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INDEPENDENT OFFICES APPROPRIATIONS FOR 1962

MONDAY, JUNE 12, 1961

U.S. SeNATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, D.C,
The subcommittee met at 10:05 a.m. subject to call, in room F-39,
the Capitol, Hon. Warren G. Magnuson, Chairman of the subcom..
mittee, presiding.
Present: Senators Magnuson, Ellender, Hayden, and Allott.

OrricE oF Crvin AND DEFENSE M OBILIZATION

STATEMENT OF FRANK B. ELLIS, DIRECTOR; ACCOMPANIED BY:
EDWARD A. McDERMOTT, DEPUTY DIRECTOR ; LEWIS E. BERRY,
ASSISTANT DIRECTOR FOR PLANS AND OPERATIONS: WIL-
LIAM §S. HEFFELFINGER, DIRECTOR OF ADMINISTRATION ;
CHARLES H. KENDALL, GENERAL COUNSEL; HUBERT R. GALLA-
GHER, DIRECTOR OF SPECIAL LIAISON ; GERALD R. GALLAGHER,
DIRECTOR OF RESEARCH; G. LYLE BELSLEY, DEPUTY ASSISTANT
DIRECTOR FOR RESOURCES AND PRODUCTION: RALPH E.
SPEAR, DIRECTOR OF PROGRAM AND POLICY; PAUL F. WAGNER,
DEPUTY ASSISTANT DIRECTOR FOR TRAINING, EDUCATION
AND PUBLIC AFFAIRS; EUGENE J. QUINDLEN, DEPUTY ASSIST-
ANT DIRECTOR FOR FEDERAL, STATE AND LOCAL PLANS; WIL-
LIAM R. WILSON, DIRECTOR, BUDGET AND FISCAL OFFICE;
EDWARD S. JOHNSON DIRECTOR, BUDGET DIVISION; DR,
JOHN D. PORTERFIELD, DEPUTY SURGEON GENERAL, PUBLIC
HEALTH SERVICE, DHEW; AND SHELBY T. GREY, FOOD AND
DRUG ADMINISTRATION.

Lerrer 1o Commrrrer

Senator MaGNusoN. The committee will come to order. We are
beginning hearings this morning on the Civil and Defense Mobiliza-
tion Appropriation.

We have with us Mr. Frank Ellis, who is the Director of Civil and
Defense Mobilization.

Mr. Ellis, you have a short statement here. You also sent the
committee a letter, which we will place in the record in full,

(The letter referred to follows:)




INDEPENDENT OFFICES APPROPRIATIONS, 1062

~ Execurive OFFICE OF THE PRESIDENT,
Orrice oF Civit AND DEFENSE MOBILIZATION,
Washington, D.C., June 8 1961.
Hon. WARReN G. MAGNUSON,
Chairman, Subcommiltee in Charge of the Independent Offices Appropriation Bill
for 1962, U.S. Senate, Washington, D.C.

Dear Mr. Cuamuman: In response to your letter of June 2, 1961, concerning
our recommendations for changes in the independent offices appropriation bill
for 1962, 1 am transmitting herewith the changes we propose, identified and
arranged by page and line of the bill as reported to the House.

The 1962 budget presented to Coniress by the previous administration has
been carefully reviewed and reaffirmed by the current administration. As indi-
cated by the President in his address to Conzress on May 25, 1961, action is
being taken by the executive branch to reassizn certain responsibilities for civil
defense and mobilization programs, to be followed by transmission of proposals
for a much strenithened prozram which will include, in all likelihood, budzet
requests for more than triple the bud.et currently pending before Con ress. In
view of the urcency attached to improvinz our nonmilitary defense, it is hizhly
essential that the basic request for $104,200,000 be allowed in full. The pro:irams
covered by this basic request are consistent with the areas of inereased emphasis
proposed by the President and full appropriation of the funds requested is necessary
to provide a sound base for expansion.

ne particular feature of the House committee bill which is completely un-
acceptable to efficient and economical administration of a nationwide civil defense
and mobilization program is the languaze imposin: an artibrary ceilinz of 303
positions on employment in the Washiniton, D.C., area. Une of the most
important single functions inherent in this pro.ram is the provision of coordination
and guidance, on behalf of the President, to the sprawling Federal establishment
at the seat of Government, insuring consistency of emergency planning and readi-
ness actions, preventing duplication, and assurinz uniform Federal leadership for
the States and cities throughout the United States. This restrictive lansuage
must be eliminated to wive the President the flexibility of action so essential to
realine and reassi.n these programs in any manner he determines in the best
interest of the Nation.

In addition to the changes enclosed for the OCDM portion of the bill and the
recommended deletion of section 303 of the General Provisions, I request favor-
able consideration of the changes proposed by other agencies, particularly the
General Services Administration, to restore funds for provision of radioactive
fallout protection in Federal buildings. The incorporation of such protection in
Federal facilities is an indispensable factor in demonstrating Federal leadership
and example to the States and cities across the Nation.

Sincerely,
Frang B. Ewvus, Direclor.

OFFICE OF CIVIL AND DEFENSE MOBILIZATION
Savaries aNbd ExpeEnsEs—GENERAL RESTRICTIONS
(Estimate, $6,000; 1961 act, $2,500; H.R. 7445, $3,000)
REQUESTED AMENDMENT TO H.R. 7445

Page 2, line 22, after the word “oxceed;” delete, “$3,000”, and insert in lieu
thereof, *$6,000"'—restoring the appropriation language to that contained in the
estimate.

JUSTIFICATION

From time to time, dignitaries from foreign countries visit the United States
to discuss, among other things, the civil and defense mobilization plans of the
Nation. Reciprocal visits, for similar purposes, are made by high officials of
OCDM. Governors of the State and directors of State and local ecivil defense
organizations meet with the Director to discuss civil and defense mobilization
problems and plans to strengthen the survival capabilities of the Nation.

On these oceasions, courtesy demands that the Director entertain accordingly.
With increased emphasis on Federal civil defense functions and greater participa-
tion of State and local organizations, it is anticipated that the Director will be
having more high-level discussions with State governors and civil defense directors.
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Savaries ANp Exrenses—GENERAL RESTRICTIONS

REQUESTED AMENDMENT TO H.R. TH45

Page 3, line 2, after the word “travel” insert, “excluding rental of passenger,
motor vehicles;"’—restoring the appropriation language to that contained in the
estimate.

JUSTIFICATION

Prior to 1962, rental of passenger motor vehicles was budgeted as an item of
“all other” expense under object class 07, and by object class definition was ex-
cluded from the travel category and appropriation lanzuage limitation. On July
22, 1960, the Bureau of the Budzet redefined and realizned the standard object
clagsifications. In this realinement, the rental of passenzer motor vehicles from
Government motor pools was ineluded under object class 21—travel and trans-
portation of persons, To assure that vehicle rental payments are lezally separated
from normal commereial travel, the Bureau advised that agencies may propose
specifie exclusions of such payments from travel limitations. Therefore, the ex-
clusion phrase set forth above was recommended in the 1962 0CDM budget
submission.

The dollar travel limitation established by the House is the same amount
($900,000) as requested in the budzet, and the same as authorized in the 1961
appropriation. This indicates that the Committee intended to continue our
allowance at that level. However, their failure to insert lanzuage excluding
vehicle rental from the limitation may raise a lezal question at some future date
as to the proper accounting classification of rental costs. Vehicle rental funds
are used to reimburse the General Services Administration for cars permanently
assigned to the Headquarters and rezional offices for normal administrative re-
quirements. They sometimes also are used for short operational trips for one-
time conferences or similar requirements. The use of vehicles is fully reflected
in the OCDM budget justifications for Salaries and Expenses.

It is strongly urged that the clarifying wordinz set forth above be included in
the appropriation language excluding costs for rental of vehicles from the travel
limitation, thereby affirming, the intent of Congress to continue travel expenses
of OCDM at the 1961 level.

SALARIES AND ExXPENSES
(Estimate, $30,500,000; 1961 act, $25,346,000; H.R, 7445, $25,000,000)
(House hearings, p. 633)
REQUESTED AMENDMENT TO H.R. 7445

Page 3, line 2, strike out *‘$25,000,000" and insert in lieu thereof ““$30,500,000",
the estimate.
HOUSE REPORT NO, 440

“The committee has allowed $25 million for personnel and other operating
expenses of the ageney, a reduction of $5,500,000 in the budget estimate. This
is the same level of appropriation as Congress approved for 1961, except for a
$346,000 reduction the committee has made in jobs in the District of Columbia
from its present high level. * * * For 1962 the authorized staff level in this ap-
propriation is 1,600, * * *V

JUSTIFICATION

The House committee allowance reduces the number of permanent ecivilian
positions in OCDM from 1,650 budgeted to 1,600. By reducing the appropriation
to the 1961 level, it also eliminates the expansion requested for communication
warning, public information and education. The effect of each of these reductions
is discussed in the following paragraphs. A separate recommended amendment
to the bill has been prepared deleting the appropriation language imposing a
ceiling on employment in the Washington, D.C., area.

Civilian positions.—The civilian employment level of 1,650 reflected in the 1962
budget requests represents the lowest employment level proposed by OCDM or
its predecessor agencies in recent history. It was based upon the principle of
maximum delegation of operating functions to other Federal agencies and the
States, with the OCDM role restricted to coordination and guidance to the greatest
extent feasible. The request was slightly below the 1960 end strength of 1,653.
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The House committee action would require reduction-in-foree action to bring the
total agency employment of 1,644 as of June 2, 1961, down to the 1,600 allowed.
This action would have to be taken in the face of the Administration decision set
forth in the President’s message to Congress on May 25, 1961, to strengthen and
expand the Federal civil defense programs.

nder the “tight” budget policy adopted for preparation of the 1962 budget,
OCDM is unable to reduce civilian employment from the 1,650 budgeted without
cancellation or deferment of ongoing activities. This solution is not acceptable
in view of the urgent need for a strengthened civil defense and mobilization effort.
Therefore, it is strongly urged that funds be restored to the amount requested,
thereby supporting civilian positions of 1,650.

Communications.—The increases requested for 1962 represent improvements
to emergency communications systems to safeguard against failure under attack
conditions.

National Communications System No. 1: With funds appropriated in 1961,
thig system was converted to full-time operation, with cireuit rerouting to bypass
probable target areas. If the increased fund request for 1962 is not granted, this
full-time operation ecannot be sustained for the entire year, and the protected
routings will have to be relinquished. Further, the plan to provide alternate
direct communieation routes from the OCDM eclassified location to the OCDM
regions will have to be discarded.

National Communications System No. 2: This radio backup svstem will
become operational during July 1961 at six OCDM regions and the Battle Creek
headquarters. In the summer and fall of 1961, equipment will be installed to
key relocation sites in 22 States. The 1962 increases are required to maintain
this new system and provide for a modest increment for equipment for additional
States. Maintenance funds are essential to the proper protection of this equip-
ment. Denial of funds for new equipment will mean that nonmilitary defense
communications must continue to depend solely on wirelines o more than half
the States.

Control of electromagnetic radiation (CONELRAD): An increase of $180,000
is requested for payment of rental of program lines to civil defense offices. These
costs were previously paid by the Air Force but have been deleted from the 1962
military budget. If these circuits are dropped, the capability of furnishing the
populace with emergency information during a CONELRAD alert will be lost.

Warning—The 1962 budget requested increased funds to extend the OCDM
warning network by 53 points to a total of 500 points, thereby providing instant
warning information to all major centers in the United States. Denial of this
increase will prevent these extensions and force cancellation of some of the points
added in 1961 in order to reduce costs to the 1961 level. The 1962 budget also
included an increase to permit the installation of National Emergency Alarm
Repeater (NEAR) generators in the State of Michigan as a pilot program for
dissemination of warning to individual homes. The House committee action
will force postponement for at least a year, and will set this most vital and im-
portant program back a corresponding length of time.

Public information.—This program embraces all means and methods of con-
veying information to the public including printed materials, radio and television
program materials, exhibit construetion, briefing, and training aids and related
supplies, materials and transportation costs. The total amount requested in the
budget, $3,010,600, represents an outlay of less than 2 cents per capita. Over
the years, expenditures in this area have averaged less than 1 cent per capita,
yet OCDM is distributing more than 75 million pieces of printed materials
annually. It is supplying program material to 3,500 radio stations and 575
television stations. OCDM exhibits were viewed by over 6 million people in
150 cities in fiscal year 1960. The radio industry has donated $122 for every
dollar OCDM has spent for radio programing. We cannot take advantage of
this valuable cooperation if we are unable to supply adequate material.

We have made progress with the funds available but greater resources are needed
to meet the increased demands for survival information and program materials.

Education.—The largest single increase requested in the 1962 budget for this
appropriation was an increase of $2,450,300 for the adult education program on
weapons effects being conducted by the States under contract with the Office of
Education. This program was closely examined by the House committee and
several questions were raised concerning the actual results being achieved in
increased civil defense capability (pp. 635 through 649 of the House hearing).
It is submitted that this search for positive results in the second year of a new
program overlooks the favorable impact of a good educational program on the
masses in general.
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A number of radio and television programs were generated locally as a result
of these courses and local discussions, meetings, seminars, ete., were participated
in by instructors and graduates of these courses. For example, in Nebraska
the county agents who took this course are now teaching the concepts throughout
the agricultural organization with which they work. Many school superin-
tendents require their teachers to take this course and they in turn take civil
defense concepts back to their classrooms. In one city, nine teachers and
administrators completed the course.

The influence of educational leaders is invaluable. Other groups of influential
community leaders who regularly enroll in civil defense adult education eourses
are; Kiwanis Clubs, Lions Clubs, Exchange Clubs, Rotary Clubs, Military
Reserve units, Air Patrol units, i"I'.-\’:s, veterans groups, and school nurses.
The influence of these leaders can be franslated into numerous examples of con-
structive action taken by communities and States. In many instances where no
civil defense organization existed prior to the teaching of civil defense adult
education classes, there is now a director of civil defense and a working organiza-
tion. PTA leaders and teachers who have taken the course have been instru-
mental in making civil defense concepts a part of the sehool eurriculum.

Civil defense directors in States where the program is in progress speak highly
of its value as a contributing factor in overcoming public apathy toward civil
defense. 1In one small town a model shelter was built as a result of the adult
education course. In another city, post office employees who took the course
set up a soft drink machine as a fund raising project to purchase radiation detec-
tion instruments and shelter supplies. Two rooms of the basement of the post
office building are being equipped as a fallout shelter for the employees and their
families. Commerecial and educational television stations in Fiorida, Texas,
and Minnesota give free time to put the civil defense adult education course on
the air. Civil defense adult education State and local staff members appear on
radio and TV programs, write newspaper and magazine articles, and speak to
organizations, not only on the civil defense adult education program but on the
need for an active civil defense. During March, Florida alone reported 45
appearances before groups and on radio and TV.

f no increased resources are available for this program, we will be unable to
extend it to additional States and will be forced to control the rate of expansion
in the States where it is in progress.

It is recommended that the full request be granted to permit extension of the
program to include 33 States by the end of fiscal year 1962.

Savraries AND ExreEnses—GENERAL RESTRICTIONS
(House hearings, p. 653)
REQUESTED AMENDMENT TO H.R, 7445

Page 3, lines 2, 3, and 4, strike out “Provided, That the foregoing amount shall
be available for not to exceed 303 positions in the District of Columbia area.”

HOUBE REFORT NO. 449

‘¥ * * except for a $346,000 reduction the committee has made in jobs in the
District of Columbia from its present high level. Such personnel are now over 50
in excess of the 303 specifically allowed by the Congress for 1961. For 1962 the
authorized staff level in this appropriation is 1,600 and the positions in the Dis-
trict of Columbia are earmarked in the language of the bill at not to exceed the
303 approved for the current year.”

JUSTIFICATION

Following House committee action on 1961 appropriations in April 1960,
several comprehensive studies were made for the purpose of carrying out the
desires of the committee concerning a reduction of 50 positions in the Washington
area. All these studies concluded that an arbitrary ceiling for staff in the Wash-
ington office could not be established without creating imbalances and inefficiencies
in the national nonmilitary defense program. Consistent with the underlyin
purpose of Reorganization Plan No. 1 and in compliance with specific Presidentia
instructions, actions were just being completed to elarify and expand the roles
of the Federal departments in nonmilitary defense, requiring inereased daily co-
ordination with all agencies located at the seat of government. Furthermore
one of the key features of the national shelter policy being carried out by OCDM
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required stronger Federal coordination at the seat of government to insure ade-
quate guidance and example on the part of the Federal establishment. These
additional responsibilities, all in the Washington area, negated every attempt to
reduce the Washington staff. To the contrary, in the several months which have
passed since these studies were made, requirements for additional staff have
arisen in many resource fields. However, no additional staff has been added and
the Washington staff today stands at 345, compared with 363 requested in_the
1961 budget.

It is pointed out that the House committee recommendations were substantially
complied with on an agencywide basis. The total positions were reduced to
1,650, a reduction of 50 from the 1,700 positions budgeted for 1961.

Promptly upon inauguration in January 1961, President Kennedy expressed
his concern with the structure and functions for our nonmilitary defenses and
directed a series of studies to determine the improvements that should be under-
taken. The policy recommendations resulting from these studies were incor-
porated in the President’s address to Congress on May 25, 1961. These recom-
mendations stressed the need for an expanded effort by a{? propriate Federal
agencies and announced his intention to reconstitute ('lCD.f as a small staff
coordinating agency. The imposition of a statutory ceiling on positions in the
Washington area denies the President the flexibility essential to reorganizing and
reassigning functions in the most effective manner in the Distriet of Columbia.

It is entirely possible, although not definite at this time, that the reconstituted
small staff coordinating agency for OCDM in Washington may not exceed 303

ositions. However, many employees may be assigned along with functions to
ederal departments and agencies in the Washington area. Adherence to this
limitation would require that these assignments be made to field installations.

It is strongly recommended that the restrictive language concerning positions
in the Washington area be eliminated from the bill and the size of the Washington
staff be left to the discretion of the President.

CiviL DEFENSE AND DEFENSE Mosiuization FuNcrions oF FEDERAL AGENCIES
(Estimate, $8,700,000; 1961 act, $6,567,000; H.R. 7445, $6,567,000)
(House hearings, p. 675)

REQUESTED AMENDMENT TO H.R. 7445

Page 3, line 19, strike out ““$6,567,000" and insert in lieu thereof ““$8,700,000,"
the estimate.
HOUSE REPORT NO. 449

“The committee recommends an appropriation of $6,567,000 for alloeation
to other Federal agencies for earrying out delegations of authority from OCDM.
This is a reduction of $2,133,000 in the $8,700,000 budget estimate and is the
same amount as was provided for this purpose in 1961. It will support an aver-
age of 498 jobs in other agencies, which are in addition to the 1,600 in OCDM."”

JUSTIFICATION

In the first days of this administration, consideration was given to the expansion
of the civil defense and mobilization activities of other Federal agencies. We
accepted the limited expansion proposed in the 1962 budget and decided to con-
sider further expansion in subsequent vears.

The importance of the modest expansion set forth in the 1962 budget is under-
lined by our determination to utilize the skills of present peacetime Federal
agencies in an emergency. Under this coneept, Federal agencies must organize
to fulfill their emergency role now, or there may be no Government after attack.

The House allowance not only precludes expansion of the Federal agencies
emergency activities, but forces us to reduce “going” activities to absorb the cost
of managing the medical stockpile, which had been financed in fiscal vear 1961
from another appropriation.

Thus, the existing obligation rate, including stockpile management, exceeds
$6,822,000 annually. To earry out a program of limited expansion, as proposed
in the budget, increases totaling $1,878,000 are requested as follows:

Agriculture.—An increase of $142,000 is requested to train radiological monitors
for the Federal fixed monitoring system and to engage specialists for the prepa-
ration of plans to manage food stocks in an emergency.
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Commerce.—The increase of $194,000 will finance the full-year cost of personnel
who were employed for a part of fiscal year 1961, Business and Defense Services
Administration representatives for the OCDM regional offices, and an updating
of the National Loeation Code for OCDM's National Resource Evaluation Center,

Federal Aviation Agency—The inecrease ($142,200) covers radiological instrue-
tion costs at c¢ivil air faeilities, recurring costs which were funded for only a part
of a year in fiscal year 1961, and two lisison employees to plan civil aviation
defense,

Health, Education, and Welfare—An increase of $910,000 is devoted to the
Department’s two specific postattack roles, emergency health and emergency
welfare. With no increase in funds, as provided in the House action, only very
limited aetivities in increasing the Nation's capability for survival through
medical self-help, expanded functional training, and other disaster measures
are possible.

One of the urgent activities planned for fiscal year 1962 is the initiation of a
medical self-help training program. Recognizing that professional health serv-
ices in a major disaster will be unavailable or in short supply, the medical self-
help training program would provide people with the eapability to administer
emergency medical ecare to their family and neighbors.

Another essential activity to meet eritieal medical needs is the training of
dentists, nurses, veterinarians, and other health personnel to perform emergency
medical and health procedures that they would not perform under normal eir-
cumstances. Correlative to this training, standardized treatment procedures
would be developed so that in a major disaster all injuries and conditions of a
certain type, such as burn, shock, fracture, and hemorrhage, would be treated
the same way in each community, resulting in the most effective utilization of
Scarce resgurces.,

Funds are requested for the first time under this appropriation for the man-
agement of the medieal stockpile. 1f€‘-|)()ll'~1hllll\' for management operations
of the medical stockpile was transferred from OCDM to DHEW in fiscal year
1961 under a transfer of funds arrangement. In fiseal year 1962 we requested
that funds for this operation be appropriated directly as delegate ageney funds
rather than on the transfer basis that prevails in 1961, Since the entire fiscal
year 1962 request of $415,000 for this activity was eliminated by the House
Appropriations Committee, the result is that DHEW is left with the emergency
supply and equipment responsibility for maintaining present stockpile items and
the authority to aequire 500 additional civil defense emergency hospitals, but
with no funds for staff and expenses to administer the program at headquarters
or in the field.

An increase is also requested to strengthen the emergency welfare capability in
the States, This includes the assignment of regional staff (four positions) to
assist the States in regions which do not now have personnel for this purpose and
also involves a new professional position in the Office of Edueation to complete
the necessary planning for the postattack role of school facilities and school
personnel which would temporarily be assigned to the emergency welfare program,

Houging and Home Finance Agency.—In fiscal year 1961 HHFA assigned repre-
sentatives to some of the OCDM regional offices. The inerease for 1962 finances
the full year's cost of these positions and allows initiation or expansion of three
projects; first, preparation of emergency housing construction plans; second,
development of plans for e mergency community facilities; and third, plans for
real estate and credit control in an emergency.

Labor—An increase of $207,000 over the 1961 level is essential to bring the
overall progeam for emergeney readiness in the fields of manpower and wage
stabilization into balance. About half of this increase will go to the States for
improving readiness plans by State employment security agencies. About
$70,000 ig needed for developing manpower programs, for advising State agencies
in emergency planning, for outlining effective postattack reporting procedures to
local employment service offices, and for pre-positioning plans in the field. An
additional $40,000 is needed for accelerating the completion of plans for an
emergency wage stabilization program,

Manpower, unlike other resources, eannot be stockpiled, but the plans for the
effective utilization of manpower can be prepared in advance for pre-positioning
atlall levels of government so that in a catastrophe we could, as a nation, operate
more effectively, thus insuring survival and a more rapid recovery,

Interior and ICC.—Increases for these agencies totaling $181,000 have been
requested to finance additional staff. Employees are needed for the N ational
Resource Evaluation Center, for liaison at OCDM regional offices, and for develop-
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ment of measures to protect industrial facilities in an emergency. Funds are
needed also to step up the program to obtain executive reserve personnel capable
of performing civil defense assignments in an emergency.

EMERGENCY SuppLiBS AND EqQUIPMENT
(Estimate, $36 million; 1961 act, $9,175,000; H.R. 7445, $21,600,000)
(House hearings, p. 725)
REQUESTED AMENDMENT TO H.R. 7445

Page 4, line 8, strike out “$21,600,000" and insert in lieu thereof **$36,000,000,"
the estimate, an inerease of $14,400,000 in the amount allowed by the House
committee,

HOUSE REPORT NO. 440

“An appropriation of $21,600,000 is recommended for maintaining the stock-
gile of emergency supplies and equipment owned by the Federal Government.
"his is an increase of $12,425,000 over 1961 and a reduction of $14,400,000 in the
budget estimate. There are 1,932 emergency hospitals of 200 beds each assem-
bled now. In addition to maintaining the present stockpile of equipment the bill
provides for procuring an additional 500 hospitals instead of the 1,000 as the
agency had requested.”

JUSTIFICATION

The House committee allowance of $21,600,000 results in a reduction of
$14,400,000 to the request of $36G million. The proposed amendment would
restore the full amount requested in order to allow for the procurement of 1,000
civil defense emergency hospitals and for the necessary instruments to equip the
balance of the nationwide monitoring stations with one set each of radiological
equipment plus about 5 percent of the ultimate need for chemical warfare defense
equipment at each monitoring station.

Medical supplies and equipment,—The Department of Health, Eduecation and
Welfare, after an exhaustive study of the medical problems anticipated following
an attack upon this country, has confirmed previous decisions that further medical
stockpiling is the only feasible method of assuring the availability of those supplies
needed to meet postattack conditions. It has been determined that an additional
stockpiling of approximately $750 million worth of supplies and equipment will be
necessary to meet this requirement.

The funds of $24,850,000 requested in our fiseal year 1962 budget represent only
a very small inecrement of the ultimate financial outlay which the Federal Govern-
ment must provide in order to fulfill its responsibilities under our present concept
of civil defense. The House reduction of $12,425,000, one-half of the budget
request, represents only a postponement in seheduling through reductions in
fiseal year 1962 with offsetting larger expenditures in future years. Restoration
of these funds are urgently recommended in order to permit a more significant
step toward the ultimate goal of providing medical facilities for the surviving
population.

Radiological defense equipment.—One of the higher priority civil defense pro-
grams entails the establishment of a nationwide radiological detection and monitor-
ing network to inform and advise the public as to the radiation hazards within
each locality following a nuclear attack. Current planning provides for a mini-
mum of 100,000 nationwide monitoring stations to be manned and partially
equipped by June 30, 1963, in order to perform this most essential task. Funds
requested in fiseal year 1962 are to provide the balance of instruments needed to
equip each of these stations with one set of radiological instruments. The redue-
tion of $1.5 million by the House committee would require a reduction of 27
percent in planned 1962 procurement, denying instruments for some 13,000
monitoring stations. This reduction to the 1962 request results in an extension
to planned goals and merely represents the deferral of necessary costs to a later
vear. Restoration of these funds are urgentlv recommended as essential to the
timelv goal of providing the public with the minimum protection needed for their
survival.

Stockpile management—Costs ineurred hereunder are recurring warehousing
and maintenance expenses directly related to civil defense medical stockpile
reserves of $192 million procured in prior years. A small additional amount was
budgeted for 1962 for packaging supplies related to new civil defense emergency
hospitals. The reduction of $445,000 proposed in this maintenance program can
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be absorbed only by the deletion of replacement procurement against defective
or obsolete items being removed from current stocks. Continuation of this
practice over any great period of time would result in a gradual disimtegration of
the emergency stockpile. Restoration of the reduction made in this program
area is requested to maintain the integrity of the current stockpile, assuring its
availability for emergency use at any time.

RESEARCH AND DEVELOPMENT
(Estimate, $4,500,000; 1961 act, $4 million; H.R. 7445, $1,500,000)
(House hearings, p. 735)
REQUESTED AMENDMENT TO H.R. 7445

Page 4, line 17, strike out “$1,500,000”” and insert in lieu thereof *$4,500,000,”
the estimate, an increase of $3 million in the amount allowed by the House
committee.

HOUSE REPORT NO, 440

“The commitiee recommends $1,500,000 for research and development pro-
grams, which is the same as 1961 less a nonreeurring item of $2,500,000 for a
program of prototype fallout shelters for demonstration purposes which is being
completed this year.”

JUSTIFICATION

The action by the House committee effects a reduction of 67 percent in the
austere research and development budget estimate of OCDM. The statement
in the House report that the 1962 recommendation is the same as 1961 is correct
with respect to the level of new appropriations from the Treasury. However,
since new appropriations in recent years have been substantially augmented by
carryovers of unobligated balances which will be exhausted by the end of 1961,
the actual research and development effort for 1962 must be curtailed sharply to
remain within the funds allowed by the House. This situation is illustrated by
the following recapitulation of actual and estimated obligations, excluding the
prototype fallout shelter program:

Fiscal vear 1959____ $2, 922, 679
Fiscal year 1960____ 2, 027, 438
Fiscal year 1961 __ <L 3,731,713

On the basis of the above figures, it is obvious that if the House committee
recommendation is allowed to stand that the OCDM research efforts must be
curtailed at a time when the President is urging that civil defense and mobilization
efforts be strengthened.

The House committee action would require elimination of funds requested for
sampling surveys of the shelter potential of existing structures and shelter design
grants and would reduce the contract research effort to $1,500,000. Each of these
areas are discussed separately below.

Shelter surveys.—The objective of this program is to identify and evaluate all

otential shelter space offered by existing buildings in specific metropolitan areas.
The program contemplates a detailed survey in a major city in each State, prefer-
ably the capital, utilizing a task foree organization composed of State and loeal
personnel, thereby providing a trained nucleus of personnel with the knowledge
and skills to conduet further surveys at State expense. Studies identify inherent
protective features in the buildings, establish requirements for modifications to
improve shelter capacity, and provide information on equipment and expendable
su]\){_)lics to permit survival for 2 weeks.
ith funds provided through 1961, these surveys have been initiated in pilot
cities in 30 States. Funds requested for 1962 cover the balance of 20 States. To
end the program now would leave the job half done and suspend a program which
the President, in his address to Congress on May 25, 1961, indicated should pro-
ceed without further delay.

It is urged that the amount of $500,000 be restored to the 1962 appropriation
for shelter surveys.

Shelter design granis—This program was established to promote the shelter
effort by (1) developing a design capability in the architect and engineering pro-
fessions which will result in the routine inclusion of protective features in future
light and heavy construction with little or no increase in cost; (2) development of
special designs to include protective features for various types of structures such as
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schools, churches, and office and apartment buildings; (3) a program of grants to
architect and engineering schools for curriculum development for graduate and
:special courses for semester system schools, design curricular materials for incorpo-
ration into the existing curriculum of undergraduate schools and new shelter de-
signs suitable to high humidity and high water table areas of the gulf and coastal
areas of the country.

In fiseal year 1961 workshop training sessions in survey techniques and design
requirements were conducted for architects and engineers throughout the country.
The high attendance and response has been such to indicate the widespread
interest of architects, engineers, contractors, industries and trade associations
in developing eapabilities for the design and evaluation of fallout shelters. The
OCDM efforts to promote a design capability in the architectural and engineering
professions ean do much- to improve the protection afforded our people since,
in many cases, it will be possible to include shelter in everyday construction with
little increase in building costs. Properly indoctrinated designers will include
protective features as a matter of routine once they have been convinced of the
need and trained in the methods of achieving this goal.

It is considered essential that this program be carried to completion so that the
Nation will acerue the full benefit of a shelter oriented educational system and
construction industry. In keeping with the President’s desire for a much strength-
ened civil defense program it is urged that $150,000 be restored to this activity.

Conlract research—The House committee action would have the effect of re-
ducing the OCDM research effort from $3,850,000 to $1,500,000. Since OCDM
obligations for comparable kinds of research have averaged $2.5 million annually
since 1957, the real effect is to reduce the normal research programs by some
40 percent.

Through the years OCDM has initiated long-range investizations with certain
research groups that have yielded much information of significance in planning
for emergencies. These investipations are not yet complete but the results so far
achieved warrant continuation at a vate not less than in prior years. To reduce
or eliminate any of these activities would cause a considerable loss of valuable
information, disbanding of research staff, and ultimately result in far greater costs
for obtaining the kind of information they are providing. Furthermore, additional
information would be denied, since investigations of these kinds are not ongoing
elsewhere. Illustrative of some of these studies are:

Project and average annual obligalion

Advisory services of the National Academy of Sciences $155, 000
Radiological reclamation and countermeasures—Naval Radiological

Eyalanaa Fahoratorieg S sl o e e T U 270, 000
Radiation penetration studies, National Bureau of Standards 100, 000
Radiological instrument development 100, 000
Postattack management decisions, National Planning Association 125, 000
Inventory exhaustion and postattack new production, CEIR, Inc_..._ 100, 000
Systems analysis studies, Stanford Research Institute 210, 000

The above projects alone account for over $1 million of our annual research
obligations. There are many other projects with shorter lead time which also
will produce definitive information required by OCDM in carrying out its respon-
sibilities. Again, they are of the kind not being done elsewhere in the research
community, including other Federal agencies. It is a longstanding policy that
OCDM will not implement a research project unless it is certain that the kind of
information sought is not available elsewhere,

The fiscal year 1962 request for research and development funds included about
$850,000 for research type studies related to an accelerated fallout shelter pro-
gram, excluding prototype fallout shelter construetion. Investing funds of this
order of magnitude will provide additional data upon which to base a sensible and
economical program. Substantial knowledge exists but more is needed to achieve
maximum economy. The funds would finance projects in such fields as: shelter
research, engineering, and testing; habitability and shielding studies of existing
structures; economics; and social and other, including training and edueation.

Some of the research projects previously discussed represent extensions of work
now going on. Others, particularly in the operations and economics area are
related to developing data for planning for emergeney management of resources,
It is also planned to further develop the use of scale models in simulated nuclear
field testing, including blast, thermal and radiological effects. This type of testing
is required to inerease our limited knowledge of the actual effects of thermonuclear
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detonations. In these endeavors OCDM will work closely with the Defense
Atomic Support Agency of the Department of Defense. Additional information
is also required with respeci to the dissemination of warning, and supplementing,
on an emergency basis, existing ecommunications system.

Failure to allow funds in the amount originally requested will further delay and
hamper the President’s efforts to strengthen the Nation’s civil defense structure.
Full restoration to the amount of $3,850,000 included in the budget estimate is
strongly recommended.

GeNeERAL PrOVISIONS

REQUESTED AMENDMENT TO H.R., 7445

Page 50, strike out section 303 which begins on line 19 and ends on line 23,
deleting this section in its entirety.

JUSTIFICATION

The national shelter policy announced in 1958 at the direction of the President
included a key feature providing for Federal leadership and example in the shelter
effort by incorporation of fallout shelter in new Fc(‘lcml buildings designed for
civilian use. In view of the restrictions set forth in section 303, t%lf_‘ 1962 budget
proposed elimination of this section, principally to enable Federal agencies which
have adequate funds available to include fallout protection in their facilities.

This section, which was first included in the Independent Offices Appropriation
Act, 1961, prompted the administration to ask last vear for repeal of the section
on the grounds that it unnecessarily restricted the activities of the executive
branch and effectively nullified the above key program to which the administra-
tion was committed.

This view was borne out when the Veterans’ Administration and the National
Aeronautics and Space Administration, which had funds available in fiscal year
1961 for shelter, were forced to cancel their plans for incorporating this feature in
new facilities because funds were not provided specifically for shelter.

Although a similar situation is not expected to occur in fiscal year 1962 (since
these agencies are being more specific in their appropriation requests), it is pos-
sible that funds would become available for fallout shelter in an agency which
would, under the section, be unable to incorporate this protection in its facilities.
This possibility could be avoided by elimination of the section.

This restrictive section must be regarded as an expression of negative congres-
sional attitude toward the shelter program. Elimination of the section, on the
other hand, would demonstrate a positive congressional attitude toward this
program. President Kennedy, in his address to Congress on May 25, 1961, re-
affirmed the previous policy concerning the essentiality of shelters in Federal
facilities as insurance for the civilian population and stated that this program
should not be further delayed. Positive congressional support is indispensable
to successfully carrying forward this program.

It is strongly recommended that section 303 be eliminated from the Independent
Offices appropriation bill for 1962,

Summary of appropriations

actual estimate estimate difference

Appropriations ‘ 1960 ‘ 1961 1962 1962-61

Balaries and expenses. | §$25, 346,000 | $30, 500,000 | -}-25, 154,000

Civil defense and def;
tions of Federal agencies 7 +2, 133, 000

Federal contributions

Emergency supplies and equipment.

Research and development.._._.

Construction of facilities | 8 2, 500, 000

Bubtotal, OCDM. . .o oo 52, 885, 000 | 1 {1, 088, 000 104, 200, 000 +-43, 112, 000
Disaster relief, Executive Office of the President.|......._..._.. R —— 6, 000, 000 =6, 000, 000

Total, all appropriations. . ... .-oeoooo.. 52, 885, 000 | 161,088,000 | 110,200,000 | 49,112,000

1 Includes supplementals of $063,000 due to pay increases.
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Bupcer SituaTiON

Senator Maayuson, We will be glad to hear your statement.

For the purposes of the record, the total amount appropriated for
this agency in 1961 was $61,088,000. The budget estimate for 1962
was raised to $104,200,000, and the amended budget estimate from
the new administration remained the same. The House bill recom-
mended $79,167,000, which is an increase of $18,079,000 over the 1961
appropriation but $25,033,000 under the budget estimate of both
administrations.

Mr. Eruis. Yes, sir.

Senator Maenuson. All right, we will be glad to hear from you,
Mzr. Ellis.

DELEGATE AGENCY STATEMENTS

Mr. Ervis. Mr. Chairman, might I ask that there be submitted
for the record the statements of eight of our delegate agencies in
support of the appropriation request.

Senator Magxuson. All right, we will put them in the record in
full.

(The statements referred to follow:)

U.S8. DEPARTMENT OF AGRICULTURE

SraTEMENT oF H. LAurENcE ManwariNGg, DirEcror, Foop ANpD MATERIALS
Division, CoMMODITY STABILIZATION SERVICE

Mr. Chairman, there are three items in the budget estimate under considera-
tion which are of conecern to the Department of Agriculture. While these items
total only $440,000 for fiscal year 1962, compared with amounts actually available
in the fiscal year 1961 of $298,000, they are of extreme importance to the role we
are committed to perform in the nonmilitary defense program.

Fiseal year | Fiscal year
1961 1062

1. Radiological defenss tralning o oo e ] $75, 000
2. Food management planning. a1, 400
3. Department regional liaison.. gyt 170, 600
4, Research on food for shelters__ 2

The Department of Agriculture continues to earry out its civil and defense
mobilization activities which are directly related to its regular programs as an
integral part of the planning and exeeution of such programs. To the extent
feasible, the cost of such work is charged to the Department’s appropriations for
its regular programs concerned with defense activities. The activities covered by
the estimates listed above are of a specialized nature and would not be undertaken
unless additional funds are provided.

I should like to comment briefly on each of the major areas of work on which the
Department has been asked by OCDM to participate in the fiscal year 1962.

RADIOLOGICAL DEFENSE TRAINING

We recognize the benefits to agriculture in our participation in a coordinated,
nationwide radiological monitoring system. For example, it is essential to us for
determining the extent of damage from radioactive fallout on agricultural lands,
livestock, and commodities.

But more important, this nationwide network of Federal fixed monitoring sta-
tions will contribute to the saving of lives all over the country. The Department
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of Agriculture is glad to cooperate with OCDM in the manning of these stations
along with the Departments of Interior and Commerce, the FAA, and others.
we now are manning over 1,000 (1,090) Federal fixed monitoring stations and
with these funds plan to train a sufficient number of our personnel to increase this
to about 2,000 of these stations. This would complete our part of the network
presently planned by OCDM, The $125,000 requested for 1962 is needed for an
orderly and continued series of training courses necessary to provide additional
trained personnel for these stations, replace trained monitors, provide refresher
courses for current personnel, and keep all monitors informed as to how their work
ties in with the total network.

FOOD MANAGEMENT PLANNING

In addition to the defense preparedness activities of the Agricultural Marketin
Service, which are an integral part of regular programs and which are financed wit
regular appropriations, $140,000 will be needed for the following special defense
planning activities:

(1) To develop defense manuals, instructions, and other training and orientation
materials for use in employee training and industry orientation.

(2) Utilizing training materials thus developed, to train and otherwise assist
AMS field personnel and others to aequire a capability to ecarry out emergency
food management programs and proecedures and to guide their individual food
management planning efforts to a status of defense readiness.

(3) Utilizing manuals and other orientation aids, to acquaint industry groups
with the plans of the USDA for emergency food management operations, and to
provide industry representatives with a full understanding of the role the food
industry would be called upon to carry out under emegerncy conditions.

The funds requested for 1962 would permit greater emphasis on training work
with field personnel and would permit a start on the industry orientation work.
Both of these programs will be concerned with emergency activities to be carried
out on such matters as procedures for identifying and analyzing food resources;
methods of determining estimated postattack availability of food in the respective
States; optimum utilization of surviving food supplies and processing, storage,
and distributing facilities; arranging food assistance to the States and regions;
formulation, issuance, and administration of emergency food regulatory orders;
assistance to food processors and distributors in the acquisition of nonfood
requisites to support food processing, storage, and distribution.

Most of the specialists employed would be headquartered at strategic offices in
the field. A few would be headquartered in Washington, D.C., in order to develop
defense training and orientation materials, eonduct training of personnel, and
work with food industry.

The emergency work outlined above is necessary now and must be continually
adjusted to changing international conditions, to technological progress in weap-
onry and to general national defense policies.

DEPARTMENT REGIONAL LIAISON

The 1962 estimate of $175,000 covers costs of eight full-time regional liaison
representatives (RLR), their secretaries, travel, and other expenses. These field
representatives of the Department of Agriculture are provided for in this year’s
appropriation and are now working.

I'he RLR is responsible in the preemergency period for providing liaison between
USDA and the OCDM Regional Director, and between USDA and other Federal
agencies at the regional level, exchanging information with USDA agency repre-
sentatives at various levels, maintaining necessary records for emergency use,
training Agriculture Department advisory group, responding to special requests
from OCDM Regional Directors when workload of USDA permits, and developing
plans and data for carrying out assigned defense responsibilities. The ]E.LR
makes sure that regional office plans take into account regular program responsi-
bilities of USDA as well as defense responsibilities for food, rural fire defense, and
defense against biologieal, chemieal, and radiologieal fallout,

We appreciate the opportunity to present this statement and will be pleased to
answer any questions.
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DEPARTMENT OF COMMERCE

StaTEMENT BY PAvurn A. JounsTOoN, EXECUTIVE ASSISTANT TO THE SECRETARY
orF COMMERCE

Mr. Chairman and members of the committee, the OCDM budzet request
includes $2,780,000 for assignment to the Department of Commerce, to accom-
lish its mobilization and nonmilitary defense assignments during fiseal year 1962,
his amount includes an increase of $194,000 over the funds available this year.
The House Committee on Appropriations disallowed any increase. My purpose
today is to review for you the effects of the disallowance by the House committee
and to urge that your committee restore the amount of the cut.

OFFICE OF THE SECRETARY

The increase requested for the Office of the Secretary consists of two items,
$30,000 for two positions and related other expenses in the regional force, and
$3,000 for necessary travel expenses by headquarters personnel.

Five bureaus of the Department of Commerce have assigned to them the
execution of important national emergency planning and program responsibilities.
In several instances this involves a widespread field organization, which requires
coordination, planning, and reporting not only at the departmental headquarters,
but also at each of the eight OCDM regional offices. A departmental representa-
tive and a secretary were planned for assignment at each of the OCDM rezional
headquarters locations to serve as the regional counterpart of the emergency
planning coordinator provided at the departmental headquarters. These per-
sonnel represent the Department on the OCDM Regional Civil and Defense
Mobilization Board, and, under the immediate supervision of the departmental
coordinator, develop and test all plans for the continuity of essential functions
by the five bureaus of the Department, and coordinate all aspeets of the programs
of these bureaus at the regional level. Because of inadequate funds in fiseal
years 1960 and 1961, we were obliged to hold vacant several positions. We urge
that sufficient funds be allowed to permit staffing of these positions and their
related expenses for a full year in 1962.

A small amount of travel is necessary by the emergency planning coordinator
and his assistants at the departmental headquarters to participate in interdepart-
mental committees and task groups, and in personal consultation and coordina-
tion at various field locations of Commerce bureaus and the Office of Civil and
Defense Mobilization. It has been necessary to curtail this travel because of
inadequate funds., The increase of $3,000 requested for 1962 would overcome
this deficiency.

DEFENSE AIR TRANSPORTATION ADMINISTRATION

One of the responsibilities assigned to DATA is that for planning and alloeation
of commercial air carrier aircraft to meet the needs for military airlift as outlined
in requirements supplied by the Joint Chief of Staff. The planning meetings

ertaining to Civil Reserve Air Fleet aircraft necessitate the attendance by

ATA representatives at both Atlantic and Pacific operations boards meetings.
These meetings were held annually, which was found to be not frequent enough.
As a result, it has been necessary to schedule them on a quarterly basis with
resultant additional travel expense, and increase in amount of printed materials
in aircraft allocations on a quarterly rather than an annual basis. The budget
estimate includes a request for an increase of $3,000 for these items.

BUREAU OF THE CENBUS

The estimate for the census activities provides for continuance of the present
statistical program in support of OCDM’s National Resource Evaluation Center.
However, the processing of a great volume of data required at the Center makes
it necessary to provide for an additional full-time statistical assistant. Also,
there is additional cost in the program to update the National Location Code.
An increase of $24,000 was requested in the budget estimate to cover these items.
A new National Location Code has been established which ties into the geographic
boundaries of the 1960 census. The next step, which is included in the budget
program for 1962, is the preparation and reproduction of maps showing the
geographic boundaries of the 43,000 new standard location areas.
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BUSINESS AND DEFENSE SERVICES ADMINISTRATION

The BDSA serves as the nucleus of an emergency production organization and
maintains a capability to activate those emergency activities which would be
essential for maximum utilization of the Nation’s production resources. It is
charged with the responsibility for directing and controlling virtually all of the
national production effort, for assisting and encouraging industry in the develop-
ment of plans and programs to insure the continuation of essential produetion so
as to provide for essential human survival needs, urgent military requirements,
and potential postattack reconstruetion and national rehabilitation. These re-
sponsibilities are, therefore, most clearly related to the mission of the Office of
Civil and Defense Mobilization.

Postattack planning for emergency operations currently being undertaken by
all responsible segments of the Federal Government emphasizes regional opera-
tion and direction of the immediate postattack aetivities at that level and below.
Direct guidance from the Federal Government at the national level would be
virtually impossible in the event of a national emergency. The BDSA, along
with other Federal depariments and agencies, is engaged in developing and direct-
ing programs designed to minimize the effects of a nuclear attack by coneentrat-
ing readiness training and assignment of responsibility at other than the national
level.

To perform this task effectively, it is necessary to assign a BDSA production
director to each of the eight OCDM regions. The increase of $100,000 included
in the budget request is for this purpose. Three important developments make
this action essential at the earliest possible time. The first is the absolute neces-
gity for closer collaboration and coordination with State and loeal governments.
Second, is the training of executive reservists which, to be effective and to reduce
the demand on reservists' time, must be undertaken at the local level. Third, is
the need for indoctrination and training of new State and local civil defense per-
sonnel in programs concerned with resources and production.

MARITIME ADMINISTRATION

The budget program is based on continuation of defense mobilization planning
for U.S. port systems and facilities, This includes the implementation of emer-
gency plans at the local level at approximately 110 U.S. ocean ports, determination
of effect of mobilization shipping requirements upon ports and port capabilities,
port supply requirements planning, and planning for emergency port improvisa-
tion and restoration of essential port facilities.

An increase of $8,000 is requested for this program in 1962 for the preparation
of inventory and port capacity records, preparation of a Port Improvisation and
Rehabilitation Manual, and travel expenses of district office personnel. At this
point, it may be well for me to mention that, what appears to be a discrepancy
between the figure of $8,000 and the total of $8,500 for individual items on page
170 of the budget justifieations, is in fact due to a rounding of figures for 1960,
1961, and 1962. The detail on page 170 reflects the actual amount of the increase.

WEATHER BUREAU

The budget estimate for the Weather Bureau provides for continuation of the
existing program to prepare and disseminate fallout forecasts across the Nation,
and to provide meteorological consultant services at OCDM headquarters and
its regional offices. While the 1962 estimate is based on econtinuation of existing
program levels, it does inelude an increase of $26,000. This is to cover the full-
year cost in 1962 of new positions established during past year in 1961 at the
main relocation site, the cost of processing high altitude fallout forecasts on
automatie data processing equipment, and miscellaneous items such as cost of
pay inereases and allowances.

In conelusion, I wish to express my appreciation for this opportunity to tell
yvou of the effects of the House committee action, as we see it, and to urge your
sympathetic consideration for restoration of the amount disallowed. Depart-
mental staff and bureau representatives are available to answer any specific
questions that you may have with respect to details of our programs. Thank
you very much.

T1036—61——2
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FEDERAL AVIATION AGENCY
STtaTEMENT BY HERMANN P. BrETsch, Cigr, EMERGENCY READINESsS Division

Mr. Chairman and members of the committee, the OCDM appropriation request
includes $300,000 to be assigned to the Federal Aviation Ageney in fiscal year
1962 for improving the emergency preparedness of the air transportation industry.
The funds allowed by the House of Representatives on the OCDM request would
provide $157,800 for this purpose.

We have carefully reviewed the effect of the House action on the development
of the civil aviation industry’s emergency preparedness. In view of the important
and growing role of civil aviation in our national economy in peacetime, it is
obvious that this industry would be an invaluable national asset if war is thrust
upon us. If as the President has told the Congress in the special message on the
defense budget, we as a nation are committed to a policy that “our arms will not
strike the first blow,”’ we must give serious attention to our operating capability
after an enemy has struck us. In this light, our splended ecivil airlift capability
can be effective only if appropriate measures are taken to ensure the survival of
these assets. Our aircraft—and the airports, the maintenance bases, and highly
skilled people who operate these facilities and equipments—must first of all
survive.

The Federal Aviation Agency, with the limited resources thus far made available
for this purpose, has in various stages of development guidance material for the
air transportation industry on—

(1) Protective actions to be taken by the management of civil air transport
enterprises prior to a national emergency;

(!2) Survival actions to be taken during and immediately after an attack;
and

(3) Recovery actions to be taken during the postattack restoration and
rehabilitation period.

The funds allowed by the House will permit this basie planning to continue,
but they do not provide the support required to earry this guidance directly to
the aeronautical enterprises that must make the actual preparations required for
an adequate emergency operating capability in the industry. The additional
positions and funds requested for fiscal year 1962 are critically needed for the
development in fiscal year 1962 of the emergency operating capabilities of airlines,
public airports, and aireraft maintenance facilities. Our experience indicates that
this can be accomplished effectively only by working directly with the manage-
ment of these corporate and private enterprises and the loecal governments that
operate the Nation's publie airports.

The enthusiastic response of the various major airlines with which we are
already working on the development of emergency operations plans indicates that
the industry seeks and urgently needs our assistance in this matter. To provide
this technical assistance effectively to all air carriers, to public airports, and
others requires as a minimum the additional 13 positions requested for fiscal year
1962. Without these funds to support this effort, civil aviation defense planning
will be severely hampered at the place where air transportation is actually pro-
vided in peace and war—in the Nation's airlines and at our publie airports.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

Srarement BY DEPUTY SuRGEON GENERAL, PuBLic Heaurs Service, ox Crvin
DerEnsE axp Derense MosmizatioN, FuNcrions oF FEDERAL AGENCIES

Mr. Chairman and members of the committee, the Department of Health,
Education, and Welfare has been made responsible for the development of
emergency health and emergency welfare programs and for the provision of
operational guidance to our State and local counterparts in their implementation.
Although we have the primary assignment in these areas, our own Labor and
Health, Education, and Welfare Appropriations Subcommittee has instruected us
not to absorb or include any delegated defense preparedness costs in our regular
budget.

Since the major portion of the funds requested are for the Public Health
Service, the Secretary has requested that I present the total Department program.
The Department request for $2,844,000 provides for the following activities:
$2,131,000 for health services, including stockpile management; $121,000 for
food and drug activities; $316,000 for emergeney welfare services; $50,000 for
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educational activities; and $226,000 for field planning and executive direction
and coordination.

I will now discuss each of the items dealing with the substantive programs.

HEALTH SERVICES

Without an effective emergency health program, it would be impossible for
this country to suffer a massive thermonuclear attack and still recover. To
develop this emergency health capability, we must direet our attention and
efforts to three basic program areas:

1. The development of the eapability of the individual fo survive and meet his
own health needs during the period of time that he may be deprived of a physi-
cian’s services.

2. The development of the capability of the States and the local communities
to implement effectively their operational health survival plans; and

3. l;'lle development of the capability of the Federal agencies with emergency
health responsibilities to operate during an emergency in an effective and coor-
dinated manner.

The Public Health Service in accomplishing these objectives is concentrating
on developing emergency disaster plans, expanding skills of professional and lay
individuals through training, providing medical supplies and equipment, and
assisting in the establishment of effective community emergency resource manage-
ment procedures.

A self-help training program has been developed whieh will prepare the individ-
ual and his family to survive and meet his own health needs without the assistance
of a physician if this becomes necessary. The Public Health Service, with the
active support of the American Medical Association and other professional health
organizations, will endeavor to extend medical self-help fraining to every family
in every community in the Nation.

We have assigned field personnel to assist States in planning, organizing, and
training activities necessary to develop capability to survive, to reorganize health
services to meet emergeney conditions, and to recover in the event of disaster.
These field personnel are located in DHEW and OCDM regional offices and in
gome instances are assigned directly to State health departments.

We have assumed the responsibility for prepositioning eivil defense emergency
hospitals and other health supplies and equipment in local communities to be
readily available for emergency use. Community programs for emergency
mans?emﬂnt of health resources and health manpower to assure their most
provident and effective use are being developed.

Safe drinking water is a primary and critical need post-attack. To meet
this survival necessity, we are developing emergency water plans for adoption
by State and local areas. These will cover methods for maintaining emergeney
water supply, protecting water reserve, using emergeney sources, decontaminating
water, and maintaining adequate repair supplies.

Finally, we are developing plans that will insure that Federal health agencies
will operate efficiently to provide coordinated health leadership in the event of
an emergency. In these efforts the Department is being actively assisted by the
Veterans' Administration, Commerce, Housing and Home Finance Agency,
Interior, and others.

To accomplish the various health services objectives, technical assistance to
States, management of health resources, and research are required. I will discuss
each of these in turn.

Technical assistance to Stales

This budget provides for the maintenance of professional personnel in DHEW
and OCDM regional offices to provide guidance and assistance to States in the
organization and technical aspects of emergency health programs, the develop-
ment of operational eapabilities, planning training courses, resource management,
and coordination of emergeney health mobilization with ongoing health activities.
An increase of $106,000 is being requested for fiscal year 1962 to provide for the
assignment of a medieal officer for emergency health services activities in addition
to the program officer to service each DHEW regional office. Technieal personnel
have also been assigned to eight State health departments to assist in emergency
health program implementation, in conducting local training activities, in deter-
mining health resotirce needs, and in coordinating the emergency health program
with other civil defense activities in the community. The implementation of
health mobilization program plans in the States where personnel have already
beén assigned has been so effective and progressive, that assignment of technical
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personnel to all States is considered to be a high program priority. An incre
of $299,000 is being requested for fiscal year 1962 to fulfill this need.

The mutual selection of specialized health personnel in 50 local communities
to assist in emergency health planning and training has been evaluated and has
proved to be very effective. The professional community health worker, work-
ing 1 day a week, can serve as the nucleus for training to extend and expand the
specialized knowledge and capabilities of professional and lay people in the
community, as well as being readily available to assume emergency health re-
sponsibilities in the event of national disaster. The additional $70,000 requested
will provide for the extension of this specialized program to another 50 com-
munities and establish duty on a day-a-week basis rather than a day a month
as is now the case.

Training is of great importance in developing emergency health capability in
the States. Training activities will increase and extend the technical skills of
personnel in the community to meet disaster health problems as well as orien-
tating them into their roles and coordinating their assignment in the total com-
munity plan for emergency health operation. The broad areas that must be
covered by health mobilization training are: (1) medical self-help, (2) health
manpower utilization, (3) emergency hospital and health facilities, (4) emergency
medical supplies and equipment, (5) emergency water supply, and (6) health
rehabilitation and restoration.

The Public Health Service will conduct or assist in the direction of these
emergency health training courses at National, State, and local levels. Pro-
fessional groups and voluntary agencies also will be used to assist in expanding
the training potential. The Public Health Service will evaluate and recommend
training methods, will prepare and distribute training kits, and will develop
informational and educational materials.

During fiscal year 1962, these training activities will be expanded as rapidly
as possible. An increase of $90,000 is being requested for this purpose,
Management of health resources

The goal to be sought in the health resource area is the development of the
most efficient methods of management of available supplies in each State and
local community which would remain following an attack. These health re-
sources include: health manpower, health facilities, and medical supplies and
equipment,

Because of the marked disparity of resources that can be anticipated in the
event of attack, we must expand the capabilities of medical and allied health
personnel as well as develop the ability of every family group to meet their own
health needs without the services of a physician if need be.

We must develop and provide emergency administrative and treatment proes
cedures for use in disaster operation, methods to insure maximum protection to
hospitals and patients, methods by which hospital relocation can be achieved and
methods that will insure coordination of community emergeney hospital units.

We must provide information on eritical medical supply item identification
and emergency planning requirements, local inventory planning, storage and
protection methods, pre- and post-attack production potential for additional
medical supplies, as well as claimancy and allocation plans. We must refine
administrative procedures that will assure that civil defense emergency hospitals
prepositioned in local communities are properly maintained and that no outdated
or deteriorated items exist in the inventory. We must administer quality-control
measures and develop OCDM stockpile dispersal plans that best meet potential
disaster situations. In order to accomplish these requirements an increase of
$160,000 is being requested for fiscal year 1962,

Research

There are many areas where research is required. For fiscal year 1962 $75,000
is being requested to develop rapid identification procedures for biological and
chemical warfare agents.

FOOD AND DRUG ACTIVITIES

Under postattack emergency conditions these activities will temporarily
become part of the emergeney health structure with responsibility for survival
measures related to the safety of foods and drugs for human consumption,

In the preemergency period, activities earried on by the civil defense organiza-
tion of the Food and Drug Administration consist of a biological warfare research
program and a training program. The research program is designed to determine
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the vulnerability of wholesale packages of foods and drugs to biological agents
introduced during overt and covert enemy attacks and the development of simple
decontamination procedures. The training program is designed to acquaint the
Nation’s food and drug officials, as well as members of regulated food and drug
industries, with the problems which would confront them as a result of a national
emergency—problems involving contamination of our food and drug supplies as
a result of chemieal, biologieal, or nuclear attack.

Considerable progress is being made in both these areas and the funds requested
will allow us to continue this work in fiscal year 1962.

EMERGENCY WELFARE SERVICES

The Social Security Administration carries major coordinating responsibility
for eivil defense emergency welfare services. This includes development of a
national program to insure that the homeless and others in need of assistance as
a result of enemy attack or threat will have essential survival aid and services—
lodging; feeding; clothing; services including help in loecating and reuniting
individuals and families; care of groups needing special services such as children
separated from their families, the aged, the handieapped; temporary financial
assistance, if required; and all other feasible emergency welfare aid.

Major attention during the current year has been on preparation of national
guidance materials for use by States and communities in developing local readiness
to provide these emergency welfare services.

Memorandums of understanding with national voluntary welfare agencies
deseribing how their functions can support the planning and carrying out of a
nationwide emergency welfare program are being completed.

Programs were initiated in 1961 to assist State public welfare departments in
integrating emergency welfare training into their regular training activities.

During fiseal vear 1962, stress will be placed on field implementation of the
emergency welfare services program which will emphasize technical assistance
to the States and their subdivisions in the development of emergeney welfare
operating procedures to supplement their basic survival plans. The increase of
$58,000 requested for fiseal year 1962 will permit establishment of professional
stafl services for this purpose in each DHEW regional office.

EDUCATIONAL ACTIVITIES

The Nation’s schools and their teaching personnel are a fundamental resource
for civil defense preparedness and include nearly one-fourth of our total popula-
tion. So that nuclear-age preparedness can be taught to young people, the Office
of Education has assumed the responsibility, under OCDM delegation, for the
development and distribution of educational eivil defense materials which will
integrate the teaching of survival skills, knowledge, and fundamentals of behavior
during emergencies at all educational levels. The program to date has concen-
trated on development of materials for use at the secondary level which will be
published and distributed during fiseal year 1962.

In addition, the estimate for fiscal year 1962 provides $10,000 (two positions)
for staff assistance to the Emergency Planning Committee of the Office of Educa-
tion in working jointly with the Emergency Welfare Serviee on the general problem
of the postattack use of educational facilities and manpower. In the imme-
diate aftermath of massive attack, it seems obvious that the best use of schools
and school personnel is to serve as temporary augmentation of the emergency
welfare program in helping to reunite families, utilizing school houses and school
equipment to provide temporary lodging and feeding facilities (and in some cases
as emergeney hospitals), and using school personnel to assist in managing these
operations as part of the local emergency welfare organization,

Thank you, Mr. Chairman. I will be glad to attempt to answer any questions
that you may have eoncerning these programs.

HOUSING AND HOME FINANCE AGENCY
StarEMENT oF M. CarrEr McFarranp

The Housing and Home Finance Agency has been assigned responsibilities for
the development of emergency plans and programs covering (1) emergency lodg-
ing; (2) guidance to States and localities as to standards and priorities for emer-
gency lodging and housing programs; (3) repair of damaged housing and construe-
tion of new housing; (4) repair, restoration, and construction of emergency com-
munity facilities; (5) economic stabilization measures pertaining to real estate
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credit controls and rent stabilization programs; (6) an Agency emergency organ-
ization plan; and (7) assistance to UCII)M is, the development of a shelter program.

In the fiscal year 1962, the Housing and Home Finance Ageney will expand the
programs already developed and initiate additional programs as part of the
Ageney’s obligation to attain a state of readiness for a civil defense emergeney,
1. Emergency housing programs

During fiscal year 1961, HHFA is preparing a comprehensive planning docu-
ment outlining a postattack emergency housing program. In fiscal vear 1962,
it is proposed that HHFA will complete the clearance and dissemination of the
planning document and will supplement this plan by preparing detailed operating
instructions for the guidance of the headquarters and field personnel who are
responsible for the execution of the emergency housing program. These operating
instruetions are also required by State, county, and municipal officials, and by the
housing industry so that they may participate in executing the program.
2. Communily facilities programs

In fiscal year 1961, HHFA will complete work on three projects in the com-
munity facilities area. These are: (a) preparation of technical guides for the
provision of primitive water and sanitary facilities; (b) plotting key components
of water systems on large-scale maps; and (¢) preparation of an operational
handbook for field personnel responsible for community facilities. During fiseal
year 1962, HHFA will prepare an overall planning document outlining a com-
prehensive postattack emergency community facilities program. This will be
an appendix to annex 42 of the national plan and will cover such matters as: the
major aspects and time phases of the postattack environment; the objectives of
the program; the different methods or approaches which ean be used to meet
the emergency needs for community facilities; how the program is to be financed;
and the responsibilities of HHFA headquarters and field offices in the execution
of the program.
8. Field organization

During fiscal year 1961, four full-time defense planning representatives at
HHFA regional offices are being employed. This estimate provides for the con-
tinuation of these field representatives and for the additional employment of four
other field people together with the necessary secretarial help. This will provide
one GGS-14 civil defense specialist and one GS-4 clerk-stenographer for each of
the eight regions contemplated in the HHFA emergency field organization plan,

These specialists will serve as the regional counterparts of the Defense Planning
Coordinator. Under the technical direction of the Defense Planning Branch in
Washington, they will develop and test all plans for HHFA civil and defense
mobilization responsibilities at the regional level and will coordinate for the
regional administrators all aspects of the civil and defense mobilization programs
of the constituent agencies at the regional level. They will serve as liaison
officers between HHFA regional offices and the OCDM regional offices. They
will also develop the working relationships between State civil defense directors
and the HHFA emergency State offices as provided in the Emergency Field
Organization Plan,

4. Real eslale credil and rent conirol programs

During fiscal year 1961, HHFA prepared in connection with the development
of an interim rent stabilization program, an operating appendix to annex 27,
This included the types of guidance materials (forms and documents) which
support the above appendix and provide State and local officials with the technical
and operational guides.

During fiscal year 1961, HHFA also initiated work on the following:

a. A paper identifying the problems and issues of administration and of program
content involved in the transition from State and local interim administration to
a nationally administered program of rent stabilization.,

b. A separate emergency operating plan outlining the rent stabilization program
which the Federal Government would undertake and administer as it became able
to absorb interim State and loeal operations.

During fiscal year 1962 HHFA will complete the corollary guidance materials to
be included in the operating appendix to annex 27 and also, the work specified
under items (a) and (§) above.

5. Damage assessment representalion

. HHFA will provide representation at the National Resource Evaluation Center
including assistance on special NREC studies. In addition, HHFA will provide
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field training for damage assessment specialists at its regional and emergency
State offices.

Within the 1962 OCDM appropriation request for “Civil Defense and Defense
Mobilization Funetions of Federal Ageneies”, the sum of $300,000 is included for
the Housing and Home Finance Ageney to cover the costs in fiscal 1962 of the eivil
defense and defense mobilization funetions which have been assigned to HHFA,
The regular appropriations for the Housing and Home Finance Agency do not
provide for the specific projects and programs I have outlined.

1 shall be glad to answer any questions the committee may wish to interpose.

DEPARTMENT OF THE INTERIOR

StaTEMENT oF J. CorpErn Moore, DirecTor, DivisioNn oF SECURITY

The mobilization responsibilities of the Department of the Interior encompass
the following areas: Electric power, petroleum and gas, solid fuels, metals and
minerals, production and processing of fishery products, and continuation of the
essential wartime functions of the Department.

Many of these functions involve day-to-day activities of the Department and
some of the activities are financed through the regular Interior Department
budget. The funds requested here are for specifie defense activities over and
above those which can be carried with regular Interior funds.

The direct mobilization program financed by transfer of funds from OCDM
totals $436,000 for the current fiscal year. The request for the fiscal year 1962
is $512,000, an increase of $76,000. This will permit the increase of two positions
in the electric power area, two for fisheries matters, a small amount for annual-
izing salaries of employees added in 1961 for petroleum and gas, and some in-
crease for radiological defense training of Interior employees and expenses of In-
terior personnel involved in mobilization activities in the different OCDM regions.

The plans being developed and implemented in the fields cited above are de-
signed to develop a state of readiness to meet the conditions of any national
emergency, including direct attack on the United States, With the exception of
planning for the continuation of the essential functions of the Department, and
coordinating electrie power planning with other Federal power agencies, all pro-
grams are carried on through the voluntary cooperation of private industry.

In brief, the different programs of the Department are as follows:

OFFICE OF THE SECRETARY

The request for the Office of the Secretary is $46,000 which is an increase of
$20,000. This request consists of $19,000 for continuing the Department’s repre-
sentation at the National Resources Evaluation Center, $10,000 for radiological
defense training ,and $17,000 for expenses of Interior-paid mobilization personnel.
The representation at the National Resource Evaluation Center is a continuing
function and no increase is requested,

Regarding the radiological defense training, the Department has been requested
by the Office of Civil and Defense Mobilization to man 325 stations of the Federal
Fixed Station Monitoring Network. The sum requested is to pay the traveling,
and other expenses of approximately 80 employees to locations where they can
receive training.

It has been necessary to designate an Interior employvee within each OCDM
region to coordinate Interior mobilization activities within that region. This
involves considerable travel in attendance at meetings, communications, and
preparation of reports which are related specifically to OCDM aetivities and
$17,000 is requested to cover these expenses.

ELECTRIC POWER

An increase of $30,000 is requested for electric power activities over the $21,000
available for 1961. At the present time eleetrie power funetions in the Washing-
ton office are earried on by regular departmental personnel who spend part of their
time in mobilization activities. In addition, one full-time engineer is currently
emploved and paid from funds transferred from OCDM.

The Office of Civil and Defense Mobilization has delegated to the Department
of the Interior responsibility for preparedness measures in the field of electric
power. Plans must be developed, and actions which ean be carried on now must
be taken, for prompt restoration of electric power service as soon as possible after
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an attack. To earry this out, Interior has established a Defense Electric Power
Administration, on a standby basis, which will be activated as conditions warrant
during a national emergency. The main operating part of this standby adminis-
tration is the field organization consisting of 16 power areas throughout the United
States. Each power area is headed by a Director, with alternates, to insure con-
tinuous direction. These are emploved by the Department on a without-com-
pensation basis and devote part of their fime to mobilization planning without
cost to the Federal Government except for security clearances. At the present
time Interior has approximately 40 WOC employees who devote part of their
time to eleetric power mobilization activities. Mobilization planning is necessary
also on regional and State levels, special power studies are required, and it is
necessary to train industry personnel in radiological monitoring. The organ-
ization, ecoordinating and training required of the Washington personnel is more
than can be provided by the current staff and the increase will permit the addition
of one professional engineer with a stenographer, and some increase in funds for
travel and other expenses.
OFFICE OF OIL AND GAS

The funds requested in the amount of $114,000 will permit the Office of 0il
and Gas to continue the program for the appointment of individuals to the
Petroleum and Gas National Defense Executive Reserve; review and update the
special long-range petroleum study; and cooperate with State and loeal eivil
defense agencies in the development and testing of emergency operational plans
for petroleum and gas. Reservists are assigned to the national headquarters or
one of the OCDM regional offices for orientation training. They are kept in-
formed of Government actions effecting mobilization planning in general and
receive specific information concerning petroleum and gas emergency operational
plans. They participate in OCDM exercises at loeal, State, and regional levels
and serve in liaison capacity between their companies and local, State, and Fed-
eral civil defense officials. The Petroleum and Gas Reserve currently numbers
71, and 20 are in the process of appointment. We expect to appoint approxi-
mately 50 more in the fiscal year 1962,

A specinl long-range petroleum study pertaining to the U.8. requirements and
the capability of supplying these requirements has been developed during the
past 2 fiscal years. Each year the criteria must be reexamined and the oil and
gas R‘l(;p[)l}' data brought up to date if the usefulness of this study is to be main-
tained.

To effectively discharge its mobilization planning responsibilities outside
Washington, the Office of Oil and Gas must have field personnel to advise regional,
State, and loeal civil defense officials regarding the integration of petroleum and
gas in their emergency plans; work closely with industry to assure operations
continuity in emergencies; and maintain close contact with members of the
Petrolenm and Gas Executive Reserve so as to keep them informed regarding
mobilization concepts they would need to know if ealled to duty during a national
emergency. The budgets for 1961 and 1962 provide for assigning a petroleum
specialist and clerk-stenographer to five of the eight OCDM regional offices in
order to ecarry out these programs. Four of these OCDM regional offices have
been staffed and one more is in process.

OFFICE OF MINERALS MOBILIZATION

The Office of Minerals Mobilization is the OCDM delegate ageney for metals,
minerals, and solid fuels. It is responsible, by delegation to the Secretary of the
Interior, for assuring that in a defense emergency there will be adequate supplies
of metals, mineralg, and solid fuels to meet all military and essential civilian needs.
It develops preparedness measures and objectives for the Government as a whole.
It is also responsible for planning and directing civil defense activities for solid
fuels.

To carry out these responsibilities, the Office is requesting $283,000 for fiscal
vear 1962. This is no inerease over the 1961 estimate.

The Office of Minerals Mobilization earries out its responsibilities under broad
policy guidance from the Office of Civil and Defense Mobilization and the Seere-
tary of the Interior. It has five principal areas of responsibility:

Molalization supply

(1) In mobilization supply it evaluates the extent to which the flomr'sti;:
l'l’l_lIl(:rﬁ]H, metals, and ::nli_d fuels industries, imports, and the Government’s stocks
will be able to meet anticipated essential civilian and military requirements under
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mobilization conditions. These evaluations serve as the main bases for periodic
or special recommendations to the Secretary of the Interior and to the Office of
Civil and Defense Mobilization on such matters as Government assistance,
exploration or procurement programs, support of the domestic production eom-
ponent of the mobilization base, and management and maintenance of Govern-
ment stocks.

Continuity of indusiry

(2) In providing for continuity of industrial production under emergency
conditions, the Office has developed, and keeps current, standby orders and
regulations, prepares programs to ro into effect in an emergency, provides detailed
data and evaluations for use of OCDM in resources evaluation, prepares produet
and facility ratings, and assists industry in providing continuity of its production.
It also participates in radiological monitoring training courses.

Continuity of Government

(3) In providing for continuity of Government in event of an emergency; the
Office participates in test alerts, maintains a relocation center in readiness;, and
recruits and trains an executive reserve from the key segments of industry.

Solid fuels emergency plan

(4) The Office plans and directs Federal activities designed to procure, store,
transport and distribute adequate supplies of solid fuels to attacked areas and
reception centers, consistent with the national emergency fuel program.
Technical assistance

(5) It advises and gives assistance to other offices and agencies in planning and

implementing programs for protecting and assisting the metals, minerals, and
solid fuels industries.

BUREAU OF COMMERCIAL FISHERIES

The Bureau of Commercial Fisheries has responsibilities to maintain the cateh
and production of fishery food and manufactured fishery products in the event of
a national emergency under a redelegation of authority from the Department of
Agriculture,

Planning is required for organization of the Bureau's field personnel with
reference to their assigned emergency functions, the review and updating of
instructions relative to emergency operations, coordination of regional requests
pertaining to defense problems and continuous cooperation with Federal, State,
and industry organizations. Extensive travel will be necessary to pe rmiL con-
tacts with members of the fishery industry at the top company level and to
maintain close contact with leaders of fishermen’s associations and unions in order
to develop basic uniformity in defense planning and to keep them acquainted
with changes in defense plans for making full use of the fishery resources in an
emergency.

Other activities will include the compilation, placement, and distribution of
essential statistical information; the coordinated development of plans for vessel
departure from ports in an um'rl.\mu,\‘ fleet tactics and guidance for vessels at
sea; the cooperative adoption of proved protective measures against fallout; de-
contamination procedures as related to vessels, zear, facilities, catches and prod-
ucts: and other emergency measures which require the cooperation of the com-
mercial fishing industry.

The $18,000 requested will provide for one professional employee, one steno-
grapher, and necessary expenses.

INTERSTATE COMMERCE COMMISSION

In the Report of October 10, 1959, by the Special Subcommittee of the House
Armed Service Committee, inquiring into the “Adequacy of Transportation
Systems in Support of the National Defense Effort in Event of Mobilization,”
it was suggested that Government bodies should do more to prepare the transpor-
tation industry to support the defense of the country. The January 3, 1961,
“Report Prepared for the (Senate) Committee on Interstate and Foreign Com-
merce” by the Special Study Group on Transportation Policies in the United
States, in referring to transportation actions necessary in case of a “‘sneak”
attack, stated:
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‘““It is essential that our transportation losses in that first attack be minimized.
It is also essential that what is left be shifted immediately to the grim task at
hand with a minimum of delay and confusion, To do either requires thorough
prior planning, peacetime testing, and continuing refinement of plans and the
implementation thereof. * * *

he Independent Offices Appropriation bill for the fiscal year 1962, H.R. 7445
recently passed by the House, includes under the heading “Civil Defense anc
Defense Mobilization Functions of Federal Agencies” $70,000 to finance domestic
surface transportation mobilization functions delegated or assigned to the Inter-
state Commerce Commission. These responsibilities are concerned with the
important railroad, motor carrier, and inland water carrier industries. The
OCDM appropriation request for fiscal year 1962 includes $175,000 for the Com-
mission to perform these functions,

In the Commission’s appropriation bill for fiscal year 1959, the Congress did
not approve funds requested for carrying out defense mobilization functions.
Accordingly, the Commission suspended its mobilization activities and, during
the fiscal years 1959 and 1960, engaged in no mobilization activities other than
certain specific projects for 0CDM on a reimbursement basis. For fiscal year
1961, the appropriation for OCDM provided $70,000 for limited but progressive
restoration of mobilization activities by the Commission.

The Commission’s responsibility was broadened by OCDM Emergency Pre-
paredness Order No. 15 of January 19, 1961, with respeet to coordination of State
and local plans relating to domestic surface transportation and its operation under
emergency conditions. It further assigns to the Commission the responsibility
to supervise or conduct research in areas directly concerned with carrying out
emergency preparedness responsibilities in domestic surface transportation.

With the $175,000 requested in the OCDM appropriation for the fiscal year
1962, the Commission proposes to engage in mobilization projeets concerned with
assembling mobilization requirements for transportation service; determining the
capability of the transport systems to meet such requirements; allocation of
available transportation capability; serving as claimant for transportation man-
power, fuel, materials, equipment, supplies and services; administering priority
systems for the movement of cargoes and passengers; arranging for self-initiating
orders and emergency operations; emergency restoration and rehabilitation of
equipment, facilities, and so forth; transportation facilities protection; damage
assessment; maintaining and training the ICC unit of the National Defense Execu-
tive Reserve; and assisting in the development of State and local emergency
transportation procedures; $175,000 is the minimum amount required to ad-
vance the nonmilitary readiness of the transportation industry assigned to the
Commission. The amount requested is based on an austere level of performing
such funetions.

The Commission has the expertise to assist in readying the transportation
industry for emergency efforts, and provision of these funds would make it pos-
sible to do so economically.

DEPARTMENT OF LABOR

StaTEMENT oF Harry Wriss, MoninizatioNn CooRDINATOR

Mr. Chairman, the Department of Labor's emergency planning responsibilities
may be grouped under three headings: manpower; wage and salary stabilization ;
and economie data in support of policy and operations.

The assignments given to the Department by the Executive Office of the
President and inherent in our regular responsibilities are important in the over-
all planning of civil and defense mobilization measures. Manpower obvionsly
is a common ingredient of all other emergency planning. If is our responsibility
to see that adequate manpower plans exist which will facilitate the earrying out
of emergency tasks assigned to other agencies. Manpower, unlike other re-
sources, cannof be stockpiled. But plans for the effective utilization of manpower
can be prepared in advance and prepositioned at all levels of government so that
we can operate more efficiently in the event of a catastrophe, thus insuring a better
chance of survival and a more rapid recovery.

Similarly, the Department’s wage and salary stabilization program is an essen-
tial ingredient of a general economic stabilization program which is certain to be
needed in the event of an attack on this country.

Finally, the Department has the responsibility, in cooperation with other organi-
zations, for a rapid evaluation of our surviving resources and for developing
essential data required to guide poliey and operations in the postattack period.
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Within the past year, the Department has made substantial progress toward
the completion of our major planning assignments. But much more needs to be
done. The program plan for the fiscal year '962 will move us substantially fur-
ther on the way toward our goal.

As was true last year, $588,000, or nearly half of the $1,275,000 requested for
fiscal 1962, would go to State employment security agencies to develop the
work of the State Defense Manpower Readiness Units established in each State for
planning operations at the State and local level, where the bulk of the manpower
management job must be done. Another $112,450 is needed to cover the costs of

ersonnel assigned to the Department’'s regional offices, primarily to assist these
State agencies in developing and improving their State and local plans. Thus, a
total of $700,450 will be directed primarily to State and local emergency planning.

Of the remaining $575,000, $161,300 is required to cover the cost of manpower
plans and programs prepm‘?d, in the national office for use at all levels of govern-
ment, $89,200 is for wage and salary stabilization planning, and $150,650 is for
the development of economic data to support poliey and operations.

The record will elearly show that the Department of Labor has not had funds
available from its regular budget for its assigned tasks in planning for an emer-
gency, and has, in fact been admonished by our regular committee against any
use of regular funds for this purpose. The money for this activity has had to
come from OCDM or its predecessor agencies. Although we received a nominal
sum from FCDA in 1957, it was not until fiscal year 1960 that the Department
received sufficient funds fo initiate a broad program. We are now in the second
year of the intensive development of this activity. We have much to show for
this year and a half of planning but much more remains to be done.

Our State employment security organizations have had considerable experience
in administering manpower programs in a limited war. Past wars, fortunately,
did not involve attacks on this country with devasting damage to our industrial
facilities and tremendous casualties among our population. Nor did the past
wars result in evacuation of millions from their Eomcs and their workplaces to
communities at a substantial distance. The fundamental problem which we must
face is to develop a manpower organization and a manpower program which
will be able to operate with a reasonable degree of efficiency in such a postattack
environment. This is something our country has never before faced.

In order to develop feasible plans at each State and local level, the Department
has established Rmalll defense readiness planning units in each State employment
security agency. With over 50 such agencies, it is obvious that the amount of
funds which can be allocated to each ageney is very small. The Department has
recently issued a comprehensive manual, called the Defense Readiness Handbook,
to guide these State agencies in the development of their plans to meet an emer-
gency involving an attack on this country. In order to insure that all agencies
imvolved in postattack activity understand the manpower assignments and pro-
grams of the Federal Government, the Department of Labor, and the State em-
plovment security agencies participated in a series of regional manpower con-
ferences designed to explain to all concerned the manpower responsibilities of the
various agencies of the Federal Government, including the Department of Labor
and of the State employment security organizations. In almost all of the States
these regional conferences have now been followed up with State and local area
conferences to earry this understanding through to all governmental officials
in the local communities.

The next major step of the State employment security agencies was to expand
the manpower annexes to their State survival plans based on the guidance fur-
nished by the national office. These annexes constitute the basic outline of the
manpower plan of the State and are essential prerequisites to further planning
by the State agencies and by their local emplovment offices.

These expanded annexes have now been completed in draft or final form by a
majority of the States and work is well underway toward completion in the re-
maining States. We look forward to the completion of these manpower annexes
in all States by the end of this fiscal year, or at the latest, early in fiscal year 1962.
These annexes may be deseribed as blueprints to guide State manpower officials
in rapidly installing and operating the drastic changes in manpower measures
that would be needed in an emergency. During the fiscal year 1962, the State
defense readiness units will supplement these manpower annexes with specific
guidelines geared to develop postattack survival plans of the individual employ-
ment offices within their States. Our objective is to prepare each of these local
employment offices to serve as the civilian manpower arm of local government.

In order to accomplish this objective, it is necessary to prepare specific emer-
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gency operating procedures for the local employment offices. These operating
procedures will cover, in detail, such activities as recruiting and referring workers,
operating manpower controls, emergency unemployment benefit operations, and
estimating and reporting on the number and characteristics of surviving workers
in each community.

One of the most critical problems in the postattack period is to find skilled
manpower to handle urgent reconstruction tasks such as the restoration of power-
plants, powerlines, railroads, highways, and bridges damaged as the result of
attack. It seems essential that skilled workers be recruited in advance of an
emergency and trained to carry out these urgent jobs on a task force basis.
During the past year we have successfully initiated two Filut projects along this
line. In the Allentown area of Pennsylvania, labor and management members
of the industry have agreed to work with the local civil defense authorities on
certain preassigned tasks with preassigned equipment. After some advance
training, these task forces will be able to proceed without any loss of time to
respond to disaster in nearby areds where construction work is a compelling
postattack need. In Kalamazoo, Mich., we are experimenting with a pilot
project involving all of the skills required for the immediate postattack
emergency.

- We would like to expand these pilot projects to include 12 cities during the
next fiscal year. On the basis of the experience developed in these pilot projects
we hope to develop a manual which ean be used by local authorities to establish
such fask forces throughout the country.

In order to meet eritical postattack manpower needs it seems clear that we are
going to have to draw upon millions of individuals who are not now in the labor
force, particularly women who are not working in the preattack period. In order
to proceed effectively we need to know that kinds of skills these women have,
whether they would be willing to undertake civil defense assignments, and the
conditions under which they would be able to work in the postattack period.
In order to try out a procedure for (levc]oping this information we have estab-
lished pilot projects in Sonoma County, Calif., and Thomasville, Ga. On the
basis of a few more pilot projeets, we plan to develop a manual for the use of
local civil defense authorities to deterniine the availability of skills of individuals
not now in the labor force and how these individuals may be organized in advance

of an emergency to meet serious postattack c[;rohlems.

There are many other things which need to be done. We need to develop
control measures which might be required in an emergency in order to direct the
surviving labor force into activities in which they are urgently needed and out of
activities in which such need is only minimal. Manpower controls of the type
used in World War IT may be entirely inadequate in an emergency involving an
attack on this country.

We need to develop techniques for effective emergency registration of manpower
if such should prove to be necessary in some local communities—for getting at the
postattack masses of disloeated people and identifying their skills.

We need to develop methods and procedures for translating program urgencies
into manpower priorities at the operating level.

We need to develop a plan for requiring personal services in an emergency in
the event that voluntary manpower measures should prove to be inadequate,

We need to develop plans for the application of sanctions for noncompliance
with manpower control measures, whether under a voluntary system or a com-
pulsory system.

We need to develop a dictionary of civil defense oceupations which will show the
relationship of these oceupations to the peacetime occupations which are contained
in our regular dictionary of oceupations.

We need to develop simple techniques for estimating surviving manpower
resources at the local level.

We also need to develop training materials for use by the States in preparing
their personnel on the firing line—in the local employment offices—to swing
without interruption into the kind of emergeney operations for which there is no
precedent or experience in their history.

Finally, we need to develop a plan for providing death and disability benefits
for authorized civil defense workers and a plan for adjusting our regular unem-
ployment insurance system to meet the problems of a postattack world,

In the field of wage and salary stabilization we have to be prepared to admin-
ister an interim wage and salary stabilization program on a complefely decen-
tralized basis. This involves not only the development and prepositioning of
regulations and instructions in every field unit of the Department, but also the
training of the field force to be assigned this task,
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In the statistical area, the Department has been cooperating with the OCDM
by providing the National Resources Evaluation Center with manpower informa-
tion which that center needs in special studies of vulnerability and effects of
various attack patterns on the United States. The same techniques would be
used in making the first rough estimates of our surviving manpower resources.
The Department has already placed in that center labor force data, including
details on 50 key occupations, for each of the standard metropolitan areas and for
each State. This work must be continued to cover all of the essential mobilization
occupations, carefully pinpointed on a geographical basis. Further, the avail-
ability of the 1960 census of population requires that work already done be
properly updated.

There is an urgent need for improving the manpower resource and requirements
data available to NREC for some of the special studies being undertaken by it
and by the Department of Defense. Within the past month the Department of
Defense has asked the Department of Labor to assist in one of its special studies
involving the estimation of manpower requirements and produetivity in the
postattack environment. These are areas of study which the Department
initiated last year on a very minor scale. We have made some little progress in
identifying the factors affecting manpower produetivity in a postattack environ-
ment.  More needs to be done. It is essential that this analysis be continued in
order that the Department may be able to provide OCDM, NREC and the
Department of Defense with quantitative estimates of postatfack efficiency loss
caused by such factors as shortages of food, housing and transportation, and the
effects of radiation following a massive attack,

These are the principal emergency responsibilities which we have been carrying
out with the funds made available to us by OCDM. The funds we are requesting
for fiscal year 1962 are essential for the translation of national plans to State
and loecal levels where the emergency must be met in the first instance and also to
deal with certain facets of our program for which we have not had finanecial
eapability up to the present time.

REIMBURSEMENTS TO AGENCIES

Mr. Eruis. I might mention they are the U.S. Department of Agri-

culture, U.S. Department of Commerce, the——

Senator Macnuson, Now, Mr, Ellis, these are the amounts which
are repaid to the other agencies for services rendered to your Depart-
ment

Mr. Evvis. Yes, sir.

Senator MaGNuson. On projects that have been recommended by
your Department, and which these agencies are peculiarly fitted to
carry out?

Mr. Eruis. Correct, sir, That is correct.

FAA is another, the Department of Health, Education, and
Welfare——

Senator Macyuson. How many do you have, eight?

Mr. Eruis. Yes, sir, a total of eight statements.

Senator MacNuson. All right, we will put them all in the record.

Mr. Ernis. Housing and Home Finance Agency, Department of
Interior—

Senator MacNuson. And we will go into those a little later and
ask some questions about what they are doing.

Mr. Ernis. Yes, sir.

Department of Labor—I wish to point out for the record there are
four delegate agencies that have not filed statements because the
amounts involved are rather small, if the committee please, the FCC,
Post Office, Small Business, and Veterans' Administration.

Senator Macnuson. But you will cover those?

Mz, Evris. We cover that, yes, sit. They relate to the one item,
that is the National Resources Evaluation Center, and those amounts
are very small.
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Senator MaeNuson. All right.
Mr. Evus. I will proceed with the statement, sir,

NEw York Herarp TRIBUNE ARTICLE

I do not wish to be out of order but may I call to the committee’s:
attention something that seems to be very current. Perhaps the
chairman and Senator Ellender have already seen the statement in
the New York Herald Tribune this morning by Roscoe Drummond.
It is very short. May I be permitted to read it, sir?

Senator Maanuson, All rnight, go right ahead.

Mr. Evuis. This appears in this morning’s New York Herald
Tribune. Mr. Drummond states:

Isn’t it about time that we threw off the apathy, indifference and skepticism
which have marked our whole approach to eivil defense?

As the consequences of nuclear war have become more devastating, our atti-
tude toward self-protection has become more hopeless. There has been confu-
sion in planning, frustration in knowing where to begin and a kind of helpless
fatalism that nothing practical could be done. Civil defense plans have usually
been so puny as to be futile, or so grandiose as to be unrealistic. And year after
year Congress has cut 75 percent from the little which has been asked for the evil
defense budget.

This isn't good enough. It is dangerous and irresponsible. It is reckless.
Civil defense is not hopeless and we do not have to be helpless. Very practical
things can and need to be done.

President Kennedy seems determined not to let matters drift any longer.

He knows that the safety of millions of Awerican lives can be secured against
nuclear war. And Mr. Kennedy knows that nothing he learned from Khrushchev
at Vienna assures against a Soviet misealeulation.

Mr. Ellis has persuaded the President to go to bat with Congress to approve a
meaningful civil defense program. If the American people show that they do
not intend to accept 20 to 40 million unnecessary casualties among the ecivilian
population, they should be able to persuade Congress that the time has come to
Sl‘ol; pennypinching with human lives.

Before presenting a lengthy column with several tangible and practical steps
which can be taken, I want to discuss—and discard—the pernicious theory that
effective civil defense is undesirable beeause it is “provoeative.”

This intolerable and, I believe, senseless view is advanced by some high ad-
visers in the administration in these words: “The theory of the invulnerable de-
terrent works only if populations are vulnerable and forces (military) are in-
vulnerable.” 'The proposition is that if either the United States or the Soviet
Union undertakes effective civil defense, this would in itself be evidence that the
side which did so was going to attack the other—and, therefore civil defense
would provoke attack.

Under this theory we must deliberately plan to throw away the lives of 20 to
40 million Americans or maore, in order to give assurance to the Soviets that we are
not preparing to attack them. The hope would be that this generosity would
persuade them not to attack us.

For purpose of argument, let us accept—and I do not believe it—that effective
civil defense might be deemed by some in the Kremlin as “provocative.”” 1 do
not think that this plan is an adequate reason for making millions of American
civilians helpless hostages through nuclear attack.

g Effective civil defense is desirable and urgent even if it does annoy the Soviet
nion.

Furthermore, if there is any sense in the idea that civil defense must be sacrificed
because it is ‘‘provocative,” this argument is destroyed by the fact that the Soviets
are already undertaking substantial civil defense measures. There is evidence
that some 50 million of the Soviet population have already been trained in civil
defense requirements. By the size of investment in civil defense equipment, it is
clear that the Soviet Union has for a number of years, and is now, engaged in an
extensive civil defense program. Fallout shelters for many millions of Russians
are already available and they are mandatory in the construction of every new
apartment building throughout the Soviet Union.

It is time we did something ourselves.
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Senator Magyuson. We will place that in the record.
Now will you proceed with your statement.
Mr. Ernis. Yes, sir.

(GENERAL STATEMENT .

I appreciate this opportunity to appear before this committee tor
discuss the national programs for nonmilitary defense. This hearing
is particularly timely, coming as it does within a few days after the
President expressed his views on this program in his address to the
Congress on May 25, 1961.

Upon my appointment to this position as Director of the Office of
Civil and Defense Mobilization, 1 was instructed by the President to
join with the Director of the Bureau of the Budget and the Secretary
of Defense in making a thorough study of the organization and func-
tions of nonmilitary defense. The intensive investigations we have
made during the course of this study has clearly brought to light the
appalling fact that civil defense efforts to date have been completely
inadequate and leave a shocking gap in our total national defense.
As indicated by the President, this administration plans to meet
this problem head on. Proposals will be submitted for the specific
actions necessary to eliminate this vulnerable link in the national
defense posture.

SOVIET CIVIL DEFENSE EXPENDITURES

The many intelligence studies and reports available for our review
are unanimous in their conclusions that the civil defense expenditures
of the Soviets outstrip by many times the dollar volume of expendi-

tures being applied by the United States for this effort. Civil defense
training is a mandatory requirement in Russia and many public
shelters are being built. Our national defenses are built upon the
historical American concept of massive capability for retaliation but
avoidance of aggressive action—striking the first blow. Therefore,
Russia does not need to harden its missile launching sites or take other
protective measures to withstand the first blow. This places them
further ahead of us with respect to passive defense.

The dizzying pace of military technological developments in the last
15 years has been stunning and bewildering. Many of us have not
kept abreast of the awesome, devasting [)U[t']llllll of offensive weapons.
Certainly civil defense has fallen behind and become an unwanted
stepchild in our total national defense planning. If we had been more
candid with the people during past years, it is probable that this
problem would not exist today.

ELEMENTS VITAL TO AMERICAN INVULNERABILITY

We still have time to prepare ourselves, but we cannot afford to lose
another moment. Three vital elements are essential to make America
invulnerable to attack:

1. Superior offense, which includes the power of retaliation.

2. Superior defense, the study made of the Nike-Zeus and other
affirmative defense actions.

3. The will to survive.

If the offensive and defensive power is equal, the will to survive
becomes decisive—that is to say that when the capability to “dish it
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out” is equal, then the nation best prepared to “take it"" will win.
The stronger civil defense may turn the tide.

This brings home the cold, hard fact that a strong civil defense and
mobilization program is indispensable to national preparedness. This
cannob be attained cheaply and certainly cannot be attained with a
Federal effort at past minimum levels. The President expressed this
harsh inescapable conclusion to Congress last month in his speech to
which I have referred. I quote——

PRESIDENT'S STATEMENT

Senator MaagNusoN. We have heard that. We will put that in the
record in full.
(The portion of the statement referred to follows:)

One major element of the national security program which this Nation has
never squarely faced up to is civil defense. This problem arises not from present
trends but from national inaction in which most of us have participated. In the
past decade we have intermittently considered a variety of prozrams, but we have
never adopted a consistent policy. Public considerations have been larzely
characterized by apathy, indifference, and skepticism, while at the same time many
of the civil defense plans have been so far reaching and unrealistic that they have
not gained essential support.

This administration has been looking hard at exactly what civil defense can and
cannot do. It cannot be obtained cheaply. It cannot give an assurance of blast

rotection that will be proof arainst surprise attack or guaranteed against obso-
escence or destruction. And it cannot deter a nuclear attack.

We will deter an enemy from making a nuclear attack only if our retaliatory
power is so strong and so invulnerable that he knows he would be destroyed by
our response. If we have that strength, eivil defense is not needed to deter an
attack. If we should ever lack it, civil defense would not be an adequate sub-
stitute.

But this deterrent concept—

and goes on with the President’s statement generally, the history of
this planet, and particularly the history of the 20th century—and
that is all a part of the President’s basic state of the Union message.

Once the validity of this concept is recognized, there is no point in delaying
the initiation of a nationwide long-range program of identifying present fallout
shelter capacity and providing shelter in new and existing structures. Such
a program would protect millions of people against the hazards of radioactive
fallout in the event of a large-scale nuclear attack, Effective performance of
the entire program not only required new legislative authority and more funds
but also sound organizational arrangements.

In view of my firm conviction—

incidentally, there is nothing in the present summation to this com-
mittee, or to the committee in the House, which asks for funds for
the marking of existing fallout shelter areas. But we did submit to
the President the recommendation that this be dcne. And this is
the principal matter that has now been turned over, on the recom-
mendation of the President, or will be turned over under appropriate
documentation later on, to the DOD. That will come later.

IDENTIFYING AND MARKING SHELTER AREAS

We consider it of very critical importance because our pilot studies
indicate that there are existing public areas and buildings where 47
million shelter spaces could be identified, and marked for usage by the
people of this Nation, Based upon an assumption that a Soviet
attack upon this country, if it ever came, would be an attack upon
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target sites with limited thermonuclear warfare capability, we feel
today that you have approximately 70 million American persons at
risk from radioactive fallout, and not at risk from death from blast
and fire. You could save, by the marking of these shelters already in
existence in this country, and by slightly upgrading and perhaps stock-
ing, between 30 and 40 million American lives. Therefore, the Presi-
dent has included that in his state of the Union message, and it will
be presented separately to the Congress when the President documents
his specific recommendations to the Congress on that matter.

Senator MAaNvUsoN. But you state to the committee that that par-
ticular program is not now ncluded in these particular items?

Mr. Eruis. That is correct, sir.

Senator Maenuson. All right.

Senator ELLenper. What will be your functions, Mr. Ellis, if that
transfer is made?

Mr. Eruis. Just what we have, T think, recommended to the Presi-
dent, and which are included in the budget now under consideration.
The Office of Civil and Defense Mobilization has never been an
operational office, and we are not in a position to construct shelters,
nor are we in a position to mark and upgrade existing shelter areas——

Senator ELLeENDER. You think the military can do that better than
the civilians?

Mr. Eruis. T think they can.

Senator ErLexper. I do not think so,

Mr. Eruis. Well, Senator, T am part of the executive arm of the
Government and——

Senator ELLENDER. T am just expressing my opinion. I have had
a lot of experience with the armed services.

Mr. Enus. Yes, sir.

Senator ELLeNpER. I just disagree there.

Mr, Evnis, Yes, sir.

Senator ELLenDpER. T was surprised when the President moved to
transfer it to the military. They have too much to handle now in
my humble judgment.

Foxcrion or OCDM

Mr, Eruis. Well, Senator, T would like if T might, with the chair-
man’s permission, to point out that the office of OCDM, under its
new name, will be a very closely knit organization working with the
President with powers of coordination, research, and planning in all
of these various areas, in such a way that the President can keep
control over this entire situation. And that is the function that we
feel best able to adequately perform. But we know that we do need
this marking and upgrading, and the President, recognizes the neces-
sity for it in this country today.

Senator ELLeNper. The armed services have had such an experi-
ence of wastefulness in the past that I am saying it should not be
transferred to them.

Senator Macyuson. Mr. Ellis, if you will go to page 7 of vour
statement, we will get down to the specific items.

Mr. Ernis, Yes.

SALARIES AND EXPENSES

First, .“Salarios and expenses.” We urge full restoration of the
$5.5 million reduction. The House made this reduction

71036—61——3




32 INDEPENDENT OFFICES APPROPRIATIONS, 19062

LIMITATION OF POSITIONS IN WASHINGTON

Senator MaagNuson. I want you to read this very carefully because
this committee has long agreed with the House on a limitation of
ceilings on positions here in Washington, D.C., and we want to know
just what is happening down there.

Mr. Evuis. Yes, sir.

Senator MaegnusoN. So you start on page 7 of your statement.
You have it in full there. Salaries and expenses.

Mr. Evuts. Yes, sir. I would like to go off the record if I possibly
could to explain the very vital reason why there should be no reduction
in civilian positions in Washington.

Senator Magnuson. Is that the item you want to talk about in
executive session?

Mr. Eruis. 1 would like to go off the record in discussing this item.

Senator Maae~uson. All right, but read your statement first,

EFFECT OF HOUSE ACTION

Mr. Evuis. First, “Salaries and expenses.” We urge full restora-
tion of the $5.5 million reduction of the House committee and recom-
mend that the restrictive language imposing a ceiling of 303 civilian
positions in the Washington, D.C., area be eliminated. The House
elimination of all increases requested for 1962 has the effect of denying
additional funds of $1.3 million for our communications and warning
programs and $3.7 million for our public information and education
programs. It also reduces our personnel staffing by 50 positions,
most of which must be eliminated in the Washington area. All of
these increases represent either full-year costs of expenses incurred for
only part of 1961 or an expansion of current projects which have
proven to be sound. The major item which has been denied is the
increase of $2.4 million for the adult education program on weapons
effects and countermeasures which the Office of Education is conduct-
ing for OCDM. We feel that it is essential that this program be
extended to 23 additional States and request restoration of funds for
this purpose.

Now there are details on this in a letter submitted to you, sir, which
amplifies each particular item which we mention there. Would it be
appropriate now——

Senator MaeNusoN. Finish your statement there.

EMPLOYMENT IN THE WASHINGTON, D.C., AREA

Mr. Eruis. The action of the House committee in inserting appro-
priation language placing an arbitrary ceiling on employment in the
Washington, D.C., area is completely unacceptable. The President
is currently studying the functions of nonmilitary defense with a view
to reassigning them to the various departments of the Federal Gov-
ernment, thereby assuring that essential protective measures are car-
ried out in the most economical and effective manner. He has indi-
cated that the shelter program will be assigned to the Seeretary of
Defense. It is possible that other assignments may be made to other
Federal agencies at the seat of government. The imposition of this
arbitrary employment ceiling would deny the President the flexibility
he needs to make the realinement he determines to be necessary for
the best interests of the Nation,
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Senator Macyuson, All right, that is the item of “Salaries and
exl{i‘llr‘sr-s." The reduction of the House is $5,500,000.

Mr. Evvis. Yes, sir.

Senator MacynusoN. On the whole, total item. Now is this the
matter you would like to discuss with us in exeeutive session?

Mr. Eruis. Well, sir, I could. However, sir, this is not the matter.
I wanted to make another statement in executive session.

Senator Maanuson. All right. Let’s stick right with this item.
How many people are employed in your shop in Washington, D.C.,
now?

Mr. Erris. 344 at the present time.

Senator Maanuson. 344?

Mr. Eruis. Yes, sir.

Senator Maeyuson. What would the percentage be of your total
employment?

Mr. Enuis. Well, the total employment is 1,644, The ratio is 344
compared to 1,644, sir. That is a little over one-fifth.

Senator MaeNuson. So that one-fifth of your people are employed
in Washington, D.C.?

Mr. Eruis. Yes, sir.

Barrue CrREEK PERSONNEL

Senator MaeNxuson. How many are employed in the Battle Creek
area?

Mr. Eruis. 652, and the balance of 648 are employed in the regions
and other field activities throughout the Nation.

Senator Maagxuson. Then how many are in Battle Creek?

Mr. Evuis. 652, sir.

Senator Maanuson. So the spread is about one-fifth here and
two-fifths in Battle Creek——

Mr. Evuis. Right, sir.

Senator Maagyxuson. And T am speaking generally, the rest are
spread around the country?

Mr. Eruis. Yes. About two-fifths in the field, sir, in the various
regions and other field activities,

Senator ErLenper. Are all of those people fully paid by OCDM?

Mr. Enuis. Yes, sir.

Senator ELLexper, No part payment?

Mr. Eruis. We do have participating personnel in the Publie Law
85-606 program of matching funds, but that does not come into this
area at all, sir. That was allowed in full by the House.

Senator MacNuson. Now these are people whom you pay directly?

Mr. Eruis. Yes, sir; we do.

DeELEGATE AGENCcY PERSONNEL

Senator Maeyuson. Now, how many people are employed through-
out the Government; and you are paying their salaries in various
departments?

Mr. Evis. These ageney reports that have been submitted to this
committee indicate just what their functions are, but in terms »
prices-

Senator Maeyvson. Does anyone have the number?

Mr. QuinpLeN. 364, Senator, for 1961, and a proposed 518 in 1979,
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Senator MaayNuson. These would be in the other departments of
Government and you must reimburse these departments for jobs
that have been assigned by OCDM.

Mr. QuinprLeEN. Yes, sir.

Senator Maanuson. So actually you have 600 people working
down here, 600 plus.

Mr. Eruis. Except the other departments do not necessarily
employ these people here in the Washington area.

Senator MAGNUSON. There is no breakdown on that?

Mr. Eruis. I do not think we have it, but a breakdown can be put
in the record.

Senator Maagnuson. Well if there is a breakdown, put it in the
record.

Mr. Ervis. Yes, sir.

(The information referred to follows:)

Civil defense and defense mobilization funclions of Federal agencies number of
permanent posilions

Washington, Field
D.C. (de- activities
partmental)

Agriculture

Commerce.....

Federal Aviation Agency

Federal Communications Commission
Health, Education, and Welfare____
Hnuhinz and Home Finance Agency.
Interior

Interstate Commercs Commissfon. .

Pn:d. Office..
Small Business Administration. .
Veterans' Administration

TR - i

EsmproymenT 1IN THE WasningToN, D.C., AREA

Senator MaanusoN. And now the House limited you to 303 posi-
tions in the District of Columbia area. They did not break them
down, but they said, and I quote from the report on page 3:

Such personnel is now over 50 in excess of the 303 specifically allowed by Congress
for 1961.

Now, how do those 50 get down there in violation of the directive
of the appropriation committee?

Mr. Evuis. The predecessor organization eut them out, sir, but did
not cut them out in the Washington area. They cut them out in the
office in Battle Creek and in other field offices and did reducé the gross
number of employees. However, they did not reduce the number in
Washington.

Senator MaaNuson. Yes, but the House says that there are 50
more people working here in Washington than authorized last year.

Mr. Evrus. Although I am not trying to justify what was done by
my predecessor, I am trying to say that the reduction was made, and
he seemed to feel in conformity with the congressional direction by
reducing the overall and not just the Washington area. And that is
the part I want to go off the record on.

Senator Macyuson. So the House then said you have to limit
yourself to 303.
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Mr. ErLis. With the reorganization under consideration, it is very
definitely curtailing. We do not know in what particular area we
will definitely need to make the cut. The cut could be made.

Senator Maexuson. The point we are making, Mr. Ellis, is that
the House said you shall not employ over 303 people in the Washington
office, and they also say that there are 353 down there now. Now we
must respect the judgment of the House in this matter. We may not
agree with it, but they, in effect, suggest that you either spread out
or that you let go 50 people.

Mr. Eruis. We may be glad to let the 50 people go, sir, and I
think that might be done provided we have the right to let them go
either in the field or in the Battle Creek office.

Senator Maayuson. I see. In other words, the House language
does not give you, as I understand it, flexibility to do a job on the
overall employment.

Mr. Evuis. Yes, sir. I could answer that easily, off the record, if
[ could.

BUILDUP OF WASHINGTON PERSONNEL

Senator AvLorr. Let’s go into that a little bit further. We have
had a running battle with the House on this matter.

Senator Maenuson. Oh, yes.

Senator Artorr. And I think it has been the attitude of this com-
mittee as well. There is great danger this organization is building up
a tremendous personnel here in Washington when the job that needs
to be done is around the country. Now, I must say that this is
generally my view, also.

Mr. Evras. I would agree.

Senator AuLorr. So we have the problem of trying to keep this down
and keep the 50 out in the country where they are needed.

Mr. Ervis. This overall problem of the OCDM organization is a
very serious one. Administratively, it has not functioned with the
greatest degree of effectiveness it should. At the time the organiza-
tion was divided it was a time when the danger of attack by man-
operated aireraft on the shore of this country made a division of these
offices seem essential, and consequently they were split and part put
in Battle Creek. Obviously, there are overlapping functions, and
probably in a great many instances inefficiency has resulted from that
division.

Now I would certainly agree, Senator, and 1 would like to see the
offices in the field—and there are eight regions, roughly, coextensive
as to periphery with the Army regions—expanded so that we can get
greater contact at the lower echelons of Government in bringing about
cooperation in this movement, and pyramiding it from that lower
echelon up to the top. We are very much in favor of that.

PUBLIC APATHY TOWARD CIVIL DEFENSE

Senator Autorr. Mr. Ellis, I have not noticed anything in your
statement, and perhaps it is there later, but so far in vour statement
vou have avoided what is the No. 1 problem in Civil Defense
in my opinion, and this No. 1 problem, which we have discussed
in the past with your predecessor innumerable times, is that the
American people are not in support of the Civil Defense program.
Now, no matter what we do, until we can enlist the intelligent coopera-
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tion of the American people, your Civil Defense program cannot be
superimposed from the top. Now, have you covered this later in
your statement?

Mr. Eruts. 1 could say I will cover it right now if I may.

Senator AvLorr. All right.

Mr. Eruis. I would like to make this oral statement. T would like
to say that T could not agree with you more wholely that there has
not been general puh]i(' acceptance. There has been, however, the
sum of probably 6){ to 7 million people in America who in one w ay or
another have participated in various activities of Civil Defense.
Those people, if they could be stimulated to act, would be probably
a more formidable group in times of emergency than we could ever
get in any other way. I tried, as T came into this office, to begin to
give it a new profile, to give it a great moral effect, to try to "do as
suggested by Governor Anderson, Governor Rockefeller, and Gover-
nor McNichols, who met with the President on these Tlll!l““« What
we need to do is strengthen the national will, because our national
will is rapidly thsmlvglﬁtmg And it is a very, very dangerous thing
for the Nation. It could lead ultimately, not now, but ultimately, to
the philosophy that it is better to be “red than dead,” a ver v dan-
gerous philosophy that confronts this country m!u\ Therefore,
since I have been in this position, our mail has become four times as
great as it was, our telephone volume is six to seven times as great,
and we are h(‘“’lllllln(" a revival of national will in this movement.

CIVIL DEFENBE LABELED PROVOCATIVE

But let me say in justification for past administrations, that they
tried to help this movement. But the old Dulles philosophy was
that it was provocative, and the Eisenbower administration apparently
bought that philosophy and consequently there was no Federal
leadership-

Senator ArLorr. Wait a minute. We have fought for these appro-
priations too long and too hard for me to accept any such statement
that the Dulles pnln y was provoeative. I do not want to insert
extraneous things here, but 1 cannot accept that. 1 cannot accept
the proposition that the Eisenhower administration ignored this
because Congress has constantly kept these things down.

The reason I inject this matter here at this time, and it is not
extraneous to what you are discussing, which is snltlfll'a is this, that
you cannot create a civil defense just by creating an organization.
You have to solicit and get the intelligent, active cooperation of the
people. Now I am not new to this.

Mr. Eruis. T understand that, sir.

Senator Avrorr. I was on my own State's civil defense board
back in the early 1950, so it is not a new thing to me. I know how
it works at the gl'alsm‘wm:—:, And the reason I raise this in connection
with the salaries is, and I think it is a direct thing, it has a direet
relationship to what we are talking about. You cannot do this
simply by adding salaries and by adding people.

I\}Ir. Erus. No, sir; you certainly cannot. But I want to say this
to clear the situation completely for once. Had it not been for this
committee, had it not been for the thought and consideration this
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committee has given to the defense movement in this Nation, I do
not know where it would be today, sir.
Senator Arrorr. Well, it would not be.

COMMITTEE ACTION ON MATCHING FUND

Mr. Eruis. 1t would not be, sir; that is absolutely correct. When
this committee came forward and went along with the matching fund
program, we then began to get a higher type of personnel, and more
active interest taken at the State and county levels through that
program. And this committee was directly responsible for making
that available. And I cannot commend this committee too greatly
for the interest that you have taken, sir.

However, there was lack of national leadership, primarily in the
execufive department. There was no effort, for instance, when a
tremendous State Department Building was built here, to place a
fallout shelter in that building. Nothing was done in Federal buildings
to set an example.

Senator Avrorr. I do not think that State Department Building
was completed under the last administration, was it?

Mr. Ervis. It is being completed now.

Senator ALnotr. You mean the new one?

EXAMPLE OF FEDERAL GOVERNMENT

Mr. Ernis. And frankly, we cannot expect the people at the grass
roots of whom we speak, who have to be stimulated, to become
interested unless the Federal Government likewise sets the example.

Senator Arrorr. This question always has been discussed at great
length in this committee, and there are some of us who felt that every
building in the city of Washington should have protection. And I
think the chairman could speak at great length on that.

Mr. Erris. We have been meeting with the Washington officials on
this transit plan, underground subways, hoping that something could
be developed in that area, as was done in the Soviet Union. The
subways there are protected both from fallout and from blast, sir.

Senator Macxuson. Well now, we have lost our 50 extra people.
What are you going to do with them? Are you going to keep them
here, or are you going to move them out, or what is the plan?

Mr. Ernis. Again, since this matter is being considered by the
Director of the Budget, with very capable assistance from the Me-
Kinsey Co., who are great experts in the field of Government organi-
zation, I would like to go off the record and tell you what is going to
happen.

Senator Maegyuson. All right. We will go into executive session.

(Whereupon, at 10:40 a.m., the subcommittee recessed for executive
session until 11:05 a.m.)

CIVIL DEFENSE AND DEFENSE MOBILIZATION FUNCTIONS OF FEDERAL AGENCY

Senator Maanuson. All right, the next item is “Civil defense and
defense mobilization functions for Federal agencies.”

Now, maybe I can help simplify this. The OCDM delegates to
different departments of the Government certain projects in the
field of civilian defense for which OCDM reimburses these agencies.
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The agencies have submitted statements and let’s take them one by
one.

The House cut this appropriation $2,100,000 and this, as you say,
would force the cancellation of plans to expand several key programs
being conducted by these agencies. Now, let’s take them one by one
because this has been a sore spot between the House and the Senate,
too, in our conferences,

DEPARTMENT OF AGRICULTURE

I have here first the Department of Agriculture.

Mr. Evuis. Mr. Quindlen is here and has followed this very closely.

Senator MacNusoN. What is the Department of Agriculture doing
in the field of civilian defense?

Mr. QuinpLEN. Sir, the principal function of the Department of
Agriculture under the delegation from the Director of the Office of
Civil and Defense Mobilization is food planning, the management of
food supplies in an emergency, to be prepared, regardless of the
nature of the attack, to feed the American people after an attack.
And also the Department of Agriculture is performing a function in
the Federal monitoring network. Each agency is assigned responsi-
bility in its field offices to have a certain number of trained monitors
who will be part of the Federal network for radiological monitoring.

Senator MacNusoN. What does the Department of Agriculture
have to do with monitoring?

Mzr. QuinpLEN, Sir, when offices are already established, for
example, Federal Aviation, the Weather Bureau, Agriculture, instead
of trying to establish new stations you merely put monitoring equip-

ment and train people who are already in the field to work as a part of
a Federal network.

Senator AvLorr. May I ask a question?

Senator MaGNuson. Yes.

QUESTION OF DUPLICATION

Senator ALLorr. You sort of lost me. Does this duplicate the
monitoring of radiological activity that is carried on in other depart-
ments of Mr. Ellis’ Department here?

Mr. QuinpLeN. No, sir; we have a Federal plan for a Federal moni-
toring network and a State and local monitoring network. In the
Federal monitoring network we place instruments and train the people,
who are already employed by the Federal Government and have other
functions, to be able to monitor in an emergency.

Senator Maayuson. Monitor what?

Mr. QuinpLen. Monitor radioactive fallout, sir.

Senator MaeNuson. Why would the Department of Agriculture
do it?

Mr. QuinpLeN. Solely because they have Federal installations in
the field.

LOCATION OF AGRICULTURAL INSTALLATIONS

Senator MaeNuson. But they are not Department of Agriculture
installations, are they?

Mr. QuiNpLEN. Yes, sir. Just offices, such as the Forest Service,
where people are already stationed and it is merely necessary to train
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existing Federal employees to know how to monitor fallout. After
all, for them to move, for them to know when they can do their work
after an attack, they should also be able to monitor. They should
also be able to phone reports in of the monitoring situation, or get
them in by radio, just as would happen today, for example, under a
tornado warning. People who are at a certain place will carry out a
Federal funetion of monitoring.

Senator MaaNusoN. Where are these people? That is what I am
trying to figure out.

Mr. QuinpLeN. Sir, in the Department of Agriculture offices
throughout the country, at every level

Senator Macyuson. Yes, but there is an FAA office in the same
place, there is a Defense Department office in the same place

Mr. QuiNpLEN. Sir, there are various offices which provide this
radiological monitoring—the FAA installations at airports, Weather
Bureau offices, and so on. These people at FAA installations are
trained as monitors for 24-hour-a-day coverage. The Weather
Bureau people at the weather observatories are trained also to be
monitors as a secondary duty. Places where there is not this coverage,
where there are other Federal installations, these people, too, will be
trained in order to give nationwide radiological monitoring coverage
in a Federal network. The Forestry Service is another example
where you would have offices

Senator Maenuson. Where you have shortwave radio frequency?

Mr. QuinpLEN. In most places, landlines and in some cases radio.

Senator Maaxuson. All right.

RADIOLOGICAL CONTENT OF WHEAT

Senator Avtorr. May I ask you in this connection, you were
instituting a research program on the radiological content of wheat,
do you know anything about this? That is the Department of
Agriculture.

Mr. GeEraLD GarLrAGHER. The Department of Agriculture, sir, is
doing that work currently for their own purposes, too. This is the
kind of work that we encourage and associate ourselves with. We
use the results of their work.

Senator ALrorr. Do you know where that research project is?

Mr. GeraLp GaLvacuER. I think Beltsville is doing it.

Senator Avvorr. I mean, where are we? It has been going on for
about a year now.

Mr. GeraLp Garracaer. We have had no late reports. T believe
it is agreed significant progress is being made.

Senator ALLorr. Could you see that I am informed as to the prog-
ress that has been made on that?

Mr. GErRALD GALLAGHER. Yes, sir,

Foop MaANAGEMENT PLANNING

Senator Macnuson. All right, then you have food management
planning. Last year you got $31,000 and this year you want $140,000.
What is the extra amount for?

Mr. QuinpLEN. Primarily to increase the number of food planning-
people in the field who will advise our regional offices as well as in-
dustry and State offices on regional food planning,
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Senator MacNuson. Well, let’s get this down to a simple example.
Let’s take the State of Colorado, or the State of Washington or
Louisiana. You are going to hire someone for food management
planning. Where is he going to be located, what is he going to plan?

Mr. QuinpLeN. Sir, he will plan with respect to our eight regions
for the particular region.

Senator Maenuson. What does he know that you do not know
now? You know how many bushels of wheat you have, how much
meat is in the area. What is he going to do that you do not know
now?

Mr. QuinpLen, The information is available in different places.
The local planning is a question of determining how you would best
meet the needs, for example, of the Southwest, or of the Southeast
under different attack conditions. Certainly most of our studies
show that there would be enough food, but the problem of the rela-
tionship of the food to the people after an attack is one of the prin-
cipal problems; how you get the food to people, the types of food, how
you use the unprocessed food, if you can use it, how vou use the Com-
modity Credit Corporation storage of food and how you get it to
where the people would probably need it.

Senator MaaNusoN. You have all that information now?

Mr. QuinpLex. Sir, not in the form in which it has to be-

Senator MaGNusoN. And if you are talking about transportation,
you are going to have to go down to the 1CC to do that.

Mr. QuinpLEx. Yes, sir; and Agriculture has to work with the
ICC in its food planning.

Senator MaGNusoN. You do not need any extra people to tell the
ICC “We have X number of bushels of rice stored in Louisiana.”
They know where it is, and it is a question of how vou get a truck or
a train or something there to move it out. Why do you need people
here to tell them that?

Mr. QuinpLEN. Sir, you need people in the field to write the plan
for the particular region. In our region V, for example, which includes
Louisiana, you would need to know what the food problem would be
in region V and how specifically to take care of it. Not generally how
we would do it, but from the points from which you would move food.

REGIONAL PERSONNEL

Senator MaGNuson. How many people would you employ in this,
one in each region?

Mr. QuinpLeN. Yes, sir. There would be one for each of our eight
regional offices.

Senator Maexusox. Well now, a man goes down to Louisiana, or
Baton Rouge, or Fort Smith, Ark., or some place down there and it
takes him about 1 week to figure out where everythingis. What does
he do the rest of the time?

Mr. QuinpLEN. Senator, I do not have additional detail on this.

Mr. HerreLFINGER. Senator, Mr. Quindlen is with OCDM. We
did not ask the delegate agency representatives to be present. We
can ask them to come.

Senator MaagNusoN. You'd better put in the record what these
fellows do. I do not know what they can do after they find out
where everything is. We know that anyway. We can pick up a
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telophmw right now and in 5 minutes find out where everything is.
The real pmbiem is transportation, how to get it to different 1)!:1c'o-.

Mr. Eruis. There is constant plunnmw going on between us and
the IJopmlmvnl of Agriculture, but we feel 1t is still in the very forma-
tive stage. This is necessary. There is planning going on all the
time in these areas of food, as to what we are going to do with the
existing supplies.

Senator [.\I,-‘\(:.\'I’Sn.\'. What I am saying is, we have all this informa-
tion now, we know where evervthing is, we know where it will be a
year from now or where it won’t be, and the function of the defense
transportation group in ICC is, of course, the most important one.

Mr. Eruis. We could have Agriculture here at 1 o’clock.

Senator Maagnuson. They have a statement here.

Senator Avvorr. They have a statement.

Senator Maenuson. But it does not give too much detail; it is
kind of vague.

TRAINING PROCEDURE

Senator Arvorr. Mr. Chairman, on page 3 the statement defines
three things they are supposed to do, which sounds like so much
gobble-dy-gook to me. It is chiefly the use and distribution and
training men. And the three are practically the same, as I see it.

Mr. Evuis. That program, Mr. Allott, I am a little familiar with.
[ am responsible for taking rural trummg away from our own organi-
zation and giving it to Agriculture. They taﬂm these training manuals
and agric ultural mclmlnglt‘nl kits and go out in the rural areas. And
there has been terrific response among the agriculture people in the
rural areas to this training procedure. It is a form of training as to
what to do and how to do 1t. And it is not just done by se nthng
manual, it is done by personal contact. And we are beginning to
get wide distribution on these manuals.

Senator MagNvson. Bring the manuals up here and we will take
a look at them.

Mr. Eruis. 1 would be glad to.

Senator Maenvson., But the real problem if something happens
with food is the transportation.

Mr. Ervis. T would say transportation is a vital consideration.

Senator Macnvson. We know where all the food is, we know
where it will be 5 years from now and where it won’t be. Or else
the Department of Agriculture is getting too much money to catalog
and classify and analyze and evaluate all these things.

MANUAL DISTRIBUTION

Senator ELLexper. Is the distribution of these manuals made by
people, let’s say, engaged in the Extension Service?

Mr. QUINDLEN., Yes, sir: by the various parts of the Department
of Agriculture to the food industr v, for example.

Senator ELuexper. Well, the personnel that are paid on a reim-
bursable basis, do they work with the Extension Service and with
other people?

Mr. QuinpLEN. Yes, sir. Some of them are in the Extension
Q;-rr\ ice, some are in the Office of the Se seretary, some are in the field
olnces.
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Senator ExLexper. Now, these funds are not used to augment the
payment to the Extension Service people, but only to the one who
supervises and sees that that is carried out?

r. QuinpLEN. Just to those who are working full time in the
Civil Defense program.

Senator Ernexper. How many are there working full time?

Mr. QuinpreN. In the Department of Agriculture

Senator ErLexpir. I am talking about altogether now.

Mr. QuinpLeN. Eighteen in the Department of Agriculture.

Senator Evrenper. Eighteen. An how much are we providing on
a reimbursable basis altogether?

Mr. QuinpLeN. These are just those for which we are providing
reimbursement, sir—just the 18.

FUNDS REQUESTED

Senator EvLexper. Isee. How much will you be alloted from the
funds of the OCDM?

Senator MaaNUsoN. $440,000 they want for this program.

Senator ErLexper. That is the point I want to make.

Mr. QuinpLeN. Yes, sir, And there will be 28 positions under this
$440,000. And at the present time 18 positions for $298,000.

Senator ErLexper. $440,000.

Senator Maaxuson. Where are the 18 scattered?

Mr. QuinpLEN. Sixteen in the field and two in Washington.

Senator Maanuson., They are analyzing the food problem in
Washington?

Mr. QuinpLeN. They also have an assignment, Senator, to include

the effect of biological and chemical agents on animals and crops.

Senator Macgnuson. Well the Department has this big research
that they are doing now. Otherwise we have been appropriating
them hundreds of thousands of dollars every year for this sort of thing
for nothing. I can go in my office and pick up the phone and get
anything you want.

AGRICULTURAL RESEARCH

Mr. QuinpLeN. Sir, the purpose of these funds is to assure that
specific attention will be given to the Civil Defense aspects of chemical
and biological effects on animals and erops.

Senator MacNnuson. That is just information for them that you
can get at your fingertips.

Mr. QuinpreN. No, sir; it includes some research, it includes plan-
ning of what you do; how you decontaminate, if you can, certain types
of fields; the effects on given crops; as to whether under certain
fallout conditions certain growing crops can be used.

Senator Macyuson. The Bureau of Standards does this, the
research department of Agriculture does it, the National Secience
Foundation has grants to do it, and now you have 18 people doing it
down at Agriculture.

Mr. QuinpLEN. Sir, with respect to food, this is specifically a
function which has been assigned to Agriculture, both with respect to
crops and with respect to animals.

Senator Maenuson. Well, we will go on now. You have research
on food for shelters. Now that is cut out this year. But you have
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mainly added to food management planning and to radiological de-
fense training in the Department of Agriculture.

Mr. QuinpLeN. Yes, sir.  In their field offices as they exist through-
out the country, sir.

Senator Macnusox. Off the record.

(Discussion off the record.)

RADIOLOGICAL MONITORING

Mr. QuinpLEN. Senator, 1 do not think I have made the principle
of this elear. New people are not added to be trained. These are
people who are in field offices throughout the country. Sinece they are
there, the purpose is to use Federal employees who are already on the
payroll to do radiological monitoring, and these costs are the costs of
training these people. Now a total of 1,900 stations is planned for the
Department of Agriculture. Agriculture is manning at the present
time about 1,100 stations. Since the Federal personnel are there,
our purpose is to train them in radiological monitoring so that the
base, across the country, of the radiological problem can be as broad
as possible.

Senator Maaxuson. Well it is pretty broad right now. We
have the same thing in the Weather Bureau, and we have the same
in NIH. We have all these duplications. We have 28 in Agriculture,
76 in the Department of Commerce, 25 in the Federal Aviation
Agency, 237 in the Department of Health, Education, and Welfare,
36 in Housing and Home Finance. Now they are making all these
studies about fallout. There are 40 in the Department of Interior,
13 in Interstate Commerce—and the real [)rnh[(\m is transportation
when you get in trouble—60 in the Department of Labor, and we
even have 1 in the Small Business Administration.

Mr. Evuis. We hope that some day we will have several million of
these monitors throughout the Nation, and we are trying now to
resolve mass ;nmlmllnn techniques and the distribution of instru-
ments to the point they will be available to people all over the country
and everyone will know how to use them. I think it is very essential.

DerARTMENT OF COMMERCE

Mr. QuinpLeN. Senator, to take the Department of Commerce
for an example

Senator Maenuson. I am coming to that. Let’'s get down to
that., There is $2,780,000 for assignment to the D(-pmllnvnt of
Commerce to accomplish- its mobilization in nonmilitary defense
assignments during fiseal year 1962. This is an increase of $94,000
over funds available last year. The House committee disallowed any
increase. Now $194,000 was cut out.

Mr. QUINDLEN. 103, sir,

INCREASE REQUESTED

Senator MaeNuson. And the increase requested from the office of
the Secretary consists of two items, $30,000 for two positions in
related other expenses in the regional force, and $3,000 for travel
expenses,
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Five bureaus of the Department of Commerce have assigned to
them the execution of important national emergency planning and
program responsibilities. A department representative and a secre-
tary were planned for assignment at each of the regional headquarters
as a counterpart to the emergency planning coordination provided at
the departmental headquarters.

Now what do these people do?

WORK OF PERSONNEL IN COMMERCE

Mr. (I){:[Nm.};x. Sir, they represent the Secretary of Commerce in
the field in coordinating the defense activities of the Department of
Commerce, the Defense Service Administration, the Bureau of the
Jensus, DATA, the Maritime Administration, and the Weather
Bureau. And in addition the Weather Bureau provides the entire
weather service for civil defense, and have Weather Bureau specialists
who are particularly trained assigned to our regional offices to the
Battle Creek installation and to our classified location.

Cenus Bureavu

Senator MacNusoN. What does the Bureau of Census have to do
with this? What do they do?

Mr. QuinpLeN. Sir, the Bureau of Census provides statistical re-
ports to the resource evaluation center at our classified location.
This is the center which will be the primary source of information
after an attack on the effects of enemy attack and the resources of the
country, particularly in terms of what is left.

Senator MaGNuson. Then you have Business and Defense Service
Administration. What does that do?

Mr. ?lfiNDLEN. Primarily it is a question of providing a field
person for each OCDM region for work with business and industry
on the question of preparation for emergency conditions.

Senator MaeNuson. To go into a plant, for instance?

Mr. QuinpLEN. Yes, sir, and working with the State civil defense
director in his relationships with business and industry within his
State.

Senator Maanuson. Do you have one in each State?

Mr. QuinpLeN. No, sir. There will be one of the BDSA repre-
sentatives in each region. There are eight throughout the country.

Senator Maanuson. Eight regions?

Mr. QuinpLEN. Yes, sir.

Senator MacNuson. And the Maritime Administration. I think
the committee can understand that. Of course that function is
directly important.

Mr. QuinpLEN. Yes, sir.

Senator MaaNusoN. And the Weather Bureau also.

Mr. QuiNDpLEN. Yes, sir.

FEDERAL AVIATION AGENCY

Senator MaaNuson. Now you have Federal Aviation Agency. We
will put that statement in in full. T think we can understand the
importance of that.
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Heavrn, EpucaTioN, aAND WELFARE

Then the Department of Health, Education, and Welfare. They
have 237,000. Is there an increase in that particular item?

Mr. QuinpLeEN. Yes, sir. There is an increase of $910,000 in
HEW to provide particularly for

Senator Magnuson. By that I mean an increase over last year’s
budget?

Mr. QuinpLen. Yes, sir. Dr. Porterfield is here.

Senator Maexvsox. Do they work with the schools?

Mr. QuinpLen. Yes, sir. The Office of Education works with the
State departments of education and with the schools.

There is an item in here for stockpile management—the medical
stockpile has been delegated to the Department of Health, Education,
and Welfare. Emergency health training is included. There is an
increase of $160,000. Assignment of medical officers to HEW regional
offices for medical planning is specifically included.

Senator Maeyuson. Now we come to housing and home finance.

Foon axp DRrRuG ACTIVITIES

Senator Avrorr. May I interrupt there?

Here on page 6 of the statement of HEW, we come right down to
research program designed to determine the vulnerability of wholesale
packages of foods and druegs to biological agents introduced during
overt and covert enemy attacks and the development of simple de-
contamination procedures. So we get down to the end of the para-
graph and it says “as a result of chemical, biological or nuclear

attack.” So we are going right back over the same road we were
discussing a while ago.

Mr. Ernis. Perhaps we should have Dr. Porterfield from HEW say
a word on this.

Dr. PorrerriELp. Senator, I am Dr. Porterfield.

You brought attention to the item in HEW delegation that has to
do with food and drug activities in the research on the packaging and
its effect in protection against biological, chemical, and radiological
warfare, Mr. Shelby Grey is here from the Food and Drug Adminis-
tration. He has been supervising this work and can explain this.

Mr, Grey. Mr. Chairman, I am Shelby Grey from the Food and
Drug Administration.

The difference, Mr. Chairman, between the work the Food and
Drug Administration does in this particular field, as compared with
Agriculture, is that our work is involved in packaged foods and drugs
to determine their vulnerability to the possibility of a contaminating
agent being used in our food and drugs, introduced either overtly or
covertly. And the purpose of this type of work is to determine the
types of agents that the enemy might use, their penetration, their
persistence, decontamination procedures of the foods that will reside
in a warehouse or in transit, or in the manufacturing establishment as
distinguished from crops and animals in the field.

Senator Magnuson. What do you mean, enemy agent going in and
opening up the cans?

Mr. Grey. Well, several vears ago the Food and Drug Administra-
tion thought this was an important enough area that we appointed
an advisory committee composed of outstanding technologists in the
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country operating under the chairmanship of Dr. Roy Newton, with
Swift & Co. at that time, and as a result of the study made by this
committee we found for all practical purposes the food manufacturing
industry is pretty open to the possibility of sabotage by an enemy
agent using our food as the weapon rather than bombs and bullets.
So this research is a direct recommendation of that committee, and it
is designed to determine the ways by which any saboteur might enter
our food establishment plants, our distribution channels, our ware-
houses and covertly introduce biological or chemical agents into our
food supply, using the food as the weapon. And this research is to
determine the types of agents that might be used, their persistence in
the food, their penetration, and decontamination procedures to render
that food acceptable in time of emergency for use.

Senator Magnuson. How many people do you have doing that now?

Mr. Grey. Two.

Senator MaaNuson. Two?

Mr. Grey. Yes, sir.

Senator Maaxuson. Have they found out how to do it?

Mzr. GrEy. Well, they are making progress on it. It is a rather
sizable task for two baecteriologists to determine that.

Senator MaGNusoN. They are working mostly with the FBI, I
suppose?

Mr. Grey. No, sir; we are working more closely with Fort Detrick,
Army Chemical Service. We work of course, with the FBI which——

Senator Maconuson. I was going to say, this is a question of a person
going in and doing something in, say, a packaging plant?

Mr. Grey. Yes, sir.

Senator Maenuson. Well, do you need to have any research on
that? You just keep them out.

Mr. Grey. No, sir; we do not need research on that. We need
research on the type of agent he might use.

Senator MaacyusoN. You know the type of agent he might use.

Mr. Grey. We know some of them, ves, but we do not know all of
the routes by which he might introduce them. We do not know their
persistence, we do not know all of the decontamination that we need
to know.

Housing Anp Home Finaxce

Senator Maanuson. All right. Now Housing and Home Finance.
Did the House cut you there? Who ecan speak there?

Mr. Erris. The House cut $140,000, sir.

Mzr. QuinprLeN. It would have to be a reduction. There was not
a specific cut, Senator. There would have to be a reduction in the
additional amounts requested by Housing and Home Finance, which
was to add four field people, additional field people, to assist our
OCDM regional offices and to complete eight Housing and Home
Finance representatives for the eight regional offices.

Senator Macyuson, What are they going to find out?

Mr. QuinpLeN. They are responsible to our regional offices for
planning for emergency housing of people after an attack, to work
with the State civil defense director, with the different departments
in State government, so that plans for emergency housing would be
ready,

Senator MaayusoN. How long does it take them to make those
plans? Why is this a continuing thing after they are once made?
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Now you go into a given area and know right away what plans vou can
have for emergency housing. Why do you have to have someone

Mr. QuinpLeN. Sir, in a small area this takes a relatively small
time, but these people have not yet been assigned to do this job. This
planning has not been done. The Housing and Home Finance people
have not yet been assigned. The request is to provide four people
to fill these jobs.

Senator Mae~xuson. Well I am going to recommend to cut them
out. Because our local people know exactly where they can put
people if something happens. The Chief of the Fire Department
knows that. I do not know why they have to have a permanent job
for a man to sit there.

FEDERAL PLANNING

Mr. QuinprLEN. Sir, the local people know present day housing
problems, but if the housing is destroyed, there needs to be some
Federal planning to provide housing.

Senator MaeyNusoN. You have a plan. We have a Federal plan.
We have been giving them money for 10 years for a plan down at
Housing and Home Finance. 1 do not know why a man has to sit
in an office with the plan all made out. What does he do 10 months
out of the year?

Mr. QuinpLeN. Sir, I cannot speak in detail to this job.

Senator Maanuson, I know it is not yours. Here you have a
dﬂ]]iﬂ.ﬁ:(' assessment I'l‘pl'(‘.ﬁ(’]llll[i\_(‘.

Mr. QuinpLEN. Yes, sir. Now, this is the person assigned as the
expert on housing to the national resource evaluation center which is
responsible for being able to analyze now, based on planning, after
an attack, the housing situation throughout the country. This is
one man who contributes full time to a national resource evaluation
center, the only place in the United States where today, on a planning
basis, or in an emergency, the specific effects of an attack can be
measured.

Senator ALLorr. There is a duplication of exactly what your
State organizations are doing anyway?

Mr. QuinprLen. No, sir. This is the national function of analyzing
the national effects of an attack,

Senator Maenuson. What does he do before the attack happens,
just sit there?

Mr. QuinpLen. No, sir. He is employed full time at the center
in connection with studies of the effect of various attacks and the
plans necessary to meet, them,

Senator MaGgnusoN. No, he is assessing the damage. This is
after the damage happens.

SBTUDIES OF POSSIBLE DAMAGE

Mr. QuinpLEN. Sir, there are day-to-day studies of the damage
which might take place under various attacks. There are planning
studies going on right now as to what the effects of an attack, for
example, might be in 1965, what it might be the next year, what the
increasing—

Senator Magnuson. What effects?

71036—61——4
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Mr. QuinpLen. The effects on housing, the effects on people, the
effects on medical supplies.

Senator Maenuson. We know, I think we know, what the effects
will be. It depends on how big and where it hits. So we bave done
that.

Mr. QuinprLeN. But, sir, this is not a static thing. Because of the
nature of the defense, and the nature of the offense, this is a changing
thing.

Senator Maegyuson. Then he is going to have to know much more
about it than we do up here.

Mr. QuinpLeN. Certainly certain assumptions have to be made.

Senator Maenuson. I mean the nature of the offense. We do not
know vet the nature of the offense. How can he plan?

Mr. QuinpLen. Based on the intelligence estimates which are pro-
vided to the National Resource Evaluation Center. There are esti-
mates of these things made.

Senator Maenuson. Well, I think the county assessor would know
what the damage evaluation will be quicker than he would.

Mr. QuinpLeN. Sir, there is no better——

Senator Macgnuson. You have one man for emergency housing and
we l"l(lQI'Stﬂ,n{l lllﬂ,lﬂ

Mr. QuinpLexn. Yes, sir.

Senator Macyuson. Now you have a man who is going to provide
field training for damage assessment specialists.

Mr. QuinpLeN. Yes, sir.

Senator Macnusox. For the Government?

Mr. QuinprexN. For the Government, yes, sir.

Senator MaagNusoN. We know what the value of our property is,
and when something happens we know bow much it is damaged.

Mr. QuinpLEN. Sir, one of the major problems if an attack came
today would be trying to determine on a national basis what has hap-
pened—what specifically has happened. First of all, there is the
question of setting up the provision for reports to come in from all
over the country. The question of assessing by computer methods
what the effect of a specific attack has been in terms of the medical
industry, for example. Has 80 percent of it been destroyed or has
20 percent been destroyed? It makes a big difference in the actions
which the Federal Government will take.

Senator MagNuson. I will tell you, I think Associated Press and
the United Press International will tell you that faster than this man,
what was destroyed and what was not.

Mr. QuinpLeN. Sir, they might know that a weapon detonated in
some general area, but the specific effects they will not know.

Senator MaeNuson. What is this man’s name?

Mr. QuinpLeN., The HHFA man?

Senator MaaNuson. Yes.

Mr. QuinpLeN. Do you happen to know, Mr. Gallagher?

Mr. Gerarp Ganracaer. 1 do not have his name; no, sir.

Senator Maanuson. Well, they will be up here this week sometime
and we will ask him what he does.

DEPARTMENT OF THE INTERIOR

Now, you have Department of the Interior here. They have 40
people. Were they cut by the House?
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Mr. QuinpLeN. Sir, these were not specific cuts. That is, it was a
total cut.

Senator MaaNuson. The House cut was overall?

Mr. QuinprLen. Yes, sir. And these decreases are based on ap-
proximately the present year’'s-

Senator MaeNuson. Now, the responsibilities you have assigned
to the Department of the Interior include the problem of electric
power, petroleum and gas, solid fuels, metals and minerals, and so on
and so forth, and the production and processing of fishery products?

Mr. QuinpLEN. Yes, sir.

Senator Maagxuson. Now I thought the Food and Drug depart-
ment was in there, and Interior is in the act, too.

Mr. QuinpLeEN. Senator, in this emergency planning we take Gov-
ernment organization structure as we find it and there are, of course,
many funetions spread throughout the Government on all of these
various subjects.

Senator Maaxuson. I ean understand the importance of this, but
it seems to me a man could go down and do this job and it would be
done. Bonneville Power, for instance, knows exactly what they
can do in an emergency. Southeastern Power Administration knows
what they can do. The private power people hire the association
and they know what they can do or what they cannot do. Why do
we have to have a man, and what does he do after he decides it?

Mr. QuinpLeN. Sir, there will be a time, if we get these people on
the roll to do the job which needs to be done. Many of them have
not been on the rolls yet. Someday the job certainly will be a normal,
regular part of Government activity. It is not now. The electric
power industry is not prepared to meet the effects of an attack, nor
the oil industry, nor the gas industry. And it is our purpose through
the Government, departments which normally do busimess with them
to get them prepared. And that is why this

PROBLEM OF INTERESTING INDUSTRY

Senator MaaynusoN. | can understand someone down at Interior
making an evaluation of, say, the electric power potential for assess-
ment of the program in case of emergency. However, once he has
done that, I do not know why you have to have a full-time man
sitting there.

Mr. QuinpLeN. Sir, there has to be the selling of this

Senator Macnuson. He can take 1 afternoon a month and bring
it up to date?

Mr. QuinpLen. But there has to be the program of selling to the
industry the preparedness measures which are necessary for that
industry to meet to the best exfent an emergency situation.

Senator MaenusoN. How does he sell? What does he do, take
a trip with the head of City Service or something, and have lunch
with the president, and talk about it?

Mr. QuinprLeN. Sir, he develops manuals and training materials;
he holds conferences; he advises our OCDM regional offices on their
planning with industry in the regions.

Senator Avrorr. How can a man do this? Let’s be practical.
Take Bonneville. What you do is going to depend entirely upon
what damage is done to Bonneville at the time, and there is no one
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who ecan preplan that better than the people who are presently in
charge of Bonneville.

Senator Magyuson. Right.

Senator Arrorr. And the same thing will be applicable to Glen
Canyon. I know the electrical system in my own State pretty well,
both public and private, and I do not know of anyone who can do it.
And 1t is going to depend entirely on what they do at that time.
For example, if you get a disruption of the CIG gaslines coming into
Colorado, it is going to take specific things to repair those, and I do
not know of anyone who is better qualified than CIG.

Mr. Quinpren. No, sir, but at the same time you have the same
situation happening in every State. There is a Federal responsi-
bility; the need for a Federal plan; for Federal advice as to what is
done nationally.

Senator Aurnorr. How can there be a Federal plan when you do not
know whether you are going to get a br l‘lll\lll"’ of & 6-inch gasline here
or the disruption of five 20-inch gaslines?

Mr. QuinpLeN. Sir, you have to be 10.1:])‘ for a broad range of
circumstances. The alternative is that you cannot do specific
planning.

Senator Maenxuson. But this man, \\Inu-n- he is, he can have
that plan there and get it done, I would say, 1 day a week. Why do
vou have to have a full-time man for this?

Mr. QuinpLeN. Sir, I cannot testify to the details of this job.

Senator Macyuson. All right, we will go on and won’t belabor this
point.

].\'TERHTATI’} (‘:U.\L\{I‘ZIH.'}J (:l)}l)[[ﬁbl(}x

You have Interstate Commerce Commission. That is one the
committee can understand because transportation is something that
has to be looked at every month, as to the new lines, the new methods
of transportation, the new number of trucks, the new highways, and
evervthing else. But even there thev have had someone down there
working a long time. I asked them the other day what the plan was,
and it was just the same as 5 years ago. I do not know what he has
been doing for 5 vears. Now, if he is working, doing some other work
and he just (l(_l(‘h this also, that is one thing and I can understand that.

DEPARTMENT OF LABOR

Then we have the Department of Labor, and we will put that in
the record in full.

SmaLL BusiNEss ADMINISTRATION

Now, what does the Small Business Administrator do?

Mr. QuinpLen, There is one position provided there which is the
Small Business representative to the National Resource Evaluation
Center. Each principal agency which is concerned with a given area
of resource or a given area of statistics (as the Small Business Ad-
ministrator is with respect to small business) has a representative at
the National Resource Evaluation Center. This is true also of the
Veterans’ Administration and of the Post Office.

Senator Macgyuson. The Post Office has representation there?

Mr. Quinpren. At the National Resource Evaluation Center; yes,
S]]'.
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Senator Maayuson., What does he do, the small businessman,
specifically?

Mr. QuinpLeEN. Sir, he participates as a member of this resource
evaluation stafl at the center, represents the Small Business Adminis-
trator and provides the up-to-date data regarding small business and
the effect of an attack on small business. Sir, this is a way of provid-
ing a stafl at this National Resource Evaluation Center which has
knowledge of the various activities of Government. The staff could
be from one segment. As a matter of fact, we felt we got a better
cross section of Government agencies by having each agency furnish
a representative there,

FUNCTION OF PERSONNEL IN SMALL BUSINESS

Senator Maanuson. What do these people do? You can figure
out in 5 minutes the effects of an attack on small business,

Mr. QuinprEN. Sir, he participates also as a member of the re-
source evaluation staff for many different purposes, in assessing
damage, both before and after an attack—the planning concerning
the extent of damage in the United States goes on from day to day
at this center. They have continuing studies going on regarding the
effects of various attacks. The military, for example, will run a series
of attacks under given circumstances of offense and defense. These
people will participate in this attack in terms of how would the Nation
stand after this particular attack. There are special studies done for
the National Security Counecil. There are special studies done for the
Department of Defense, and special studies done for OCDM.,

Senator Maenusox. Well 1 still do not know what small business
has to do with it. The Department of Commerce is going to evaluate
the economy of this thing. What is small business, which is a loan
agency, going to do?

Mr. QuinpLen. Sir, they are the principal experts in the Govern-
ment on the number of small businesses and whete they are.

Senator Magnuson. You have all of those figures. You do not
have to have a man up there 12 months out of the year for that.

Mr. QuinpLeEN. We could have this man provided, say, by OCDM,
or by some other agency. We felt it was better to have a man who
had some specific additional experience to bring to the center, and
this was a man from the Small Business Administration.

RESOURCE EVALUATION CENTER

Mr. Gerarp GarvacaiEr. May I speak to that for a minute?

Mr. QuinpreEN. Yes, sir.

Mr. Gerarp GArnpaGHER. This Resource Evaluation Center, Sena-
tor, comes under the Research Department which I head. It is built
around a large computer. The computer has the capacity for esti-
mating quickly the damage to all kinds of resources in this country.
The resources arve identified by kind, size, what they do, their geo-
graphical locations. Against this pattern of resources we run different
kinds of attack in war games. On the basis of intelligence we assume
different kinds of attacks over a period of years, and we determine
what damage results to various resources. So the representative of
Small Business brings his resource data in there and participates in
these analyses, as Mr. Quindlen was saying.
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Senator MaaNusoN. Does he do that 12 months out of the year?

Mr. Gerarp Garragaer. This is a continuous process; yes, sir.

Senator Maagnuson. What does he do?

Mr. GEraLD GALLAGHER. Resource data development and up-
dating. Things change.

Senator MaGyusoNn. Off the record.

(Discussion off the record.)

Mr. GeEraLp GarracaeEr. The important thing is the data has to
be put in a certain form to be used in this computer system.

Senator MaaNusoN. He has done that and his job is through.
What does he do the rest of the time?

Mr. Gerarp GarracueRr. I say, the data is changing. We have
not yet caught up with the full array of data we ought to have.

Senator Maenuson. What data could he get from Small Business
except the amount of loans they make on a given day?

Mr. GeraLp GarnvagaER. No, sir; this has to do with the number
of small plants, the kinds of products they produce, the number

Senator Maanuson. We know where they are.

Mr. GeraLp GarLracaer., He knows where they are.

Senator MaeNusoN. The Department of Commerce is given
thousands of dollars to find that out.

Mr. GEraLD GartAGHER. He knows where they are and brings
these things into our library there, our computer library.

Senator MaGgNuson. All right, he has done that. How long does
that take?

Mr. Geranp Garragaer. Well, he does this on a continuing basis.
He also participates

Senator Macnuson. He brings one down a day, the new one that
has sprung up?

ANALYSIS OF RESULTS OF ATTACK ON RESOURCES

Mr. GEraLD GavnagHEr. Well, it does not happen that often.
We do not keep our records that currently. But he is responsible
for having the resource data up to date. He is responsible for analyz-
ing the results of attack on these resources.

Senator MacNvuson. But you can have a man down here at Small
Business send you that by mail every week.

Mr. GEraLp GALracHER. No, he has to participate. He has to
participate in the team effort. There are 18 agencies who have people
out there doing the same sort of thing.

Senator MaGNuson. Evaluating small business in case of attack
He can find all that information down at the Department of Com-
merce. You can get it by phone. It does not change very much.

Mr. GeraLp GantaGHER. The facility, a particular facility, has to
be identified by coordinates, actual location, so that the effect of a
bomb on that particular location can be assessed.

Senator MaGgNuson. But we know all that. It does not take but
one afternoon a week to figure that out. The point is, what do these
men do 7 days a week, or 6 days a week, or 5 days a week?

Mr. GErALD GaALLAGHER. I can assure you, sir, that they are fully
occupied with this continuing program.

Senator ELLENDER. I guess the Army feeds them circumstances
under which certain work must be done, and they have to go through
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certain processes depending on whether a big bomb is dropped or a
small bomb is dropped. We have the same thing for the defense.
We have today in the armed services a team that attacks, and
another defense, and everything is built around what they say.
That is why this thing is bogged down and that is why we are spending
80 much money.

Senator MaeyNuson. And there can only be so many “X” number
of possible attacks. You ought to be through with those in 30 days.

DIFFICULTY OF ANALYSIS

Mr. GeraLp GarLaGrER. These analyses, Senator, are complicated
because of the complexity of our national economy. For example,
the small business people have to do with welding rod manufacturing,
we will say.

Senator Maeyuson. What?

Mr. Gerarp GarracuHer. They have to do with welding rod
manufacturing. Welding rods are generally a small business
production.

Senator Maayuson. I can tell you in 2 minutes where all the
welding rod factories are in the United States and the possibility for
the next 2 years as to whether some are going to quit, or whether a
new one is going to come in. I can get all that information for you
in 5 minutes. Now what does he do the rest of the time?

Mr. GEraLp GarracHeER. Having the information at hand, as we
say, he participates.

Senator Maanuson. He sits and thinks about it?

Mr. GeraLp GarraGHER. No, he participates.

Senator Maaxuson. He pushes it in the machine.

Mr. GeraLp GarLacHer. And he advises on what will be necessary
to restore production. Welding rods might be a very important part
of a reconstruction program—postattack. So these are all part of
coordinated complicated ——

Senator Macyxuson. Well, T do not think they are one-tenth as
complicated as you people make them. I can see the importance of
having this information, but 1 do not think this should be a full-time
job for someone in Small Business, which primarily was set up by
Congress to make loans. He ought to have a representative of the
Federal Reserve Bank up there.

PARTICIPANTS IN ANALYSIS

Mr. GEraLp GALLAGHER. As a matter of faet, we do, sir.
[Laughter.]

There are 18 agencies participating in this analytical work, and all
of them, I think, agree that it is very important to do.

Senator Maenuson. Where do they meet?

Mr. GeraLp GannacHER. They are located at our classified loca-
tion at this National Resource Evaluation Center.

Senator Maanuson. That is near here, isn’t it?

Mr. GeraLD GALLAGHER. 1t is about 70 miles from here.

Senator MaeNuson. Yes. They live in Washington?

Mr. GeraLp GaLLAGHER. Some of them live out there, some of
them live in Virginia and drive out there.
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Senator Magyxuson. That Small Business man, if he lives out there,
there is a lot of opportunity to make loans in that area. I think this
1s preposterous, to have someone sitting there with information that
you can get in any given afternoon and bring it up to date any time
you want to.

All right, let’s go down to page 10.

Mr. Evris. I wonder if we could just pick one of these men out?

Senator Maayuson. We will get them up here and see what they do.

Mr. Enuts. Let’s get this one man in here and see what he does,
this man from Small Business. T think it would be very interesting.

Senator Maanuson. Off the record.

(Discussion off the record.)

(See additional letters on p. 82.)

EMErGENCY SurPLiBEs AND EqQuipMENT

Senator Maaxuson. All right; No. 3 is “Emergency supplies and
equipment.” The House committee deleted half of the money re-
quested for the resumption of procurement of medical supplies for
the civil defense stockpile and reduced the other items to the 1961
level.

And your request is that you cover the procurement of 1,000 addi-
tional 200-bed civil defense emergency hospitals for prepositioning in
local communities throughout the Nation for emergency use. It also
requested radiological detection and monitoring instruments to pro-
vide one set for each of the 100,000 monitoring stations which will be
established by June 30, 1963. The entire request is essential to
orderly progress in a balanced national program.

Crivin Derense EmeErcExcy HospiTars

Now, let’s take the 1,000 additional 200-bed civil defense emergency
hospitals. These are the mobile units, aren’t they?

Mr. Erris. Yes,sir.  We have about 2,000 today, the bulk of which
are distributed throughout the States to be immediately available
for emergency use. The requirements have been studied with
DHEW and with other agencies of the Government. And I have
looked into this pretty carefully and studied these hospitals. They
have to be upgraded in certain instances since some of the material
and equipment is slightly deteriorating. However, I think they are
the most important things you have in this progeam.

Senator MaeNuson. And we have 2,000 now?

Mr. Euuis. Yes, sir; 1,932 to be exact.

Senator MaaNuson. And this would make a total of 3,000?

Mr. Erus. About 3,000, sir. It will give us a better dispersal in
the States throughout the Nation.

ADDITIONAL AMOUNT NEEDED

Senator MaaNuson. How much additional would that aceount for?

Mr. Evuis. Well, broken down, it would be $12,400,000 added to
the House allowance.

Senator MaeNuson. $12,400,000 additional?

Mr. Evuis. Yes, sir.

Senator MaaNusoN. That is included in the emergency supplies
anr.ll equipment, where the House cut you off at $14,400,000; is that
right?




INDEPENDENT OFFICES APPROPRIATIONS, 19062 55

Mr. Evuis. Yes, sir.

Senator MaGNusoN. And that is the biggest item in the request
for restoration, the $14 million?

Mr. Evuis. Yes, sir; that is correct.

Senator ELLexper. What is being done with these 2,000 beds you
now have? Are they being used by the hospitals?

Mr. Eruis. No, sir; they are stored.

Senator MacNusoN. You say they are deteriorating?

Mr. Evuis. To some extent. Because the medical supplies are
stored with them, and the anesthesia is stored with them and all sorts
of allied things that we need and use in establishing an immediate
hospital facility. And there is a certain amount of deterioration in
some of those items.

Senator ELLexper. Where are those 2,000 hospitals stored?

Mr. Evruis. They will be prepositioned at various spots.

Senator ELLENDER. But I say, in various parts of the country?

Mr. Evuis. Yes, sir.

Senator Enuexper. They are not connected with any hospital that
is now in operation?

Mr. Eruis. Yes; that is correct.

Senator Maanuson, They might be.

Senator ErLenper. That is why I am saying, are they being used?

Mr. Erus. No, sir; they are not being used. If they were being
used, they would deteriorate completely, and we want to them ready
for any emergency that might take place. But, Senator, they are
very important. Where each hospital is located detailed plans have
been made out as to who is going to staff it, how it is going to be
set up, and where it is going to be set up and all that detail. And
we have them right there for immediate setup.

EXPANSION OF PROGRAM

Senator MaanusoN. When we started the program we envisioned
that the mobile unit would be such that you could go into a school
house or an auditorium and set up a 200-bed emergency hospital
very quickly.

Mzr. Evruis. Right.

Senator MaexusoNn. And this is why we started the program. Of
course, they have to be up dated every once in a while, equipmentwise
and everything else.

Mr. Ervis. That is right, sir.

Senator MaanusoN. And now we have reached a point where we
have 2,000, and we would like to have 3,000.

Mr. Evuis. That is correct. sir. It will give us better distribution.

Senator MacNusoN. And some of them are located in hospitals
where they could be used for additions there, or taken out across
the street to a public building, or something of that kind?

Mr. Eruis. Or even set up under a tent.

DETERIORATION OF MEDICAL SBUPPLIES

Senator Arrorr. Mr. Chairman, on that, there have been some
stories recently about a lot of medical supplies deteriorating, having
to be discarded or abandoned.
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Do you have any information on that? There have been some
press stories on this.

Mr. Evuis. Yes.

Senator Anvorr. This is in relation to mediecal supplies.

Mr. HerreLringer. They are generally concerned with antibiotics.
Antibiotics have a life expectancy.

Senator AvLorr. Why couldn’t these antibiotics be turned over
before their life expectancy expires and used, and then replaced with
new antibioties?

Mr. Evuis. I would like Dr. Porterfield to answer that. It is
a pretty difficult thing to accomplish.

Dr. PorrerrieLp. With respect, sir, to the medical stockpile items
which have a definite shelf life, we try to package them and to main-
tain them under conditions which will give them the longest shelf
life that we can manage. In addition, we encourage the medical
suppliers, if we can, to provide rotation, as you just suggested, to
take out of the stockpile an item which is nearing the end of its life
but is still valuable, and to replace it with a brandnew item which has
a longer life. This is an extremely complicated problem, and we
have not been able to do it ac ross the board.

One of the reasons we cannot is that a number of these items become
obsolescent. What we bought in good faith before the end of its
shelf life has been replaced with a new model, with an improved
drug which has less side reactions, more therapeutic effect, and we
cannot then get anyone to use those items which we have stockpiled,
and many become obsolescent. This is a loss which we have to endure
in the nature of this operation.

DISPOSAL OF OBSOLESCENT ITEMS

Senator ArLorr. The suggestion has just been made—why couldn’t
they be used in charity !m‘n]nm]s When I think of all the medical
aid and all kinds of aid we are giving throughout the world, why
couldn’t these be used there? If you have an item that you know you
are going to have to take off the ‘shelf in 6 months, you are u-llmnlv
not losing much if you use it in charity hospitals, and you are cer-
tainly not losing much if you give it to our friends around the world.

Dr. PorrerrFierLp. 1 do not know that we are in a position to give
this away, sir.

Senator Arnorr. Well, we should be.

Senator Magxuson. Well do you think, Doctor, it would be
fairly good suggestion? If items were becoming obsolete, even if there
were a new drug to replace them, they are still good for someone some
place. Do you think it would be a good idea if we gave that author-
ity ?

Dr. PorrerrieLp. Yes, if we could find ways to utilize this mate-
rial as it nears the end of its usefulness to us. but still has usefulness
for someone else in a worse situation. This would create a larger
administrative problem, obviously, but it would be one that would be
very worthwhile.

Senator MacxusoN. Well the administrative problem of disposal
would not be any greate than the cost of the items?

Dr. Porrerrienp. It is to this degree, sir. For example, at the
present time we are asking for restoration of around $12 to $13
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million in our procurement for the medical stockpile at this time, an
appropriation for keeping track of this stockpile, where it is, what shape
it 1s in, changing items that have been outdated, and the rest. If we
lost our appropriation, we would have no one to do it.

Senator ]_\'I_-\!.'.\:I.‘rst_lx. I mean, we could act on that, and vou people
would welcome, as I understand, the authority to do it if and when you
can, or where you ecan, let someone use these things?

Dr. PorrerrieLp. 1 think we could improve the situation, ves, sir.

Mr. Erus. [ think it would improve the situation in a lot of ways.

Broop Baxg

Senator Macnuvson. What about your blood bank now?

Mr. Erris. 1 do not understand your question, sir.

Dr. Porrerrierp. We do not have one at the present time. Much
of that old material has been reprocessed.

Senator Maayuson. Because we appropriated a great deal of money
to reconstitute plasma. Have you got it back in shape now?

Dr. Porrerrienp. Certain fractions of it, ves, sir.

Senator MaaxusoN. And there is nothing in here for that?

Dr. PorrerFieLp. No, sir,

Senator MacNuson. Just the regular, orderly contribution into the
bank?

Dr. PorrerrierLp. No, we do not even have that.

Senator MacNuson. You do not even have that in here?

Dr. PorreErrFierp. No, sir.

Senator Maanuson. But yvou have it reconstituted?

Dr. PorrervieLp. Yes, sir.

Rap1oLoGICAL MONITORING STATIONS

Senator ALrorr. Mr. Chairman, on this same paragraph I have one
other question of Mr. Ellis. This is on page 10. On these 100,000
monitoring stations which are to be established by 1963, and I remem-
ber a very good case was made for these in the original instance, how
far have we gotten with this program? Where are we today?

Mr. EvLis. We have these figures right here. It is a good question,
Senator, and we are making good progress on establishing these
stations.

Senator Avrorr. My recollection is that we started that 2 years ago.

Mr. Evris. T might say I consider this a very important item in the
program-—monitoring of radioactive fallout,

Senator Avrorr. In the event of any kind of a nuclear attack. it
seems to me this is the key to saving an awful lot of lives.

Mr. Ernis. Let’s see now. On June 30, 1961, there will be 25,000
stations established. By June 30, 1962, 52,000. By December 31,
1963, the total will be 100,000, the objective set for the program.

Senator ALLorr. Now is the limitation on that at the present time
still the facilities of production?

Mr. Ervuis. I understand it is not a question of production capacity,
but a question of money for instruments. That is the basis of progress
on this program. If we have the money we could buy them all in 1
Year.

Senator ALLort. T am not trying to trap you, but suppose we had
an all-out pretty general nuclear attack. The saving of lives would
depend upon this more than any other single item vou could name?
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Mr. Evnis. Yes, sir.

Senator Arvrorr. Why isn’t it important to move faster with this?

Mr. Evuis. Well I think it is important. I can agree, and 1 would
like to see it expedited. I frankly believe that our communications
system, as it is established over the Nation today, is substantially
capable of reporting in to central locations, classified centers, to
Battle Creek and other areas, as to the radioactive fallout situation.
We ought to have monitoring stations in every area in this Nation
so we could know just exactly where we could move in, what we could
move in, what food supplies we could move in, without risking con-
tamination. I think this is very important.

Senator AuLorr. What is the cost per unit of these things?

Cost PEr UnIT

Senator Maagxuson. I have them here. The low-range survey
meter is $36, and the medium-range survey meter is $38, and the high
is $31. Then the dosimeter, that is the radiological one, two of them
run $10 or $15 total.

Mr. Evurs. The kit runs about $100.

Senator Maevuson. Do you have to have all of these in one place?

Mr. Enuis. No, you do not. The dosimeters you mentioned there,
consists of a little pencillike package, and it requires a battery
charger. You have to charge it every now and then to bring the
pointers back to zero for another reading.

Senator Mae~uson. But the amount in this budget would provide
approximately 48,000.

My, Evvis. It would be very helpful if this quantity could be in-
creased. For example, the manufacturer for the citizens’ monitoring
instrument kit came to see me the other day. Unless we can work
out some way to increase the quantity of orders, they are not going
to be able to continue mass production, thereby maintaining the price
at its present level. I think 1t is a matter of bargaining with them, too.

Senator Arrorr. This is the question I asked you just a few
minutes ago and someone said there was not a limitation on this.
Now this 18 a practical production limitation, isn’t it?

Mr. Evuis. Yes, it might be developing into a production problem
of cost with respect to these citizens instruments purchased by States
and individuals. However, sufficient production capacity exists for
the instruments for monitoring stations to be procured with the funds
in this budget. I think the manufacturers are highly reputable
concerns trying to do what they can to help the country and in
addition to make a little money themselves. I would like to see a
greater volume of instruments purchased this year in order to reduce
the prices.

Senator Arrorr. How much money do you recommend?

DOUBLING OF FUNDS RECOMMENDED

Mr. Enus. Sir, T would recommend double what we have called
for in this appropriation. I would like to see it doubled.

Senator Arrorr. What do we have in this appropriation?

Senator Maenuson. $5,615,000.

Mr. Evuis. I would like to see it doubled. Then we can save the
Government a great deal of money because of volume production.
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Senator MagyNusox. Well when you make that recommendation,
advisers, the experts on this down there, tell you there is no question
but that we are going to ultimately need and want the 100,000?

Mr. Eruis. Yes, sir, that is correct.

Senator Maeyuson. So that there would not be any change in our
program, that objective?

Mr. Eruis. No, sir.  We would simply be accelerating the program.

Senator MaaxUson. We might just as well go ahead and get “them
as fast as we can.

Mr. Eruis. Thank you, sir. I think it is a very wise thing to do.

Senator MaGNusoN. As long as we know this is what we are going
to do.

Mr. Evrris. Yes, sir.

RESEARCH AND DEVELOPMENT

Senator Macnuson. All right, research and development. The
House committee allowance of $1.5 million represents a 67-percent
cut in this appropriation. All funds for surveying and identifying
the fallout shelter space afforded by existing structures and for
improving shelter features in architect-engineer design have been
denied. The on-going research programs to obtain knowledge
needed for effective civil defense planning would have to be sharply
curtailed. Full restoration is urged.

In that particular case the restoration is $3 million. You recom-
mended $4,500,000 and the House gave you $1,500,000. What does
the $3 million that was cut represent of what you planned to do to
the extent of $4,500,000? If the Senate follows the House what
would be cut out, or what wouldn’t you do?

Mr. Evvis. Mr. Gallagher can probably best handle this.

EFFECT OF RETAINING HOUSE CUT

Mr. GarvacHER. The things that would be eut out clearly, Mr,
Chairman, would be the $500,000 for surveying and identifying exist-
ing fallout shelter space and $150,000 for architect-engineer design,
improvement of designs of various kinds as well as grants to schools
of architecture, and the $1,500,000 would require sharp curtailment
of some plans for expansion that we have in the contract research field.

As a matter of fact, on-going research at this time, arrangements
with existing research organizations, totals almost $1,500,000 itself
apart from other work that we would like to do. I might say that
in_the President’s message to the Congress recently, where he was
talking about an expansion of funding for civil defvnqe the funding
would include a substantial increase for research, and I think it is
overdue. When we talk about the provision of fallout shelter and
protection for the people of this country, no matter who pays the bill,
we are talking about a very substantial investment of money, whether
it is a private investment or a public investment. And I think that
the logic and the argument for spending for research to make sure
that that cost is as low as it can be, that the work is done as effectively
as possible, that designs of shelters are as good as they can be, warrants
a substantial increase in research funding. I view the increase that
we have asked for research contractual work here as being quite modest
in the light of that argument.
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PLANS FOR BROADENING RESEARCH

The military departments, for example, I might say, when they talk
about a weapons system, immediately allocate a substantial amount
of money for research, maybe 5 percent of the estimated cost of the
system, We are not asking for anything like that. But this is a
basic argument for an enlargement, sir, and we have plans for enlarge-
ment, for broadening our research base. The problems that we
address ourselves to are many and complicated. They hit into all
parts of the life of the people, the protection of the people, the recon-
stitution of the economy after attack. Thisis the basis for the request
for enlargement.

Senator MaeNusoN. We have been conducting some research for
years on fallout shelters. The plans for public buildings are pretty
well known, aren’t they, what you can do in a public building, new
or old, and the type of thing you want to do?

But we have been conducting research for many years on fallout
shelters, I say, for the homeowner, or the private individual. Let’s
leave out large buildings. Don’'t we just about know what we can
do there? Do we have to have more research on that?

Mr. Gartacaer. We know a great deal more than we did 3 years
ago. The art was very crude in those days. We have done original
investigation with the aid of other Government agencies and private

contractors, the Bureau of Standards and others, “and over time the

estimates of cost for providing protection in a pmtu.u]all structure
have been sharply reduced. The estimate now would be about one-
third of the estimate of 3 years ago.

Senator Maanvson. The cost. 1 understand that.

Mr. GavragrER., That is right.

Senator Magnuson. But I mean, we know what we want to do.

Mr. Garvacaer. Well, we have made great strides. And I might
say that the research that we have done will make it possible for the
military department, if this is the way this thing goes, to go ahead
with an effective survey program.

Senator Maenuson. | was thinking in terms of architectural
research. Isn’t it pretty well settled as to the types of fallout?
We do not need to do much more about that. Our problem is to
get it done now.

Mr. GeEraLp GarracaeEr. We must do more, sir. We have done
a great deal of work in the field of fallout gamma radiation, That
is a particular kind of radiation. We do not know nearly enough
about direct radiation, about neutrons and other direct radiation
effects of weapons.

Senator Magnuvson. Then 1 suppose there 18 always needed re-
search to get the cost down, using new materials and things of that
kind.

Mr. GeraLp Garracaer. This is a very important feature; yes, sir.

Senator Maa~xuvson. To get the cost down within the reach of an
ordinary person.

Mr. GEraLp GannacHER. Right.

Liatson Wrre FHA

Senator Mae~xusox. Do you have any linison with the FHA for
loans for repairs, moderation of homes for fallout shelters?
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Mr. Gerarp GarracaeEr. Well someone else could speak to this
more specifically. Title 1 of the FHA authority does permit that.

Senator Macenuson. Allows that?

Mr. GeraLp GALLAGHER. Yes, sir.

Mr. Evuis. And in conformity with the President’s message to the
state of the Union, it would be hoped at some point that package
legislation, consolidated legislation, would be introduced in order to
stimulate the construction of shelters in any home or structure built
with Federal money. For instance, at some future date, in a home
costing over a certain amount, financed under FHA planning, it might
be mandatory to include a shelter in such a residence.

Senator Magnuson. Well I suppose that is a possibility.

Mr. Eruis. It has never been submitted to the Congress, but it
certainly is a possibility.

Senator MaGgNusoN. I would think that Congress would move
awfully slow on doing a thing like that, though. I am just speaking
for myself. However, I am thinking in terms of making the climate
such that there would be more encouragement to do it individually,
voluntarily, either in the way of loans, or longer terms, or low interest
rates, or something of that kind, or a combination.

Mr. Evuis. Or some tax incentive,

Senator MaeNusoN. You might encourage the States, and there
might be some tax depreciation mvolved which you could work out.

NeEw Yorrg Pran

Mr. Evuis. T was astonished to see the magnitude of the plan that
has been developed in the State of New York by Governor Rockefeller,
which was not resubmitted to his legislature after it failed of approval
about 2 years ago, which provides mandatory shelter construction
before a permit is granted to build any kind of residence. That is a
State matter.

Senator MacNuson. Last year we had some figures on Federal
buildings, and they are in the record, of the added cost with a fallout
shelter as against the cost without a fallout shelter. I think it ran
somewhere like 5 to 6 percent of the total cost of the building. But
whether that would be the same on a home or not I do not know.

But this is the sort of thing you are talking about when you are
talking about research and new materials and new things to use.

Mr. Eruis. And it is very important in other ways, too, Senator.
Because certain matters relating to national security affairs and
similar functions require research as well, and we are engaged in doing
some research in these fields that are very important to the country.
Therefore, I do not like to see this amount eliminated.

Senator Maanvson. Off the record.

(Discussion off the record.)

PREPARED STATEMENT

Senator MAGNusoN. All right, if there is nothing further you want
to add, we will put in the record your statement in full, and the state-
ments of the departments have already been inserted, and then we
have the one item of disaster relief yet, new disaster relief.

(The information referred to follows:)
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SraremENT oF THE Direcror, OFrice oF Civin anp DeErEnsE MosiLizaTioN

Mr. Chairman and members of the eommittee, I appreciate this opportunity
to appear before this committee to discuss the national programs for nonmilitary
defense. This hearing is particularly timely, coming as it does within a few davys
after the President expressed his views on this program in his address to the
Congress on May 25, 1961.

Upon my appointment to this position as Director of the Office of Civil and
Defense l\fobiﬁ?,ation. I was instructed by the President to join with the Director
of the Bureau of the Budget and the Secrefary of Defense in making a thorough
study of the organization and functions of nonmilitary defense. The intensive
investigations we have made during the course of this study has clearly brought
to light the appalling fact that civil defense efforts to date have been completely
inadequate and leave a shocking gap in our total national defense. As indicated
by the President, this administration plans to meet this problem head on. Pro-
posals will be submitted for the specific actions necessary to eliminate this vulner-
able link in the national defense posture.

The many intelligence studies and reports available for our review are unani-
mous in their conelusions that the ecivil defense expenditures of the Soviets out-
strip by many times the dollar volume of expenditures being applied by the
United States for this effort. Civil defense training is a mandatory requirement
in Russia and many public shelters are being built. Our national defenses are
built upon the historic American concept of massive capability for retaliation
but avoidance of aggressive action—striking the first blow. Therefore, Russia
does not need to harden its missile launching sites or take other protective meas-
ures to withstand the first blow. This places them further ahead of us with
respect to passive defense.

The dizzying pace of military technological developments in the last 15 vears
has been stunning and bewildering. Many of us have not kept abreast of the
awesome, devastating potential of offensive weapons. Certainly civil defense has
fallen behind and become an unwanted stepchild in our total national defense
planning. If we had been more candid with the people during past years, it is
probable that this problem would not exist today.

We still have time to prepare ourselves, but we eannot afford to lose another
moment. Three vital elements are essential to make America invulnerable to
attack.

{1) Superior offense.

(2) Superior defense (active and passive defense).

(3) Will to survive (eivil defense or passive defense).

If the offensive and defesnive power is equal, the will to survive becomes de-
cisive—that is to say that when the capability to *dish it out” is equal, then the
nlfllt-irmI best prepared to “take it”’ will win. The stronger civil defense may turn
the tide.

This brings home the cold, hard fact that a strong civil defense and mobiliza-
tion program is indispensable to national preparedness This cannot be attained
cheaply and certainly cannot be attained with a Federal effort at past minimum
levels. The President expressed this harsh inescapable conclusion to Congress
last month in his speech to which I have referred. It quote:

“One major element of the national security program which this Nation has
never squarely faced up to is eivil defense. This problem arises not from present
trends but from national inaction in which most of us have participated. In
the past decade we have intermittently considered a variety of programs, but we
have never adopted a consistent policy. Public considerations have been largely
characterized by apathy, indifference, and skepticism; while at the same time,
many of the civil defense plans have been so far reaching and unrealistic that they
have not gained essential support.

“This administration has been looking hard at exactly what civil defense ean
and eannot do. Tt eannot be obtained cheaply. It cannot give an assurance of
blast protection that will be proof against surprise attack or guaranteed against
obsolescence or destruction. And it cannot deter a nuclear attack.

“We will deter an enemy from making a nuclear attack only if our retaliatory
power is so strong and so invulnerable that he knows he would be destroyed by our
response. If we have that strength, civil defense is not needed to deter an attack.
If we should ever lack it, civil defense would not be an adequate substitute.

“But this deterrent concept assumes rational ecaleulations by rational men.
And the history of this planet, and particularly the history of the 20th century, is
sufficient to remind us of the possibilities of an irrational attack, a misealeulation,
an accidental war, or a war of esealation in which the stakes by each side gradually
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increase to the point of maximum danger which cannot be either foreseen or
deterred. It is on this basis that ecivil defense can be readily justifiable—as
insurance for the eivilian population in case of an enemy misealculation. It is
insurance we trust will never be needed—but insurance which we could never
forgive ourselves for forgoing in the event of catastrophe.

“Once the validity of this concept is recognized, there is no point in delaying
the initiation of a nationwide long-range program of identifying present fallout
shelter capacity and providing shelter in new and existing structures. Such a
program would protect millions of people against the hazards of radioactive fallout
in the event of a large-seale nuclear attack. Effective performanee of the entire
program not only requires new legislative authority and more funds, but also
sound organizational arrangements.’’

In view of my firm conviction that a much-inereased Federal program is needed
to overcome this obvious weakness in our total defense, I was deeply concerned
and disappointed by the House committee action in redueing our request for 1962
appropriations by some $25 million. I feel that it is esseptial that these budget
cuts be restored.

During my brief tenure in this position, I do not claim that I have found all the
answers or uncovered all the problems which must be faced. I do not even elaim
that the $104.2 million requested in the budget currently before Congress will
provide the resources needed to take positive steps toward overcoming all of the
tremendous problems in the nonmilitary defense field. I am convinced, however,
that every dollar of this request is needed to provide a sound launching platform
to build a program that will definitely complete our total Hefenses; back up the
President as he makes his awesome foreign policy decisions; and spark the will
of the American people to resist any rocket-rattling ultimatum.

We have given the committee line item changes and justifications we propose
to restore the cuts made by the House commitiee. Therefore, in this statement
I will merely summarize the important restorations requested for each appropria-
tion.

First, “Salaries and expenses”. We urge full restoration of the $5.5 million
reduction of the House commitiee and recommend that the restrictive language
imposing a ceiling of 303 civilian positions in the Washington, D.C., area be
eliminated. The House elimination of all increases requested for 1962 has the
effect of denying additional funds of $1.3 million for our communications and
warning programs and $3.7 million for our public information and education
programs. It also reduces our personnel staffing by 50 positions, most of which
must be eliminated in the Washington area. All of these increases represent
either full year costs of expenses incurred for only part of 1961 or an expansion of
current projects which have proven to be sound. The major item which has
been denied is the increase ui] $2.4 million for the adult education program on
weapons effects and countermeasures which the Office of Edueation is conducting
for OCDM. We feel that it is essential that this program be extended to 23
additional States and request restoration of funds for this purpose.

The action of the House committee in inserting appropriation language placing
an arbitrary ceiling on employment in the Washington, D.C., area is completely
unacceptable. The President is eurrently studying the functions of nonmilitary
defense with a view to reassigning them to the various departments of the Federal
Government, thereby assuring that essential protective measures are carried out
in the most economical and effective manner. He has indicated that the shelter
program will be assigned to the Secretary of Defense. It is possible that other
assignments may be made to other Federal agencies at the seat of government,
The imposition of this arbitrary employment ceiling would deny the President
the flexibility he needs to make the realinements he determines to be Necessary
for the best interests of the Nation.

Second, eivil defense and defense mobilization functions of Federal agencies.
The House committee action in this account reduces the appropriation by $2.1
million, foreing cancellation of plans for expansion of several key programs being
conducted by other agencies. For example, the Public Health Service had planned
to expand its program to train individuals to care for their family and neighbors
in an emergency. Labor had planned to augment its grants to State emplovment
security agencies for expansion of readiness measures for management of the labor
force under attack conditions. The bulk of the increases requested for 1962
relate directly to emergeney planning in the field and should be restored.

Third, emergency supplies and equipment. The House committee deleted half
of the money requested for resumption of procurement of medical supplies for
the civil defense stockpile and reduced the other items to the 1961 level. Our
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request covered the procurement of 1,000 additional 200-bed civil defense emer-
gency hospitals for prepositioning in loeal communities throughout the Nation
for emergency use. It also requested radiological detection and monitoring
instruments to provide one set for each of the 100,000 monitoring stations which
will be established by June 30, 1963. Our entire request fs essential to orderly
progress in a balanced national program which should proceed without further
delay.

Fourth, research and development. House committee allowance of $1.5 million
represents a 67-percent cut in this appropriation. All funds for surveving and
identifying the fallout shelter space afforded by existing structures and for im-
proving shelter features in architect-engineer designs have been denied. The
ongoing research programs to obtain knowledge needed for effective civil defense
planning would have to be sharply curtailed. Full restoration is urged.

Before closing, let me say that the objectives sought in our total budget of
$104.2 million are sound and attainable. The budget may be too modest. How-
ever, it has the blessing of twb administrations. If we are to survive in times of
war we must take positive steps to increase our preparations in times of peace.
Your approval of this budget as submitted will provide concrete evidence to the
people of congressional intent to take these positive steps.

I urge that you approve this budget as submitted,

Disasier Renier

Senator MaaNuUsoN. There was nothing appropriated for this in
1961, but both budgets, and the last one was in 1958, recommended
$6 million which the House kept in. Now I understand that is to go
to the President to be assigned to you if and when it is needed?

Mr. Evurs. Yes, sir.

Senator Maaxuson. But you would have no control over the funds
except if they were allocated to you by the President?

Mr. Evris. That is right, sir.

Senator MagNuson. In case of a disaster.

Mr. Erris. We have a balance of about $5.3 million and we would
like to raise it to $10 million.

Senator MaagNusoN. What we have been trying to do is keep it
around $10 million?

Mr. Eruis. That is correct.

Senator Avrorr. This is not to be confused general contingency
fund of the President for emergencies?

Senator Maanuson. No, this is a separate item.

Senator AvLorr. This is only in the event of a nuclear attack here?

Mr. Eruis. No, sir; a natural disaster.

Senator MaGNuson. Floods, fires, explosions, eyclones.

Senator ALLorr. Have we appropriated for that?

Senator MaGNusoN. Yes. We have always tried to keep the fund
around $10 million. And I must say it has never been used unless it
has been really a disaster and absolutely necessary.

Senator ELLENDER. An emergency; yes.

Senator ALLorr. But that is the same fund I am talking about

Senator MaGNusoN. No; the President has an emergency fund of
his own, which he can use himself for disaster. He is using part of
the fund right now for the Peace Corps, because we have not passed
on it. And he has had $10 million.

Mr. Evuis. In fact, I had to turn down a request from my own
State, Senator Ellender’s home State. We only act in these matters
where we find they are really of national import and cover a wide ares.
But if we find a request for disaster assistance is a very essential thing
to the American economy, and the President proclaims it a natural
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disaster area, then it unloosens all of the various aid elements of the
Federal Government—the Department of Agriculture ean move in
with free food, and free animal feed

Senator ALLorr. When you broaden the extent of this thing, what
you are doing is adding $10 million or $6 million to the President’s
general emergency relief.

AppitioN To PrEsIDENT'S Funp

Mr. Eruis. We are adding $6 million, because we have a balance
already, sir.

Senator Maenuson. $6 million.

Mr. Evuis. $6 million. Public law 875 controls its use.

Senator Arnvorr. This would come under Public Law 8757

Mr. Eruis. That is right, sir.

Senator Aurorr. All right.

Senator MaGNuson. All right; if there are no further questions,
we thank you all for coming.

Mr. ErLis. Are we finished?

Senator MacNusoN. We are finished the public hearing. Do you
want to talk to us about something?

Mr. Evuis. No, sir; [ have a puﬁlic matter that is very important.
I can make it in 3 minutes.

Senator Maenuson. Go ahead.

Recronan UnpeErerounp CoNTroL CENTER, Dextox, TEX.

Mr. Ervis. After the submission of our request for appropriations
to the House committee, the counterpart of this committee, there
arose a situation in Denton, Tex., where our first underground control
center had been advertised for bids from construction contractors.
We had available a substantial amount of money, and we hoped that
the bids that came in would be within the available funds. There
were 23 bids received on this underground control center which provide
for Federal control during periods of emergency and also provide for
day-to-day usage during peacetime. Space is provided for 500
persons during an emergency and 200 persons during peacetime
operation. It is the first control center in our system of regional
construction.

It is critically important, T think, that construction proceed now.
We came to Congressman Thomas, chairman of the House subcom-
mittee, telling him that the low bid on this structure left us $335,000
short of the amount of money necessary to make up the bid price.
Out of 23 bids, the low bid left $335,000 unfunded. The differential
between the low bid and the high bid was close to $1 million. We
felt that the low bid was one of the finest bids that had ever been
obtained on this type of structure. 'We felt that it should be accepted,
and we could accept it only by eliminating a lot of alternatives and
only partially completing the building. Of course, we cannot accept.
the full bid without the available money.

HOUSE ALLOWANCE

~We went to Congressman Thomas and explained the situation to
nim, and he gave us authority to use $100,000 of 1962 funds budgeted
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for another purpose in lieu of the $335,000 which we needed. We
need the $335,000. We all feel it is an exceptionally good bid. And
we feel we could never get such a bid again if we readvertised. The
contractors are eminently qualified. They are accustomed to building
underground. And this will be built to withstand blast as well as
fallout.
We would respectfully request the committee to give us the $335,000
needed to complete that center.
Senator Arrorr. Why would he only give you $100,000 when that
would not permit you to take up the contract?
Mr. Evruis. Sir, I would be glad to answer that question.
Senator Arrorr. If you could?
Mr. Eruis, I think 1 could.
lSvnule' Maanuson. They thought you could find $235,000 some-
ace else.
¥ Mr. Evuis. This is a matter that is of vital interest to the region and
of vital interest to many of us.

CoxsTrRUCTION FUNDS

Senator Maexuson. Now, that would come under *“Construction
of facilities”?

Mr. Evuis. Yes, sir.

Senator Maexuson. You have $2,500,000. Is that for this building
or is that for other things?

Mr. Ernuis. No, sir; that is the second underground control center
which has not even been started.

Senator MaGnuson. Well give us a breakdown on what you are
going to use the $2,500,000 for.

Mr, Evnis. Yes, sir; we will file that in the record.

(The information referred to follows:)

Construction project included in the fiseal year 1962 budgt is:

ProsrecTUs FoR ProrosEp ConstrRucTioN Unper TEE PuBuic BuiLpiNegs Act
or 1959

OCDM Region 1. Emergency Operations Center—Area of Harvard, Mass.

1. Description of proposed project.—The project contemplates the construction
of an underground facility on a Government-owned site, or on a site to be acquired.
The facility will house the regional personnel of the Office of Civil and Defense
Mobilization and at the same time provide for a regional emergency operations
center. Approximate area, gross, 54,486 square feet; net assignable, 40,165
square feet.

2. Estimated mazimum cost of projecl:
(a) Site, design, ete $326, 000
(b) Improvements 2, 674, 000

Total estimated maximum €08t oo oo oo e e e e m === 3, 000, 000
Financing:

Provided in OCDM budget for 1962 2, 500, 000

Balance required from OCDM to complete 500, 000

3. Justification—To equip the Federal Government to conduct essential opera-
tions after a major nuclear attack, it is necessary to provide protected emergency
operations centers for the direction of civil and defense mobilization. To this
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end the OCDM has divided the United States into eight regions, each of which
should eventually have a protected underground facility with a capacity to co-
ordinate mobilization planning and to serve as a hub of operations in an emergency:
Each center will also be prepared to operate independently of the others and to
assume the role of national headquarters should the situation dictate.

In fiscal year 1960, Congress appropriated funds for the first of these centers to
be located at Denton, Tex. Construction is now expected to start in June 1961,
with occupancy scheduled in 1062. The second of these centers is now proposed
for construction in the area of Harvard, Mass. The center is planned to house up
to 200 employees normally with expansion to 200 OCDM personnel and 300 other
agency personnel in an emergency.

The center will be designed for protection against blast, thermal radiation, initial
nuclear radiation, and fallout. An effective filter system will provide protection
against chemical, bacteriological, and radiological agents. Such protection can
only be provided through new construction.

4. Current housing cost.—Rent and other costs: Area (square feet), 12,455;
annual cost, $35,200.

5. Proposed space plan.—The nature of the facility is such that it would not
form a part of a comprehensive plan for providing space for other Government
agencies in the locality.

The regional office for OCDM region 1 is now located at Harvard, Mass., in
leased space that lacks protection from nuclear attack. The center has 56
employees at present. This leased space will be vacated upon completion of
the proposed underground facility.

6. Statement of need.—It has been determined that (1) the needs for space of the
Federal Government in this area cannot be satisfied by utilization of existing
property now owned by the Government, and (2) suitable rental space that would
afford adequate protection is not available.

Submitted at Washington, D.C., on June 7, 1961.

Recommended:

Karn E. WALLACE,
Commissioner of Public Buildings Service.

Approved:

Jonn L. Moorg,
Administrator of General Services.

ApprrioNarn Funps ror Texas

Senator MaeNusoN. And then a statement such as you have made
for the additional, the request for the additional $235,000 for the one
that is now in process down there in Texas,

Mr. Evuis. We will do that immediately. Please understand that
this will be a fiscal year 1962 supplemental request which has been
approved but not yet presented.

(The information referred to follows:)

OCDM Region 5. Emergency Operations Center—Area of Denton, Tex.

1. Discussion of project—This project represents the first underground facility
constructed as a hub for Federal Government emergency operations over a
specific regional area of the United States, The center will house the peacetime
staff of OCDM region 5 and be capable of expansion for emergency operations
to accommodate 500 personnel from key Federal agencies having primary com-
mand and control missions in a wartime situation. The underground portion of
the facility consists of 49,840 gross square feet of operationally equipped space
with blast and fallout protection. Tl‘he design also includes an above-ground
structure consisting of 4,200 square feet of frangible nonprotected space.

Financing—The Congress appropriated $2,400,000 for this first underground
center in fiscal year 1960. Of this sum, $100,000 was used by GSA for a design
contract. Based on this design, bids were solicited, 23 contractors submitted
proposals, and the bids were opened by GSA on May 2, 1961. The low bid of
$2,435,695 was $206,505 lower than the next low bidder, and $821,285 lower
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than the highest bid. However, this low bid exceeds the funds available by
$335,000 as indicated by the following tabulation:

Total funds appropriated $2, 400, 000

Deduct:
Architect-engineer design and construetion supervision 142, 000
GSA expenses for bid preparation and staff services__ __ 54, 700
Government-furnished equipment (blast valves and filters) 45, 000

241, 700
2, 158, 300

Base bid from construetion contractor_____________________ - 2 435, 695
Deduct nonessential items (sprinkler system and alternate shock

mounts) e =k et s
Revised base bid_ __ 2, 385, 595
Entrance sign 1, 000
Contingencies of 5 percent required by GS 106, 705

Construction funds required for complete facility 2, 493, 300

Requirements in excess of fund availability 335, 000

Bids for this project were requested from the market at an auspicious time
resulting in the greatest benefit to the Government from the standpoint of cost
and contractor eapability. In order to take advantage of these favorable eir-
cumstances, the President on June 8, 1961, authorized award of the construetion
contract., However, to remain within funds available, the project is being
awarded omitting several critical features of the facility. These eliminated
features of work jeopardize the capability of the facility to serve the purpose for
which it was designed. The omissions include such items as a standby generator
for emergency power, security guard towers, reception center, food service equip-
ment, landseaping, paving, metal partitions, ete.

In view of the essentiality of these omitfed items, the President has also ap-
proved the submission of a 1962 supplemental request for 5,000 under the
heading of “Construction of Facilities.”” This supplemental will be transmitted
shortly in the consolidated “cleanup” supplemental proposal for 1962. Ex-
peditious action on this supplemental request is important since the construction
contractor has given the Government 60 days to take up options for additional
features of work without any change in price.

In Report No. 449 covering 1962 appropriations, the House committee has
authorized use of $100,000 budgeted for 1962 to complete this first center, How-
ever, the amount of $2,500,000 budgeted for the second center in Massachusetts
is already less than the estimated cost determined by GSA and the amount of
$100,000 will not complete the Denton center. Therefore, it is recommended
that supplemental funds of $335,000 be made available in lieu of diverting 1962
funds budgeted for another purpose.

An architect-engineer drawing of the Denton facility is attached,
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QUESTION OF LIMITATION

Senator ErLexper. Did you have a limitation on the one in Texas
and the other?

Mr. Evvurs. Yes, sir; we had a total available.

Senator ErLexper. I mean, a specific limitation for a particular
job?

Mr. Eruis. Yes, sir; the limitation consisted of the total funds
appropriated by Congress.

Senator ELLenper. That is why you need the extra money.

Mr. Evuis. That is right, sir.

Senator Magnuson. All right, if there are no further questions——

Mr. Errts. Mr. Chairman, as I see it, you would not care to have
any of the delegate agencies come in?

Senator MaeNusoN. We will hear them when they come up for
their appropriation. They do not need to come in separately. We
can ask them then.

The subcommittee will stand in recess until 2 o’clock.

(Whereupon, at 12:25 p.m., the subcommittee adjourned until
2 p.m. the same day.)

AFTERNOON SessioN—Monpay, June 12, 1961
CIVIL SERVICE COMMISSION

STATEMENT OF JOHN W, MACY, JR., CHAIRMAN, U.S. CIVIL SERV-
ICE COMMISSION, ACCOMPANIED BY FREDERICK J. LAWTON,
COMMISSIONER; WARREN B. IRONS, EXECUTIVE DIRECTOR;
ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF RETIREMENT
AND INSURANCE; DAVID F, WILLIAMS, DIRECTOR, BUREAU OF
MANAGEMENT SERVICES; W, B. UHLENHOP, CHIEF, BUDGET
AND FINANCE DIVISION; AND JAMES A. HAMILL, CHIEF,
BUDGET SECTION.

REstoraTiON REqQUEST

Senator MAgNUSON (presiding). The committee will come to order.

We have Mr. Macy here from the Civil Service Commission. For
the record the appropriation for fiscal 1961, is $73,993,000.

The budget estimates for 1962 are $95,502,000, and the recom-
mended House bill was $91,844,000, which is up $17,851,000 from
last year, which is $3,658,000 below the budget estimates, and you
are asking for the restoration, Mr. Macy, of $414,000.

Mr. Macy. That is right.

Senator MaagNuson. You have a short statement. We will be glad
to hear from you.

We will put your letter that you sent to this committee into the
record in full,

(The letter referred to follows:)
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U.8. CiviL ServiceE CoMMISSION,
Washington, D.C., June 8, 1961.
Hon. Warrex G. MAGNUSON,
Chairman, Subcommitlee in Charge of the Independent Offices A ppropriation Bill
for 1962, U.S. Senate.

Dear SenxaTor MacNuson. This is in reply to vour letter of June 2, 1961.
We appreciate the opportunity to provide your subcommittee with information
regarding the effects of the action taken by the Committee on Appropriations
of the House on the several appropriations and funds of the Commission as pro-
vided in FHL.R. 7445, the Independent Offices appropriation bill, 1962.

The Commission has made a careful review of H.R. 7445 and Report No. 449
accompanying the bill and has given attention to each item in the light of the
recommendations of the committee. We appreciate the consideration given to
our budget requests by the House committee and have determined that their
action is acceptable to the Commission except for two items, (1) “Salaries and
expenses” and (2) “Limitation on administrative expenses, employees health
benefits fund.”

SALARIES AND EXPENSES APPROPRIATION

Page 8, line 21: $21,029,000— Request change to $21,448,000

The amount provided by the House for the salaries and expenses appropriation
represents a reduction of $800,000 from the budget request and an increase of
$268,000 above the 1961 appropriation. The budget requested increases of
$301,300 to provide for eliminating backlogs and processing current receipts in the
Commission’s investigations and retirement programs. Based upon a eareful
analysis of the current status of workloads and trends in receipts in these activities,
it appears that the $268,000 increase proposed by the House committer would
just about cover the inereased personnel required to keep the investigations and
retirement work eurrent in fiseal year 1962. There are, however, three items
which the Commission believes warrant a restoration of funds by your committee.
These are (1) the establishment of a Federal employment statistical program,
$212,500; (2) the upgrading of furniture in the Commission’s regional and branch
offices, $175,000; and (3) funds to cover personnel benefits (contributions for
retirement, group life insurance, and health benefits) for the additional employees
above the 1961 level, $26,500.

The budget requested funds to establish a new Federal employment statistical
program which would meet the needs of both the executive and legislative branches
for personnel statistics of the Federal service. The request of $212,500 includes
$82,500 for personnel compensation and $130,000 for machine rentals, contractual
services, and equipment in connection with the establishment of the program.
The Commission is convinced that this program is needed now and that the
benefits to be derived will be well worth the cost. The budget request of $175,000
to refinish and/or replace furniture in our field offices is necessary in order to
bring the physical appearance of our offices up to an acceptable level.

The Commission requests your committee to restore $414,000 of the $800,000
cut made by the House committee to provide for the three items discussed above,

LIMITATION ON ADMINISTRATIVE EXPENSES, EMPLOYEES HEALTH BENEFITS FUND

Page 9, line 19: $1,000,000—Request change to $1,148,000

The House committee provided an expense limitation of $1 million for admin-
istering the Federal employees health benefits program, a reduction of $148,000
from the amount requested. After a careful review of the operation of the
employees health benefits program this year and expected developments in fiscal
year 1862, the Commission believes that the full amount requested for adminis-
trative expenses in 1962 will be required to adequately carry on the program.
This amount for administrative expense is far less than the established ceiling of
1 percent of all contributions provided by the Employees Health Benefits Act.
The Commission requests that your committee restore the full amount of the
reduction made in this item by the House committee.

I am advised that a hearing has been scheduled for the Commission before
your committee on June 12. We shall be happy to discuss these matters at that
time in as much detail as you may desire.

By direction of the Commission,

Sincerely yours,
Joun W. Macy, Jr., Chairman.
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PREPARED STATEMENT

Mr. Macy. T have a statement which I have provided to the clerk.
However, in the interest of time perhaps it will be helpful if I sum-
marize that statement for you at this time.

(The statement referred to follows:)

STaTEMENT oF Joux W. Macy, Jr., Caateman, U.S. Crivin Service CoMmMMission
»

Mr. Chairman and members of the committee, we are glad to appear before this
committee to discuss the budget request of the Civil Serviee Commission for fiscal
year 1962. On my part, [ welcome the opportunity to appear once again in behalf
of the Commission where I served as Executive Director from 1953 to 1958.

As stated in my letter to Senator Magnuson a few days ago, we have made a
careful study of the recommendations of the House in relation to the programs of
the Commission. We appreciate the consideration given to our budget requests by
the House Appropriations Committee and accept their action on all but two items.
These are the salaries and expenses appropriation and the limitation on adminis-
trative expenses, employees health benefit fund. I shall direet my remarks to
these two items.

First, for salaries and expenses the House allowed $21,029,000, a decrease of
$800,000 form the budget request—an increase of $268,000 from the appropriation
for the current fiscal year.

Certain workloads of the Civil Service Commission are not internally control-
lable but are generated, as in the investigation activity, by the rate of new hires
in the Federal eivil serviee; or, as in the retirement activity, by the exercise of legal
riizht-‘i by employees, retirees, and other beneficiaries under the retirement laws.
The budget requested inereased funds of $301,300 for the investigations and retire-
ment activities in order to reduce workloads to a normal level and process eurrent,
receipts in 1962. The House bill provides a total increase of $268,000 for salaries
and expenses. In view of the uncontrollable nature of the investigations and
retirement workloads, we have no choice except to utilize the increase in funds for
these activities. As a matter of faet, the workload situation is somewhat more
favorable than we expected, and our best estimate today is that the $268,000 will
provide the personnel inerease needed to keep workloads in the investigations and
retirement activities reasonably current in 1962,

However, there are three other items which the Commission believes warrant
additional funds in 1962; and for this purpose we urge the committee to recommend
the restoration of $414,000 of the $500,000 reduetion made by the House. The
items I refer to are: (1) The establishment of a Federal employment statistical
program, $212,500; (2) the upgrading of furniture in the Commission’s field
offices, $175,000; and (3) the employer contributions for retirement, group life
insurance, and health benefits for the employees to be added to the salaries and
expenses activities in fiscal year 1962, $26,500,

Federal employment stalistical program.—Reliable, up-to-date, and comprehen-
sive statistical data concerning the Federal civil service is required on a continu-
ous basis for decisionmaking in both the Congress and the executive branch.
The Commission’s present system for collecting personnel statistics is enmbersome
and costly in terms of results and provides only a small part of the information
needed. With the assistance of the Bureau of the Budget and other agencies,
the Commission has developed a new program utilizing automatic data-processing
equipment, and statistical sampling techniques which will economically meet the
needs of the Congress and the departments and agencies for this type of informa-
tion now and in the future. This new program will trace individual employment
histories of a representative sample of Federal employees, will be readily adaptable
to changing requirements, and will reduce reporting costs of the agencies,

The data produced will continue to meet legal requirements for periodic reports
to the Congress and the President on personnel programs but with a eapacity to
provide a variety of information useful to the Commission and the agencies for
personnel management. For example, information on turnover, separations,
provide a variety of information useful to the Commission and the agencies for
promotions, and so forth by occupation, geographical area, sex, grade, and salary
will provide a better basis for planning the recruiting and examining program for
the Federal service. The program will provide data for continuous evaluation of
the civil service retirement fund, eliminating the need for a special census every
5 years. Information on matters of interest to the Congress such as the cost of
changes in pay systems, the utilization of women in higher level positions, escala-
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tion of grade levels, and effects of automation on Federal employees will be ob-
tainable rapidly without ecostly “‘erash” studies.

The costs for establishing the Federal employment statistics program are
$212,500. These consist of the salaries for 19 positions at a cost of $82,500;
rental of data-processing machines, $31,000; services to be obtained from other
Federal agencies in initially establishing the work-history sample file, $84,000;
and filing and other equipment, $15,000. The information to be gained from this
program is sorely needed. The plans and procedures have been completed, and
the Commission if ready to begin operations as soon as funds are available.

Upgrading furniture in Commission’s field offices.—Since fiscal vear 1960,
agencies oceupying space in Government-owned buildings outside the Washington
area have been required to budget for furniture and furnishings formerly provided
by the General Services Administration without cost to the agencies. The Com-
mission has been concerned about the eondition of much of the furniture in its
regional and branch offices, a large part of it in the examination rooms and offices
visited by prospective Federal employees and the general public. Although we
have endeavored to provide funds for the upgrading of furniture out of eurrent
resources, the demands of the operating programs have precluded such expendi-
tures in sufficient amounts.

The Commission has made a thorough survey of the furniture in its regional
and branch offices. Much of it is in such poor condition that rehabilitation is
impraetical. A substantial portion was provided by Federal building custodians
at the time the Commission’s field offices were established many years ago. Out
of an inventory of over 10,000 items, 3,300 are in such poor condition that replace-
ment is necessary and 2,200 items can be restored to a suitable condition by repair
and refinishing. The replacements will cost $149,000 and the repair and refinish-
ing, $26,000, for a total of $175,000. We are convinced that these funds should
be pi-o\'irimi to bring the appearance of our field offices up to an acceptable
standard.

Contributions for retirement, group life insurance, and health benefits.—Assuming
utilization of the $268,000 increase in the House bill for payment of salaries plus
the $82,600 we are requesting be restored for salary payments, will provide an
increase of $350,500 for staff above the 1961 authorized level. The cost to the
Commission for contributions based upon salary payments to emplovees to be
added in 1062 above the current year's level is $26,500. This amount should be
restored to the bill to provide for carrying out all programs at desirable levels.

The second item for which we request restoration of a reduction made by the
House is the Limitation on Administrative Expenses, Employees Health Benefits
Fund. The budget requested $1,148,000 for this item. The House allowed $1
million, a decrease of $148,000, The Federal Employees Health Benefits Act
authorized the Commission to pay administrative expenses of the em ployees health
benefits program for fiscal years 1960 and 1961 from the Employees Life Insurance
Fund without regard to limitation and provided that beginning in fiscal year 1962
administrative expenses should be incurred within such limitations as may be
specified annually by the Congress. The act further provides that not more than
1 percent of all contributions to the Employees Health Benefits Fund will be
available for administrative expenses.

This current fiseal year, 1961, is the first year of actual operation of the em-
ployees health benefits program. Administrative expenses this vear will total
approximately $1,158,000 as contrasted to the previous estimate of $896,000
in the document furnished the committee and the request for 1962 of $1,148,000.
The increase in cost this year is primarily due to printing requirements in connec-
tion with the “open season” in October 1961. We found it necessary to place
Gl’d(‘-]ll's for printing before the end of this fiscal year in order to meet the necessary
deadlines,

Based upon our experience this year and expected developments in 1062,
we cannot foresee any substantial decrease in administrative expenses next year.
The continued rapid rise in the cost of hospital and medical care seems certain
to require an adjustment in rates for the contract year beginning in October
1962. This will mean another open season with a cost ecomparable to this fiscal
year for reprinting brochures and forms. Also, the number of participants will
continually increase as employee and survivor annuitants come under the program.
It is estimated that the 1,800,000 active employees in the program will be joined
by approximately 100,000 annuitants by the end of fiseal year 1962. Adminis-
trative expenses for 1962 will average about 60 cents per covered employee and
annuitant. The request of $1,148,000 is far below the ceiling for administration
of $3,178,000 representing 1 percent of total contributions to the fund expected
in 1962,
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To enable the Commission to administer this program properly and promptly
for the benefit of all participants, we strongly urge the committee to restore the
full amount of the expense limitation requested.

This concludes my statement. Commissioner Lawton is here with me, and
we shall be glad to answer any questions the committee may have.

“SALARIES AND EXPENSES"” APPROPRIATION

Mr. Macy. The Commission is requesting consideration by your
committee of the restoration of $414,000 in the “Salaries and expenses’
appropriation for the Civil Service Commission as against the $800,000
that was cut from the original budget request by action of the House
in H.R. 7445. The request for restoration is based primarily on the
needs of the Commission for three specific programs,

BTATISTICAL PROGRAM

The first of these programs is the inauguration of a Stat-ist-ical
program for the entire Federal service. This is a program that would
mvolve the use of automatic data processing equipment and sample
employment histories of Federal employees for a sample of 5 percent
of total employment—about 120,000 employees.

Senalor Arrnorr, What do you mean by that?

Mr. Macy. This would mean that the Civil Service Commission
would obtain from the employing departments and agencies detailed
information concerning appommtments, promotions, and other per-
sonnel actions with respect to a random sample of 5 percent of the
total Federal employment population. From this sample, it would
be possible to meet the needs of a number of recurring reports that

the Commission makes for the entire executive branch, to Congress,
and to the President. It would also permit the Commission to do a
better job of planning its recruitment and examining activities than
is possible with the information that we have at the present time.
We would have data with respect to cmrioymcnt of such a nature

that we would be able to answer special requests without a crash
program of statistical gathering in order to produce the answers,

RETIREMENT FUND DATA

Another very important need it would serve would be that of the
periodic evaluation of the retirement fund. This evaluation is
required every 5 years and in the past it has been necessary to secure
additional funds to take care of this. It would be possible under this
system to have information available that would facilitate the evalua-
tion at any particular time.

Senator MaeNUsoNn. Sometimes vou have to make an estimate on
some of these items, and this would give you a more accurate way to
do it?

Mr. Macy. This would give us much more accurate information
in response to congressional inquiries on the impact of pay proposals
and other benefit legislation with respect to Federal employees.

Mr, Chairman, I have a supplementary statement with respect to
this plan.

Senator Maeyvuson. We will put that in the record.

(The supplementary statement follows:)
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STATEMENT ON THE IMPROVED PERsONNEL StTATISTICS PROGRAM

We are requesting funds this year for a greatly improved program of develop-
ing statistics on Federal emplovment.

I am sure you are all aware of our need for comprehensive, accurate, and timely
data. The data are essential to the development of eTective measures for the
management of a work foree of more than 2 million employees.

The improved program has three striking advantages over our eurrent statistics
system:

1. It will provide data we greatly need and do not have.

2, It will provide us continuous, constantly up-to-date information.

3. It will reduce agency reporting costs.

I should like to discuss each of these briefly.

Following are some of the kinds of new data the program will produce:

(a) Data on separations, promotions, and other actions by grade, job series,
age, sex, and length of service.

(b) Distribution of employees by occupation, area, sex, geographic location,
grade, and salary,

(c) Retirement coverage of employees by age, sex, length of service, and by
other classifications needed for annual valuations of the civil service retirement
system.

" (d) Lifetime earning pattern and earning potential under both civil service
and OASI coverage.

(e) Working lifespan in the labor market.

(f) Mortality rates among Federal employees by occupation.

(g) Comparison of employment, patterns of Federal and non-Federal workers.

(h) Information which could be used in computing cost of salary increases.

These kinds of information, if available now, would be used in many fields in
which the Congress has in recent months expressed interest. I will mention some
of these:

1. Employmend of relired military personnel

The work history sample program, if desired, could provide up-to-date informa-
tion on such matters as the number of retired military personnel employed in the
Federal service, broken down by agency, type of job, grade level, geographic

location, nature of appointment, length of civilian service, and reduction-in-force
tenure group.

2. Cost of changes in pay systems

The Congress is currently considering a bill which would require that an
employee who is promoted must receive an increase in pay of at least the equiva-
lent of two within-grade step increases. The work history sample program could
provide data on the percentage of promotions which would be affected by such a
bill, and, therefore, permit accurate estimates of additional costs involved.
Similar data would be useful in considering general pay changes.

3. Escalation of Classification Ael grade levels

The work history sample program could provide data on increases in average
grade level by agency, oceupation, time period, ete.

4. Ulilization of women in higher level positions in the Federal service

The work history sample program could provide information on the utilization
of women in the Federal service in technical, professional, and administrative
jobs. The pattern of promotions for women could be compared to the pattern
for men.

4. Discrimination on the basis of race or religion

If it is considered desirable, the work history sample program could be designed
to provide data on such things as the number of Federal employees of a particular
race, their level of education and training, and the occupations and grade levels
in which they were employed.

6. Manpower utilization and manpower planning

In addition to the above-mentioned problems of utilizing women and members
of minority groups at their highest skills, up-to-date information would be avail-
able on the number of Federal seientists and engineers by subject matter special-
ity, employing agency, location, age, ete. Turnover rates could be computed
for each such group. The number and date of retirements could be projected,
When coupled with agency estimates of future needs, the data would provide a
basis for planning recruiting and training programs for scientists and engineers.
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7. Mobilization in the event of an emergency

The CSC has certain emergency responsibilities assigned to it by OCDM. One
such responsibility is that of reporting the estimated numbers and kinds of
Federal employees who survive any enemy attack. This requires the current
maintenance of data on Federal employees by occupation and location; such data
is not now available.

The oceupational and employment surveys now conducted by the Commission
rrovide data on the (1) number of Federal employees by States, city, and county,
and (2) the total number of Federal employees by oceupation in the United States.

The improved personnel statistics program will provide continuously current
data on the distribution of Federal employees by major oceupation groups in the
States, cities, and counties. With this information known beforehand, the
Commission will be able to estimate rapidly the number of Federal survivors by
major occupational eategories. This information is essential to the effective
mobilization and utilization of the Federal work force.

8. Effects of automation

Information could be obtained on the effects of automation on particular cate-
gories of employees. The pattern of promotion, demotion, reassiznment, and
reduction in force actions resulting from major conversions to automation could he
described.

9. Lowering the relirement age

Information from the work history sample program would reveal how many
employees would meet the proposed new retirement eriteria of age.

10. The dynamics of the work force

The work bistory sample program would enable management to get a much
better picture of the work force than is currently available. For example, by
following the patterns of recruitment, promotion, reassignment, and transfer a
useful description of the dynamics of the Federal service could be compiled.
Career patterns in the Federal service could be compared with career patterns
in private industry. The extent to which employees move back and forth be-
tween the Government and private industry and the effect of such movement on
their careers could be analyzed. Occupations in which turnover was excessively
high, or was moving toward such a level could be identified. All such analyses
could be broken down by sex, age, grade level, occupation, agency, time period,
ete.

Let me add a few specific instances in which we could not furnish information.

We could not give Congressman Beckworth information on turnover of Federal
employees by age groups.

We could not give Senator Bennett information on turnover of employees in
his State (Utah).

We could not furnish the CIA with data on promotion rates, grades GS-9
through GS-15.

I can site many more specific examples of this kind if you would like me to,
(See attachment A, p. 78.)

The proposed statistics program will be especially helpful in providing data on
the employment of physically handicapped persons. The placement of handi-
capped persons has long been of concern to the Commission.

Whereas we now receive monthly reports from the agzencies showing only the
number of handicapped persons appointed, under the new system we will receive
continuous data on persons appointed to the service broken down into 14 types
of handicaps.

While the data will be received only on appointment, since that is normally the
only time the employee receives a medieal examination, it will be much more
detailed than data now obtained. As a result, we will be able to manage the
physically handicapped program much more effectively.

Still another area in which we lack data concerns the employment of veterans.
We simply do not have current data on this subject.

We have received inquiries, official and otherwise, from the major veteran
organizations in which they have requested specific information concerning
veterans in Federal employment. The most recent request was from the American
Legion when their public relation headquarters in Indianapolis, Ind., wanted to
know the total number of veterans employed by the Federal Government, The
only figures that we had were probably 3 years old and we told them we had no
current figures available,




INDEPENDENT OFFICES APPROPRIATIONS, 1962 77

I think it is important as a minimum responsibility of the Commission, which
ageney is charged with administration of the Veterans Preference Act, to be in a
position to furnish not only to veteran organizations, but to other Federal azencies,
and to the public statistical data coneerning veterans. At the very least, this office
should be in .. position to give a report to the veteran organizations on such matters
as the numbe. of veterans appointed, separated, either for eause or by reduction-in-
force, the number of veterans who resign, ete., either on a calendar or fiscal year
basis. In addition we should be able to point out the number of veterans who have
career tenure, career-conditional tenure, or temporary appointees, as well as being
in a position to say how many veterans are appointed from a particular rezister.
Also I think it is important to know whether or not the proportion of veterans are
in blue-collar jobs, white-collar jobs, post office jobs, ete., and at what grade or
level.

Certain preferential considerations are extended to veterans by law. Ever
since the enactment of the Preference Act, the Commission has not been in a posi-
tion to determine whether or not the act itself, or any particular part of the act,
has been a deterrent to our merit system, has been an advantage to our merit
system or what changes would be appropriate in licht of the factual situation. I
think that after 16 years or more, that it is time that the Commission be in a
position to fully evaluate the effects of veteran preference in Federal employment.

The second advantage of the improved personnel statistics program is that it
would provide more timely data. The primary source of statistical data under the
proposed program would be from the continuous work-history sample rather
than reports submitted by agencies, the current major source of personnel statis-
tics, Thus, required data would be easily accessible and produced more quickly
in whatever form is required. This is true for special or “crash’ studies as well as
for regular tabulations from the work-history sample. It is expected that the
work-history program would provide data which could be tabulated quickly to
meet many of the requirements for special statistical reports and frequently would
eliminate the present requirement for special reports from agencies which are
costly and require considerable amounts of time to prepare.

Finally, the program is expected to reduce agency reporting costs. For ex-
ample, the number of data items which agencies are now required to report to the
Commission monthly would be reduced to about two-thirds as a result of the
proposed program, (This would result in significant savings only if agencies do
not continue to compile these data for their own purposes.) Also, the majority
of reports which are now required annually (e.g., reports on salary distribution,
geographic distribution, and oceupational surveys) would be submitted only
every 3, 4, or possibly 5 years., The quinquennial retirement system valuation
reports from agencies would be completely eliminated and replaced by an annual
valuation from the work-history program. Finally, the need for ‘‘crash” surveys
would be eliminated substantially.
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Attachment A

1962

Requestor

Date of
request

Information requested

Disposition of request

Congressmen Lindley Beck-
worth and John E.
Fogart

Sun 01l (?o., Philadelphia,
Pa,

Personnel, Labor

ment.

Depart-

Library of Congress, Con-
gressional inquiry.

Leon Mapes, House Post
Office and Civil Bervice
Committee.

GEA, Ola Hazel. . ...

Helen Uhrin for Mr. Brayer.

Benator Thomas J. Dodd
and by PIO for a publiea-
tlon in Texas,

Benator Wallace F,

Julius W. Boykin for Mr.
MeKinley  (Retirement
Division).

Benator Clair Engle of Cali-
fornia.

Jack Becker, executive secre-
tary, National Committes,
National Health Agencies.

Mr. David I. Vernay, re-
search assistant for Michi-
gan  Btate  University
(through director 7th re-
glon).

Mr. Charles Libera, research
department, Federal Re-
serve Bank, Minneapaolis.

Congressman Glenn Cun-
ningham,

Capt. ‘II.hnrn-;s W. Walker,

USA AF
T erlmnlup} ¢
terson AF B,
Congressman
Curtis,

I:milult of
Wright-Pat-

Thomas DD,

Margaret Thal-Larsen, area
analyst, Department of
Employment, San Fran-

Bennett.

Apr, 13,1060

ele.
Apr. 28, 1861
Feb. 8 1961
Feb. 25, 1060

May 4, 1060

June 15, 1960

ooy
July 26, 1060

Dec. 29,1050

Mar, 7,1961
Aug. 18,1950

Oct. 15,1950
Aug. 4,1050

Aug. 11,1050
July 31,1959
June 11,1959
Apr. 81959

Mar. 23,1059

Mar. 13,1959

Turnover byage: Ageof for-
mer and present em-
ployees, ete.

Cross-classifiention by oceu-
pation and Btate of duty
station.

Age and length of service of
people who retire from

8-15 and above jobs,

Number of Federal em-
ployees over 45 years of
nge.

Number hired over 45 years
of age for 1060, 1952, 1955,

50,

Promotion in classified sory-

Balary reports by Installa-
tion (Chicago).

Federal employees by resi-
dence. Number of em-
Qlu)nm who woark in
Vashington and lve in
Montgomery County,

Requested competitive and
excepted employment by
State.

Payrolls by State.

Turnover hy State (Utah)
Separate location figures by
citizenship.

Federal employment and
payrolls by county
{Shasta) and agency.

Employment by agency and
State as of March or April,

Federal employment by
agencey and average sala-
ries for specific counties.

Payrolls  for individpal
States each month,

Numberof retirements other

than under Civil Service

retirement—such as TYA

and Forelgn Service, ete.
Cross-classification of gr

by sex and age.

Appointments of doctors,
scientists, engineers, and
professional persons.

Women in San Francisco-

Oakland area.

No informatfon avallable,
Da.

Nostatisties avallable. (Re-
tirement survey conducted
every 5 years,)

Gave percent over 45 from
retirement survey.

Not avallable.

No statisties avallable since
February 1854,

Belected metropolitan areas
only
No infurumtion avallable,

Gave percent for total United
Btates.

Gave estimates based on em-
ployment and average sal-
arles,

No statisties available.

No information available,

Do,
Collected only in December,

Gave 1950 employment by
county and salaries based
on full-time employees in
the 48 States.

Payrolls are eollected for the
combined States only,

Retirements under Civil
Service only available.

CSC retirement every 5
years evaluates to indicate
such statistics,

No statistics on appoint-
ments by occupations,
Only numbers on rolls as
of survey date.

No county date
for 1058,

available

COST OF PROGRAM

Senator \{.u"\'uso,\. The total cost there would be $212,500?
Mr. Macy. That is right, and that is broken down into four items:
(1) 882,500 for 19 additional positions that would be necessary to

man this funetion;

(2) 831,000 for machine rental to establish the necessary equipment

for it;
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(3) $84,000 would be necessary to obtain social security account
numbers for those Federal employees who do not have a number,
because these account numbers would form the basis for the random
sample that we select;

(4) Then the final item, $15,000 for filing and other equipment that
would be a part of this system.

I emphasize this as a very important part of the Commission’s
budget needs because it would fulfill not only an operating, but a
planning requirement that the Commission has needed for some time,

HOUSE ACTION

The work on this statistical proposal was generated by the Com-
mission, the Budget Bureau, and the White House, and has the support
of all organizations.

Senator Maanuson. Was this brought up in the House?

Mr. Macy. This was brought up in the House.

Senator Macnuson. And turned down?

Mr. Macy. It was not turned down specifically. The request for
increased funds was reduced to the extent that funds are not sufficient
to finance this additional activity. It should be pointed out that a
large portion of this cost is a first-year installation cost and that after
this program is operating, the annual cost will be substantially less,
around $100,000 a year.

Senator Maanuson. I see the House makes no comment,

Mr. Macy. They make no reference to it at all, but the funds that
the House did make available for salaries and expenses would be
consumed by the Commission’s normal operating workload in exam-
ining, investigations, and in retirement, so that there would not be
sufficient funds to inaugurate this new program.

Senator MacNusoN. Because you were cut, this being a new pro-
gram, this would be the one thing that you would not take up?

Mr. Macy. This would have to be supplied. That is the reason.
for stressing this.

Senator Macnuson. All right.

Mr. Macy. Now, the second item

COMMISSION FIELD OFFICE FURNITURE

Senator MaGNusoN. Furniture in the Commission’s field office; tell
us about that.

Mr. Macy. The need for this is pointed up by the fact that the-
Commission is using furniture that in many cases is over 20 vears old,
furniture that was made available by the publie buildings custodians
at the time that the Commission established its offices in many of’
these work locations in the field. Much of the furniture is in areas
that are used for public contact purposes. The Commission has
examined its inventory, and there is need for replacements totaling-
about $149,000. Some of the equipment can be repaired and re-
finished at a cost of $26,000. This item totals $175,000 and is listed
in other objects under salaries and expenses.

Senator MaGNuso~. And this is the result, as I understand it, of a.
survey that was made?

Mr. Macy. That is correct, a detailed survey of all Commission.
equipment.,

71036—61——8
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Senator ALLoTT. You are not going out and buying a bunch of
these $500 and $600 desks, are you?

Mr. Macy. No, this would be handled through the normal GSA
procurement, channels and would be in keeping with Government
standards.

Senator Annorr. The reason I asked is, as I visit the offices of some
of these Federal agencies around the Government, I find that even
out in the field people are sitting in sumptuous offices with furniture
the like of which I could not get in my own office here if I tried, nor
could I afford them in my own law office back home. [ just want
to be sure that this is not going into the purchase of $1,000 desks and
expensive equipment.

Mr. Macy. We can assure you of that. This is really to provide
us with equipment that is sufficiently modern to overcome a serious
deficiency that we now have.

Mr. Witriams, The desks we buy cost under $100.

Senator ALLort. I do not have any objection to that.

Mr. WiLLiams, These average about $80 to $85 a desk.

BENEFITS FOR INCREASED PERSONNEL

Mr. Macy. Then the third item, Mr. Chairman, relates to the
familiar matter of benefits for the increased personnel, and that totals
for the items that are covered here, $26,500. These three items total
$414,000, and it is that restoration out of the $800,000 eut that we are
requesting.

Senator MaaNuson. What is the reason for the additional amount
for contributions? Is this because you did not estimate the number

of employees, or are these new employees?
Mr. Macy., This is to cover the additional emplovees that result
from the increase in positions,
Senator MacNusoN. Anticipated positions?
Mr. Macy. That is correct.
Senator Maanuson, That vou will have if the budget amount——
Mr. Macy. If our request before your committee is authorized.

LiMITATION ON ADMINISTRATIVE EXPENSES

Now, the only other item on which we are requesting vour considera-
tion for restoration is a separate fund that constitutes a limitation on
administrative expenses under the employees’ health benefits fund,
and there the Commission requested $1,148,000. The House has
authorized $1 million, and we are requesting the restoration of the
balance of $148,000.

A word of background on this might be helpful. This is the first
year the Commission has requested a congressional limitation for
administrative expenses. Under the law that was passed in 1959,
there was no limit established for fiscal years 1960 and 1961. The
Commission was permitted to meet these expenses out of the Federal
group life insurance fund, and the limitation on administrative ex-
penses was to start running in fiscal year 1962, A guide was placed
m the act for adminstrative expenses of 1 percent of the total con-
tributions to the fund.

If that 1 percent were applied this fiscal vear—1961, the ceiling
would be $3,178,000.
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Senator Macxusox. So you are under the limitation?

Mr. Macy. Yes. We are less than 50 percent of the limitation
that is indicated in the basic law, This additional money is needed
primarily because of the prospect of upward rate adjustments in the
various health plans in 1962, which \\‘illl necessitate the publication of
new plans for distribution to Federal employees for their considera-
tion, probably in October of 1962. In October of 1961 we are going
through somewhat the same process, and most of the publications
for that so-called open season had to be developed with administra-
tive expenses during the current fiscal year. Using our current fiscal
year experience, it i1s our belief that in fiscal year 1962 that we will
need roughly the same administrative expenses to carry forward this
program. In actual fact, the amount of money requested is about
$10,000 less than what we anticipate we will be obliged to expend
for this purpose in the current fiscal year.

Rermirement Fusp

Senator Maeyuson. Now, Mr. Macy, I see the House mentioned
the retirement fund again.

Mr. Macy. Yes, sir.

Senator MaenusoN. There is nothing in this budget for that at all
is there, except the $44 million which they put in to reimburse the
fund for the 1962 cost of annuity increases?

Mr. Macy. The cost-of-living increase, yes.

Senator Maayuson, They added a proviso that the Civil Service
Commussion shall include annually in its estimate to the Budget
Bureau estimates of the appropriations necessary to reimburse the
civil service retirement disability fund for the amounts paid out of
the fund by reason of the enactment of Public Law 5465, and the
Bureaun of the Budget shall submit annually to Congress estimates for
the appropriation necessary to reimburse the fund for such amounts.
What do they mean by that?

Mr. Macy. That language was apparently inserted in the House in
anticipation of pending legislation (H.R. 5432) that would eliminate
the requirement of the Commission making such a recommendation
on an annual basis. This legislation would provide permanent
authorization for the cost-of-living increase that has been authorized
on a year-to-year basis for the last 4 years, and would also eliminate the
requirement of making this estimate each year. The House apparently
felt that they needed to anticipate the passage of that legislation, and
prescribed that the Commission make such an estimate on an annual
basis and report it to the Bureau of the Budget.

Senator MaeNuson. It should not be done until the passage of
what they are anticipating?

Mr. Macy. That would be my judgment,

Senator Maeyuson. All right, any further questions?

ALLOCATION OF INCREASE

Senator Avvorr. Of this $17 million increase, almost $18 million
from the 1961 budget, $17,375,000 is on the Government contribution
to retired employees health benefits fund; is that correct?
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Mr. Macy. That is correct, Senator. That is the first year of the
Government'’s contribution to that program, which was enacted in
the last session of the last Congress.

Senator ArLorr. We had some talks last year, also, in the Civil
Service Commission about the backload of cases. I believe it was
not as bad as some others that we have. What is your situation on
the workloads?

Mr. Macy. Was this an inquiry concerning the backlog of retire-
ment cases?

Senator ALrorT. No, your general work.

Mzr. Macy. On the general work, the current condition is one of
being up to what we consider to be the normal standard in most cases.
The proposed financing in this request would sustain our workload
at the anticipated level.

Senator ALLorr. That is all T have.

Senator Maanuson. All right; thank you, Mr. Macy.

Mr. Macy. Thank you, sir,

Senator MagNuson. I appreciate your coming.

Mr. Macy. I appreciate the opportunity to tell our story.

(The following letters were later received:)

OrrFicE oF Civin aNnp DEFENSE MOBILIZATION

Execurive OFricE oF THE PRESIDENT,
Orrice or Civin AND DEFENSE MOBILIZATION,
OFFICE OF THE DIRECTOR,
Washington, D.C.
Hon. WarreN G. Maenuson,
Chairman, Subcommiltice in Charge of the Independent Offices Appropriation Bill for

1962, U.S. Senate, Washington, D.C.

Dear Mz. CrarrmaN: In further response to certain questions raised during the
June 12 hearing on our 1962 appropriation requests, I am submitting herewith
information concerning the National Resource Evaluation Center and the Small
Business Administration representative with the center.

The basic mission of NREC is to develop and provide data and analysis for use
in selecting, planning, implementing, and testing national strategies and programs
in the nonmilitary defense field. An enclosure outlines more specifically the
NREC functions responsive to this mission.

Most of the executive departments and agencies who have important emergency
assignments support NRISC by providing both data and personnel. In turn,
NREC provides these and other departments and agencies with information on
vulnerability of resources and on probable attack effects, as a basis for their work
in mobilization planning and in preparations for performance of their operational
responsibilities in a national emergency.

‘or these purposes the NREC operates a large electronic computer facility
and has developed a magnetic tape library of information which includes technical
and economic details on almost every important type of resource, including man-
rower, facilities, installations, and other resources. For the most part, NREC

148 relied on the normal statistical collection programs of the various departments
and agencies. Agency representatives to NREC have in most cases been able to
have these programs extended where necessary to obtain special types of informa-
tion l]l'.l.'.(]l_’.(.ll for vulnerability and damage estimates—for example, information on
the precise location of resources and on their physical vulnerability characteristics.

The NREC agency representatives are responsible for getting the appropriate
data extracted from agency records and inserted in a standard format into the
NREC resource library. In addition, the agency representatives yarticipate in
resource evaluation studies based on various attack assumptions. hey interpret
results of these studies for officials of their agencies. They ascertain the types
of information, computation, and analysis products required by their agencies
for emergency planning. They participate in the development of analytical pro-
cedures and help conduct training workshops and orientation programs in damage
assessment and resource evaluation techniques for personnel from all agencies.
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The Small Business Administration representative to NREC is Mr. Curtis E.
Anderson who, as an economist and industrial specialist, is a very effective
NREC participant. He has been particularly active in organizing useful data
on selected types of small business establishments for the NREC resource library,
He has also made important contributions to the NREC study and training pro-
grams and is now carrying a sizable load in preparations for simulation exercises
in postattgck resource management. These exercises will involve development
of fessible production programs, within the limitations of surviving resources,
and to accomplish stipulated priorities for end-item production. The NREC
computer will perform the data manipulation and recordkeeping on input require-
ments and resource availabilities, while resource specialists will devise and test
various solutions to bottlenecks and other problems and feed associated input
and production decisions into the exercise,

Like other agency representatives with NREC, Mr. Anderson is engaged in a
combination at senior level of policy, linison, analytical, and management tasks.
Thus, his working davs do ot fall into a routine basis. Nevertheless, it may be
helpful to you to have a brief description of his activities expressed in terms of a
“composite day’’ which will reflect the particular emphasis of his work over the
last 6-month period. For this period, approximately 50 percent of Mr. Anderson’s
effort has been devoted to the organization of production data on small plant
categories of particular interest to the Small Business Administration. With the
help of personnel in his agency, he has been adapting for computer input its
stutistical information on plant capacity, employment, and product experience
in the field of metalworking and precision equipment, and has been compiling
additional data for each facility on its exact location, and physical characteristics
from the standpoint of weapon vulperability. He has also been working up
appropriate classification codes for this resource category to facilitate use of
computers in the summarizing and analysis of individual plant data.

Twenty percent of Mr. Anderson’s time is committed to his participation in the
development of NREC mathematical models and computer instructions to sup-
port the resource management activities outlined above. His role is primarily
concerned with developing data requirements, data coefficients, and analysis

rocedures for use by computer programing and formulation specialists, The

alance of Mr. Anderson’s activity is divided about equally (10 percent each)
between NREC study projects, training activity, and program liaison with his
own agency.

Mr. Anderson participates in the regular study Programs of NREC with
particular emphasis on analysis of small business capability and maintains
appropriate liaison within his agency on the applic ‘m(m of such studies to SBA

yroblems.  With participation of SBA production and procurement specialists,

r. Anderson has developed analysis procedures and instructions on various
aspects of attack analysis and damage assessment for use on a manual basis and
with computer assistance, From time to time, he is also called upon to participate
in training programs. Like other NREC representatives, he must also keep in
touech with policy and program developments within his agency as these relate to
future demands upon the NREC data and analysis capability.

The participation of agency representatives in the various phases of NREC
activity has been a major ingredient in the success and efficiency of this inter-
agency effort.

Sincerely,
Frank B. Evus, Director.

Enclosure.

Mission oF THE NarioNar Resovrce Evarvarion CENTER

The general aim in the National Resource Evaluation Center is to develop
data and analysis for selection, planning, implementing, and testing nonmilitary
defense strategies and programs,

More specifically, the NREC is endeavoring to:

Provide estimates for preattack planning for—
(a) survival operations following nuclear attack on United States;
(b) resource management following nuclear attack;
(¢) mobilization support for limited wars; and
(d) resource allocations for—
(1)U.8. eivilian requirements;
(2) U.8. military requirements; and
(3) allied requirements.
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2. Maintain a capability for postattack estimates of resource status to support
these same activities.
3. Perform resource evaluation studies relating to development of a stronger
nonmilitary defense position; specifically for—
(@) reductions in vulnerability;
(b) training and test exercises to insure operational readiness:
(¢) economie warfare and other cold-war plans and operations: and
(d) assessing resource implications of national objectives, strategies, plans,
and readiness capabilities.
4. Participate with Department of Defense in symmetrical analyses of United
States and allied versus Soviet bloe positions.
5. Provide estimafes of economic and industrial impacts of major public works
programs, and major economic, industrial, or technological changes,

DeparTMENT OF HEALTH, Epvcation, ann WELFARE,
Pusric HEAvrn SERvicE,
Washington. D.C.
Hon. Warrex G. Macnuson,
U.S. Senate,
Washingion, D.C.

Dear SeNxaTor MacNuson: At the hearing before your committee on June 12,
1961, with respect to the 1962 budeet for the Office of Civil and Defense Mahiliza-
tion, particularly the portion dealing with delegate agency requirements, two
questions arose which I believe are entitled to some further elaboration.

I believe the material presented in the budget justification and the appeal from
House action on the budeet give to you and your committee a clear picture of
the responsibilities delegated to the Department of Health, Edneation, and Wel-
fare in the field of emergency health and welfare—the work which we are now
doing and our plans for the future,

There is, however, a technical problem in connection with the House aetion
which T am not sure was made clear to vou that relates to the funds desiznated for
the management of the emergeney medieal stockpile.

The Department of Health, Education, and Welfare is gravely concerned that
no funds were pro sided by the House of Representatives to administer and main-
tain the present emereency medical stockpile prozram and to cover the additional
administrative cost of aequiring 500 additional civil defense emergeney hospitals.
In the House committee report it is recommended that $6,567,000 be appropriated
for civil defense and defense mobilization funetions of Federal agencies, “‘* * *
the same amount as was provided for this purpose in 1961.” ‘tually, the amount
provided for Federal agencies in 1961 was $6,822,000 since $255,000 for the man-
agement of the medical stockpile, now delegated to this Department, was ap-
plied from “Salaries and expenses, OCDM.” Since it was the apparent intent
of the House committee to appropriate the same amount as last year, this $255,000
should be restored.

Although the fiscal year 1961 base for this activity was $255,000, the Depart-
ment believes that the $415,000 request for 1962 is essential not only to overcome
obsolescence and deficiencies in the existing prepositioned hospitals but also to
provide for the additional administrative costs that will be required for the new
procurement and distribution of emergency hospitals proposed in the House
report.

At the hearing, a question was raised as to the desirability of disposing by gift
of supplies and equipment in the stockpile, such as drugs which become or are
apout to become outdated. We have further explored this problem sinee the
hearinz. We find that the provisions of Public Law 152 dealing with the dis-
vosition of surplus property do not cover property which must be replaced.

herefore, if the Congress wanted to make such donations possible, it would be
necessary to provide the authority in the language of the appropriation or other
act. If the Congress deeided to enact such authority it would be our intent to
administer it by utilizing a competent and authoritative advisory commitltee to
assist in determining the most effective and practical distribution of items which
will require replucement.

Sincerely yours,
Joux D. PorTERFIELD,
Deputy Surgeon General.

Senator MaGxusoN. We will recess until 10 o’clock to hear the
Civil Aeronautics Board.

(Whereupon, at 2:30 p.m., Monday, June 12, 1961, the committee
recessed, to reconvene at 10 a.m., Tuesday, June 13, 1961.)
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TUESDAY, JUNE 13, 1861

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, D.C.
The subcommittee met at 10:05 a.m., subject to call, in room F-37,
U.S. Capitol Building, Hon. Warren G. Magnuson (chairman)
presiding.
Present: Senators Magnuson, Allott, and Schoeppel.

CIVIL AERONAUTICS BOARD

STATEMENT OF ALAN S. BOYD, CHAIRMAN, CIVIL AERONAUTICS
BOARD, ACCOMPANIED BY ROBERT T. MURPHY, VICE CHAIR-
MAN; G. JOSEPH MINETTI, MEMBER OF THE BOARD; MORRIS
CHERTKOV, EXECUTIVE DIRECTOR; JOHN B. RUSSELL, CHIEF,
OFFICE OF ADMINISTRATION; IRVING ROTH, DIRECTOR,
BUREAU OF ECONOMIC REGULATION; JOSEPH C. WATSON,
DIRECTOR, BUREAU OF INTERNATIONAL AFFAIRS; WARNER
H, HORD, CHIEF, OFFICE OF CARRIER ACCOUNTS AND STATIS-
TICS; JOHN H, WANNER, GENERAL COUNSEL; LEON H. TAN-
GUAY] ASSOCIATE DIRECTOR, BUREAU OF SAFETY; ROBERT L.
FROMAN, ASSISTANT DIRECTOR BUREAU OF SAFETY; JOHN G.
ADAMS, DIRECTOR, BUREAU OF ENFORCEMENT ; AND FRANCIS
W. BROWN, CHIEF HEARING EXAMINER

AMENDMENTS AND JUSTIFICATIONS

Senator Maexuson. The committee will come to order.

We will hear this morning from the Civil Aeronautics Board and
Mr. Boyd, the chairman, is here.

We will place your letter to the committee, in full, in the record.

(The letter referred to follows:)

Civi. AEroNavTIcs BoARD,
Washington, D.C., June 12, 1961,
Hon. Warren G. MieNvsoN,
Chairman, Subcommitice in Charge of the Independent Offices Appropriation Bill for
1962, Commillee on Appropriations, U.S. Senate, Washington, D.C.

Dear Mr. Caamrman: In response to your letter of June 2, 1961, the Board
believes that the public interest does require changes in H.R. 7445, the independ-
ent offices appropriation bill for 1962, as passed by the House,

The Board requests that the bill be amended in three respects: (1) to restore
the reduction of $150,000 for “Salaries and expenses”; (2) to delete the language
from the bill which limits payment of subsidy for helicopter operations; and (3)
to restore the reduction of 6,900,000 for “Payments to air carriers.”

These changes are set forth and briefly explained in the separate statements
attached covering each of the Board’s two appropriation accounts,
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We appreciate the opportunity afforded the Board to appear before your
committee to explain more fully the changes requested in the House bill and to
answer any questions which you or other members of the committee may have.

Sincerely vours,
Aran 8. Boyo, Chairman,.

CIVIL AERONAUTICS BOARD
“Sararies anp Expensaes”
(House hearings, pp. 706 to 837)

Page 5, line 14 of H.R. 7445 as reported to the House:
1961 appropriation__. $7, 852, 500

1962 buduet estimate 9, 050, 000
8, 900, 000

Increase (+) or decrease (—) 1962 estimate over 1961 appropria-
tion___ : +1, 197, 500
Increase (+) or decrease (—) House allowance from 1962 estimate. -}1, 047, 500
Restoration requested 150, 000

AMENDMENTS REQUESTED

The Board requests the following amendments:
Page 5, line 21, strike out ‘38,900,000, and insert 1$9,050,000”,

HOUSE REPORT

“The budget estimate for salaries and expenses of the Board, including a
$100,000 increase in a revised estimate to conduct special policy studies for the
most urgent needs of the Board, is $9,050,000. The bill recommended by the
committee provides $8,900,000, including $50,000 for the special studies. = This
is an increase of $1,047,500 over 1961 and a reduction of $150,000 in the budeet
requests, and will give the Board approximately 70 additional positions to handle
its increasing workloads. The committee has not allowed funds to increase
statistical reporting and is of the opinion that 20 positions allocated to inter-
national activities are too many and ean be reduced.”

STATEMENT

The House report indicates that the $150,000 reduction made by the House
in the appropriation request for ‘“Salaries and expenses’ consists of $50,000 from
eliminating one of the two special studies for which the Board sought a total of
$100,000; and a reduction of $100,000 for the Board's statistical and research
activities.

The Board is charged by law with the responsibility for encouragement and
development of air transportation and to foster sound economic conditions in the
industry. The airline industry as a service industry is responsive to business
conditions generally. It is faced with many problems. It is not solely within
the Board’s power to find solutions. However, the Board eannot cross its fingers
and hope for improvement. Neither can the Board solve its problems simply
by processing the cases on its docket, although the cases must be processed.

In carrying out its economic regulatory mission, there continues to be an in-
creasing and urgent need for the collection and evaluation of data to formulate
policy determinations. In this connection, the Board requested funds for the
conduct of two special studies under contract with outside persons or firms.
Specifically, for 1962 the Board requested $100,000 for the conduct of studies
concerned with the establishment of “Adequacy of Service Standards’” and “The
Role of Bupplemental Air Carriers.” A brief explanation of each of these proposed
studies follows:

1. Establishment of standards for adequacy of service—Problems in this area are
becoming more numerous and of increasing importance with a resultant need
for the early development of definitive standards for handling adequacy of
service cases. Such cases normally involve issues concerned with quantity of
service (number of flights, equipment capacity, and class of service) and/or
quality of service (scheduling, equipment types, performance, connecting versus
single plane service, passenger service, and other service facilities), A study is
needed to determine the facts relating to the basic problems and information as
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to passenger traveling habits, requirements for service in varied types of markets,
and the economies of providing such adequate service, The scope of the proposed
study might extend into several eategories, including, among others, trunkline
services, local carrier services, long-haul markets, short-haul markets, competi-
tive markets, and airline scheduling practices. In addition, the results of this
study should prove valuable in carrving out the Board’s use-it-or-lose-it poliey.

2. The role of supplemental air carriers.—Immediately following World War
I1, the Board, by exemption, granted certain limited authorities to carry pas-
sengers and cargo to certain carriers who became known as irregular carriers.
These operations continued in varying degrees through the period when the Board
had before it for consideration a case involving these carriers and known as the
large irregular case. This case was partially decided in 1955, and finally in 1958.
As a result of this decision, certain of the irregular carriers were certificated for
certain types of operations and became known as supplemental carriers,

In 1959, the U.S. Circuit Court of Appeals decided that in granting these
certificates the Board had exceeded its authority. This decision had the effect
of invalidating the supplemental certificates.

In 1960, for the purpose of neutralizing the effects of the court decision, the
Congress passed short-term legislation whose purpose was to continue these
carriers in status quo as supplemental carriers in spite of the court for a sufficient
time to permit the Board to reexamine the entire problem.

During all the period from 1945 to this date, there has been a consistent effort
by these carriers to expand their authorizations to earry passengers, mail. and
cargo, both domestically and internationally. Concurrently, there has been a
concerted effort by the operators holding trunkline certificates to foree back the
operations of the supplementals on the ground that their operations are duplica-
tions of the franchises granted to the trunk operators.

The competitive dispute between both classes of carriers has been extremely
difficult to solve, and economic data in support of both points of view has been
assembled and submitted to the Board in tremendous volume.

Thus, after nearly 16 years of struggling with this problem, the Board still
has before it a complex series of disputes relating to what should be the proper
status for a class of carriers whose existence will terminate when the short-term
legislation enacted in 1960 expires in March 1962,

For these reasons, the Board proposes to undertake a study to aid it in de-
veloping policies, procedures, and standards to guide it in acting upon matters
relating to the role of these carriers. The examination would include a study of
the role of these carriers in the field of charter carriage of private business, carriage
of individually ticketed shipments and passengers, contract carriage for the
Defense Department during fmacetinm and also during emergency mobilization,

and of the impact on scheduled as well as supplemental earriers of marking out
a segment of business for carriage by supplementals and of related issues.

The 1962 budget estimates also request $100,000 and 10 positions for Statistieal
and Research activities. This increase is necessary in support of the Board’s
work program for 1962 as follows:

Three additional positions are requested to provide analytical assistance in
formal route and rate proceedings to Board members and their assistants, hearing
examiners, and opinion writers—which must be performed by staff free of prior
involvement in such cases. The Board's program for 1962 provides for an in-
crease in the number of route cases placed into process as well as expediting rate
cases and other matters. This will increase materially the need for technical
assistance,

Two additional positions are requested to assist in improving the quality and
timeliness of periodic and special purpose statistical reports essential in the
day-to-day operations of the Board and its staff.

Two additional positions are requested in 1962 to process more adequately the
existing passenger origination-destination and traffie-flow surveys and to provide
for the anticipated inerease in passenger survey work.

Three additional positions are requested in 1962 for planning domestic and
international air cargo surveys.

There are clear indications that striking and unprecedented developments will
occur in air cargo during the next few years. These are expected to result, first,
from a great increase in the capacity offered by the airlines for the carriage of
cargo—which has already started; second, from the hoped-for reduction in ship-
ping rates to be made Possihlc by the substantially lower unit operating cost
promised by new “giant” all-cargo aircraft types now in production (and actually
on order) or in the planning stages; and, third, from the potentially significant
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reductions that are believed ean be made in total distribution costs (arising from
reduced inventory or pipeline costs, warehousing costs, crating costs, spoilage
costs, damage insurance costs, losses in transit, and transshipping costs).

Faced with the prospect of a potentially enormous inerease in air cargo volume,
it must be anticipated that air cargo 0. & D. data for both domestic and inter-
national operations will become as essential in the route and bilateral negotiation
work of the Board as air passenger 0. & D. data now are. The absence of O. & D.
information on commodity shipments by air was recently identified as a major
gap in transportation statistics in a statement prepared in the Bureau of the
Budget for the Lesinski Committee on Census and Government Statistics.

An air cargo O. & D. survey cannot be brought into being overnight. From
the start of serious planning, at least a full year would be necessary, working in
cooperation with the airlines, to develop and test the collection and processing
yrocedures (including electronic data processing). If planning started with the
})eginning of fiscal year 1962, the first survey data would not be available until
January 1963 or later. It is proposed, therefore, that the three additional posi-
tions be provided in 1962 for planning domestic and international air eargo
0. & D. surveys to be implemented in fiscal year 1963. TFor actual performance
of the surveys beginning in 1963, a further increase in staff for that year would
be necessary. However, the actual total staff needed for the air cargo O. & D
survevs will have to be determined after more detailed planning has been
completed.

The House report states that the committee ‘““is of the opinion that 20 positions
allocated to international activities are too many and can be reduced.” The
actual situation is that we are having difficulty keeping up with the work with
20 positions.

Work in the field of international operations is steadily inereasing in volume,
complexity, and importance. The foreign-flag carriers are providing a very sub-
stantial and constantly increasing degree of competition with U.8. carriers on all
principal international routes. A growing number of foreign governments have
shown a tendency to curb U.S. carrier operations in order to protect their own
airlines and in a desire to achieve more extensive and deeper penetration of the
U.8. market. This situation is becoming more acute with the introduction of
jets and affects not only international trunk operations of U.S. earriers but their
domestic operations as well.

In recognition of the increased importance and emphasis the Board is placing
on its activities for meeting the operating problems arising in the international
civil aviation field, the Board recently elevated its international staff fo the level
of a Bureau.

Since U.S. bilateral agreements and reciprocal or unilateral air rights govern
the international air operations of our U.S.-flag carriers almost entirely, the Civil
Aeronautics Board must be prepared at all times to advise the Department of
State on their negotiation and interpretation. Objectives for 1962 are (a) to
negotiate bilateral agreements with countries where heretofore none have existed,
(b) to renegotiate expired or denounced agreements to a mutually satisfactory
conclusion, (¢) to consult with the Department of State on matters of interpreta-
tion and operating problems arising in connection with existing agreements to
the end that U.S.-flag carriers receive roufe grants and operating rights which
are economically sound and consistent with reciprocal rights requested by foreign
countries, The workload in this area is expected to continue to increase signifi-
cantly and any reduction in this staff would seriously affect the Board’s work in
this important area of activity.

In addition the Board has the primary responsibility for the preparation of
U.S. positions for meetings of international hur{ivs such ag the International Civil
Aviation Organization (ICAQ), the European Civil Aviation Conference (ECAC),
and NATO Civil Aviation Planning Committee (CAPC). It also provides mem-
bers for U.S. delegations to such meetings. The Bureau of International Affairs
is the focal point in the Board for this work.

The Board believes that funds for both studies and the 10 positions for the
Research and Statistical activities are essential to effectively earry out the Board’s
1962 program and requests that full restoration of the House reduction be made,
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CIVIL AERONAUTICS BOARD
PAYMENTS TO AIR CARRIERS
(House hearings, pp. 706 to 837)

Page 5, line 22, of H.R. 7445 as reported to the House:

1961 appropriation $82, 500, 000
1962 budget estimate 81, 700, 000
1962 House allowanee. . _ ... _____ 74, 800, 000
Increase (+) or decrease (—) 1962 estimate over 1961

—7, 700, 000
—6, 900, 000
Restorationrequested . ______________________ -+ 6, 900, 000

AMENDMENTS REQUESTED

The Board requests the following amendments:

On page 6, line 2, strike out “$74,800,000”, and insert ““$81,700,000", and on
page 6, lines 2, 3, and 4, strike out “of which not to exceed $5 million shall be
available for subsidy for helicopter operations during the fiseal year,”.

HOUSE REPORT

“The bill includes $74,800,000 for payment of subsidies to local service, Alaskan
and helicopter air earriers, which provides $7,700,000 less than 1961 and $6,900,000
below the budget estimate. The Committee cautions the Board about certifving
more carriers in Alaska where the number should be consolidated instead of creat-
ing a new subsidy every time an additional one is certified. This is also the last
vear the Committee plans to recommend funds for subsidy for helicopter opera-
tions and the amount in 1962 for this purpose has been reduced from the $6,900,000
budget estimate to $5,000,000 and earmarked in the bill at not to exceed this
amount. The total amount of subsidy paid out since 1953 to the three helicopter
carriers receiving subsidy will be more than $36,000,000 including the reduced
amount included in the bill for 1962.”

The appropriation requested for “Payments to air earriers’ in 1962 is in the
total amount of $81,700,000 and reflects the Board’s estimate of the funds that
will be required to pay the carriers’ bills as they become due under rate orders
now in effect or expected to be in effect during the fiscal year 1962.

teview of these estimates indicates that they are as accurate as we can reason-
ably project at this time, taking into account the many variables involved. Our
review does not indicate any basis for downward adjustment of the estimated
appropriation requirements of $81,700,000.

With respeet to helicopter operations, the provision in the House bill limiting
to $5 million the portion of the appropriation which is to be available for payving
subsidy for helicopter operations during 1962, the Board is faced with a dilemma.

The Board was faced with a somewhat similar situation in 1955 when in the
course of consideration by the Congress of the estimate for “Payments to air
carriers” for 1955, question was raised as to the legal effect upon the Board’s
authority under section 406 of the act to fix and determine rates of compensation
for the transportation of mail, including need, of a limitation of the amount appro-
priated by the Congress for the payment of subsidy included in such rates. Asa
consequence, the Board submitted the matter to the Acting Comptroller General,
posing the following questions:

“(1) Under the existing provisions of section 406 of the Civil Aeronautics Act
of 1938, as amended, does the Civil Aeronautics Board have authority to deter-
mine the fair and reasonable rates of compensation for the transportation of mail
by aireraft for each carrier certified to carry mail, including the need of each
such carrier where such need is determined to exist within the meaning of section
406(b) without regard to whether there are, at the time of sueh determination,
appropriations available sufficient to cover the amounts which may become due
under the rates so fixed?

“(2) Under the existing provisions of section 406, does the amount of a carrier’s
need, i.e., subsidy, determined by the Board pursuant to section 406(b) and in
accordance with the standards therein set forth, constitute a valid legal claim
against the United States, regardless of whether there are, at the time of deter-
mination, appropriations available sufficient to cover the amounts which may
become due the carrier purguant to such determination?”’
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In reply, the Acting Comptroller General in opinion B-103841, dated October
6, 1954, advised in pertinent part as follows:

“The statutory direction that the Board fix and determine fair and reasonable
rates is independent of the direction that the Postmaster General pay such rates
for the transportation of mail by aireraft. The rates are not earned, and neither
the Postmaster General nor the Board incurs an obligation to pay them, until
mail has been transported. In other words, determination of rates is disassociated
not only from the function of payment but even from the incurrence of obligation.
Hence, I am of the view that the existence or nonexistence of appropriations does
not in any way restrict or interfere with the ratemaking duties of the Board.

“With respect to your second question, you express no doubt as to your author-
ity to satisfy proper claims for the subsidy portion of the fixed compensation, * * *
where appropriations have been made available. Whether, in the absence of
appropriations to satisfy them, those claims constitute valid legal obligations of
the United States is a hypothetical question, which involves a supposition that the
Congress will not appropriate funds adequate to cover the objeets in question.
This office has consistently declined to render decisions in such cases.”

The Board is not now prepared to say what action it will take under the limita-
tion imposed by the ll'fous.l_t bill. Notwithstanding the Acting Comptroller
General’s opinion that the ratemaking duties of the Board are not restricted,
the limitation would require serious study and consideration by the Board.
Obviously, however, the Board will not make payments to the helicopter carriers
in excess of whatever limitation the Congress may establish.

The Board believes that the helicopter operations it has certificated and the
subsidies expended for operations under those certificates have been in the public
interest. In this connection, there is attached a statement on helicopter opera-
tions in support of the current subsidy level for such operations.

The Board urges the Senate to delete the limiting language from the bill,

BTATEMENT RE HELICOPTER OPERATIONS

At the present time there are three earriers operating with helicopter (rotary
wing) aircraft which provide services in three major metropolitan areas, Los
Angeles, Chicago, and New York., These carriers have been in operation since
October 1, 1947, August 20, 1949, and October 15, 1952, respectively.

The helicopter carriers were certificated for three specific purposes: (1) To
expedite metropolitan mail deliveries to the central post office; (2) to assist in the
development of rotary-wing aireraft for national defense purposes; and (3) to
determine the feasibility of transportation of passengers, in addition to mail and
property, between the centers of cities or their airports to suburban and outlying
areas.

The services of these carriers have been utilized continuously by the Post Office
Department. The Department of Defense has recognized their contributions to
the development and operation of the military helicopter aircraft. Recently, it
has been estimated that the eash savings to military operators resulting from the
service experience of the scheduled helicopter carriers exceeds substantially the
entire subsidy already paid these operators. Whether or not the dollar estimate
is accurate, it is elear that the minimum savings to the military are substantial in
relation to the subsidy cost for the service. Apart from the military support for
the service, civil defense authorities have also testified in helicopter renewal cases
of the value of their services to civil defense, especially in the event of an
emergency.

In the New York Airways Renewal case, docket 8569, which was decided by the
Board on March 17, 1960, the Honorable F. H. Higgins, then Assistant Secretary
of the Army (Logistics), authorized putting into the record the following statement:

“l. New York Airways, along with other commerecial helicopter operations
employing aircraft incorporating components common with those utilized by the
Army (engines, clutches, transmissions, drive shafting, rotor hubs, blades, ete.),
has contributed materially to the overall development of these items in terms of
service life. The scheduled helicopter operation, with attendant high aireraft
utilization rate accumulates operating experience at a far greater rate than is
possible through normal Army peacetime operating experience.

“2. New York Airways has participated with the Army in providing training
to Army personnel under the industrial mobilization training program (phase B).
In addition to actual flight operations, these trainees are acquainted with other
aspects of helicopter service such as traffic management, accounting procedures,
ground handling methods, helicopter maintenance, ete.”
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In the Chicago Helicopler case, docket 6600, in which the Helicopter Air Service,
Inc., certificate was renewed, decided June 7, 1956, the Civil Defense Adminis-
tration is quoted in the opinion as stating:

“The Civil Defense Administration supports generally the helicopter service in
this area (Chicago) and maintains that the Board should give appropriate weight
to the value of such service for civil defense.”

All three helicopter carriers are now carrying passengers as well as property and
mail. New York Airways, Inc., commenced transportation of passengers in July
1953; Los Angeles Airways inaugurated passenger service in November 1954 .
Chicago started passenger service in November of 1956. In calendar year 1960,
these 3 helicopter carriers transported a total of 490,000 passengers, an increase
of 113 percent over calendar year 1958.

With the advent of jet service, transcontinental flights taking approximately
4% hours have little meaning if from 1 to 2 hours is required for the surface trans-
{)Or‘t.ut-iun upon departure or arrival of destination. There is inereased use of
relicopters by all classes of traffic for transfer between airports in the three com-
munities now serviced as well as transfer of passengers from the airports to the
outlying suburban ecommunitities.

The subsidy of these carriers stems from the faets:

(1) They had limited revenue from passenger operations due, in part, to equip-
ment limitations.

(2) They are still in an early stage of development and present aireraft have
high cost characteristics.

(3) The airlift type itself is in a highly transitional state.

An ultimate increase in revenue from the transportation of passengers is antici-
pated through the development of helicopter aircraft capable of carryving a greater
number of passengers at lower operating cost. The new twin turbine-powered
helicopters which will be introduced in 1961 will provide a seat increase of approxi-
mately 100 percent over the largest piston-engine types. It is projected that
these turbine-powered helicopters, carrying about 25 passengers, will have a direct
seat-mile operating cost of approximately 12 cents compared to the approximately
29 cents per seat-mile direct operating cost of reciprocating engine transport heli-
copters now in use commercially, the largest of which are within the 10- to 15-
passenger configuration. The Board announced in a press release, dated January

31, 1961, approval in principle of an application for Government gurantee of a
loan for five Boeing V-107 aireraft for New York Airways. Applications for
Government guarantee of loans to purchase Sikorsky S-61 aireraft by Chicago
Helicopter Airways and Los Angeles Airways are being processed.

On the basis of the forecasts and estimates submitted in the loan application
cases, it appears that for a full year of operations by all three carriers with turbine-
powered equipment, the subsidy bill would approximate the following:

Los Angeles
New York Airways

Total

Assuming that the three carriers place the turbine equipment into service on
or about the dates indicated in their loan guarantee applications, it appears that
the subsidy bill ior the fiseal year 1962 would aporoximate the $6,941,000 figure
budzeted by the Board for the fiscal year. However, as indicated in the total
mentioned above, for a full year of operations by all three earriers with turbine-
powered equipment, the bill is forecast at about $9,100,000.

While it i= hoped that the subsidy bill would decline from the $9,100,000
amount as experienced was gained by the three operators with the new type of
aircraft, particularly in view of the fact that these aireraft are capable of trans-
porting as much as 25 passengers at this time, it is impossible to predict with
certainty what the actual trend in the subsidy requirements may be. Only the
actual operating experience will prove the capabilities and the economies of
turbine-powered helicopters in commercial service. In any event, the reequip-
ment program is essential to permit continuation of the helicopter experiment
with the realizanle public benefits heretofore described.

Over and above the limited certificate authorizations, the Board has retained
jurisdiction over the carriage of passengers by authorizing these services on an
area basis. If the carrier desires to make a flight pattern chanse, it must be
obtained under the area exemption anthority with express Board approval. In
this way the Board has been able to screen any requests for additional service and
to avoid excessive service which might result in unwarranted subsidy.
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Should the Congress conclude that public benefits from the current helicopter
operations do not warrant any increase in present subsidy levels, the Board could
take appropriate steps to so curtail operations as to keep subsidy required within
these limits. However, this would preclude any extension of current service by
the three carriers and would require certain service and equipment contractions.
It would, of course, also inhibit the establishment of any new services such as those
for which applications are now being heard in the Washington, D.C., Helicopler
case, docket No. 11941,

The technical development of the helicopter is continuing, as noted above in
the discussion of the new turbine-powered helicopter. Prototypes are now flying
of the so-called STOL (short takeoff and landing) and the \'T(l}‘ (vertical takeoff
and landing) which may play an important part in air transportation in the future.

The Board believes that the certification of these three helicopter operations
in Los Angeles, Chicago, and New York has amply fulfilled their role in fostering
the development of air transportation, and that their operations have been and
will continue to be in the publie interest.

GENERAL STATEMENT

- anlamr Maanuson. We welcome all the other members of the
Joard.

For the purpose of the record, your 1961 appropriation was
$90,352,500. The first budget sent up in January was $90,650,000.
Then the amended budget added $100,000 to that, making it
$90,750,000. And the House allowed you $83,700,000, or minus
$6,652,500 from the year 1961 appropriation and minus $7,050,000
from the 1962 amended budget. And the restoration that you are
suggesting is $7,050,000.

You have a statement, Mr. Boyd, you would like to present to
the committee?

Mr. Boyp. Yes, sir.

Senator MaaNuson. All right; we will be glad to hear it.

Mr. Boyp. With your permission, I will read the statement.

Senator MAGNUsON. Yes.

RESTORATION REQUEST

Mr. Boyp. We appreciate very much this opportunity to appear
before the subcommittee today, Mr. Chairman and Senator Allott,
in support of the Board’s two separate appropriation requests for the
1962 fiscal year.

SALARIES AND EXPENSES

The first is a request for $9,050,000 for salaries and expenses. The
House of Representatives approved $8,900,000, a reduction of $150,000
from the estimate. We are requesting that this amount be restored.

DELETION OF LIMITATION ON HELICOPTER BUBSIDY

The second is a request for $81,700,000 for payments to air carriers
for subsidies. The House of Representatives approved $74,800,000,
a reduction of $6,900,000 from the estimate. We are also asking that
this reduction be restored. Also in connection with the appropriation
for payments to air carriers, the House has inserted language in the
bill limiting the amount of the appropriation available for subsidy for
helicopter operations during the fiscal vear 1962 to $5 million. We
are requesting that this language be deleted from the bill.
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We are gratified that the House approved funds for salaries and
expenses of the Board to support most of the Board’s programs for
the 1962 fiscal year. However, we believe that ours is an austere
budget, in that the funds we have requested are required to handle
our current workload and to begin a reduction of the gap between
our present workload and staff.

The Board has frequently been alluded to as the “smallest of the
regulatory agencies.” While this may be true in terms of staff, I
want to emphasize that neither the size nor importance of the com-
mercial air transportation industry with which the Board is concerned,
nor the magnitude of the Board’s responsibilities and workload is
small by any manner of measurement.

Unless you care for me to do so, I will not relate the number and
developments of carriers, but just submit that for the record.,

Senator Maenuson. All right, submit that for the record.

Mr. Boyp. And the growth of the carriers will also be submitted
for the record.

I would like to point out that the supersonic transport age is now
staring us in the face.

OPERATING STATISTICS FOR 1960

A look at the operating statisties for the 52 certificated carriers
other than supplementals—shows that during the year ended Decem-
ber 31, 1960, they:

Carried traffic totaling 5 billion revenue ton-miles;

Transported 58.6 million passengers for a total of 40 billion
revenue passenger-miles;

Transported cargo to the extent of 860 million ton-miles;

Provided regularly scheduled air transportation service to 969
communities, including about 250 in Alaska;

Operated a total of 2,036 aircraft to the extent of providing
capacity approximating 67 billion available seat-miles;

Had $2.3 billion invested, and employment totaling 164 thou-
sand ;

Conducted operations involving a total of $2,884 million in
revenue and $2,807 million in expenses;

Paid taxes totaling $104 million, of which $79 million went to
the Federal Government;

Collected $163 million in passenger transportation taxes which
were also turned over to the Federal Government.

The certificated industry with a $2.3 billion investment earned, for
the year ended December 31, 1960, an estimated $75,041,000 before
mterest, but after special items and taxes, or 3.22 percent on invest-
ment, and only 0.31 percent on operating revenue. Net income after
interest is estimated at $8,807,000. This is a problem—and a great
problem. It is the Board’s problem, since we are charged by law
‘with the responsibility for the encouragement and development of air
transportation, and to foster sound economic conditions in the
industry.

BOLUTIONS TO INDUSTRY PROBLEMS
It is not solely within the Board’s power to find solutions. The

airline industry, as a service industry, is responsive to business condi-
tions generally. However, the Board cannot cross its fingers and hope
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for improvement. It has an affirmative responsibility. The industry
will not and cannot wait. The Board cannot solve its problems simply
by processing the cases on its docket, although the cases must be
rocessed. It must not only meet the problems of today, but it must
ook ahead and plan to meet the problems of tomorrow.

BACKLOG OF UNCOMPLETED WORK

Although planning is one of the most urgent needs in the Board
today, the Board is at the same time faced with large accumulations
of uncompleted work. While the Board has been eriticized for shuffling
too many papers and for delays in its ease processing, virtually every-
thing the Board does is required by statute as are also the basic
procedures involved. Under the statutes, the Board must process
the applications and equivalent matters presented to it. It eannot
rid itsell of these matters by not taking action. Even dismissal of
matters itself takes staff time and must adhere to statutory procedures.

EXPEDITING WORK OF THE BOARD

Our estimates reflect a very optimistic forecast of expediting the
work of the Board through improved techniques and procedures,
many of which are in the planning stage and not yet fully defined.

In this connection, the Board is intensely involved in studies de-
signed to find work elements which, in whole or in part, can be
eliminated, suspended, or delayed without seriously impairing the
effectiveness of its programs and the carrying out of its responsibilities
to the Congress and to the public. Our efforts in this direction have

been on a continuing basis and have already produced imrm\-t-nwnls

including statutory changes, policy changes, additional delegations of
authority to the staff and procedural shorteuts.

OrganizatTional CHANGES

On March 3 of this year, the Board announced several organiza-
tional changes for improving procedures and expediting the Board’s
ever-increasing workload, and realining the functions of the economic
staff for more effective operation. The changes include:

The establishment of an overall planning office to aid the Board
in developing policies, both substantive and procedural, for meeting
the problems in the fast-changing air transportation field.

A realinement of economic functions, under a Bureau of Economic
Regulation, into a Rates Division for commercial rates and service
mail rates to recognize the growing importance of commercial rate
matters; a Subsidy Division responsible for subsidy rates and guar-
anteed loans and to concentrate on the promotional functions of the
Board in administering financial aids to local service and helicopter
carriers; and a Routes and Agreements Division to meet the urgent
need for more realistic and effective administration of all licensing
and earrier agreement activities:

The establishment of a new Bureau of International Affairs in line
with the increased importance and emphasis the Board is placing on
its activities for meeting the operating problems arising in the inter-
national civil aviation field. We must make every effort to assure

T1036—61——7
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that U.S.-flag carriers receive route grants and operating rights which
are economically sound and consistent with reciproeal rights requested
by foreign countries.

In addition, we have provided for a Special Assistant for Commu-
nity Relations to concentrate on such matters as adequacy of service
problems.

ImprovinGg StaTisTican Toons aAxp Dara ProcessiNg

Because of the great masses of statistical, economic, and operating
facts which the Board must process in connection with the economic
regulatory cases, a substantial effort is being directed toward improv-
ing the statistical tools and methods of processing this data.

Recent studies by a staff committee indicate that a substantial
amount of employee time is currently being used in the manual proces-

sing of factual material. 1In large part, the nature of the work per-
formed lends itself, ultimately to much more adequate and efficient
processing through modern electronic installations now available at a
price the Board can afford to pay.

In this connection, the estimates include an increase of $50,000 for
the performance of feasibility studies, systems development, addi-
tional programing, and outside technical assistance to provide for
conversion from present IBM puncheard equipment to an electronic
facility. Once this conversion has been accomplished, its ultimate
effect on overall Board productivity should be equivalent to a sub-
stantial increase in staff. We expect this program to begin paying
dividends commencing during the fiscal year 1963.

Hovse CommrrrEe REPORT

At this point, T would like to address myself to the House disallow-
ance of $100,000 for the Board’s statistical and research activities.

Senator MAGNuUson. Mr. Chair man, right there, the House com-
mittee in their report said, and I quote from page 4:

The Committee has not allowed funds to increase statistical reporting and is
of the opinion that 20 positions allocated to international activities are too many
and ean be reduced.

I am not quite clear whether there were 20 neople in international
activities or in the statistical division; or are they separate?

Mr. Boyp. These are separate.

Senator MAGNUsON. Separate?

Mr. Boyp. Yes, sir.

Senator Maavuson. In other words, the House is talking about
two things there?

Mr. Boyp. Yes, sir.

Senator Maanuson. One, statistical reporting, and the other, the
20 people in international activities?

Mr. Boyp. That is correct.

RESTORATION OF DISALLOWANCE FOR STATISTICAL AND RESEARCH
ACTIVITIES

The Board’s 1962 budget estimates presented its requirements in
terms of its most urgent needs for accomplishment of priority pro-
grams demanded by the Congress, the public and the industry. In
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this connection, it is important to understand that the interrelation-
ship of virtually every phase of the Board’s work is such that an in-
adequacy in one part of the Board’s organizational structure will
create a bottleneck and adversely affect other parts. It is essential
that balance in staff assignments must be maintained at all times and
be frequently adjusted. This is the premise on which the estimates
for 1962 were constructed.

Senator MaeNusox. Now, before we leave this $100,000, so that
we are clear, the first budget, the January budget, was $90,650,000
and the amended budget was $90,750,000." Is that the $100,000 you
are talking about?

Mr. Boyp. No, sir.

Senator MacNusoN. It is not. All right.

WORK UNDER STATISTICAL AND RESEARCH ACTIVITIES

Mr. Boyp. The work performed under the “Statistical and re-
search” activity includes providing basic statistical data needed to
carry out the Board’s regulatory functions, providing technical and
analytical assistance to the Board and its staff in rate and route pro-
ceedings, especially in decisional phases of those cases in which the
Administrative Procedure Act prohibits assistance by parties to
proceedings, making economic studies and forecasts needed by the
Board for daily operations and for anticipating the impact of future
developments, condueting an economic research program to improve
the understanding of economic characteristics of the air transport
industry, and evaluation of air transport and other economic trends
to keep the Board and staff informed of significant industry develop-
ments.

Our program for 1962 provides for a higher level of accomplishment
in the routes, rates, and other economic areas which, in turn, will re-
quire meeting the increased need for statistics and technical assistance
by the Board’s hearing examiners, opinion writers and other Board
staff. The Board, therefore, urges the committee to restore the
$100,000 House reduetion.

Senator Macyuson. Now, the $100,000 you are talking about there
is purely for the statistical work which you have been discussing?

Mr. Boyp. That is correct, sir.

Senator Magnuson. All right.

STUDIES PERFORMED ON CONTRACTUAL BASIS

Mr. Boyp. In carrying out its economic regulatory mission, there
continues to be an increasing and urgent need for the collection and
evaluation of data required to formulate policy determinations. In
this connection, the Board’s estimates include provision for establish-
ing a small planning staff and to augment the limited capabilities of
this small staff in accomplishing high priority studies by entering into
contracts with outside persons or firms. Specifically, for 1962 the
Board requested $100,000 for the conduct of two such studies, namely
“Adequacy of Service Standards” and “Role of Supplemental Air
Carriers.”

Senator AuLorr. At that point, Mr. Chairman, I would like to
inquire. We have steadily increased the personnel of CAB, I believe,
over the last few years. We have done this rimarily for one reason,
in order to facilitate the handling of the caseload over there.
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Now, with this situation, why is it necessary to farm out on a con-
tractual basis these studies with consultants? 1 would like to add,
before you answer this, that you and all the members of the Board
are sworn in, as well as your employees, and take an oath of office to
perform the duties of that office in conformity with the law.

You farm out a contractual study to people who are under no such
obligation and under no such compulsion. And neither you nor us
nor anyone else can determine what influences may come to bear on
the results which those people turn up with.

Now this is not limited to you alone, but the results of some of the
studies made on a contractual basis ought to cause any of us to start
looking at these things with a light and jaundiced eye.

Now I ask you, why is it necessary, with the increase in the person-
nel, to contract $50,000 or $100,000 worth of these projects out to
non-Government consultants?

INCREABES IN PERSONNEL

Mr. Boyp. Yes, sir. I can answer it very quickly this way,
Senator. The increases in personnel that have been authorized
by the Congress have been in the past purely and simply to enable the
Board to do the day-to-day work of the Board.

We have not had a planning function, as such, in the past. The
increases have been required because of the increased activity in the
field of our endeavor, which is in ecivil aviation.

I should point out in this connection that for many years the
Board was hllcd white because of an inability to get authorization for
the required number of auditors, on the one hand. I would also
like to point out that on the other hand, we have been “behind the
eight ball” from the word “go” on the number of safety people that
we should have, and the Congress has felt we should have, but has
never appropriated the money for.

AMOUNTS APPROPRIATED

In the last 2 or 3 years, Congress has evidenced——

Senator MacNuson. Let's stop right there.

I read the other day in the paper some private safety group talking
about air accidents and the conduct of the airlines, and they ended
up by saying that Congress had never appropriated enough money
for these people to operate.

Now, I have been on this committee a long, long time, and I do
not know of any time that we have not given you the amount of money
for your work that the budget has asked for.

Now, let’s not throw the ball at Congress in this respect because
I do not say that we have given you more, but it has been pretty close
to the budget amount in every case in all the years I have been here.

Mr. Boyp. Now let me say this-

Senator Maa~nuson. Now, this is not our problem, what you
fellows do down at the Budget.

Mr. Boyp. Well, that is very true.

Senator MacxusoN, And on many occasions, and you can look
back into these hearings, vou will find I have always asked the ques-
tion, “Do you need any more?"” when we get into this lag that we have
had—and I must say this Board has been picking up that quite a
bit—and they would not answer.
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Well, we are not about to give money that the Board does not
want, and we are not about to go over to the Budget, if they have
not made their case down there.

INVESTIGATION OF ACCIDENTSA

Mr. Boyp. I should make a distinetion, Mr. Chairman. The
point I had in mind was the fact that the Congress has placed the
responsibility for aceident investigation on the Board, and the Board
has never been able to acquire the funds to fulfill that responsibility.
And certainly I was not here, and I have not looked into the back-
rround of this public notice No. 13, which has placed the responsi-
tilil__\-' for investigating the bulk of the acecidents in general aviation
in the hands of the FAA.

Senator MacNusox. 1 just use that as an example. I understand
that problem because we did have that duplication and somewhat
of a conflict there between the FAA and the Board, which T hope is
working out, and we will get into that later.

Mr. Boyp. Yes, sir.

BACKLOGS

Senator Maeyuson. But if Congress has been conscious of one
thing, it is that we do not think it saves money to have a lot of backlog
of work in these independent agencies.

This is one of the basic things. The amount of money is small
compared to the effect upon the economy, say in the transport in-
dustry or any other industry of all these independent agencies.
And we have always tried to measure up to what we thought would
be reasonable progress in the publie’s business down there.

But I think, right or wrong, sometimes the problem has been with
the agencies themselves, who either have not convinced the Budget
or were not good enough advocates in front of the Budget.

Mr. Boyp. I think that is a very good point.

Senator Maeyuson. I am not speaking of any Republican or
Democratic budget. 1 have gone through them all and it is the same
story all the time,

Senator Arvvrorr. Just to continue, as long as we are off on this
diversionary thing, I have not had the experience of the chairman of
this subcommittee. I have served just 2% years on the Budget, but
in that time I think both the chairman and myself, as ranking minority
member, have placed a great deal of emphasis in every hearing of
which I have been a part upon providing the CAB with the personnel
to do the job, and have tried to appropriate the money that would
enable them to do it.

Now I would be very happy to get the answer to my question,

STUDIESE PERFORMED ON CONTRACTUAL BASIS

Mr. Boyp. Well, I was trying to point out, for whatever reason
the Board has for a number of years been “behind the eight ball,”
the number and the complexity, which is even more important, of
the matters before the Board has increased at a faster rate than the
personnel. The people that we have been able to get, that we have
sought, have been in the operating area rather than in the planning
area. Now we are more and more conscious of the need for overall
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planning and have, therefore, set up this small planning group which
will be comprised of three people. These people are going to have
to devote their time, Senator, to developing the outlines of studies to
be made by either outside sources or by other staff personnel.

Now on the two studies that we requested funds for, we do not have
the personnel available to undertake those studies and to get them
done within a reasonable period of time. Now this time is critical to
us in both of these fields.

Senator ALLorr. Mr., Chairman, let me ask you this question.
How do you figure that you can get a group of so-called consultants—
and I use this term advisedly “so-called consultants’—to do a job
the intricacies of which are known only by vour own staff?

Mr. Boyp. Well, of course, sir, the way do do that is we set forth
a very comprehensive statement in the outline of the study. And I
should say that there are a number of able research groups operating
in this country. We would be highly selective in the groups who
would be permitted to discuss contracting with us. And certainly
the Board would supervise the making of the study.

Senator Antorr. Now you arrive at the gist of what T am talking
about. For this group of consultants to make such a study, no matter
who they are—and I do not know who you have in mind, and I could
not put my finger on one so this is a wholly impersonal thing and
objective—whoever makes such a study would have to come back to
the Board in the original instance. You would first have to give a
great deal of thought to telling them what you wanted done. Then
the information upon which they would make the study would have
to be obtained from the Board, or its stafl, the very people who know
more about it. Then they could learn in maybe 2 or 3 years’ study,
and by the time you get through all you have done is had a consultant
or a group of consultants doing a job that could probably be done
better and with less effort within your own organization. And, more
than this, would have the advantage of having the people who know
about the problems doing the job.

Mr. Boyp. Well, sir, | am afraid we have a difference of opinion
on this subject.

Senator AvLorr. I am afraid we do.

ADEQUACY OF SERVICE STUDY

Mr. Boyp. Beecause in the first place I cannot agree with vour
premise that all the information the people would deal with is avail-
able at the Board. For example, this study on adequacy of service
is dealing in an area that is really virgin territory. In the past, as
a general proposition, the Board has handled questions of adequacy
of service through additional competitive authorizations. And I
think that we can take note of the fact that we have passed that
stage of development in the industry. Now we are dealing with
adequacy of service from a different point of view. That is, the
requirement under the statute that the service provided be reasonably
adequate for the needs of the public. And we cannot add competi-
tive service where a community is not getting adequate service today.
So we have to go at it from another side. And the problem we have
here is one of trying to develop objective standards so that the
publie, the industry, and the Board will be able to ascertain what is
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“adequate service”. Up to the present we have been unable to

develop such objective standards. And I do not think that the
Board is the sole repository of information that would lead to some
conclusions on this subject.

Senator Arrorr. You have selected one thing, the adequacy of
service. If you were really going to make a survey of adequacy of
service, and you had to make a survey of each and every town or
city which is now receiving air service, I do not think there would
be any end to such a study. Because the Chairman and myself
have just completed a project on the Alaskan Highway Rail Com-
mission, which took 3 years and covered a very limited, very limited,
comparative field. And I just cannot see how you could do this
with $50,000 or $100,000 or $1 million if you actually conducted a
survey.

Mr. Boyp. We are not trying to conduct a survey, If I gave you
that impression I am very sorry.

Senator Aruvorr. Well, not you, but——

Mr. Boyp. Nor anyone we would contract with. We are no
interested in a survey. We are interested in a study that would
develop, or attempt to develop, some factors that could be applied
objectively when the question of adequacy of service arises.

Senator Avvorr. How eould you do this without actually basing
it on a survey, which would be an essential ingredient of such a study?

Mr. Boyp. Certainly I think it would. But certainly an accepted
procedure is to use a sampling process, Senator.

Senator Arrorr. I just want to say the answer is responsive all
right, but it fails to convince me that this method should be employed
by the CAB.

Mr. Boyn. Well our feeling very simply is that on the bulk of
matters we leel studies need to be undertaken, we can undertake
them on our own, but we cannot undertake all of them. To under-
take all of the things that we feel are important and in the public
interest we either have to (@) enlarge our planning group, or (b)
contract out some of these things.

OnrcanizaTioNan CrAN GEB

Senator Arrorr. While we are on that same subject, just a couple
pages back in your testimony, on page 5 and going over onto page 6,
you name several groups that vou were talking about establishing
and realining the function of your staff. You start out with the
establishment of an overall planning office and so forth. Now what
would be the exact relationship of these groups to the Board itself?

Mr. Boyp. Of these groups mentioned on page 5 and page 6?

Senator Arrorr. Yes, sir.

Mr. Boyp. They are all part of the staff of the Civil Aeronautics
Board.

Senator Arrorr. So it is a regrouping and reshuffling of the staff
in an advisory eapacity to the Board?

Mr. Boyp. Well, not only advisory, but in the operating aspect.
On the basis of our own experience and on the basis of a report of
a study, made by McKinsey & Co. last vear, and we concluded we
-could operate more efficiently with a different, somewhat different,
organizational structure than had obtained in the past.
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Senator Arrorr. This is essentially a reorganization within your
staff, within your own

Mr. Boyp. That is absolutely correct, and with the addition of
the planning office and with the addition of the special assistant for
community relations.

DISCRIMINATION AGAINST CANADIAN LINES

Senator ArLorr. Now with respect with the next to the last item
in this ecategory on page 6, on international affairs, twice in discus-
sions with the Canadian parliamentary groups in the last 4 months,
in which T bave participated, the question of discrimination against
(Canadian lines has been brought up. I do not have the material
here to discuss it specifically, but it arises in this way, that it is often
impossible for those people to take one flight from Canada to here,
and yet one of the foreign lines can pick up and, for example, take
someone from Edmundston or Vancouver down to Los Angeles.
But they cannot take either an American or a Canadian flight direct
from Canada into cities in this country; they have to transfer. Has
this question ever been considered by this Board?

Mr. Boyp. Yes, sir. We have devoted a good deal of time, of
our 20 people in the International Affairs Division, working on this
Canadian problem. We are anticipating negotiations with the
Canadian aviation group of the Canadian Government very shortly.
I am not up to date on this matter, personally, but I can tell you, sir,
that a great deal of the discrimination that the Canadians talk about
depends altogether on the point of view.

When we start balancing economic rights between the two coun-
tries, I do not believe that we have been unfair to the Canadians.
And I would say, furthermore, that we are willing to trade routes and
traffic rights with the Canadians on any equitable basis. We have
been in the past and will continue to be so in the future.

Senator ArLort. You say that it is not unfair economically. Now
there are many factors, and I think you are confining this to the air
transportation field—your statement—are you not?

Mr. Boyp. Absolutely. Yes, sir.

Senator ALLorr. Well, this matter has come up, and it is a very
important, point with some members. T am sorry that I do not recall
the specific routes which were mentioned. However, several were
mentioned in talks and rather intensive sessions with them. And I
would hope that the Board would study this matter with the idea that
they feel very frankly that there are certain foreign lines which, as
the development has eome along, have an unfair competitive advan-
tage with them ,and perhaps with us.

And since Canada 1s, I believe, our biggest importer of U.S. goods,
and probably the strongest right arm, one of the strongest right arms,
we have in the world, I am very interested in this personally.

Mr. Boyp. I can assure you, Senator, that we have at the Civil
Aeronautics Board a great deal of respect and affection for the
Canadian aviation people and for Canadian aviation interest. We are
conscious of their friendship.

I would like to point out just one little factor, however, to show you
that the shoe can pinch on the other foot, too. We have had consider-
able difficulty with one of the Canadian carriers recently because we
had awarded a route to a Canadian carrier which we thought ran from
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Cleveland, Ohio, to Toronto, Canada. The first thing we knew this
route was from Cleveland, Ohio, to London, England. And the
Canadians did not. want to change this. It has been straightened out.
And I just want to point out that this thing works both ways.

Senator ALrLorr. | am sure of that.

Mr. Boyp. Wehave been in for some unpleasant surprises ourselves.
But we feel a great deal of friendship and sympathy for the Canadian
Government and the Canadian people.

Senator MaGNuson. I think maybe we all ought to go across the

hall to the State Department appropriations hearing and ask them
about it.

HOUSE STATEMENT

Mr. Boyp. Senator, all T can say is this at the Board we were
amazed, astounded, and anguished to see the statement in the House
committee report, that 20 people in the International Division seem
to be too many. We do not recall anything coming up in the hearing,
and I think we are prepared to show at any time the amount of work
these people turn out.

INTERNATIONAL APPLICATIONS

Senator MaaNuson. Now for the record let’s clear up here the
matter of international applications.

Mr. Boyp. Yes, sir.

Senator MaoNuson. First of all, they are in the hands of the
President?

Mr. Boyp. Yes, sir.

Senator MacNuson. Are you still called upon to make recommen-
dations to the President in the case of applications for international
routes?

Mr. Boyp. Yes, sir.

Senator MacNusoN. Who makes that study for you, these 20
people?

BUREAU OF INTERNATIONAL AFFAIRS

Mr. Boyp. Well actually at that stage of the game the work of the
Bureau of International Affairs has been long since done. Because
the recommendation we make in connection with route awards, in
connection with licenses, comes through a formal hearing proceeding
subsequent to the creation of a bilateral agreement. Now the bulk
of the work——

Senator Maaxuson. Well to what extent do you participate—let’s
take an application of a foreign carrier to, say, land now in Chicago
use that as an example—or Los Angeles, or Houston. The application
is filed through the normal, regular channels, that is, the State Depart-
ment. It is first given to the State Department, is it not?

Mr. Bovyp. Excuse me, sir, but is this a case where the foreign
country has been awarded traffic rights to this point?

Senator MaeNuson. No, it is a case where a foreign country work-
ing under an agreement that we have with a foreign country, an air
agreement, asking for a certain route.

Mr, Boyp. They do not have this route?

Senator MagNusoN. They do not have this route. Then they go
through the channels of the State Department and make application.
Then does it come to you?
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Mr. Boypn. Well, in that case what they do is apply for consulta-
tions. They have to have consultation.

Senator MaaNuson. Yes, apply for consultation. Do you sit in
on those consultations?

Mr. Boyp. Not only do we sit in, but at the time the notification
comes the consultations will be held—and this is a matter where
there is really no leverage under our bilateral agreements. If either
we or the other country requests a consultation, then such must be
held within 60 days. So when we get the notice, which we get from
the State Department, if consultations are sought, within the frame-
work of the consultation we state a position of the Board, which we
do after having made our own studies, after having consulted with
the industry and having a staff presentation to the Board.

COOPERATION OF STATE DEPARTMENT

Senator MacyusoN. Now you present that to the State Depart-
ment in the consultations?

Mr. Boyp. Prior to the consultations.

Senator MaeNuson. Prior to the consultations?

Mr. Boyp. Yes. And a U.S. Government position is developed
after we present these positions.

Senator MaeNuson. Yes. But the U.S. Government need not
necessarily be vour position?

Mr. Boyp. That 1s quite true; yes, sir.

Senator Maenuson. But the State Department then goes ahead
with the consultations—

Mr. Boyp. With the Civil Aeronautics Board.

Senator MaGNusoN (continuing). With the Civil Aeronautics
Board.

Mr. Boyp. Yes, sir.

Senator MaeNusoN. And then ultimately the matter is all sent to
the President’s desk where the decision is made?

Mr. Boyp. That is correet.

Senator MAcNUsoN. And that decision need not necessarily be the
position of the Board?

Mr. Boyp. That is correct. All negotiations are on referendum.

Senator Maenuson. Yes. So that haison you have with the State
Department is still in operation?

Mr. Boyp. Yes, sir.

Senator Maenvuson. Have you been eaught short, with the State
Department making a decision before you have a chance to present
yvour position?

Mr. Boyp. Well, Senator, T do not want to say that the situation
has happened where the State Department has made a decision
without us being aware of it, but I can say that decisions have been
made without the Board being consulted. I would not say that this
was done in the State Department.

Senator MaeNusoN. And our Senate committee has had an ex-
perience where the State Department has come up and told us they
are going to recommend a certain route, or certain right, and asked
us about it but they have already made up their minds before coming
up. In other words, they are just telling us about it later on.
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INFLUENCE OF BOARD

Now what I am trying to get at is whether or not you feel, and the
members of the Board, that the door has not been closed, or that the
CAB, which has the responsibility for the economics of our domestic
carriers and our international carriers, is in on the act so that their
influence is felt and their recommendation is given some authority.

Mr. Boyp. In the vast bulk of the cases the answer is “Yes, sir,
we are.”’

Senator MacNuson. Because we have been trading some horses for
rabbits in the past.

Mr. Boyp. Oceasionally we are not. Now I do not mean to infer
that all the good trades have been the result of the Board’s activities
and the bad ones we do not take any blame for,

Senator MacNuson. I think if the Board had not been in on some
of them there would have been more bad ones than there are. But
there were some the Board was not in on in the past.

Mr. Boyp. That is right.

Senator Maexusoxn. I mean, there might have been a pro forma
presentation by the Board, but their minds were all made up before
the Board got in there. But you feel that that sort of liaison is
existing now?

Mr. Boyp. Yes, sir. I know of no situation at the present time
where this is not in existence.

But I would like to just elaborate 1 more minute, sir, on our 20
people.

Senator MaGNuson. I was going to ask you about that. Now
those 20 people, their jobs are not in this particular field that we are
talking about, are they?

Mr. Boyp. Yes, sir.

Senator MagNuson. You call upon those 20 people to gather
information for you so that you can make a presentation?

Mr. Boyp., That is right. They did this work that we utilized in
connection with a very recent major negotiation. This is the whole
ball of wax that went into the negotiations. In addition to which,
at each of the negotiations we have one or more members of the staff
from this section present.

Now since the beginning of January 1 of this year we have had 11
negotiations. We have two going on at the moment. We have three
more coming up this month,

Senator Magyuson. What are the two about?

Mr. Bovp. Well, we have one with the United Kingdom involving
rates in the Caribbean area, and we have one with the Netherlands
Government involving traffic rights on the west coast, and questions
of interpretations, passengers, and frequencies.

Senator Magyuson. What are the three coming up?

Mr. Boyp. We have Peru, Canada—I am sorry, we have one with
Japan going on right now, too. I had forgotten about that one.

Senator Maaxuson. On the North Pacific route?

Mr. Boyp. Well the Japanese have a number of requests, Senator.

There is one more coming up, but I am sorry, I cannot relate it to
you at the moment, that we anticipate during the latter part of this
month,
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PRESSURE FROM GROWTH IN AIR TRANSPORTATION

Senator Maenuson. The point is with the growth, particularly
technological growth, in the field of air transport, and all the countries
getting into it, the pressure on this country, which is the prime source
of passenger revenue in the world, coming and going, becomes greater
and greater on the Board, and the responsibilities of the Board to
advise in this case?

Mr. Boyp. That is correct.

Senator MacNuson. And they are not getting less; they are getting
more and more. And the ability to evaluate it is becoming much more
difficult.

Mr. Boyp. In addition te which, whereas in the past we were deal-
ing primarily on a bilateral basis, now we find that for lack of a better
term we are having to deal with blocks of countries, particularly in the
development of restrictive practices.

We are having several countries grouping together, in concert, to
restrict our carriers, and this creates enormous problems for the
Board in trying to figure out how we shake these things loose.

Senator MacNuson. And in most cases you are dealing with govern-
ment-operated lines, rather than private?

Mr. Boyp. To a considerable extent; yes, sir.

Senator Magnuson. Not all of them, but to a considerable extent.
Which makes the economies of the situation a little more difficult.

Mr. Boyp. That is correct, sir.

POLICING AGREEMENTS

Senator MaanusoN. How does the Board police an agreement that
has been made as to whether it has been violated? 1 see this morning
in the paper that Pan American made some statement that the Dutch
had violated the agreement. How does that procedure work in the
Board? Does that go to these 20 people?

Mr. Boyp. Yes, sir. All of the spadework and a good deal of the
actual participation in negotiations is done through these 20 people.

And I must point out also that when we talk about 20 people, we
include all of the secretaries in the office, as well as the people who
are our primary specialists in foreign aviation affairs.

Senator MaGNusoN. Suppose country A makes application.
Whereas you have a big backlog on information down there on the
economy of domestic and foreign lines, American lines, you will have
to go into a new field on the economies involved in country A?

Mr. Boyp. Well, we do not have to really go into a new field,
because this is part of the work of the International Division, to
collate figures which are obtained through Board surveys, O. & D.
surveys, and TATA O. & D. surveys, or origin and destination surveys,
as well as traffic flow surveys, which we either make or we obtain.

Then we tally and analyse these figures.

RATE STRUCTURES

Senator Maenuson. What is the general situation as between
American and foreign international carriers on the ground rules on
rates?
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Mr. Boyp. Well, the vast bulk of the carriers in the world today
are members of TATA, International Air Transport Association, and
they have similar rates on each of three sections of the world.

The world is divided up into three tariff sections, and rates are set
we call these conferences—to be equal within each of these confer-
ences. Now, we have also a number of carriers who are not members
of the TATA and who do not comply or subseribe to the tariff strue-
tures which the IATA machinery |luls developed.

Senator MaaNuson. And isn’t it true that some of those countries
who are not members are making applications for routes in the United
States?

Mr. Boyp. Oh; yes, sir.  And some of them have routes already.
They have had them since immediately after World War 11.

I do want to just add one more thing, and I do not want you to
think that the International Division is the only one we have at the
Board. But they also handle a good bit of our relations with ICAO,
International Civil Aviation Organization, and the civil aspects of
aviation in regard to NATO, and other civil aviation regional organ-
izations such as an outfit known as ECAC, European Civil Aviation
Conference, and CRAC, in South America, the Civil Regional Aviation
Conference of South America.

COMPARABLE PERSONNEL IN STATE DEPARTMENT

So I want to say on the record, Mr. Chairman, that 20 people are
not too many, in our judgment, and we do not think there is anything
in anyone’s record to indicate that 20 people are too many.

Senator MaagNuson. Do you know how many people the State

Department have working on this?

Mr. Boyp. No, sir, I do not.

Senator Maaenuson. Would you say there would be 20?

Mr. Boyp. Honestly, I do not have any idea.

Senator MaeNuson. I think there would be more than that.

Mr. Boyp. But I think the Government, the public, gets a day’s
work for a day’s pay out of our International Division.

STATEMENT OF FUNCTIONS

Senator Auorr. Mr. Boyd, I was looking at your funectional
organization chart presented to us, and on international aviation
agreements, which comes here under “Bureau of Air Operations,” it
says——

Mr. Boyp. That has been changed. We made that separate.
This is one of the things that we changed. 4

Senator Auorr. But the funetional part of that recommends that
position be taken by the United States in negotiation and adminis-
tration of bilateral agreements concerning international aviation
activities, drafts and negotiation agreements, and consultation with
foreign governments with respect to the interpretation and application
of agreements.

Now, is this statement of functions of this section substantially
correct?

Mr. Boyp. That is essentially correet.

Senator Arrorr. Now, I asked you about this other beeause T think
we do have to take a very hard look at those people who are trying
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to help us. Not that I am anxious to give away anything we have,
but this matter has come up twice in 4 months, and T personally may
be ealling on you sometime within the next few months for some help
in drafting a factual statement to present to these people which will
support our position.

Unfortunately, we had no one in our group who had any basis for
being acquainted with this particular problem. I simply state to you
what they have stated.

Mr. Boyp. Yes, sir.

Senator ALLorr. I have no factual knowledge of the circumstances,
myself.

Mr. Boyn. We will be delighted to provide vou with a factual
statement of the situation at any time vou should seek it.

Senator Arrorr. All right; thank you.

SurPPLEMENTAL Air CARRIERs Stuby

Senator Maaxuson. Mr. Boyd, one of the studies suggested here
in your statement is the role of supplemental air carriers.

Mr. Boyp. Yes, sir.

Senator Macyuson. And the Board has requested $50,000 to study
this.

I note on page 724 of the House appropriation hearings you made
this statement, and I quote:

I do not think any of us can give you an answer today on what we think—

That is the role of supplemental—
it should be. T think we all perhaps have different ideas. We have to get some
legislation into the Congress very shortly on where we think these carriers should
wind up.

Now, the Board requested, and I introduced by request in May a
bill to amend the Federal Aviation Act of 1958 to provide for a class
of supplemental air carriers.

Now, I think we ought to clear up by questioning the introduction
of what is now S. 1969.

Have you decided where supplementals should wind up?

PROVISIONS OF LEGISLATION PROPOSED

Mr. Boyp. No, sir. This legislation would give the Board general
powers for the granting of certificates to a class of air carriers to be
designated supplemental air carriers. We have a great many unknown
quantities involved, as to what their role should be.

For example, with relation to domestic and international charter,
with relation to individually ticketed service, with relation to the
possibility of involving themselves in air freight to any extent, with
the question of what is in the public interest in the utilization of a
class of supplemental air carriers in terms of defense, how do these
people fit into the craft program, civil reserve air fleet, and what type
of operations are needed to support the type of aireraft that the
Defense Department feels it would need to utilize in the event of an
emergency?

Senator Macyuson. Well, I appreciate that there are many un-
knowns and many, many complex problems involved, but I was




INDEPENDENT OFFICES APPROPRIATIONS, 1962 109

trying to get some light on whether or not we should go ahead with
this bill before you complete this study, if you get the money to do
t—

Mr. Boyp. Yes, sir.

Senator Macnuson (econtinuing). Or wait until we get a little more
bearing on this whele situation?

Mr. Boyp. We think if this bill becomes law, Senator, it will give
us the flexibility to certificate these carriers in such a way as to

Senator Maanuson. Despite the fact you have not come to some
permanent conclusions about some phases of the problem?

Mr. Boyp. That is right. What we would anticipate is that a
study would be developed, and I ean tell you, sir, that we have already
done some work on the frame of reference that such a study should
take.

My anticipation is that we would have the study, and it would not
be conclusive, but would be recormmendations of conclusions which
would go into the docket of the case, which would lead to

Senator MacNuson. So passage of the bill won't affect this?

Mr. Boyp. That is right.

Senator Maanuvson. That is what I am trying to get at, because
it takes a little doing around here to pass bills, and we did not want
to devote time to pass the bill if we are going to change it after you
have had a study.

Mr. Boyp. No, sir; we see the bill and study as complementary to
each other.

AHORGANIZATION Pran No. 3

Senator MaaNuson. Now you mentioned also here your reorgani-
zation., There is a Reorganization Plan No. 3 submitted to the
Congress, on which Senator Monroney has held some hearings, and
I see that you testified, made a statement on this before the com-
mittee.

Is that correct?

Mr. Boyp. Yes, sir.

Senator MacnusoN. And generally speaking, the statement is in
favor of the plan?

Mr. Boyp. Yes, sir.

Senator Macnuson. Now, does that in any way affect some of the
things you talked about here, or, again, does that complement the
things vou talked about here?

Mr. Boyp. It complements. It affects only in the sense that,
assuming the plan becomes effective, we do feel that the Board will be
enabled to handle & number of matters, which now require the time
of Board members, with more dispatch because of delegated authority.
And I want to make it very clear what I am talking about,

DELEGATION OF AUTHORITY

What the Board has approved in principle is the delegating of
authority to act on matters where policy has been clear cut, is clear
cut, and has been made by the Board, It is not a question of passing
out responsibility to people who are employed by the Board but who
are not appointed by the President or confirmed by the Senate.

Senator Maayuson. Can you do that now?




110 INDEPENDENT OFFICES APPROPRIATIONS, 1062

STATUTORY AUTHORITY

Mr. Boyp. We have no statutory authority expressly for that.

Senator Magnuson. You were—you would need a reorganization
plan to do this?

Mr. Boyp. Yes, sir.

Senator MaeNusoN. Am I to understand that?

Mr. Boyp. Yes, sir.

Senator MaGNUsoN. And you are very clear, the Board is, that you
are merely delegating some workloads here rather than delegating a
policy?

Mr. Boyp. That is absolutely correct, Senator. And there is no
question in our mind about this. I do not think there need be any
concern about the possibility of the Board delegating its responsibilities.

I should say, sir, that the five Board members are more and more
conscious of the need to devote time to general policy questions, rather
than dealing with single-shot routine cases.

Now, at the present, approximately two-thirds of our time, at the
Board level, is taken up in dealing with litigated cases. A good many
of these cases have factual problems only in them. The policies are
clear cut in many of these cases.

Now, I do not mean in all these cases they are, and T do not mean
the Board would delegate authority to handle all these cases, but cases,
for example, foreign air carrier cases where a bilateral agreement has
been executed-

Senator MaGyuson. Where the policy has been stated, then you
get down to some questions of fact.

Mr. Bovyp. That is right, sir.

Senator MagNusoN. And where you ean delegate that to the
examiner, or whatever you want to call him, to make recommenda-
tions to you based upon some questions of fact, this would relieve your
workload a great deal, wouldn’t it?

Mr. Boyp. Yes, sir.

Senator Macxuson. I am talking about the Board members’ work-
load.

Mr. Boyp. That is right.

Senator MAGNUSsON. l:\’t)l. the people. You are going to have more
of that,

Mr. Boyp. That is right.

Senator MagNusoNn. But it would relieve that.

EXAMINER PERSONNEL

Now, again let me ask the question, do you have enough examiners?

Mr. Boyp. Yes, sir.

Senator Maaxuson. You do?

Mr. Boyp. Yes, sir.

Our limitations, our personnel limitations, are not in the class of
examiner; they are in the Bureau of Economic Regulation and in the
Office of Carrier Accounts and Statistics.

NEED FOR STATISTICS

Senator MaaNusoN. You do not want to get too bogged down with
too many statistics.




INDEPENDENT OFFICES APPROPRIATIONS, 1062 111

Mr. Boyp. No, sir; we do not want to get bogged down with too
many statistics, but I will have to say that these are the tools we
work with,

Senator MacNuson. It gets down to this: If every Member of the
Senate had to read everything that is printed, or even the Congres-
sional Record every day, you just would not have time to do anything
else. And yet there are facts and statisties and things that need to
be put together. And this is the sort of thing you are talking about.

Mr. Boyp. That is right. And this is the limiting factor on the
speed with which we can move the cases through.

ELAPSED TIME FROM HEARING TO l“.X.\,\l[.\'Hltlﬁ DECISION

Senator MacNusoN. Now, what is the average time it takes an
examiner to write a recommendation to the Board after he has heard
the case. Have you those figures?

Mr. Boyp. Let me ask our chief examiner,

This is our Chief Examiner, Mr. Brown, who can give you these
figures.

The averages are not very important, Mr. Chairman, because when
you take the Southern Line-Continental case on the one hand and a
case involving suspension of service at Peoria on another

Senator Maayuson. I understand there are some cases more in-
volved and bigger, but what is the average? This is what we would
like to know. We know the average of some of the other agencies.
I hope the CAB is not that far behind.

Mr. Boyp. 1 have a statement here, sir, which was prepared in
May. In enforcement cases, the average time is 6 months. In
agreements on interlocking relationships, 40 days. On merger cases,
3 months. On foreign air permit cases, 1 month. On adequacy-of-
service investigations, 9 months, On area investigations and major
route cases, 15 months.

Other route cases, those that involve renewals, extensions, amend-
ments, et cetera, 6 months. Commercial rate investigations, 4
months.

Senator MaaNusoN. What do you mean? That is not passenger
rates, commercial rates, is it?

Mr. Boyp. Commercial rate investigations. Well, that would
comprehend passenger rates.

Senator Maanuson, Four months?

Mr. Boyp. I think it would.

Well, you see, sir, we have a great many cargo rates that would
tend to bring the average down, and specialized rates such as——

Senator MaGNusoN. But a passenger rate case is not going to take
much longer?

Mr. Boyp. But general industrywide rate cases: yes, sir, But
when you are dealing with single-shot cases such as excursion fares,
for example

IMPROVEMENT IN TIME ELEMENT

Senator MagNusoN. Are these figures better than they were last
year, or the year before, or the year before that as to the time element?

Mr. Boyp. Yes, sir; they are improving. The general time is
improving.

71036—61——8
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Now, whether in each category we have an improvement, I do not
know.

Senator Maacyuson. Because there is no use in us talking about
people and reorganization plans and more money and studies or
anything else unless we are making some improvement in this network
down here, this spider web of individual agencies, what I like to call
regulatory legs.

Mr. Boyp. In the last ealendar year, Mr. Chairman, 1 believe we
brought the total time from application to final Board order in major
route cases down by 4 months.

Senator Maenuson. So you say we are making some progress?

Mr. Boyp. Absolutely.

Senator Maenuson. And this reorganization will help,

Mr. Boyp, Yes, sir.

Senator MagNuson. Your own voluntary reorganization, of which
you have stated some phases here, will help.

So that we will try to get somewhere close up to date.

COMPLEXITY OF CASES

Mr. Boyp. Yes, sir. T do want to add this caveat, though, that
we are never going to be able to handle the cases the way you can buy
a package of cigarettes out of a vending machine.

The matters with which we deal are highly complex, and we have
grave questions of due process of law involved in many of them,

Senator Magynuson. I understand the CAB lawyers take care of a
lot of that for you,

Mr. Boyp. 1 think the industry lawyers are very helpful in that,
too, Senator,

Senator Maenuson. Both the CAB and industry lawyers are very
helpful in that procedure. But the judge has to make a decision
sooner or later, and I always find the quicker you make it, the better.

Mr. Boyp. I think I ean assure you, if you will just watch our
dust, you will see we are making decisions pretty fast when the cases
get to us. ‘

Senator Maag~xuson. All right,

Senator Allott,

BUPPLEMENTAL AIR CARRIER LEGISLATION

Senator Avrorr. I would like to get one thing cleared up in my
mind.

Now, as I understand it, the CAB is supporting 1969 to settle the
supplemental carrier question?

Mr. Boyp. Yes, sir.

Well, we do not say that will settle the question,

Senator Arnorr. Well, to attempt to settle it.

Mr. Boyp. Yes, sir. It will give the supplemental a lease on life,
and we can figure out where they fit within the family later on.

Senator AvLorr. Now, I understand that you have a docket over
there—I think the number is 5132——

Mr. Boyp. Yes, sir.

Senator Avrorr. Now, is the position that the Board has taken the
result of information gained in this docket, a study of this docket over
several vears’ time?
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Mr. Boyp. Well, T frankly do not know how to answer that ques-
tion, Senator. That docket started vears ago and was over at the
White House for several years, and then was sent back to the Board
last January, I believe. I have not been invelved in it, and 1 do not
know whether that is the case.

But I would say probably that is, that the domestic phase of it
was as a result of the testimony and exhibits and findings in the do-
mestic phase of that case.

Senator ALLorr. You are going to go to subsidies later?

REORGANIZATION PLAN NO. 3

Senator MacNuson. Yes, I think maybe we ought to proceed with
the rest of your statement here, Mr. Boyd.

I did want to ask one question:

In your testimony on the reorganization plan, I had difficulty with
part of your statement—delegations to employee boards would be
used with caution,

Mr. Boyp. Yes, sir.

Senator Maayuson. That is what you were speaking about,
generally?

Mr. Boyp. Yes,sir. But the point I was making there, Senator——

Senator Maanuson. What do you mean by “boards’?

Mr. Boyp. Under the reorganization plan, it would be possible to
set up a board.

Senator MaGNusoN. I see what you mean. Composed of, say,
sworn employees——

Mr. Boyp. That is right.

Senator Macnuson. To go into a certain case?

Mr. Boyp. Yes, sir.

Senator MaGgNuson. You can delegate that?

Mr. Boyp. That is right.

Senator MaaxusoN. But they would technically be constituted as
a board?

Mr. Boyp. That is correct.

Senator Maanuson. I see.

Mr. Boyp. And the point I was making is that we would be very
slow in moving into that area, because constituting top staff employees
in the Board might have an adverse effect, rather than a good one.

Senator MaGyusox. All right; go ahead with the rest of your state-
ment here.

Mr. Boyp. All right, sir.

I think we have covered the international section pretty well. If
it is all right with you, I will start over at the bottom of page 10 on
safety.

Senator Maeyuson. All right. We will place the statement in the
record in full.

(The statement referred to follows:)

Mr. Chairman and members of the committee, I appreciate this opportunity
to appear before you today in support of the Civil Aeronautics Board’s two sep-
arate appropriation requests for the 1962 fiscal vear.

The first is a request for $9,050,000 for salaries and expenses. The House of

Representatives approved $8,900,000, a reduction of $150,000 from the estimate.
We are requesting that this amount be restored.
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The second is a request for $§81,700,000 for payments to air carriers for subsidies.
The House of Representatives n])pmvcd $74,800,000, a reduction of $6,900,000
from the estimate. We are also asking that thm reduction be restored. .\Iso in
connection with the appropriation for payments to air carriers, the House has
inserted language in the bi{l limiting the amount of the appropriation available
for subsidy for helicopter operations during the fiscal year 1962 to $5 million.
We are requesting that this language be deleted from the bill.

We are gratified that the House-approved funds for salaries and expenses of the
Board to support most of the Board’s programs for the 1962 fiscal year. However,
we believe that ours is an austere budget, in that the funds we have requested
are required to handle our eurrent workload and to begin a reduction of the gap
between our present workload and staff.

The Board has frequently been alluded to as the “smallest of the regulatory
agencies.” While this may be true in terms of size of staff, I want to emphasize
that neither the size nor importance of the commereial air transportation industry
with which the Board is concerned, nor the magnitude of the Board's responsi-
bilities and workload, is small by any manner of measurement,

The present system of certificated air carriers, operating on regular schedules
over regular routes, consists of—

Eleven domestie trunk carriers;

Thirteen local service carriers in the eontinental United States:

Two loeal serviee carriers in Hawaii;

Ten Alaskan carriers;

Three helicopter carriers;

Four all-cargo carriers;

One carrier that operates primarily between the United States and Puerto
Rico; and

Two other small carriers.

In addition, there are five American flag carriers which operate internationally
but which fly no routes within the United States (except Alaska and IHawaii).
There are also 35 supplemental carriers.

Until about 10 years ago virtually the entire industry was subsidized, piston
equipment set the pace, railroads and buses each carried more intercity passenger
traffic than air in this country. Ships carried as much of the transocean traffic
as air. At the same time, U.S. flag carriers carried an overwhelming percentage
of international traffic touching this country. Airfreight was a gleam in the
dreamer's eyes, Local-serviee earriers were still a new and temporary experiment
wurhlm, on a shoestring.

It is a gross understateinent to say that things have changed., The growth of
the air transport industry has been phenomenal. By way of illustration, at the
end of the Second World War—28 vears after the start of scheduled airmail
service in 1918—the commergial air transport industry had progressed to a point
where in 1945 it was operating 2-engine, 20 to 25 passenger aireraft at speeds
approachinz 175 miles per hour.

During the next 12 yvears—-1946 through 1957—the carriers made further tre-
mendous progress. In 1957, thev were operating 4-eéngine, 60 to 100 passenger
aircraft at speeds slichtly over 350 miles per hour. Also, during this period all
hut two of the domestie trunkline and international carricrs became self-sufficient
and no longer requires subsidy.

Now, in the short period of about 5 vears—-1958 through 1962—the industry
will have eomverted to the radically different turbine-engine aircraft, earrying
150 or more passengers at speeds in the area of 600 miles per hour.

Already, the supersonic transport age is staring us in the face.

A look at the operating statistics for the 52 certificated carriers (other than
supplementals) shows that during the year ended Decemper 31, 1960, they—

Carried traffic totaling 5 billion revenue ton-miles;

Transported 58.6 million passengers for a total of 40 billion revenue pas-
geneer miles;

Transported cargo to the extent of 860 million ton-miles;

Provided regularly scheduled air transportation service to 969 communities,
including about 250 in .‘\lll.‘_\k!l:

t’)pvr wted u total of 2,036 aireraft to the extent of providing eapaeity ap-
proximating 67 billion available seat miles;

Had $2.3 billion inyested, and employ mvm totaling 161,000,

Conducted operations involving a total of $2,884 million in revenue and
$2,807 million in expenses;

Paid taxes totaling $104 million, of which $79 million went to the Federal
Government; and
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Jolleeted 3163 million in passencer transportation taxes which were also
turned over to the Federal Go sernment.

The certificated industry with a $2.3 billion investment, earned for the year
ended December 31, 1960, an estimated $75,041,000 before interest, but after
special items and taxes, or 3.22 percent on investment, and only 0.31 [’wrt-uut on
operating revenue. Net income after interest is estimated at $8, 807,000, This
is a problem—and a great problem. It is the Board’s problem, since we are
charged by law with the responsibility for the encouragement and development of
air transportation, and to foster sound economiec conditions in the industry.

It is not solely within the Board's power to find solutions. The airline industry
asa “‘service industry’’ is responsive to business conditions generally. However, the
Board cannot ecross its fingers and hope for improvement. It has an affirmative
respoasibility. The industry will not and cannot wait. The Board cannot solve
its problems simply by processing the cases on its docket, although the cases must
be processed. It must not only meet the problems of today, but it must look
ahead and plan to meet the problems of tomorrow.

Although planning is one of the most urgent needs in the Board today, the
Board is at the same time faced with large acenmulations of uncompleted work.
While the Board has been criticized for shuffling too many papers and for delays
in its case processing, virtually everything the Board does'is required by statute
as are also the basic procedures involved. Under the statutes the Board must
process the applications and equivalent matters presented to it. It eannot rid
itself of these matters by not taking action. Even dismissal of matters takes
stafl time and must adhere to statutory procedures.

Our estimates reflect a very optimistic forecast of expediting the work of the
Board through improved techniques and procedures, many of which are in the
planning stage and not vet fully defined.

In this eonnection, the Board is intensely involved in studies designed to find
work elements which, in whole or in part, ean be eliminated, suspended, or delayed
without seriously impairing the effectiveness of its programs and the earrying
out of its responsibilities to the Congress and to the public. Our efforts in this
direction have been on a continuing basis and have already produced improve-
ments including statutory changes, policy changes, additional delegations of
authority to the staff and procedural shorteuts.

On March 3, 1961, the Board announced several organizational changes for
improving prm-l-durr-s and expediting the Board’s ever increasing workload, and
realines the functions of the economic staff for more effective operation. The
changes include:

The establishment of an overall planning office to aid the Board in developing
policies, both substantive and procedural, for meeting the problems in the fast-
changing air transportation field.

A realinement of economie functions, under a Bureau of Economic Regulation,
into a Rates Division for commercial rates and service mail rates to recognize
the growing importance of commercial rate matters; a Subsidy Division respon-
sible for subsidy rates and guaranteed loans and to concentrate on the promotional
funetions of the Board in administering finaneial aids to local service and helicopter
carriers: and a Routes and Agreements Division to meet the urgent need for more
realistic and effective administration of all licensing and carrier agreement ac-
tivities.

The establishment of a new Bureau of International Affairs in line with the
inereased importance and emphasis the Board is placing on its activities for
meeting the operating problems arising in lhf' international civil aviation field.
We must make every effort to assure that U.S.-flag earriers receive route grants
and operating rights which are economically sound and consistent with reciprocal
rights requested by foreign countries.

In addition, we have provided for a Speeial Assistant for Community Relations
to concentrate on such matters as adequacy of service problems.

Because of the great masses of statistical, economic, and operating facts which
the Board must process in connection with the economic regulatory cases, a sub-
stantial effort is being directed toward improving the statistical tools and methods
of proecessing this data.

Recent studies by a staff committee indieate that a substantial amount of
employee time is (‘urrontl\' being used in the manual processing of factual ma-
terial. In large part, the nature of the work performed lends itself, ultimately
to much more adequate and efficient processing through modern electronic in-
stallations now available at a price the l]‘l(mrd can afford to pay. In this connec-
tion, the estimates include an increase of $50,000 for the performance of feasibility
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studies, systems development, additional programing and outside technical as-
sistance to prepare for conversion from present IBM puncheard eq’uipm-‘m to an
electronie facility. Onece this conversion has been accomplished, its ultimate
effect on overall Board productivity should be equivalent to a substantial increase
in staff. We expect this program to begin paying dividends commencing during
the fiscal vear 1963.

At this point T would like to address myself to the House disallowance of
$100,000 for the Board’s statistical and research activities. The Board's 1062
budget estimates presented its requirements in terms of its most urgent needs for
accomplishment of priority programs demanded by the Congress, the public and
the industry. In this connection, it is important to understand that the inter-
relationship of virtually every phase of the Board’s work is such that an in-
adequacy in one part of the Board’s organizational structure will create a “bottle-
neck” and adversely affect other parts. It is essential that balance in staff
assignments must be maintained at all times and be frequently adjusted. This is
the premise on which the estimates for 1962 were constructed.,

The work performed under the “Statistieal and research” activity includes
providing basic statistical data needed to carry out the Board’s regulatory fune-
tions, providing technical and analytical assistance to the Board and its staff in
rate and route proceedings, especially in decisional phases of those cases in which
the Administrative Procedure Act prohibits assistance by parties to proceedings,
making economic studies and forecasts needed by the Board for daily operations
and for anticipating the impact of future developments, condueting an economic
research program to improve the understanding of economie characteristics of
the air transport industry, and evaluation of air transport and other economic
trends to keep the Board and staff informed of signifieant industry developments.

Our program for 1962 provides for a higher level of accomplishment in the
routes, rates, and other economic areas which, in turn, will require meeting the
increased need for stalistics and technical assistance by the Board's hearing
examiners, opinion writers, and other Board staff. The Board, therefore, urges
the committee to restore the $100,000 House reduction.

In earrying out its economiec regulatory mission, there continues to be an
increasing and urgent need for the collection and evaluation of data required to
formulate policy determinations. In this connection, the Board’s estimates in-
clude provision for establishing a small planning stafl and fo augment the limited
capabilities of this small staff in accomplishing high priority studies by entering
into contracts with outside persons or firms. Specifically, for 1962 the Board
requested $100,000 for the conduct of two such studies, namely, “Adequacy of
Service Standards” and “Role of Supplemental Air Carriers.”

The changing character of the equipment used in the air today is causing
marked dislocation in traveling patterns and habits, both in loeal and trunk
markets. Cifies accustomed to the best in trunk and local air transportation
vesterday suddenly find themselves being abandoned by the trunks. Adequacy
of service investigations—and experimental efforts to improve service that appear
to be the only logical remedy available out of those investigations—are hardly a
palatable remedy when load factors are low and deelining. Thus, we must find
a way to work with cities and carriers in some forum other than the adversary
hearing, to develop standards for adequacy—standards that will provide service
that is truly needed at reasonable costs to the airlines.

Immediately following World War 11, the Board, by exemption, granted certain
limited authorizations to carry passengers and cargo to cerfain carriers who
became known as irregular carriers. A case, known as the Large Irregular case,
involving these carriers was partially decided in 1955 and, finally, in 1958. Cer-
tain of the irregular carriers were certificated for certain types of operations and
became known as supplemental carriers. In 1059, the U.S. Cireuit Court of
Appeals decided that in granting these certificates the Board had exceeded its
authority and had the effect of invalidating the supplemental certificates, In
1960, the Congress passed short<term legislation to continue these earriers in
status quo for a sufficient time to permit the Board to reexamine the entire prob-
lem. Thus, after nearly 16 years of struggling with this problem the Board
still has before it a series of disputes relating to what should be the proper status
for a class of carriers whose existence will terminate with the short-term legisla-
tion enacted in 1960 which expires on March 14, 1962. The Board is sponsoring
legislation to clarify its duthority to issue certificates for supplemental air services.
For these reasons, the Board proposes to undertake a study to aid it in developing
policies, procedures, and standards to guide it in acting upon matters relating
to the role of these carriers,
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In its report, the House Appropriations Committee indicated that it was of
the opinion that the 20 positions alloeated to international activities could be
reduced. Work in the field of international operations is steadily inereasing in
volume, complexity, and importance. The foreign-flag carriers are providing a
very substantial and constantly increasing degree of competition with U.S. ear-
riers on all prineipal international routes. A growing number of foreign govern-
ments have shown a tendency to curb U.S. carrier operations in order to protect
their own airlines and in a desire to achieve more extensive and deeper penetra-
tion of the U.S. market. This situation is becoming more acute with the intro-
duction of jets and affects not only international trunk operations of U.S. carriers
but their domestic operations as well.

More and more foreign airlines are planning expanded operations, not just for
next summer’s competition, but for 1962, for 1963, and even beyond that. U.S.
carriers, their employees and our Government are concerned about U.S. earrier
earnings and their declining share of the world market. We must begin now to
rethink U.S. policy toward route exchanges and eapacity and to rethink it in
terms of all the economic and foreign relations problems that bear on aviation
policy, or the succeeding years will bring more acute, more difficult clashes be-
tween U.S. and foreign interests. In recognition of the exireme importance of
our responsibilities in international air-operation activities, the Board elevated its
international staff to the Bureau level. The workload in this area is expected to
increase substantially and any reduction in the international staff would seriously
hamper the Board's activities.

The Board's safety program for 1962 anticipates an increase in the number of
field investigations coincident with a projected 5-percent increase in the number
of aireraft accidents; a substantial increase in expenditure of staff effort required
to investigate accidents involving late series of commercial jet aireraft, reduction
in the accumulation of incomplete accident reports, and expansion of accident
prevention activities,

During the past several years, the demands upon the Board and its staff in the
field of accident investigation have been greater than at any time in the Board’s
history. We are constantly striving to improve our organization and procedures.
However, we find ourselves in a position of wanting to do more to enhance safety
than our resources will permit us to accomplish, During 1960 alone, Board per-
sonnel assigned to accident investigation work contributed approximately 20,000
hours of uncompensated overtime. The budget estimates provide for 45 new
safety positions for fiscal 1962, of which 36 would be technical positions. The
increase approved by the House for safety activities will help to reduce the back-
log of accident reports and greatly assist the Board in its safety functions.

With respect to “Payments to Air Carriers,” the Board requested an appro-
priation of $81,700,000 for 1962, Review of these estimates indicate that they
are still as sccurate as we can reasonably project at this time, taking into account
the many variables involved. Our review does not indicate any basis for down-
ward adjustment in the $81,700,000 requested.

With respeet to the limitation which the House bill would impose on subsidy
payments for helicopter operations, we have submitted a statement covering the
1elicopter operations in considerable detail. I would like to mention a few of the
high points here.

The helicopter carriers were certificated for three specific purposes: (1) To
expedite metropolitan mail deliveries to the central post office; (2) to assist in the
development of rotary wing aireraft for national defense purposes, and (3) to
determine the feasibility of transportation of passengers, in addition to mail and
property, between the centers of cities or their airports to suburban and outlying
areas.

The services of these carriers have been utilized continuously by the Post Office
Department. The Department of Defense has recognized their contributions
to the development of the military helicopter aireraft. Civil Defense authorities
have testified in helicopter renewal cases of the value of their services to eivil
defense, especially in the event of an emergency.

The subsidy of these ecarriers stems from the facts:

1. They had limited revenue from passenger operations due largely to
equipment limitations.

2. They are still in a relatively early stage of development and present
aireraft have high cost characteristics.

3. The aireraft type itself is in a highly transitional state.

Our estimate of subsidy for the helicopter carriers represents a judgment. Tt
is based on the concept that the twin-turbine equipment now on order by the




118 INDEPENDENT OFFICES APPROPRIATIONS, 1062

existing carriers will initially bring about an increase in subsidy due to the mainte-
nance “learning curve,” the relatively high cost of such equipment, and the drop
in load factors which would accompany the introduction of equipment of greatly
increased capacity. However, the increase in load factors in subsequent periods
and familiarization with equipment will bring about a gradual reduction in
subsidy. The subsidy estimate does not contemplate the certification of any new
carriers, although there are some 80-odd applications for certificate authority on
the Board’s docket.

The Board believes that the helicopter operations it has certificated and the
subsidies expended for operations under those certificates have been in the public
interest. It urges the Senate to delete the limiting language from the bill.

That completes my statement, and I will attempt to answer any questions you
may have.

SAFETY PROGRAM

Mr. Boyp. The Board’s safety program for 1962 anticipates an
increase in the number of field investigations coincident with a
projected 5-percent increase in the number of aireraft accidents; a
substantial increase in expenditure of staff effort required to investi-
gate accidents involving late series of commercial jet aireraft; redue-
tion in the accumulation of incomplete accident reports; and expansion
of accident-prevention activities.

During the past several years, the demands upon the Board and its
staff in the field of accident investigation have been much greater than
at any time in the Board’s history. We are constantly striving to
improve our organization and procedures.

However, we find ourselves in a position of wanting to do more to
enhance safety than our resources willl permit us to accomplish. During
1960 alone, Board personnel assigned to accident-investigation work
contributed approximately 20,000 hours of uncompensated overtime.
The budget estimates provide for 45 new safety positions for fiscal
1962, of which 36 would be technical positions. The increase approved
by the House for safety activities will help to reduce the backlog of
accident reports and greatly assist the Board in its safety functions.

Senator MAGNUsoN. So on that item, you are satisfied with the
amount in the bill?

Mr. Boyp. Yes, sir.

DUPLICATION OF ACCIDENT INVESTIGATION

Senator Maaxuson. The FAA will be up here, and we always ask
how much duplication is involved between you and FAA in a given
accident case. Are you still making two separate investigations? Is
that a fair way to put it?

Mr. Boyp. I do not know what the FAA is doing, Senator, in the
sense of whether they are making a separate investigation.

Now, the FAA, along with ALPA and the flight engineers and the
carriers and manufacturers, participate with the Board under Board
supervision in the investigation of accidents.

Senator MaGeNusoN. So you are saying, in effect, despite the fact the
FAA has responsibility in this matter maﬁ the Board has responsibility,
we have eliminated what they call small accident cases?

Mr. Murpny. Nonfatal. Of a nonfatal character. We have
eliminated that by delegation of authority

Senator MaaNuson. Are you still in that field?

Mr. Boyp. Yes, sir; we are still in that field.

Senator MaeNuson. I thought you fellows agreed that one of you
was going to take it over?
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Mr. Boyp. The FAA is handling under PN-13 the investigation of
nonfatal small aireraft accidents. The Board is handling the inves-
tigations of fatal small aircraft accidents. The reason for PN-13 is
that the Board has not been able to convince the Bureau of the
Budget, I presume, that we should fulfill our statutory obligations.

Senator MaGgNusoN. But generally speaking, the accident inves-
tigations are not a duplicated operation. That is two separate inves-
tigations, the FAA and CAB and industry all work together? Is that
a fair statement?

Mr. Boyp. That is absolutely correct.

Senator MaeNusoN. Now, they may come to different conclusions?

Mr. Boyp. I do not think so.

Senator Macnuson. Well, they might. We have had some. We
have had different conclusions. But the investigation is pretty well
a joint effort; let’s put it that way.

Mr. Boyp. Well, the investigation is the Board function. It is
accomplished, however, with the aid of personnel from the FAA and
the manufacturers of aircraft and component parts.

DIFFERENT CONCLUSIONS ON ACCIDENTS

Senator MacNuson, But it is still possible to come to two different
conclusions.

Mr. Boyp. As a legal matter, it is only possible to come to one
conclusion, and that is the one the Board reaches. Now, individuals
differ.

Senator MacNuson. Does Halaby think that?

Mr. Boyp. Yes, sir.

We have no disagreement on this point, no disagreement whatsoever,

Senator Macgyuson, Because our committee has had some ocea-
sions, not too many, but two or three times I know of, and some of
them quite important, and the Senator from Kansas will remember,
and I am sure your new member, Mr. Murphy will remember part
of it, where we did have two conclusions, and then the problem was
whether the publie should get the information that one group thought
one thing and another thought another thing, and then have them
wondering whether there was any air safety or not.

Now. technically, of course, you make the final conclusion—Ilegally.
I understand that.

RESPONSIBILITY WITH CAB

Mr. Boyp. I would say, sir, that as a result of the confirmation
hearing of Mr. Halaby, he stated at that time this was our problem
and our function and responsibility.

Senator Maexusox. But that they would participate and be as
helpful as they could in these matters, because they have responsi-
bilities, too.

Mr. Boyp. Sure, they have very great responsibilities in this area.
But I do not

Senator MaaNusoN. Because if you have a serious airplane acci-
dent, and the people look to the CAB and FAA, and they have some
disagreement as to what happened or what to do for preventing it
frolnll_happming in the future, it gets a little confusing for the traveling
publie.
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Mr. Boyp. I do not anticipate any problem there, Senator. T do
anticipate possible problems in the case of future accidents, or pos-
sibly even in the case of ones we’re working on now where the Board’s
conclusions as to the cause of the accident will be accepted as final,
but there will be differences of opinion as to what should be done to
remedy the situation.

AREAS OF DISAGREEMENT

Now, here we do have occasional deep cleavages because the Board
can recommend something and FAA may have a completely different
idea and different approach as to how you rectify whatever caused the
accident.

Senator Macnuson. Or the Board may recommend drastic action
and the FAA not agree with it.

Mr. Boyp. That is right, sir.

Senator MacNusoN. Or the FAA may recommend or suggest some-
thing, too. It could work both ways.

Mr. Boyp. Not really, because we have no function other than
recommendation. The FAA has to carry it out.

Senator Macyuson. That is right.

Mr. Boyp. And this is where we do get differences of opinion.

Senator MaoNuson, But again the liaison between the two as far
as you can say generally is very good?

Mr. Boyn. Yes, sir. We have been having a “love feast.”

Senator MaeNUsoN. Are there any questions on this accident thing?
Senator Allott?

Senator Auvorr. No questions,

Senator MaeNuson. Senator Schoeppel?

Senator ScaorppEL. No. I am sorry I was not here earlier.

PAYMENTS To AIR CARRIERS

Senator Maanxuson. Now we get down to payment to air carriers
in your statement on page 11.

Mr. Boyp. With respect to “Payments to air carriers,” the Board
requested an appropriation of $81,700,000 for 1962. Review of these
estimates indicate that they are still as accurate as we can reasonably
project at this time, taking into account the many variables involved.
Our review does not indicate any basis for downward adjustment in
the $81,700,000 requested.

Senator Macxuson. You will recall, Mr. Chairman, that in the
supplemental you gave us, the 1962 figures. Are these the same
figures as you gave us, do you remember, in the testimony?

Mr. Boyp. Yes, sir. My recollection is that they are the same.

Senator MAGNUsoN. As [ recall, you said in the neighborhood of
$81 million.

Lmvrrarion ox Sussipy PaymenTs ror Hericorrer OPERATIONS

Mr. Boyp. That is correct, sir.

With respect to the limitation which the House bill would impose
on subsidy payments for helicopter operations, we have submitted
a statement covering the helicopter operations in considerable detail.
I would like to mention a few of the high points here.
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The helicopter carriers were certificated for three specific purposes:

(1) To expedite metropolitan mail deliveries to the central
post office;

(2) To assist in the development of rotary-wing aircraft for
national defense purposes; and

(3) To determime the feasibility of transportation of passen-
gers, in addition to mail and property, between the centers of
cities or their airports to suburban and outlying areas.

The services of these carriers have been utilized continuously by
the Post Office Department. The Department of Defense has
recognized their contributions to the development of the military
helicopter aircraft. Civil defense authorities have testified in heli-
copter renewal cases of the value of their services to civil defense,
especially in the event of an emergency.

REASONS FOR HELICOPTER SUBSIDY

The subsidy of these carriers stems from the facts:

(1) They had limited révenue from passenger operations due largely
to equipment limitations,

(2) They are still in a relatively early stage of development and
present aireraft have hi_'_:il cost characteristics.

(3) The aircraft type itsell is in a highly transitional state.

Our estimates of subsidy for the helicopter carriers represents a
judgment. It is based on the concept that the twin-turbine equip-
ment now on order by the existing carriers will initially bring about
an increase in subsidy due to the maintenance “learning curve,” the
relatively high cost of such equipment, and the drop in load factors
which would accompany the introduction of equipment of greatly
increased capacity. However, the increase in load factors in subse-
quent periods and familiarization with equipment will bring about a
gradual reduction in subsidy. The subsidy estimate does not con-
template the certification of any new ecarriers, although there are
some 80-odd applications for certificate authority on the Board’s
docket,

The Board believes that the helicopter operations it has certificated
and the subsidies expended for operations under those certificates
have been in the public interest. It urges the Senate to delete the
limiting language from the bill.

This coneludes my statement, Mr. Chairman,

Suesipy PavyMmeENTs To HELICOPTERS IN 1961

Senator Maexuson. All right.
Now let’s get into this helicopter thing.

First, what is the figure that we paid in subsidies for helicopters
this last year—will have paid as of July 1?

Mr. Boyp. Roughly $5 million.

Senator MagNuson. $5 million. What was asked for?

Mr. Boyp. For 1962?

Senator Maenuson. Yes.

Mr. Boyp. $6,900,000,
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INCREASE IN SUBSIDY FOR HELICOPTERS

Senator MacNUsoN. $6,900,000. Approximately $7 million. Why
did you ask for that extra $2 million?

Mr. Bovp. Because three carriers are buying new equipment.
Presently all three carriers are utilizing piston-engine equipment
which has an average capacity of 10 to 13 passengers. The new
equipment—incidentally, these existing craft are all single engine—
will be twin jet turbines with average capacity of 25 passengers.

These new pieces of equipment are going to cost a lot more money.
They are also going to be more economical to operate.

Senator MaaNusoN. And will carry more people.

Mr. Boyp. And carry a great deal more people.

Actually, they will be able to carry more than twice as many
people, because the existing generation of helicopter equipment is
such that, for example, on a very hot day, they cannot take off with
a full load. And with the jets, this won’t affect them.

In addition to that, they will be able to operate different route
patterns than those to which they are now restricted because of their
twin-engine characteristics. With the single engine, they cannot
operate over many congested areas.

Senator Mace~uson. All right. But this extra $2 million was
contemplated for the three existing carriers, estimated, for fiscal 1962,

Mr. Boyp. That is right, sir.

Senator MaexvusoN. And mainly because they have given you
letters of intention, or so stated, where they are going to try to
phase into this new equipment.

Are they actually on order?

GUARANTEED LOAN APPLICATIONS FOR TWIN TURBINE-POWERED HELICOPTERS

Mr. Boyp. Not only do they have them on order, they have
guaranteed loan applications before the Board which we have approved
in principle as to part of them.

Senator Aurorr. All of them?

Mr. Boyp. 1 believe all three of them.

Mr. Rora. We have approved in principle one of the three. We
have not acted upon the other two.

Mr. Boyp. But the other two have applications before us.

Senator MacoNusoN. And this does not contemplate, if an extra
$2 million is added, granting a single new application. This is going
to take care of the three fellows that now have them?

Mr. Boyp. That is correct; yes, sir.

Senator MaeNuson. And the 80 applicants can just sit and wait.

HELICOPTER OPERATION IN WASHINGTON-DULLES-BALTIMORE AREA

Mr. Boyp. That is correct, to this extent: We have currently an
investigation going on the question of whether public convenience
and necessity requires a helicopter operation in the Washington-
Dulles-Baltimore area, and whether or not such operation must be
or should be subsidized.




INDEPENDENT OFFICES APPROPRIATIONS, 1962 123

HELICOPTER OPERATION IN ATLANTA

Senator Maeyuson. And I have here a communication from the
people in Atlanta which we will put in the record. It is a letter to
Senator Russell, in which they are thinking in terms of the new
Atlanta Airport. I think it is a brandnew one, just put in operation.

Mr. Boyp. Yes, sir.

Senator Macxuson. With respect to operating helicopters there.

Mr. Boyp. We have no money for that.

Senator Maenuson, All right.

(The letter referred to follows:)

AtLanta, Ga., February 20, 1961.
le Atlanta Helicopter Airways, Inc.
Senator Ricuarp B. RussgLy,
Senale Office Building,
Washington, D.C.

Dear Sexator RusseLl: The budget submitted by the Eisenhower adminis-
tration requested a Federal subsidy of $7,100,000 for helicopter operators. This
is an increase of $2,335,000 over the subsidy of $4,765,000 granted to three heli-
copter operators during the fiscal year ending June 1960.

If the new subsidy for helicopters is approved, would it be possible to allocate
the inerease of $2,335,000 for the benefit of other helicopter operators who might
be approved for operation and for subsidy during the next fiscal year? If you
approve of this idea, I earnestly solicit your support.

We have estimated that it will take ap})rﬂximulel_\' $600,000 in subsidy to
operate a sufficient number of helicopters of the proper size in order to make a
scheduled helicopter service in Atlanta as profitable as possible,

Thank you very much for your past advice and help.

Sincerely yours,

MoreToN RoLLEsTON, Jr.,
Attorney at Law.
Errecr oF LIMITATION

Senator Maa~uson, All these things could not be considered by the
Board because if the House figure stays, and you can correct me if T
am wrong, it will mean that one of these three you would not be able
to take care of, with respect to this new equipment.

Mr. Boyp. I do not know, Mr. Chairman. You raise a very
interesting question, and we do not know actually what would result.

Now, vt-_\nrly, if this limitation stays in, the Board is not going to
award more money than is available as a result of this restriction.
However, under the Federal Aviation Act, the carrier who has the
need for subsidy based on honest, efficient, and economical operation
has what we deem to be a valid claim against the U.S. Government.

Senator Maeyxuson. And you would probably have to come to
Congress and ask for money anyway.

Mr, Boyp. Yes, sir.

TREND OF HELICOPTER SUBSIDY

Senator MaaNuson. The subsidy for all these three has constantly
gone up every vear, hasn’t it, rather than going down?

Mr. Boyp. Yes, sir; that is correct.

Senator ALLorT. Does anyone have the subsidy on these for the
last 5 years, just to give us an orientation?

Senator Maenusox. Make him put that in the record.

Senator Avrort. 1 would like to know.
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Senator Maaxuson. I think it has gone up.

Senator AuLorr. We have had it before, but what is it?

Mr. Boyp. I can give you the figures right here, sir.

Senator Arvorr. All right.

Mr. Boyp. Starting with 1960——

Senator MaaNuson. Put in the record when we started subsidizing
helicopters, and how much it cost us, and the year-to-year figures?

Mr. Bovp. I can give you the figures here. ~Going back to 1954—
well, let me do it this way. For 1960, $4,960,000; for 1959, $4,860,000:
1958, $4,419,000; 1957, $3,771,000; 1956, $2,735,000.

Senator Maenusoxn. In other words, it has gone up all the time?

Mr. Boyp. Yes, sir.

Senator Magyuson. Now, I think we ought to have this clear, too,
because we are asked this question in the Senate. Was the first figure
for three or only two?

Mr. Boyp. That was for three.

Senator MaeNusoN. And this was for all three?

Mr. Boyp. That is right.

Senator MaeNuson. Has eonstantly gone up.

Mr. Boyp. Yes, sir. That is due primarily, Mr. Chairman, to
expanded operation.

Senator MaeNusoN. I suppose there is some of that, too. They
have expanded the operation?

Mr, Boyp. That is correet, sir.

Senator ALLorr. But this still reflects an almost tripling of the
subsidy since 1956 from 2.7 to 6.9 now, which is only $2,000 off of the
tripling.

Mr. Boyp. Yes, sir; that is true. But I do want to point out,

Senator, that we are dealing in an experimental area. Now, the
Board has great faith in the future of helicopters, and we feel that this
operation has been entirely in the public interest. We are confident
that the subsidy curve will shift and start downward after the carriers
get this new equipment.

TURBINE-POWERED HELICOPTERS IN SERVICE

Senator AuLorr. Now, I ask this question: How many of these
three operators actually have gone ahead and placed turbine-powered
helicopters into service?

Mr. Boyp. Los Angeles Airways is the only one that has actually
pul one in service, because the ones they are buying now are not vet,
or had not been, certificated for delivery. Tos Angeles Airways was
able to lease a single-turbine helicopter from Sikorsky last fall, which
they put into operation about the first of the year, in order to get oper-
ating experience with jet equipment prior to receiving delivery of the
twin jet turbines which they will get late this summer.

TWIN TURBINE-POWERED HELICOPTERS IN SERVICE NEXT YEAR

Senator Avrorr. Well, now, with the plans that are on the board
now for orders, assuming that your financing plans are approved, and
so forth, how many of these twin-turbine aircraft helicopters will be in
service a year from now?

Mr. Boyp. Fifteen.
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Senator ArLorr. Will these be fairly equally distributed between
the three?

Mr. Boyp. Yes, sir. Five apiece.

Senator AnLorT. Five apiece. The reason I ask these questions,
every year—

Mz, Boyp. I am sorry, sir, there will be 13.

ArrroxmmaTiON OoF HELIicorrER Sumsipy To 1966

Senator Arrorr. Every vear we have had this same question come
up, and each yvear we see the subsidy increased, as I have pointed out
here, and yet we have been told each year, “Well, we are just turning
the corner, and next vear there is going to be a more favorable
picture.” And yet since 1956 we have tripled the subsidy. Now,
according to your own statement then, as I interpret it, we now have a
subsidy being asked for 1962 of $7 million, $6.9 million to be exact.
Now, you say in your statement that the picture is going to get worse
because of the learning and experience table, and also because they
will result in a low load factor, at least in the initial stages. Now, do
you have any way of estimating, leaving out the guestion of Wash-
ington, how much you are going to have to come to Congress for and
ask for in addition in the next 1, 2, 3, or 4 years before we can see
a curve going down on this?

Mr. Boyp. Yes, sir; I can give you some rough approximations.

Senator ALLorrt. I know you cannot foresee the future.

Mr. Boyp. I would estimate for fiscal 1963, $8 million; estimate
for fiscal 1964, $7,400,000 or $7,500,000; for fiscal 1965, $6,900,000;
for fiscal 1966, $5 million.

Senator ArLorr. I will assure you I will never hold you to these
figures. In other words, it is your opinion now that it will be at
least fiscal year 1965 before we will get back down to where we are
now, and we will have raised about $2.5 million, the total subsidy
before we get back down to that in 19657

Mr. Boyp. I think that is about correct, yes, sir.

HELICOPTER OPERATIONS IN OTHER AREAS

Senator MaeNusoN. Of course this is not considering they might
want to put in more service.

Senator Aurorr. That is the trouble. And this raises that question,
Mr. Chairman. I think we are all aware that when the Dulles
Airport is concluded, and I personally do not have very great hopes
for the present transportation system to and from it with respeect to
convenience, that it will be almost impossible to resist additional
service here. Then you have such other great metropolitan areas
around the country which are reflected in your 80 applications here.
We have one from Atlanta. And I am sure that the Chairman’s area,
Seattle, is another one that would undoubtedly come under that.
And San Francisco, maybe Pittsburgh, maybe Philadelphia, Cleve-
land, and just go on ad infinitum. 1 ean think of many others that
are almost certain to come in here. 1 know my own people in Colo-
rado have shown a very great interest in this. And the future
policies of the Board in this matter are going to be rather sensitive
to say the least.
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Mr. Boyp. Senator, I should tell you gentlemen that the industry
is quite a bit more optimistic about this than is the Board as to the
amount of subsidy that is going to be involved in the next 5 years.
We are trying to be conservative in this and not give you figures that
would just sound good to you.

As far as these other communities are concerned, it seems to us—
and one of the things we are trying to do here with these three opera-
tions which were established in various locations because of the differ-
ent type of operation that would be required so we could get some
pretty good experience from the various types of operation that would
be comprehended in almost any metropolitan area in this country—
that we will eventually, through the operation of these carriers, be
able to get the costs down to such an extent that a profitable, economie
operation can then be established in all the other areas of the country.

PRIVATE UNCERTIFICATED HELICOPTER OPERATIONS

Senator MaGNUSON. Are some organizations trying it privately?

Mr. Boyp. Yes, sir. You mentioned San Francisco. There is
a private organization there.

Senator MaGNUsoN. I know there is one that was going to start
in Seattle and go over the sound, which makes some sense.

Mr. Boyp. It might be. In San Francisco a private nonsubsidized
operation began the first of June utilizing the single engine, single
jet helicopter. The San Francisco operation is a rather unique situa-
tion, though, because there is a great deal of traffic between the air-
port at San Francisco and downtown Oakland and the airport at
San Franecisco and downtown San Francisco. The people who set
up this operation feel they can charge taxi fares and be competitive
with taxis and come out because of the rather high taxi charge in-
volved in both these areas. And this is not the case in so many
other cities in the country.

Senator ALLorr. Now this is certificated, of course?

Mr. Bovp. No, sir.

Senator ALvorr. It is not certificated?

Mr. Boyp. No, sir.

Senator Avvort. Are they certificated under whatever State au-
thority has charge of this in California?

Mr. Boyp. Either the San Francisco Public Service Commission
or the California Publie Utilities Commission have granted them
some authority; yes, sir.

Senator ArLorr. But none of these others that are operating on
their own have certificates of any kind from the Board?

Mr. Boyp. No, sir. They are operating in a weight category
il I am not mistaken, below that for which the Board would require
certification,

Senator AuLorr. Do you have any idea how many operations similar
to that in San Francisco, that is by “similar’” T mean uncertificated
by the Board, unsubsidized, are in operation? I do not mean in-
dividual contractors or people who own helicopters and contract them
out to oil companies and exploration companies.

Mr. Boyp. I would guess, Senator, 35 or 40. Atlanta has one, for
example, an outfit known as Pioneer. There are two or three here at
Baltimore.
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Senator Magynuson. Off the record,

(Discussion off the record.)

Senator MagNuson. We have letters from two Senators on this
subject that we will place in the record.

(The letters referred to follow:)

U.8. BENATE,
June 13, 1961.
Hon. Warren G. MacNUSsON,
Chairman, Subcommillee on Independent Offices, Senate Appropriations Commitiee,
Washington, D.C.

Dear Mgr. Coairman: I am writing to express my concern over the recent
action taken by the House Appropriations Committee in cutting subsidy pay-
ments for helicopter operations for fiscal year 1962 from the budget request of
$6.9 million to %5 million. I hope that the Senate committee will make every
effort to have this cut restored. Furthermore, I hope that the Senate committee
will not subscribe to the House committee’'s expressed intention to make this
“the last time it would recommend funds for subsidy payments for helicopter
operations.”

The three helicopter carriers which have provided services in Los Angeles,
Chicago, and New York have been in operation since October 1, 1947, August 20,
1949, and October 15, 1952, respectively. While it is true that these three carriers
have been paid subsidies by the Federal Government throughout their existence,
it must be kept in mind that the contributions they have made in developing the
art of helicopter operation have been in the national interest.

These three carriers have made tremendous progress—to the point where in
1960 they carried over 500,000 passengers. But perhaps more important is the
fact that their operations have contributed materially to the overall development
of the helicopter. They have been of infinite value to the Department of Defense
in improving helicopters used by the armed services and in developing new equip-
ment which promises to reduce the cost of helicopter operations in the future.

The three presently certificated helicopter operators are planning this year to
introduce into service the twin turbine-powered helicopter. This turbine-powered
helicopter, carrying about 25 passengers, would cut in half or more the direct
seat mile operating cost of the reciproeating engine transport helicopter now in
use. This is a real breakthrough and one which will eventually lead to more
economical operation and to reduced subsidies.

The contribution which the helicopter carriers have made to the national
defense and to the postal service should not be underestimated. Nor should it
be measured in terms of dollars. At a time when real progress is being made, I
think it is not in our national interest to discourage the operations of our helicopter
carriers,

Sincerely yours,
Cramr Excre, U.S. Senator.

U.S. SENATE,
Washington, D.C., June 13, 1961.
Hon. Carr HAYDEN,
Chairman, Senate Appropriations Commiliee,
Room 1235, Senate Office Building.

Dear Mgz. Cuammuman: I enclose for yvour consideration in connection with
H.R. 7445, the Independent Offices Appropriations bill, copies of telegrams I have
received from Mayor Frank X. Graves, Jr., of Paterson, N.J., and Mr. Edwin J.
MacEwan, vice president of the Paterson Greater Chamber of Commerce, with
regard to their concern about the reduction in subsidy appropriations for New
York Airways.

I would be grateful for any comments you might have about this matter.

Sincerely,
Crirrorp P. Casg,
U.8. Senator.

71086 0—61——9
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Parersox,
Senator Crirrorp P. Case
Senate Office Building, Washington, D.C,

UPI dispateh and the Paterson News today states CAB will sho ‘,[-
that because of House cutting $1.9 million, New \-uh

rve Paterson and perhaps the entire metropolitan
.~'t‘!'\'i('1'.

Thus, Paterson and Federal Government investment of $155.000 i ur new
heliport will go down the drain and CAB and Paterson will be he la ng stock
of every city in the country.

We believe that every effort should be made to :
but li1||\ after you receive assurances that the New ivs have been given
or will be given approval to serve city with regula ] ;
Ilr\\l\, \],:i\\ AN,
Ezecutive Vice President, Greater Chamber of Commerce

Parenrson, N.J,, June 8, 1961,
Senator Crirrorp P. Casg,
Senate Office Building, Washington, D.C.:

MacEwan's telegram to you Wednesday expresses my sentimen CGieneral
survey indicates manufacturing plants in area would have approxir v 1,000
passengers Tlu.‘ullli}' to I'n:tjtrr' :nir;l-n:'i‘é_ llll!e'|n-;.|i. nt passi | should at
least double this potential. Helicopter service to our heliport represents only
opportunity Paterson will ever have to service our industries and eitizens
with direet air travel. Area which heliport will ¢ represents one of the
greatest exploding population areas in country [ ridiculo: ral Gov-
ernment should not have reimbursed us for share of the ¢ [ Paterson
heliport according to agreement, Believe we eeive a n CAB
that sufficient subsidy would be provided to make it mandatory 1
Airways provide service to {’::trl'mrl. A modern city servicing ir
a4 million and a quarter population must be provided with moc
Need all the assistance you can give us to expedite this service f
heliport.

.‘"'tilil'i'i‘l"l_\' Yours,

Frank X, GRAVES,

PaymexTs To AR CARRIERS

Senator MaaNuson. Now the whole subsidy program
$Sl.?”“.“[)“. \\'f‘ \\'i“ [)l:l('{' ilt i]ll‘ l'l‘l't!i'll hn\\' il' !~ l]i\iill'li_
(The information referred to follows:)

PAYMENTS TO AIR CARRIERS
Summary of requiremends
[In thounsands)
Appropriation, 1961_____. 265, 000
Add proposed supplemental appropriation, 1961 21, 944

Total requirements, 1961 _ 86, 944
Net payments, 1961 : 4 Iy : , 944

Base for 1962__ _ : ¥ L 0

Requirements for 1962 (by activity):
Domestic trunklines
Local service operations
”l‘lii'u[til‘i' n|n-1’.‘|iinh.~
Alaskan operations
Hawaiian operations
International operations.._

(Giross payments, 1962
Less estimated refunds from carriers

Net payments, 1962 __ ___________.

Total estimate of appropriafion, 1962 _
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Locau BErvice OPERATIONS

Senator MagNusoN. The domestic trunklines are all off subsidy,

that correct?

Mr. Boyp. Yes, sir.

Senator Maexuson. The loecal service operators, the $66,933,000,

that higher than last year? 1 think it is.

Mr. Boyp. I believe it is a little. We get back into this question
of payment and accruals. Paymentsin 1961, during this current year,
are higher than will be the case in 1962,

Senator Maayuson. Of course we understand the reason for that.
There is more service, there are more towns—

Mr. Boyp. Plus which we were catching up from the past.

Senator MacyusoN. And you testified in a supplemental that you
were getting up to date on the payments in this particular thing.

Mr. Boyp. '&'}1:11 18 correct, sir,

Senator Magyuson. And that you had, with the exception I think
of one local service carrier, brought them up to date.

Mr. Boyp. That is right, sir. I believe we have only one left.
We got bogged down on one, so we may have two.

Senator MacNuson. Because it is very important to these local
service carriers that, when they are entitled to payment under the
law, they get prompt payment because some of them are running on
finanecial situations where they have to meet demands from month to
month.

Mr. Boyp. Mosr of these carriers have very little working capital.

SUBSIDY REDUCTION

Senator Masnsvon. Now, you have also testified, and many mem-
bers of the Board over the years, that they hope, again, that there
we start to reduce that subsidy, and there have been some suggestions
made as to how we might do that.

[t has been pretty hard to do it in the past 5 years because of the
number of new communities that have come in. And, then, the
abandonment of some of the smaller communities by the major lines,
in which the local service carrier had to pick it up, whether it was

rofitable or not. Now, what has the Board done, or what do they
intend to do, in that situation?

For instance, the use it or lose it policy, the transfer of trunkline
points to local service airlines, and the question of using a single air-
port where there are two airports in a community-—have you any
statement to make on that?

DEVELOPMENT OF REGIONAL AIRPORTS

Mr. Boyp. Yes, sir. The Administrator of the FAA and I, as
Chairman of the Civil Aeronautics Board, with the concurrence of
the Board members, issued a statement recently, a joint statement,
in which we encouraged the development and utilization of regional
airports whenever possible. At the Board, we feel that over a period
of time we can save a considerable amount of money and provide
better service through using regional airports.
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Senator Magnuson. I will put that release in the record in full,
and also the letter from the chairman of the Appropriations Com-
mittee, Mr. Hayden, who wrote to you about this matter, as well as
your reply.

Mr. Boyp. Yes, sir.

(The information referred to follows:)

CiviL AEroNavTICS BoARD,
Washington, D.C., May 2, 1961.

The Federal Aviation Agency and the Civil Aeronautics Board today jointly
issued the following statement of policy with respect to the use and development
of air carrier airports:

The Federal Aviation Agency and the Civil Aeronauties Board have become
increasingly concerned over the establishment of separate air carrier airports in
cities sufficiently close to be served through one airport. The use of two or more
airports by the scheduled airlines in serving an area in many instances tends to
diminish the serviees to each airport and increase the cost of air transportation.
The concentration of the services provided to an area through the use of one
airport will often improve the service offered by both scheduled airlines and
general aviation. However, this would never be accomplished in such a WAy as
to compromise the safety of either scheduled air transport or general aviation,

From the point of view of the Civil Aeronautics Board, scheduled airline service
into two separate airports that are reasonably adjacent often results in a deteri-
oration of the quality of airline schedules to the area. In many cases, without
substantial inconvenience to the air passengers, they could be served through a
single airport, resulting in improved scheduling, better quality of service through
the use of larger equipment, and an overall improvement in air service to the area.

The Federal Aviation Agency and the Civil Aeronautics Board agree that the
use of a single airport serving adjacent communities, where such action may result
in a saving both to the Federal Government and the locality served, as well as
improving the air service to the area, should be an increasingly important factor
in considering applications for Federal funds for airport construction purposes
and applications for certificated airline service.

N. E. Havany,

Administralor, Federal Aviation Agency.
ArLan 8. Boyp,

Chairman, Civil Aeronautics Board.

U.8. BENaTE,
CoMMITTEE ON APPROPRIATIONS,
.-'lfn.y 8, 1961.
Hon. Auan 8. Boyp,
Chairman, Civil Aeronautics Board,
Washington, D.C.

Dear Mg. Boyp: I am writing to you and enclosing a copy of a policy state-
ment that has been presented to me as being a new and constructive contribution
on the part of subsidized scheduled airlines of the United States on the subject
of their annual increase in appropriations needs.

You have appeared before the SBenate Committee on Appropriations in support
of payments for air earriers and are aware of the direct interest expressed by the
committee members on the occasion for requests for both supplementary deficiency
appropriations and fiscal year requirements, The committee has consistently
accepted the CAB presentations and in all recent cases acceded to the requests
of vour ageney.

his policy statement seems to present the most constructive program I have
seen that offers a promise of subsidy reduction, particularly in reference to route
strengthening. It is suggested that your comments on the practicability and the
appropriateness of the policy direction signified in the ALTA news release might
be communicated to the committee.

This request is made, believing that it offers no conflict in the present relation-
ship between the legislative branch and one of its agencies, and that there is no
specific Board hearing case or decision implied referred to in the request.

Yours very sincerely,
Carn Haypen, Chairman,
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CiviL AEroNavTIcs BoaRrb,
Washington, D.C., May 24, 1961.
Hon. Car. Havpex,
Chairman, Commitlee on Appropriations,
U.S. Senate, Washington, D.C.

DeEAR MR. CaatRMAN: This is in reply to your letter of May 8, 1961, enclosing a
copy of a policy statement issued on April 28 by ALTA, the Association of Local
Transport Airlines. The association's news release enumerated four steps it
believes must be implemented to accomplish the objective of reducing the loeal
service carriers’ dependence on Federal subsidy.

We are gratified to have the opportunity to comment on the statement released
by the association. The four steps comprising the program recommended by
ALTA represent essentially, we believe, an endorsement of the Board’s program
to strengthen the local carriers.

First, ALTA supports the Board’s use-it-or-lose-it policy to the end that this
policy will be strengthened and enforced. For yvour information, we are enclosing
a copy of that policy which was enunciated in the Board's decision issued on
December 8, 1958, in the seven states area investigation. This proceeding was the
first of the series of 12 area investigations designed to review local air transporta-
tion needs throughout the country. All route awards in subsequent area pro-
ceedings have also been granted subject to the use-it-or-lose-it policy. Under the
terms of that policy continuous review is maintained of the traffic results ex-
perienced from the new services authorized in the area proceedings. As a result,
six formal investigations have recently been set down to consider whether certain
of the service authorizations should be terminated because of low traffic. Further
proceedings to implement the policy will be instituted on a timely basis,

Second, ALTA urges the continued transfer of trunkline points to local service
airlines. This proposal is also in line with the Board's program being considered
in the area proceedings and other consolidated or individual cases. Since De-
cember 1958, the Board has authorized the suspension or deletion of more than
100 trunkline authorizations and replacement by local service carriers. Numerous
further issues of the possible substitution of local for trunkline carriers are bein
considered in eurrent proceedings, some of which have not yet reached the Boar
for decision.

Access by local service carriers to profitable dense short-haul markets, and the
elimination of all local service operating restrictions, are urged by ALTA as the
third and fourth steps of the association’s programs. Over the past 2% vears
the Board has greatly increased the operating flexibility of the local carriers’ route
authorizations although at the same time requiring a minimum volume of service
at intermediate points. Thus, the elimination of many, although not all, oper-
ating restrictions permits the local ecarriers to schedule more advantageously in
dense short-haul markets available to them than was previously permitted. As
a general rule the Board’s decisions provide that the local carriers may schedule
nonstop service between noncompetitive terminal cities, and one-stop service
between competitive terminals, In specific instances the carriers hold even more
flexible operating authority in markets found to require additional unrestricted
service. As stated in the enclosed excerpt taken from the discussion of skip-stop
authority in the Board’s decision in the Seven Stafes Investigation, the Board's
“reasons for liberalizing the restrictions * * * are to be found in two basic
objectives: (1) the desire to minimize the subsidy requirement for the new routes,
and (2) to permit the local serviee carriers to improve their services to the publie
where the traffic demands at intermediate points will support the service.”

In addition to the basic issue of skip-stop authority considered in route
proceedings, specific carrier proposals for autﬁorit_\f to operate in competitive
short-haul markets are at issue in current proceedings. hese proposals will of
course receive the Board's careful consideration before decisions are reached.

In connection with the overall objective to reduce the local carriers’ depend-
ence on subsidy, we also wish to bring to your attention the Board’s program for
placing all local service carriers on a class subsidy rate, The current class sub-
sidy rate covering the majority of these carriers has been in effect only a short
time and is under continuous review by the Board and its staff. The Board’s
approach is to formulate the class subsidy rate as one of the means designed to
maximize carrier incentive and ultimately accomplish a favorable impact on the
subsidy bill. In developing the class subsidy rate the Board and its staff have
worked closely with the local carriers and with ALTA.
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We appreciate the opportunity to comment on the practicability and the ap-
propriateness of the policy direction signified in the ALTA statement. The
news release is returned herewith in accordance with your request,

Sincerely vours,
Aran 8. Bovp, Chairman.

SKIP-STOP AUTHORITY

We turn now to the question of what restrictions should be applied to the new
services we are awarding in the Seven States area. The examiner recomn ended
that after each intermediate point on a new segment has received two daily
round trips, the carrier should be permitted to provide skip- top service on that
segment, except that at least two intermediate points should be served on t rminal-
to-terminal flights where a trunkline carrier also provides service between such
terminals. In general, we agree with the examiner's recommendation, except
that generally we will only require one-stop rather than two-stops between
competitive terminals.

Our reasons for liberalizing the restrictions which the examiner would impose
are to be found in two basic objectives: (1) The desire to minimize the
requirements for the new routes, and (2) to permit the loeal serviece c
improve their services to the public where the traffic nands at intermediate
points will support the service. After all, the authorizations we are granting
herein will entail an estimated subsidy of approximately $5 million annually. It
is III.‘lIlirI'SL]_\' incumbent upon this Board to hold .\IIIJ.li_\' requirements to a
minimum consistent with the overall objectives of the act. To the extent that
operating restrictions are placed upon a route, they pro tanto impair the free
of management to operate the routes in the most economiesl fashion possible
necessarily inhibit the opportunity to tailor schedules and services to the needs of
traffic as they arise from time to time. Notwithstanding these considerations,
we have always found it necessary to impose some restrictions on eal serviee
routes to insure that the intermediate points will obtain suffeient service and to
protect the trunkline carriers from undesirable competition, The character. of
the restrictions imposed has varied from time to time, and in a general sense has
tended to be less restrictive as the local air carrier rout ystem has developed and
as the trunkline carriers have grown and « xpanded their serviees. In the course
of evolving appropriate local service restrictions, we have seen the development of
various skip-stop authorizations in different markets. In some ca es, loeal service
carriers have been given nonstop rights, even between terminals. In other
cases, carriers have been granted one-stop authorizations in markets also served
by trunklines, whereas in other situations two stops have been required, While
no uniformity of restriction exists in the loecal service field the “Oszark type”
restriction has recently appeared in a number of local serviece certificates,

Under the “Ozark type' certificate, it is noteworthy that loeal service carriers
have been granted skip-stop authority between pairs of points served by trunkline
carriers, except that on terminal-to-terminal flights, a minimum of two inter-
mediate points are required to be served. The action we are taking herein
further liberalizes the “Ozark type" restriction in that it only requires one stop
between competitive terminals and permits nonstops between noncompetitive
terminals.

As to nonstops between noncompetitive terminals, the only question that arises
is whether the local air carriers will thereby neglect the services required at the
intermediate points on the segment. We think the answer to this question is
clearly in the negative, since nonstop service will not be permitted until each
intermediate point is scheduled to receive at least two round trips a day. In
addition—and this is highly significant—the authority to operate nonstops by
no means imports any assurance that nonstop flights will be assured subsidy sup-
port. By not prohibiting nonstop services, we leave with management the basie
responsibility which it always has to operate the routes awarded on an economical
basis; and il nonstops are operated, it will be incumbent upon management to
show that these services were warranted by economical and efficient management
in conformance with the requirements of section 406, if any claims for subsidy
are to be advanced. What we are doing in the present proceeding is fraining
from imposing certificate restrictions which rigidly tie the hands of management
and which should never be imposed unless absolutely NEeCEessary.

So too, in the case of one stops between competitive terminals, we are leaving
to the initial judgment of management the determination of whether the available
traffic warrants such operations. Since (with minor exceptions) two daily round

R
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trips to the intermediate points are required before one-stop flights can be oper-
ated, we are satisfied that the intermediate points will receive the necessary mini-
mum pattern of service to the terminal points. And, insofar as the protection
of the trunklines is concerned, we are fully convineed that they are not entitled
to any more protection from the local service carriers than we are providing. The
simple fact is that the trunkline carriers have, in a real sense, come of age, and
they are fully capable, in an economic sense, of coping with the limited amount of
competition from the local service carriers which we are authorizing. To begin
with, the trunkline ecarriers are, for all practical purposes, no longer dependent
upon Government subsidy. They operate with larger, faster, and more comfort-
able equipment than the local air carriers and are able, whenever they are willing
to make the effort, to dwarf the service of local service carriers in any given market
where they compete. The mere fact that a trunkline earrier has preceded a local
carrier in a given market does not ipso facto entitle the trunkline earrier to immu-
nity from competition by aloecal service earrier in that market. Our main objective
in placing a one-stop restriction on flights between competitive terminals is not so
much for the protection of the trunkline carriers, as it is to exclude the local service
carriers from participation in markets where the need for direct competitive
service has not been shown and where the likelihood is that the effort by the loeal
carrier to compete would jeopardize the soundness of the local carrier’s operations.
In contrast, the one-stop authorization is intended to permit the local air carr
to give improved loeal service between stronger : points and those
terminal points where the public wishes to travel. Without skip-stop authority,
the local earrier may be foreed to provide excessive service to weak intermediate
yoints in order to meet the serviee requirements at stronger intermediate points.
n those cases where one-stop local service operations will be economically feasible,
management will be in a position to improve the service to the public and at the
same time conduct more economiecal operations, since it is manifest that longer
hops and the elimination of unnecessary stops minimize operating costs.

In assessing the impact of the one-stop authority we are granting, it must be
borne in mind that the local service earriers will not be in a position to even con-
sider operating such service until the segment in guestion is sufficiently strong
to warrant service in addition to the required two daily ronnd trips to each inter-
mediate point. It is apparent from the revenue forecasts for many of the routes
we are awarding, that in the immediate future at least, no more than two daily
round-trip frequencies will be feasible on many of the segments awarded, This
underscores the fact that we are leaving the carriers with the freedom to develop
their routes as traffie ’i"\'l'lll[l‘-‘. rather than iTllptNiTlg at the outsel inflexible re-
strictions upon their operations

With regard to the interest of the trunkline carriers in preventing diversion by
the local service earriers, we think it is important to poict out that the trunkline
carriers have to a large extent & common intérest with the Board in developing
a sound loecal air serviee system, since that system is responsible for feeding into
the trunkline system millions of dollars of revenue, It is also significant to point
out the many advantages that the trunkline carriers have vhjt:l\mi through the
elimination of weak points from their trunkline systems and the transfer of such
points Lo local service earriers which assume the obligation of serving these points
on a subsidy basis. Having discarded many of these local points in this manner,
we believe that the trunkline carriers should take this faet into account in con-
sidering whether the limited amount of eompetition they may face from liberal-
ized local carrier restrictions is warranted

Souree: U]]i!]'ilm of Civil Aeronautics Board, Seven Slates Area fm-:::.“rgu.fmn,
Docket No. 7454, et al. Order E-13254, December 8, 1958. Pages 143-148,
inelusive,

BTRENGTHENING ROUTES OF LOCAL BERVICE CARRIERS

Senator Maayusox. Mr. Hayden says, and I quote:

This policy statement seems to present the most constructive program I have
seen that offers a promise of subsidy reduction, particularly in reference to
route strengthening.

And I think, just speaking for myself, this is a matter the Board
has to go into.

Mr. Boyp, That is right, sir, and we are working very diligently
in that direction. We are trying wherever possible to strengthen the
routes of the local service carriers.
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Senator MasNuson. I canndt see, for the life of me, how the major
domestic lines can complain about that, because they have been re-
lieved in many cases of a nonprofitable stop, and they can say, “We
are off subsidies,” because their routes have been strengthened. And
it seems to me sometimes they are not very fair, as it were, about op-
posing some of these route strengthening suggestions made by the
local service areas.

Mr. Boyp. Well, Mr. Chairman, I think that the trunk carriers are
indicating an enlightened view in this area. We have seen a num-
ber of evidences of it recently.

I should say that we can understand the reluctance on the part of
a number of these trunk carriers because of this transition into jet
equipment and with the new short-range equipment coming in which
actually no one knows how it can be best utilized. I can understand
very clearly the reluctance in this area. But they are seeking more
and more suspensions of short-haul markets which can be transferred
to the local service carriers and thereby strengthen both the local
service and the trunk carriers. I think that you will see a good deal
more of this, and the Board is trying to encourage it.

Senator MacNusox. Would it be fair to say—we did have this
phasing out of the trunk carriers and the building up of the local
service carriers—that we now really come to a point, generally speak-
ing, where we can accomplish the strengthening of the local service
carriers?

Mr. Bovp. I think that is correct to a considerable extent. Now,
I do not want to leave——

Senator MacNuson. Of course, you run into trouble with the com-
munities. I understand that. This is not the fault sometimes of the
trunklines only opposing this, but some communities.

Mr. Boyn. That is very true, and that is one of the reasons why the
Board established our special assistant for community relations.” We
have to do an educational program. There have been several in-
stances where the communities have just fought tooth and nail to
keep trunk service in there, when actually all they were talking about
was the name of an airline. Because they got better service when
the local service carriers were finally put in, a much better system of
flights than they had with the trunk carrier going through on one or
two flights a day.

LOCAL BERVICE ANDTRUNKLINE SCHEDULING

Senator Magxvson. Then I think the Board has to look, and T am
just expressing my own opinion, at when you establish a route of
a local service transport line and allow them to give better service,
say, to the community, that the trunkline is doing less service—
well, let’s put it this way : that you have to take a close look at their
scheduling so they are not flying on top of one another.

The trunks have had a tendency, if the local service carrier goes
in, to give better service and put in more schedules for them to go
ahead and fly on top of them. And sometimes it does not work for
either one.

Mr. Bovp. I think, really, Senator Magnuson, that you will find
there is gradually developing a concept in civil aviation today where
the local service carriers and the trunks are partners, rather than com-
petitors. And this seems to me to be a very heartening sign.
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LOCAL SERVICE CARRIERS PHASBING IN NEW EQUIPMENT

Senator Magxuson, I think we have reached that general point.

How many of the local service carriers to date—and yon ean put
this in the record if you do not have it—have phased into new
equipment ?

Mr. Boyp. I believe all of them have. Trans-Texas, I think, was
the last one. I beg your pardon—yes, all of them. They all have
either Martins, Convairs, or F-27's

Senator Avcorr. You do not mean they are completely phased ?

Mr. Boypn. Notcompletely.

Senator MacNuson. There are some DC-3's going around, because
I rode on one last week.

Mr. Boyp. DC-3's are still the predominant type of equipment, but
by the end of fiscal 1962 the vast bulk of the mileage will be trans-
ported in modern equipment, pressurized equipment, and two of the
carriers arve operating all jet now.

Bonanza is all F-27's, and Aloha Airlines in Hawaii is all F-27’s
except for an occasional charter flight in DC-3s.

Senator MacNuson. It was our hope when we passed the bill giv-
ing them permit certificates, and we passed this further bill on
guaranteed loans, that they could then get in a financial position
where they could buy new equipment for more economical operation,
so that we could get away from this subsidy.

I must say they have gone right ahead, I think as fast as they prob-
ably could, to do that, and I am glad to get the report that most of
them now

Mr. Boyp. T understand that possibly Southern Airlines may not

vet be in operation with its Martin equipment, but it has purchased
equipment.

Senator Anrorr. Is Central phasing into this, too?

Mr, Boyp. Yes, sir. Central is purchasing Convairs. They have
them in operation now, They have several in operation now, and
they have ordered more. :

USE OF GOVERNMENT GUARANTEED LOANS FOR PURCHASE OF AIRCEAFT

Senator Arrorr. Now could I ask you a question ?

To what extent have these airlines, these local airlines, used the
Government guarantee provision that we passed 2 years ago, I
believe ?

Mr. Boyp. The latest figures are $28 million, of which the Board
has gnaranteed $26.75 million. I beg your pardon, it is $29.7 million,
and the Board has guaranteed $26.7 million.

Senator Arrorr. But we have come up now and the F-27 is out of
production.

Mr. Boyp. 1 believe that is correct.

TYPES OF AIRCRAFT AVAILABLE FOR PURCHASE

Senator Arvorr. This is correct; the F-27 is out of production,
as I understand it, and the only substitute that we have available for
replacement for the DC-3 is the Martin, which is, T believe, also out
of production, is it not

Mr. Boyp. I believe that is correct.




136 INDEPENDENT OFFICES APPROPRIATIONS, 1962

Senator Arrorr. And the Convair?
Mr. Boyp. Yes,sir.
Senator Anrorr. Is there anything
Mr. Boyp. That is the only domestic aircraft, I believe. Mr.
Tanguay ¢
Probucrion or F-27's

Mr. Tancuay. The F-27 is out of production, as far as the United
States is concerned, but they are still manufacturing them in Europe.

Senator Arrorr. Are they?

Mr, Tancuay. Yes,sir.

Senator ALLorr. I am happy to be corrected on that.

Mr. Boyp. Yes; the Dutch, who produce the F-27, and Fairchild
took it over under licensing for U.S. sales, have a very substantial
backlog of orders. So their production line will be operating for
quite a while.

The British also have an aircraft they call the Dart Herald, which
is quite similar to the F-27, that they are now trying to sell, and
the French have some pure jet aircraft that are in the small commuter-
type sort of category.

Senator Arrorr. But none of the pure jets have been picked up
by any of our local airlines yet that you know of?

Mr. Boyp. No, although I do believe that Ozark Airlines has
publicly indicated an interest in another British aircraft known as
the BAC-111, which is an all jet, about a 45-passenger plane.

IMPROVEMENT OF SUBSIDY WITH RESPECT TO AIRCRAFT

Senator Arvorr. Well, then, in general, as the picture is today,

the only opportunity for improving the subsidy with respect to air-
craft lies in continued purchases of F-27's, Convairs, and Martins?

Mr. Boyp. In thesense of aircraft——

Senator ALLorr. As it now exists?

Mr. Boyp. In the sense of aircraft purchases as a means of assist-
ing in subsidy, yes, sir.

PURCHASE OF F-27'8 BY LOCAL AIRLINES

Senator Arrorr. That is what I am talking about.

Now, are these local airlines purchasing the F-27 still, in local
areas?

Mr. Boyp. Bonanza just took delivery of its ninth F-27 about 2
weeks ago, so I would say up to that time, yes, sir.

Whether there are any now on order, I do not know.

Senator Arvorr. Can anyone answer this for me?

I know Bonanza is using F-27s. Are there any other local air-
lines that are now purchasing F-27's?

Mr. Boxn. We have no applications for loan guarantee for addi-
tional F-27’s, so we would have no knowledge of that, sir.

Senator Arrorr. I am simply trying to get this picture straight
in my mind. Seo eliminating Bonanaza, as of the present, the only
improvement, by way of improvement of aireraft, lies in Martins and
Convairs?

I'mean, it is crystallized and jelled now ?
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Mr. Boyp. Well, subject to purchases from the Dutch of the F—
the—

Senator Arvort. Yes. Well, let me ask my question again:

You have indicated already that Bonanza has just taken delivery
on one F-27 from the Dutch-

Mr. Boyp. No, they got this from Fairchild.

Senator Avrorr. All right. Bonanza uses F-27s: we all know this.

Mr. Boyp. Exclusively.

Senator Aurorr. Now, I asked a few moments ago if there were any
other local service carriers who were purchasing F-27's?

Mr. Boyp. I am sorry that I am not answering you very well,
Senator, apparently.

Piedmont Airlines has purchased F-27 aiveraft; Ozark Airlines has
purchased F-27 aircraft; Aloha has purchased F-27 aircraft.

Mr. Rora. West Coast and Pacific have purchased, each of them,
a number of F-27 aircraft. Now, in the sense of whether they are
purchasing, that is, buying today, I do not know. We have no
knowledge.

Senator Arrorr. All right. Then the picture is, by way of im-
provement of the subsidy picture as far as aircraft are concerned, as
of today the improvement would have to come from one of these three
sources, F-27, Martin, or Convairs?

Mr. Boyp. Of aireraft operating today; that is correct. However,
1 should point out that the British have two, pure jet and turboprop,
and the French have one or more aireraft in this category.

USE-IT-OR-LOSE-IT POLICY

Senator ALrort. Yes; I am acquainted with those. Now, the chair-
man asked a few moments ago—and I would like to pursue this—with
respect to subsidies, what has been the experience of the Board, and
what is the present picture as to the use-it-or-lose-it policy which was
mstituted ?

Mr. Boyp. Well, the experience to date is that the actual use-it-or-
lose-it policy did not come into fruition until last fall, and the Board
immediately after that instituted proceedings which are required by
statute looking toward the suspension of a number of points. Those
cases are still before the examiners and have not gotten to the Board.

We have utilized the formula of the use-it-or-lose-it policy in a
number of cases that were outside of the specific area in which this
doctrine was established in the renewal cases, and as I recall, of the
first 46 or 47 cases the Board suspended service in about 23
communities,

Senator Arrorr. So that you are implementing this policy ?

Mr. Boyp. Absolutely.

Senator Arrorr. And it should cut down, to some extent. the
subsidy to the local carriers?

Mr. Boyp. That is correct.

INCREASE IN LOCAL SERVICE BUBSIDY

Senator Arcorr. Do you anticipate that with this policy, and with
the |mi'}1'm‘v|m-nt in the types of aircraft that your request for sub-

sidies, leaving out the helicopter situation, would be larger or smaller
next year?
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Mr. Byro. We have a calculation on that. Just one moment, sir
We have made an estimate.

It will be larger for the local service industry next year as we esti-
mate it now.

Senator Arvorr. What is the basis for this? If they are getting
better aircraft and you are eliminating some of the more uneconomical
stops by the use-it-or-lose-it policy, why would the subsidy be larger?

Mr. Boyp. Well, one thing, the depreciation will be higher because
of the greater cost of the new equipment. For another, the carriers
will still be running in some of their new aircraft. And this is always
an uneconomical proposition in the first instance, when you try to
integrate a new type of equipment on a route, even though you are
operating that type of equipment on other routes.

I frankly do not know how to explain this, but it seems to be true.

Another factor is that while we are eliminating points, we are also
adding points through certification proceedings in route cases that are
currently before the Board. And most of them are not profitable
points. Now, we may have also framed in there, Senator, a percentage
point or two for increasing operations costs, wages, parts, general
overhead.

Senator Arrorr. Well, this is getting under more constant pressure
all the time. I know that I receive a great deal of mail in the course
of a year about it. Much of my own State, of course, is served by lo-
al carriers, but also the pressure is getting greater against the sub-
sidy, and I think we have to do everything we can to try and hold this
down. We have also had hope held out to this committee that this
figure was going to go down, and it is a little disheartening, I might
say, at this point to receive the news that it is going to be larger next
year, probably.

Mr. Boyp. Now, I was not here before last year. But last year we
represented to the Congress that fiscal 1963 would be the peak year,
and I am willing to adhere to that belief.

Chairman Durfee last year, I know, stated for the record that he
anticipated a gradual decline from 1963,

Senator Macyuson. And, of course, we will be running out of cities
by that time to serve.

Are there any further questions?

Senator ScuorrreL. 1 would like to ask some questions.

Senator MasNuson. The Senator from Kansas.

TARGET DATE FOR REDUCTION OF SURSIDY

Senator ScrorpPEL. I am disturbed with the subsidy picture that
has developed here. You have a definite warning from the House,
and we might just as well face the facts on the helicopter situation.

I do not know how adamant they are, but in their report they said
this is the last year the committee plans to recommend funds for
subsidy for helicopter operations. And the amount for 1962 for this
purpose has been reduced from $6.9 to $5 million.

What I want to ask is this:

I recognize the need for local service carriers as the trunkline car-
riers recede from a lot of their operations. Service has been given
and there is much clamor and demand for it. In view of the legisla-
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tion that we passed, in view of the certification of a lot of these car-
riers, taking them out from under the questionable status, the loan
guarantees, and everything else, has the Board really established a
target date, say 3 years from now or 5 years from now, when this sub-
sidizing is going to be cut down? Because if you are going to hold
out the impression to the local lines, or the helicopter operations, that
they can come in here for subsidies, you are not going to get the degree
of businesslike approach needed.

I am just wondering if you men have been thinking in terms of a
target date. I know you have told the chairman and the distin-
guished Senator from Colorado, that you are shifting the emphasis
and you think you can cut it down but, since 1954, the local service in
the helicopter subsidy was $2 million—as was pointed out by the
Senator from Colorado—and now you are close to $7 million in 1962,
and you have testified it will go up and maybe ease off 3 years from
now.

Have you established a target date that the operators in this indus-
try had better envision when this is not going to be continued? I
just wonder if you have really done that ?

VALUE OF HELICOPTERS TO OTHER DEPARTMENTS

Mr. Boyp. No, sir; we have not. We are in a situation, Senator,
where we think the thing is going our way, but here you have new
equipment in the field, a completely new type of equipment that will
operate differently, will carry a vast larger number of people than in
the past assuming it does what the manufacturers say it will. Now
we have, as I related earlier, a great many statements from the Depart-
ment of Defense that they find this commercial operation valuable in
the interest of public defense. The Post Office Department finds this
valuable, the civil defense organization finds it valuable. For us to
say, particularly after the Board came up here before the Congress
and opposed the inclusion of helicopters in the guaranteed-loan legis-
lation, and the Congress then, over the Board’s objections, included
the helicopter operators in the guaranteed-loan legislation, for us to
uow say to the helicopter operators, “Despite the fact that we have to
pass on your loan, and you are included in this, and it is going to take
you 7 or 8 years, whatever the time is, to pay off these loans, we are

oing to cut you off at such and such a date”™—I do not think we can

o it.

Senator ScroeppeL. I do not recommend that. But I also do not
recommend the situation where these operators, and some of these
groups operating in these capacities are, can say, “well, we can look
for continued subsidy down the line.” And I do not think you will
get economies that way. So if the Board will examine or look at it
and say, starting with a certain target date, “we are going to cut this
thing down,” because certainly it 1s justifying itseff in operations
dollarwise—as far as the military is concerned, I know the military
is always doing a lot of experimenting and goodness knows they have
not lacked for appropriations on that. I do not think that is a very
good reason for expecting the subsidy operations to continue for years
down the line here without a definite warning from constituted author-

ity.
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COBTS OF SERVICES

We are moving in here, local and service lines, 13 of them. with
$6(1 933,000, The total net is $81,700,000. Checking the proceedings
in the House, in 1939 the first year of subsidy on lln' trunklines was
$12 million. From 1939 to date it figures about $191 million. When
you stop and look at this, with $81,700,000 this year, someone has to
start looking for some reasonable plan of |nmlnu tion. But you are
not, going to get it done, in my humble opinion, if you are going to
continue to look for subsidies. I just do not believe you are going to
get economy of operation that way. I know the Senator from Colo-
rado has pmmvd out that with some of this new and moder nized craft
they are in a hard way financially, and what the answer is I do not
know. But I am cmmml\ convineed of one thing, and for one, I
am interested in aviation, but T am not going to sit by on this -uh
committee, and this committee, and continus ally see these people held
out the opportunity to get more subsidy when I know they are in-
creasing their carrying e apacity, increasing their carrying loads, and
always Iun}\in'r for some justification to ge st more ‘-1Il)‘-|tl\ to carry it.
\Imlw [ am too critical, but that is the way it looks to me.

NEED FOR DECLINE IN SUBSIDY COSTS

Mr. Boyp. I think we are all headed in the same direction, Senator.
We would like to see this subsidy decline as rapidly as possible.
However, we feel it is only through the operation of these three car-
riers, and maybe it should have been two or m: aybe five, on a subsi-
dized basis that we are going to be able to develop the helicopter oper-

ation to where it can be made economical and thereby utilized nation-
wide. This is a manifest impossibility today.

Now for the Clongress to say that $5 million is all you can spend for
helicopters in 1962, very frankly, seems to me to be a rather dogmatic
attitude because it is not, based on any study of what they are ilnmrr
This strikes me as a very arbitrary statement that the House m: ade.
And certainly tlwx hn(- the nn!mm\ to do it, as you gentlemen do
here. But if it is in the public inferest to try and develop these
things until we get wtmu-l]nn:r such as we finally have in the trunk
industry with the DC-3, which was an mphm that could operate
economically, we cannot be dogmatic about it and say, “Well, you
have to do this within the framework of $5 million,” because this is
not really within the control of the helicopter operators.

Senator Scuorrrer. I do not know what the justification is for the
House, but, I think tlw reason for that has been that they see, just as
we do over here, the subsidies climbing with the added improvements
requested by legislation, and even with the promises made, the amount
still goes up, and up, and up. I do not think that would be the case
if tht_\ had a feeling that there comes a time when you are going to
expect them to phase this thing down. Maybe you have not been able
to do it.
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Mr. Boyp. We have not been. And Senator, I can assure you we
go over the operations with a fine tooth comb. And I will say it is
my honest belief that the vast majority of these operators in the sub-
sidized area would love to get out from under -:lﬁ\si‘l_\‘ if they eould
stay i existence, But if we say to the helicopter earrier, particularly,
and they are not as well advanced at the moment as some of the local
service ca !'I'il‘!‘.%. “We are ;__rniu;: to et you down this year or next year
to @ dollars™ we in effect, I think, will have put them out of business.

I can state, sir, that from the standpoint of the Board, nothing
would please us more than if we could have an operation of helicopters
and local service carriers that serve the communities in this country
requiring service for which we did not have to come up here and ask
subsidy. It would make our lifea lot easier.

Senator Arrorr. Would you yield, Senator Schoeppel ?

Senator SCHOEPPEL, Yes.

NONSTOP ROUTES FOR LOCAL BERVICE CARRIERS

Senator Arrorr. Along that line, what policy does the Board have
with respect to trying to ease the burden on the local carriers with
respect to the granting of routes that would tend to put them in a
more favorable operating light? T ask this question because certain
decisions of the Board have seemed to me to indicate that the Board
had made up its mind that there were certain carriers who were
going to remain local and subsidized carriers and have not been given
routes for which they applied, which were nonstop routes over the
same area, and which might have had the advantage of placing them
in a somewhat better picture as far as their subsidies are concerned.

Mr. Boyp. I think your statement is absolutely correct, Senator,
that the Board did make a conscious judgment that these 13 carriers
we have been referring to this morning would be categorized as local
service carriers, and they would not engage in direct competition with
the trunk carriers to any substantial extent. I do not know that the
Board has any stated policy on the purpose, but my own personal
feeling is simply this, that I would not, except under the most unusual
('i]'l’l“il.‘“il“l‘('f‘?, vote 1o :l\\'-‘ll"l ]]‘)}IH"?!J T'i\‘_f]]l:‘_: to a I(Jl':ll Serv i"l‘ 1'?{]""!!"‘
in competition with a trunk earrier this day and time.

Senator Avrorr. Even though they were operating over the same
routes?

Mr. Boyp. That is right, absolutely.

FRONTIER-BONANZA SITUATION

Senator ALLorr. Suppose you had a situation where a local service
carrier is operating over a route which is not covered by a trunk
carrier, and makes application for nonstop ?

Mr. Boyp. That is an altogether different proposition.

Senator Arrorr. Well I am going to use this one thing. I might
get in trouble with it with some friends because I have friends on
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both sides. But I will give you a couple of examples to illustrate
what I mean.

The Board, for example, gave to Bonanza the nonstop route and
one-stop route between Salt Lake City and Phoenix, despite the
fact that Frontier had operated between these points with stops at
Grand Junction, Cortez, Gallup, Williams, I believe, and on tllown.
But three or four stops in between Salt Lake and Phoenix.

In other instances, a situation where you had Frontier serving
Denver, Pueblo, San Luis Valley, Gallup, and on down to Phoenix,
this was given to a trunk airline.

Now it seems to me, and I realize this is a very complicated ques-
tion and there are a lot of things I do not know about it, that the
policy as you have enunciated it in response to Senator Schoeppel’s
questioning means that these people are doomed to be subsidized
airlines forever.

CONTINUED SUBSIDIZATION OF LOCAL SERVICE CARRIERS

Mr. Boyp. Well, I think it is fair to say that these people are
doomed to have operations forever that will require subsidies. There
are any number of communities in this Nation requiring public trans-
portation, which is coming to mean more and more air transportation,

where the operation cannot be made profitable.
AWARD TO LAKE CENTRAL AIRLINES

However, I should like to point out also that recently the Board
awarded to Lake Central Airlines a route from Dayton, Columbus,
to Toledo, into Detroit, which had formerly been operated by TWA,
and TWA was willing to suspend its operation on that route. Now,
this should be a very profitable route for Lake Central Airlines and
should help to cut down on the amount of subsidy it will need to serve
other portions of its territory. And while I do not have any personal
knowledge of the situation you have alluded to out in the West, I am
sure you realize that in setting out the local service carriers, the
Board divided the Nation into roughly 13 geographical areas, and
this may have something to do with why some of these awards went
the way they did.

I frankly do not know. This is always going to cause us some
trouble, because the boundaries have to be to some extent arbitrary.
But I think you will find that, as time goes on, and as the trunk
carriers are willing to pull out of the short haul dense markets, we
will put the local service carriers in immediately.

But my point was simply this, earlier, that when the industry in
a year such as 1960, on revenues of over $2 billion, has an income that
amounts to 3.2 percent on its investment, I eannot see putting subsi-
dized competition in on top of it.

Senator Arrorr. I was not putting subsidized competition on top of
them. But on the other hand, I felt there had been s6me instances
that had been called to my attention where they were not given an
opportunity to take certain routes which had not theretofore existed,
which would improve their chances of reducing their subsidy.

I realize they are probably never going to get off the subsidy, but
there may be opportunities there where they could reduce their subsidy.
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CASE ON SUBSIDY FOR ALL CARGO AIRLINES

But what is the situation with respect to the examiner’s report for
a subsidy for an all-cargo airline? Iam interested in this.

Mr. Boyp. That is in the bosom of the Board at the present, Senator,
and I do not think we could discuss that with you.

ALTA SUGGESTIONS FOR REDUCING SUBSIDY

Senator Maayuson. I want tosay, on this point, there was an ALTA
meeting here in April in which they made some very good suggestions
on how they could get themselves off subsidy, and [ want to put that
in the record.

(The information referred to follows:)

ASSOCIATION OF LOCAL TRANSPORT AIERLINES,
Washington, D.C., April 28, 1961.

The presidents of a majority of the scheduled airlines receiving subsidy sup-
port met in Washington on April 27, 1961, and issued the following statement:

We are concerned that the amount of subsidy supporting scheduled airline
service to nearly 600 communities is increasing and believe that firm steps must
be taken to reduce substantially these communities’ dependence on subsidy.

We recognize that no single step will accomplish this objective, and that the
steps recommended here to reduce dependence on subsidy may well affect some
airlines more than others; but we are clear in our belief that the effect of this
program will be to strengthen the industry as a whole, will improve services to
these communities, and will substantially reduce their dependence on subsidy.

Therefore, we will direct our energies and efforts to the early implementation
of at least the following :

1. Support of the Civil Aeronautics Board's use-it-or-lose-it policy to the end
that this policy will be strengthened and enforced.

2. The continued transfer of trunkline points to local service airlines.

3. Access to profitable dense short-haul markets,

4, The elimination of all operating restrictions,

We believe these objectives to be the most constructive method of reducing
dependence on subsidy congistent with the publie interst.

We are determined to render continuing appropriate and adequate service to
those smaller cities requiring subsidy support; but having provided such serv-
ices, we are convinced we should be able to operate our systems in the most pro-
duetive and economical manner possible.

We will devote ourselves to the development and early adoption of these ob-
jectives.

The Board of Directors of ALTA met on April 28. At this meeting the Board
by nnanimous action: )

Ratified the program developed at the presidents’ meeting and pledged its full
support to this program.

ROUTES AND AGREEMENTS SECTION

Senator Maexuson. You are familiar with that ?

Mr. Boyp. Yes, sir.

Senator Magxuson. The Board is familiar.

Senator Arrorr. In 1960 you hrd a ecarrier service section, and in
1961 it was called special authorities. And I think this year it has
gone into an agreement section and a carrier service section; is that
right?

Mr. Boyp. No,sir: it is called routes and agreements.

Now, the section you referred to was melded into the route section
and called rontes and agreements.

Senator Avrorr. Why is this particular section constantly being
changed in category and name?

71036 0—61——10
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Mr. Boyp. I do not know, Senator, why it is constantly being
changed. I can tell you about why.

Senator Arrorr. It has been changed three times in 3 years,

Senator Arrorr. In 1960 you had a carrier service section, and in

Senator Arrorr. All right, sir.

Mr. Boyp. I had had the good fortune to be a member of the Boaru
for a little over a year before I became chairman, and had an oppor-
tunity to observe the work of these various staff sections. and reached
the conclusion that the work of routes and what was called special
authorities were so closely related that they should be in one division.

Consequently, I put them in one division.

Senator Arrorr. And they will now remain in the routes and agree-
ments division ?

Mr. Boyp. Well, T won’t guarantee that. We might have another
management study, but it is my expectation that they will stay there.

Senator Avrorr. All right, thank you.

OBJECTION TO ACTIVITIES OF BPECIAL AUTHORITIES

Senator Maexuson. Well, we told you to cut them out, didn’t we,
last year, so you just moved them ¢

Mr. Boyp. I got the impression that you were opposed to some
alleged peripheral activities of the group and that you took some
exception to the title.

Senator Maanuson. And the activities,

Senator Arrorr. And the activities, too.

Senator Macyuson. We did not think the whole thing should be

eliminated, but we thought it should be cut pretty substantially.

Mr. Boyp. Well, T will tell you, sir, we would be happy to go over
each individual function with you, with the committee or with you
mdividually, and would appreciate very much any advice and counsel
as to what particular items, whether it be in this division or any
other involved, which are not felt to be appropriate.

FUNCTIONS OF ROUTES AND AGEEEMENTS DIVISION

Senator Avrorr. Now, while we are on this, what functions will
this Routes and Agreements Division be performing now? Will they
be performing the same functions they originally performed?

Mr. Boyn. Yes, sir. Well, it has been established for all matters
dealing with routes, with licensing, with exemptions, with mergers,
with interlocks, interlocking directorships and ownerships, with the
supplemental carriers, the air taxi operators, the air freight for-
warders. I think that generally covers it.

INOREASE IN AIR FREIGHT

Senator Mae~Nuson. Is air freight on the increase?

Mr. Boyn. Yes, sir. We expect to see a very substatial increase in
the immediate future. Last month Flying Tigers Line received the
first of several CL-44 aircraft which it had ordered. Slick is getting
some CL~44's this summer. Seaboard World Airlines is acquiring
CL~44 aircraft which will have Huhst:mliu”_\' imereased cg pacity over
the existing cargo aircraft, and integrated loading and unloading
systems, utilizing pallets, turboprop engines.




INDEPENDENT OFFICES APPROPRIATIONS, 1962 145

The manufacturer represents there will be substantial savings
which will permit very great reduction.

Senator Arnrorr. Who makes that!?

Mr. Boyp. Canada Air, which is a subsidiary of General Dynamics.

Senator Arvorr. Oh, yes; that is the one that has the swing tail
section.

Mr. Boyp. Yes, sir.

Senator MagNuson, If there are no further questions, we will stand
in recess until 2 o'clock.

(Whereupon, at 12:35 p.m., the subcommittee recessed, to recon-
vene at 2 p.m., the same day.)

AFTERNOON SESBION—TUEsSpAY, JUNE 13, 1961
SELECTIVE SERVICE SYSTEM
STATEMENT OF COL. WILLIAM S, ILIFF, JR., ASSISTANT TO THE
DIRECTOR OF SELECTIVE SERVICE, ACCOMPANIED BY COL.
BERNARD T. FRANCK III, CHIEF LEGISLATIVE AND LIAISON
OFFICER

LETTER FROM AGENCY

Senator MaeNusoN (presiding). You got $33,169,400 in 1961, and
the amended budget, the January budget for 1962, is $34,475,000, and
the House gave you $33,670,000, which 1s $500,600 over 1961, but
minus $805.000 from the 1962 estimates, both budget.

Colonel 1uirr. Yes, sir,

Senator MagNuson. You have a letter here which we will place in

the record in full.
(The letter referred to isas follows:)

NATIONAL HEADQUARTERS, SELECTIVE BERVIUE SYSTEM,
Washington, D.C., June 5, 1861.
Hon. WaRrex G. MAGNUSON,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation
Rill for 1962, Commitlee on Appropriations, U8, Sendal

DEAR MR. CHAIRMAN : I appreciate very much the opportunity afforded me in
your letter of June 2, 1961, to appear before your committee to request any
changes in the House blll which I might deem required in the public interest.

The functions and responsibilities of the Selective Service System are all
required by statute and full amount of the funds requested are, in my opinion,
necessary to adequately carry out these functions and respousibilities

The reduction of 805,000 in this amount made by the House will necessarily
result in some curtailment of the selective service operation. However, I am
willing to attempt to undertake the operation of the System on the House figure
instituting all possible economies and curtailing activity in areas which would
appear to least affect the public interest.

If, as a result of the curtailment, it develops that the public interest is ad-
versely affected, I would have no alternative but to later request additional
funds,

In view of thig I will not request of your committee restoration of the reduc-
tion in the budget estimate made by the House and, therefore, suggest no change
in the House bill,

Sincerely yours,
LEwis B, HErsuey, Director

GENERAL STATEMENT

Senator Maayuson. If you have any further statement to make, we
will be glad to hear from you.
Colonel Iurrr. No,sir.
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We present that as our statement and if there are any questions
anybody. wants to ask, we will welcome the opportunity to try to
answer them. ¢

Senator MaexusoN. We might ask this: You have got $500,000
approximately over 1961. What is the reason for that?

Colonel Iuirr. That is in the local board area, sir.

Senator Masyuson. Yes?

Colonel Iurer. And it is based upon a work measurement study
we prepared which is in our justi}ic:ninn which showed that our

funds in this past year were inadequate to service the local boards
without some service of uncompensated time by compensated people.

LOCAL BOARDS

Senator MacNuson. Did you have to close any local boards up last
year?

Colonel Iurrr. No, sir,

Senator MacyusoN. Or run them part time?

Colonel ILirr. No, sir; not more than the previous year.

Anything that was done was done by these people working for
nothing, because we did not have funds with which to pay them.

Senator MacNuson. So the program is approximately the same as
it was last year?

Colonel Irirr. Yes,sir; that is correct.

Senator Masxusox. Does that apply to numbers, too, of people that
you are going to process?

I wonder, what will be the estimated draft?

Colonel Trirr. $100,000 is what we have in the estimate for 1962.
We had an estimate originally of $110,000 for 1961, but it did not
develop into that size.

Senator Macyuson., And, as far as you know, that is about what
it will be projected into 19627

(‘ulmlell Iuirr. In 1962, yes, sir.

Senator Maenuson. I have no further questions.

Senator Arrorr. I have no further questions. We gave you addi-
tional funds last year, did we not ?

Colonel Irrrr. Yes,sir.

Senator Avrorr. Over the preceding year?

Colonel Iuirr. Yes.

Senator Arrorr. In order to take up part of this local workload?

Colonel Turrr. That is correct.

Senator Avrorr. Were you able to do that with those funds?

Colonel Trirr. We have not completely met the objective and that
is why we are having more funds given to us by the House this year.

Senator ArLorr. But you were able to pick up part of it?

Colonel Irrrr. It is very hard to judge exactly what the workload
is going to be in the local boards without knowing exactly what our
activity is going to be, but on the basis of projection, this will take
care of that part of the situation.

Senator Mae~xuson. All right, Colonel, thank you very much.
Sorry to keep you waiting. )

(Whereupon, at 2:30 p.m., Tuesday, June 13, 1961, the committee
recessed, to reconvene at 10 a.m., Wednesday, June 14, 1961.)
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WEDNESDAY, JUNE 14, 1961

U.S. SeENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, D.C.

The subcommittee met at 10:25 a.m., subject to call in room F-37,
U.S. Capitol Building, Hon. Warren (. Magnuson (chairman)
presiding.

Present: Senators Magnuson, Robertson, Allott, Saltonstall,
Bridges, and Young.

FEDERAL COMMUNICATIONS COMMISSION

STATEMENT OF NEWTON N. MINOW, CHAIRMAN; ACCOMPANIED
BY ROSEL H. HYDE, COMMISSIONER; ROBERT T. BARTLEY, COM-
MISSIONER; ROBERT E. LEE, COMMISSIONER; T. A, M. CRAVEN,
COMMISSIONER ; FREDERICK W. FORD, COMMISSIONER; JOHN S.
CROSS, COMMISSIONER; RALPH J. RENTON, ASSOCIATE CHIEF
ENGINEER; MAX D. PAGLIN, GENERAL COUNSEL; KENNETH A.
COX, CHIEF, BROADCAST BUREAU; CURTIS B. PLUMMER, CHIEF,
SAFETY AND SPECIAL RADIO SERVICES BUREAU; JOHN J. NORD-
BERG, CHIEF, COMMON CARRIER BUREAU; GEORGE S. TURNER,
CHIEF, FIELD ENGINEERING AND MONITORING BUREAU;
ROBERT W. COX, EXECUTIVE OFFICER; RICHARD F. SOLAN,
ASSISTANT EXECUTIVE OFFICER; TEDSON J. MEYERS, ADMIN-
ISTRATIVE ASSISTANT TO CHAIRMAN; BEN WAPLE, ACTING
SECRETARY; JAMES D. CUNNINGHAM, CHIEF HEARING EXAM-
INER; DONALD BERKEMEYER, CHIEF, OFFICE OF OPINIONS AND
REVIEW; AND JAMES SHERIDAN, SPECIAL ASSISTANT TO
CHAIRMAN

AMOUNT REQUESTED AND HOUSE ALLOWANCE

Senator MaeNUsoN. The committee will come to order.

We have appearing before us this morning the Federal Communica-
tions Commission, and we are involved with the single matter of sal-
aries and expenses. For the record, appropriations in 1961 were $13,-
789,000, The January budget estimate was $12,525,000 and the
amended budget was exactly the same amount. The House allowed
$12,400,000, which is $1,389,000 under the 1961 fiscal year and $125,000
under the budget estimate.

We have the chairman and other members of the Commission here.
We are glad to have you, and I apologize for being late. I have been
with General Schriever up in the wild blue yonder making a good
television show.

Mr. Chairman, we will put your letter in full in the record, and if
you have a short statement we will be glad to hear from you.

147
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(The information referred to follows:)

FEDERAL COMMUNICATIONS COMMISSION,
! Washington, D.C.
Senator WARREN (G, MAGNUSON,
Chairman, Independent Offices Subcommitiee, Senate Appropriations Committee,
U.8. Senate, Washington, D.C.

DeEAR SExaToR MAGNUSON: The Federal Communications Commission hereby
appeals to the Senate to restore the $125,000 by which the House of Reypre-
sentatives has reduced the 1962 appropriation request for the Commission.
Attached is a statement, prepared in accordance with committee instructions,
setting forth the detailed request and justification therefor.

It is my understanding that our appeal will be heard by your committee at
10 o'clock on Wednesday, June 14. We look forward to this opportunity to
discuss our problems with you.

Sincerely yours,
NEwTON N. Mixow, Chairman.

SALARIES AND EXPENSES

(1) Page 14, line 12, strike “$12,400,000" and insert in lieu thereof: “$12.-
B25,0007,

(2) Page 14, line 12, add “, Provided, That the limitation until June 30, 1962,
on the availability of the appropriation for a special ultrahigh frequency tele-
vision study, contained in the Independent Offices Appropriation Aet, 1961,
under the head ‘Federal Communications Commission,’ is hereby extended until
December 31, 1962."

HOUSE REPORT

“The committee recommends $12400,000 for salaries and expenses of the
Commission in 1962, which will provide about 50 additional employees, This
is an increase of $611,000 over the comparable figure for 1961 after excluding
the funds provided for a special study, and is a reduction of £125,000 in the
request. The committee has allocated T of the staff increases to the Common
Carrier Bureau, 20 to Safety and Special Radio Services, and 20 to the Broad-
cast Bureau including 10 to the Rules and Standards Division. The commit
tee also strongly urges the Commission to add three hearing examiners and
to use all the power and authority it presently has to make delegations and
reduce the number of matters awaiting decision.”

JUSTIFICATION

As Chairman of the Federal Communications Commission, I consider it my
duty to appeal to the Senate of the United States to restore the reduction in our
budget made by the House of Representatives. While the eut of $125,000 in
our budget may not appear large as Federal budgetary figures go, to our small
agency it is a very important sum indeed.

When I became Chairman of the Federal Communications Commission 3
months ago, I knew that this Commission faced numerous and difficult problems.
I knew, too, that it was a relatively small agency with a small budget. I want
to report to this committee, however, that one of the things I have learned in
these 3 months is the fact that the problems and workloads confronting the
Federal Communications Commission are not only eolorful and controversial, but
there are many of them and the volume of work involved in meeting these prob-
lems and administering these programs is tremendous. [ want to say, too, that
I have been impressed at the quality of the hard-working staff of the Commission.
This relatively small number of Federal employees handles problems, performs
work, and meets responsibilities far out of proportion to their numbers.

When I became chairman, one of my fist problems was to decide whether we
should seek a larger budget than had been approved for our Commission by the
previous administration. I was advised by my staff and by my colleagues and
I learned for myself that this proposed budget was a tight one. 'We decided, how-
ever, to do our utmost to solve our problems and handle our work with the
modest increases provided in that budget, It is my emphatic opinion that we
could very effectively and in the public interest use funds far in excess of the
amounts provided in our budget but, as I say, we were and are anxious to do our
jobh well at minimum cost.

When the House of Representatives declded to reduce our request by $125,000,
I immediately instructed staff to prepare a proposed administrative plan to ac-
complish this reduction. I have reviewed these proposals and the problems
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which we can anticipate in carrying them out. If is my opinion that sufficient
harm will result in the form of unsolved problems and continning backlogs that
1 must request the Senate of the United States to restore this admittedly small
amount of money,

Let me be specific about the kinds of things I have in mind. Under the allow
ance of the House we will not be able to add one single job to the Office of the
General Counsel; we are, however, faced with the fact that the workloads of
this office are increasing and most certainly will continue to increase in both
complexity and volume, at least over the next year and one-half.

Take the Office of Chief Engineer. Not one additional job was allowed for
this top technical staff. Basic to the solution to many of our problems is more
extensive technical work. The House allowance gives us no additional help at
all in this critical area.

Our field staff, which makes investigations, inspections, studies, and related
work, faces constantly increasing problems and workloads. The numbers of
transmitters of radio energy are increasing dramatically every year. This
single fact in itself increases almost in geometirie proportion the problems and
worklonds facing our fleld staff. Under the House allowance we will be hard
put to finance even our present staff. I

The House committee report, indicated that it was allowing 20 additional jobs
for our Broadeast Bureau. This, of course, will be helpful. As a matter of
fact, the President’s budget called for just 24 additional jobs, but I am con-
vinced that a reduction of even four in this request will have its effect upon our
program of operations in the broadeast field.

The House allowance provided everything we asked for in the administration
of Bafety and Special Radio Services, Obviously with this I ean find no fault.
Let me just note for information the fact that the numbers of different uses and
individual users of radio frequencies in these nonbroadeast areas continue to
grow by leaps and bounds and how far this will go is impossible to foretell.

The House committee allowed a few more jobs for our Common Carrier work
than provided in the budget. This I find most helpful. The simple truth is
that major problems have arisen in this fleld since our original budget was pre-
pared. If I were preparing 1962's budget today, I would be asking the Burean
of the Budget and the P'resident for substantial staff increases to enable us to
handle some of these problems.
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GENERAL STATEMENT

Mr. Mixow. Thank you, Mr. Chairman and members of the com-
mittee,

We are very grateful we are here today. This is my first experi-
ence before this committee and I appreciate the concern of the com-
mittee about our problems which we regard as very serious.

What we are talking about this morning, actually in dollars, I
think, to you, as compared with your usual hearings on other agen-
cies, is rather small. However, we regard it, in our small agency,
asa very important sum indeed.

JUSTIFICATION FOR REQUESTED CHANGES IN HOUSE BILL

As Chairman of the Federal Communications Commission, I con-
sider it my duty to appeal to the Senate to restore the reduction in
our budget made by the House of $125,000.

When I became Chairman of the FCC 3 months ago, I knew that
this Commission faced numerous and difficult problems. I knew, too,
that it was a relatively small agency with a small budget. I want to
report to this committee, however, that one of the things I have
learned is the fact that the problems and workloads confronting the
FCC are not only colorful and controversial, but are many of them,
and the volume of work involved in meeting these problems and ad-
ministering these programs is tremendous. I want to say, too, that
I have been impressed at the quality of the hard-working staff of our
Commission. This relatively small number of Federal employees
handles problems, performs work, and meets responsibilities far out
of proportion to their numbers.

When I became chairman one of my first problems was to decide
whether we should seek a larger budget than had been approved for
our Commission by the previous administration. I was advised by
my staff and by my colleagues and I learned for myself that this
proposed budget was a tight one. We decided, however, to do our
utmost to solve our problems and handle our work with the modest
increases provided in that budget. It is my emphatic opinion that
we could very effectively and in the public interest use funds far in
excess of the amounts provided in our budget but, as I say, we were
and are anxious to do our job well at minimum cost.

FLAN TO ACOOMPLISH REDUCTION

When the House of Representatives decided to reduce our request
by $125,000 I immediately instructed staff to prepare a proposed ad-
ministrative plan to accomplish this reduction. I have reviewed these
proposals and the problems which we can anticipate in carrying them
out. It is my opinion that sufficient harm will result in the form of
unsolved problems and continuing backlogs that T must request the
Senate to restore this admittedly small amount of money.

EFFECTS OF HOUBE OUT

Let me be specific about the kinds of things I have in mind. Under
the allowance of the House we will not be able to add one single
job to the Office of the, General Counsel; we are, however, faced with
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the fact that the workloads of this office are increasing and most cer-
tainly will continue to increase in both complexity and volume, at
least over the next year and one-half.

Take the Office of Chief Engineer. Not one additional job was al-
lowed for this top technical staff. Basic to the solution of many of
our problems is more extensive technical work. But, the House al-
lowance gives us no additional help at all in this eritical area.

Our field staff, which makes investigations, inspections, studies, and
related work, faces constantly increasing problems and workloads.
The numbers of transmitters of radio energy are increasing dramati-
cally every year. This single fact in itself increases almost in geo-
metric proportion the problems and workloads facing our field staff.
Under the House allowance we will be hard put to ﬁn:lm'e even our
present staff.

DETAILS OF HOUSE ALLOWANCE

The House committee report indicated that it was allowing 20 addi-
tional jobs for our broadcast bureau. This, of course, will be helpful.
As a matter of fact, the President’s budget called for just 24 addi-
tional jobs, but I am convinced that a reduction of even 4 in this
request will have its effect upon our program of operations in the
broadcast field.

The House allowance provided everything we asked for in the ad-
ministration of safety and special radio services. Obviously with this
we can find no fault. Let me just note for information the fact that
the numbers of different uses and individual users of radio frequencies
in these nonbroadcast areas continue to grow by leaps and bounds and
how far this will go is impossible to foretell.

The House committee allowed a few more jobs for our common
carrier work than provided in the budget. This I find most helpful.
The simple truth is that major problems have arisen in this field since
our original budget was prepared. This is the main point I should
like to emphasize today. If we were preparing 1962's budget today,
we would be asking the Bureau of the Budget and the President for
substantial staff increases to enable us to handle some of these
problems,

AFPEALS ON SATELLITE COMMUNICATIONS

For instance, the amount of time and effort devoted to proposals
and studies on satellite communications is increasing constantly. We
regard this field as requiring our top priority attention and yet we
have an exceedingly limited number of staff personnel who are able
to devote their time to these far ranging problems. With the staff
budgeted and allowed we will, of course, do the best we can—but, we
could do much better.

Now if the committee has time, I would be very happy, on behalf
of the Commission, to have Mr. Craven, who is our (ommissioner
especially delegated to handle most of our space problems, answer a
few questions about our activities.

Senator Macxusox. Well if you will finish your statement, I am
going to ask you questions about that.

Mr. Mixow. That about sums it up, Mr, Chairman. While the
reduction of $125,000 may not appear large, to our small agency with
its very conservative budget and its ever more difficult roblems, its
rapidly increasing workloads, its oppressive backlogs, and its desire to
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get on with the job the public and the Congress expect it to do, this
reduction is serious. We most earnestly request the Senate of the
[Tnited States to restore this $125,000 ent in our budeet,

ADDITIONAL REQUEST FOR UHF STUDY

We have one additional request to make. We are now in the middle,
as you know, of a special study of ultra-high frequency television.
The funds for this special study were made available last year for the
2-year period ending June 30, 1962. Present indications are that we
will complete the study substantially on schedule. However, it now
appears probable that we will not be able to complete dismantling the
test equipment and restoring the rented space to its original condition
by the end of next year. We are, therefore, requesting new langunage
in the appropriation bill extending the availability of balances in this
special fund into fiscal year 1963 in order to enable us to obligate
funds after June 30, 1962, for these miscellaneous “cleanup”
operations,

That is my statement, Mr. Chairman.

Senator MasNuson. All right, Mr. Chairman, we will get right into
that satellite thing.

BATELLITE COMMUNICATIONS

Of course we are all aware of the very substantial and rapid ad-
vances being made scientifically in this field, and these developments
of course have important application for telephones, telegraph in the
communications field, and I wanted to ask the question first, so we
will get a background of this, and then we will discuss what we think
should be done: What are the Commissions’ principal activities in
this area now ?

Mr. Minow. Since 1957 the Commission has been active in one or
another phase of the space program. Currently, in collaboration with
the OCDM, we have devised and published a proposed (Government-
wide recommendation for a frequency allocation plan to support a
global satellite system.

Now in addition to that, we have before us, in one of our dockets.
I think it fair to say, perhaps one of the most important matters we
have ever had in the history of the Commission. We are considering
how best to encourage private enterprise to enter the space satellite
communications field.

PRIVATE AGENCIES IN FIELD

Senator MaaNuson. Well, now, just so we will get the record clear,
as I understand it there are four or five private people in the private
field that have been working on the space satellite plan.

Mr. MiNow. Right. Actually, 1 think, Senator, there are even
more than that.

Senator Maaxuson. Well, there are quite a few,

Mr. Minow. Right.

.'“:(‘]I.‘IIIJ[‘ “.\t;\'l'rhx. ’I.ll*‘l'l' . the _\lrli':‘ii'::h Il.i'Fl']}jl'Jlll" & ']Ii‘ll‘-
graph—

Mr. Maxow. TCA?

Senator Maenuson, ICA.

Mr, Minow. General Tel.
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Senator Maexuson. General Tel. Anyway, these people, and also
Lockheed--

Mr, Mixow. And GE. There are a number of them. You men-
tioned American Telephone & Telegraph, I think.

Senator Macnuson. Yes,

LIMITEDR TO ONE BYSTEM

Mr. Mixow. Now the problem is, our experts all tell us, and Com
miizsioner Craven can expand on this; the nature of the technical prob-
lem is that there can only be one system. Therefore, what we have
asked when we had all the compantes in just last week, is how do they
feel they can best combine forces through a joint venture, or other
wise, so that private enterprise could play its part in this most im-
portant development of communications in the future.

Senator MacNusoN. In other words, to make this simple for us, yon
cannot put up all kinds of communications satellites in the air?

Mr. Mixow. Well, the frequencies are limited.

Senator Maexwson. The frequencies are limited and there would be
utter confusion. And everyone is working on this, and it has gone be-
yvond the theoretical stage, hasn't it?

Mr. Mixow. There is no question about it.

FROBLEM OF REGULATION

Senator Maenvson. What do we do about it in a regulatory way?

Mr. Mi~xow. We have to be sure that whatever system is developed
15 consistent with the Communications Aet, that it be a nondiserimina

and that all who want to use it can use it on a fair basis, that
no one will get o monopoly, and that no one will get any unfair ad
vantage. That isthe effort \\r’:-ll'f‘]l].‘li\"iil;j.

We are working, incidentally, in close cooperation with other agen-
cies of the Government, with NASA, with the OCDM, with the State
Department, and others. And I would welcome a chance for Commis-
sioner Craven to outline very briefly the

Senator .\I.\i.'_\l'wl\. [ want to el this basie |l:u'1{:_fi‘(rlllli|, Now 1
know there has been some confusion between the agencies on this
matrer,

Mr. Mixow. Well, my understanding is that it is pretty well re-
solved at this point, Mr, Chairman.

tory one,

ROLE OF FCC

Our role, as we see it, 1s to encourage the llt-\l'ltl}lrln’]!i of a |ll'i\'&l(l'
system which will be subject to regulation by the FCC, and which will
play its part in this great event in the future, because we are going
to have a revolution in communications Th]'llllf,_"!l the advent of
sntellites.

Sentor Maexuvson. And we have to think in terms of regulation be-
cause it is going to be—I cannot see any other way—in the nature
of a public utility.

Mr. Minow. Right.

Senator Macyxuson. I mean the use of it.

Mr. Mixow. It has to be. This is the only way it can be.

Senator Maexuson. Now I just want to add this, Commissioner
Craven, and then I will let you explain it.

Of course we know this will have some international aspects.
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PROBLEMS BEFORE COMMISSION

Mr. Mixow. Exceedingly so. The first problem will be at the
1963 Convention of the International Telecommunications Union with
respect to negotiation of frequency arrangement, Thisis No. 1. And
No. 2, the idea is to achieve a global system which will have com-
munications to all countries, if possible, and the international im-
plications are tremendous.

Senator MaeNusoN. Because you can bounce this stuff all over the
world I suppose.

Mr. Minow. Right.

Senator Maenuson. 1 had the experience 3 months ago of talking
to Seattle via the moon. They heard it just as well as if I was there.

All right, Commissioner Craven, you have been involved in this.

HISTORY OF PROJECT

Mr. Craven. I have been involved in this ever since 1957, Mr.
Chairman. And as you will recall, this Government began prepara-
tion of proposals for the 1959 Geneva Conference involving the allo-
cation of frequencies for space communications, and at that Confer-
ence our delegation was able to persuade the other nations to at
least allocate portions of the radio spectrum for space communica-
tions research, At the same time we impressed upon the other nations
of the world the absolute necessity for having a more permanent radio
frequency allocation for operative space communication systems in
the future.

1963 TELECOMMUNICATION CONFERENCE

So they agreed then to call an extraordinary radio administrative
conference for 1963, where the sole agenda is to be limited to the allo-
cation of frequencies for space, including ordinary operating com-
munications systems as well as to determine the technical character-
istics which will be agreed upon by all the nations of the world in the
global space communications system. We have already prepared a
proposal on a tentative basis which we have published for industry
comment, and we hope, since these are tentative, to secure the vViews
of other nations. And after giving consideration to those, we will
make definite formal proposals to the International Telecommunica-
tions Union for consideration at the Conference.

At the same time we are collaborating with other nations of the
world and with industry in this country in the preparation of the
technical specifications for space satellites. We are making definite
progress. I can say at this time that it appears to us, and I think to
all of industry as well as to the Government, that there is no reason
why there would be any difficulty, from a technical or an economic
standpoint, in establishing international global space satellite com-
munications systems.

U.8. PROBLEMS

Now we have had some difficulties in this country in establishing an
organization which will operate this end of the line and will help
put space satellites into the air. As you well know, there are several
differences of opinion as to what type of orbiting they should have,
there are several differences of opinion with respect to the technical
characteristics, and we have made great progress in beginning to solve
those problems.
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JOINT VENTURE OF INTERNATIONAL COMMON CARRIERS

Just recently the Commission, as a result of an inqluiry, issued a
report in which it said at this time we feel there should be a joint ven-
ture, consisting of the international common carriers which the Com-
mission has already licensed. This will be open to any new common
carriers which may come in.

Senator Avrorr. Will you repeat that again; I did not understand
that. _

Mr. Cravex. We have indicated that a joint venture by interna-
tional common carriers should be formed. And at this time it is
limited to the present international common carriers, but it is open to
future international common carriers, In doing this we have been in
very close cooperation with the Department of Justice and we have
put certain limitations upon the requirements that they have to meet.
We require that all international carriers shall have access, on a fair
and equitable basis, to the use of the satellites. We are requiring com-
petitive bids for all the hardware, major items of hardware, And we
may have other parameters which we would require in order to avoid
any implications of violations of our antitrust policies.

We expect that, insofar as the satellites themselves are concerned,
traffic arrangements will have to be made, and we suspect that man
governments will wish to own part of a satellite, and at least we will
have to give equitable access to all nations to the use of the satellite.

COOPERATION WITH OTHER AGENCIES

We have been, as the Chairman has indicated, cooperating with all
the other Government departments interested, such as the Department
of Justice, OCDM, and NASA, with whom we have a written memo-
randum of understanding particularly as to our respective jurisdic-
tions and cooperative efforts. It seems to be working out very well.
We are resolving somewhat different policy considerations with the
Department of Defense, and there may be some details yet to be
worked out with the Department of State. I think we are making
progress on those matters and we are well ahead of the game as
compared to many other nations.

TENTATIVE AGREEMENTS

Senator MaeNusoN. Are those memorandums of tentative agree-
ments available to be put in the record ?

Mr. Craven. I think they can be.

Senator MaeNuson. All right. Because you see, we will have
NASA up here next week, and we want to know that they understand
what you folks understand.

Mr. Mi~ow. Yes. We are on a day-to-day basis of communication
with NASA, Mr. Chairman.

Senator MaeNuson. All right.

Senator Arrorr. I think these tentative agreements, if they are
such, the things you have been reading from, or at least talking from,
Mzr. Craven, should be a part of the record.

Mr. Mixow. Fine. We would also like to put in our recent order,
which Commissioner Craven described, about the joint venture.

Senator MaeNuson. Yes,

(The information referred to follows :)
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FEDERAL COMMUITICATIONS COMMISSION PUBLIC NOTICE - G
Mashington 25, D. C. 1271

February 28, 1961

MEMORANDIM OF UNDERSTANDING BETWEEN FCC AND NASA
ON RESPECTIVE CIVIL SPACE COMMUNICATIONS ACTIVITIES

Chairman Frederick W. Ford of the Federal Commmications Commission
and Deputy Director Hugh L. Dryden of the National au”f'., nd Space
Administretion have signed the following "Memorandum hderstanding”
between those agencies for delineating and coordinating their respective
respongibilities in the f1eld of civil communications space 0ctivitio5:

"The purpose of this memorandum is to provide & basis for coordin-
ating the activities of the National Aeronautics and Space Administration
and the Federal Communications Com splon in the epplication of space tech-
nology to civil communications in order that their respectiy atui‘or‘j‘
responsibilities may be cu:‘riu:—d out in the national int .
mutually recognized thet future Presidential or mpcssi‘mu_. actjn“a mnay
necessitate some modification of this memorandum.

"Follewing full and complote discussiong of the preseut situation
and future objectives, certain conditions of fagt and policy guidelines
were agreed upon. Both NASA and the FCC recognize as conditions of fact -

"(1) that the present state of the technology of commumica-
tion satellites strongly suggests ti i‘cari‘“il. ty of
utilizing such satellites to expand improve exist-
ing facilities for world-wide communications services;

that a substantial amount of further research and develop-
ment is necessary to demonstrate bot technical and
economic feasibility of utilizing c 1l **ari'\' satellites.
on @& commercial basis;

that in accordance with traditional commmications policy
in this country, overseas public com ications are pro-
vided by private enterprise, subjlect to CGovernment regu-
lation, and that at the present time overseas voice
communications are provided primarily by a single com-
pany and overseas record commmications are provided

by several companies;

that the FOC and NASA are concerned with the nation's
total commmnications capability from the pointe of

view, respectively, of civil commmnicatious policy and
the commercial utilizetion of space logy; end that
existing commor carriers and others ar wterested in
participating in the development of sy telecommunica~-
tions technology to expand end improve world-wide channels
of commmication through privete expenditures; and
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that the congestion and technical limitations of
the redio spectrum presently useful for world-
wide commmications are such that without com-
mumnication satellite technology the s

probably cennot s rt the very sul

increases in eapacity necessary to satisfy new
services, such as transoceanic TV and wide-band
date transmission, or to satisfy the anticipated
expansion of ordin

1 the basis of the foregoing observations, both NASA and the
FCC affirm the following propositions ss guidelin r the coordinated
conduct of their respective activities:

The earliest practiceble realization of a com-
mercially opersble communication satellite system
is a natiopal objective,

The sttaimment of this urgent national objective
in the field of commmnications may be accomplished
through concerted action by existing

Government and private enterprise.

The statutory authority of NASA and th C appears
adequate to enable each ne expedi-
tiously with the research an et activities
necessary to act e & comercially rable ¢ und-
cation s lite system. Special pro which may
arise in h the regulati

mercislly opereble system are being e

agencies, and may result in legislative

st a later date.

In accordance with th 3

ducting internat oo 3 - es through
private enterprise Ject to Gover it regulation,
private enterprise uld be encour

development and utilization

public commmiecsti

Both NASA end the FCC will conduct their respective
activities with a full exchange of ation so
as to accelerate necessary research velopment
and to coordinate Governmental actions necessary to
attain the national objective.

NASA, in appropriate cooperation w * Govermment
agencies, will continue to direct its o vities in
this field toward the advancement of space technology
and its application to civil commnicetions.
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"(7)

"(8)

"(9)
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The FCC, in appropriate cooperation with okher
Government agencies, will continue to direct its
activities in this field toward the development of
communications policy end the implementation and
utilizaetion of space telecommunications technology
through the licensing and regulation of United States
common carriers. In this connection, the FCC will
take into account the total Government needs for
communication services where such needs normally are
provided by privately owned facilities.

Both NASA and the FCC, consistent with the policies
of the Department of State, will facilitate inter-
national cooperative activities in the field of
space telecommmications within the fremework of this
nation's international obligations and aims.

Existing inter-agency organizations and procedures
for coordination will be employed with respect to

the allocation and assigmment of frequencies necessary
to support both the research and development and the
operational phases of a civil communication satellite
system."
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Sefcrs FCC 61427
FEDERAL COMMUNZICATIONS OOMMISSION - 2438
.Washington 25, D..C.-

In the Matter of

An Inquiry Into the Administrative and
Regulatory Problems Relating to the
Authorization of Commercially Operable
Space Communications Systems Y

Docket No. 14024

_NOTICE OF INQUIRY

1. It is the expressed policy of the United States that activities in space
should be devoted to peaceful purposes for the benefit of all menkind.
earliest possible realization of s commercially operabls point-to—point space
satellite commumnication system represents one of the most significant,
practicel, and beneficial mesns of implementing this vital national policy.

The Commission, in furtherance of its statutory responsibilities end in an
effort to facilitate the sdvancement of the nation's vitsl space policy, has
been engaged for some time in an attempt to assess the nature of the many
veried and complex problems essocisted with international communicstions via
spsce satellites. Present studies indicate the possible arising of conditions
and circumstances which appear likely to present certain problems with

respect to the suthorization and operation of satellite systems for communica-
tion services between the United States and foreign points. These problems
require an essessment of the Camission's sdministretive end regulatory
functions and suthority with respect thereto. .

2. A number of industry organizations, including existing international
commmication common carriers; have expressed an active interest in the
establishmént and operation of space satellite relays for internationsl public
communicetions services. While their views differ with respect to techmical
characteristics, it has been suggested by some that a single integrated
system, or e limited mmber of independent systems, of fers the most feasible
means of successful operstion within the foreseeabls future. Such view appears
to be based on the premise that a multiplicity of commercisl satellite systema
appears unlikely in view of the substantial capital investment which will be
necessery, the limitations which mey be required by efficient spectrum
mansgement considerations, both natlonal and internatiomal, and & possible
inability to justify economicelly more than a limited mumber of systems in

the near future.

3., The United States has, of courme, maintained a policy of fostering
beneficial competition smong privately owned and operated international com—
minication ocommon carriers. However, essuming that the orgeanization of a
single or-limited number of satellite systems will best serve the publie
interest, there is a question ms to the extent to which this will be consistent
with the meintenance of competition in internstional communications, and with
the snti~trust laws and policies of the United Statesa. The purposes of this
procseding therefore are to ascertain the various methods by which partici-
pation in such system or systems by all Jdnterested present and future

71038 0—681——11
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international communication common carriers and others can best be effectuated
on an equitable, non-discriminatory, and lawful basis.

4e In instituting this Proceeding the Commission wishes to make it perfectly
clear that it is mindful of the scope and complexity of the international
problems inherent in the field of space communications. It is recognized that
internstional cooperation end agreement on frequency ellocations and other
essentisl matters are required if truly useful end efficient satellite
communication system is to be realized, The Commission is also fully cognisant
that before a fully operationsl comme=cial satellite communication system can
be estsblished a substantial amount of research and development remains to be
completed, However, it is the Commission's opinion that consideration of the
questions involved in this proceeding in advance of the resclution of these
other related problems will hasten the establishment of international communi-
cation via space satellites,

5+ Accordingly, there is instituted herewith pureusnt to the provisions of
Section 403 of the Cammmiscations Act of 1934, as amended, an inquiry into
the following questionss

1, Assuming the muthorization of & aingle or limited mumber of satellite
communication systems will best serve the public interest, what plan of
Participation is best deeigned to provide equitable access to, and non-
discriminatory use of, satellite communication facilities, by existing
and future international commmicetion common carriers and others?
Should such a plan include participation of manufacturers of satellite
communication and leunching equipment? Specify in detail the features
of the plan including the financial and operational arrangements related
to the ownership and use of the system.

2. Specify in detail, with supporting briefs, how such plan would
comply with existing laws and policies (partioular sttention being given
to Sections 313 and 314 of the Communications Act and pertinent anti-
trust statutes),

3« Specify in detail, with supporting briefs s the provisions of the .
Commmications Aot and Commission Rules snd policies which ere relied
upon as authority for the Commission to prescribe such plan to the
exclusion of other plens and to require licenses or other suthorizations
to be obtained thereunderj or, in the absence of such suthority, epecify
in deteil the changes recommended in the laws and policies in order to
implement such plan,

4s Specify in detail the extent to which each of the various parties
involved in the systems covered by such plan would be subject to regu-
lation by this Cammission as common carriers or otherwise.,

5« Otate whether you intend to participate in such plan end the rature
and extent of such participation.

6. All interested parties are invited to respond in writing to the questions
herein, In view of the vital nsture and videspread interest in this subject
it is requested that 40 oopies of each such response be filed in this
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proceeding rather than 15 copies ordinarily required by Section 1.54 of the
Commission's Rules and Regulations. Parties responding to this inguiry shall
furnish their responses on or before the 1lst day of May, 1961, and replies to
such responses should ba filed on .or before the 1%h day of May , 196l.

Any further filings or other proceedings herein shall be announced by
subsequent orders of the Commission,

FEDERAL COMMUNICATIONS COMMISSION

Ben F. Waple
Acting Secretary

Adopted: March 29, 1961

Releaseds April 3, 1961
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Before the FCC 61676
FEDERAL COMMUNICATIONS COMMISSION gy /A
Weshington 25, D. C.

In the Matter of

) .
g Docket No: 314024

An Inquiry Into the Administrative and
Regulatory Problems Relating to the

Authorizetion of Commercially Operable
Space Communications Systems )

EIRST REPORT

By the Commissiont

1. On March 29, 1961, the Commission adopted a Notice of Inquiry
(released on April 3, 1961) designed to facilitate an early solution to
the administrative and regulatory problems relating to the future author-
ization of commercislly operable space communication systems. It wes
stated in the Notice that it may not be feasible to have more then one
or & limited mmber of commercisl satellite communication systems due to
the substential capital investment required and limitation of redic
spectrum space; and that this reises s problem as to the manner in which
such a system or limited number of systems could be accommodated within
the Commission's policy of fostering beneficisl competiticn in the
internationsl communication field and within, the anti-trust laws.
Accordingly, the Notice solicited views from all interested parties as
to the best plen of insuring that internstional communicetions common
carriers, and others, perticipate on an equitsble and non-discriminatory
basis in a aingle or limited mmber of satellite syatems. Views .were
also solicited as to the legality of the suggested plan; the Commission's
authority to prescribe such plan; and the extent to which participants in
the plen would be subject to the Commission®s jurisdiction. The Notice
directed that responses thereto be filed on or before May 1, 1961 and
that replies to such responses be filed on or before May 15, 1961,

2. Responses have been filed by twelve parties, viz., American Rocket
Society; American Securities Corporation (for the future Western Union
International, Inc.); American Telephone and Telegraph Company; General
Elsctric Company; General Telephone & Electronics Corporation; Hawaiien
Telephons Company; International Telephone & Telegraph Corporation (and
American Cable & Radio Corporation); Lockheed Adrcraft Corporation; Press
Wireless, Inc.j Radio Corporation of America (and RCA Communications, Inc.);
The Western Union Telegraph Company; snd the Department of Justice
(commenting only on enti-trust matters).

3. Replies to such responses were filed by American Telephons and
Telegraph Company, General Electric Compeny, end Lockhsed Adrcraft
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Corporation.

4+ In general, the respondents were in agreement that for economic end
other reasons a single satellite coammunications system or s limited
mmber of systems, financed and owned by private enterprise, would best
serve the public interest. To the extent that the respondents addressed
themselvea to a specific type of plan, they generally favor a joint
venture for the ownership end operation of a system. The principal
difference smong respondents in this respect related to the composition
of such a joint venture, Thus, American Telephone and Telegreph Company
and Internstionsl Telephone and Telegraph Corporation favor ownership in
such & system being limited to international communications ccmmon
carriers, such entities participating in ownership to a degree consistent
with their relative use of the system; General Telephone & Electronics
Corporation would limit the ownmership to both domestic and mtamtioifl
communications common carriers; while Lockheed Aircraft Corporation,
General Electric Company, snd The Western Union Telegraph Company favor
ownership by common cerriers, the menufacturing companies, and possibly
the public.

5. Upon consideration of the responses and replies filed herein the
Commission has arrived st certain conclusions, the application of which
will serve to foster and accelerate the ultimate establishment of a
commercially operable space satellite communication system in the public
interest.

6. We have concluded that the recommendations made herein with respect
to the formation or arrangement of a joint venture (or joint undertaking)
camposed only of existing common cerriers engaged in international tele-
phone snd telegraph communication is deserving of consideration and
exploration as an effective means of promoting the orderly development
and effectuation of such s system., We believe that under Commission
regulatory jurisdiction end subject to the conditions and safeguards
hereinafter set forth, some form of joint venture by the international
common carriers is clearly indiceted as best serving the public interest
for the following reesons:

(a) It appears to be generally accepted that becsuse of
considerations of practical economics end technical limitations, it
will not be feasible for socme time to came to accommodate more than
one commercial satellite system.

(b) Communicetion via satellite will be a supplement to, rsther
than a substitute for, existing communication systems operated by
the international common carriers, thereby becoming en integral part
of the total tommunication system of each such carrier.

1/ Lockheed in its reply comments withdrew its proposal that ownership
in a satellite system include private interests other than the
international carriers.
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(¢) The responses filed by the international cerriers express
8 villingness and indicate g capability to marsha)l their respective
resources for the purposes of developing a sstellite communicetion
facility.

(d) By reason of their experience in and responsibility for
furnishing internationsl commnications service, the internationsl
carriers themselves are logically the ones best qualified to
determine the nature and extent of the facilities best suited to
their needs and those of their foreign correspondents,with whom
they have long standing and effective commercisl relstionships and
who necessarily will have a substantiel interest in the operations
of any satellite system,

(e) Under the Cammunicetions Act, the internetionsl carriers are
obligated to furnish the public with adequate, efficient service at
reasonable charges,end this obligetion cen best be discharged by
those carriers mainteining, as far as poseible, the grestest degree
of direct control and fesponsibility over the facilities employed in
this service

7. These considerstions, in our opinion, demonstrate the desirability

of exploring at this time the means whereby the international common car-
riers may, collectively, but subject to eppropriate regulation and sefe-
guards, teke such steps ms are necéssary to plan and effect the ultimate
integration of satellite communication techniques into the fabric of inter-
national common carrier service. At the same time these considerations
would appear to militate against the suggestions which have been made by
certain of the respondents thet any joint venture with respect to the
ownership of satellite communication systems should include participation
by the public or by companies in the serospace end communications equipment
manufecturing industries,

8., We are not unmindful of the substantisl interests that these in-
dustries have in the fiald of space science and the important contributions
they have to meke to this field., Nor are we unmindful of the potential
market that satellite systems represent for the ssle of communications and
related equipment. However, it appears that the sdaptation and integration
of satellite communication techniques to international common carrier
operstions is within the econémic means of the existing carriers, although

1/ 1t is recognized that this new technology of communication mey
present numerous, unique and difficult problems which may involve
severel approaches end solutions of a type and nature different from
those which have been used heretofore in the field of international
communications. However, we are satisfied that sny such new problems
can best be resolved by working within the existing framework of our
internaticncl -common cerrier industry.
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requiring cooperative arrangements among them, We fail to see why owmership
participation by the serospace end conmunications equipment industries will
be beneficial or necessary to the establishment of a setellite cammunication
system to be used by the common carrier industry. On the other hand, such
participation may well result in encumbering the system with complicated end
costly corporate relationships, disrupting operationsl patterns that have
been established in the international common carrier industry, and impeding
effective regulation of the rates and services of the industry.

9. Insofer as the proposal for such participetion may have been motivated
by concern that without participation the manufacturers of communications
equipment will be excluded from this market by the menufacturing companies
affilisted with the participating common carriers, the Commission is well
aware of this danger. Accordingly, it is the Commission's intention to
require that any joint venture that may évolve shall make sdequate and
effective provision, such as competitive bidding, to insure thst there will
be no favoritism in the procurement of communications equipment required

for the construction, operation and maintenance of the satellite system. We
want to stress that we shall elso teke all necessary messures and establish
regularized procedures to insure that such a policy is faithfully end con-
scientiously sdministered. In this connection, and slso to promote the
meximm degree of standardization, the Commission will also require tlLat its
approval be obtained with respect to the specifications for all equipment
used by the common carriers in the satellite syatem, including the ground
terminals, At the same time, before aspproving sny specificeations, we shall
examine closely into the relevent patent situation to insure that en undesir-
able or dominent patent position will not hemper or frustrate the Commission's
objectives in this regard.

10, It is neither possible nor fessible for the Commission here to indicate
ell the specific features which it believes should be incorporated in any

joint venture of internstionsl common carriers. These matters will, of
course, require cereful, extended study end formulation by the interested
carriers scting under the segis of the Commission end in eccordance with
the procedures and policies hereefter to be provided for. However, regerd-
less of the plan of orgenization or type of entity that may subsequently
evolve, it must contain clesr and definite provisions which will insure
that existing and future internationsl common carriers, whether or not any
such carrier participates through ownership in the joint venture, shall have
equitable eccess to, and non-discriminatory use of, the satellite system,
under fair and reasonable terma, soc as to obtain communication facilitles
in the system to serve overseas points with the types of services for which
they are licensed or suthorized by this Commission., The Commission, in
issuing licenses or other suthorizations that may be required to effectuate
such joint venture, will teke all .appropriate messures to implement this
policy and to effect such other safeguards as may be required in the public
interest.

11. We are making no determination at this time s to the desirability or
need for participstion in any such joint venture by damestic common carriers.
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12. In view of the foregoing, the Commission hereby announces that it
will invite all United States imtermational cammon cerriers end certain
United States government egencies to attend a conference with the Commis—
sion at an early date to explore plans and procedures whereunder consider-
ation of the matters dealt with herein may go forward. A further order
will be issued upon conclusion of such considerstion.

FEDERAL COMMUNICATIONS COMMISSION

Ben F, Waple
Acting Secretary

Adopted: May 2L, 1961
Released: May 2, 1961
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Before the
FEDERAL COMMUNICATIONS COMMISSION FCC (1-652
Wonshingtoni25, D. C, Lb42

In the Mattor of

4n Irquiry into the Allocation DOCKET NO, 13522
of Frequency Bands for Space
Ceormnieations

SECOND NOTICE OF INQUIRY

1s The first Notice of Inguiry in this procecding, adopted
by the Comission on May 18, 1960, called for initial corments to be
filed with the Camission on or bofcre March 1, 1961. Heving
reviewed those comnents, and having consulted with the Offico of .
Civil nnd Defensc Mobilization (0CDHM) and the Interdepartnent Redio
idvigory Committee (TRAC), the Conrdseion now offers for public
comnent a draft statenedt entitled "Prelininary Views of the United
States of inmerien - Froquency Allocaticns for Speco Rediocarmnica-
tion"., It 4s not intended to be a rocamnended United States posi-
tion for the proposed 1963 spnce eonference of the Internaticnal
Telecavmnication Union, Rather; its purpose is to serve ns a
vohicle by which the idens and reactions of other countries ean be
obtained and taken into account,

Following study of tho coonerts received in responsc to
this Second Notice, the Camniseion, in ‘consultation with the OCDM,
expects to bnke such nodifications im the attachod statement in the
light of caments received as appear to be appropridte and
proctienble, The resultant statencnt then is expected to be
transmitted to the Departnent of State with o recormendntion that
it be used by U, S, roprosentatives as the basis of discussion with
othef ccuntrics,

2. Incstuch as the sttachod stateront has beon prepered for
intormtionnl study, it is prenature to indieate nt this tine the
ultinate nntional distribution of spectrur spacc as betweon
goverment nnd non-govornnent uscrs in the spaec sropran, Jddi-
tionnlly, since this dcounent reprosonts enly prolirinary vicws, it
is reascrmable to oxpect that it will be chan before it reanches
tho status of n U, 3, yraposal to an intornitiopal conference
enpawerad to alloento frequoncy space for spoce progroms, Following
such a conferenco, and depending upon the results thereof, it then
will be approprinte to perfect denestie arrangenonts for inglenenta- -
tion of the pnew nllocations,

3. The Cawrdesion rocognizes that, from o purely technienl
viewpoint, the attached prelininary views with respect tc frequency
support for space radiccormnication are based on projected as well
as prescnt tochnelogy and also on coyperetively 1lirdted oporstional
experience, They thercfore represent a present best estirate. of new
requirenents ceserving internationnl recogniticn, amd are subjeet to
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modification in the light of future developments in the space programs of the
United States and of other countries.

4. The attached statement is intended to be as complete and understandable
as possible without being overly long or ultra-scientific. In this context, and
taking into t its intended future use, not only comments directed to the
substance of the statement but also editorial suggestions, are invited.

5. The Commission recognizes that if the frequency allocations discussed
in the attached statement eventually should achieve treaty status, it will be
important to present and prospective users of the bands for non-space purposes
to know where the earth terminals of the space system(s) will be located. This
general problem of early identification of earth terminal site locations was
raised by Issue 9 * in this proceeding. Issue 9 was contained in a supplement
to the First Notice of Inquiry. Although the parties responding to Issue 9 were
not entirely in agreement, a majority of comments favored the idea. In any
event, the Commission presently believes that such action would be in the best
interests of ite licensees. Accordingly, a separate rule-making proceeding will
be initiated as soon as possible, looking toward the designation of & minimum
number of such sites and estzblishment of the protection criteria to be observed
by the sharing services concerned. These criteria will be based upon the filings
already received in this proceeding.

6. Any ioterested person is invited to file comments with the Commission
concerning this matter on or before June 23, 1961. Ho provision is made for
filing of reply commeénts. The urgency attaching to this matter from a mational
point of view makes it imperative that every effort be made to submit comments
by the date set forth herein. Due to the interest expressed in the subject of
space communication and the extensive intra-governmental coordination necessary
to formulate a national position on this subject, it is requested that an
original and 39 copies of each comment be furnished to the Commission.

FEDERAL COMMUNICATIONS COMMISSION

Attachment Ben F. Waple

Acting Secratary
Adopted: May 17, 1961

Released: May 19, 1961

* JIssue "9. Assuming, at least initially, (1) that existing surface
commmications must continue to function, and (2) that geographical
separation is the key to successful sharing of frequency bands, it
appears that earth terminals should be located in sparsely settled
areas, avay from concentrations of communication installations.
Therefore, should the Commission, on the basis of criteria developed
pursuant to the new issue three, give consideration to amending its
Rules at an early date to establish protected geographical areas to
be held in reserve for the installation of future earth terminals for
civil communication systems via space relays?.."
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1. INTRODUCTION = Studies of the world trend in telecommunication
requirements and the known plans for expansion of existing telecommunica-
tion facilities throughout the world have repeatedly indicated that begin-
ning about 1965 the loading of these facilities will approach saturation in
many areas. This is particularly true of such facilities as submarine
cables and high-frequemcy radio circuits. With regard to cables, economic
factors will govern the number of cables which will be installed and the
location of the terminals which they will serve. The matter of congestion
in the high-frequency spectrum has concernmed Members of the International
Telecommunication Union (ITU) for many years. There is mo fereseeable
reduction in the use of high frequencies for global commmication. On the
other hand, expansion of service in the high frequency bands will become
increasingly impracticable, Accordingly, it becomes necessary to seek
alternative means to satisfy growing telecommunication needs of the peoples
of the world, particularly of new or developing countries. These alterna-
tive means are needed for growth. Global communication via earth-satellite
relays promises to afford such an alternative which will be required begin-
ning about 1965. It is the purpose of this paper to set forth in broad
outline certain initial conclusions with regard to frequency allocations
for this promising mew telecommunication development, and other space radio-

ication need

1.1 Since the first demonstration of the practicability of trans-
mitting intelligence from one part of the earth to anmother by the use of
radio waves relayed by artificial satellites, the U.5.A. has been studying
the technical parameters which appear to be relevant to eventual frequency
allocations for all categories of space radiocommunication, in the context
of Recommendation No. 36 of the Ordinary Administrative Radio Conference
(OARC), Geneva, 1959.

1.2 The uses of sy radi ication may be grouped as
follows:

a. Aeronsutical Mobile.

b. Broadcasting.

c. Meteorological.

d. Navigation.

e. BSpace Research - guidance, control and assoclated
communications, including tracking and telemetering.

£, Communication relay (both active and passive).

1.3 While radio astronomy is not classified by the ITU as a spacs
service, nevertheless, because of its scientific importance, the matter of
radio astronomy allocations is under study.

1.4 An operating world-wide communication satsllite space service
is probably one of the first areas in which a practical use msy be mads
of satellites, iovolving high-capacity, reliabla information exchange
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between points on the earth's surface, including ships, aircraft and asero-
spacecraft. Relay may be effected by several means --e.g., low or inter=-
mediate altitude satellites in random or controlled orbit, high alcitude
satellites in synchromous orbit, natural or man-made paseive reflectors,
etc. International standardization of frequency allocations is a
prerequisite to the introduction of world-wide operational communication
satellite systems,

1.5 Certain relevant radio wave propagation data were made known
at the Plenary Assembly of the CCIR at Los Angeles in 1959. Subsequently,
the 1959 QARC at Geneva established certain allocations for space research.
These allocations, however, were not intended to date the larger
bands of frequencies required by satellite communication systems equipped
for high-capacity, multi-channel transmission.

2. AERONAUTIGAL MOBILE =~ The advances in the field of air trans-
portation in recent years point to the approaching need to accommodate
communications for aircraft and sercspacecraft operating at extremely high
speeds and altitudes. Present indications are that the speeds and altitudes
of aeronsutical operations will incresse om an evolutionary basis to speeds
many times in excess of that of sound and altitudes beyond 160 kilometers.
Purther, these operations are unique in that the aircraft or aerospace-
craft must operate in the earth's atmosphere during the departure and re-
entry phase of the flight and i{n space or near space during the middle
portion of the flight. .

2.1 Such flights, when operating in the atmosphere and traveling
at high speeds, are expected to require frequency bands much higher than
those aviation bands presently allocated due to ion shielding created by
thermal friction. For example, present indications are that 5 Gec/s
frequencies are the lowest usable order of the spectrum which will satisfy
radio commnication with vehicles traveling in the atmosphere at 17 times
the speed of sound. Until substantially more research and development has
been accomplished in this field, however, it is not possible to set forth

the entire space radiocommunication needs for the aeronautical mobile
services.

2.2 On the other hand, during the earlier stages of seronautical
evolution toward space operations, sp radi ication techniques
vill be tequired. That is to say, aircraft operating at speeds of 2 - 7
times the speed of sound and at altitudes beyond 80 - 100 thousand feet
will probably require a constant communication link with ground stations.
Flights of this nature can be controlled by a computer and sutomatic data
communications throughout the entire flight. Since constant radiocommuni-
cations of this type would be incompatible with the present aviation
system of common user frequency deployment, additional spectrum space is
required. Accordingly, the U.S. proposes to provide for aeronautical
mobile (R) service operation in the band 1540-1660 Mc/s on a shared basis
with radionavigation for this mode of aeronautical communications.
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3. BROADCASTING - "Broadcssting”" as the term is used in the Radio
Regulations mesns transmissions intended for direct reception by the
general public, 1t is probable that communication satellites will be used
to relay aural and television broadcast programs. However, the likelihood
that the general public will be receiving such transmissions directly. from
satellites in the near future seems remote. Special receiving stations on
the earth's surface may be established to relay programs over conventional
comunications systems to the broadcasting stations which already serve the
general public. The relaying of broadcast programs by mesns of satellites
would mot be &n operation in the broadcasting service.

4. METEOROLOGICAL = A "universal" meteorological satellite has been
the subject of internactional study in the World Meteorological Organization
(@40). The United States has psrticipated in this planning and is antici-
pating the ultimate use of meteorological satellites on an operational basis.

4.1 Two types of satellites are under consideration for the opara-
tional meteorological satellits system - polar or quasi-polar orbiting
satellites and the so-called synchromous orbiting satellites. Three types
of transmissions are plaoned with each of these systems:

4. From Command Data Acquisition statiom (CDA) to . -the .
satellite(s) during periods when the satellite is
within line-of-sight of the CDA station.

From the satellite to the CDA station on command during
the time the satellite is within linerof-sight of the
CDA station.

€. Continuous transmission from the satellite.

Ve Several frequency channels with various bandwidths will be needed
to meet these reéquirements, as follows:

4.2.1 The command frequency requirements can be met in the manner
proposed in paragraph 8 below.

4.2.2, Two channels of 90 ke/s bandwidth each will be, required for
digital ‘and slowed down video tramsmission from the satellite to the ground.
It i{s proposed to satisfy this requirement im the band 137-138 Mc/s. Thase
transmitters will have up to a possible maximum of 50 watts power output and
may operate continuously or om command.

4.2.3 Four chaonels of 5 Mc/s bandwidth each (includes guard band)
will be required for broad-band video transmission from the satellite to
the ground. Power output of these transmitters will be up to a possible
maximum of 50 watts, and initially will operate only on command and in
the vicinity of the CDA stations. The bands: 1660-1670 and 1690-1700 Mc/s
are proposed for the satisfaction of this requirement,
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4.2.4 A 100 Me/s band {s required for satellite weather radar. It is
proposed that this requirement for suitable precipitation detection, be met
in the radiolocation band 9.8~10.0 G¢/s in the manner indicated in para-
graph 8.

4.2.5 A channel of approximately 100 Mc/s bandwidth is required to
transmit a large volume of high resolution picture data from the satellite
to the CDA station on each orbital pass. It is proposed that this require-
ment be met in the band 7.2-7.65 Gc/s in the manner indicated in paragraph 8.

4.2.6 One channel of 100 Mc/s bandwidth is required for cloud detection
radar. These pulsed radars will have power output as high as 100 kW peak
power and operate throughout the orbit. It is proposed that this require-
ment be met in the band 33.4-36.0 Ge/s.

5. NAVIGATION = At such time as there {s available an operational
space satellite navigational aid of widespread interest to aviation and
shipping, appropriate frequency allocation provision for such a naviga-
tional system may be derived from bands available to the radionavigation
service. The roles of the International Civil Aviation Orgenization (ICAD)
and the Inter-governmental Maritime Consultative Organization (IMCO) with
respect to such aids are recognized in this regard.

6. SPACE RESEARCH - The experience of the U.S.A., to date, with the
"space research" bands allocated at the 1959 OARC at Geneva, together with
present planning estimates, indicate these should be augmented, At this
writing (April 1961) there have been 54 earth satellites launched, all with
transmitters on board. There has never been any report of interference to
other services from the space service although the space vehicles have
experienced interference from these other services. Consequently, the
U.5.A. suggests more protection to the space bands as well as some deletions
and augmentations., C d freq ies are mentioned for the first time,
and these can be accommodated on an area basis, but should be noted in tha
tabla. Present use of the 1959 OARC space research bands is summarized

in Appendix 1. Recommendations for their augmentation are set forth in
Appendix 2.

1. COMMUNICATION SATELLITES - The establist t of freq y allo-
cations  for communication satellites requires evaluation of various types
of information. The principal factors to be comsidered can be grouped

under the following main headings:

8. Radio wave propagation characteristics.
b, State of the art.

€. Amount of spectrum space required.

d., Feasibility of sharing.

e, Selection of bands.
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7.1 The conclusions which can be drawn after evaluation of these
five factors are not in all respect mutually consistent. For example,
analysis of some of the parameters involved will lead to & conclusion

that the allocation for communication satellites should be established

in one part of the spectrum, while analysis of other parameters will
indicate a need for & quite different part of the spectrum. The follow-
ing paragraphs sum up presently available {nformition on each of the factors
which appear to be relevant.

7.2 RADIO WAVE PROPAGATION CHARACTERISTICS - Radio wave propagation
data now available indicate there are several "windows" in different parts
of the radio spectrum through which radio signals may be transmitted from - .
the surface of the earth to points outside the earth's atmosphere, and
vice versa. The most significant of these "windows" from the standpoint
of the present state of development of the radio art and the limitations
presently imposed by space technology, appears to lie roughly between

100 Mc/s and 20 Gc/s. Appendix 3 contains 20 curves depicting the various
relevant parameters and their variations under different stated conditions.
It is spparent from evaluation of this Appendix that within the general
range of frequencies between sbout 100 Mc/s and 20 Gc/s there sre varying
degrees of attenuation affecting radio signals trapsmitted from the

earth's surface to a satellite in space, or vice versa, The choice of
frequency bands within the broad area represented by the "window" between
and about 100 Mc/s and 20 Gc/s must necessarily take imto account considera=-
tions other than the absorption and attenuation factors set forth in
Appendix 3. Consideration of bendwidth and state of the ar: indicate the
desirability of employing bands above 4 Ge/s. Batellite-to-satellite
relaying can be performed above 20 Ge/s without interference to or from
earthbound radio services.

7.3 STATE OF THE ART - Provision of spectrum space by the ITU for -

communication satellites, when effected, should serve to gutde Adminis-
trations for some years to come. It therefore appears necessary to take:
into account both the present state of the radio art and the anticipated
developments for the next seversl years. From available information it
would appear that the present state of the art lends itself to the inaug-
uration of the communication satellits space service only in those fre-
quency bands below about 10 Ge/s.. This is because the available receiver
input power, with practical systems which can be built at the present

time, will not overcome the various absorption and attenuation factors
sufficiently to provide continuous, reliable communication, under practical .
operating conditions, at frequencies much above 10 Gc/s. This situation
may be seen from Pigures 17 through 20 in Appendix 3, whén account is taken
of the fact that satellite powers of the order of only a few watts are
presently available. The intensive research and development programs now
under way will, however, lead to various improvements in the state of the
art, including much greater satellite transmitter power and sypporting
energy sources therefor, and it may be expected that frequencies up to
about 16 Gc/s may become usable for practical satellite systems.
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1.4 AMOUNT OF SPECTRUM SPACE REQUIRED - An appreciation of the smount
of spectrum space required for allocation to communication satsllite systems
of the future requires taking into account the present and foreseeabla
capecities of other communication systems and the anticipated growth and -
demand. for service, at least until about 1970, The existing systems include
transoceanic cables, conventional microwave radio relay systems, tropospheric
scatter systems, ionospheric scatter systems, land line circuits and high-
frequency fixed radio circuits.

7.4.1 The requirements of the psoples of the world to communicate are
not susceptible to exact mathematical prediction. It has been well estab-
lished over the years, however, that given a new communication facility,
the requirements to use it are seldom lacking. If a large number of new
internstional communication facilities of any type could be made available
at once, there is little doubt that they would soom be in regular use.

T.4.2 - An important consideration is that the financial costs involved
in building and launching communication satellites are such that a large
number of communication channels will have to be provided if the satellites
are to prove economically feasible.

7.64.3 Compared with conventional communication techniques, a relativaly
small number of communication satellite channels can presently be derived
foom a given amount of spectrum space, This is due to modulation techniques
presently employed which are chosen bécause of the relatively low orders of
power presently realizesble in satellite transmitters. As advances in the
state of the art are made it can be expected that the number of actual
communication satellite channels that can be derived from s given smount

of spectrum space will progressively increase. Nevertheless, the efficiency
(ratio of intelligence bandwidth to radio frequency bandwidth), at the
present time, is of the order of 10-15%. This consideration is influential
in estimates of the amount of spectrum space to be allocated initially

for commnication satellites. Moreover, the expected increase in channel
efficiency should serve to offset future growth requirements as comsunica-
tion satellite uses expand and the demands placed on them increase. A fur-
ther consideration is that the available channels in a given satellite must,
in effect, be divided among the various (earth) satellite terminal stations
in simultaneous communication with that satellite,

7.5 FEASIBILITY OF SHARING - On the basis of information currently
available, there is little doubt that it is feasible for a communication
satellite space service to share frequency bands with fixed and mobile
services to which these bands are now allocated, provided reasonable
engineering care is exercised by each of the sharing services. Because

of the low transmitting power capability of satellites expected to be used
during the next several years, it appears necessary to employ wideband
modulation techniques on board the satellites to improve the signal-to-
noise ratios to a usable level at the earth receiving terminal, even when
using high gain antennas and parametric or maser amplifier techniques, As a
result, the satellites' signals at the earth's surface will nmot be detect-
able by receivers in the fixed and mobile services. Satellite-to-earth

71036 0—61——12
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signale can thus be discounted as potential interference sources for several
years to tome, despite probalbe improvements in both microwave and satellits
technigues, within reasonable limits. Conversely, the likelihood of harm—
ful - interference to the reception on board satellites which might be caused
by tarrestiasl fixed and mobile atations also appears to be megligible. ' The
problem remaining them becomes one of preventing mutual interference betweet
the receiving and transmitting earth terminals of the space system and
stations of the services with which sharing is desired. Factors to be con=
sidered in preventing this interferemce are: geographical separation,
minioum permissible sntenna elevation angles for earth terminals, trans-
mitter .powers, antenns orientation, local terrain, and receiver noise
figures. However, mobile requirements are foreseen which dictate the néed
for minimal allocation provisions on an exclusive baiis,

7.5.1 Sharing criteris applicsble to the above problem are curreatly
under study in U.S. CCIR Study Group IV. Based on information currently
under development for introduction into that Study Group, it appears that
75 niles sepsration between earth stations will provide adequate protection
from mutual interference. This assumes that earth station antennas will
not be depressed below 7%° and a mean power of 1 kW into the esrth station
antenhs. 'This also assumes a smooth earth condition, and that the sntennas
are separated in asimuth by at least 10°. The separstion criteria, of
course, 'will vary with powers and toppgraphy.

7.6 SELECTION OF BANDS - The (.S.A. estimates that a total of sbout
3000 Mc/s of spectrum space should be.allocated at this time to meet fore-
seeable requirements until about 1970, Between 3700 and 8400 Mc/s, the
existing fixed and mobile space should be designated in the Table of Fre-
quency Allocations as follows:

3.7-4:2 Ge/s  COMMUNICATION SATELLITE SPACE (Space stations)
FIXED
MOBILE

5.925-6.425 Ge/s COMMUNICATION SATELLITE SPACE (Earth stations)
FIXED
MOBILE

COMMUNICATION SATELLITE SPACE (Esrth and
FIXED Space stations)
MOBILE

7.2-7.65 COMMUNIGATION SATELLYTE SPACE (Space stations)
FIXED
METEOROLOGICAL SATELLITE SPACE (100 Mc/s)
Mabile

COMMUNICATION SATELLITE SPACE (Space stattors)
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T.7-T-9 Gofs COMMUNICATION SATELLITE SPACE (Earth and

FIXED Space stations)
MOBILE

7.9+8.35 Go/s COMMUNICATION SATELLITE SPACE (Earth stations)
FIXED
MOBILE

8.35-8.4 Gc/s COMUNICATION SATELLITE SPACE (Earth stations)
This arrangement of bands provides:

a) A total of 1000 Mc/s for satellite-to-esrth transmissions of
which 50 Mc/s (7.65-7.7 Ge/e) is exclusively for that purpose
and the remaining 950 Mc/s shared with the fixed and mobile
services.

b) A total of 1000 Mc/s for earth-to-satellite transmissions of
which 50 Mc/s (8.35-8.4 Ge/s) is exclusively for that purpose,
and the remaining 950 Mc/s shared with the fixed and mobile
services.

¢) Two bands, shared with fixed and mobile services, not designated
at this time, either for earth stations only or satellite stations
only. These two bands (6.425-7.2 and 7.7-T7.9 Gc/s) are so placed
as to permit later adjustment as needed dependent upon the nature
and magnitude of requirements and advancements in the state of the
radio art.

d) A total of 2975 Mc/s for the communication satellite space
service.

8. CONCLUSIONS - The U.S.A. has concluded that, in order to:
a. Accommodate aerospacecraft,
b. Accommodate meteorological satellites,

¢. Augment the Space and Earth-Space (space research) bands
contained in the Geneva Radioc Regulations, and

d. Provide frequency allocations in the immediate future for
the reliable exchange, via commmnication satellite relay,
of high-capacity information between points on the earth's
surface, including ships, aircraft and aerospacecraft,

the Table of Frequency Allocations should be amended as follows:
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1

-

frequencies 14,0 acd 148.0 Mc/s, vith
& maximm bandwidth of 20 ko/s, may be used
. for satellite command purposes subject to
agreement between administrations concerned
|, snd those whose services, cpersting in
accordance with the Table, may be affected.

W B - e ey

e I

" METEOROLIGICAL AIDS ‘|
SPACE RESEARCH

_J__.- o A R

FOGBD - .mmqmcmhaoomdhsooacf,mn
MOK[IE except sero- | a maximm bendwidth of 25 ko/s, may be used
pautical mobile for satellite command purposes subject to
| agreement between admipistrstions concerned
—— e e e e 804 those whose services,operating in
BADLOLOCATION sccordance with tbe Table, may be sffected.

Ama teur
- el
i 310w

15.7-152'5

T 15251540 SPGE | In the band 1525-1535 Mofs, telem
- y.in

the band 1525-1535 Me/s, telemetry only;
the band 1535 wuo ucf-, command only.

®  Permitted service. ;
bd rwmuummmn.mmbmtm
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mm {Hc/s)
:.5&0-1660 mmmumm MOBILE (R] The use of the band 15uo 1660 Kc/a by the
AERONAUTICAL RADIONAVI- seronautical mobile (R) service is limited
GATION | tp mdiccommunications along civil routes
for flights utilizing space radio-
| communication technigues and which may be
operating in the space envirooment.
!In the band 1600-1660 Mc/s the sercveutical
| radionavigation service will be prétected
from barsful imterference from the sere-
|mut1e.n1 mobile (R) safvice for an m-
specified period of tims.
| 3k1ne
L e SRR s L S S -
1660-1670  METEOROLOGICAL The radio astronomy SRtvics 1s swther=
SATELLITE SPACE ized to use the band 1864.4-1668.4 Mc/s.
oo RAMdio AStronomy ____ . the radio sstroncmy service shall be
1670-1690 METEOROLOGICAL AIDB ! protected from harmful interference
(Redicsonde) | from pervices operating im othar bends
- et e e wwmnm -+ OBLY to the extent that these services
1690-1700 METEOROLOGICAL are protected from sach other.
SATELLITE SPACE
ST i e e L
1700-1710 SPACE RESEARCH
1710-2250 FIXED The band 2110-2120 Me/s may be used Tor
MOEILE | command of spacecraft engaged in deep
| space research, subject $o agreement
| between administrations ecocerned and
those vhose services, operating in
|mccordance with the Thllé, may be afTected.
2290-2300 SPACE RESEARCH For deep space ressarch only.

## Footnote as contaiped in Oeneve Redic Regulations, Wut with the limits
of the sppropriate band ehanged to read: 1540-1660 Me/s.
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COMMUNICATION Fér transmission only by communica-

SATELLITE SPACE ‘ t{on satellite stations whose field

FIXED | ‘strength at the earth's surface is

MOEILE ' below that detectable by receivers
- 4in the fixed and mobile services.

5.925+6.425 COMMUNICATION ° | For transmission only by earth sta-
SATELLITE SPACE ! tions, subject to sgreement between

FIXED " sdministrations affected.

MOEILE

e =it SR i T O s S o=
COMMUNICATION Transmission by earth stations in this
SATELLITE SPACE | band 1s subject to agreement between
FIXED administrations affected. When used
MOEILE - for commmication satellite stations,

the field strength at the earth's
surface ghall be below that detectalile
by receivers in the fixed and mobile
services.

The band T.12-T.13 Ge/s may be used
for command of spacecraft subject to
agreement between administrations
affected.

IT' For transmission only by communica-
tion satellite and meteorological
satellite stations whose field
strength at the earth's surface is
below that detectable by receivers
in the fixed and mobile services.

Meteorological satellite stations
| 'share 100 Mc/m of this band.

For transmission mly 'by communication
satellite stations.

Transmission by earth stations in
this band 1s subject to agreement
between the administraticns affected.

¥When used for comunication satellite
stations, the field strength at the
earth's surface sball be below that
detectable by receivers in the fixed
and mobile services.
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BAND .{Gc{'-a-)

ALLOCATTON
T.9-8.35 COMMURICATION For transmission only by earth sta-
SATELLITE SPACE tions and subject to agreement
betwveen administrations affected.
MOEILE ;

COMONICATION | For transmission only by earth sta-
SATELLITE SPACE | tions.

The band 9.9-10.0 Ge/s may be used
for satellite weather radar for
precipitation detection.

T 15.15-15.25 SPACE RESEARCH

31.5-31.8  SPACE FESEARCH

T33.4-36.0 — TADIGLOCATION — | BatellTte weather radars Tor cI00A
! detection share 100 Mc/s of this band,
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9. Certain proposed consequential changes to the Geneva Radio
Regulations are indicated in Appendix L.

10. These preliminary views of the U.S5.A. are put forth at this
time for informal discussion in the hope that such discussions, together
wvith additional experience and subsequent developments in the state of
the art, will lead to firm conclusions which can become the basis of
sction in vhatever administrative radio conference takes up the question
referred to in Recommendation No. 36 of the 1959 OARC, Ceneva.
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APPENDIX 3

TECHNICAL FACTORS INFLUENCING THE SELECTION
OF FREQUENCIES FOR SPACE COMMUNICATIONS

Adequate signal to noise ratio is a major factor im the satis-
factory operation of any communication system. In this appendix
available signal to noise ratio is assumed to be suitable criteria
for selecting frequencies for space communication. Factors influ-
encing the upper frequency limit in the range 1000 Mc/s to 40 Ge/s
are emphasized. Transwissions are assumed to be from the satellite
to the earth terminal. However, propagation may be assumed to be
reciprocal and the available signals shown will apply to transmission
in either direction.

Three major factors influence the available signal to noise
ratio in a space communicatfon: (1) The signal power available
under free space propagation conditions (2) The absorption in the
atmosphere and (3) The radio noise level.

Free Space Signals:

Figure 1 illustrates the frequency dependence of available
power at the receiver when isotropic antennas are used at both the
transmitting and receiving terminals. Note the available power
decreases as frequency increases.

Figure 2 shows how antenna gain increases as either antenna
physical size or operating frequency is increased. If a directive
antenna is used at either the transmitting or receiving terminal
or both, the gain from this chart may be combined with the values
of Figure 1 to estimate available signal power when directive
antennas are used.

Figure 3 illustrates the decrease in antenoa beamwidth as
operating frequency or antenna size increase.

Figure 4 illustrates the lack of frequency dependence when a
directive antenna is used at the earth terminal and an isotropic
antenna in the satellite. Note that available power increases with
antenna physical size but that the antenna's beamwidth becomes
increasingly narrow.

Figure 5 is a portion of Figure 4 illustrating that available
signal remains constant to the higher frequencies if ability to use
parrow beamwidth improves. The chart assumes physical size of the
antenna is limited.
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Figure 6 1s also a portion of Figure 4, illustrating that increas-
ing the physical size of the antemna offers an advantage only at the
lower frequencies if operational or other requirements establish a
minimum beamwidth,

Figure 7 illustrates the frequency dependence of available
signal power {f directive sntennas are used at both terminals.
Note that available power increases with frequency.

Figure 8 illustrates the leveling off of available signal power
at lower and lower frequencies as physical size of the earth terminal
antenna increases with an operationsl or other limitation of antenna
beamvidth,

Figure 9 {llustrates that available signal power levels off
at higher and higher frequencies as operational or other factors
decrease the required or available beamwidth for an antenna of
fixed phyeical size.

Figure 10 {llustrates that a plateau in the frequency range
develops if both terminals have maximum antenna size and minimum
antenna beamwidth' limitations. Note that for fixed minimum beam-
width limitations the plateau shifts to lower frequencies as antenna
sizes increase. Antenna sizes and beamwidths may be selected to
narrow the plateau until available signal power is maximum at a
discrete fraquency.

Figure 11 illustrates shift of the plateau to the higher fre-
quencies if antenna physical sizes are fixed and beamwidth 1imita-
tions are reduced.

pfal Absorption in Atmosphere :

Figure 12 is a nomogram to estimate atmospheric absorption of
the signal as a function of frequency, terminsl elevation and
vertical reception angle. The nomogram is based on theoretical
absorption in an atmosphere typical of Washington, D. C. in August,
Values from this chart can be combined with chart 1 and charts 4
through 11 to estimate available signal power in the absence of
rainfall. Additional theoretical snd experimental work are necessary
to more completely determine atmospheric absorption. This chart
is a first approximation.

Figure 13 is a momogram to estimate signal absorption due to
rainfall. These values should be added to those of Pigure 12 to
estimate total absorption during rainfall. The total absorption
may be further combined with the free space available signal power
from chart 1 and charts 4 through 11 to estimate available signal
during rainfall. Estimation of absorption due to rainfall is
complicated by variation of drop size distributions for the same
rainfall rate and by turbulence which may preduce a different water

189
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content in the air than indicated by surface measurements. Figure
13 applies to a typical drop size distribution in steady rainfall.

tellite

Figure 14 is a disgram of vertical reception mglu. measured above the
ground, to an equatorial stationary satellite at 105" west longitude.

BADIO NOISE:

Figure 15 is & nomogram to estimate noise power at the receiver.
1f effective antenna temperature is known enter with this temperature
and bandwidth. If effective temperature is not known it can be esti-
pated from frequency and vertical reception angle in the left hand
portion of the nomogram.

Signal to Noise Ratios:

pigute 16 combines the data of the previous charts to illustrate
the frequency dependence of available signals and noise in a simple
satellite system. The orbit is 1000 kilometers from the earth, the
earth terminal has a sea level location, the satellite has an isotropic
antenna, the entenns at the earth terminal is limited to 20 meters in
diapeter and the minimum beamwidth is 0.2 degreas. Note the available
signal starts to decrease between 5 and 6 Gec/s at all vertical angles
and at the lower vertical angles starts to decrease at even lower
frequencies during heavy rainfall. The same general shape of the curve
holds for a broad fixed beamwidth antenna om the satellite, e.g. 20 degree
beamwidth for antennas one meter in diameter or larger. Available power
will increase but frequency dependence is not altered.

Figure 17 illustrates available signal to nolse in a more sophis-
ticated satellite system using highly directive antennas in a 6000
kilometer orbit. Note that adequate signal power is extended to higher
frequencies especially in absence of rainfall.

Figure 18 illustrates slightly different assumptions than those
reflected in Figure 17.

Figure 19 i{llustrates available signal power in an even more
sophisticated satellite system using "stationary" orbit and extremely
directive antennas. Note that available signal power remains ade-
quate at even higher frequencies especially at vertical angles exceading
5 degrees.

Figure 20 is the same as Figure 19 except the system has been further
{mproved by the elevation of the earth terminal and ite location in an
area of "moderate" rainfall.

Conclusions:

(1) For all-weather unstabilized satellite communication systems,
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available signal to noise will decrease as frequency is increased sbove
about 6 Ge/s. The exact fregq y is dependent upon maximum antenns
size and minimum beamwidth limitations at the earth terminal,

(2) As systems become more sophisticated through stabilized
satellites and ability to use narrow beam antennas the upper frequency
limit increases.

(3) The upper frequency limit may extend to above 15 Ge/s for
sophisticated systems if reception is not required at very low angles.

(%) Theoretical disadvantages at the higher frequencies estimated
on the basis of clear channel operation may be offset by the increased
likelihood of successful frequency sharing at these frequencies since:

(a) Sharper antenna directivity tends to reduce the
vertical angle at which interference or noise from the
earth will dominate the signal from the space vehicle;

(b) Sharper antenna directivity reduces the degrees in
asimuth from which interference is likely;

(c) Wider bandwidths available at the higher frequencies
permit "spread spectrun” modulation techniques which
promise gains in immunity to interference;

(d) Atmospheric absorption tends to reduce low angle

interfering signals relative to the higher angle satellite
signals.

71036 0—61 13
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CHART TO ESTIMATE ATMOSPHERIC ABSORPTION AS A
FUNCTION OF TERMINAL ELEVATION AND VERTICAL ANGLE

(Atmosphere Typical Of Washington D.C. In August)

70
50

| USE OF CHART =5
Terminal | f0 ‘ (1) Enter With Freq- =
Elevation ] | And Terminal El.
Above Sea | (2)Mark Reference — 30
Level m (3) Enter With Mark

ICIIOIETEry || And Vertical Angle

20

|
e

|
i \ (4) Read Absorption
|
2

Ja\

(4)
(3) G

i,

——
—

EXAMPLE
Frequency 15 Gel s
Elevation 1 KM
Vertical Angle 5°
Aborption — 1 DB

Atmosphere .‘\blor‘rtinn - Decibels

REFERENCE L

Vertical Reception Or Radiation Angle - (A) - Degrees

30

40

—50

| L— g0
20 25 30 40

Gel s FIGURE 12
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CHART TO ESTIMATE ABSORPTION BY RAINFALL

Enter With Freq And Rainfall Rate (5) Enter With Mark And (H)

Mark Reference Line (6) Read Absorption

Enter With Mark And (A) (7) Multiply Lower Of (4) Or (6)
Read Absorption By Vertical Depth Of Rainfall

EXAMPLE:
At 12 Ge/ s IN e
Moderate. Rain
2 KM In Depth
Extending 30 KM 50 —
Absorption 3 2 DB
When A = 5*
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APPENDIX &

tial changes to the Radio Regulations

RR_ARTICLE 1
Asronautical Mobile Service: (#33 revised)
A mobile service between séronautical stations and aircraft or

serospacecraft stations, or between aircraft statioms, in which
survival craft stations may also participate.

Space Service: (#70 revised)

A service of space radiocommunication between earth stations and
space stations, or batween space statioms.

Barth-Space Service: (#71, delete)
Space Station: (#72 revised)

A station in the space service intended to be used beyond tha
earth's sensible atmosphere.

Earth Station: (#73 revised)

A station in the space service located either om the earth's sur-
face, on board a ship, an aircraft, or an aerospacecraft.

nica tellite: (New)

An earth-satellite which is intentionally used to reflect or
relay radiocommunication signals in the space service.

Communication Satellite Space Service: (New)
A space service using communication satellites,
Communication Satellite Station: (New)

A space station in the communication satellite space service om
board a communication satellite.

Satellite Terminal Station: (New)

An earth station in the communication satellite space service.

Aerospacecrafe: (New)

A vehicle capable of traveling both within and beyond the sarth's
sensible atmosphere.
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Meteorological Satellite Space Service: (New)

A space service providing for the one-way transmission of meteoro-
logical information from meteorological satellite stations to earth
stations.

Meteorological Satellite sntiog: (Hew)

A space station in the meteorological satellite service.

Space Research Service: (New)

A space service providing for the acquisition and transmission
to earth stations, or between space stations, of sclentific and
technological information acquired by or pertaining to earth satellites
or spacecraft,

RR ARTICLE 7
Amend No. 429 to read:

"Frequencies in any band allocated to the aeronautical mobile (R)
service are reserved for communications between any aircraft or
serospacecraft and those aeronsutical stations primarily concerned
with the safety and regularity of flight along national or inter-
national civil air routes."

Amend No. 430 to read:

"Frequencies in any band allocated to the aseropautical mobile
(OR) service are reserved for communications between any air-
craft or serospacecraft and aeronautical stations other tham
those primarily concetned with flight along national or inter-
naticual civil air routes,"
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BEFORE THE FEDERAL COMMUNICATIONS COMMISSION,
WASHINGTON, D.C., MONDAY, JUNE 5, 1961

Docket No. 14024

Im the Matter of an Inquiry Into the Administrative and Regulatory Problems
Relating to the Authorization of Commercially Operable Space Communication
Systems

The above-entitled matter came on for hearing, pursuant to notice, at 10
a.m., before Commissioners Newton N. Minow (Chairman), Rosel H. Hyde,
Robert T. Bartley, Robert E, Lee, T. A. M. Craven, and John 8. Cross, in room
7134, New Post Office Building.

Appearances :

R.C.A. Communications, Ine.:
Thompson H, Mitchell, president
Howard R. Hawkins, vice president and general attorney
Elmer W, Engstrom, senior executive vice president
Philip F. Siling, director, RCA Frequency Division
Tropical Radio Telegraph Co. : Robert V. Howley, president
Western Union Telegraph Co.:
K. B. Mitchell, vice president, international communications
Samuel M. Barr, vice president, planning
American Rocket Soclety : Andrew G. Haley, general counsel
American Securities Corp.:
Paul A. Porter, counsel
Samuel Hoffman
Carl B. Hess
Anthony Sirna
General Eleetrie Co.:
Joseph M. Kittner, counsel
Herbert A. Bergson, counsel
Donald T. Atkinson, vice president, Communications Satellites, Inc.
Harold T. Hokanson, vice president, Space Communications Satellites,
Ine.
General Telephone & Electronics Corp. :
Theodore F. Brophy, vice president and general counsel
Dr. Herbert Trotter, president
International Telephone & Telegraph Corp. :
Francis J. Harkins, counsel
David I. Margolis, assistant to the president
Henri Busignies, vice president and general technical director
Lockheed Aireraft Corp.:
Beardsley Graham, special assistant, communications satellite
Theodore Pierson, counsel
Ameriean Cable & Radio Corp.:
John A, Hartman, Jr., vice president and general counsel
Bertram B. Tower, president
American Telephone & Telegraph Co, :
Edward B. Crosland, vice president
George L. Best, vice president
Horace P. Moulton, vice president and general counsel
James E. Dingman, vice president and chief engineer
Hawalian Telephone Co. : Omar L. Crook, attorney
Press Wireless, Inc. : Donald K. de Neuf, executive vice president
Radio Corp. of Puerto Rico: Francis J. Harkins, counsel
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Department of State:
Philip Farley, Special Assistant to the Secretary for Atomic Energy
and Outer Space
Arthur Lebel, Assistant Chief, Telecommunications System
Richard Black, Telecommunications System
Arthur Crosby, United Nations Political Affairs
Department of Justice:
John James, Antitrust Division
Robert Saloschin, Office of Legal Counsel
National Aeronautics and Space Administration :
Robert Nunn, Special Assistant to the Administrator
Arnold Frutkin, Director of International Programs
Federal Aviation Agency : Martin Menter, Office of General Counsel
United States Information Agency : Stanley Plesent, Deputy General Counsel
Office of Civil and Defense Mobilization ; Fred Alexander, Director of Tele-
communications
National Aeronautics and Space Couneil: Dr. Edward C. Welsh, Executive
Secretary
Interstate and Foreign Commerce Committee, House of Representatives:
Dr. Kurt Borchardt, legal counsel
Senate Commerce Committee, U.8, Senate: Nick Zapple, Communications
Counsel
Committee on Science and Astronautics, House of Representatives: Frank
Hammill, counsel
Library of Congress: Edward Wenk, Jr., senior specialist, science and tech-
nology, Legislative Reference Section.

PROCEEDINGS

The CrHAIRMAN, The committee welcomes each of you to our meeting this
morning,

We meet today for what may in the course of time become one of the most
important developments in the revolutionary history of communications, Secience
has now brought us to the threshold of space communication satellite systems,
between all nations of the world, and today Government and private industry
meet to respond to the challenge put to our free society to achieve as quickly as
we can a communications satellite system which will operate in the public inter-
est,

May we at this time have the appearances of those present for the record.

First, I would like to have the appearances of those who are here from the
Government.

From the State Department?

Mr. Farcey. Would you like us to identify ourselves?

The CHAIRMAN, Yes. Would yon, please,

Mr, Farrey. I am Philip Farley, Special Assistant to the Secretary for Atomie
Energy and Outer Space. And I believe these gentlemen can introduce them-
selves,

Mr. Leper. I am Arthur Lebel, Assistant Chief of the Telecommunications
System,

Mr. Brack. I am Richard Black, also with the Telecommunications System.

Mr. Crossy. Arthur Crosby, United Nations Political Affairs.

The CuaeMAN. From the Justice Department ?

Mr. James. John James from the Antitrust Division.

Mr. SaroscHIN, Robert Saloschin, Office of the Legal Counsel.

The Cramman. National Aeronautics and Space Administration.

Mr. Nuxw. Robert Nunn, Special Assistant to the Administrator.

Mr. FruTrkiN. Arnold Frutkin, Director of International Programs.

The CHAmRMAN. There are some observers from other Government agencies,
but I gather, unless they want to identify themselves or intend to talk

Are there any such?

All right, we will move now to the international carriers, American Cable &
Radio Corp.

Mr. Harryman. John A. Hartman, Jr., vice president and general counsel.

Mr. Tower. Bertram B, Tower, president.

The CHalRMAN. American Telephone & Telegraph Co.

Mr., Crosraxp. Edward B. Crosland, vice president.
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Mr. Best, George Best, vice president.

Mr. MovrroN, Horace P. Moulton, vice president and general counsel,

Mr. Dineumax. James E. Dingman, vice president and chief engineer,

The CHamuan,. For the Hawaiian Telephone Co.

Mr. Crook. Omar L. Crook, attorney for the Hawailan Telephone Co,

The CHAIRMAN, Press Wireless, Inc.

Mr, pe Nevr. Donald K. de Neuf, executive vice president.

The CramMman. Radio Corp. of Puerto Rico.

Mr. Harxins. Franeis J. Harkins, counsel.

The Caamyan. RCA Communications, Ine.

Mr. Mrrenevt. Thompson H, Mitchell, president.

Mr, Hawgins, Howard R, Hawkins, vice president and general attorney.

Mr. ExastroMm. Elmer W. Engstrom, senjor executive vice president, RCA,

Mr. Smane. P. I, Siling, director, RCA Frequency Division.

The CrarMmax. South Puerto Rico Sugar Co.

No one here,

Tropical Radio Telegraph Co.

Mr. HowrLEy. Robert V. Howley, president.

The CHAIRMAN, United States-Liberia Radio Corp.

No one here,

Western Unlon Telegraph Co.

Mr. MircueLn, K. B. Mitchell, vice president, international communiecations.

Mr. Bagr. Samuel Barr, vice president, planning,

The CHATRMAN. Now there were certain other parties filing comments in
Docket 14024, American Rocket Society.

Mr. HaLeY. Andrew G. Haley, general counsel.

The CramrMan. American Securities Corp.

Mr. Porrer. Paul A. Porter, counsel : Mr. Samuel Hoffman, Mr. Carl B. Hess
and Mr. Anthony Sirna.

The Crairymax. General Electrie Co.

Mr, Krrrser. Joseph M. Kittper, counsel : Herbert A. Bergson, counsel ; Don-
ald Atkinson and Mr, Harold Hokanson, accompanied by certain advisors.

The CramrMaN. General Telephone & Electronics Corp,

Mr. Bropuy. Theodore F. Brophy, vice president and general counsel, and
Dr. Herbert Trotter, president,

The CHAtRMAN, International Telephone & Telegraph Corp.

Mr. Hargixs. Franeis J. Harkins and David L Margolis, and Henri Busignies,
vice president,

The CuairMax, Lockheed Aireraft Corp.

Mr. GRAHAM, Beardsley Graham, special assistant, Communications Satellites;
uccompanied by Theodore Pierson, counsel.

The Cuamman, Radio Corp. of America.

They are represented

In our first report in docket 14024 the Commission stated thet the formation
of a joint venture composed only of existing U8, common carriers engaged in
international telephone and telegraph communications deserved exploration at
this time as a means to promote the orderly development of a commercial space
satellite communications system. As indicated in that reéport, the purpose of to-
day’s conference is to exchange views as to the plans and procedures under
which this exploratory effort may best go forward.

We have arranged, as you see, for a reporter to record our discussions,

At the outset the Commission emphasizes that it is not the parpose of this
conference to review the merits of the Commission’s belief that only the inter-
national ecarriers should presently participate in such a venture. That matter
has been raised in a petition requesting reconsideration of our first report, which
will be carefully considered by the Commission after receipt of replies and other
statements.

Accordingly, we request that the participants today direct their comments to
the precise objective of this conference—exploration of the manner in which
the organization of a suitable joint venture by the international carriers can pro-
ceed both quickly and satisfactorily.

In its first report the Commission pointed out that it is not now posgible
or feasible to indicate all of the specific features which it believes should be
incorporated in the joint venture, and that these are matters which will re-
quire careful study and formulation.
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The Commission did, however, enumerate certain minimum objectives that
any joint venture must meet. These objectives are the following:

1. Any joint venture must contain clear and definite provisions which will
insure that existing and future international common carriers, whether or not
participating as owners in a joint venture, shall have equitable access to and
nondiscriminatory use of the satellite system under fair and reasonable terms so
that they may obtain communication facilities in this system to serve oversea
points with the type of services for which they are licensed or authorized by
the Commission.

2. Any joint venture must make adequate and effective provisions, such as
competitive bidding, to insure that there will be no favoritism in the procure-
ment of equipment required for the construetion, operation, and maintenance
of a satellite system.

Although not specifically stated in our first report, it should be understood
by all that we look toward the establishment of a truly global communication
system, and that it is essential for any joint venture to provide for ownership
participation and equitable access to the facility by all interested foreign
countries.

In this same vein the eventual system should possess a capability for aceept-
ing both heavy traffic and light traffic from a large number of locations through-
out the world. This is generally referred to as the multiple-access feature, and
I am sure the importance of this feature will be apparent to all.

The United States, through the International Telecommunications Union and
otherwise, shall continue its policy of close cooperation and consultation with
all nations of the world interested in obtaining the benefits of a global space
system,

I want to make it perfectly clear that the Commission's abstention at this
time from specifying other objectives and safeguards is not to be taken as an
indication that the Commission will not serutinize critically each and every
feature of any plan that may be evolved.

Any plan which is not fully compatible with the foregoing objectives or
which fails to satisfy or is in conflict with the public interest in any other
significant respect will not be acceptable to this Commission.

It is the Commission's view that the initiative in forming any joint venture
should rest with the carriers themselves, This means that there must be
talks between the various carriers. Presumably, such talks will be carried on
by a committee composed of representatives of each earrier meeting at regular
intervals.

We do not here propose to decide the degree of Commission participation, if
any, in these diseussions of earriers. This is a matter which will be determined
very shortly and before the initiation of such talks.

In any event, we shall, of course, expect the carriers to submit periodically
detailed reports with respect to the status and progress of their negotiations.

Now I think I have said enough to provide a basis for disenssion, I shall now
ask the parties present for any comments and suggestions that they desire to
make.

If the carriers are prepared to state whether they intend fo participate in
ownership in any joint venture, T wonld like them to =20 state and to indicate
the extent to which they would be prepared to invest funds,

We have a microphone here. Can yon all hear?

All right.

If yon prefer, as I call on you to come up and speak here, it is up to you as
von prefer.

We will hear now from the carriers individnally with their comments, First
from the American Cable & Radio Corp.

Mr. Krrrxer. May 1 have the privilege of turning off one of the fans?

The CrareMax. Certainly.

STATEMENT ON BEHALF oF AMERICAN CABLE & Ravro Core,, BY JoHN A.
HARTMAN, JR.

Mr. Hagrmax, Mr, Chairman, Mr. Commissioner, and guests of the Commis-
sion, I am, of course, speaking for American Cable & Radio Corp. And Mr.
Tower is also representing us.

We, as you know, operate through our subsidiaries, international telegraph
between the United States amnd most of the points of the world. We maintain
direct eable cirenits between the United States and Canada, Ireland, the Azores,
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the United Kingdom, and the Continent as well as south to Central and South
America and the Latin American area.

Our direct radio-telegraph circuits are operated between the United States
und the prineipal countries of the world.

With reference to your inquiry, A. . & R. does wish to participate in the
ownership, maintenance, and operation of satellite communication system
facilities,

Although our companies do operate facilities at many points abroad as well
as in the United States, it is our understanding from your first report that we
are talking now about the American interests in such systems. That being the
case, A. C. & R. would be concerned with ground stations in the continental
United States, the Virgin Islands, Puerto Rico, and Hawaii, together with the
interest in the satellites themselves.

We dare not now in a position to specify exactly what participation we can
bave in this. But we would expect our participation to bear a reasonable
relationship to our expected use of such system, together with the other T.8.
areas which will participate.

We would anticipate that some joint-venture vehicle would have to be created
in order to finance the construction and maintenance of this system, whether
that vehicle take the form of a partnership, corporation, or, simply, as in the
case of the modern coaxial cables, operating agreements.

We therefore entirely concur with your thoughts, Mr. Chairman, that the
approach to it would be the ¢reation of an ad hoc committee under the aegis of
the Commission to the degree that the Commission feels it should participate
in order that we can obtain the necessary—not only obtain but coordinate the
necessary statistical and financial material that is necessary to determine the
degree of participation and the form that the organization shonld take.

In this connection we would assume also that the concept is that the ground
stations abroad would be owned, maintained, and operated by foreign companies
or administrations, and we would expect that, in all probability, there will be
A desire on the part of some of those administrations at least to have an owner-
ship interest in the satellite itself. That being the case, we think another
thing that the committee should look into is the possibility of either present or
future ownership in such satellites so that the foreign administrations ean par-
ticipate fully on an international basis if they so wish,

I think that completes our initial statement. Thank you very much for the
opportunity, and it may well be that we will have further suggestions when
we have heard what other people have to |ay.

The CrHAIRMAN. Thank yon, sir.

We will next hear from the American Telephone & Telegraph Co.

STATEMENT ON BEHALF OF AMERICAN TELEPHONE & TELEGRAPH Co.,
BY James E, DINGMAN

Mr. DinemaN, We think the Commission's first report is sound and in the
public interest,

The U.S. international common carriers should be given the opportunity to
work out a joint venture looking toward the establishment of a commercial
communication satellite system with the interested foreign communications
agencies. We stand ready to join with all the other international carriers in
discussions to this end.

We would expect to participate in the ownership of the satellites themselves,
and own and operate ground stations in the United States.

We fully accept the conditions which this Commission has indicated it will
impose on any joint venture which may be formed and upon its continued opera-
tion. Indeed, we believe that the first report defines a framework of safeguards
which should fully serve the public interest,

One fact shonld be kept uppermost in mind. The forelgn communications
agencies will have at least an equal interest in the satellite system itself, for
every message that originates in the United States, terminates abroad, and
vice versa. For this reason, this country's leadership can only be exercised
through the prompt nse of our technological advantages in this field to propose
a system which will be acceptable to and have the support of the prineipal
foreign agencies involved.
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This necessity of accommodating not only the views of the U.8. participants
but those of many foreign administrations present technological and economic
problems of great magnitude. These can only be solved by pressing forward
quickly. Therefore, we think discussions between the international carriers
should be commenced very promptly and should be grounded on certain common
understandings ; namely, that time is a critical factor. The system should be
reasonably within current technology ; the system must provide service, quality
and reliability comparable to that available over existing facilities for all
services ; the system must be available for use of all U.S, international carriers,
and provide facilities suitable for the communications services each may be
authorized by the Federal Communications Commission to render.

The engineering concepts and ownership arrangements must be acceptable
to the foreign communications administrations, and should have the flexibility
to permit participation by small or newly developing nations.

Military requirements shonld also be taken into account. We have advanced
certain proposals, both with respect to the engineering aspects—docket No.
18522—and with respect to ownership and use of the satellite system-—docket
No. 14024. However, we regard these proposals as a basgis for discussions but
not as representing a fixed position on our part.

Given the common objective which I think we all share, it is our view that
the success of such discussions should not be inhibited by inflexible positions
taken by any participants.

I want to add that we agree with the suggestion made by the American Cable
& Radio that we form an ad hoe committee to get going. Thank you.

The CrargMax. Thank you, Mr, Dingman.

Any questions?

Thank you.

The Hawaiian Telephone Co.

STATEMENT ON BEHALF 0F HAWAIIAN TELEPHONE Co,, BY OMAR L, CROOK

Mr. Crook. 1 am counsel for the Hawaiian Telephone Co. Our company for
many years has been engaged in oversea communications services. In 1931, to-
gether with the American Telephone & Telegraph Co. and RCA Communications,
radio service between Hawaii and the mainland of the United States of America
wis established. In 1957, in conjunction with the American Telephone & Tele-
graph Co., communications service between Hawaii and the continental United
States was provided via cable.

It appears to us that the proposed means of providing communications via
satellites is, in essence, an additional means of providing communications be-
tween the United States and other points in the world. Based on past experi-
ence where the carriers themselves have been the only entities involved in pro-
viding this service, it appears to us that this same general rule should apply for
communications services via satellites. Accordingly, it is our present view that
we should join with other communications common carriers in jointly providing
a satellite communications service.

Our company will be interested in providing the necessary ground facilities in
Hawaii and, very likely, in an ownership interest in the satellite system. Thank
you.

The CrnarMAN. Thank you.

Any questions?

Thank you.

Press Wireless, Inc.

STATEMENT ON BERHALF OF PRESS WIRELESS, INC,, BY DoNaLp K. pE NEUF

Mr. pE Neur. My name is Donald K. de Neuf. Thank you for inviting us here.
We have filed our comments, which I think is about all we can say at the present
time.

It looks to us as though the Commission is laying the proper ground rules for
this thing in the public interest, and it appears to us that all of the companies,
both international and manufacturers, are approaching this thing from the stand-
point of providing a service in the public interest.

I do have mixed feelings with regard to the pressure which the Commission
must be faced with in regard to speed, which is essential. T am sure that we
are living just a little bit in terror that some morning we will come to the office
and find a message from a foreign administration asking us if on a certain date
we can meet their communications system which is to be fired up, and nnder this
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pressure I think we will have to be careful that we don't miake mistakes at this
time. But it strikes me at the present time that al lof us are doing everything
we can toward an intelligent objective. Thank you.

The Cuamman. Radio Corp. of Puerto Rico.

STATEMENT ON BEHALF oF RADIO CoRP. 0¥ PUERTO Rico, BY Franois J, Harkins

Mr. Harkins, Mr. Chairman, with your permission, 1 would like to speak for
ITT and, thereby, cover Radie Corp, of Puerto Rico. Maybe this will add some
speed to what we are doing.

To be very brief, I'TT definitely intends to participate in the ownership, main-
tenance, and operation of the satellite communications system now under dis-
cussion. We would expect, as pointed out by Mr. Hartman, that our participa-
tion would bear a reasonable relationship to the expected use of the system by
our subsidiaries. We, therefore, concur in the statement by A, C. & R, the
proposal rather, that there be an ad hoe committee of the carriers to move
forward with this project.

Thank you, sir.

The CHARMAN. Thank you.

RCA Communications, Ine,

STATEMENT ON BEHALF o ROA COMMUNICATIONS, INC., BY
TromprsoN H. MITCHELL

Mr. MitcHELL. My name is Thompson H. Mitchell. I am president of RCA
Communications, Inc., 66 Broad Street, New York, N.Y.

On behalf of my company, 1 want to express our appreciation for the oppor-
tunity to appear here today and to participate in this important conference,
It is most desirable that we explore plans and procedures to foster and ac-
celerate the establishment of a commercial communications satellite system in
the public interest,

We wholeheartedly support the conclusions of the Commission in its first
report in docket No. 14024, The Commission's section is not only appropriate but
it is a significant step toward the achievement of our ultimate objective, the
establishment of a worldwide communications satellite system,

We are fully prepared to move forward in this endeavor jointly with the Com-
mission, other U.8. Government agencies, and the international communications
common carriers. We will desire to coordinate our efforts with our oversen
correspondents, the authorized communications agencies around the world as
they will be importantly involved in the establishment of an operational com-
mercial satellite system.

In our view, it is most significant that a commercial communciations satellite
system be used in international communications as an addition to, rather than
as a replacement of, present and future submarine cable and high-frequency
radio systems.

A communications satellite system, when it becomes operational, should, there-
fore, be integrated in an orderly and prudent manner with the present systems
around the world. This will enable the international communications common
carriers to continue the business of serving the public and all nations as eco-
nomically and as efficiently as possible.

As only one commercial satellite system is contemplated, we must insure that
this system will be designed to accommodate the needs of communications agen-
cies of other nations and to achieve maximum utility at minimum cost with re-
spect to investment, the use of frequencies, and operation.

The Commission's first report has laid down a solid foundation for the develop-
ment and operational integration of a communieation satellite system. In the
light of the first report and with future needs certain for satellite communica-
tion, it is most desirable that we proceed expeditionsly with coordinated research,
development, and experimental trials.

We favor an aggressive, total effort in research and development because we
will then be making the progress which is more important now. We believe that
experimentation should continue with sufficiently wide variation, consistent vari-
ables, so that the best choice can be made as the work progresses,

Appropriate freedom should be given to test techniques and apparatus as part
of a proposed satellite system and to fleld test satellites in space where such tests
fre necessary.
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We, in RCA, will proceed with all possible dispatch in the development of com-
munication satellite systems. We have referred to certain of our activities in
filings in docket No. 13522 and in docket No. 14024, including Project SCORE, the
first successive satellite relay of volce transmission, and TIROS I and TIROS
11, televicion weather satellites,

It is our hope that we shall be able to contribute importantly toward the total
effort. We are continuing to devote substantial resources to our own studies and
experiments directed to the solution of problems related to the development of a
practical and reliable communications satellite system. We intend to participate
fully as an international communications common carrier in the furnishing of
international communication services via satellite systems. We expect to require
a substantial segment of the capacity of the satellite system in order to satisfy
the increasing demands for our international communciations services, We de-
sire to participate on a basis consistent with economic feasibility and the need
for transmission capacity in the satellite system.

Though it is, of course, premature to make hard and fast decisions concerning
an operational satellite system, we wish again to state our intentions to cooperate
fully and to do everything within our capabilities to implement the Commission’s
conclusions in its first report.

We recommend that a joint government international communications com-
mon carrier industry group be set up promptly under appropriate safeguards to
coordinate the efforts being made in this endeavor and to bring to bear the best
available talents and ideas

This group should be concerned with the regulatory, administrative, and
technical problems. Subgroups may be designated to develop particular phases
of the overall program. As its initial assignment, this group could work out
appropriate schedules for research and development hy government and industry
and of appropriate plans and procedures for joint undertakings by the interna-
tional communications common carriers,

It will be necessary to deal adequately with the comprehensive and complex
problems which are involved, but we are confident that sound solutions gan be
developed through such joint efforts,

Thank you.

The CHARMAN, Thank yvou, Mr. Mitchell.

Is there anyone here now for the South Puerto Rico ‘-sumr( 0.

The Tropical Radio Telegraph Co.

STATEMENT ON BEHALF oF TROPICAL RADIO TELEGRAPH Co., BY ROBERT V.
HowLEY

Mr. Howrey. I am Robert V. Howley, president of Tropical Radio Telegraph
Co,

As the Commission knows, Tropical is a comparatively small carrier in its
relationship to the Big Three. Eighteen of our twenty stations are located out-
side the United States, in the tropics. We have followed the Commission's
initial report with a great deal of interest, and we are entirely in sympathy with
the way it was prepared and the tentative conclusions which were incorporated
in that report.

Speaking for my company, we would not be prepared to share in the cost of
such a system, We would avail ourselves, however, of that all-important para-
graph in the Commission’s initial report where we would have access to the
facilities, if and when we desired to make use of them on a nondiseriminatory,
fair basis, 8o that we could continue to comply with our obligations to the United
States and to the other countries where we have charters and concessions.

The Central American countries and Panama are low-volume countries, and
we would have to weigh very carefully, even assuming we had access to these
facilities, the cost of ground station installation in those small countries. It
would have to have relationship to what the charge would be, what facilities
we could use that we have a demand for, and at the present time we have ample
facilities, both radio telegraph and radio telephone, for all the communications
that are offered to us,

So again I repeat that T agree with the initial assignment of the Commission
that this should be a carrier and only a carrier operation, but we will not con-
tribute, but we will avail ourselves of the ability to lease at the proper time.

The Cramyax. Thank you, Mr. Howley,

15 there anyone here now for the United States-Liberia Radio Corp?

All right, we will hear from Western Union Telegraph Co.
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STATEMENT ON BeBALF or WesTERNy Uxioy Terecrarn Co, BY K. B, MrrcHELL

Mr, MitcueLL, I am K. B. Mitehell, vice president, international communica-
tions, Western Union.

Mr. Chairman, we appreciate being here. We generally agree with the state-
ments of the other earriers. We, however, find ourselves in a different posi-
tion because of our divestment provisions. S0 we want to cooperate with this
committee; we want to work with it. But further than that I can't say at this
moment.,

Thank you.

The CramrMAN, Thank vou, Mr. Mitehell.

At this time the Commission would like to hear from the representatives of
the varions Government departments and agencies. Could we start first with
the representatives of the State Department,

STATEMENT ON BEHALF OF THE DEPARTMENT OF STATE By Mg FARLEY

Mr. Farrey. Mr, Chairman, I can say only that we welcome very much this
opportunity to attend your hearing. We are not, however, in a position at this
time to make any statements of position which would be helpful to you.

If there is any particular point you would like me to address myself to, I
would be glad to, but I have not come with any prepared statement.

The Cnatrsmas, In the event that a committee of the carriers is established,
would the Department want to participate further?

Mr. Farrey. I believe, Mr. Chairman, that we would have to examine that in
the light of the particular terms of reference that the proposed committee is to
be given. We would certainly engage to consider that promptly and answer you.

The CHAIRMAN, Any other questions from the Commission?

All right, thank you,

May we have a comment from the Department of Justice?

STATEMENT ON BEHALF OF THE DEPARTMENT OF JUSTICE, BY JOHN JAMES

Mr. James. Iam John James of the Department of Justice.

The Department of Justice recognizes the complexity of the problems con-
fronting the Commission, as well as the urgency in moving forward toward a
workable and efficient system,

The Department urges that no action should be suggested or taken which
might result in delay.

In its statement of May 5, 1961, the Department of Justice discussed those
antitrust factors which it felt warranted consideration by the Commission in
dealing with the problem of ownership of the proposed satellite system.

Since only one commercial system appears feasible in the near future, the
Department believes, in concurrence with the Commission and apparently with
all interested parties, that a joint venture which is consistent with the antitrust
laws offers the best available method of achieving the common goal, a workable
system at the earliest possible date,

As the plan for joint action is developed, we urge that the Commission con-
sider the desirability of expanding the base of ownership of the satellite com-
munication system. We believe that a further expansion of ownership and
participation in the joint venture will reduce the possibility that the system will
be controlled by a single company, and that a wider diversity of ownership will
promote research and development in the satellite communication field,

The Department of Justice is desirous of assisting the Commission in any way
possible in order that this project may move forward. We will lend whatever
assistance is necessary to help work out a method whereby all conflicting con-
siderations regarding this matter may be accommodated in a manner consistent
with the overriding national interests in establishing a workable system at the
earliest possible date.

Thank you,

The CHAmMAN, Mr. James, in the event that a committee of carriers is estab-
lished, would you give us the benefit of the Department’s thinking on the safe-
guards and the antitrust laws in connection with the day-to-day operations of
the committee?

Mr. James. I am not prepared to do this at this time, but we certainly will do
that.

71036—61
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The CaamMax. You will do that?

Mr. JameEs. We will do that,

The Coamyan, Well, I would request that you cooperate with our staff to
give us u guide as to what supervision the Department might want to provide.

Mr. James. We will be prepared to do that any time it is convenient to the
Commission.

The CHAIRMAN, Any questions?

Commissioner Cross. I have a brief question.

Mr. James, saying that the carriers get together on a joint venture consistent
with the antitrust laws, does that mean that the safegnards which we have
written into our notice or which we tried at least to write into our notice would
be satisfactory in that regard, because T notice ¥you say that you urge that we con-
sider giving other than the carriers access to this.

Mr. James. We think the safeguards are a very important part of the Com-
mission’s report, and we think we can help the Commission in working out the
necessary safeguards that should be incorporated in whatever plan the Commis-
sion finally comes up with.

Commissioner Cross. Thank vou,

Commissioner CrRAVEN. In your consideration of the expansion to include other
than earriers, have you given thought to the matter of rates?

Mr. James. We haven’t.

Commissioner Craven. And its impact? What impact the expansion might
have upon rates?

Mr. James. We have not ; no, sir.

The CramMAN, Any other questions?

Thank yon.

Commissioner BARTLEY. 1 would like to be clear on one point, if I may.

Is it the legal position or the policy position which dictates the suggestion that
the base be broadened ?

Mr. James, I would say it is the legal position ; also a policy position.

I can't distinguish about that. We merely urge that the Commission consider
that.

As I indicated, whatever plan the Commission comes up with we will cooperate
in trying to make that plan workable and effective.

Commissioner BArTLey. What I am trying to get at is if the Commission shonld
determine that the base should not be broadened as a policy matter, is it the judg-
ment of the Department that legislation would be necessary?

Mr. James. T would like to see the plan first, but I think the plan could be
worker be worked out so that it would be acceptable to the Division.

The CrARMAN. Thank you.

May we have comment from the National Aeronautics and Space Adminis-
tration?

STATEMENT ONX BEHALF OF THE NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION, BY RoBErRT NUNN

Mr. Nuxy., Mr. Chairman, as NASA understands the matter, the communi-
cations policy of the country is shaping up toward having a single licensee
for purposes of communieations via satellites, and that licensee will consist
of a joint enterprige, This means, for example, that the international ecarriers
as such may not expect to be licensed for communication satellite purposes in
their own names; but, rather, will obtain their needed satellite eapacity from
a joint venture in which they may participate,

In a sense, it appears to us, therefore, that the joint venture will provide
channels of communication at a wholesale level, and licensed carriers will con-
tinne to provide services using these channels in a sense at retail,

[ state this merely in order to lay a basis for what I have to say next.

NASA's responsibility in this whole matter is centered primarily upon the
development of space technology that is pertinent to the design and the launch-
ing and utilization of satellife relays. Accordingly, NASA intends to do every-
thing it can to stimulate and advance the technology of communication satel-
lites so that when the time comes to establish the first operational system
for the purpose of providing services to the public, the joint venture which
presumably will be licensed to provide that service will have a technologieal
basis for obtaining the best possible equipment and utilizing it in the best
posgible way in the space environment.
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NASA expects to work very closely with the Commission so that NASA's
activities in the launch and spacecraft fields will be harmonious with the ac-
tivities of the Commission in developing the country’s communications policy.

The CHAIRMAN. Are there any questions?

Commissioner Craves. I just want to miake a statement, that we have had
very excellent cooperation with NASA and the Commission up to now, and I
am quite certain it will continue,

Commissioner Hyve. I would like some elarification of this premise that there
wonld be a single licensee. Are you speaking of a license of some kind from
NASAY

Mr. Nux~. No. I was merely trying to restate in laymen’s terms, let us
say, what we understand to be the development of the policy pattern by the
Commission,

I am assuming there that a license will eventually be granted by this Com-
mission to some identifiable organization for purposes of satellite communica-
tions.

The CramrMaN. Thank you.

Any other questions?

Thank you.

Now there are some other Government agencies here today as observers.
If any of them would eare to give us the benefit of their views now, the Com-
mission would entertain them,

Mr. MExTER. I am Martin Menter, General Counsel's Office, Federal Aviation
Agency.

We just would like to say that we do appreciate the privilege of observing
and being present here. We are very much interested in what may develop,
and I rise only to ask that we do be privileged to follow any reports that the
ad hoe group may present to the Commission so that we can actually then
determine how we may perform our respousibility that may develop in the
future,

The CaARMAN. Thank you. We will certainly do so.

Mr, Present. I am Stanley Plesent, Deputy General Counsel, U.S. Informa-
tion Agency.

On behalf of our agency, we, too, would like to express our thanks for having
been invited today, to express our hope that we will continue to be invited to
participate as this matter moves along, obviounsly both for the impact abroad
on what we do here now and in the future with respect to this plan, and also
the possible utilization of the system by the USIA.

Our interest is deep and will be continuing.

Thank yon.

The CHATRMAN. Thank you,

Mr. ALexANpER. Mr, Chairman, T am Fred Alexander, Director of Telecom-
munications, Office of Civil and Defense Mobilization.

We wish to express our appreciation for the privilege of being here, and, as
the other agencies have indicated, to follow, if we may, in the future the pro-
ceedings in which we are deeply interested.

I believe Dr. Welsh of the Space Council is here, too, and he feels likewise,
and he would like to speak.

The COraRMAN. Dr. Welsh,

Dr. Wersn. I am Dr. Edward C. Welsh, Executive Secretary of the Space
Council, the National Aeronautics and Space Council, and I just want to thank
You, Mr. Chairman, for the opportunity to participate, and state that the Space
Couneil is interested in the development of an overall policy in this field.

I appreciate the opportunity to he here,

The CrAmMAx. Thank ¥You, Dr. Welsh.

In general do you feel that—are you able or prepared to state whether the
general approach of having a joint venture of the carriers would be consistent
with the views of the Space Couneil ?

Dr. WeLsn, Well, we are exploring it, and all T can say is that I am very
happy you have been able to move along in the coordinated fashion yon have.

I believe there are still some things to look at as far as the military side and
the State Department interest is concerned,.as well as the interests, of course,
of your Commission.

The CHAIRMAN. Thank yon.

I see there are some representatives of some of the congressional committees
here, I believe,

Ur_. Boromarpr. T am Dr, Kurt Borchardt, legal counsel of the Interstate and
Foreign Commerce Committee of the House of Representatives.
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I want to express, on behalf of the committee, our appreciation for having
been invited, and, in case legislation should become necessary, we are sare we
would like to be informed as to what the problems are.

The CHAIRMAN. Are there any other Government agencies?

Mr. Zarpre. I am Nick Zapple of the Senate Commerce Committee. T am
communieations counsel.

We appreciate the opportunity of being here, and wonld like to keep informed
as the meeting progresses,

Mr. HamymIinL. I am Frank Hammill, counsel for the House Committee on
Science and Astronauties.

As you know, we have a lively interest in this subject, and we are about half-
way through some hearings which we intend to continue in the not too distant
future.

Mr. Wesk. T am Edward Wenk, Jr., Senior Specialist, Science and Tech-
nology, with the Legislative Reference Service of the Library of Congress. T am
here today representing the Senate Aeronautics and Space Sciences Committee
as an observer.

I appreciate the Invitation.

The CHAIEMAN. Any other Government agencies or Congress?

All right, we will open the meeting at this point to a general discussion.

Mr. Kittner?

Mr. Krerser. Mr. Chairman, I wonder whether it would be appropriate at this
time for the other participants in the meeting to make a brief statement reflect-
ing their views concerning the matter under discussion.

The OrATEMAN. T think it would, Mr, Kittner, bearing in mind what the Com-
mission stated at the beginning as to anything dealing with the reconsideration
of our first report that we have under advisement.

If you want to address yourself to the topics that have been talked abont
today, we will welcome that.

Mr. Krrrxer, Mr. Chairman, we certainly respect the admonition and the
agenda here, and within that framework we would like to address the Com-
mission.

The CHATRMAN, All right, you may proceed then.

Mr. Krrrxee. Thank you, sir.

Mr. Chairman, T would, harking to the peint just made by you, simply open by
thanking you for the opportunity to be here. We do think it is a very important,
extremely important matter, and we attach the same importance fo it that the
Commission and the other parties here attach to the matter.

In view of the statement of the chairman earlier, T think the Commission will
indulge me with just a brief statement that our participation, of course, is with-
out prejudice to the position we have previously taken and that we have urged
the Commission to consider again in our pending petition for reconsideration.

Certain of those who have spoken earlier—and I think this is entirely proper
although technically outside the scope of your agenda—have stated their strong
support for the first report and their belief that you did the right thing, and T
say respectfully that I hope you will also permit me to at least have the record
show that, while we have the greatest consideration for the action taken by the
Commission. we do differ fundamentally with the conclusions that you have
reached, and we have nrged you to reconsider those matters.

In connection with the agenda as you have set it up today, sir—and T want
this to be clear on the record—I don’t propose to argue the question before
yon—rather, the question we have raised otherwise—and, so, I am now talking
with the reservation I have made with respect to a possible joint venture on the
part of international carriers, and I wonld like to approach it on a slightly dif-
ferent basis than those who have spoken before.

I wonld like to indicate to you that, assnming the approach that we are dis-
cnssing here today. that there are certain rather specific and fundamental ques-
tions that we believe are raised, are presented, that should be considered by you
in connection with this approach, that so far, T think, have not received atten-
tion. And, in order to cansule it, I tried to reduce it to a series of questions
which I think will make the point as they relate to this question.

For example, how would the joint venture be organized? And what formnla
wonld be used to distribute ownership or provide for participation in such a
way that domination by any one interest would be prevented?

I think the Department of Justice in their statement just a moment ago em-
phasized the importance of the domination question, and, so, we ask you, yom
and the other participants here, we raise the question :
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Would it be a separate legal entity, for example? Would ownership be de-
termined by use as certain of the proposals up to now have suggested? And, if
you did determine ownership, for example, on the basis of use, taking the year
1960 if statistics are available for that year, or the most recent year, what would
be the relative ownership of the participants among the international common
carriers if you allocated ownership in connection with use? Would you have

idespread enough distribution of ownership to avoid domination by any one
pst?

What maximums or minimums would be imposed on the amount of owner-
ship?

What provision would be made for direct public participation in the new
venture?

Would the public have to go out and buy a share of RCA or A.T. & T. stock
or whatnot to participate in the venture ?

I go to another question, for example,

What would be the timetable for completion of the formation of a true joint
venture?

Now I am assuming here, Mr. Chairman and members of the Commission,
that when the Commission said joint venture of the international carriers that
it was talking about a true joint venture, not one in which a single company, in
effect, was it and the others, in effect, were leasing facilities, any way you
slice it.

If you have a true joiut venture invelving the kind of contractual and other
relationships that have to be worked out among competing companies, what
would be the timetable for this, and would it in fact get going fast or would
there be serious problems assuming a true joint venture?

What wonld be the incentive for carriers other than a dominant carrier,
specifically A.T. & T.—I think there is no reason for shying away from initials
or names—to invest in the venture if the use is to be opened on an equal, non-
discriminatory basis and if they would be in the position of very minority own-
ers with whatever right in running this system that might present. How would
decisions be made by this venture if it were a corporate entity or some other
kind of entity ?

For example, when you came to expansion of the system how would it be de-
termined? Who would vote? And in what relationship would you have voting
rights? Would it be a 90-percent, 1-percent, 1-percent, 1-percent arrangement ?

Assuming again ownership on the basis of use and taking your most recent
figures and statisties into account, when you got ready to make the fundamental
decisions with respect to financing, with respect to expansion of the system, with
respect even to basic technical decisions, how would it be decided? Who wonld
have the say-so? How much relative say-so wonld each participant have in
muaking these fundamental decisions?

How would the system be managed? Would they set up a separate manage-
ment group? Would it be managed by one company and, in effect, have a bill-
ing procedure that went to the others saying “You used it so much this year.
So send us this much money™?

And on whose books would these assets appear?

I raise the question that was raised. I believe, a moment ago by Commissioner
Bartley. If this thing, whatever it is, this joint venture, simply reflects a part
of the books of the existing carriers, how would you separate ont effectively
what was devoted to this venture?

How wonld you establish rates that took into acconnt an effective knowledge
of what this particular venture did?

If it i to be something other than a separate corporation with separate books
and with separate ownership and with separate assets, how wonld vou effec-
tively establish rates?

Now, sir, T have as a further gquestion on this: Will all the participants bhe
represented in management on a basis relative to their ownership or control?
And 1 ask sgain how would that ownership and control be exercised? Will
they have stock? What would be the relative percentage of stock ¥

There has been emphasis here, sir. on the mportance of getting ahead, and
that is something we have urged and argued at lengzth. and 1 think cur plead-
ings will show that.

Do yon get ahead fastest, or rather, what would this system have in it that
would avoid the serious antitrust complications that result from, for example,
the kind of statement that the Department of Justice made, and. more im-
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portantly, the formal statement in this proeeeding by the Department of Justice,
signed by the Attorney General of the United States, which said that any sys-
tem has to have four elements in it. By definition, you have exeluded certain
of those elements in the venture that we are talking about here.

How within the framework of that kind of consideration could we avoid the
serious delay that comes from the Kind of uncertainty that we have there?

Now, sir, there has been reference to certain of the important factors, and
I think most of them—I think we would agree 100 percent—important factors
that have to be taken into account. For example, how would vou assure aggres-
sive, total effort in research and development in a system that is limited by its
very nature to only the communiecation carriers?

Commissioner Cross. I'm sorry, Mr. Kittner, Would you repeat that, sir?
I don't think I understood that.

Mr., Kirrner, What I am saying is that one of the points urged a moment
ago, I believe, by RCA was one of the imporfant considerations here is that there
be a total effort in research and development in order to get this thing ahead
fastest, to protect U.S. policy, and I think the considerations are very important.

What I am saying, sir, is that within this venture, how would you best assure
that if you were talking about a venture that automatically excluded the space
Side of the picture from any kind of ownership participation?

Commisgioner Cross. Yon mean other than the common carrier?

Mr. KirrNER. Yes, sir.

Commissioner Cross. The fact that the common carrier is owned, the thing
wouldn't necessarily limit the research to common carriers, I certainly hope.

Mr. Kirrser. No, sir, but what I am raising is that in terms of the system,
not whether that would limit the research to it, but what I am saving is that
how wounld you, within a system that is limited to this kind of ownership,
assure the best total research and development ?

Commissioner Cross. 1 see,

Mr. Krrryer. Compared to the opportunities that you have.

Commissioner Cross. Thank you.

Mr. Krrryer. Those, sir, are the questions that we would raise in connection
with this venture.

Now I would have to state just one other point which I think is important,
and that is that, again in connection with such a venture, I raise with von the
guestion of how far down the road in encouraging this kind of venture the Com-
mission as an agency can properly go without public hearings to amend its
rules or to arrive at a more definitive basis when the venture is not one that is
open to all of those who want to participate, but open only to a selected group?
And that is a question that relates, I think, fairly to the agency you have before
yon, becanse, &ir, as yvou go down this road with this kind of venture, without
amending your rules you are putting those who may have other viewpoints, such
as General Eleetrie, in the position of not being able to effectively nrge its view
because at some place down the road we have a venture that is being en-
couraged, that is being put together among a limited group of participants with-
ount n change in your rules, and then if 6 months from now we come in and say
this is something you ought to designate for hearing because, as we told yon
before, we don't agree with it, we are in a position almost of being disloyal.

Thig is an important and vital matter. There is national policy invelved,
We think if there is going to be a slicing of the possible participants, that now
ig the time for whatever formal hearing you ought to have rather than 6 months
from now when, in effect, vou are presented with a package and in a position to
be told that we are effectively stopping the progress of the United States in the
space race.

We wouldn't relish being in that position, sir, and T think no ofher entity wonld.

So, in view of the decisions that 1ed to this meeting and in view of the limita-
tions that are imposed, T wonld urge seriouslyv, sir, that there is a need for
reexamination of the procedures involved in order to at least amend your rules
if those who want fo participate and have some contribution to make—in other
words, if all of those who filed in this procesding and indieated a willingness
to participate—are not to be permitted to participate,

That. sir, eoncludes my statement with respeet to the matter.

The CHATRMAN. Thank youn.

Commissioner Cravex. As [ nnderstand it, yon suggest the possible partiei-
pation hv the nuhlie in this satellite communication system.

Mr. K1TTNER. Yes, sir.
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Commissioner CraveN. Would that not imply that the joint venture wounld
have to be a separate corporation and that it would not be a nonprofit organi-
zation?

Mr. Krrryer, That would imply, sir—we believe strongly that it would and
should be a separate corporation, that it would and should be a profit corpora-
tion, with a footnote, sir, that, any way you sliee it, it is going to be a profit
one way or the other because the earrier is ultimately going to set its rates
and what-not in a way that assures a fair return on what is involved. So the
rate would be set by you as a commission. It would be a joint venture with a
corporate setup or without a corporate setup. You would certainly have the
elements more clearly before yon with a corporate setup.

Commissioner Craven. Is there a possibility that such an operation would
ultimately mean higher rates than otherwise might be necessary ?

Mr. KirrNeR. No, sir: I don't believe so at all because you, as a commission,
would have full authority to establish the rates on the basis of the traditional
rate common carrier concepts, whichever way it went, whether it was corporate
or otherwise, and it is our argument that you separate it out In a separate
corporation and you will be a lot better able to put your finger on what it is
costing for this international or global part of the hop, and see to it that the
public receives the savings that come from it than it will be if you have to fish
the elements out of an accounting system of a large common carrier,

We think, as a matter of fact, this approach means more clearly reducible
rates to the public if it is set up in this fashion. You will know what you are
dealing with precisely.

Commissioner Craves. That is all.

The PrEsmINg Examiner. Thank yon, Mr. Kittner.

Mr. Broruy, Mr. Chairman,

The CuAameMAN, I think Mr, Porter was up first.

Do you want to be heard ?

Mr. PorTeR. Just a brief statement, Mr, Chairman.

STATEMENT ON BEHALF OF AMERICAN SECURITIES CoRrP., BY PAUL A. PORTER

Mr. Porter. I wish the record to reflect the interest of American Securities in
this proceeding. As the Commission knows, the American Securities Corp. is
In the process of acquiring the Western Union cable system. That matter is
currently pending before the Commission and we do not want to be left under
water when the time comes that everyone else's eyes are raised to the skies
and international communiecations are in orbit.

We, therefore, take the position that we not only have standing and status in
this matter, but request and want the record to reflect that we request represen-
tation on any ad hoe committee that may be created as a result of this or sub-
sequent meetings,

The CrarRMAN, Thank you, Mr. Porter.

Any questions?

Commissioner CRAVEN. Just one question.

Are yon making progress?

Mr. Porter. Well, I wonld say, Commissioner Craven, we are not advancing
back.

The CrwAtrRaraw, 8till under the water?

Mr. Porter. We are still under water, but we think some progress is still
being made.

Mr. Broruy. Mr. Chairman, I would like an opportunity to make some re-
marks on behalf of the General Telephone & Electronics Corp., if I may.

The Prestoing ExAaMmMiNer. Yes, sir.

STATEMENT ON BEHALF oF GENERAL TrerLEPHONE & Brectroxies CORP., BY
Tueopore F. Bropuy

Mr. Broruy. We appreciate the opportunity of attending your meeting today.
The General Telephone system, in addition to serving over 4 million telephones
in the United States through wholly owned subsidiaries, is now operating inter-
national eircuits from the Dominican Republic to the United States, the Do-
minican Republic to Puerto Rieo. and from Haiti to the T'nited States.

The Philippine Long-Distance Telephone Co., which is an affiliate of the Gen-
eral Telephone Corp. in which we have a minority interest hut which we have
management control of, operates 40 circuits from Manila to Oakland, Calif. In
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addition to these circuits which are unquestionably of international nature, we
have a subsidiary which operates a substantial part of the telephone system in
British Columbia, Canada, and are in the process of expanding our existing com-
munications facilities between the State of Alaska and British Columbia.

We have spent considerable time in conducting technical studies of satellite
communication systems and are prepared to make contributions, we believe,
of both a technical and monetary nature to space communications.

So far as the meeting today is concerned, we believe that the first important
question that the Commission has to determine is the objectives and character-
istics of an operable common carrier satellite communieation system, and, as
you have suggested, Mr. Chairman, we believe it should have global coverage
with a multiple-nccess feature, that it should be within the economic reach of
all countries, that it should be acceptable to ITU and the remainder of the
world, that it should be as economic as possible on frequency allocations since
the ultimate expandability of the system will depend to a large extent upon the
availability of frequencies,

We believe it should permit economical communication between both low-
density traffic areas and the high-density areas: that it should be capable of
expansion without interruption and expansion without substantial modification
of the initial capital investment.

We also believe that in determining the ultimate ownership and operation of
the system, the Commission should have in mind the fact that the system will
not be a system which will only replace cable but will join points that are not
presently served by any U.S. international common ecarriers, and that this is
an important feature that should be taken into consgideration not only in the
technical aspects of the system but also in the ownership and operation features.

Because of our interest, because of our present operations in the international
area, we would like an opportunity to continue to participate in hearings and
disenssion groups so that we may contribute our ideas on the subject.

Thank you,

The CrareMAN. Thank you, Mr. Brophy.

Any questions?

All right.

STATEMENT ON BEHALF OF LOCKHEED ATRCRAFT CORP., 1Y BEARDSLEY GRATIAM

Mr, Gramas. I am Beardsley Graham, Loekheed Alrveraft Corp., special as-
sistant for communications satellites,

Loeckheed appreciates the opportunity to appear here today and make a few
short remarks.

I would just remind you that some time back, 1% years ago, Lockheed came
to the conclusion that the problem were primarily nontechnical, that space tech-
nology especially was coming along very rapidly. As a result of that conclusion,
last fall and beginning the first of this year, in Jannary, we presented our
notions to various groups, including the common carriers, and sought their par-
ticipation in a joint venture study group.

RCA and General Telephone & Electronics elected to join this gronp, and we
have had some experience in discovering ways in which a joint venture can be
struetured through such a joint group.

As you also Enow, in our company comments in 14024 Lockheed has taken the
position that if the common carriers will indeed proceed with the ereation of a
joint venture for conducting their business, Loekheed will not seek an ownership
position. Such a position has always been considered secondary by us,

Onr desire is to participate in the elevation of the communications hardware.

Now we are very much interested, of course, in the ad hoe committee which
has been snuggested, We believe algo it is the only way in which sueh a joint
venture can be gotten off the ground, and our particular concern is that at the
beginning of this joint venture, the technological resources of those who are best
qualified in the satellite business be included. We do not think that it ean be
aceomplished most successfully and yon eannot bring to bear upon the problem
all the know-how available in United States industry unless this early participa-
tion is accomplished.

I would remind vou that one thing that we discovered in our studies in the
joint venture gronup which we have had underway now since January is that it
is extremely diffienlt to separate the business structure from the operational
strneture, and T think that in today's svstems thisg is something with which we
are all familiar.
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The way in which the system operates will inevitably affect the way in which
it is structured for business and regulatory purposes.,

That is all.

The CHAlEMAN, Thank you.

Any questions?

Commissioner Craves. I would like to ask one question.

You suggest that participation by your company and others in the initial
go-around in the committee of industry?

Mr, GrRamaym. That is right.

Commissioner Cravex, Would that be on a voting basis or advisory basis?

Mr, GragaMm. In our initial proposals they would be the results of concluding
that the best structure from a business regulatory and legal point of view would
be a joint venture by common carriers and hardware companies. This would be
on an ownership basis,

We have concluded subsequently that if the common earriers will proceed im-
mediately with the ereation of such a system, that we are content to provide our
services through competitive procedures.

Commissioner Craves, I don’t think you understood my question. I am talk-
ing about this joint committee that is being established to study the nature of a
joint venture. As I understood you, you wanted to participate in the early
discussions.

Mr. Gragaym. No. I said we believe that it is important that the know-how
in industry be available in those early discussions. I think this is complicated
by the fact that the common carriers all have large hardware organizations
associated with them. We don’t think it should be invented from scratch.

Commigsioner Craves, In other words, your advice should be sought by the
common carriers very early in the game?

Mr, GraaAM. Yes, this is true, and it has been sought by RCA and General
Telephone in the joint venture disenssions which we have had to date,

The Cuamrymax, Do you think the way it should be sought is through com-
petitive negotiation on the acquisition of hardware? 1 want to be sure I under-
stand the ——

Mr., Gramaym. Are you talking about participation today or in the early studies
of the ad hoe group?

The CHamMmaN. Let us say an ad hoe committee is formed, and now they are
getting down to the business of deciding what actually to do. How do you think
this Commission could best protect those who are not part of the carriers, who
are in the hardware business? What would be the mechanics as you see it?

Mr. Gramam. Well, it is our view that participation by the hardware indus-
try in the ad hoe committee would bring to bear the major amounts of know-how,

Now whether you can get industry to participate in that committee for free
withont some implications of future participation I ean't answer that.

PRESIDING ExAMINER. Any other questions?

Thank you.

Is there anyone elge who would like to speak at this time?

I wonder then if we could now hear—if there are any specific proposals from
the carriers. We have heard from you all now in general terms about your will-
Ingness to participate as to a specific suggestion, as to how yon wounld like fo
take the first step.

Don’t be bashful.

Well, to put my question more specifically, do you want the Commission to
call you together, or would you like to take some steps on your own?

What we wonld like to do is give you some guidance, and we would like to find
out what yon think is the most expeditious way to proceed.

Mr. Harrman, Mr. Chairman, my thonght would be that, assuming that we
are from an antitrust standpoint free to meet, that the committee should be ap-
pointed by the Commission, at the least the companies to participate should be ap-
pointed by the Commission, and that it would be desirable for a Commission
member, at least a siaff member and the Department of Justice member, to sit in
on it.

The CmamrMAN. That is the reason I asked while the Department of Justice
is here ; hefore we take any further action, if you will give us a view as to specific
participation by the Department or the Commission in a meeting of the commit-
tee.

Mr. James. T think initially it would be helpful at least if the Department of
Justice and the Commission both participated. What the form of that participa-
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tion would be and how it would be carried out I don’t know. We haven't gone
into that,

Commissioner Lee, Mr, Chairman, may I ask a question.

I am familiar with the general guidelines that the Department of Justice has
put out with respect to industry committees, That is, the chairmanship and so on.

Do you feel that adherence to those prineiples from an antitrust standpoint
would satisfy the Department of Justice?

Mr. Jasmes. I think that that is a good place to start.
study this more and work with the Commission in «
should be followed here.

Oommissioner Lee. As T understood that directive, it was a matter
guidance rather than a specific requirement. Isn't that right?

Mr. Jasmes. I think that is right; yes.

Commissioner Lee. Thank you,

The CHAIRMAN, Mr. Porter?

Mr, Porrer. I have a brief suggestion, Mr. Chairman,

Assuming the status and standing of the American Securities Corp.—and I
think you must recognize it—we would prefer as a matter of law that the com-
mittee be selected by the Commission with appropriate clearances from the De-
partment as may be necessary. And, further, I would snggest that it might be
helpful if the Commission would also, through its stafr, prepare the agenda for
such meetings in addition to designating the personnel and perhaps, in order to
get the thing off the lunching pad, put certain deadlines or targets or time tables
in. Our people feel that is a feasible and practicable solution. T offer it for con-
sideration.

The CrHAmRMAN. Thank yvou, Mr. Porter,

Mr. Brophy?

Mr. Broruy. Mr. Chairman, we wonld agree that the first thing the Commis-
sion should do is establish the objectives as T believe you outlined them this
morning so that there would be guidance for the committee which you appoint,
We also believe that the determination of ownership which has been, as we
understand it, only suggested in your first report, is an important ultimate de-
termination to make in order to get the greatest amount of effort from the parties
who will ultimately be involved.

So it would be our suggestion, first, that the objectives and characteristics of
the system shonld be determined by the Commission as the guidelines for the
joint industry committee.

We would suggest that, as Mr. Beardsley Graham of Lockheed has pointed
out, based on these objectives, consideration be given to the possible communica-
tions systems that might be used sinee this again, may be important in determin-
ing the ownerhip and operation. It should be a matter for early discussion on
the agenda.

We believe that once these have been discussed, as T said before, the determi-
nation of ownership under the auspices of the Commission and the Department
of Justice is important if real progress is to be made.

Commissioner Craven, T would like to ask one question of the gentleman who
junst spoke,

Do you mean that the Commission—are you asking the Commission at this
time to make a determination of what system seems to be hest?

Mr. BrorHY. We don’t believe that you ean determine necessarily the ultimate
system in technieal detail, Commissioner Oraven, but we do believe that once
the ohjectives are outlined and the various proposed systems that have heen
covered in testimony before this Commission are laid down heside the objectives
and characteristics, that one of the technical systems may appear to be more ap-
propriate to accomplish the objectives than the others.

Commissioner Cravens, Well, don’t you think that is premature?

I don’t mean stating the objectives but aren't we supposed to have some ex-
perimentation first?

Mr. Broruy., Yes. T helieve that this should go along concurrently, But,
since the form of the organization may depend to some extent upon the technical
approach that is taken, we believe that this is something that should be given
early consideration.

Commissioner Cravex, Thank you.

The CaAmrMAN. Well, one matter which should be in the record: We still
have before us a petition for reconsideration of the first report.

[ think at this time the Commission will take a recess for about 10 or 15
minutes, and we wlll come back here and give you some guidance as to the next
steps.

I think we want to
»stablishing guidelines that

of policy
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Mr. Kittner?

Mr. Krrrser, Mr, Chairman, if the recess is for the purposes of deliberation
in order to give guidance, I would appreciate being heard in connection with
this matter of the committee prior to your going out. Or is it simply a recess
after which we will resume discussions? Then, certainly, I have no objection
to o recess.

The CHAmMAN. I think you might proceed for a few minutes on this if yon
would like.

Mr, Kirrseg. I apologize for being in the position of having to delay the
recess, but we have two points we would like to make. One is one that you
have been good enough to make for me.

You mentioned the fact that there is still pending a petition for reconsidera-
tion. Second, if there is an ad hoc committee ereated which is a governmentally
sponsored and participated in committee, then we would want the right to par-
ticipate in that committee,

We don't assert the carriers, within whatever proper legal limitations there
are, can’t talk among themselves. But if this is something to be formally spon-
sored and, in effect, be given impetus by the Commission, we would like an
opportunity to participate,

The next point I would like to make, sir, is that, having listened, before you
decide on what the committee structure ought to be and what its purpose ought
to be and how it should go about its work, certainly in this group of carriers,
particularly the American Telephone & Telegraph, there has been some serious
consideration as to what this venture would look to, who would participate,
how the participation would work, whether it would be on a use basis, whether
it should be a separate corporate entity, and I would feel within the scope of
the agenda you have outlined today, while those of us are here who may or may
not be operating under limitations in the future, we are not in a position to
effectively determine what the most constructive course might be on our part
unless we hear something more specific than just a general suggestion that
people are willing to participate, And, so I would request the Commission to
ask of the carriers—and I would mention particularly the A.T. & T.—that they
state with some degree of specificity at least what their present thinking is
with respect to the participation, the nature of the entity, so that we can have
something in some detail to work with and to consider,

Thank you, sir.

The Cuammaw, I think, Mr. Kittner, in response to that, the Commission
would regard that as being the next step. I don’t think we feel we have gotten
to that particular point in our thinking here, but we will bear that very much
in mind.

All right, we will take a recess for about 15 minutes.

(At this point a brief recess was taken, after which the heari ng was resumed.)

The CHamrMAN. Gentlemen, the Commission would like to thank each of you,
both from private industry and from Government, for coming to our meeting
today. The Commission has found it to be a most helpful one, filled with many
constructive and fundamental points.

All of us here share the most urgent concern that the objective of achieving
a4 communication satellite system in the public interest as quickly as possible
will be done.

Now, we have before us, as you know, a petition for reconsideration which
raises some fundamental questions. We will aet upon it expeditiously, con-
sistent with our procedures, and we will also consider the significant statements
of policy of this morning,

We are aware of the need for vigorous action, and we assure you that a
further Commission order as contemplated in our first report will be issued as
soon as possible contingent upon our action in facing the petition for reconsid-
eration.

I should also like to add, in closing, that the transeript of this morning will
be available to all of you. There have been numerons inquires from the press,
and the Commission has decided to make it available to the press. But, if any
of you want copies of the transcript, yon may order them directly.

So again I say in closing we thank You, and there will be a further Com-
mission order forthcoming contingent upon our decision on the petition for
reconsideration.

Thank you so much.

{Whereupon, at 11 :55 a.m., the hearing was concluded. )
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NATIONS UNDER AGREEMENT

Senator Younc. May I ask what nations you have worked out
agreements with? Russia, for example?

Mr. Craven. At the present time we have been in consultation with
Great Britain, France, Germany and Japan—rather NASA has—
with respect to the development of a research program, or research
tests.

Senator Youxa. Do you have any cooperative arrangements worked
out with Russia on satellites?

Mr. CraveN. We have not approached Russia as yet.

Senator Arrorr. Do you intend to?

Mr. Cravex. Well, I cannot answer that at the moment. Tt depends
on a great deal on our own development. We are not quite ready
to approach that. In my own opinion, it is going to be absolutely
necessary to establish communication between this country and the
U.S.S.R. as well as other Iron Curtain nations,

Senator Macyvson. We are hopeful there are countries involved,
of which Russia would naturally be one, and the satellite countries
in the Russian bloc, would all be in on it.

Mr. Craven. The U.S.S.R. will be in this 1963 conference, and we
hope to try to persuade them that perhaps our system is as good as
any in the world. We hope to demonstrate before 1963 a transitional
system in which we can demonstrate the technical capabilities and
feasibility of the system which we would suggest.

IXTERNATION AL TELEVISION

Senator Avrorr. Mr. Craven, at this point, you have referred to
this constantly as a communications system. Do you include in your
thoughts, or within the concept of that term, international television?

Mr, Craven. At the beginning television will be by relay. There
are several practical aspects for television direct to the homes of
other nations. That is a great many years off if it ever does come
for the simple reason that different nations of the world now have
different standards in their home receivers than we do, different
systems of television than we do, and the cost of providing that
television, due to the time difference, will be great. And I visualize
that someday in the very near future high altitude jets, along with
film recordings and so forth, or tape recordings, will be the cheaper
way of doing this, direct, through the broadeast stations of other
nations.

Senator Arrorr. But it can be done?

Mr. Cravex. There is nothing impossible in the realm of science,
it is how practical it is and if you have the money.

Senator Arrorr. And just so that T understand your answer, as I
understand it von have not precluded consideration of television at
this time?

Mr. CraveN. No——

Senator Arnrorr. You feel—and I may be wrong, T am trying fo
put this in my own words so that T know what we are saying—you
feel that this is off in the future some time, some considerable time,
primarily because of economic feasibility, not only from the cost to
ourselves but from the different systems that are nsed in the different
countries? Isthis correct?
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Mr. Craven. That is right. And as an engineer with a good many
vears’ experience and some bitter closed mind instances in my youth,
I know that anything is possible from a scientific standpoint if you
have the money.

Senator Macxusox. Well, if everyone in the world had the same
type of receiving set this could be done?

Mr. Cravex. It could be done, ves, sir. But it requires a very large,
heavy satellite, and it requires a good deal of power in the satellite
itself or, on the other hand, requires a very expensive procedure. But
I know that it is possible.

Senator Maexuson. Yes.

Senator Youxe. May I ask this question: If the Russians develop
one system and we another, would there be interference in the air in
receiving ! ;

Mr. Cravex, There could be interference in the air. That would
depend npon the action of the 1963 conference with respect to the al-
locations themselves. We have been anticipating possibilities of that
sort.

U.B. TRIAL SYSTEM POSBIBLE HBY 1063

But one thing that I think remains hopeful for us is that from a
technological-electronic standpoint, we have a little advantage, and we
can demonstrate a nucleus system, what we eall a trial system, before
1963 which will convince all the other countries—all the other govern-
ments in the I'TU that our system is a flexible one and a workable one
and practical one. It is possible that 17.8.8.R. today, with their high-
booster power, could put in an “uneducated™ satellite from a radio-
electronic standpoint, but they still will have to demonstrate to the
rest of the world with whom they desire to communicate that it is
worthwhile. This takes two ends of the line. I cannot say that I am
going to communicate with you unless yon agree to establish facilities
to communicate with me. That is true not only of us, but it is true
of the U.S.S.R.

Senator Youna. What I am trying to get at is, if they had one
type of system and we another, would there be a conflict, would either
one be able to operate successfully without interference in space?

Mr. Cravex. I doubt it, But based upon my experience with the
Communications Administration of the U.S.S.R., we did not have such
great diffieulty with them at the Geneva Conference. When they want
to communicate with someone they are agreeable. I do not know
whether this should be on the record or not.

Senator Macxusoxn. Off the record.

( Discussion off the record.)

JOINT VENTURE

Senator Arrorr. Mr. Craven, before we proceed, not to get too far
away from your own comments, you spoke about establishing a joint
venture. Now as I understand your remarks, this means joint in the
sense of NASA and other Government agencies and also—well Chair-
man Minow is shaking hig head at me but I will finish my question
anyway—and joint with private firms who are developing it. Is this
true or not?

My, Cravex. No, sir: it is not. It is my understanding that this is
a joint venture of private enities such as the A.T. & T., the RCA, and
several other international communications common carriers.
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Senator Arrorr. So it is joint in the sense that it is private enter-
prise?

Mr. Craven. Yes, sir. Of course it is going to be under the general
supervision and monitoring of the Government in its formation, to be
certain that it is compatible with the antitrust statutes. And we have
certain requirements at the present time which are spelled out that the
joint venture must assure equitable access on a reasonable basis to the
use of the satellites and the =atellite system.

INTERNATIONAL CONTROLS

Senator ArnLorr. Now vou have answered that and let me ask you
this further question. What do you envision—and I am looking to-
ward the long-term control of this—a sort of joint commission with
these countries you previously mentioned, or the Chairman has men-
tioned, to control the use of this as sort of an international FCC,
or what?

Mr. Craven. No, sir: I do not. T expeet the same principles that
have been followed during the past several years, and in which we
have negotiated treaties which set forth the rights of use and things
of that sort will continue to be done. The machinery is already set up,
I think, insofar as the communications is concerned,

There is one thing I wanted to make clear.

Senator Anrorr. Well let’s not leave this for just a minute, Mr.
Craven, if you do not mind. You say the machinery has been set up.
Now this is the machinery by which youn have already negotiated with
the other countries on this matter?

Mr. Cravex. Not on this matter, but on communication matters.

Senator Arrorr, On communication matters generally ?

Mr. Craven. That is right.

Senator Arrorr. Now any agreements, or any control of this, as
of the present state of thinking, would be entirely upon the basis of
bilateral or multilateral treaties or agreements with the countries in-
volved?

Mr. Cravexn. Such as the International Radio Conference of 1959,
which is now pending before the Senate, for ratification and which
was preceded by several other international radio conventions or
treaties. Insofar as the art is concerned, this is merely another com-
munications system.

GENEVA CONFERENCE RECOGNITION OF PEACEFUL USE

Now in that connection, we are assuming that inasmuch as these
satellites are for peaceful purposes, there will be no objection whatso-
ever with respect to their use in orbiting. It has already been recog-
nized, I think, in the International Conference of 1959 at Geneva
that the concept of satellite communieations is recognized as a useful
peaceful means of communication between all nations of the world.
And I take that as a legal precedent.

Senator Magyusoy. Of conrse if some trouble came up they would
shoot it down. If a country did not want it up there, it could shoot it
down, couldn’tit?

Mr. Craven. 1 guess it could. I do not know very much about
shooting.
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Senator Macxusox. Well, they can shoot them down. I do not
know about jamming and things of that sort, but I suppose that is
possible.

Mr. Cravexn. Some of the systems are susceptible to jamming,

Mr. Mixow. One of the big problems is that no one knows how
long the satellite will last. And when they die, or expire, one of the
great problems anticipated is how to clean them all out when they are
no longer useful but arve still orbiting around.

PRINCIPAL MANAGEMENT ORGANIZATION

Senator MaeNusox. Yes. Now let me ask you this question. With
this development, with all these private companies proceeding in
this matter, and you have suggested a joint effort, it has been my ex-
perience with the highly competitive groups that are involved here
that there is not going to be much of a joint effort unless you appoint
some kind of a prime manager or something to bring them all in under
certain agreements. Who is going to take the lead. A.T. & T, RCA,
General Electrie, Lockheed, or who ?

Mr. Craven. In the formation of this joint venture, at the begin-
ing, it is my contemplation that the initial organization of it would
be under the auspices of the FCC and the Department of Justice. We
will not approve of anything which is considered to be contrary to the
spirit of the antitrust statutes.

I have discussed this thing informally with several of the people
involved, and T do not see any great problem in getting rid mpwh:lt,
L am going to call domination by a single company.

REGULATION PRIME NECESSITY

Senator MasNuson. Because no matter how they get together, or
how this is worked out, I do not think we can envision anything but
regulation by the FCC. Therefore, they would have to come in, get
together and come in with a pmlu-r kind of program.

Mr. Craven. I think it has been made clear and everyone under-
stands that. That is part of the law at the present time.

In addition to that, we think the FCC will have to pass upon some
of the technical characteristics which are proposed. Because that
results in international negotiation.

Senator Macyuson. Of course I have had two or three of the com-
panies come in, at least one of them, and suggest to me that they were
hopeful they could handle the thing because they were already
regulated.

Mr. Cravex. T think T know who you are talking about. Thefr
have a petition for reconsideration before the Commission which
will be disposed of no later than after June 19.

Senator Macnuson. Well, they said they are regulated now and
therefore they knew about regulation.

Mr. Mivow. To be precise, and to explain where we are in our
proceedings, we issued a first report an(]l order saying, and it was
unanimous, that the joint venture should be limited only to the inter-
national carriers. Some companies that are not carriers, principally
General Electric, filed a petition for reconsideration of our order say-
ing that it should not be limited only to carriers, but that anyone
should be free to join. This is pending before us now and we have
not decided that yet.
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PREPARATION FOR 1945 CONVENTION

Senator Masyuson. Well, we won't go into that becanse you have
the matter before you.

Now am I to understand that we all have this problem here, not
only the Commission, the Congress, and our Government and the
other nations involved, that we have to be ready for the 1963
convention ?

Mr. Mixow. It is essential.

Senator Maeyuvsox. And that we ought to have, you should have,
sufficient funds down there, or sufficient staff within your section, or
even additional, so that we will go to this conference as well prepared
as is possible.

Mr. Craven. I would like to address myself to that, Mr. Chairman.

As the chairman has indicated, the Commission has honored me by
designating me to be sort of a “spearhead”™ to get this thing going. We
have drawn our team from the various bureaus of the Commission, the
General Counsel’s Office, the Common Carrier Bureau, from the Chief
Engineer’s Office, and others. These gentlemen—they think I am
pretty much of a slave driver—have been working nights. We need
help. '

Senator Avrorr. Isthat unusual?

FCC BPACE TEAM

My, Cravex. It isnot unusual down at the Commission.

Mr, Mixow. Not at all. IHowever. it is unusual in that we have
what we eall a space team, which is composed of members of the differ
ent bureaus involved, but believe me, we have a mighty thin staff for
the magnitude of the job.

Senator Bringes. How closely do you work with the space agencies?

Mr, Mixow. We have a day-to-day basis relationship with them.
Clommissioner Craven is in very close touch with them.

Mr. Craven. I received a call this morning and they said they
wanted a conference this morning.

Senator MacyNusoN. And they have a memorandum of agreement
between them and they are working very close together.

STAFF FOR SATELLITE COMMUNICATION WORK

Senator Brinees. Do you have people assigned from your staff, and
do they have people similarly assigned, or what is the relationship?

Mr. Craven. Yes, we do have a liaison. I am liaison between the
head, and we have two people on our side go to corresponding people
over there, one on the legal aspects and the other on engineering
aspects.

Mr. Mixow. Right. And at the management level Commissioner
Craven and I have met with Mr, Webb and discussed this numerous
times, !

Mr. Forp. Mr. Chairman, it seems to me that it should be made
clear that we do not have a staff division or staff section or anything
of that sort set up for space alone because of the newness of the thing
and limitations of personnel. We have just had to draw from every
place and take emplt}_\’('t‘s off of other work and put them on this. But
we do not have a special staff section on this, and it is something we
will have to provide for.
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NEED FOR AUGMENTED ATTENTION OF STAFF

Senator Maaxvsox. I do not like to advise anyone on their organi-
zational work down there, but it seems to me that some of these people
who have been doing this with their other work. that as we get nearer
to 1963 they should be drawn out and this should be their specialized
work.

Mr. Mivow. This would be my view, Mr. Chairman. Commissioner
Ford, as you know, was chairman when our budget was prepared and
will tell you that no one anticipated the speed with which this prob-
lem would be coming upon us, and it was not contemplated when our
budeet was prepared. Isthat right?

Mr. Forp. That isright. T think if we had known— Commissioner
Craven a time or two has made a speech and has had to rewrite it be-
eause things develop so fast in this field. If we had known 6 or 8
months ago what we know now, as to the speed of development, T am
certain, as the chairman just told vou, we would have come up prob-
ably with a program to set up a separate unit in our budget. for this
year.

REQUEST FOR PLAN OF STAFF

Senator Macxvsox. Well if the committee members have no objec-
tion, I wish you would give us a plan, for the record, of this sort of
thing because we are getting closer, and I know that the Russians will
be there prepared. There will be no question about that. And I
think it is very vital what country, or what group, controls, or will
have at least equal control of this thing 4 or 5 vears from now. It is

going to be quite an important thing to us. Well. it is obvious how
important communication is in time of trouble.

Mr. Mixow. We will be pleased to do that, Mr. Chairman, and we
will do it very promptly.

(The information referred to follows:)

As requested by the Independent Offices Subcommittee of the Senate Appro-
priations Committee, there is set forth, hereinafter, the additional appropriations
that would be required by the Federal Communications Commission to cope with
gatellite communications workload which hag come sharply into focus during
the recent months,

The Commission has been considering how its organization could best be
modified so as to provide the most effective promotion of satellite communica-
tions and to deal with the many common earrier regulatory problems which will
continue to arise. While it is expected that a more definite organization will
evolve following some experience in this field, it would be desirable to establish
initially a separate Satellite Communications Branch in the International
Division of the Common Carrier Bureau in order to augment the present staff
now working on existing forms of international communications, including
ocean cable and oversea radio. Tt would also be necessgary to add several engi-
neers and attorneys in the Office of Chief Engineer and Office of General Counsel,
respectively, so as to deal effectively with the related and coordinated satellite
activities in those two offices.

Such a strengthening of organization would provide the manpower so sorely
needed to deal with the many problems associated with the beginnings of satellite
communications. Also, with such an additional core of personnel it will be
possible to develop the proper working relations with foreign governments and
to prepare adequately for forthcoming international conferences so that the
United States will be in a position to present its views effectively and force-
fully. The added staff would also enable the Commission to coordinate the many
satellite activities with other governmential agencies who are dlso concerned
with the problem.

71036—61——16
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Additional requirements, fiscal 1962, for satellile communicalions

‘ Positions Amount

— = v ikl A1l -

|

Personnel cOMpensat fon: |
Common Oarrlar Borestl. . ..o oo e e | 12 $111, 030
Office of Chiel Engineer........ A e 8 i .| 3 26, 885
o o et ) Conneel . | 3 20, B85
Total, Dersonnal QOMDBDIREINN. < - - e e ni e i e e e b e e 164, 800
Personnel benefits. ... 12, 000
b iy | T e et 35, 000
s e Tt O PR IR S S Y T I e 22, 700
2ol Lkl e T I i b BT o AR e | WICYLLT TRE Y] 234, 500

Senator Maexwvson. I think you can start slowly, but I think you
ought to be moving toward this thing.

Mr. Forp. Through the developments in the ad hoe committee we
have set up, I think we have gone as far and as fast in that area as we
san at this point.

Senator MaeyusoN. Now I understand, without going into the
facts of the case, that you are moving, Mr. Chairman, on making a
decision in this particular matter, getting them together

Mr. Minow. We regard this as the No. 1 priority item on our
agenda. Every day, as far as we are concerned, is precious. We all
think this is the most important work we have.

EFFECT OF HOUSE ALLOWANCE

Senator Macyuson. Now if we accepted the House cut on your
budget, it would have to be spread through the whole organization
in salaries and expense, or is there any one particular way that you
would handle that?

Mr. Minow. Well, it is, from our point of view, even more dis-
couraging because when the house passed its appropriation the
thought was they would give us 50 more people. However, I am
advised by our staff that in order to get the kind of people we need,
and these are technical jobs and professional people, the best we can
do is get 38 people. With this we cannot keep up with the load and
the problems that face us.

Senator Macxuson. Well the House committee allowed 20 addi-
tional people for the Broadcast Bureau.

Mr. Mixow. Right.

Senator Mae~usox. And the present budget called for 24 addi-
tional jobs, Now, it has always been my opinion that when yon talk
about adding people for the varied amount of work that you do
down there, you should not pinpoint where you are going to use
them. You might need five here or four there, or vice versa.

NEED FOR FLEXIBILITY IN PERSONNEL PLACEMENT

Mr. Mixow. I would urge that we be given as much flexibility as
possible in that. As you know, we are fortunate in having at our side
of the table today your old counsel of your committee, and if you want
to hear from Kenneth Cox about the problems of the Broadeast
Bureau
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Senator Maexuson. I think, generally speaking in that particular
case, that although he handles the Broadcast Bureau and he would
like to have the 20 people, if you are going to add people you should
have flexibility to put them where you think they are needed.

Mr. Mixow. Exactly. There are more and more users of the non-
broadeast frequencies’ every day. Business has found this to be a
highly desirable and economical way to communicate. We have
hundreds of thousands of applications passing through there every
year. And the present plan will let us add 10 wople. Compared
with the larger agencies and bigger budgets you deal with here, this,
[ am sure seems very minor, but to us even a few people is a matter
of grave concern.

Senator MacNusoN. Now your budget is $1 million less than last
year.

Mr. Mixow. That is because of our UHF testing, sir.

Senator MaeNusoN. Yes: but it is still down.

Mr. Mixow. They asked us to add three hearing examiners

SATETY AND SPECIAL RADIO SERVICES WORKLOAD

Senator MaeNuson. Let me ask you, on safety and special radio
services, I do not suppose there is a Member of the Senate or of the
Congress who has not, some time or other and sometimes quite often,
gotten a quick call from some business organization, some farm group,
some police department, or fire department or fishermen—I get the
fisermen all the time—as to why can’t the Commission act promptly
on an application in this field, the season is coming on and all this.
Now everyone gets that. Tven the other departments, the Forest
Service and things of that kind.

How are you coming down there since you have been in on ex-
pediting thesa applications, or is this getting more bogged down ?

Mr. Mixow. I fear to say I think we are not quite holding our
own; it is probably a little worse.

Mr. Plummer is here and can speak on this.

Senator Macxuson. Tell us, Mr. Plummer.

BACKLOG

Mr. Promarr. We are running about an average of an 8 week
backlog at the moment. When I say average, we deliberately treat
some service differently than others. We give better service, faster
service, to aviation, marine, and public safety.

Senator Aurorr. Will public safety include police?

Mr. Prummer. Police, fire, highway maintenance, anything to do
with municipalities and States. Whereas, in citizens radio, amatenr
radio, we let the backlogs pile up. The others are in between. But
it averages out about 8 weeks’ backlog at the moment.

Mr. Mixow. How many did you have this year?

Mr. Promyer. We are running at the rate of about 400,000 licenses
a year at the present moment,
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BILL RELATIVE T0O RENEWALS

Senator Magxusox. That is quite a few. Now we have a bill pend-
ing up on the Senate floor which will cut down that 30 days in which
you can act on renewals. Will that be helpful in the expedition of
this?

Mr. Prosarer. Well that is more of a convenience. There is some
help. At the present moment, as a processing matter, we have to
segregate these out and pile them up and wait until that particular
day, whereas if that bill is passed we could process them when they
come in. It would be a little help.

Senator Maanuvson. Sometimes they would not have to appear
twice.

Mr. Prommer. It would get rid of a sort of process, let us say,
where we have to sort them, pile them and wait until that date comes
along.

Senator Maexuvson. Is that primarily manpower that is your
problem ?

SEABONAL CHARACTERIBTICS

Mr Promaer. Well at the present moment the theory of this budget
is to run with a backlog because of our seasonal charvacteristies.
You mentioned it a while ago, that in the spring everyone wants 2
radio for their boat, and the firemen and so on, whereas in December
the number of applications drops off. So this budget is based on
running somewhere in the vicinity of a 10-week backlog at the end
of next fiscal year. And that is the peak backlog.

Mr. Mixow. To el _‘__"(]t!(l 1|I'ul to conduct a lot of this work we set

up an office in Gettsyburg and they do turn out a lot of this work.
Mr. Pruoaarer. It is largely a clerieal operation and we have diffi-
culty getting clerks. But we can get them in Gettysburg.
Senator Macnxuson. Yes. Because a lot of this work does not have
to be done right here in Washington, it can be dispersed a little bit.

ADDITIONAL JOBS FOR 1662

Now there was one other thing T was going to ask. You anticipated
50 additional jobs. Am I correct in that ?

Mr. Mivow. That is right, Mr. Chairman.

Senator Magxusox. And when you look at the House budget, or
the House report, you end up with how many #

Mr. Mixow. Thirty-eight.

Senator MaeNuson. So you are thinking in terms of 12 more with
some flexibility in the 20 additional ¢

Mr. Mixow. That is right.

Senator Maazusox. And of course you will probably use a lot of
those in the Broadeast Bureau anyway, but you want to move them
around ?

Mr. Mixow. We would like to be able to move them where we need
them.

Senator Macyuson. That is right. T have no further questions.
Senator Allott.

Senator Arvorr. Mr. Chairman, I have two maters I would like to
go into.
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Senator Maexuson. I have a lot of questions I would like to ask
the FCC, but I think that maybe the Appropriations Committee is not
the place. We will catch them upstairs once in a while.

Mr. Mixow. We are going to be there June 28, Mr. Chairman.

Senator Arrorr. Some of these 1 will probably touch on.

Senator Macyuson. That is all right, you people can do it here. I
have been doing it for so long now I know the answers.

Senator Arcorr. Mr. Chairman, you are acquainted, and I am sure
have read, the report of the Senate Appropriations Committee last
yearon the FCC?

Mr. Mixow. Yes, sir.

INVESTIGATION OF BROADCAST STATIONS

Senator Arrorr. Mr. Chairman, this is just a short thing on page
5 and I would like to put this in the record.

. .. the committee recommends restoration of $200,000 to provide a total
amount of £13,135,000, which is $365,000 below the budget estimate, as well as
an increase in travel limitation of £28,000 to provide a total of $172,000. This
restoration is for the purpose of enlarging the activity of investigations of
stations as to technical and legal requirements, and the committee directs that
in no way are such funds to be utilized in any function remotely approaching
censorship.

RESULTS OF INVESTIGATIONS SUGGESTED

Now I would like to ask, first—and I do not know who answers
this—what tangible result has this investigating or supervising sec-
tion come up with in the last year?

Mr, Mixow. Well, I would like to answer it generally, and then with

vour permission call on Commissioner Ford, who I think is more fa-
miliar with it.

I think there was some fear among the broadcasters that this di-
vision was going to interfere unnecessarily with their day-to-day op-
erations. I do not think this has been borne out at all by the facts.
Indeed, in a certain number of instances where our people have gone
to investigate the place, it has ended up with the broadeasters thank-
ing us for calling certain matters to their attention.

Now, to give you one example, either in Minneapolis or St. Paul
there was a station broadeasting with too much power at a certain
hour, using his daytime power at night. This was called to our atten-
tion and as a result we instituted a proceeding and instituted the first
fine of $10,000 pursuant to the statutory powers which were given us
by the Congress last year. This isone example.

There are other examples 1 know., We get more complaints than
we ever did before from the general public. We cannot, even keep
up with the mail in answering the number of complaints which come
in on various matters. Some of them are very responsible, and some
are not, but they all require attention. And I think the whole staff
of that division consists of seven people.

Is that right?

Mr. Kexxern Cox. It is running now about 20, and this is some
8 under the original plan.
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PURPOSE OF INVESTIGATION

Mr. Forp. Well, the genesis of this thing, as you know, was that
the Commission had been criticized very severely for not knowing
what was going on in the industry. And the reason we did not know
was we did not have anyone to find out for us. The Congress gave
us this unit, or the money for this complaints and compliance unit.
They have conducted, and we will get to the statistics, any number
of investigations during this year and have done it thoroughly. 1
would say that almost all of these investigations end up with the
recommendation that the investigation be terminated. In other
words, we get a complaint—ywe have been getting them and just stack-
ing them up and that would be the end of the complaint, o we would
write the station or something of that sort. Now we have a unit whose
responsibility it is to look after those complaints. So that when the
Commission files one of those complaints and takes no action. it knows
what it is doing. We have a complete record of the investigation.

In some instances, I think there are one or two, we have actually
started proceedings on revocation because of the evidence developed.
Then we have other investigations which are in the process.

VALUE OF INVESTIGATION

Now, the funds of that group have been quite limited and there has
been some delay in completing investigations. The reason for that
1s that if there is, for instance, a trip to be made to New York or
some other section of the country, we have to save up in order to
conserve on the travel funds and try to do this Ijm;t. as economically

and get the most out of our money as it is possible to do. And as a
result we have not been able to complete some of these investigations
as quickly and as promptly as we should complete them, or would
complete them if we had additional funds to handle it.

But we are getting experience in this group. I think we are still
undergoing some growing pains in techniques and methods of eon-
ducting these investigations, so that the Commission has a little better
idea of the methods of assembling material so that when it is turned
over to the Trial Section it is in much more usable form. A lot of
these things are still in the process.

Now in building this unit has been necessary to transfer some peo-
ple from other sections of the Commission. ~ Because, while it ap-
peared in the beginning that with this additional amount of money
we were going to be able to go out and recruit staff investigators,
this practice, and one of the reasons is the shrinkage in the figures
between 50 and 38, and costs go up and you cannot get as many peo-
ple as you think you can get at the time you are making the state-
ment. So that on the whole it seems to me that this unit has given
us a means whereby the public complaints as to what is going on are
being given attention by the Commission and are being investi-
gated—the serious complaints. They are weeded out and the ones
that are not serious and which are obviously on their face from dis-
gruntled persons of one sort or another, we can put aside.
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QUESTION OF CENSORSHIP

Senator Bringes. Have you lived up to the censorship provision
of this completely ?

Mr. Foro. I do not think there is any question about that. We
have had actually, maybe, one or two complaints about overzealous
investigators, and this will happen in the beginning, in the develop-
ment of techniques. However, we got those straightened out very
quickly and on the whole I think there have been just relatively
minor, one or two, instances, Other than that it has operated very
smoothly and I think has been highly successful.

LIMITATIONS OF INVESTIGATIONS

Senator Arrorr. Mr, Ford, you will recall, and I do not believe there
is any purpose to be served by rehashing all of the elements of this,
which we went into last year, but you will recall it was the position
of the committes that this be limited very strietly to technical and
other violations rather than any limitation with respect to program-
ing unless, of course—and we got into this, too—where you get a situa-
tion where something is absolutely distasteful and obnoxious. And
this is a fine thing, where something is really—well, say excessive
swearing or something of that sort. But you will recall this was the
genera] distinetion that was made. T have had no complaints to my
office, and T will say this very frankly, about the operation of this
section. But on the other hand, since it has only been 1 year, I do
not. want at this time to leave this matter without being sure that we
reemphasize and point up again all of the conclugions and discussion
we had last year as to the purpose of this section. And I am sure,
from the fact 1 have not had any complaints on it, this is the basis
upon whieh you apparently have operated.

Mr. Forn. I think we were very conscious of the position that Con-
gress took with respect to this matter. We have operated rather
cautiously and yet at the same time I think very effectively.

Senator Avrorr. But it has permitted you to get into these areas of
technical violations, a good example of which would be the situation
Chairman Minow just mentioned of the Minneapolis station, T believe.
This has enabled you to get into this area and clean up quite a few.

RECORD OF COMPLAINTS

Now, could you provide for the committee some record indicating
the number and nature of the complaints handled by this division in
the past year, and their disposition?

Senator Maexuvson, We had that last year. Just bring it up to
date.

Senator Arrorr. Bring it up to date.

Mr. Forn. We will be glad to furnish, 1 am sure, a statistical break-
down on the operation of the unit.
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(The information referred to follows:)

Complaint report

1. Total complaints received :
Sept. 23, 1960, through Dec. 31, 1960,
January 1961
February 1961
March 1961
April 1961

Total.-. . Friy
Letters received in response to Chairman’s speech *

T TTON  S r ei  A T B ek s T DT OS vt Ao Tt L1 KL
1I. Breakdown by subject of the 5,544 complaints received :
Programing (included here are complaints with regard to pro-
gram balance, objectionable programs, profanity, program
cancellations, and religious programing, in addition to general
complaints against program quality)
Included in the programing total of 1,782 are "}{H complaints
of excessive ¢crime and violence on television.
Political and controversial (includes complaints of slanted news
or remarks and editorializing)
Quality of commercials (includes complaints of Iutteries fﬂlse
and misleading advertising, underwear, tobacco, and liguor
commercials, ete.)
Excessive number and length of commercials__._
Inquiries as to Commission's rules, ete
Laudatory mail (largely from civic and eleemo:
in recognition of publicity, ete.)
Station practices (includes complaints of busines
contests, publicity gimmicks, lax operations, etc.)

Payola (allegations of ;m\ul.a practices and correspondence rela-
tive to the Commission's payola inguiry of December 1959) -
Technical and nontechnical inspection reports from Field En-

gineering and Monitoring Bureau (handling of these reports
involves analysis of each, and where appropriate, correpond-
ence or other action looking toward enforcement of Commis-
sion regulations)
Miscellaneous_ __
III. Outgoing correspondence :

Congres- To stations Cienier
sional

September 1060 ...
October

November__.
December. ..

January 1961.

February

March. ...

April.__..

May.

Total. _

'This figure does not include 1,271 Iurt--n ree oiwli ].lrlltl’nlln;: \!‘( a8 Imunlulhl nf a
nationnl championship rodeo on Nov. 13, 1960. OFf these letters, those from groups and
organizations were answered by a speclally prepared form letter,

= A specinl project for the analysis and answering of mall received in response to the
Chalrman’'s NAB speech §s being earrled out by the Complaints Branch with the asslstance
of volunteers and summer clerical help.

 Thesa figures include 215 form letters sent out during the month of May. Previous mouths' t 5
do not include form letters, sinee May is the 1st month for which an sccurate eount was kept. It Is esti-
mated that prior to May at least several hundred form lotters were sent out

NoOTE.—These totals do not include form letters sent in answer to the rodeo mail or those being sent In
answer to the Chairmuan’s speech mail (see footnotes 1 and 2 above)




INDEPENDENT OFFICES APPROPRIATIONS, 1062 247

CoMpPLAINTS RESULTING IN FIELD INVESTIGATION

1. Complaint alleged that treasure hunts had been rigged by station in that
prizes had not been hidden until the last day of each of two promotions. Field
investigation in August 1960 revealed evidence that the treasure hunts were
rigged and also that other contests sponsored by station were guestionable.
Proceedings for revocation of license were instituted on November 3, 1960,

2. Complaint by former employee of southern station that contest was rigged
by using as lucky numbers for high cash awards numbers which had not been
issued to public. Field investigation (not yet completed) developed evidence
that contest was in fact rigged.

3. Complaint by former employee alleged that licensee had submitted falsified
logs in connection with renewal application and complaint by Better Business
Bureau alleged that station was selling and charging for more spot announce-
ments than it could deliver. Field investigation, not yet completed, has de-
veloped evidence that falsified logs were filed, and that station had policy of
overcommercialization.

4. Complaint by competitor that station was broadeasting obscence, vulgar,
and indecent remarks by diskjockey. After representative of station listened
to tapes of program, diskjockey was fired and licensee stated he had had no
prior knowledge of nature of program material. Field investigation {August
1960) developed evidence that licensee did have knowledge. Hearing on renewal
application has just been completed.

5. Complaint alleged that false statements as to criminal record were made
in application, Field investigation revealed that there had been concealment
and also that false statements had been made as to consummation of contracts
for sale of stock interests, Proceedings for revoeation of construction permit
are in progress.

6. Complaints that applicant for assignment of license was acting as owner
prior to Commission approval. Investigation developed no substantial evidence
of premature transfer, but that employees of assignee were becoming acquainted
in the area, and that assignee was selling time for station subject to approval
of assignor, as agent of licensee.

7. Complaint (magazine article, forwarded by publisher in advance of publica-
tion) that acts in andience participation show were rigged. Investigation
disclosed that rigging took place in 1956, without knowledge of producer; that
writer had not been employed by producer since disclosure in 1956, and that as
a result of quiz show hearings procedures had been adopted to prevent rigging.

8. Complaints that Pacific coast station was presenting rigged contests. Field
investigation did not develop any basis for allegations.

9. Numerous complaints that payola is being currently practiced in several
widely separated cities. Field investigations have developed information indi-
eating that payola is not dead. However, findings are not conclusive and fur-
ther investigation will be undertaken when investigators are available.

10. Complaint of unauthorized transfer of control of California station. Field
investigation (just completed) indicates that there was in fact an unauthorized
transfer.

11. Complaint of unauthorized transfer of control of New Mexico station.
Field investigation (just completed) indicates no transfer of control took place.

12. Complaint of unauthorized transfer of control of Tennessee station.
Field investigation (not yet completed) indicates that there were several un-
authorized transfers during the last 2 years.

13. Complaint that book reviewer is demanding and receiving money for a
favorable review on broadeast program. Field investigation developed evidence
that complaint has suobstantial basis, but staff shortages have prevented
follow up.

14. Complaint that applicant made false statement as to eriminal record.
Investigation reveals that false statement was made as to convictions and also
that false statements were made in financial statements, Investigation not yet
completed.

CoMPLAINTS RECEIVED, BUT INVESTIGATION NoT BEGUN

1. Complaints received in late April and in June 1961 raising questions of
character qualifications of an applicant. A field investigation will be under-
taken as soon as possible.
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2, Complaints that an individual has hidden ownership in several stations,

Individual has admitted several instances of concealed ownership, but straw
man in one instance has denied the allegation. Complainants insist that in-
dividual has not revealed all hidden interests. Investigation has been delayed
in this case because of cost of travel and staff limitations. Will be undertaken
a8 soon as possible,

The following is a sampling of situations coming to the attention of the
Complaints Branch in which the Branch would have recommended field investi-
gation by the Complaints and Compliance Division had there been suflicient
funds and staff investigators available. In certain cases the Branch has pro-
ceeded with the cases by means of correspondence, even though field investiga-
tion wonld have been preferable. In other cases, the matters remain unresolved
at this time. In view of the fact that these cases have not been closed, stations
will not be identified by eall letters or location. It should be emphasized that
these brief factual summaries are based on allegation received and do not at this
time represent conclusions by this Branch as to their truth or falsity,

Station No. 1.—Serious allegations of biased commentary, especially during the
midnight to dawn hours, evidencing a lack of licensee control. Additional alle-
gation that complete control of programing is maintained by absentee owner
in a distant city.

Station No. 2—Allegations of frandulent contests and promotions and serious
technical rule violations. Charges include rebroadeasting of network programs
without network authorization.

Station No. 3—Allegation of fraud, submitting false program logs to the
Commission, excessive commercialism, false and misleading advertising, false
program log entries, ete.

Ntation No. j.—Serious allegations of false log entries made at the direetion
of the licensee owner.

Station No. 5.—Substantial complaints alleging that personnel are receiving
“payola,” the station has broadeast false and misleading advertising and has
condueted fraudulent contests offering huge prizes which were never awnrded,

Ntation No. 6.—Allegations actually involving several specialty stations in a
large metropolitan area to the effect that competition among them is cansing
rapid deterioration of service. A eriminal court case citing an example of the
existing sitnation wherein a salesman for one station has aceused the sales
manager of another station of assault and battery allegedly provoked by the
invasion by the salesman of the sales territory “reserved” by the sales manager's
station.

The above cases are cited as examples. It is conservatively estimated that a
minimum of three or four cases per month come to the attention of the Com-
plaints Branch which it, if staff and funds were available, wonld have recom-
mended for field investigation. Tt should be pointed ont that a complete list of
such cases is difficult to compile, inasmuch as the Branch was made aware of
the stafl limitations in this regard “»ar the ountset of its operations, Conse-
quently, the professional staff of the Branch, accepting the fact that ﬁ:-l(]_ill-
vestigations were not possible, have given little consideration to their advisa-
bility in particular cases.

DANGER OF CENBORSHIP

Senator Arvorr. This has particular emphasis because of the state-
ments of your chairman—and I presume the Interstate and Foreign
Commerce Committee will go into this later in the legislative bill that
comes up, particularly because of the statements of vour chairman—
as to what he regards to be his functions and powers at the Federal
Communications Commission with respect to programing over these
stations. And I cannot speak for the rest of the committee, though
I know I speak for some of them, that in this respect T certainly do
not want to vote for any appropriation which, in any respect, is going
to permit the Federa] Communications Commission to exercise a cen-
sorship over programing or to exercise its power when stations come up
for relicensing and set itself up as a judge as to the type of program-
ing a station provides. I think when we get to this point we better
take a good look at the whole Federal Communications Commission
again,
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RESPONSIDILITY OF COMMISSION

Senator Maexuson. But they do have the responsibility, when a
station license renewal comes up, of looking at the overall operation of
the station as to eategories and things of that kind to see whether they
have lived up to their responsibilities as a licensee.

You remember we spent almost a whole day last year on picking out
this program or that program unless it was completely obnoxious.

My, Forp. Well, the Commission on July 29, last year adopted a pro-
gram policy, and I think an examination of that policy would reassure
you that insofar as the statement of the Commission policy is con-
cerned, the Commission is extremely conscious of censorship, of any
limitation ——

Mr. Mixow. I might say an examination of my speech would also
indicate that. 'What I am concerned about, and I t