Is Privatization of Air Traffic Control on the Horizon?
How the sequester is shaping ATC reform
Robert Poole
October 4, 2013
http://reason.org/news/show/is-privatization-of-air-traffic-con

What British lexicographer Samuel Johnson said about impending hanging – that it concentrates a man’s mind – applies perfectly to the US aviation community and the mandatory federal budget cuts known as the sequester. 
That measure required all agencies in the ‘discretionary’ part of the federal budget to cut about five per cent of their 2013 budget across the board. But since Congress didn’t get around to making this take effect until half-way through the 2013 fiscal year, agencies such as the Federal Aviation Administration (FAA) had to cut nearly 10 per cent from their budgets for the second half of the year – April through September. 

And that led to the FAA’s plan to shut down 149 visual flight rules (VFR) control towers operated by contractors and to furlough – or temporarily lay-off – nearly all employees including controllers for one day out of every 10. Only after the furloughs had been in effect for a week did Congress enact emergency legislation to give FAA the budget flexibility to shift funds from its airport grants programs into its operating budget, reversing both the furloughs and the contract tower closures. 

That traumatic event was bad enough for the air traffic control (ATC) system, but the aviation community soon realized that they had won only temporary relief. The sequester is a ten-year cost-cutting measure, enacted in 2011 by Congress – with the support of President Obama – as an incentive for negotiation of a grand bargain on taxing and spending to address the longer-term fiscal crunch caused by ever-expanding entitlement spending. 

As long as no such grand bargain is reached – and it is nowhere in sight – the next nine years will see continued annual sequester cuts. And that prospect threatens not only the ongoing operations of the ATC system; it is a potential death sentence for the FAA’s $20 billion NextGen modernization effort. 

The first serious cry of alarm was issued late in February by the FAA’s own Management Advisory Council. On February 27, it sent a strongly worded letter to the chairs and ranking members of the House and Senate committees that deal with aviation saying that the funding and governance system for the FAA is broken and needs to be replaced. Specifically, the letter called for replacement of the current hodge-podge of aviation excise taxes with sustainable funding sources and the creation of a governing board for the FAA that could work out the specifics of the funding sources – and presumably make other policy decisions. 

Discussion 

If you think that sounds like an opening for creating a self-supporting air navigation service provider (ANSP), you’re right. In the months since then, both before and after the short-term FAA rescue by Congress, there has been extensive private discussion among aviation stakeholders about how the United States is the only developed nation whose ATC system can become a political football, held hostage to overall national government budget problems. Self-funded ANSP models such as Airservices Australia, DFS Deutsche Flugsicherung, NATS, and Nav Canada are being discussed by a surprising set of people, given the history of prior debates over “privatizing” US air traffic control. 

For non-US readers, a brief recap of that history is in order. Back in 1985, the Air Transport Association (ATA), recently rebadged as Airlines for America, released a study calling for a self-supporting federal ATC corporation. There was no support for the idea in Congress, and the general aviation community was leery for fear that ATC user fees would be unaffordable. 

The idea was revived by Vice President Al Gore’s reinventing government policy shop, which led to a detailed 1994 proposal from the office of Transportation Secretary Federico Pena. Its two-volume study called for shifting ATC out of the FAA into a US Air Traffic Services (USATS) corporation. Rep. Norm Mineta (D, CA) introduced the enabling legislation, and this time, supporters included ATA and the relatively new controllers union, National Air Traffic Controllers Association (NATCA). But the general aviation groups once again were in opposition, and the chairman of the House Aviation Subcommittee, Rep. James Oberstar (D, MN), kept the bill bottled up, where it died. 

A subsequent national commission headed by the then recently retired Mineta proposed a somewhat watered-down version of USATS, which would create a separate Air Traffic Organization (ATO) within the Department of Transportation (DOT), funded mostly by transaction fees and able to issue revenue bonds. Congress eventually approved an FAA reorganization that created the ATO within the FAA but gave it neither the user fees nor bonding authority. 

During the George W. Bush administration, a newly militant NATCA fiercely opposed any move toward ATC privatization, trying unsuccessfully to eliminate the contract tower program and to prevent the outsourcing to Lockheed Martin of the Flight Service Station program. Under then-FAA Adminstrator Marion Blake, the FAA sought ATC user fees and bonding authority for the ATO, but NATCA and the general aviation community joined forces in opposition. And the ATA made things worse by running a media campaign demonizing business jet users as fat-cats that ought to pay the same user fees as jet airliners, on the grounds that “a blip is a blip.”

Earthquake 

With that as background, you can begin to see why statements open to discussing a self-funded ANSP from leaders of today’s NATCA and several general aviation organizations constitute something of an earthquake. The first such public statement came from Craig Fuller, president of the Aircraft Owners and Pilots Association (AOPA), the huge and politically influential membership organization for general aviation pilots. 

In an interview posted on the AOPA Live website on May 5, Fuller talked about the US ATC system as the only major system entirely within government and subject to its budget and political process. He noted that in light of the sequester:

Questions are being asked increasingly around Washington about what the future should look like . . . And I think those questions should be raised. . . . There’s lots of things that go along with [commercialization] that would have to get resolved. But the long-term funding that our ATC system needs, and the continuity of that funding, are very difficult under a political system . . . . Whether we could find a way to do it, with something that’s tied to government but less run by government . . . we’re going to have to address. 

The following month saw a blog post by Mac McClellan of the Experimental Aircraft Association and former editor of the general aviation magazine Flying. Titled Time to Privatize ATC? it discussed the success of Nav Canada in improving ATC in Canada without harming general aviation with high transaction fees. Instead, as he explained to private pilots, aircraft up to three metric tons pay only a modest weight-based annual fee to Nav Canada, typically less than $100. He also described his experience flying in both Canada and the United States. 

Yet another sign of rethinking was evident at a one-day conference on NextGen, sponsored jointly by pilots’ union ALPA and controllers’ union NATCA, in Washington on June 27. The panel on funding included the heads of five aviation stakeholder groups (and me): Air Line Pilots Association, International (ALPA), NATCA, Airlines for America (A4A), Regional Airline Association (RAA), and National Business Aviation Association (NBAA). NATCA president Paul Rinaldi called the sequester a “game changer” that has sparked serious rethinking about how ATC is funded and governed. 

The current system is “broken,” he said, and needs to be replaced with one that is both sustainable and insulated from politics. He mentioned Nav Canada as an entity that is far enough ahead of the FAA technologically to potentially take over the North Atlantic and possibly other areas of oceanic airspace. He added that “NATCA’s not signing up for privatization,” but they are signing up for a conversation on replacing the broken status quo. 

Interestingly, although the comments from Captain Lee Moak (ALPA), Nick Calio (A4A), and Roger Cohen (RAA) were less dramatic, all three agreed with Rinaldi that the current funding system is broken and should be replaced. The only dissenter on the panel was Ed Bolen (NBAA). He defended the current FAA funding system as generally reliable and stable over the years and defended the general aviation fuel tax as better than any kind of direct user fee. 

What can we make of all this? I’ve been involved in debates over ATC policy for several decades, and the general impression of people who have been following this issue has been that the likelihood of achieving something like US Air Traffic Services or Nav Canada in the United States is very low. Some have said it’s because the controllers’ union would never support it; others have claimed that general aviation will always be able to mobilize opposition over the idea that ATC user fees would make flying unaffordable. Airlines have generally supported commercialization in principle, but are assumed to believe it’s a lost cause because of controllers and general aviation. 

But as I see it, the sequester is changing all that. In private conversations with numerous stakeholders last year and this, I’ve been amazed at the change brought about by the first year of the sequester. It seems to me the potential now exists for creating a US adaptation of the Nav Canada model, with a stakeholder board that fairly represents all key aviation stakeholders. I’m distressed that NBAA is not yet ready to engage in this conversation, but the business jet community has far less clout than private pilots. And from a political standpoint, private pilots tend to support Republicans in Congress while unions have influence with Democrats. If an ATC corporation coalition emerged among airlines, controllers, and private pilots, it might well have the critical mass to get Congress to take such a proposal seriously.
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