend on 
rail, truck, and water transport, has declined in relative inportance 
during the twentieth cen~ury. 

Historical bac~round. 'Ihe central role of transport in history is 
well establish • 'lhe greatest economic powers have been thooe with 
strong transportation systerrs. Fran the galleys of ancient Phoenicia 
to the Spanish Annada to the fleets that built the British Errpire -
ocean transportation gave these nations ready access to worldwide 
markets, greatly increasing their economic strength by allowing their 
businesses to ruy fran the least expensive suppliers and sell to the 
highest paying buyers. 

As ocean-travel opened the route to world trade, so the railroad was 
the key to the rapid industrialization of m:st rrodern nations. w. w. 
Rootow, in The Stages of Econanic Growth notes "The introduction of the 
railroad has been historically the: m:st powerful single initiator of 
[econanic] take-offs. It was decisive in the United States, France, 
~rmany, Canada, and Russia; it has played an extremely important role 
in the Swedish, Japanese and other: cases." 

! 

Roota,, _explains "'lbe railroad has had three major kinds of inpact on 
econanic growth during the take-oft period. First it has lowered 
internal transport coots, brought new areas and products into 
conrnercial markets and, in general, performed the Smithian function of 
widening the market. Second, it hg5 been a prerequisite in many cases 
to.the ~velopnent of a major new and rapidly expanding export sector 
which, in turn, has served to generate capital for internal 
develo:pnent, as, for exanple, the American railroads before 1914 
'Ihird, and perha_ps mast important for · the take-off itself the • 
9evelopnent 9f raflwa¥8 has led on to the developnent of ~ern coal 
iron and eng1neer1ng industries." ' 
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Economic infrastructure. Rootc:M shows hc:M one can determine which 
irrlustries are nost likely to affect economic growth or decline. "The 
relative desirability of the growth of various economic activities may 
be analyzed in part through the consideration of the link<:19es between 
any activity and all the others." In the JD?dern ~rld, finaz:ice and 
o::mrunications are linked to virtually all industries -- having even 
greater impact than steel did in the late 19th century U.S. For this 
reason reductions in the noney supply, high interest rates, and 
breakd~ in camnunications can lead to serious economic disruptions. 

After O'.)f(lffiUnications and finance, trans:portation is the nost <;Xitical 
link in the national economy. In .the U.S. economy, dlaracterized by 
vast distances and an orientation :to services rather than 
manufacturing, air transport is absolutely essential to economic 
health. '!he grc:Mth of air trans:port provides the infrastructure for 
overall economic growth; the decline of air transportation produces 
inefficiencies in all of the organizations which require rapid travel 
to operate effectively. 

As part of the economic infrastructure -- thooe critical systems that 
are essential to economic growth and productivity -- air transportation 
must be accorded a very high priority in economic planning. 
Deterioration of sudl services can have serious consequences. 

'!he vital role of the trans:portation system in economic growth is well 
established. Discussing the rail:rmads in the U.S., Lloyd Reynolds 
basic textbook Economics says "The i.rrpact of dleap mass transportation 
on the economy can scarcely be overstated. • • • '!he rail net\>.Qrk 
provided an indispensable frarne\>.Qrk for rapid economic growth." The 
air net\>.Qrk plays a similar role in the 1980s, and national 
productivity is harmed ooth by the drastic reductions in capacity that 
resulted fran last surraner's strike and by the FM 's long-standing 
inability to reduce congestion and expand capacity between rrajor 
cities. : · 

Although deterioration of the infrastructure generally proceeds over a 
period of many rears . -- usually as the byproduct of national policies 
that reduce capital investment or prevent actions to increase economic 
efficiency -- the air traffic control impasse brought sudl pressures to 
bear Itl.;1ch nore quickly, ag~avating air transportation capacity 
restraints that have been increasing for many years. 

Impairments to the trans:portation system reduce the overall 
J?rod1;1ctivity and effic~ency of the economy. A reduction of 25 percent 
in.a~r t~ansport capacity has an effect roughly carparable to the 
e+irninatior: of 2-? percent of the U.S. telenhone system It · . 
virtually mpossible to neasure ·th ' ~· • 15 
in a vital part of the nation's e,.!..ome0?n<>l!Unfc effect of sum a decline 

. '"''"'" ic i rastructure. 
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'!he current recession. Although h'igh interest rates and a significant 
nodification of the U.S. tax system may have been instrument~l in_ 
setting off the recession that began last August (the date given in the 
1982 econcmic report of the President), the air traffic shutdown had a 
marked an noticeable effect on a highly visible industey that is vital 
to the cperation of the national economy. 

in addition to the direct inpact. on transportation, the failure to 
successfully negotiate an end to the labor-management conflict may have 
been seen as a sign of the Reagan. administration's inability to manage 
vital aspects of the national economy. 

Ironically,' while the general public admired and supported the 
President for his strength in firing the air traffic controllers, the 
action had subtle messages that were less favorable to the 
administration. 'Ihe severity of the punishment, which the President 
latter sought to ameliorate through offering jots at other goverrurent 
agencies, may have unintentionally contributed to the public's doubts 
about the President's concern for American \<.Qrkers and his ability to 
carry through on campaign premises. '!be breakdown in cormunications 
between PATCO and the administration portended' a similar breakdown in 
corrmunications between the administration and other elements of the 
society at a tine when IIOSt Americans are striving for closer 
cooperation. 

These deteriorations in communications (sooetines called ''loss of 
confidence") and transportation came at a tine when the third element 
of the national infrastructure -- finance - was also undergoing 
drastic dlange. Tax law dlanges, reduction in the growth of the noney 
supply, large government deficits, and high interest rates provided the 
third element of the serious reces

1
sion now underway. 

' In many countries, the nationaliza,t ion of transportation and other 
vital •industries has led to their deterioration -- and consequently to 
~conomi~ st~gnation. '!be effort toward the deregulation of U.S. 
industr~es is one of the step:; required to revitalize the national 
eoon~. Of equal l.J!lPOrtance are rrov~ ~at shift government 
operations to the private sector. Privatization of the air traffic 
control system would allow concerns for capacity and efficiency to be 
rrore fully addressed. 

Substantial capacity reductions and the techniques used to manage this 
d1:1°rta~ ap?;ar to.produce only occasional small delays and minor 

1.sr1;1pt~ons in b.lsiz:iess and personal travel. Such inefficiencies 
rnultil?ll.~ by the Im.llions of air travellers affected are bu · ed' · 
org~i~fiio,~al overheads and indiv~dual inconvenien~. Mostr~f tfifs 
~J~iti:Sver l;>e t~rreted out, since it is lest sales, lest business 
. . . . , mis es, wasted hours, production delays - all 
1.nv1.Sibly linked to an air transportation t tha · · 
substantially less effectively than is requS¥5edemto t l.S operati~g 
needs. 1.r serve the nation's 
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'!he IOCSt far-readling ecormic effects are, thus, the least visible. 
Air transportation has grown rapidly in response to the nation's need 
for high-speed travel to assure the productive and efficient 
functioning of a cnrplex, interwoven society. A dismantling of this 
service, even though it is only partial, reduces national 
productivity. 

Although the rurrent econanic decline was stimulated by destruction of 
part of the infrastructure and the restoration of that infrastructure 

__ will be vital to a strong econanic reoovery, the IOCSt visible 
indication of the problem may be seen by looking at the airlines 
themselves. Here the penalty has not been marely a mild decline - it 
has been severe and unexpected losses. Because of the high visibility 
of this $40 billion industry, the psydlological inpact may be nearly as 
irrportant as t}le impact on productivity. 
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AIRLINE AND REIATED IffiSES 

'!be reductions in air traffic control have had direct and indirect 
economic effects that reach into the billions of dollars. 

Airline looses were from $150 to $200 million per rronth higher after 
the August 1981 strike than before, according to the U.S. Departmei:it of 
Ccmnerce - rrore than $2 billion to date. Clooely connected to this 
are reduced dernarrl for aircraft and consequent loot revenues to 
aircraft manufacturers and suppliers of aviation equipnent and 
corrponents. Reduced revenues to the travel and tourism industry 
(hotels, restaurants, car rental agencies, resorts, etc.) are a further 
result. 

Airlines. Restrictions forced airlines to ground approximately 
one-fourth of the U.S. fleet, and to fly the remaining aircraft at 
ti.Ires oot convenient to many passengers. Despite such economy rroves as 
wholesale layoffs of pilots and other personnel and cuts in 
expenditures for fuel and other cperating a::,sts, the high fixed a::,sts 
for aircraft already purchased, for interest on debt, and for other 
fixed overheads pushed the highly leveraged airlines to their w:>rst 
year in 'history. '!he first quarter of 1982 was the ~rst quarter on 
record -- with canbined looses exceeding $500 million. 

Braniff, weakened by its overextension after deregulation in 1978, 
collapsed in May. Several, inajor carriers - including Continental, New 
York Air, Pan Am, Republic, Western, and World -- n™ face serious 
financial difficulties. A number ,of carriers may join Braniff in the 
caning year, resulting in the loos of tens of thousands of jots. 

A number of new airlines have been blocked fran entry to the market, 
preventing the creation of new jol:::E and the expansion of service to 
constm1ers. Other small airlines disappeared quietly, soma before they 
were able to begin planned new routes. 

In the atsence of a healthy system, banks will be hesitant to extend 
further credit, and travel agents may impair cash fl™ to weaker 
carriers by booking through sources that delay payment -- a rreans of 
protecting passengers that contributed to the Braniff collap:;e •• 

'!he lack of capacity and tmcertainty regarding slot allocations have 
brought an end to deregulation, reduced service, and severely damaged 
the nation's vital aerospace indu9try. 

Aiacraf~ ~facturers~ American Airlines cancelled $600 million in 
_ ~ egrsgr i~Ica'µon~P~ ~i1=:a~~~!° ma~!g ~:i~~ry ~is yet~, 
prices of used aircraft have dropped . . . aircraft, 
sought to untocrl excess planes. : significantly as large airlines 
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.. 
'Ihe FAA capacity restraints have led to restrictions on the use of 
business aircraft - restrictions that have contributed to a 50 percent 
drcp in sales over the past year. Jet aircraft used by business, but 
exerrpted by FM fran the slot reservation system because of their 
smaller numbers, have seen a far smaller drcp in sales -- down less 
than 30 percent fran last year. Restrictions on flights by private 
aircraft (general aviation) have also reduced the usefulness aoo 
therefore the narket for smaller planes. 

'Ihe degree to which United aoo other major airlines will delay 
purdlases is not yet clear. 'Ihe governrrent has taken actions to 
purchase sorre used aircraft for the military as means to help reduce 
the econanic i.rrpact on manufacturers. 'Ihe deteriorated market forced 
IDckheed to cease production of its L-1011, one of three U.S. produced 
wide-bodied jets: · Mclk>nnell Ik:>uglas planned to end production of the 
OC-10 (the only remaining U.S. corrpetitor to the Boeing 747) until the 
governrrent acted to maintain its production by ordering military 
versions of the aircraft. 'Ihe Senate has taken steps to require the 
Air Force to purchase Boeing 747s as a substititute for Lockheed cargo 
carriers designed for the military. 

Reduced demand for aircraft has also affected those who subcontract to 
supply corrp:,nent parts used in manufacturing airplanes -- affecting 

. · ... : suppliers across the nation. 
t ~ ·) : _ _. I 

. I 

Travel and tourism: Air transport is vital to the many large aoo small ·. -
bus 1nesses that serve travellers. In the roc>nths following the 
reduction in air traffic capacity the hotel industry reported a 2.5 
percent drcp in occupancy rates, and increased rates_~re than 10 
percent to prevent losses. 

The large hotel dlains reported tbat rosiness travel, which is normal}.y:· 1 · • • 

resistant to recession, faded dur1ng the early nnnths of this recession -., 
- - . a result of capacity restrictions that hcrl the nost severe effect cxi" 

business travelers. . . l ' ••• 

. ' 
Areas that depend heavily on air travel were particularly hard hit. 
Las Vegas - whidl hcrl not experienced a recession since the 1930s -
saw the Silverbird and Royal Inn close their doors aoo others like the 
Golden Nugget and Showboat record sharp inc.'Olle declines. Solle resort · 
a~:~ have relied on ~e same approach as the airlines ~ cutting · /· .. ,_< ;. ;;/ 
prices to attract business -- but with consequent reductions in income ' 
for all a:xrpetitors. 

.:. 
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G:>VERNMENT POLICY 

For nearly 30 years, it has been the rx:>licy of the Federal Government 
to rely on rontractors for goods and services while u.s~ng Federa; 
errployees to do ~rk that requires governmental authority. Despite 
this long-standing rx:>licy, a rerx:>rt to Congress by the Carptroller 
General in June 1981 said "Federal agencies ••• are using Government 
employees to provide a:xnmercial services that rontractors could provide 
in many. cases at lower ccst." It .went on to say that despite th~ 
long-standing orders to the contrary, "agency canpliance with this 
rx:>licy has been inconsistent and relatively ineffective." 

Economic benefits: During fiscal year 1980, a total of $200 billion was 
spent by the federal government for goods and services -- with $82 
billion of this arount -going to pay federal ~rkers. 

Although mudl. of this noney is spent on \f.Ork whidl. only federal 
employees are trusted to conduct, the General Accounting Office study 
reported an a-18 finding that "as many as 400,000 federal employees are 
currently operating nore than 11,000 COfl'm:!rcial or industrial 
activities at alm:::st $19 billion annually. These employees represent 
alnost one-fourth of the total executive branch civilian ~rk force." 

Studies by the Department of Defense indicate that some 60 percent of 
in-house \\Ork rould be ronverted to rontract at savings of 10 percent 
or nore in personnel ccsts and an average overall saving of 20 
percent. 

Even based on a rather limited definition of the types of products and 
services available fran private industry, the Ql,ffi estimates that $3.6 
billion rould be saved in fiscal years 1982-87 by shifting ~rk fran 
the civil service to business. 

Conversion _of entire programs - a · rruch rrore dramatic shift -- could 
save 10 percent of all expenditures by civilian agencies, perhaI;S as 
much~ $50 billion.ani:iually. If ass~tions about the profitability 
of businesses benefitting by sudl. a shift are correct, additional tax 
revenues of $25 billion or rrore are {X)Ssible. '!he cnooined benefit to 
the government - $75 billion -- would eradicate mudl. of the current 
federal_ deficit. 

Furtherrrore! conversion of the assets of government agencies through 
sales to private cor;pora~ions \f,OUld significantly reduce the national 
~eit ~ thus ?].leviate interest CX)Sts - a significant a:>ntributor to 
migfif \~ • ~~~esses that acquired assets now held by the government 
- furthe~ntrib~itt to

th
~ t~v;;~irprodu.se -ct. g~vten fthe profi; rrotive 

economy. u i vi Y a the national 
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Better government: An inp:>rtant added benefit of using outside 
contractors to perform those jooo which do not require federal 
enployees is that this step would free agencies to assign personnel to 
the vital role in leading, regulating, and guiding the nation toward 
its overall goals. Under present circumstances, when agencies assign 
federal enployees to tasks that might be contracted out, overall 
personnel ceilings prevent the agency fran dedicating sufficient staff 
to higher-level functions. 

Those areas \tthich government enployees are believed required to perform 
include (1 r making value judgments required to establish the policy, 
direction, and priorities of federal programs; (2) collecting taxes and 
controlling other nonetary transactions; (3) administering regulations 
and laws; and (4) analyzing and evaluating work done by contractors to 
the government. , 

Executive action: '!his {X)licy was set in temporary bulletins issued as 
early as 1955 and becarre permanent with the 1966 issuance by the Office 
of Management and Budget (Bureau of the Budget) of Circular A-76 -
Executive Order of the President. Revisions and supplements have 
reaffirmed the general ix>licy of reliance on the private sector for 
goods and services, stressing that cast comparison should be made to 
determine \tthether \I.Ork should be done in-house or in the private 
sector, and detailing the cast comparison method to be used. 

On April 8, 1981, the 0MB issued Bulletin 81-15 requiring agencies to 
provide CMS with the number -of federal employees performing camrercial 
or industrial activities. On January 26, 1982, 008 further revised 
Circular A-76 to, anong other things, deny severance pay to civil 
service eiployees \\ho are hired within 90 days by an outside 
contractor. '!he denial of severance pay normally available to 
goverrurent \I.Orkers \\ho are laid off and take jooo in private industry 
will inhibit less skilled civil s~rvants fran taking jooo which they 
may not be able to perform well. ,Such errployees will accept retirernent 
or severance-pay and seek careers 'in new fields. ibis action may, 
however, lead to 90-day interruptions in careers as errployees seek to 
take severance pay prior to converting to private industry -- an 
undesirable incentive. 

~islative action: In 1978, GAO recorrmended that "Congress, through 
ecjislation or,otherwise, endorse :a national policy of reliance on the 

private sector' because "until Federal departments and agencies 
:perceiye that the fX?licy ~s a firm national resolve, they will not 
caqy it oot effectively. In their 1981 report, they reiterated "We 
rl;e1e the Congress should act on our earlier recamnendation to 
~i:e~IC:s~tional ix>licy of rel;iance on the private sector for goods 

' 1 
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In a letter to GAO, 018 Deputy Director F.dwin L. Harper said "018 would 
_not q,pose a Joint Resolution incorporating the ~ic policy in 0MB. 
Circular No. A-76 provided it clearly states 'It is the general policy 
of the Goverrurent to rely on <XXT{)etitive private enterprise to supply 
the products and services it needs.' 'Ibis Resolution would provide a 
clear basis for the Executive Branch requirement that agencies cx:irply 
with the policies of 01B Circular No. A-76, while leaving the execution 
and crlministration of the p:,licy to the Executive Branch. 

Legislation previously passed may inhibit the free novement of 
experienced civil servants into comparable jobs with contractors in 
private industry. If cutbacks of as many as 400,000 p:::isitions are to 
occur, every effort nust be made to permit the easy transition of 
trained and competent people fran government to the private sector. 
Although it is oot essential, it may be desirable to pass legislation 
to permit fol'.'Irer civil servants to deal inurediately with the agencies 
that E:!tployed them. Senator William Proxmire was instr~ntal in the 
original legislation -- intended to prevent improper relations between 
contractors and governm:nt agencies. 

Congress may also wish to state in a resolution endorsing privatization 
that contractor hiring resulting from privatization shall be on a rrerit 
basis, with full attention to the experience of civil service 
employees, who should be given first consideration in staffing • 

.. Cost comparison: 'lb permit cost comparisons between civil service ano 
contractor, the products and services provided by goverrurent errployees 
should be broken out and costs (including all overheads) should be 
assigned to each product or service. 

'lw:> methods ·exist for making such comparisons. For a prograrrs as large 
as that encorrpassing the air traffic control system, the use of line 
itens fran the agency budget and a calculation of overheads based on 
the ooerall bJdget of the agency provides the best and simplest route. 

' 
'lb provide a nore detailed breakdown or to assist in interpreting the 
division of cnsts where s~nts of a program are to be taken over, the 
Office of Management and Budget and the Office of Inspector General at 
each agency seem the best source of useful information. 'Ibis office 
operates i~dependently f~ other.agency ~lements to assist management 
by conducting and supervising audits and investigations designed to 
prorrote economy, efficiency, and effectiveness, and to prevent fraud, 
waste, .and abuse. 
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OOVERNMENl' REVENUES AND EXPENDITURES 

In a tine of record federal budget deficits, the traffic control 
restriction has had a neasurable inpact on federal tax revenues and , 
expenditures. Reduced air traffic volune leads to a suootantial 
decline in federal corporate and personal income taxes and cuts in a 
variety of other sales, use, and excise taxes. 'Ibe $40 billion dollar 
industry generates total direct and indirect tax revenues of 
approximately $8 billion for the federal government. Since the bulk of 
this tax is not directly dependent on profitability, one might estimate 
that a 25 percent capacity reduction would result in a less of $2 
billion in federal tax revenues. Serious lesses are experienced by 
state and local governments as well. 

Reduced tax revenues also result from the less of sales by aircraft 
manufacturers and their suppliers. 

On the other side of the ledger, governments at all levels bear the 
cost, directly or indirectly, for rnudl of the unemployment canpensation 
paid to tens of thousands of pilots, attendants, ground personnel, and 
controllers laid off as a result of reduced operations and airline 
bankruptcies. Federal, state, and local governments may also bear 
costs for other welfare and sutsidy payments. 

Arrong other hidden costs: government legal and administrative costs 
associated with the strike, overtime pay for controllers who remain at 
work! and nulti-rnillion dollar liability suits by World Airways and Air 
Florida as the result of crashes in Beston and Washington for whidl 
controllers are alleged to be responsible. 

Other lesses to the economy, translated as loot jots and lest tax 
revenues, are virtually impossible to neasure. 
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DEFENSE 

Although m::st details are classified, the transfer of large numbers of 
military air traffic o:>ntrollers to the civil sector has had inevitable 
effects on military operations. Shifting part of the burden fran the 
civilian to the military sector reduced the economic effects and 
shifted the irrpact to an area not visible to the public, but over the 
long-term it has serious oonsequences for military preparedness. 

'Ihe reduction in the total number of controllers has three significant 
negative effects: (1) reduced military flight tine leads to deficiency 
in pilot training and readiness; (2) the shortage of civilian 
controllers w::>uld severely inhibit the nation's ability to nobilize in 
the event of conflict; and (3) military controllers detailed to the 
civilian sector will require reorientation and retraining after they 
return to military duties. 

Of these, the vital irrp:>rtance of reduced capacity in the civil sector 
is perhap:; the least noticeable. With conflicts breaking out around 
the \>.Drld and continuing wars in the Mideast, the ability to nove men 
and material quickly is vital to the nation's security. 'Ihe serious 
limitations on capacity in our current system would be a tremendous 
handicap in the event we should have to nobilize our military and 
civilian forces in the event of an attack. Given the current 
instability in key areas of the world, this risk cannot be taken 
lightly. 

A measure of the irrp:>rtance of the civilian air transport sector is the 
pronpt action by Franklin Delano Roa:;evelt to place all cararercial 
aviation under the direction of the Secretary of War within days of 
Pearl Harbor. Under current circumstances, at least t\>.D rronths would 
be required to rehire fired controllers and restore capacity. 
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FAA MANAGEMENT OF AIR TRAFFIC CCNI'ROL PERSOONEL 

History: Serious problems with the management of U.S. air traffic 
control personnel go back to the early 1960s. 

'Ihe Air Traffic Controller Ccmnittee Report prepared under the Nixon 
administration Secretary of Transportation John Volpe in January 1970, 
detailed the situation and its causes. Princeton Professor John J. 
Corson, \mO had formerly headed the U.S. Ercployment Service and had 
served as President of the American Society for Public Administration, 
chaired an eight-member carmittee to investigate labor relations 
problens at the FAA. Am::>ng its other members were investment banker 
Arthur D. Lewis, the former president of Eastern Air Lines; Dr. Robben 
Flerrming, president of the University of Midligan .and an experienced 
industrial arbitrator; James M. Mitchell, who had been Commissioner of 
the U.S. Civil Service and an associate director of the National 
Science Foundation; and Stanley H. Ruttenberg, a former U.S. assistant 
secretary of labor. 

"The FAA is confronted with a highly disaffected \t.Ork force" due to 
sudl factors as poor \t.Orking conditions and inadequate training at all 
levels (at entry, to maintain proficiency, for supervisory p::>sitions, 
and for reassignment or new errployment after the usual 20-year career 
span). 'Ihe oorrmittee confirmed the fairness of these corrplaints: "The 
physical envirornrent in nust of the older terminals and flight service 
stations leaves rruch to be desired; control equi:pnent is inadequate 
both in terns of quality and quantity", arrl management policies 
affecting \t.Orking conditions "are in need of examination and 
reappraisal." The C'C11111littee further noted "'Ihe Air Traffic Service has 
been inadequately staffed for at least three years •••• " -- a 
condition whidl contributed to sudl job actions as \t.Ork-to-rule 
slowdowns and a sick-out in 1969 that led to the formation of the 
ccmnittee. 

Current Status: In Septerooer 198,1, following a strike by the 
Pro~~s1.ona~ Air Traffic Controllers Organization (PATCO), Reagan 
adm1.n1.strat1.on Secretary of Transportation Drew Lewis and FAA 
Administrator Lynn Helns formed a task force to report on thooe factors 
that had created pr~lems between employees and management at the FAA 
and t<;> r~~ a~1.ons that \t,Ollld strengthen future \t.Orking 
relat1.ons~1.ps within the FAA, particularly in the air traffic control 
system. 

'Ihe task force had just three l'lellbers - chairman Lawrence M. Jones 
pres 1.dent of the Coleman Company· Dr St ph H Full · · ' 1:or personnel admi · t t' aoo' • e en • er, v1.ce-pres1.dent 

· Davia G. Bowers, r~~:~~ 1.~gientis~v:f~niin1~e~~f~a~f ~Icti1~a~ Dr· 
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'1he ta-:;k force delivered its $600,000 study to the administration on 
March 17, 1982. In its sunmary, it said "In past years, the FM ha-:; 
concentrated on the technical aspects of managing the federal airways 
system and prC1'1Dting the growth of civil aviation. Airways activity 
since 1960 ha-:; increa-:;ed rapidly and in a manner multiplying the 
relative variability of peak-level carpared to low-level traffic . 
volumes. This increa-:;ing pressure; plus factors such a-:; an aggressive 
union of Air Traffic controllers, a lack of attention and resources for 
management developnent, and inflexible personnel management policies; 
caused escalating tensions between anployees (particularly air traffic 
controllers) and a rigid and insensitive system of people management 
with the FM." The ta-:;k force noted that PATCO had taken over the 
"concern for people" role that should have been the obligation of 
management and gained its strength from this. 

After noting the difficulties that had been seen over the t\'tO decades 
preceding the 1981 strike, and observing that "the a:)St to managers, 
employees, and the public ha-:; been high", the task force noted "'!he 
situation might well have been different. Air Traffic controllers 
enjoy their work as much or rrore than any other group; they like each 
other; they and their managers \'tOrk in relatively small groups; all 
managers begin as controllers, creating a cannon ground and creating 
upward nobility cpportunity; non-supervisory anployees in the FM 
receive good pay and benefits; employees find it exciting to be part of 
the aviation a:>111Tlunity; and they -are intensely proud of their skills 
and aware of their reponsibilities. There is a feeling of being 
special, elite, a-:; part of the Air Traffic Control System. Many other 
organizations would envy these attributes in attempting to construct 
teaITE instead of adversarial groups." 

'1he task force noted that managers in the system were used to giving 
orders to aircraft and treated enployees in Ill.lch the same way. The 
groul? th~t org~ized PATCO "tested their leaders constantly but were 
obedient \tihen it rounted." In earlier years, "They wanted rrore 
~nt~~lers aril better equipnent arrl they were impatient with the 
inability o~ the system to get these things done. Managers, wanting 
the same things from congress, not so subtly encouraged the tactic and 
the concessions were \'tOn." 

The ta<3k force listed nore than a dozen steps that it deemed 
"esser:itial" to improve management and employee relationships within air 
traffic arrl throughout the entire organization. Arrong these steps are 
C1 )tcong;rn for the develcpnent of human resources· (2) the use of a 
~:ill~ :~~r: ~reful select~on and prope~ t;aining of managers 
of authority; (4) bette~d~rkf_(3)_de(51egatio~ ~ de~ntralization 
(6) rrore obJective emplo= perlg~!5?ns, ) ~lexibility in staffing• 
and ( 7) pay p:>l · · th .z .._.._ .. u.auce appraisal and reward syst ~ 
of work perfo~;es at nore accurately reflect the level and qu~ity 
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LABOR 

Full and effective operation of the U.S. air traffic rontrol system 
will require the hiring of between 8,000 and 10,000 experienced 

. rontrollers. Virtually all the trained and available \'>.Qrk force will 
have to oome fran the 11,000 dismissed fran the civil service as the 
result of an illegal strike. 'Ihese individuals were arrong the rrost 
talented -- including the rrajority of the controllers who handled peak 
hour traffic in the nation's largest airports. 'lb readl such positions 
normally requires rrany years of training and \'>.Qrk experience. 

A restoration of productivity in the air transportation - as in other 
fields -- will require the enthusi'astic and conscientious support of 
well-trained, highly qualified skilled labor. 

i 

In its report to the Reagan ooministration in March, the task force 
ronvened by Transportation Secretary Drew Lewis and FM Administrator 
Lynn Helms said that despite the high rrorale and rema.rkable work done 
during the period after the PA'ICO strike," ••• as rronths passed, the 
crisis became a tiring routine; traffic was tending to push toward 
greater volt.me and variability; and Air Traffic managers were often 
reverting to the heavy-handed supervision that had been repressed by 
the union." "Many employees in the Air Traffic System were nearing the 
tiire they could retire and expressed an intention of doing so." "Those 
who had hoped for a new day were becaning dispirited, seeing little 
basic dlange, anticipating another tmion arrong new controllers, and 
fearing the ronsequence of future changes in Administrators, 
Secretaries, and Presidents. Plans for a major restructuring of 
facilities and technology were announced by the FM whidl were 
impressive and exciting in technical terms but involving complicated 
adjustments in human terms • " 

I 

"As Secretary Lewis and Administrator Helms had suspected, the FM 
needed urgently to initiate actions to strengthen management and 
employee relationships ••• within the Air Traffic Control System." 

'It? s9l~e the personn~l management problems within the FM would require 
sign~ficant dlanges in the rules and policies governing the civil 
service as a whole. Pcor ccmm':1Jlications, _ low rrorale, too many layers 
of managemei:it, lack of <;lel~ation, excessive centralization -- these 
are the basic dlaracteristics of the entire government structure. 

'lb rrodify_such ~angements, if it were possible, would not necessaril 
~lve basic staffing_al)d str'l;lctural difficulties. Even should the y 

ngr~s ~ ~e oomin~stration act to dlange the system drasticall 
the ti~ required to piece together such action and the · · y' 
a:>mplexity of such steps might delay this action for political years. 

• 
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Even with changes to the overall system, the FAA would be left with_ 
(1) an untrained managerial staff, including many wbo are poorly suited 
to this role; (2) a curnbersorre bureaucratic structure; and (3) a set of 
administration-imposed restrictions that prevent the hiring of trained 
and experienced controllers. 

In the event that suootantial changes do not take place with respect to 
the air traffic control system, the nation can expect continuation of 
well established trends: (1) increased rate of early retirement 
(doubled from 1978 to 1980); (2) increased rate of transfers to other 
organizations (doubled fran 1976 to 1980); (3) increased rate of 
operational errors throughout the system (up 50 percent in past 
decade) ; and ( 4) decreased number of operations handled by each 
controller (down 50 percent since 1948). 

'Ihe task force report has established that the system is already on 
another collision course. Moreover, with an influx of new and 
untrained controllers, the stresses on the system may return it to the 
state which led to work slowdowns and sick-outs rrore than a decade ago: 
serious understaffing, excessive overtime, lack of vacation, equipment 
failures, poor management, and the like. 

FAA Administrator Helrrs has crlmitted in private conversations that 
occasional and uncoordinated slowdowns have been observed fran time to 
time in recent rronths; similar reports have C'OITle from industry. 

'Ihe seriousness of the problem within air traffic control should not be 
underestimated. 'lb quote the FAA task force study "the entire lower 
levels of the work force, in Air Traffic especially, are ••• a 
self-protection cluster, where subordinates are interpersonally banding 
together for their mutual protection fran a harsh system. • • • Under 
extremely harsh conditions, one will find a counter-dependent 
cohesiveness which contributes little or nothing to the organization." 

Such conditions are rare aroc>ng U.S. workers -- accounting for only four 
percent of all workers according to the task force, and usually seen in 
blue-collar, non-supervisory settings. 'Ihe task force concludes: "Not 
oi:tlY is the strike by air traffic controllers consistent with what 
~ight have ~n expected, but also the prevalence of this same [type] 
in the _profiles of other levels -- Technicians, Air Traffic Team 
Supervisors, and perhaps even Facility Chiefs and Sector Managers -
suggests ~at trouble and disruption in other form:; and fran other 
sources might occur." 

~or ~is.reason,~ a~e proposing a well-established procedure for 
instituting organi~a~i?n~ change: creating a new organization to 
assume ti:ie. res~ns~illties for providing air traffic control services 
~ providing it_with_the necessary revenue to perform these duties ' 

e new corporation will absorb the FAA 1 · · · · • 
structure far rrore efficient than the fedpeerrsalonnbue and facilities into a 

reaucracy. 
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Traffic Control Corporation will establish p::>licies and procedures in 
direct response to the recorrmendations of the Reagan administration 
task force. It shall be the corporation's intention to employ a 
collaborative rranagement style, in which \'.Orking-level controllers 
play an active role in the decision making, and in whidl the long-range 
needs and goals of the employees are a paranount consideration. 

Unions and Employee Associations. 'Ihe management of Traffic Control 
Corp:::>ration will cooperate fully with any and all elected 
representatives of ernployees of the corporation. In the structuring of 
employee a:xnpen.sation and benefits, persons dlosen by \'.Orking 
controllers to represent their interests will be consulted and their 
views fully reflected in the proposed packages. 

We should note, however, that it is the corporation's goal to provide 
\'.Orking conditions and communications system:; that will make a new 
union a superfluous expense. It should be observed that rrnst 
controllers belonged to a professional organization that did not pursue 
disruptive policies in past years, and that the corporation will 
encourage such professional association. 

Hiring. Traffic Control Corporation agrees to hire air traffic 
controllers and supervisory personnel on the basis of merit alone, 
giving first consideration to those persons currently ernployed in the 
operation of the system. Merit selection will be made on a 
non-discriminatory basis, taking into account previous training and 
experience. Former air traffic controllers dismissed as a result of an 
illegal job action will be given an opportunity for re-employment in 
accordance with President Reagan's assurance that these \'.Orkers should 
be.considered for p:)Sitions with other government agencies and in the 
private sector. 

C~vil Service. FM will continue to provide p::>licy guidance and 
direction to the corporation whidl acts as operator of the system. will 
t~t ~ evaluate ne~ technology as it is developed by the contra~tor; 
will inspect~ review the operation of the air traffic control 
system; and will take such other oversight actions as are deemed 
necessary to as~ure the continuation of the highest p:)Ssible level of 
safety and quality control. 
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SUNLIGHT CORPORATION 

Q. What is Sunlight Corp:>ration? What management expertise has it 
in this area? 

ANS: Sunlight Corporation is a small ronmunications and financial 
services firm based in Washington. It specializes in systerrs analysis, 
planning, and management of cx:mnunications and in financial planning 
and analysis. It has conducted a variety of projects for such clients 
as NASA, the Office of Tedmology Assessrnent of the U.S. Congress, the 
National Alliance of Business, the National Association of Private 
Industry Councils, Fairchild Industries, and others. 

This project was undertaken initially in an attempt to prevent serious 
consequences to the national economy, the national defense, arid the 
aerospace industry. 'Ihe unsolicited proposal resulted fron a thorough 
analysis of the alternatives available for the restoration of air 
transport capacity. The restoration of this industry is a vital 
pre-condition for the nation's economic recovery and continued growth. 

Sunlight Corporation will assist the new firm with carununications and 
ht.nnan relations, but it will be managed by a group · of outstanding 
executives from the aviation and aerospace industry, supported by an 
ex-pert team of former FAA senior managers. · 
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STRIKES 

Q. How can a private corporation prevent a strike that v-Duld 
jeopardize the national interest? 

ANS: Nothing can prevent free rren from striking. Oaths of office and 
. sudl step:; have already proven ineffective in preventing job actions. 

The experience of August 1981 will, however, convince FAA controllers 
that other actions -- v.Drk-to-rule slowdowns and sick-outs -- are nore 
likely to achieve results than strikes. Such job actions are extremely 
undesirable, but it appears fran nearly fifteen years of FM history 
that this agency, under the best leadership, cannot prevent such 
actions. 

Traffic Control Corporation will have several advantages over the FAA. 

First, it will establish open canrnunication.s and effective management 
from the beginning. Close ties between the controllers and their 
management will do mudl to prevent a hootile environrrent from 
developing. 1he corporation will have a fresh start toward harrrony -
something that would be impcssible within the FM. 'lb assure that this 
start is not loot, Traffic Control Corporation will hire only well 
qualified and well-trained managers. 1he firm will also avoid the 
complicated and cumbersome management structure that characterizes the 
federal bureaucracy. A relatively small, decentralized management 
structure will be established -- suited to the nature of the air 
traffic control operation. 

Second, as productivity improvements lead to corporate profits, half of 
the profits will be provided to employees via an employee stock 
ownership trust. If employees participate in any slowdown or other job 
action, they will harm the profits of the corporation and will thereby 
looe the cpportunity to gain ownership of the firm. 

Third, an employee stock ownership trust will be established to permit 
employees to gain ownership in the corporation over a period of years. 
Any action taken again.st the corporation will, in the end, be an action 
taken against the employees themselves. Employee-owned corporations 
are generally impervious to unionization and resistant to job 
disruptions. 

Fourth, as automation progresses, Traffic Control Corporation employees 
will see their total compensation rise earn tine the number of 
employees declines. 1his will provide an incentive to avoid 
featherbeddi~ practi~s. Even these employees who leave their jots as 
controll~rs will benefit as~ result of their stock ownership in the 
~rpor~tion. ~ly by de~rting fran the corporation can employees cash 
in their stock in the retirement plan. 
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Fifth, the proposed contract with the government calls for a fixed 
price for services Oller the 10-year perioo of the agreement. A strike 
will not increase the arrount of noney called for in -the contract. 
Increases in individual canpensation will depend entirely on increases 
in productivity. By preventing workers fran taking advantage of 
consumers via a rronopoly firm, this arrangement will eliminate a major 
cause of strikes. 

Sixth, at the conclusion of the 10-year contract perioo, the 
performance of the corp::>ration will determine whether its contract is 
renewed. This will provide a strong incentive to work for the overall 
good of the system and to meet government and client's standards for 
effective action. 

Seventh, in the event of a strike, the government C'OUld cancel the 
contract with Traffic Control Corp::>ration for non-performance. 
Airlines and others could sue for losses resulting from the 
corp::>ration's failure. This step could bankrupt the corp::>ration and 
wipe out the employee trust fund for retirement. In such an event, the 
FM could tum to another corp::>ration to hire the controllers, possibly 
cutting salaries and reducing employrrent as part of the rehiring. 

Eighth, the corp::>ration will provide for instant and binding 
arbitration of all grievances. Such a step will prevent minor probleoo 
fran becoming far rrore serious. This is a procedure no.v used in some 
coal mine disputes. 

Ninth, all employees will be informed prior to hiring that they may be 
dismissed without recourse for taking any action whidl imperils the 
safety of the air transporation system, reduces its efficiency or 
capacity, or does not prorrote the effective use of aviation. Specific 
performance standards will be set, and individuals will be pranptly 
dismissed for failure to adhere to these standards. 

For these reasons, it appears likely that the Traffic Control 
Corporation will be better able to prevent job actions than the FM has 
been. 
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POLITICAL 

Q. Is the attempt to rehire the oontrollers an effort by the Reagan 
administration to win favor with organized labor? 

ANS: Although we believe this step shows the President's ooncern for 
the interests of all ~rkers and is evidence that lcSt year's firings 
do not represent a policy of deliberate action to undermine labor 
unions, the purpa,e of this action is not primarily the short-term 
p::,litical gain. 

It is, however, consistent with the President's long-standing 
comnitrnent to reduce goverrurent interference with the private sector 
and to beqin the de-bureaucratization of the nation. 

'Ihe oontract with Traffic Control Corporation also fulfills the 
President's campaign commitment to \o.Drk toward the solution of the 
long-standing problerrs in the managenent of the air traffic control 
system. This step is taken despite the illegal strike undertaken by 
air traffic oontrollers in violation of their oath of office. 

The President hcS previously made clear that, while he \o.Duld not permit 
the oontrollers to return to their previous ,PC6itions with the FM, he 
\o.Duld give them every opportunity to take positions with other federal 
agencies and ~uld not block their employment in private industry. 

An FM study conducted after the strike indicated that the strike was 
the culmination of many years of escalating tension between labor and 
management -- the blame for which rrust be laid at the feet of those who 
have held management ,PC6itions -- fran the FM Administrator and the 
Secretary of Transportation to the U.S. Congress and the President. 
There actions and inactions permitted an extremely poor ~rking 
environment to continue for nearly t\o.D decades. Many of these 
oondition.s are due to policies that affect all government \o.Drkers. 

This action is oonsidered the rrost rapid rreans for eliminating problerrs 
that have affected labor relations at FM for nearly t\o.D decades. 
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The arrangement will end legal efforts to reinstitute the Professional 
Air Traffic Control Organization as the official bargaining agent for 
controllers. Employees of the new corporation will have the sane 
freedom to join a union as do employees of other private businesses. 

Q. lbn't m::>St Americans oppose the rehiring of the dismissed 
controllers? 

ANS: No. A 38-city survey conducted in March by Dallas-based Action 
Market Researdl found that a declining majority (52 percent) of 
Americans still support the President's decision to fire the striking 
controllers, but that t\t.U-thirds (66 percent) of the 7,765 surveyed 
said they believed that the strikers should be rehired. 

This shift in sentiment has occurred despite the lack of favorable 
coverage for the strikers. Traditional American concern for the 
underdog may be expected to push these figures further toward support 
for the dismissed controllers, particularly as they have shifted to a 
quiet and diplomatic approadl fran their forrrer confrontational 
strategy. Under these circumstances, administration support may be 
expected to continue eroding as time goes by. 

Q. Won't a decision to rehire the dismissed controllers hurt the 
President politically? 

ANS: To prevent substantial losses in the November elections, the 
President must take direct and aggressive action to stimulate the 
economy. 

Conservative columnist James J. Kilpatrick said recently that the 
Republicans could lose 50 seats in the House and might lose control of 
the Senate unless the economy turns around by September. Republican 
political advisors are telling candidates that they should not count on 
an economic upturn to assist them_ this fall, and should try in.stead to 
blane the Deirocrats for current economic conditions. 

This strategy appears unlikely to succeed, as is evidenced by recent 
surveys showning that a majority of Americans (60 percent) blane the 
President for the current recession, and that Ted Kennedy \t.Duld defeat 
Reagan if the election were to be held now (according to a recent 
Harris p::,11) • 

The decision to shift a major goverrurent cperation -- one which has 
~n plagu~ by problems for rrore than tw::> decades -- to private 
industry will be seen as a rold JTOve to use the power of the executive 
off~ce to bring about a renaissance of the national economy. Sudl an 
action rould be used to prove the President's p::,int that native 
American ingenuity and entrepreneurial skill will prove to be the 
solution to the nation's ills - and that we should not look to the 
bureaucracy for our solutions. 
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This oold action will be strongly endorsed by conservative and 
libertarian elements in the society, and will gain popular .support by 
showing hCM the size of government may actually be reduced. Many 
actions to dismantle government agencies are viewed with skepticism by 
Americans, who believe sudl actions are cosmetic attempts that simply 
rearrange the ooreaucracy without eliminating significant operations. 

'Ihe step will also win support fran middle-class w::)rkers who will see 
the rehiring as evidence of the President's willingness to temper 
justice with mercy and as proof that his actions will lead to a 
stronger and healthier national econany through a shifting of resourc:es 
and responsibilities to the private sector. 

The irrurediate effort to rehire fran 8,000 to 10,000 people and the 
subsequent actions by airlines to rehire pilots and crews to fly planes 
into hub airports, where capacity restraints will be lifted, will 
provide an indication that unemployment recovery may be expected and 
give voters a reason to believe that the administration will succ:eed in 
developing mechanisrrs for re-employing America. 

Traffic Control Corpor~tion will irrurediately have offices in rrore than 
400 locations, will acquire up to 25 locations in resort areas for 
training and canmunications facilities, and will undertake a vigorous 
effort to proirOte air travel and improve canmunity relations. Such 
steps, seen across the U.S., will help stimulate press attention to 
other small businesses that are growing as a result of Reagan econanic 
steps. 
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SUPPORI' AND OPJ?a3ITIOO 

Q. What Congressional opposition do you anticipate? 

ANS: Our initial discussions with Congressional staff indicate that 
suJ?P)rt will be found frcm key members of rormittees involved with 
aviation, finance, budgeting, and governm:?nt operations. Congress 
recognizes the severe eoonornic difficulties faced by the nation and the 
serious problerrs posed by the air traffic oontrol impasse. Should the 
administration select this approach as the best p:)SSible solution to a 
very difficult problem,~ expect members of Congress fran both sides 
of the aisle to be extremely cooperative in its implementation. 

Q. What do members of the four Congressional comnittees involved 
with air safety think of the idea? Have the chairmen and members been 
oonsulted? 

ANS: All key ccmmittee staff have being informed of the nature of the 
proposal, and their views will be fully reflected in the final 
agreement. 'Ihe 90-day transition period is designed to permit the 
resolution of any differences annng the interested parties. 

Q. Are FM Administrator J. Lynn Helrrs and Drew Lewis favorably 
disposed to the plan? 

ANS: 'Ihe unsolicited proposal to the FM was presented to 
Administrator Helrrs on June 8. Helrrs observed that he philosophically 
suJ?P)rted the idea of privatization and had reviewed such an approach 
during the rronths following the strike. He noted that other executives 
had suggested this oourse to him, but that he had been unable to find a 
means for implementing the approach. He noted that the danger of 
strikes, the p:,tential for cost escalation, and the resistance of 
working oontrollers to rehiring were the IOCGt serious problerrs to be 
overcome. We noted our methods for meeting the first two problerrs and 
promised to investigate the third. 

In a subsequent letter,~ indicated our views on the third area and 
offered to provide additional information regarding the solution. We 
also urged Administrator Helrrs to bring this matter to Secretary Lewis 
through the proper chain of ccmmand. 

Mr. Helrrs did not respond to this letter. 

Give~ the oon.siderable importance of this matter, the approval of the 
Pr~1~ent and the endorsement of Secretary Lewis will be required, in 
add1t1on to the formal agreement of the FM Administrator. 
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Q. What do the airline pilots and passenger associations think of 
this idea? 

ANS: The airline pilots are interested in increasing the pilot's 
participation in the control system, a method that is compatible with 
the corporation's goal of minimizing centralized control and reducing 
the danger of single-point failures. Increased capacity would rooan 
additional jobs for pilots. 'Ihe Air Line Pilots Association is, 
however, following the lead of the airline industry -- whidl is 
primarily to provide quiet support to virtually all actions of the 
Reagan administration. 

Organizations representing airline passengers are expected to endorse 
this approadl as a rooans of improving service, reducing delays, and 
preventing cost increases due to re-regulation of the market. 

Q. Hes the concept been endorsed by the FM, OPM, or a-18? 

ANS: 'Ihe concurrence of all three agencies would folla,, upon the 
approval of the president. 

Q. Ix) airport owners and operators have to rehire strikers and let 
them back in the towers? 

ANS: Air traffic control is the responsibility of .the FM. Except in 
rare instances airport owners and operators do not employ controllers 
nor oversee the q:>eration of the system. Nevertheless, airport owners 
and operators will be clooely consulted during the 90-day transition 
period since the new arrangement will be intended to improve the 
efficiency of their operations and to increase their operating 
flexibility. 

Q. How do private aircraft owners and operators feel about the plan? 
Have all users been consulted? 

ANS: General aviation will be given greater freedom to operate as a 
result of the return of capacity to the system. During the transition 
period, the interests of private pilots will be given special 
attention, to assure that private aircraft are not forced to pay for 
and use a system that is designed to serve carmercial and military 
users. 

Traffic Control Corporation will also \',Ork to prorrote greater use of 
private aircraft, an FM responsibility that has been often neglected. 
The corporation, which will depend on increases in voluroo and 
reduction in costs as its only rnethcx:ki of gaining profits, has a strong 
financial incentive to prorrote general, carrrercial, and military 
aviation. 
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LffiISIATIOO 

Q. What legislation would be required to permit turning the air 
traffic control system over to a private corporation? 

ANS: No legislation is required, since the use of contractors or civil 
servants to perform the work of a federal agency is a decision left 
solely in the hands of the executive branch. Congressional action to 
confirm executive policy for sudl transitions would be vecy desirable, 
however, and a Congressional resolution may be sought during the 90-day 
transition period to formally endorse privatization as a means of 
reducing the oost of gove~nt. 

Congress could, of course, pass legislation to prevent contracting for 
air traffic control services. Discussions with key Derrocrats make such 
legislation appear extremely unlikely. 

Q. D:)esn't the law require that FAA operate the air traffic control 
system? · 

ANS: Yes, but FAA is not required to operate this system with civil 
service employees. It may choose to run the system with governrrent 
v-Drkers, employees hired under individual contracts, or it may turn to 
one or more a private companies to supply the service. All three 
methods are used corrnronly by irost government agencies, and are 
particularly cornrron in sud! vital national areas as space and 
defense. 

By contracting with Traffic Control Corporation to perform the v.0rk 
necessary to assure a safe, efficient, and productive air 
transportation system, FAA v.0uld be better able to meet its legal 
responsibilities. Over nearly tv.0 decades, the FM has had a 
corranendable safety record, but has been plagued by serious management 
problems. A study completed by the Reagan administration in Marcil of 
this year indicated that the labor-management difficulties experienced 
by the agency should be expected to continue. Since then there have 
been unconfirmed reports from the airline industry that a slowdown may 
now be in effect at some en route traffic control centers. 'Ihe FM has 
also proven a poor performer in the important area of prorrotion of 
aviation, and in the maintenance of capacity and efficiency. 
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PRIVATIZATIOO 

Q. Who conceived of the "privatization" concept? 

ANS: '!he term "privatization" may have been coined as a contrast to 
"nationalization" -- in which goverrurent takes over a private firm and 
runs it like a government agency. Privatization ~d reverse this 
trend toward ever-expanding goverrurent b..lreaucracy, which rost 
observers believe leads to inefficiency and economic decline. 

'!he official policy of relying on the private sector -- business -- to 
produce the goods and services required by government goes back ~o the 
Eisenhower administration and has been endorsed by every succeeding 
administration. 

The General Accounting Office, which watches over goverrurent spending 
for the Congress, recormnended in 1978 and 1981 that the long-standing 
fX)licy be formally endorsed by Congress. '!he GAO recommendation is a 
result of the finding that government agencies have consistently chosen 
to expand civil service staff rather than allowing private firrrs to do 
the work -- despite mnnerous studies showing that many jol:s could be 
done far rore efficiently by rosiness. 

Senator S.I. Hayakawa (R-cA) introduced a joint resolution recormnending 
this p:>licy after the 1981 report by the General Accounting Office. 
Extensive hearings were held at ·that time. Subsequently, Senator Lloyd 
Bentsen (D-JI'X) introduced his own rneasure stressing that small 
businesses should be given the opportunity to take over this work. At 
the present tirre, Senate bill 2278 "The Economy in Goverrurent Act of 
1982," introduced by Senator John East (R-NC) and Senator Hayakawa, is 
pending before the Committee on Goverrurent Affairs. Hearings were held 
May 19, but no further progress is expected on this legislation unless 
sorre dramatic action provides sufficient impetus. Formal adoption of 
this 1.egislation, or a resolution expressing the sense of the Congress, 
could be sought during the transition period to encourage other such 
actions. 

One of the nation's leading experts on management, Peter Drucker, 
suggested the term "reprivatization" in a chapter called "'.Ibe Sickness 
of Goverrurent" in his 1968 book The Age of Discontinuity. Drucker said 
"'Ihe next major development in p::>litics, and the one needed to make 
this middle-aged failure -- our tired, overextended, flabby, and 
impotent government -- effective again, might therefore be 
reprivatization of the "doing," the performance of society's tasks." 
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Drucker argued that many institutions could take over the job of doing 
the ~rk needed to reach . the goals set by governrrent, but that rosiness 
w::>uld be particularly important because "it is predaninantly an organ 
of innovation; of all social institutions, it is the only one created 
for the express purpose of making and managing change. All other 
institutions were originally created to prevent or at least slow down, 
change. '!hey becorre innovators only by necessity and IOCSt 
reluctantly." 

Q. Ix> any other countries have privately managed traffic control 
system:;? 

ANS: Yes. Switzerland -- the \\Orld 's oldest derrocracy ( forrred in 
1291) -- has a system operated by a private corporation. Several 
developing countries have also turned to private firrrs for aid in 
handling air traffic control. An English firm, International Aeradio 
Ltd., reportedly has contracts in Malaysia and Abu Dhabi and has 
recently been recruiting dismissed air traffic controllers to ~rk in 
other countries. · 

Q. Ix>es the "privatization" concept apply to other areas of the 
government? 

ANS: Yes. 00B has said that private cperation could help cut 
government costs by several billion dollars and could result in as many 
as 400,000 civil service personnel either noving to the private sector 
or being reassigned fran current jots in whidl they provide services or 
products to responsibilities for setting p:,licy and assuring its 
irnplerrentation. 

Q. What will be the reaction of federal employee unions and 
associations and other organized labor to the concept of private 
operation? 

ANS: Al though one might expect unions and employee group:, to fear any 
action that ~uld disrupt the status quo, there are a nwnber of reasons 
why they are expected to endorse this solution. First, although the 
new corporation will have no union and management expects to provide 
w::>rking conditions that reduce the likelihood of a union forming, all 
employees will be eligible to join a union if they so desire. If such 
a union is certified to bargain for the employees, it will be entitled 
to the rights and protections given to all unions in the private 
sector, including the right to arbitration of grievances. 

Public service un~ons are at a severe disadvantage in negotiations with 
the governrrent, sin~ they do ,:iot have the right to binding arbitration 
- the best alternative to strikes. Working conditions are often 
extrerrely poor in the public sector, as FM studies of their own 
employees have shown. 
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'!he improved working conditions, and the right to gqin ownership of the 
company are significant benefits to the \t.Orkers. As a further 
protection against breakdowns in relations between management and 
working controllers that might otherwise lead to strikes or slowdowns, 
errployees will be entitled to instant compulsory and binding 
arbitration of grievances. 

During the transition period, employee associations and union leaders 
will be consulted to assure that this rrove will provide better working 
conditions for transferring employees and that the rights and interests 
of remaining federal workers .will not be jeopardized. 

Q. What voice will civil servants have in the conversion? 

ANS: During the transition period, civil servants at FAA and 
throughout the government -- and organizations representing public 
service workers throughout the nation -- will be consulted regarding 
the arrangements for converting fran government to private 
operation. 
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QUASI -G')VERNMENT CORPORATIOOS 

Q. Won't this end up being just like the Postal Service? 

In several instances the government has created organizations with sorre 
characteristics of private corporations to conduct government program:;. 
'Ihe closest to a private corporation is Comsat, created by the Kennedy 
administration to give the U.S. a strong presence in the market for 
satellite corrununications services •. 'Ihis profitable and effective 
private firm was created by the government and stock was sold to users 
and the general public. 

Perhaps the least effective government-created corporation is the U.S. 
Postal Service, a rronoPJly created as the result of a labor impasse. 
This action strengthened the EX)S'ition of established unions, increased 
the cc:st of operation by increasing salaries across the board, and 
promised continuing sul::sidies and a permanent rronopoly over a vital 
portion of the American economy. 'Ihe lack of employee ownership has 
severely impaired incentives for cost reductions, and the PJWer of the 
unions has led to tremendous increases in postage costs over the past 
decade. 

Amtrak and Conrail, both of which have required huge sul::sidies, despite 
the best efforts of skilled and conscientious managers, fall somewhere 
between CoJTEat and the Postal Service. 

Traffic Control Corporation is not a government-created corporation. 
It is a private corporation created as an entrepreneurial effort with 
the support and assistance of industry. It will not be a permanent 
rronopoly, but may be replaced by a new firm after the 10-year period. 
It has built-in incentives to adlieve its obligations -- increasing the 
safety, efficiency, and capacity of the air transportation system and 
promoting its use. 

Unlike government-created institutions, Traffic Control Corporation 
will provide_a node~ for individuals and organizations who feel they 
can solve maJor national probleJTE rrore effectively than the existing 
bureaucracy - and without harm to experienced and competent federal 
w:>rkers. 



Traffic Control Corporation -- Appendix (draft) -- page 14 

STUDIES 

Q. If the theory sounds appealing philosophically, shouldn't the 
President appoint a task force of experts to evaluate it practically 
instead of acting hastily and possibly imprudently? 

ANS: Lengthy and expensive studies have already been completed of FAA 
manaqement, nodernization, aoo (X)St allocation for the air traffic 
control system. Detailed studies qf the concept of private control 
have also been completed over the past several years. 

One study, completed by a member of the staff of the Senate Canmittee 
on Cornrrerce, Science, and Transportation when he was with the 
Department of Transportation, compared the coot of FAA-operated control 
towers with comparable facilities run by private firms. 'Ihe study 
showed that the private towers coot just half as mudl to operate as 
those run by the government b.Jreaucracy. 

'Ihe Government has a long history of studying problerrs for rronths or 
years, proposing solutions, and then failing to implement these 
solutions. 'Ihe bureaucracy buries rocst solutions -- sometimes because 
of a lack of incentives for undertaking dlange, sometimes as a result 
of simple inertia, sometimes as a means of self-protection. 

This proposal a::rnes as a direct result of a thorough analysis of rrore 
than a dozen studies of the air traffic control system, the FAA, and 
government (X)St reduction. 'lb assure that no roint is overlooked in 
the transition to private operation, an additional 90 days will permit 
further review of the actual implementation. 'Ibis will also permit 
initial stei:s to incorporate the recamnendations of past studies. 
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CXl-1PETITIOO 

Q. Why shouldn't the FAA allow other firm:; to make proposals to do 
this work? Wouldn't this produce fair competition and a lower price at 
the end of a period of bidding? 

ANS: Sunlight Corporation made an unsolicited proposal to the Federal 
Aviation Administration to provide air traffic control services. 'lb 
reward organizations for assisting the government in solving the 
complex problerrs facing it, 'federal agencies must accept sud1 
unsolicited proposals without turning the idea over to other firm:; and 
permitting them to bi~ to oo the same \\Ork. 

'lb quote government contracting expert He.rman Holtz, author of '!he $100 
Billion Market," ••• an unsolicited proposal is one offered by an 
individual or organization at his, or her, O'Nl'l initiative often based 
on proprietary ideas; that is, ideas and concepts developed by the 
prop:>ser at the proposer's expense ••• the government does not have the 
right to make the proposer's idea known to others and to solicit 
prop::>Sals fran others. 'Ihe government either accepts the proposal, 
with or without negotiation, or rejects it." 

Even if government rules permitted such an abuse of the efforts made by 
a private firm, the tremendous loss to the American economy resulting 
fran the lengthy delays required for implementing cumbersome 
competitive bidding procedures \\Ould far exceed any savings that might 
be achieved by permitting other firrrs to attempt to compete. 

Sunlight Corporation spent nearly 10 months and nore than $250,000 to 
develop the proposed solution to this problem prior to offering it to 
the U.S. Government • .D.Iring this period Sunlight Corporation: (1) 
conducted extensive researd1 into the nature of the problem; (2) 
outlined the key elements of a solution that \\Ould provide significant 
short and long-term benefits to the nation and to the interested 
parties; ( 3) produced an approach that takes into account the ccmplex 
requirements of the many users of the system; (4) provided a method for 
assuring the legitimate interests of all interested parties are 
protected in both the early step:; and over the long run; ( 5) obtained 
the assistance and a::'3vice of key aerospace executives; and (6) 
identified specific individuals to assist in the operation of the new 
corrpany. 

While other firms might have dlosen to do this \\Ork, only Sunlight 
Corporation did so. 'Ihe provision that calls for unsolicited proposals 
to lead to awards without competition has t\\O major benefits. First 
it en?O':lrages o~anizations to spend their funrn to develcp solutio~ 
to critical national problems. Second, it permits the government to 
act quickly to get work done. 
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'Ihe speed with whim sudl a oontract may be approved has in soire cases 
led to abuse. 'lb quote expert Herman Holtz, "Many oontracting 
officials are suspicious of any proposal purporting to be unsolicited. 
They suspect that a governirent executive may have used the unsolicited 
proposal provision as a oonvenient means to circumvent the normal 
procedures, which represent a great deal of w::>rk and. time. A statement 
of w::>rk ~ust be written, solicitation packages must be sent out, with 
time allowed for recipients to prepare proposals, proposals must be 
evaluated, and negotiations oonducted. 'Ihis normally requires six 
rronths or rrore before a project can actually get under way. But an 
unsolicited proposal avoids the writing of work statements and 
evaluation of proposals. So there is always the possibility that a 
governirent executive has actually suggested to a oontractor that he 
offer an unsolicited proposal to do something the governirent executive 
wants done ! " 

This proposal was originated solely by the Sunlight Corporation and was 
presented to the U.S. Government only after its key provisions were 
worked out. No government official enoouraged Sunlight Corporation to 
do the work. The project was undertaken as the result of oonversations 
that began in August 1981 between Benjamin V. Cohen, the financier who 
is credited with authoring the major institutions of the New Deal for 
Franklin Delano Roosevelt, and F. Dennis Williams, president of the 
Sunlight Corporation. 
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COSTS 

Q. What will be the cost or savings to the government of private 
operations? 

ANS: 'l:he proposed agreernent will save the governrrent nore than 10 
percent of its current expenditures in this area -- a total expected to 
be between $100 and $400 million dollars a year, depending on the 
nt.nnber of FAA operations to be transferred to private managerrent. If 
the company is able to reach its profit goal and does not reinvest in 
equipnent or expansion, an additional $50 to $100 million in corporate 

. income taxes w:>uld be due. 

Q. Has the CMB made a cost analysis of the plan? 

ANS: 'l'he contract will be a fixed price contract with the total set at 
10 percent below the arrount currently paid for governrrent cperation of 
the system, including all overheads. 'l:his figure can be calculated 
from the FAA budget without extensive study. The basic methodology for 
sum ca;t comparisons has been completed for sometime, and the actual 
salary and benefits to be paid to corporation employees have been set 
by reference to the CMB Cost Comparison Handbook. The fixed-price 
contract will include sufficient st.UTE for overheads, based on the 
levels currently existing at the FAA. 

Q. How can you promise the government that you will reduce the cost 
of personnel by 10 percent? 

ANS: Our agreement with those who rone to w:>rk for the corporation is 
based on a formula that allows us to pay exactly 90 percent of the 
salary and benefits paid to FAA employees of canparable skill and 
experience. 'l'he average controller n<M on the job has a salary and 
benefits \o.Orth approximately $45,000 per year (of which $32,000 is 
annual salary), not including overtime. Our employees will receive a 
package \o.Orth just over $40,000 (of which $29,000 is salary). 

'lb give the corporation's employees an incentive for improved 
productivity, the ccmpany will share profits resulting from such 
improverrents on a 50-50 basis. We believe that rrore productive 
employees can reduce overall cn:.ts by nearly 30 percent from the 
current system, based on our analysis of this and other government 
operations. 

If we are wrong, the governrrent -:- and users of the system -- will save 
10 percent, the corporation will make no profit, and our employees will 
earn 10 percent less than they have in the past. 
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If we are right, employees and the corporation will share in profits of 
approximately 20 percent -- splitting the overall gain in productivity 
three ways (10 percent for custorrers, 10 percent for the corporation, 
10 percent for employees) • 

We believe a well-managed corporation with intelligent, dedicated 
employees who are given the proper incentives can run rings around a 
bureaucracy. Because we are confident we are right, the corporation 
and its errployees -- who are experts on the system and knCM ways to 
make it w:::>rk better -- will take the risk and guarantee the benefit to 
users in advance. 

'lhe corporation also expects to provide a package of benefits that is 
10 percent less expensive than that nCM offered by the Federal 
Government to civil servants, but that provides greater flexibility and 
superior value to employees. 
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EFFICIENCY 

Q. How can a private operation produce a nore efficient system? 
What can a private company do that government agencies haven't already 
done? 

ANS: Because the oodgets of governm:nt agencies are decided each year, 
the agency cannot make firm carmitrnents to long-term capital 
improvement program:;. Changes in Congress and the administration have 
frequently upset plans for such advances -- the supersonic transport 
and the B-1 banber both ~re cancelled after hundreds of millions of 
dollars ~re spent in their developnent. 

As a result of the budgetary process, large invest:nEnts made over long 
periods of time are particularly vulnerable. As a result, government 
cannot be relied on to purchase the latest technology and implement it 
promptly, despite its excellent intentions. Savings and other benefits 
are delayed and often loot as a result of the cumbersorre system of 
planning and oodgeting. 

Furtherrrore, JX)litical pressures often force a reallocation of 
resources away fran thooe parts of the system that need them moot so 
that other areas may be given at least equal funding. Pressures from 
interest groups or geographical areas can thus upset carefully designed 
nodernization plans. 

A private oorporation can judge the eoonomic issues rrore objectively 
and has an incentive to provide the greatest benefit to all of the 
users -- the people who pay the bill for cperating the system -- since 
they are the source of incorre to the firm. 
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FINANCING 

Q. What preliminary discussion has been held with investment . 
bankers, the SEC or others in the financial corrmunity and what reaction 
has been encountered? 

ANS: Only brief, general discussions have been held so far to prevent 
publicity fran impairing the developnent of the solution; formal 
conversations will be held after the administration agrees to the 
specific elements of the contract. 

Q. What plans have you for allowing the public to buy stock? 

ANS: N'.:> public ownership -- other than by employees and their 
retirement fund -- is contemplated. A number of corporations have been 
asked to make an initial investment of $25,000 each in preferred stock 
of the corporation as a rreans of financing the steps leading to the 
initial contract. 'Ihe option of public ownership could, however, be 
requested by the administration during negotiations. 

Q. How will the new corporation find noney to pay controllers? 

ANS: Sunlight Corporation has financed the research and analysis 
leading to the creation of the new corporation; has conducted extensive 
discussions with representatives of the administration, Congress, and 
industry to assure its successful implementation; and has identified 
executives qualified to undertake management of the new 
organization. 

U.S. corporations are now being asked to purchase preferred stock to 
permit the final \-.Qrk toward the establishment of the new firm. 

The corporation will negotiate a contract with the Federal Governrrent 
that requires the FAA to pay on a bi-weekly basis, without delay. 
This step will eliminate the need for short-term financing. 

Once a 10-year contract has been signed, the corporation should 
encounter no serious difficulty in obtaining financing. Banks will 
readily lend funds on the security provided by a long-term governm2nt 
contract. Am:mg the organizations that will be invited to participate 
in the financing are Wells Fargo Bank, Citibank, and Salonon Brothers. 



Traffic Control Corporation -- Appendix (draft) - page 21 

Q. How much will the corporation pay to buy or lease the FAA 
equipnent? 

ANS: It is a:xmon for the goverrurent to furnish certain iterrs in 
connection with the operation of its contracts (the jargon is 
"government-furnished equipment") • 'Ihe FAA may dloose to supply the 
equipnent as a means of reducing the coots to users (whose funds were 
used to make the original purchase) or it may lease equipment for one 
dollar per year as has been done at sorre small airport towers now 
operated by private contractors, or it may request Traffic Control 
Corporation to acquire the equipnent through a purchase at the 
appraised value. During this time, all of the interested parties will 
be consulted regarding the advantages and disadvantages of permitting 
the corporation to acquire this equipment. 

'Ihe fairest procedure might be for the corporation to purchase all the 
assets of the system through a leveraged buyout, in which the 
government provides a rrortgage for the full value of the equipment and 
the corporation pays for hardware out of future profits at an agreed 
rate. Under this arrangement, the government or a successor contractor 
\'.Duld be required to purchase the entire capital plant at the eoo of 
the contract period. 

Q. 'l'he existing air traffic control system is a multibillion dollar 
capital investment. Why should government allow a private firm to 
profit from its use? 

ANS: Should the parties agree to have this equipment purchased by the 
corporation, the actual price and terms will be set by negotiation 
between the government and the corporation after an analysis of the 
usefulness and longevity of the hardware by experts on both sides. 

Q. Where will the funding come from to buy the FAA equipnent? 

ANS: In a leveraged buyout, preferred stock or bonds might be used for 
the purchase of FAA equipment. Since users of the air traffic system 
have already paid for this equipment, the purchase arrangeirent should 
be constructed to assure that passengers and aircraft owners don't pay 
a second time for the same equipment. For this reason, the bonds or 
preferred stock may be turned over to a development trust fund for the 
air transfX)rtation system. 'Ihis will assure that purchase rroneys are 
set aside for use in ITOdernizing the system. 
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Q. How will the rnultibillion dollar nodernization of the air traffic 
control system be financed by Traffic Control Corporation? 

ANS: Modernization will be financed in ruch the sarre way as it was 
paid for in the past - by a combination of user charges ar:rl sudl 
payments from the government as are felt necessary for defense or other 
national needs. '!be corporation may borrow to introduce the necessary 
equipment at the earliest practical noment. 

'!be exact distribution of costs will be determined during the 
transition period. 'Ibree principles will apply to this determination: 
( 1 ) the benefit of any improvement must clearly exceed the cost; 
(2) the a:x;t should be borne by the party gaining the benefit; ar:rl 
(3) the cost should be dlarged to the beneficiary in the simplest and 
rrost direct fashion p::>5sible. 
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INSURANCE 

Q. How will Traffic Control Corporation pay insurance claims in the 
event of an accident? 

ANS: With tens of millions of takeoffs and landings each year, errors 
in the information or advice supplied by a controller are inevitable. 
One or nore such errors oould lead to loss of life, and the oontroller 
and his oorporation may be held liable. 

'Ihe oorporation must meet its legal obligation to pay for sudl errors, 
in m.ich the same way that airlines and aircraft manufacturers ~et 
their obligation to pay for negligence. Sudl insurance is readily 
available fran a number of sources and will be obtained by the 
oorporation. A cost estimate from Lloyd's of IDndon was obtained as 
the result of a study of privatization of air traffic oontrol several 
years ago. 

Air travel is the safest m:xle of mass transportat ion in the \'.Orld. In 
the few accidents that do occur, sudl causes as mechanical failure or 
~ather ronditions or pilot error are nore likely to be resf)Onsible 
than a mistake by an air traffic oontroller. 

Furtherrrore, traffic rontrollers do not have final resf)Onsibility for 
the safety of aircraft passengers. Their role is limited to providing 
information and advice to pilots to assist them in the safe cperation 
of their aircraft, particularly in areas of heavy traffic. Pilots -
not ground personnel -- are the final authority in the cperation of 
their craft. 

For these bo.o reasons, insurance claims against rontrollers \'.Orking for 
a private company should be relatively uncanrron, and the cost of sudl 
insurance should be nodest. 

Despite this fact, the Federal Government has regularly paid all clairns 
made against the government -- even in cases where controllers ~re not 
at fault. 'Ibis has added tens of millions of dollars to the annual 
federal budget. 'Ihe oorporation would defend itself against sudl 
suits, thus reducing the overall cost of such litigation. 
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. . 

Q. How \IK>uld aircraft and sen er insurance rerniums be affected 
by a c ange from a proven, safe, effective system to one that is 
unknown? 

ANS: No dlange at all will occur in the management or operation of the 
air traffic control system during the 90-day transition period. 
Traffic Control Corporation will limit its cperating role to supplying 
experienced controllers to augment those now \IK>rking for the FM. '!he 
FM will continue to manage these employees in the same manner as they 
have for many years~ 

When Traffic Control Corporation ass~s operating responsibility after 
the transition period, it will do so with the full approval of the FM 
a,nd only after it is clear that this step will in no way reduce the 
safety of the system. In fact, as a result of a larger ~rk force and 
certain steps the corporation expects to take to reduce congestion am 
improve service, \..-e believe that safety will be enhanced. 
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HIRIN3 

Q. What safesuards will be established to keep angry controllers 
from seeking Jobs and then sabotaging the system? 

ANS: Traffic Con.trol Corporation will have the assistance of a number 
of experienced controllers, including local and regional union 
officials, in screening dismissed controllers to assure that anyone who 
may constitute a danger to the system is not re-employed. 

FAA managers will be the final authority in permitting a controller 
to rest.nne his duties and nay reject any individual whose actions have 
shown a disregard for safe and efficient operations. As a further 
check to assure harmonious ~rking relations, a rrajority of ~rking 
controllers at each facility may vote in secret ballot to deny any 
individual from resuming controller duties. 

'Ihese mechanisms, combined with the severe penalties that would be 
associated with any effort to interfere with air travel, and the long 
record that controllers have for careful attention to the public safety 
rrake such an event extremely unlikely. 

Q. Will the current controllers be given hiring preferences over the 
strikers? 

ANS: Current oontrollers will all be offered !:X)Sitions with the new 
corporation. Hiring of dismissed or retired controllers for the 
corporation will be based strictly on nerit, with due consideration for 
past oontributions and experience. 

Q. Won't this plan benefit strikers at the expense of those who 
stayed at ~rk? 

ANS. No. '!he proposal will result in the rehiring of sare of the 
dismissed air traffic .controllers - perhaps as rrany as 80 percent -
but rrany of those who chose to strike will not be rehired. Even those 
who are rehired have faced a long, difficult period of unemployment. 

l)Jring the transition period, forrrer controllers hired by the company 
will receive 10 percent less in salary and benefits than the FAA civil 
servants who remained on the job. At the end of this time, those 
~rking for the civil service will be offered ,EX)Sitions in the canpany. 
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'Ihe corporation will offer a package of pay, benefits, and stock 
ownership that should attract virtually all working FAA controllers to 
make the changeover. 'These who prefer to remain with the civil service 
may do so, with the FAA receiving reimbursem?nt for their salaries, but 
eadl of these controllers will be subject to the sane performance 
criteria as other a:xnpany employees. In the event of their dismissal, 
they shall be returned to the FAA for reassignrrent. 

Those \J1o do not wish to continue in their careers as air traffic 
controllers may chocse to take early retirem?nt, accept full severance 
pay and nove to other jots in private industry, or accept reassignrrent 
within the FAA. 

Q. How many of the dismissed controllers do you expect to rehire? 
How will you select the best candidates? 

ANS: We anticipate between 7,000 and 10,000 will be hired to meet the 
compa.ny's needs during the peak travel season and to allow working 
controllers to take leave. A target figure of 8,000 full-tirre 
employees has been suggested by the FAA. 

Many of thooe who went on strike have accepted jots in other fields and 
will not wish to return to work. others may be refused employment as a 
result of actions whidl indicate they may constitute a danger to the 
safe and efficient c:peration of the system. 

Should the corporation find nore qualified controllers than are 
required to fill the number of p:>Sitions available, the cxxnpany may 
decide to reduce \<.Qrking hours and salaries as a means of assuring that 
no shortage of working controllers exists \J1en FAA senior personnel 
return to managem?nt pooitions. 

Q. Who determines which controllers are most qualified to be 
rehired? 

ANS: Since candidates will be informed of the performance standards 
required of all employees, sorre former controllers may decide not to 
apply for p:>Sitions. '!hose \J1o do will be selected on the basis of 
merit - skill, judgment, and experience -- by respected and 
experienced air traffic controllers employed by the Traffic Control 
Corporation, with the assistance of FM representatives. 
Representatives of the dismissed controllers will assist, since these 
individuals can best judge the eroc>tional suitability of candidates. As 
a further ?1eck to assure the safe cperation of the system, FAA 
managers will be the final authority in permitting a corporation 
controller to return to a specific p:>Sition during the transition 
period. 
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ca.1PENSATIOO 

Q. What will Traffic Control Corporation provide in the way of 
salaries and benefits for controllers? 

ANS: Some rrodifications may be made in the compensation package during 
the 90-day transition period, as a result of discussions with civil 
servants and oorporation employees. During the transition, erployees 
will receive 90 percent of their base pay, plus a package of benefits 
valued at approximately $3,000. Included in this package will be a 
fully paid medical and dental plan and social security coverage. 
Half of all oorporate profits will be used to purchase stock in the 
corporation for employees. Shares will be set aside through an 
employee stock ownership trust. '!he price of the stock at purchase and 
at redemption will be set at ten tines earnings. 

Following the 90-day period, Traffic Control Corporation expects to 
provide a number of benefits to its employees -- in part to encourage 
all FAA controllers to convert to corporate employment. Arrong these 
are (1) fully paid rredical and dental benefits; (2) company-paid 
financial planning services to help employees reduce taxes and other 
O'.)Sts and to assist them i .n investing rore wisely and in planning for 
retirement; (3) company-paid educational expenses; (4) company-paid 
health and recreational facilities; (5) company-paid travel 
opportunities; and (6) an employee stock ownership trust that will 
provide for retirerrent benefits through ownership in the stock of the 
corporation. 

Employees will also be permitted to buy stock in the ~rporation at a 
favorable price at the tine they accept employment. 

Q. Since controllers will receive stock in Traffic Control 
Corporation as part of their compensation, what indication do you have 
that they prefer this to hard cash? 

ANS: While certain individuals may prefer cash to stock, rrcst will 
prefer to take stock in view of the incorre tax advantages offered by 
this approach. '!his method will help provide close ties between the · 
working controllers and the corporation; such ties are necessary to 
protect users fran job actions oontrary to the public interest. 
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OOVERNMENT PENSIOOS 

Q. How will retirement and pension plans of civil service w:>rkers be 
handled? 

ANS: Civil servants may (1) retain their vested interest in a 
governnent pension and receive payirents when they reach the normal 
retirement cBe; (2) take their oontributions out of the federal 
retirement program and shift them to a private plan of their own 
choosing; (3) shift their retirement oontributions into stock in the 
retirement program provided by Traffic Control Corporation; or (4) take 
their federal retirement oontributions in cash and invest them as they 
see fit. New employees will be given advice on the benefits and risks 
of each approach during the 90-day transition period. 

Q. Will current controllers who refuse to join Traffic Control 
Corporation lose governnent pensions? 

ANS: No. Civil servants have paid seven percent of their salaries 
toward government retirement, and this rroney cannot be taken fran them. 
'Ibose who choose to oontinue as FAA employees will see no change in 
status. 'I'hose who choose to join Traffic Control Corporation may 
either leave their retirement funds in the government's hands and 
receive an annuity when they reach the age of eligibility, or they may 
convert ~ese funds into a retirement plan provided by the 
corporation. 
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WORKING CCNI'ROLLERS 

Q. Didn't a survey show that many of the \t,Qrking controllers will 
resign if any of the dismissed controllers are returned to \t,Qrk? 

ANS: All serious strikes leave bitterness that must be overcome. 
Management usually \t,Qrks to bring about understanding between the 
strikers and those who remained at work. In this case, however, the 
FM used the strike as a means of uniting those who remained at work. 
By oondemning the strikers and praising those who did not strike, the 
FM hoped to prevent any effort at rehiring. 

These steps were highly successful. A survey by the Roper Organization 
for a Congressional Committee reported in March that a rnajority of the 
\t,Qrking controllers surveyed felt that those who had been fired for 
striking should not be hired back under any cirCUITBtances. 

Sorre of those who wrote in response to the survey said they felt a 
rehiring \t,DUld produce a serious rift in the organization and could 
indicate that the FAA did not value those who stayed on the job. 

Some 58 percent opposed rehiring, while 41 percent of working 
controllers felt that at least some of the fired controllers should be 
returned to their civil service i:ositions despite their violation of 
the oath of office. working controllers in Atlanta and Honolulu have 
written to ask that the fired oontrollers be rehired. 

working controllers were not asked if they would object to dismissed 
controllers being hired by a private coq:x::>ration -- as distinct from 
being returned to their FAA civil service positions. 

The oontrollers 'Who stayed with the FM have shown their ability to set 
aside personal interest in order to serve the national good. It does 

· not seem likely that these workers will resign from high-paying 
positions and leave careers to which they have dedicated many years 
because others -- many of 'Whom now recognize the futility and error of 
their job action - are offered jore with lower pay and benefits than 
those held by the civil servants. 

A number of individuals took actions not oondoned by the majority of 
dismissed controllers. It appe<ilrs likely that none of these 
ind~vi9uals wil~ be ac~pted back into }'.X)Sitions as oontrollers, since 
the1r.1rrespons1ble a~1ons may be a barrier to harnonious working 
relations. Far m::>re v;o~ent strikes have occurred in the u.s. in 
recent years, but ~ost~hty has generally disappeared after work was 
resllllled and CX)JTiffiun1cat1ons reestablished. 
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A lack of canmunication.s between -working and dismissed controllers has 
contributed to the hostility that developed at the time of the strike. 
Little has been done by either side to reduce this antagonism. In 
fact, to maintain rrorale and prarote group loyalty, both sides have 
aggravated this hostility. 

Prior to Traffic Control Corporation providing any controllers to the 
system, Sunlight Corporation will -work with the FAA to conduct a 
thorough communications program with -working controllers. 'Ibis will 
make clear the great value of the service provided by those who 
remained on the job and the irrp:)rtance of their -remaining at their 
posts. It will note that the nation must have experienced controllers 
to restore full capacity to the air traffic control system, which is 
vital to the national econonw and the defense of our country. '!he past 
and pending financial rollapse of ' major airlines, and the overall 
health of the national econonw will be addressed in canmunications with 
the \'.Orking rontrollers, as will the mutual concern of the 
administration and Traffic Control Corporation for the welfare of these 
who stayed at their :p'.)Sts. 

The President of the United States, the Secretary of Transportation, 
and the Administrator of the FAA will all play key roles in 
communicating with these loyal employees. 

It will be made clear that not all strikers will be returned, and that 
-working rontrollers and management will decide who is to be trusted to 
resurre their posts. Working controllers will be asked to set aside 
their strong personal differences and judge each rontroller strictly on 
merit. Should a majority of controllers at any facility vote in secret 
ballot to deny employment to any employee assigned by Traffic Control 
Corporation, the employee shall not -work at that facility. These 
individuals may, however, be assigned to other traffic rontrol 
facilities if, in the opinion of the Traffic Control Corporation and 
the FAA, the vote was due to personal antagonism rather than a judgment 
as to the individual's professional competence and willingness to 
cooperate. 

Q. How will resentment between -working and dismissed controllers be 
minimized?. 

ANS: A selection process that permits FAA managers and -working 
controllers to prevent individuals who may be a threat to the system 
from being returned to \'.Ork will help reduce the danger of open 
hostility. 

~r par ru:rl ~nefits during the· 90-day transition period will be a 
vis~bl~ indic~tion that dismissed controllers have not profited by 
their Job action. 
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'Ihese working controllers and managers who feel they cannot accept the 
return of any dismissed controller will be encouraged to take annual 
leave while they con.sider the con.sequences of resigning their 
positions. Transfers for such employees may also be offered as an 
alternative to resignation, should that becone necessary. 

Working oontrollers will be reminded of the administration's ooncern 
for them and that this action was taken in part to permit them to 
return to regular working hours and to take annual leave that has been 
postponed during the crisis. 

Open discussion of the matters that led to the strike and the ccmron 
interests of these who remained and these who went out will be 
emphasized in corrrnunications. 

Q. Will the working controllers get any added benefits for their 
sacrifices during the past year? 

ANS: Yes. Although the administration has sought additional bonuses 
for working controllers, these have been stalled in Congress and may 
not survive the legislative process. Discussions with Congressional 
corronittees have made it clear that funding to reward the working 
controllers is not oonsidered feasible in the current eoonomic 
environment. 

As a result, Traffic Control Corporation will offer an added incentive 
to srrooth the reunification of the work force. Traffic Control 
Corporation will provide working controllers with an cpportunity to 
earn a $72,000 after-tax bonus. 'Ihese controllers who choase to shift 
from civil service to employment with the oorporation will be permitted 
to buy up to $10,000 worth of stock. 'Ihis stock will be purchased by 
the employee stock ownership trust at a price of $100,000 - using 
profits obtained by productivity increases. After capital gains tax, 
this will leave the working controllers with an after-tax gain of 
$72,000. 
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TRAINTIX; 

Q. Who will train new controllers? 

ANS: '!his will be the resfX)nsibility of Traffic Control Corporation. 
Control Data Corp:>ration, which currently supplies C'OITlputer-based 
training to the FAA, will be invited to play a key role in the training 
of new controllers. 

Traffic Control Corp:>ration· expects to install Plato C'OITlputer terminals 
at all air traffic control facilities to permit continuing education 
and preparation for career dlanges. 'Ihe Plato system offers a wide 
variety of coursew:,rk -- some 12,000 hours -- to prepare controllers 
for w::>rk in marketing, camnunications, engineering, system:; analysis, 
and many other fields. 

The corp:>ration also expects to set up corrnnunications and training 
facilities in resort areas around the nation to permit controllers to 
participate in seminars for educational purposes and to encourage 
better corrnnunications between rnanageITent and controllers. 
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MODERNIZATIOO 

Q. What will happen to the FM rrodernization plan? 

ANS: Traffic Control Corporation will wish to nodernize the FAA 's 
outnoded equiJ;lllent as quickly as fX)SSible, stressing those areas which 
will provide the greatest increase in safety, efficiency and capacity. 
The g:,als of the rrodernization plan will be adopted by the Traffic 
Control Corporation and specific steps will be taken to speed the 
implernentation in accordance with the advice of the FM and other 
interested parties. 

Traffic Control Corporation will review a::mnents on the FM plan with 
the key Congressional canmittee staff members, the Office of Technology 
Assessment, and the White House prior to its implernentation. First 
ste_E:S toward the sdleduling of specific ste_E:S toward implernentation 
will be undertaken during the 90-day transition period. These actions 
will be designed to i,.,ork in conjunction with procedural steps taken to 
reduce congestion at hub airports. 

It is the view of Traffic Control Corporation advisors that certain 
inherent advantages of private cperation -- including greater 
flexibility in contracting and financing -- will permit the 
rrodernization plan to trove ahead rrore quickly and rrore surely than has 
been the case with mast government-funded rrodernization programs. 

Such programs as the supersonic transport and the B-1 bomber have been 
enthusiastically supported in their early years, but after hundreds of 
millions of dollars were spent, the programs were cancelled. With . 
changes in the makeup of Congress and the administration, sudl shifts 
in direction may lead to the delay or dismantling of long-term capital 
improvement programs like that now proposed by the FM. 

The best neasure of an organization's ability to use the latest 
technology is a review of actual condition of the capital equipnent and 
systeJTE currently owned and cperated by the organization. Nunerous 
reports have criticized the FAA for failing to maintain reliable 
systeJTE and for poor procurernent of capital systeJTE. 

In re~n~ years, reports fran the administration, Congress, and others 
have ~~icated that ( 1 ) FM' s cxxnputer technology is outnoded and of ten 
~nreliable, (2) FAA has accepted delivery of canputers and left them 
idle for nore ti:ian tv.0. years because software was not ready; ( 3) aged 
ba<;:k-up generating equipnent remains installed, despite the high 
maintenance costs and the potential sacrifice in system reliability· 
and (4) long delays due to canputer backlogs make weather reporting' 
ext~~y ~nac°;lr~te and unreliable. Such dated equipnent and systeJTE 
result m inefficiency and unnecessary risks to the system. 
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CCNI'INGENCY 

Q. What happens to all the controllers if "privatization" doesn't 
work? IX> they go back to civil service or what? 

ANS: I:X.Iring the transition period a number of contingency plans will 
be developed to assure the safe and continuous operation of the system. 
Contingency plans will permit a return of the system to government 
operation (nationalization) or the transfer of the contract to another 
corporation that might supply employees under contract to support 
government operations. It is unlikely that either of these 
contingencies \'.Ould ever be necessary. 



, .. 
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PROBLEM 

Q. You say clear evidence has surfaced that the conditions in the 
air traffic control system may \','Orsen. What is this evidence? 

ANS: '!he FM study o:xnpleted in mid-March warned that labor relations 
problerrs -were very likely to surface again, and that rrorale and 
attitudes arrong the controllers who stayed on the job had deteriorated 
badly. 

Airline executives and others have reported unusual delays in portions 
of the system. Particular difficulties have been noted at the 
Indianapolis en route center. FM Administrator Helrrs has admitted 
privately that occasional and uncoordinated slowdowns appeared to be 
taking place prior by early June. An unannounced \','Ork-to-rule slowdown 
could serious aggravate the economic problerrs of the 
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SAFETY 

Q. Shouldn't public safety be a ooncern of government rather than a 
job delegated to a profit-oriented private company? 

ANS: Absolutely. 'Ihe FM will naintain a staff of experienced 
personnel to assure the safe operation of the air traffic oontrol 
system by closely nonitoring the practices of the oorporation. 'Ihis 
role in :EX>licing the oorporation will assure the proper separation of 
:EX)wers. 'Ihere are serious difficulties with any system in which a 
government agency is required to :EX>lice itself. Organizations have a 
natural tendency to rover up errors that nay reflect badly on 
management decisions or practices. As a result of this, in fact, NASA 
has in the past been asked to take over certain :EX)licing functions that 
would normally be assigned to FM. 

With deregulation of the industry, the FAA should be taking greater 
care to assure that no q:ierator undertake cost-cutting efforts that 
might lead to serious safety hazards. 'Ihe use of less skilled pilots, 
inexperienced mechanics, and inferior aircraft by ooth established 
operators attenpting to avoid bankruptcy and new carriers attempting to 
C'O!Tlpete by extreme cost cutting present very serious hazards to the 
future growth of the industry. 

Q. You say FAA will have oversight responsibility for safety. What 
happens if the private operation rejects or refuses the advice or 
orders of FAA? Who's in charge? 

ANS: 'Ihe final authority and res:EX)nsibility for the operation of 
program::; mandated by the government remains with the government. 'Ihe 
implementation of this authority in the nost effective nanner will 
require careful detailing of the relationship between FAA and the 
Traffic Control Corporation during the 90-day transition period. 

This relationship will be based on the basic principles set forth by 
the GAO for the proper functions to be performed by government 
employees: ( 1) making value judgments required to establish the 
:EX)licy, direction, and priorities of federal program::;; (2) oollecting 
taxes ru:ic1 oontrolling other nonetary transactions; (3) administering 
regulations and laws; and (4) analyzing and evaluating work done by 
contractors to the government. 
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DEFENSE 

Q. You refer to the serious consequences for national d~fense 
resulting from the sharp reduction in military air traffic control. 
What is the situation? 

ANS: Information on actual cperations has not been rele<:35ed by ~e 
military, although rep::>rts have reached us fran sources in the Air 
Force that senior officers have written to the Pentagon to warn that 
military training flights have been curtailed so sharply as to 
constitute a serious problem for preparedness. 

Q. How will J;rivate operation of the air traffic control system 
serve the nation's defense needs? 

ANS: Operation by a private corporation will enhance the nati~nal 
defense both in the short-term and in the long run. By restoring the 
full capacity of the system during the peak sllillm?r travel period, the 
nation will be able to rrobilize rapidly in the event of a national 
emergency. Without such action, our rrobilization \'tOuld be seriously 
delayed as a result of the shortage of air traffic controllers to guide 
the efficient novement of large numbers of aircraft. 

'Ihe restoration of the system will also permit the FAA to return 
military controllers to their primary duties. Although results of the 
reduction in the number of military controllers are not so apparent to 
the general public, the transfer of these controllers to the civil 
sector has forced a sharp reduction in military training flights and 
has also reduced flight cperations generally; a fully cperational 
military air traffic control system is vital to military preparedness. 

During the transition period and thereafter, Traffic Control 
Corporation will conduct discussions with the Defense Department to 
assure effective integration of the civil and military systerrs in peace 
and war. '.this will assure interoperability -- one of the primary goals 
of U.S. defense planning. 

In the long run, a rapid and cost-effective rrodernization of the air 
traffic control system will enhance our national security. 'lb the 
extent that this nodernization does not provide significant benefits to 
corranercial and general aviation, the coots of the rrodernization will be 
borne by the defense department. 
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pJ. You state that tens of thousands of pilots, attendants and ground 
personnel .have been laid off as a result of reduced operations. Can 
you substantiate those numbers? . 

ANS: An exact figure \tOUld be difficult to canpile; our estimate is 
based on reports carried in the press and provided by companies and 
labor officials during the ITDnths following the strike. We have not 
included in this calculation the layoffs that have occurred 
suooequently as the result of the failures of smaller airlines and the 
collapse of Braniff, which idled 11,000 employees. 



Traffic Control Corporation -- Appendix (draft) -- page 39 

CONTROLLER'S UNIOO 

Q. What arrangements exist between the controller's union and 
Sunlight Corporation? 

ANS: Although the direct participation of the representatives of 
striking workers is not absolutely essential to the resolution of this 
problem, their cpposition could result in Congressional efforts to 
block the plan, to interference and delay in hiring controllers for the 
system, or to disruptions after individual controllers return to 
work. 

Furtherrcore, based on studies of the air traffic control system that 
were done under the Nixon and Reagan administrations, it appears that 
the source of the labor-management difficulties was p:,or management by 
the FAA. 'Ihe union formed and becane militant as the result of an 
unresponsive and inflexible management. 

After those who led controllers into an illegal strike last August 
resigned from office, Sunlight Corporation contacted the newly chosen 
representatives of the dismissed workers to discuss the company's 
proposal to restore the nation's air traffic control system to full 
operation. 

The first oontact occurred on March 9. After two rronths of discussions 
regarding the plan, Sunlight president F. Dennis Williams met with the 
union's executive board on May 15 to outline the approach and discuss 
how it might affect fired controllers. Williams reccmmended to the 
board that they disband PA'lm as a rreans to facilitating a solution. 
On May 21, Gary Eads, the appointed president of the Professional Air 
Traffic Controllers Organization, acting on behalf of the board, 
advised Sunlight Corporation that the union \«)Uld cooperate with 
Sunlight in the implementation of the plan and would encourage its 
members to seek employment with the firm. 'Ihe union has agreed to 
assist in assuring that only trustworthy individuals are permitted to 
return to duty as controllers. 
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Union representatives have advised Sunlight Corporation that they will 
continue to seek legal and other remedies to return dismissed 
controllers to work, but that it agrees that the privatization of the 
system offers the best dlance for solution of long-standing problems. 
For this reason, union representatives have formed a new association 
which may be used to organize the thousands of new controllers being 
trained by the FAA. 

Q. Will PA'Im be recertified under the plan? 

ANS: No. PA'.ICO has gone into liquidation. Sunlight Corporation 
enoouraged PA'Im to end its legal battles rather than pursuing an 
appeal to the Supreme Court. All legal battles -- including cases 
pending before the Merit Systems Protection Board -- will become a m:x>t 
point, since the FAA will no longer employ controllers directly. A new 
union oould, however, seek to organize the employees of Traffic Control 
Corp:>ration, just as it might seek to organize controllers currently 
v.0rking for the FAA. Given the record of the union, however, it v.0uld 
find it very difficult to win the votes of a majority of employees, 
provided the new oorporation rreets its corranitments promptly. 

Q. Are current controllers represented by a union? 

ANS: No. A number of reports of rrorale problem; at certain facilities 
v.0uld indicate that v.0rkers may soon be subject to an active organizing 
effort by public employee unions. 
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BURN--Ol1.I' 

Q. What makes ~u think private operation will solve basic problems 
like "bum-out? 

ANS: We don't believe what is called "burn-out" can be prevented, but 
~ believe a rrore flexible system of management -- not burdened by the 
uniformity required throughout the civil service -- can assist 
employees with the transition to other careers. , 

What is comrrnnly called "burn-out" may be rrore exactly described as a 
desire to cnange careers after 20 years as an air traffic 0'.)11troller. 
Many people -- teachers, scientists, lawyers, and others -- make the 
sane decision after many years in the sane field. 

Traffic Control Corporation will provide free vocational, rollege and 
post-graduate training to prepare its employees for other careers. 
This training will also be helpful in easing career changes for other 
employees who find the rigors of the rontroller's life too difficult. 
A well-designed system for advanced career training will give the 
rorporation and its employees the ability to develop into new areas if 
and when automation reduces the number of employees needed to operate 
the air traffic rontrol system. 

A 1970 study of the FM recorranended that rontrollers receive training 
for second careers. Congress agreed, but it has never provided funds 
to permit such a program. 'Ihis, in part, is a cause of the continuing 
probleITE in labor relations faced by the FAA. 




