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INDEPENDENT OFFICES APPROPRIATIONS FOR 1962

MONDAY, JU N E  12 , 1961

U.S. S e n a t e ,
S ubcom m it te e op  th e  C o m m it tee  on  A ppr o pr ia t io n s ,

Wa shing ton , D. C.
The  su bc om m itt ee  m et  a t 10:0 5 a.m . su bj ec t to  cal l, in room  F-3 9, 

th e Cap ito l, Hon . W ar re n G. M ag nu so n,  Cha irm an  of th e su bc om ­
m it te e,  pres id ing.

P re se nt:  Sen ator s M ag nu so n,  El lend er , H ay de n,  an d A llo tt.

O ffic e  of C iv il  an d D e f e n s e  M o b il iz a tio n

STATEMENT OF FRANK B. ELLIS, DIRECTOR ; ACCOMPANIED BY:
EDWARD A. McDERMOTT, DEPUTY DIRECTOR ; lewis e. berry,
ASSISTANT DIRECTOR FOR PLANS AND OPERAT IONS; WIL­
LIAM S. HEFFELFINGER, DIRECTOR OF ADMIN ISTRATION;
CHARLES H. KENDALL, GENERAL COUNSEL ; HUBERT R. GALLA­
GHER, DIRECTOR OF SPECIAL LIA ISO N; GERALD R. GALLAGHER,
DIRECTOR OF RESEARCH; G. LYLE BELSLEY, DEPUTY ASSISTANT
DIRECTOR FOR RESOURCES AND PRO DUC TION; 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 PLA NS; WIL­
LIAM R. WILSON, DIRECTOR, BUDGET AND FISCAL OFF ICE;
EDWARD S. JOHNSON DIRECTOR, BUDGET DIV ISION; DR.
JOHN  D. PORTERFIELD, DEPUTY SURGEON GENERAL, PUBLIC
HEALTH SERVICE, DHEW; AND SHELBY T. GREY, FOOD AND
DRUG ADM INIST RATION.

L e t t e r  to  C o m m it tee

Sen at or M agn u so n . The  co m m itt ee  will  com e to  or de r.  W e ar e 
be ginn ing he ar ings  th is  morning  on  th e Civil  an d Defen se  M ob il iz a­
tion  A pp ro pr ia tion .

We ha ve with  us  M r. F ra nk  El lis , who is th e D ir ec to r of Ci vi l an d Defen se  M ob ili za tio n.
M r.  El lis , yo u ha ve  a sh or t st a te m en t he re . Yo u als o se nt th e 

co m m itt ee  a  l et te r,  wh ich  w e will plac e in th e re co rd  i n full.
(T he  le tt e r re fe rred  to  fo llo ws:)
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E x e c u tiv e  O f f ic e  o f  t h e  P r e s id e n t ,
O f f ic e  o f  C iv il  an d  D e f e n s e  M o b il iz a t io n ,

Washington, D.C., Jun e 8 1961.
Hon. W a r r en  G. M a gnuso n ,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation Bill 

for 1962, U.S. Senate, Washington, D.C.
D ea r  M r . C h a ir m a n : In response to your  let ter  of June  2, 1961, concerning 

our recommenda tions for changes in the  independent offices appropriat ion bill 
for 1962, I am transm ittin g herewith the  changes we propose, identified and 
arran ged by page and line of th e bill as repo rted to the House.

The 1962 budget presented to Con ;ress  by the  previous adm inis trat ion  has 
been carefully reviewed and reaffirmed by the current adm inist ration. As indi­
cated by the  President in his address to Congress on May 25, 1961, action is 
being taken by the  executive bran ch to reassign certa in responsib ilities for civil 
defense and mobilization programs, to be followed by transm ission of proposals  
for a much strengthened program which will include, in all likelihood, budget 
requests for more tha n triple the  budget currently pending before Con ,ress. In 
view of the urgency attached to improving our nonmilitary defense, it is highly 
essential  tha t the basic request for $104,200,000 be allowed in full. The  pro grams 
covered by this basic request are cons isten t with  the areas  of increased emphasis  
proposed by the President and  full appropr iation of the funds requested  is necessary 
to provide a sound base for expansion.

One par ticu lar featu re of the  House  comm ittee bill which is completely un­
accep table  to  efficient and economical adminis trat ion of a nationwide civil defense 
and  mobiliza tion program is the  languaze imposing an art ibrary  ceiling of 303 
positions on employment  in the  Washington, D.C.,  area. One of the  most 
important single functions inheren t in th is program is the provision of coord ination  
and guidance, on behalf of the Presiden t, to the sprawling Federa l estab lishm ent 
at the seat of Government, insuring consistency of emergency planning and readi­
ness actions, preventing  duplication , and  assuring  uniform Federa l leadership for 
the  Sta tes and cities thro ughout  the United States. This rest rictive language 
must be eliminated  to give the  President the  flexibility of action so e ssentia l to 
realine and reassign 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 consideratio n of the changes proposed by other agencies, par ticu larly the 
General Services Administra tion,  to resto re funds for provision of radioactive  
fallout protection in Federal  buildings. The  incorporation of such protectio n in 
Federa l facilities  is an indispensable  factor in demonst rating Fede ral leadership 
and  example to the  States and  cities across the  Nation.

Sincerely,
F rank  B. E ll is , Director.

OF FICE  OF CIV IL AND  DE FE NS E MOBILIZATION 

S a la r ie s  an d  E x p e n s e s — G e n e r a l  R est r ic t io n s  

(Est imate, $6,000; 1961 act,  $2,500; H.R . 7445, $3,000)

REQ UESTED AMENDMEN T to  H.R.  7445

Page 2, line 22, afte r the  word “exceed;” delete, “$3,000” , and inse rt in lieu 
thereof, “$6,000”—resto ring the  app ropriat ion  language to th at  contained in the 
estim ate.

JUSTIFICATION

From  time  to time, dign itaries from foreign countries visit  the  Uni ted States 
to discuss, among othe r things , the  civil and  defense mobiliza tion plans  of the 
Natio n. Reciprocal visits, for similar purposes, are made by high officials of 
OCDM. Governors of the  Sta te and  directors of Sta te and  local civil defense 
organizations  mee t with the  Director to discuss civil and  defense mobiliza tion 
problems and  plans to s trengthen the survival capabi lities of the  Nation.

On these occasions, courtesy demands  th at  the  Director enter tain accordingly. 
With  increased emphas is on Federal civil defense functions and  g reat er par ticipa­
tion  of Sta te and local organ izations, it is ant icip ated th at  the  Director  will be 
having more  high-level  discussions with S tat e governors and civil defense directors.
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Sa la r ie s  and  E x p e n s e s— G e n e r a l  R est r ic t io n s

R EQ U ESTED  A M EN D M EN T TO  H .R . 7445

Page 3, line 2, after the word “tr avel” inse rt, “excluding ren tal  of passenger, 
moto r vehicles ;”—restor ing the  appropriat ion language to th at  contained in the 
estim ate.

JU S T IF IC A T IO N

Prior  to 1962, rental of passenger moto r vehicles was budg eted  as an item  of 
“all oth er” expense unde r objec t class 07, and  by object class definition was ex­
cluded from the  t ravel catego ry and  appropr iation language limi tation. On July  
22, 1960, the  Bureau of the Budget redefined and realigned the  sta ndard  object 
classifications. In this  realinement, the  ren tal  of passenger motor  vehicles from 
Government motor pools was included  under object class 21—travel and tra ns ­
por tat ion  of persons. To assure th at  vehicle re nta l pay ments  are legally separa ted  
from normal  commercia l travel, the  Bureau advised th at  agencies may propose 
specific exclusions of such paymen ts from travel limitations. Therefore, the  ex­
clusion phrase set forth above was recommended  in the 1962 OCDM budget 
submission.

The  dollar tra ve l limitat ion establ ished by the  House is the  same amount 
($900,000) as requested  in the  budget, and the  same as authorized in the  1961 
appropr iation. This indicates th at  the  Com mittee intended to cont inue  our 
allowance at  th at  level. However, the ir failure to inse rt language excluding 
vehicle ren tal from the limitatio n may raise a legal ques tion at  some f utu re date 
as to the  prop er accounting  classification of rental costs. Vehicle ren tal funds  
are used to reimburse the  General Services Adm inist ration for cars perman ently 
assigned to the  Headq uar ters  and regional offices for norma l adm inis trat ive  re­
quirements. They sometimes also are used for sho rt opera tiona l trip s for one­
time conferences or similar requi rements. The use of vehicles is fully reflected 
in the  OCDM budget justif icatio ns for Salaries and Expenses.

It  is strong ly urged th at  the  clarifying wording set forth above be included in 
the appropriat ion language  excluding costs for ren tal of vehicles from the travel  
limitation , thereby affirming, the  int en t of Congress to continue travel expenses 
of OCDM at  the 1961 level.

S ala rie s an d  E x p e n s e s

(Est imate, $30,500,000; 1961 act, $25,346,000; H.R. 7445, $25,000,000) 
(House hearings, p. 633)

R EQ U ESTED  A M EN D M EN T TO H .R . 7445

Page 3, line 2, s trike out “$25,000,000” and insert in lieu thereof “$30,500,000” , 
the  e stimate.

H O U SE R EPO R T N O. 449

“The comm ittee has allowed $25 million for personnel and  other operating 
expenses of the  agency, a reduction  of $5,500,000 in the  budget estim ate.  This  
is the  same level of appropriat ion as Congress approved  for 1961, except for a 
$346,000 reduction  the comm ittee has made  in jobs in the Distric t of Columbia 
from its present high level. * * * For  1962 the  authorized staff level in thi s ap­
propria tion is 1,600. * * *”

JU ST IF IC A T IO N

The House committe e allowance reduces  the num ber  of permanen t civilian  
positions in O CDM from 1,650 budgeted to  1,600. By reducing the app ropriat ion 
to the  1961 level, it also eliminates the  expans ion requested for communica tion 
warning , public in form ation  and education . The effect of each of these r educ tions  
is discussed in the  following para graphs. A separate  recommended  ame ndm ent 
to the bill has been prep ared  deleting the  appropriat ion language imposing a 
ceiling on employment in the  Washington, D.C., area.

Civilian posi tions.— The civil ian employment level of 1,650 reflected in the 1962 
budget requests represen ts the lowest employm ent level proposed by OCDM or 
its predecessor  agencies in recen t histo ry. It  was based upon the  principle of 
maximum delega tion of operating  functions  to oth er Federal agencies and the  
State s, with th e OCDM role rest ricted to  coordinat ion and  guidance  to the  gre atest 
extent  feasible. The reques t was slight ly below the  1960 end str eng th of 1,653.
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The House committee action would require reduc tion-in -force  action to bring  th e 
to ta l agency employment of 1,644 as of June  2, 1961, down to the  1,600 allowed. 
This action  would have to  be taken in th e face of th e Adm inist ration decision se t 
for th in the Preside nt’s message to  Congress on May 25, 1961, to strengthen  and 
expand  the Federal civil defense programs.

Under the “ti gh t” budget policy adopted for preparation of the 1962 budget, 
OCD M is unable to reduce civilian employment from the  1,650 budg eted  without 
cancellation  or deferment  of ongoing activi ties. This  solution is not  accep table 
in v iew of the urge nt need for  a strengthened civil defense  and mobilizat ion effort. 
Therefo re, it  is strong ly urged th at  funds be restored  to the amount  requested,  
the reb y supporting  civilian positions of 1,650.

Communications.— The increases requested for 1962 represen t improvem ents 
to  emergency communications systems to safeguard against failure unde r att ack  
conditions.

Nat iona l Communications  System No. 1: With funds appropriated in 1961, 
thi s system was converted to full-time operat ion, with  circu it rerouting to bypass 
probable targ et areas. If the  increased fund  reque st for 1962 is not granted, this  
full-tim e operation canno t be susta ined for the  entir e year,  and  the  pro tec ted  
rout ings will have to be relinquished. Fur the r, the  plan to provide alt ern ate  
direc t communica tion routes from the OCDM classified location to the  OCD M 
regions will have to be discarded .

National  Communications  System No. 2: This radio  backup  system will 
become operational during  July  1961 at  six OCDM  regions and  th e Ba ttle  Creek 
headquarters. In the  summer and  fall of 1961, equipment will be instal led to 
key relocation sites in 22 State s. The  1962 increases are required to mainta in 
thi s new system a nd provide for a modest increm ent for equipment for addi tiona l 
States. Maintenance funds  are essential to the  proper  protection of this  equip­
men t. Denial of funds for new equipment  will mean th at  nonm ilitary defense 
communications mus t continue to  depend solely on wirelines to more tha n half 
the States.

Contro l of electromagnetic radiation (CONELRA D):  An increase of $180,000 
is requested for paymen t of ren tal  of program lines to  civil defense offices. These  
costs were prev iously paid  by the  Air Force bu t have  been deleted from the  1962 
mili tary  budget. If these  circuits are dropped, the  capa bility of furnishing the  
populace with emergency information during a CON ELR AD alert will be lost.

Warning.— The 1962 budget requested increased funds to  extend the  OCD M 
warn ing network by 53 points  t o a total of 500 points, thereby provid ing insta nt 
warning informat ion to all majo r centers in the United States.  Denial of th is 
increase  will prevent  these extensions and force cancel lation of some of the poin ts 
added in 1961 in order to reduce costs to the  1961 level. The  1962 budget also 
included an increase to perm it the  instal lation of National  Emergency Alarm 
Repeate r (NEAR) generators in the  Sta te of Michigan as a pilot  program for 
dissemination of warning to indiv idual homes. The House  comm ittee  actio n 
will force p ostponement for at  least  a year, and  will set thi s most vital and  im­
po rta nt  program back a corresponding length of tim e.

Public information.— This program embraces all means  and  methods of con­
veying information to the  public including p rin ted  m aterials, radio and  te levision 
prog ram materials, exhibit  construct ion, briefing, and  tra ining aids and rela ted  
supplies, mater ials and t ranspo rtat ion  costs. The  t otal  amount  requested in the 
budget,  $3,010,600, represents an outlay of less than  2 cents per capita. Over  
th e years, expendi tures in this  area have averaged less than  1 cent per  cap ita , 
ye t OCDM is dist ributing more than 75 million pieces of prin ted  materia ls 
annually . It  is supplying  program mate rial to 3,500 radio  stations and  575 
televis ion stations. OCDM exhibits were viewed by over  6 million people in 
150 cities in fiscal year 1960. The  radio industry has don ated $122 for every  
dolla r OCDM has spen t for radio programing.  We cann ot take adv anta ge of 
th is valuable cooperation if we are  unable to supply ade qua te mater ial.

We have made progress with  the  funds avai lable b ut greater  resources are needed 
to  meet the  increased demands for survival information and program mate rials .

Education.— The largest single increase requested in the 1962 budget for this  
app rop ria tion was an increase  of $2,456,300 for  the  adult  education  program on 
weapons effects being conducted by the States under contract  with  the  Office of 
Edu cat ion. This program was closely examined by the  House comm ittee and  
several questions were raised concerning the  actual  resu lts being achieved  in 
increased civil defense capabil ity (pp. 635 thro ugh  649 of the  House hearing). 
I t is submit ted  th at  this  search  for positive resu lts in the second year  of a new 
program overlooks the  favorable impact of a good educ ational program on the  
masses in general.



INDEPENDE NT OFFICES APPROPRIATIONS, 19 6 2 O

A n umb er of radio  and televis ion programs  were gene rated  locally as a result 
of these courses and  local discussions, meetings, seminars, etc., were par ticipated 
in by ins truc tors  and  graduate s of these  courses. For example, in Nebraska 
the  county agents who took  this course are now teach ing the  concepts thro ughout  
the  agricultural  organ ization with  which the y work. Many school supe rin­
tenden ts require the ir teachers to tak e this  course and  the y in turn  tak e civil 
defense concep ts back to the ir classrooms. In  one city, nine teachers  and 
adm inistrato rs completed the course.

The influence of educa tiona l leaders  is invaluable. Othe r groups of in fluent ial 
community leaders who regula rly enroll in civil defense adult  educ ation courses 
are ; Kiwanis Clubs, Lions Clubs, Exchange Clubs, Ro tary Clubs, Mil itary  
Reserve  units, Air Patrol units, PTA’s, vete rans groups, and school nurses. 
The influence of these  leaders can be tra nsl ate d into  numerous examples of con­
stru ctive action tak en by communities and States.  In  many instances where no 
civil defense organ izatio n existed prio r to the  teach ing of civil defense adu lt 
education  classes, the re is now a director  of civil defense a nd a working organ iza­
tion . PTA  leaders and teachers who have  tak en the  course have been instru­
men tal in making civil defense concep ts a pa rt of the school curriculum.

Civil defense directors in States where the program is in progress speak  highly  
of its value  as a cont ribu ting  factor in overcoming public apath y tow ard  civil 
defense. In one small town a model shel ter was buil t as a result  of the adu lt 
educ ation  course. In  another  city , post  office employees who took the course 
set up a soft drink machine  as a fund raising project to purchase rad iati on detec­
tion  ins trum ents and  shelter supplies. Two rooms of the basement of the post 
office building are being equipped as a fallo ut shel ter for the  employees and  thei r 
families. Commercial and education al television stat ions in Florida, Texas, 
and  Minnesota  give free time to pu t the  civil defense adu lt educ ation course on 
the air. Civil defense adu lt educ ation  Sta te and  local staff members app ear  on 
radio  and TV program s, write  newspaper and magazine article s, and  speak  to 
organ izations, not  only on the  civil defense adu lt education  program but on the  
need for an active civil defense. Dur ing March,  Flor ida alone reported 45 
appe aran ces before groups and  on radio and  TV.

If no increased resources are avail able  for this  program, we will be unab le to 
extend it to additional States and  will be forced to control the  ra te  of expansion 
in the  Sta tes where it  is in progress.

It  is recommended th at  the  full reques t be granted  to permit  extens ion of the 
program to include 33 States by the end of fiscal year 1962.

S a la r ie s  an d  E x p e n s e s — G e n e r a l  R e s t r ic t io n s  

(House hearings, p. 653)
R EQ U E ST E D  A M E N D M EN T TO  H .R . 7445

Page 3, lines 2, 3, and  4, s trike o ut “Provided, Th at  th e foregoing  am oun t shall 
be avai lable  for no t to exceed 303 pos itions in the  Dis tric t of Colum bia area .”

H O U SE R E P O R T  N O . 449

“* * * except for a $346,000 reduction the committe e has made  in jobs in the  
Dis tric t of Columbia from its present h igh 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 app ropriat ion  is 1,600 and  the  posit ions in the  Dis­
tri ct  of Columbia are earm arked in the  language  of the bill at  no t to exceed the 
303 approved for the  curre nt yea r.”

ju s t if ic a t io n

Following House comm ittee action on 1961 appropr iations in April 1960, 
severa l comprehensive studie s were made  for the  purpose of carrying ou t the  
desires of the  committee concerning a  reduc tion  of 50 positions in the  Wash ington  
area. All these  stud ies concluded th at  an  arbit rary  ceiling for  sta ff in the  Wash­
ington office could no t be established without  crea ting  imbalances and inefficiencies 
in the  nat ional nonmil itarv defense program. Cons isten t with the underlying 
purpose of Reorganization  P lan No. 1 and  in compliance with specific Pres iden tial  
inst ruct ions , actions were just being completed  to clarify and  expand  the  roles 
of the  Federal dep artm ents in nonmil itary defense, requiring  increased daily co­
ordinatio n with  all agencies located at  the  seat of governmen t. Fur thermo re, 
one of the  key features  of the  national shel ter policy being carried out  by OCD M
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required stronger Federal coordination  at  the  sea t of government to insure ade­
qua te guidance and  example on the  pa rt of the  Federal establishment. These 
addi tional responsibilities , all in the  Wash ington  area,  negated every at tempt  to 
reduce the  Wash ington  staff. To the  cont rary , in the several months which have 
passed since these studies were made, requ irem ents  for additional staff have 
arisen in m any resource fields. However, no addit ional staff has been added and  
the  Wash ington  staff today stands at  345, compared  with  363 requested  in^the  
1961 budget.

It  is poin ted out  th at  the  House comm ittee recom mendations  were su bstant ially 
complied with on an agencywide basis. The to ta l positions were reduced to 
1,650, a reduc tion of 50 from the 1,700 positions budgeted for 1961.

Prom ptly  upon inaugura tion in Jan uary 1961, President Kennedy expressed 
his concern with  the  stru cture and funct ions for our nonm ilitary defenses and  
directed a series of stud ies to determine  the  improvements th at  should be under­
taken.  The policy recommendat ions resulting  from these studie s 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 appropriate Federal 
agencies and announced his intention to recons titu te OCDM as a small staff 
coordinating agency. The imposit ion of a sta tu tory  ceiling on positions in the 
Washington area denies the  Pres iden t the  flexibility essentia l to reorgan izing and 
reassigning  functions in the most effective manner in the Dis tric t of Columbia.

It  is entire ly possible, although not  definite at  this time, th at  the reco nst ituted 
small staff coordinating agency for OCDM in Washington may not  exceed 303 
positions.  However,  many employees may be assigned along with funct ions to 
Federal dep artm ents and agencies in the  Washington area. Adherence to this 
limi tation would require that  these assignments be made to field insta llatio ns.

I t is strongly recommended th at  the  res tric tive  language concerning positions 
in th e Washington  area be eliminated from the  bill and the  size of the Washington 
staff be le ft to the  d iscretion of the Pres iden t.

C iv il  D e f e n s e  and  D e f e n s e  M o b il iz a tio n  F u n c t io n s  of F e d e r a l  A g en c ie s  

(Es timate,  $8,700,000; 1961 act,  $6,567,000; H.R.  7445, $6,567,000)
(House hearings, p. 675)

R EQ U E ST E D  A M E N D M EN T TO  H .R . 7445

Page 3, line 19, s trike out  “$6,567,000” and  inser t in  lieu thereof “$8,700,000,” 
the  e stimate.

H O U SE R E P O R T  N O . 449

“The comm ittee recommends an app ropriat ion  of $6,567,000 for allocat ion 
to other Federal agencies for carry ing out delegations  of auth ori ty from OCDM. 
This  is a reduction  of $2,133,000 in the  $8,700,000 budg et estimate and is the  
same amount as was p rovided for this purpose in 1961. It  will sup por t a n aver ­
age of 498 jobs in oth er agencies, which are in add ition to the  1,600 in OCDM .”

JU S T IF IC A T IO N

In  the  first days of th is administ ration, consideratio n was given to t he  expansion 
of the  civil defense and mobiliza tion activities of othe r Federal agencies. We 
accepted  the limi ted expansion proposed in the  1962 b udge t and  decided to con­
sider fur the r expansion in subse quen t years.

The importance of th e modest expansion set for th in the  1962 bu dge t is under­
lined by our dete rmin ation to utilize  the  skills of present peace time Federal 
agencies in an emergency. Under this  concept, Federal agencies must organize 
to fulfill the ir emergency role now, or there may be no Government after att ack.

The  House allowance not only precludes expansion of the  Federal  agencies 
emergency a ctivi ties,  bu t forces us to  reduce “going” activitie s t o absorb the  cost 
of manag ing the  medica l stockpile,  which had  been financed in fiscal year 1961 
from ano ther appropr iation.

Thus , the  existing  obligat ion rate , including stockpile management, exceeds 
$6,822,000 annually.  To carry out  a program of limited expansion , as proposed 
in the  budg et, increases tota ling $1,878,000 are requested  as follows:
Agriculture.— An increase of $142,000 is reque sted  to trai n radiological monitors 

for the  Federal fixed monitoring system and  to engage special ists for the prepa­
rati on of plans  to manage food s tocks in an emergency.
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Commerce.—The increase of $194,000 will finance th e full-year cost of personnel 
who were employed for a pa rt of fiscal year 1961, Business and Defense Services 
Adm inist ration represen tatives for the  OCDM regional offices, and  an updating 
of the Nation al Location Code for OC DM ’s Nat ional Resource E valuation Cente r.

Federal Aviation Agency.— The increase ($142,200) covers radiological inst ruc­
tion  costs at  civil a ir facilitie s, recurring costs which were fu nded for only a pa rt 
of a year in fiscal year 1961, and two liaison employees to plan  civil avia tion 
defense.

Health, Education, and Welfare.—An increase of $910,000 is devoted to the  
De partm ent’s two specific posta ttack roles, emergency heal th and emergency 
welfare. With no increase in funds, as provided in the  House action , only very 
limited activ ities  in increasing the  Nation ’s capa bili ty for surv ival through 
medical  self-help, expanded func tional training, and other disaster measures 
are possible.

One of the  urgent activitie s planned for fiscal y ear 1962 is the initiation  of a 
medical self-help training program. Recognizing th at  professional heal th serv­
ices in a major disaster will be unavailable  or in sho rt supply, the medical self- 
help training program would provide people with  the  capa bili ty to administe r 
emergency medical care to the ir family  and neighbors.

Another essent ial act ivity to meet  critical medical needs is the  training of 
den tists , nurses, veterinarians , and oth er heal th personnel to perform emergency 
medical  and heal th procedures th at  the y would not  perform under normal cir­
cumstances . Correlat ive to this training , standard ized  tre atm en t procedures 
would be developed so th at  in a major disaster all injur ies and conditions of a 
certa in type, such as burn, shock, frac ture , and hemorrhage,  would be treate d 
the  same way in each comm unity , result ing in the  most effective utilization of 
scarce resources.

Funds are requested for the  first time  under this appropriat ion  for the  man­
agement of the medical stockpile. Responsibility  for management opera tions 
of the medical stockpile was transfer red from OCDM to DI IEW in fiscal year 
1961 under a transfer  of funds arrangem ent. In fiscal year 1962 we requested 
th at  funds for this opera tion be appropr iated direc tly as delegate agency funds 
rather  tha n on the transfer  basis th at  prevails in 1961. Since the  entir e fiscal 
year 1962 request of $415,000 for thi s activ ity was elim inate d by the House 
Appropriations Committee, the  resu lt is that  DHEW  is left with  the  emergency 
supply and  equipment responsibili ty for maintaining presen t stockpile items and 
the  autho rity  to acquire 500 additional civil defense emergency hospita ls, bu t 
with  no funds  for staff and expenses to admin ister the  program at  headquarte rs 
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 pe rsonnel  for thi s purpose and 
also involves a new professional position in the  Office of Education to complete 
the  necessary planning for the  pos tat tack role of school facilities  and school 
personnel which would temporarily be assigned to th e emergency welfare program.

Housing and Home Finance Agency.— In fiscal year 1961 III IFA assigned rep re­
sen tatives  to some of th e OCDM regional offices. The increase for 1962 finances 
the  full year’s cost of these positions and allows in itia tion  or expansion of three  
projects ; first, prep arat ion of emergency housing cons truction plans; second, 
development of plans for emergency community facilit ies; and third, plans for 
real  e sta te and credit  control in an emergency.

Labor.—An increase of $207,000 over the 1961 level is essential to bring the 
overall program for emergency readiness in the  fields of manpower and wage 
stab iliza tion into balance. About  half of th is increase will go to  the States for 
improving readiness plans by Sta te employment secur ity agencies. About  
$70,000 is needed for developing manpower programs, for advising State agencies 
in emergency planning, for outlin ing effective p ost attack  repo rting procedures to 
local employment service offices, and  for pre-positioning plans  in the  field. An 
add itional $40,000 is needed for accelerating the  comple tion of plans for an 
emergency wage stabilization  program.

Manpower, unlike other resources, cannot be stockpi led, bu t the  plans for the  
effective utilization  of manpower can be prepared in advance for pre-posit ioning 
at ’all levels of government so th at  in a catas trophe we could, as a  nation, operate 
more effectively, thu s insuring survival and a more rapid recovery.

Interior and ICC.— Increases for these agencies totalin g $181,000 have been 
requested to finance additional staff. Employees are needed for the  National  
Resource E valuation  Center, for liaison a t OCDM regional offices, and  for develop-
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ment of measures to  protect indu strial facilit ies in an emergency. Fun ds are 
needed also to step up the program to obtain executive reserve personnel capable 
of performing civil defense assignments in an emergency.

E m er gen cy  S u p p l ie s  and  E q u ip m e n t  

(Estima te, $36 million; 1961 act,  $9,175,000; H.R . 7445, $21,600,000) 
(House hearings, p. 725)

R EQ U ESTED  A M E N D M EN T TO  H .R . 7445

Page 4, line 8, str ike out  “ $21,600,000” an d inse rt in  lieu thereof “$36,000,000,” 
the  estim ate, an increase of $14,400,000 in the  amount  allowed by the House 
committee.

H O U SE R E P O R T  N O . 449

“An appropriation  of $21,600,000 is recommended  for maintaining  the  stock­
pile of emergency supplies and equ ipment owned by the Federal Governm ent. 
This is an increase of $12,425,000 over 1961 a nd a reduc tion of $14,400,000 in the 
budget estimate . There  are 1,932 emergency hospi tals of 200 beds each assem­
bled now. In addition  to  main taining the  present stockpile of equ ipment the  bill 
provides for procuring an addi tiona l 500 hospi tals instead of the  1,000 as the  
agency had  r equested.”

JU S T IF IC A T IO N

The House committee allowance of $21,600,000 resul ts in a reduction  of 
$14,400,000 to the request of $36 million. The proposed ame ndment would 
restore the full amount requested in order to allow for the procurem ent of 1,000 
civil defense emergency hospitals and  for the necessary instrum ents  to equip the 
balance of the  nationwide monitoring sta tions with  one set each of radiological 
equipment plus abo ut 5 percent of the ultimate need for chemical warfare defense 
equipment at  each monito ring stat ion.

Medical supplies and equipment.—The Depar tment  of Health, Edu cat ion  and 
Welfare, after an exhaustive  s tudy of the medical  problems ant icip ated following 
an a tta ck  upon th is country, has confirmed previous decisions t ha t further  medical 
stockpiling is the  only feasible method  of assuring the availabi lity of those supplies 
needed to meet post attack  conditions. It  has  been determined  tha t an additional 
stockpi ling of app roxim ately  $750 million worth  of supplies and equipment will be 
necessary to meet this requirement .

The funds  of $24,850,000 requested in ou r fiscal year 1962 budget represen t only 
a very  small  increm ent of the ultimate financial outlay which the Federal Govern­
ment m ust 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 bud get  
request, represents only a postpone men t in schedul ing through reductions in 
fiscal year 1962 with offsetting  larger  expe nditures  in future years. Res tora tion  
of these funds are urgently  recommended in order to permit  a more signif icant 
step  toward the  ultimate goal of providing medical facilities for the  surviving  
population.

Radiological defense equipment.—One of the  higher prio rity  civil defense pro­
grams entail s the  estab lishm ent of a nationwide  radiological detectio n and monitor­
ing network to inform and advise the public as to the radiation haza rds within 
each locality following a nuclear att ack. Cu rrent planning provides for a mini­
mum of 100,000 nationwide  moni toring sta tions to be manned and  par tial ly 
equipped  by Jun e 30, 1963, in order  to perform this most  essential task . Fund s 
requ ested in fiscal year 1962 are  to provide the  balance of in struments needed  to  
equip each of these stat ions with one set of radiologica l instrume nts.  The reduc­
tion  of $1.5 million by the House committe e would requi re a redu ction of 27 
percen t in planned 1962 procurement, deny ing inst rum ents  for some 13,000 
moni toring stat ions. This reduc tion to the  1962 request resul ts in an extension 
to planned goals and  merely represents  the  defe rral of necessary costs to a late r 
vear.  Res tora tion  of these funds are urgentlv recommended  as essential to the 
timelv goal of prov iding the public with  the minim um protection needed  for thei r 
survival.

Stockpile management.— Costs incurred here unde r are recurring  warehousing 
and  maintenance  expenses direc tly rela ted to civil defense medical  stockpi le 
reserves of $192 million procured in p rior years . A small addi tional amoun t was 
budgeted for 1962 for packaging supplies rela ted  to new civil defense emergency 
hospitals.  The redu ction of $445,000 proposed in this main tenance prog ram can
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be absorbed only by the  deletion of replacemen t procureme nt aga inst defective 
or obsolete items being removed from curre nt stocks. Contin uat ion  of this 
prac tice  over any great period  of time  would resu lt in a gradua l dis integration  of 
the  emergency stockpi le. Restoration of the  reduction made in this program 
area is requested to maintain the  inte gri ty of the curre nt stockpile,  assuring its 
ava ilab ility  for emergency use a t any  t ime.

R e sea r c h  a nd  D e v e l o p m e n t

(Es timate,  $4,500,000; 1961 act , $4 million; H.R . 7445, $1,500,000) 
(House hearings, p. 735)

R EQ U ESTED  A M E N D M EN T TO  H .R . 7445

Page 4, line 17, strike out  “$1,500,000” and inse rt in lieu ther eof  “$4,500,000,” 
the  estimate , an increase of $3 million in the  amount  allowed by the  House 
comm ittee.

H O U SE R E P O R T  N O . 449

‘‘The comm ittee recommends $1,500,000 for research and deve lopm ent pro­
grams,  which is the same as 1961 less a nonrecurring item of $2,500,000 for a 
program of prototy pe fallout  shelte rs for dem onst ratio n purposes which is being 
completed  this year.”

JU S T IF IC A T IO N

The actio n by the House comm ittee effects a reduc tion of 67 perc ent in the  
aus tere  research and  development budget estimate of OCDM. The sta tem ent 
in the  House  report th at  th e 1962 recommendation is the  same as 1961 is correc t 
with  respect to the  level of new appropriat ions from the  Treasury. However , 
since new appropriations  in recent years have  been substantially augmented by 
carry over s of unobligated balances  which will be exhausted by the  end of 1961, 
the  actu al research and development effort for 1962 m ust be curtailed sharply  to  
remain  within the funds allowed by the  House. This situation is illustrated by 
the  following reca pitu lation of actual  and estimated obliga tions, excluding the  
pro totype fallo ut shel ter program:
Fiscal year  1959____________________________________________
Fiscal year  1960____________________________________________
Fiscal year  1961____________________________________________

$2, 922, 679
2, 027, 438
3, 731, 713

On the  basis of the  above figures, it is obvious th at  if the  House comm ittee 
recommendation is allowed to sta nd  th at  the OCDM research efforts must be 
cur tailed a t a  time  when th e President is urging th at  civil defense and  mobiliza tion 
efforts be s trengthened.

The House comm ittee action  would requi re elimination of funds requested for 
sampling surveys of th e shelter potent ial  of existing  s tructu res  a nd shel ter design 
grants  and  would reduce the  co ntra ct research effor t to $1,500,000. Each of the se 
areas  are discussed  separately below.

Shelter surveys.— The objective of this  program is to ident ify and  eva lua te all 
potenti al shel ter space offered by existing  buildings in specific metropol itan  a reas. 
The program contemplates a  detailed  survey in a  major city in each Sta te, prefe r­
ably the  capital, utilizing  a task  force organ izatio n composed of Sta te and local 
personnel , thereby providing a trai ned  nucleus of personnel with  the  knowledge 
and  skills to conduct further  su rveys at  Sta te expense. Studies identify inhe rent  
protective featu res in the  buildings, establish requirements for modificat ions to 
improve shel ter capacity, and provide information on equipment and  expendable 
supplies  to  perm it survival for 2 weeks.

With funds  provided through 1961, these  surveys have  been ini tia ted  in pilot 
cities in 30 Sta tes.  Funds re quested  for 1962 cover the balance of 20 States. To 
end the  pro gram  now would leave the job  half done an d suspend a  program which 
the Presiden t, in his address  to Congress on May 25, 1961, indicated should pro­
ceed withou t fur ther delay.

It  is urged th at  the  amount of $500,000 be restored to the  1962 appropriat ion  
for shelter surveys.

Shelter design grants.—This program was established to prom ote the  shel ter 
effort by (1) developing a design capa bili ty in the  architect and engineering pro­
fessions which will result  in the  routine  inclusion of p rotective features  in future  
ligh t and heavy construction with litt le or no increase in cost; (2) developmen t of 
special designs to  include  protective fe atures for  var ious types of structure s such as
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schools, churches, and office and apar tment  buildings; (3) a program of grant s to 
architect  and engineering schools for curriculum development for gradua te and  
special courses for semester sys tem schools, design curr icula r materia ls for incorpo­
rat ion  into the  existing curricu lum of un dergradua te schools and new shel ter de­
signs suitable to high hum idity  and high wate r t abl e areas  of the gulf an d coastal  
areas of the count ry.

In  fiscal year 1961 workshop train ing sessions in survey techn iques and design 
requ irements  were conducted  for archi tects  and engineers throug hou t th e country . 
The high attendance  and  response has been such to indicate  the  widespread 
int ere st of archi tects , engineers, contractors , industrie s and  trad e associat ions 
in developing capabili ties for the  design and evaluation of fallout shelters. The  
OCD M efforts to promote a design capability in the architectura l and engineering 
professions can do much to improve the  protectio n afforded our people since, 
in many  cases, it  will be  possible to include shel ter in everyday construction with  
litt le increase in building costs. Proper ly indoct rina ted  designers will include 
pro tect ive features as a ma tte r of routine once they have been convinced of the 
need and t rained in the  methods  of achieving thi s goal.

It  is considered essential th at  th is program be carried to completion so th at  th e 
Nat ion will accrue the  full benefit  of a shel ter orien ted educational system and  
construct ion indus try. In  keeping  with the P resident’s desire for a much s treng th­
ened  civil defense program it is urged th at  $150,000 be re stored to  this  ac tivi ty.

Contract 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 
obliga tions for comparable kinds of research have  averaged $2.5 million annually 
since 1957, the  real effect is to  reduce the  normal resea rch programs by some 
40 percent .

Through the  years OCDM has init iated long-range inve sti?a tions with  certain 
resea rch groups th at  have yielded much information of significance in planning 
for emergencies. These investiga tions are not ye t complete bu t the  results  so far 
achieved warran t cont inua tion  at  a rate  not  less t han in prio r years. To reduce 
or eliminate any of these activitie s would cause a considerable loss of valuable 
information, disbanding of research staff, and ultimately resu lt in far grea ter costs 
for obtaining the kind of information  they are providing. Furtherm ore,  additional 
information would be denied, since invest igations of these  kinds are not ongoing 
elsewhere. Illu strative of some of these  studies are:

Project and average annual obligation
Advisory services of the Nat ional Academy of Sciences_____________ $155, 000
Radiological  reclamation and counte rmeasures— Naval Radiological

Defense Laboratorie s________________________________________  270, 000
Rad iati on penetra tion  studies, National  Bureau of S tan dards-----------  100, 000
Radiological ins trument deve lopmen t____________________________  100, 000
Po sta tta ck  managem ent decisions, Natio nal Planning  Associat ion____  125, 000
Inv entory exhaustion  and  p ost attack  new production , CE IR, Inc ____  100, 000
Systems analysis studies, Stanford Research In st itut e______________  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 o ut its respon­
sibilitie s. Again, the y are of the  kind not being done elsewhere in the  research  
community, including other Federal agencies. It  is a longstanding  policy th at  
OCD M will no t implement a research  p roject unless it is certain th at  th e kind of 
informa tion  sough t is not available elsewhere.

The  fiscal year 1962 req ues t for  research and development funds included about 
$850,000 for research typ e stud ies related to an accelerated fallout shelte r pro­
gram, excluding  pro totype fallo ut shelter cons truct ion. Investing  funds of this 
order of magni tude  will provide addit ional  d ata  upon  which to  base a sensible and 
economical program. Sub stantial knowledge exists bu t more is needed to  achieve 
maximum economy. The  funds would finance projects in such fields as: shelte r 
research, engineering, and tes ting; hab itab ility  and shielding studies of existing 
structure s; economics; and social and other, including training and educa tion.

Some of the research projects previously discussed represen t extensions  of work 
now going on. Others, par ticu larly in the  operation s and  economics area are 
rela ted to developing da ta  for planning for emergency managem ent of resources. 
I t is also planned to fur the r develop the  use of scale models in simulated  nuclea r 
field testing, including blast , th erm al and radiological effects. This type  of testin g 
is requi red to increase our limited knowledge of the a ctu al effects of th ermonuclear
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detonations. In  these  endeavors OCD M will work closely with the  Defense 
Atomic Suppor t Agency of the De partm ent of Defense. Additional info rmation 
is also required with  respect  to  th e dissemina tion of warning,  and  supplementing , 
on an emergency basis, existing communications system.

Failure to  allow funds in  the  amount or iginally  re quested  will fur ther  delay and  
hamper the  Pre sident ’s effor ts to stre ngthen  the  Na tion’s civi l defense structure . 
Full  restoration  to the  amount of $3,850,000 includ ed in the  budget estimate is 
strongly recommended.

G e n e r a l  P r o v is io n s  

R EQ U ESTED  A M E N D M EN T TO  H .R . 7445

Page 50, strike ou t section 303 which begins on line 19 and  ends on line 23, 
deleting this section in its enti rety .

JU S T IF IC A T IO N

The nationa l shelter policy announced in 1958 a t the  d irection of the  Pre sident 
included a  key feature provid ing for Federal leadership and  example in  the  sh elt er 
effort by incorpora tion of fallout shel ter in new Federal buildings designed for 
civilian use. In  view of the restr ictions set  f orth in section 303, the 1962 budget 
proposed elimination of th is section, princ ipally to enable Federal agencies  which 
have ade qua te funds  available to include fallout protect ion in the ir facilities.

This section , which was fir st included in the Indepe nde nt Offices Appropriat ion 
Act, 1961, prompted  t he  administ ration to ask las t year  for repeal of the sect ion 
on the grounds th at  it  unnecessarily res tric ted  the  activitie s of the  executive 
bran ch and effectively nullified the  above  key prog ram to which the  adminis tra ­
tion  was committe d.

This view was borne out  when the  Vete rans’ Adm inist ration and  t he  Nation al 
Aeronautics and Space Administra tion,  which had  funds avail able  in fiscal year 
1961 for shelter,  were forced to cancel the ir plans for in corporat ing this f eature  in  
new facilities because funds were n ot provided specifically for shelter .

Although a simila r situ atio n is not  expected to occur in fiscal year 1962 (since 
these agencies are being more specific in the ir appropriat ion  requests), it is pos­
sible th at  fund s would become avail able  for fallout  shel ter in an agency which 
would, under the  section, be unable to inco rporate this protectio n in its facilities . 
This possib ility could be avoided by elimination of th e section.

This rest rict ive section  must be rega rded  as an expression of nega tive congres ­
sional at tit ud e toward the shelter program. Elim inat ion of the  section, on the 
other hand, would dem onst rate a posit ive congressional at tit ud e toward thi s 
program. Preside nt Kennedy, in his address to Congress on May 25, 1961, re­
affirmed the  previous policy concerning the  essential ity of shelters in Federa l 
facilities  as insurance for the  civilian populat ion and  sta ted  th at  thi s program 
should  not  be fur the r delayed. Posit ive congressional sup por t is indispensab le 
to successfully carry ing forward  this program.

It  is strong ly recommended t ha t sect ion 303 be elimina ted from th e Independ ent  
Offices ap propria tion  bill fo r 1962.

Summary  of appropriations

App ropr iations 1960
actu al

1961
estimate

1962
estim ate

1962-61
difference

Salaries  and  expenses______________________
Civi l defense and defense mobi lization func ­

tions  of Federal agencies_________________
Federal con trib utions_______ ____ _________
Emergency sup plies and equipm ent ...................
Research and deve lopm ent_________________
Cons truc tion  of facilities___________________

$29 ,535,00 0

10,000 ,000
6,950 ,00 0 
4,000 ,00 0 
2,400 ,00 0

i $25,346,000

■ 6,56 7,000 
16,0 00,0 00 
9,17 5,000 
4,0 00,000

$30 ,500,000

8,700 ,00 0
22,000,000 
36,000,000 
4,500 ,00 0 
2,500 ,00 0

+ $ 5 ,154,000

+2, 13 3, 00 0 
+6, 00 0, 00 0 

+2 6,82 5,00 0
+50 0,00 0 

+ 2,5 00,0 00

Subtota l, OC DM ....... . .............................
Disaster relief, Executive Office of the  President-

52 ,885,000 >61,088 ,000 104 ,200,00 0 
6,000 ,00 0

+4 3, 11 2, 00 0
+6, 00 0, 000

Total, all a ppropr iations ........................... 52,8 85,000 >61,088 ,000 110 ,200 ,000 +4 9, 11 2, 00 0

i Inc ludes  su pp lemen tal of $963,000 due to pay increases.
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Budget  Situatio n

Senator  M agnuson. We will be glad  to hear your  sta temen t.
Fo r the purposes of the record, the  to ta l am ou nt  ap prop ria ted  for 

th is agen cy in 1961 was $61,088,000. Th e bu dg et  es tim ate  for 1962 
was  rais ed to $104,200,000, and  the  amend ed bu dg et  es tim ate  from  
th e new admi nis tra tio n rem ained the sam e. Th e House  bill rec om ­
mende d $79,167,000, w hich  is an increase of $18,079,000 ove r the 1961 
appro pri ation  bu t $25,033,000 under the bu dg et  es tim ate  of bo th  
admi nis tra tio ns .

Mr. E llis. Yes, sir.
Senator  M agnuson. All right,  we will be  gla d to he ar  from  you , 

M r. Ellis.
D e l e g a t e  A g en cy  S ta te m e n t s

M r. E llis. M r. Ch airma n, migh t I ask  th a t there  be  su bm itt ed  
for  the  record  the sta temen ts of eight of our dele gate agencies in 
su pp or t of the  approp ria tio n req uest.

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

(The  sta temen ts ref err ed  to  follow:)

U .S . DE PA RT MEN T OF  AG RI CU LT URE

Statement of H. L a u r e n c e  M a n w a r in g , D ir e c t o r , F ood an d  M a t er ia ls  
D iv is io n , C ommodi ty  Sta b il iz a t io n  S e r v ic e

Mr. Chairman, the re are three items in the budget estimate unde r considera­
tion which are of concern to the  Depar tme nt of Agriculture. While these  items 
to ta l only $440,000 for fiscal year 1962, compared  with amounts actua lly available  
in the fiscal year  1961 of $298,000, they are of extreme importance to the  role we 
are comm itted to perform in the  nonm ilitary defense program.

Fiscal year
1961

Fiscal  yea r
1962

1. Radiological defense train ing.
2. Food managem ent planni ng.
3. Dep artm ent  regional lia ison..
4. Research on food for shelters .

Total ..... ..........................

$7 5,00 0
31 ,400

170,60 0
21 ,000

29 8,00 0

$1 25 ,000
14 0,00 0
17 5,00 0

44 0,00 0

The Dep artm ent  of Agriculture continues  to carry ou t its civil and defense 
mobilization activities which are direc tly rela ted to its regular programs as an 
inte gra l pa rt of the  planning and execution of such programs. To the  extent 
feasible, the  cost of such work is charged to the  De partm ent’s appropria tions for 
its  regular  programs concerned with defense activities. The activi ties covered by 
•the es tima tes listed  above are  of a specia lized natu re and  would not be und ertaken  
unless additional funds  are provided.

I should  like to comment  briefly on each of the  ma jor areas of work on which the 
Depar tment  has been asked by OCDM to partic ipa te in the fiscal year  1962.

r a dio lo g ic al  d e f e n s e  t r a in in g

We recognize the  benefits to agriculture in our  par ticipation in a coordinated, 
nationwide radiological monitoring system. For example, it is essentia l to  us for 
determining the  extent  of damage from radioact ive fallo ut on agricultural  lands, 
livestock , and commodities.

But  more important,  thi s nationwide network of Federal fixed monitoring sta­
tions will con tribute to the  saving of lives all over the  coun try.  The Dep artm ent
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of Agriculture is glad to cooperate with  OCD M in the manning of these  sta tion s 
along with the  Departments of Interior and Commerce, the  FAA, and others,  
we now are manning  over 1,000 (1,090) Federal  fixed monitoring sta tions and 
with  these funds plan to trai n a sufficient num ber of our  personnel to  increase this  
to about 2,000 of these  stat ions . This  would complete our pa rt of the  network 
presently planned by OCDM. The $125,000 r eque sted  for 1962 is needed for an 
orderly and continued series of tra ining courses necessary to provide additional 
trained  personnel for these stat ions, replace  tra ined monito rs, prov ide refresher 
courses for current  personnel, and keep all  monito rs informed as to  how the ir work 
ties in with the  t otal  network.

FO OD  M A N A G EM EN T PLA N N IN G

In  addit ion to  the defense preparedness activitie s of th e Agricultu ral Market ing 
Service, which are  an  integral p ar t of reg ular  programs and which are f inanced wi th 
regular appropriation s, $140,000 will be needed for the  following specia l defense 
planning activi ties:

(1) To develop defense manuals, instructio ns, and  other tra inin g an d orien tation 
mate rials  for use in employee tra ining and  industry orien tation.

(2) Utilizing training mate rials  thu s developed, to tra in and otherwise assist 
AMS field personnel and  others  to acquire a capa bili ty to carry  out  emergency 
food managem ent programs and procedures  and  to guide the ir individual food 
managem ent planning efforts to a sta tus of defense readiness.

(3) Utilizing manuals and other orientat ion aids, to acquain t indust ry groups 
with  the  plans  of the USDA for emergency food managem ent operations, and  to 
provide indust ry represen tatives with  a full understand ing of the  role the food 
industry would be called upon to  carr y out  under emegerncy condit ions.

The  funds requested for 1962 would permit  grea ter emphasis on training work 
with field personnel and would permit  a star t on the industry orie ntat ion work. 
Both of these programs will be concerned with emergency activ ities  to  be carried 
out  on such ma tters as procedures for identifying and analyzing food resources ; 
methods of determ ining estimated post attack avai labi lity  of food in the  respect ive 
Sta tes;  optimum  utili zatio n of surviving  food supplies  and processing, storage, 
and  dist ribu ting  facilities; arranging food assistance to the  Sta tes and  regions ; 
formulation, issuance, and  adm inis trat ion of emergency food regu lato ry orders; 
assistance to  food processors and dist ribu tors  in the  acquisition of nonfood 
requis ites to  suppor t food processing, storage, and  distr ibution.

Most of th e special ists employed would be hea dqu artered at  s trategic  offices in 
the  field. A few would be headquart ered  in Washington, D.C., in order to  develop 
defense tra ining and orientation mate rials , conduct  tra ining of personnel, and  
work with  food industry.

The emergency work outlined above is necessary now a nd mus t be continually  
adjusted to changing inte rnational conditions, to technological progress in weap­
onry and  to general nationa l defense policies.

D EPA R T M E N T R E G IO N A L  LIA IS O N

The 1962 estimate of $175,000 covers costs of eight full-time regional liaison 
represen tatives (RLR), thei r secretar ies, trav el, and  o ther  expenses. These field 
represen tatives of the Depar tme nt of Agriculture are provided for in this year’s 
appropriat ion and are now working.

The RLR is respons ible in the preemergency period for providing liaison between 
USDA and the  OCDM Regional Director, and between  USDA and other Fede ral 
agencies at  the  regional  level, exchanging information with  USDA agency repre­
sen tatives  at  various levels, maintaining  necessary records for emergency use, 
training Agriculture  Depar tme nt advisory  group, responding to special  requests 
from OCDM Regional Directors when workload  of USDA perm its, and  developing 
plans  and da ta  for carry ing out assigned defense responsib ilities. The RLR 
makes sure th at  regional  office plans  tak e into acco unt regular program responsi­
bilities of USDA as well as defense responsibilities  for food, rura l fire defense, and  
defense against biological, chemical, and radiological fallout .

We app reciate the opp ortu nity  to present this  s tatem ent and will be pleased to  
answer  any questions.
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D E PA R TM EN T  OF  COM M ERCE

Statement by Paul A. Johnston, Executive Assistant to the Secretary 
of Commerce

Mr. Chairman and members of the  committee, the OCD M budget request 
includes $2,780,000 for assignment to the  Depar tment  of Commerce, to accom­
plish its mobilization and nonmilitary defense assignments during fiscal year 1962. 
This amount includes an increase of $194,000 over the  funds  available this  year.  
The  House Committee on Appropriations  disallowed any increase . My purpose 
tod ay is to review for you the  effects of the disallowance by the  House comm ittee 
and  to urge tha t your comm ittee restore  the  a mount  of th e cut.

O FF IC E  OF  TH E SEC R ETA R Y

The increase requested  for the Office of the  Secretary  consists of two items, 
$30,000 for two positions and rela ted othe r expenses in the  regional force, and 
$3,000 for necessary travel  expenses by headquarte rs personnel.

Five bureaus  of the  Depar tment  of Commerce have assigned to them the  
execution of imp ortant nationa l emergency planning and prog ram responsibilities. 
In  several instances thi s involves a widespread field o rganization , which requires 
coordination, planning, and  report ing not only at  the  d epa rtmental headquarte rs, 
bu t also at  each of the  eight OCDM regional offices. A departm ental represen ta­
tiv e and a secre tary were planned for assignment at  each of the OCDM regional 
headquarte rs locations to serve as the  regional cou nte rpa rt of the  emergency 
planning coord inator prov ided  at  the dep artm ental headquarte rs. These per­
sonnel represent the  De partm ent on the  OCDM Regional Civil and Defense 
Mobil ization  Board,  and, under the  immediate supervision  of the dep artm ental 
coordinator, develop and  test all plans for the  con tinu ity of essential  funct ions 
by the  five bureaus of the  D epa rtment , and coord inate  all aspec ts of th e p rograms 
of these bureaus at  the regional level. Because of inad equate funds in fiscal 
years 1960 and 1961, we were obliged to hold vacan t severa l positions. We urge 
th at  sufficient funds be allowed to perm it staffing of these  positions and the ir 
rela ted  expenses for  a  full  year in 1962.

A small amount  of t rav el is necessary by the  emergency planning coord inator 
and his  assistants at  the  departm enta l headquarter s to par ticipate in int erd epart ­
menta l 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 cur tail  this  trav el because of' 
inad equ ate  funds. The  increase of $3,000 requested  for 1962 would overcome 
thi s deficiency.

D E F E N S E  A IR  TR A N SP O RTA TI O N  A D M IN IS TR A TIO N

One of th e responsibilities assigned to  DATA is th at  for planning and allocation  
of commercial air carrier airc raft to meet the  needs for mil itary  airlift as outlined 
in requi rements supplied by the Join t Chief of Staff. The  planning meetings 
pertaining to Civil Reserve  Air Fleet airc raft  necessitate the attendance by 
DATA representatives at  both Atlantic and Pacific opera tions boards meetings. 
These  meetings were held annua lly, which was found to be not frequent enough. 
As a result, it has been necessary to schedule them on a quar terly  basis with  
resulta nt additional travel  expense, and increase in amount of prin ted materia ls 
in aircraft allocations on a quarterly rather tha n an annual basis. The budg et 
estim ate includes a request for an increase of $3,000 for these  items.

B U R EA U  O F T H E  C EN SU S

The estimate for the census activities provides for continuance of the present 
sta tist ica l program in supp ort of OCD M’s Na tional Resource Evaluation Cente r. 
However, the  processing of a grea t volume of da ta required at  the Cente r makes  
it  necessary to provide for an additional full-time sta tist ica l assistant. Also, 
the re is additional cost in the  program to upd ate  the  Nat ional Location Code. 
An increase of $24,000 was requested in the budget estimate to cover these items . 
A new Na tional Location  Code has been established which ties in to the geographic 
boundaries of the 1960 census. The next step, which is included in the  budget 
program for 1962, is the preparation and  reproduct ion of maps showing the  
geographic boundaries of th e 43,000 new s tan dar d location areas.
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B U S IN E S S  AN D D E F E N S E  S E R V IC E S  A D M IN IS T R A T IO N

The  BD SA  se rv es  as  th e nu cleu s of an  em er ge nc y pro duct io n org an iz at io n an d 
m ai nt ai ns  a ca pa bi li ty  to  ac ti va te  th os e em er ge nc y ac ti v it ie s which  wou ld  be 
es se nt ia l fo r max im um  ut il iz at io n of th e  N a ti o n ’s pro duct io n reso urce s. I t is 
ch ar ge d w ith  th e re sp on sibi lit y fo r d ir ec ting  and co nt ro ll in g v ir tu al ly  al l of th e  
nat io nal  pr od uc tion  eff ort , fo r as si st in g and en co ur ag in g in dust ry  in  th e de ve lop­
m ent of pl an s an d pr og ra ms to  in su re  th e  co nt in uat io n  of es se nt ia l pro duc tion so 
as  to  pr ovi de  fo r es se nt ia l hum an  su rv iv al ne ed s, u rg en t m il it ary  requ ire m en ts ,, 
and po te n ti a l post a tt ack  re co nst ru ct io n  and nat io nal  re hab il it a ti on . The se  re­
sp on sibi lit ie s are, ther ef or e,  m os t cl ea rly  re la te d  to  th e  miss ion of  th e  Office of 
Ci vi l and Defen se  M ob ili za tio n.

P ost a tt ack  pl an ni ng  for  em erge nc y ope ra tion s cu rr en tly  be ing undert aken  by  
all  re sp on sibl e se gm en ts  of th e Fed er al  G ov er nm en t em ph as izes  re gi on al  oper a­
ti on  and di re ct io n of th e im m ed ia te  p o st a tt ack  ac ti v it ie s a t th a t leve l and  be low . 
D irec t gu idan ce  fr om  th e Fed er al  G over nm en t a t th e  na ti onal lev el  wou ld  bo  
v ir tu al ly  im po ss ib le  in  th e even t of a national  em erge nc y.  T he BDSA , alo ng  
w ith  o th er Fed er al  d ep art m ents  a nd age nc ies , is en ga ge d in  d ev elop in g and  d ir ect­
in g pr og ra m s de sign ed  to  min im ize  th e  ef fects  of a nu cl ea r a tt ack  by  concentr at­
in g re ad in es s tr a in in g  an d as si gn m en t of re sp on sibi li ty  a t o th er th a n  th e  na ti onal 
lev el.

To  pe rf or m  th is  ta sk  eff ec tiv ely , it  is ne ce ss ar y to  as sig n a BDSA  pro duct io n  
di re ct or to  ea ch  of th e  ei gh t O CD M  region s. T he  in cr ea se  of $100 ,00 0 in cl ud ed  
in  th e budget  re ques t is fo r th is  pu rp os e.  Thre e im port an t dev el op m en ts  m ak e 
th is  ac tion  es se nt ia l a t th e ea rl ie st  po ss ib le  tim e.  The  fi rs t is th e  ab so lu te  ne ce s­
si ty  fo r clos er  co llab or at io n and co or di na tion  w ith S ta te  an d loca l go ver nm en ts . 
Se cond , is th e  tr a in in g  of ex ec ut ive re se rv is ts  wh ich , to  be  ef fecti ve  and  t o  r ed uc e 
th e  dem an d on  re se rv is ts ’ tim e,  m ust  be  undert aken  a t th e  loc al lev el.  T hir d , is  
th e  ne ed  fo r in doc tr in at io n an d tr a in in g  of ne w S ta te  and loc al civi l de fens e pe r­
so nn el  in  pr og ra m s co nc erne d w ith  re so ur ce s and pro du ct io n.

M A R IT IM E A D M IN IS T R A T IO N

The  budget  pr og ra m  is ba se d on  continuat io n  of de fen se  m ob il iz at io n pla nn in g 
fo r U.S. p o rt  sy st em s an d faci lit ie s. Thi s in cl ud es  th e im ple m en ta tion  of em er ­
ge ncy pl an s a t th e  lo ca l l eve l a t ap pro xim at el y 110 U.S. oc ea n port s,  det er m in at io n  
of eff ect of m ob il iz at io n sh ip pi ng  re qui re m en ts  up on  port s and  p o rt  ca pa bi lit ie s,  
po rt  su pp ly  re qu ir em en ts  pl an ni ng , and  pla nn in g fo r em er ge nc y p o rt  im pr ov is a­
ti on  an d re st ora ti on  of es se nt ia l po rt  fa ci lit ie s.

An in cr ea se  of $8 ,000 is re qu es te d fo r th is  pro gr am  in  1962  fo r th e  pre para ti on  
of in vento ry  and po rt  ca pa ci ty  reco rd s, p re para ti on  of a P o rt  Im pro vis at io n  an d 
R eh ab il it a ti on  M an ua l, an d tr avel ex pe nses  of d is tr ic t office  pe rson ne l. A t th is  
po in t,  it  m ay  be  we ll fo r me  to  m en tion th a t,  w hat ap pe ar s to  be  a  di sc re pa nc y 
be tw ee n th e  fig ure of $8,000 an d th e to ta l of $8,500 fo r in div id ual  it em s on  pa ge  
170 of th e  budget  ju st if ic at io ns , is in  fa c t du e to  a ro un di ng  of fig ures  fo r 1960, 
1961, an d 1962.  The  d et ai l o n pa ge  170 refle cts t he  a ct ua l am ount of th e  in cr ea se .

W E A T H E R  B U R EA U

The  budget est im at e fo r th e  W ea th er  B ur ea u pr ov id es  fo r co ntinuat io n  of th e  
ex is tin g pr og ra m  to  pr ep ar e and di ss em in at e fa llou t fo re ca st s ac ro ss  th e  N at io n , 
and  to  pr ov id e meteo ro logica l co nsu lt an t se rv ice s a t O CD M  headquart ers  an d 
it s region al  offices. While th e 1962 es ti m ate  is ba se d on continuat io n  of ex is tin g 
pr og ra m  levels , it  does includ e an  incr ea se  of $26 ,000. Thi s is to  co ve r th e  ful l- 
yea r co st  in  1962 of new po si tion s es ta bl is he d du ring  past  yea r in  1961 a t th e  
m ai n re lo ca tion  si te , th e co st of proc es sing  high  a lt it ude fa llout fo re ca st s on  
au to m ati c  d a ta  proc es sin g eq uip m en t,  and misc el lan eo us  it em s su ch  as  co st  of 
pay  in cr ea se s an d all ow ances.

In  conc lusio n, I wi sh  to  ex press m y appr ec ia tion fo r th is  opport un it y  to  te ll  
yo u of th e  eff ec ts of th e  Ho use co m m it te e ac tion , as we see  it,  and  to  urge  you r 
sy m path eti c  co ns id er at io n fo r re st ora tion  of th e am ount disa llo wed . D ep art ­
m en ta l st af f an d bu re au  re pre se nta tives  ar e av ai la bl e to  an sw er  an y spe cif ic 
qu es tion s th a t yo u may  ha ve  w ith  re sp ec t to  de ta ils of ou r pr og ra m s.  T hank  
yo u ve ry  muc h.

71 03 6— 61 ------ 2
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FEDERAL AVIATION AGENCY

S ta tem en t  by  H erm a nn  P . B r etsc h , C h ie f , E m er g en c y  R e a d in e ss  D iv is io n

Mr. Chairm an and members of the committee, the  OCD M approp riat ion request 
includes $300,000 to be assigned to the  Federal Aviat ion Agency in fiscal year 
1962 for improving the emergency preparedness of the  ai r t ranspo rta tion industry. 
The funds allowed by the House of Representatives on the  OCDM reque st would 
provide  $157,800 for  th is purpose.

We have carefully reviewed the  effect of th e House  action on the  development 
of the  civil avia tion ind ust ry’s emergency preparedness. In view of the imp ortant 
and  growing role of civil aviat ion in our nat ional economy in peacetime, it is 
obvious that  this indust ry would be an inva luab le nationa l asset if war is thrust 
upon us. If as the President has to ld the  Congress in the special message on the  
defense bud get, we as a nat ion  are comm itted  to a policy th at  “our  arms will not 
strike the  first blow,” we mus t give serious att en tio n to  our operating  capa bility 
afte r an enemy has struck us. In this  light, our  splended civil airlif t capa bili ty 
can be effective only if appropriate measures are tak en to ensure t he surv ival of 
these assets. Our airc raft—and  the  airports , the  main tenance bases, and  highly 
skilled people who operate these facilities and  equipments—m ust first of all 
survive.

The Federal Aviation Agency, with th e lim ited resources thus far  made available  
for this purpose, has in various stages of developm ent guidance  mate rial for the 
air tran spo rtat ion  industry on—

(1) Protectiv e ac tions to be tak en by t he  manag ement of civil air transp ort  
enterpr ises prior  to a natio nal emergency;

(2) Survival actions to be tak en  during and  immediately afte r an att ack; 
and

(3) Recovery  actions  to be taken during the  posta ttack res tora tion  and 
reha bilitation  period.

The funds allowed by the  House will permit this basic planning to continue, 
bu t they do not  provide  the supp ort required to carry this guidance directly to 
the aeronautical enterp rises  th at  must make the  actual  prep arat ions  required for 
an adeq uate  emergency opera ting capa bility in the  industry. The additional 
positions and funds requested  for fiscal yea r 1962 are critical ly needed for the 
development in fiscal ye ar 1962 of the emergency operating capabilit ies of airlines, 
public airpo rts, and  ai rcra ft maintenance facilities . Our experience ind icate s tha t 
this can be accomplished effectively only by working directly with the  manage­
ment of these corporate and priva te enterprises and the  local governments th at  
operate the  Nation’s public airports.

The enthusiastic response of the various major airlines with which we are 
already working on th e development of emergency operations plans indicates t ha t 
the  industry  seeks and  urgently needs our assistance in this ma tter . 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 supp ort this  effort, civil avia tion defense p lanning 
will be severely hampere d at  the place where air tran spo rta tion is actually pro­
vided in peace and war—in the Nation ’s airlines and at  our public a irports.

D E PA R TM EN T  OF  HEALT H, E D U C A T IO N , AN D W ELFA R E

Sta tem ent  by  D epu ty  S u rgeon  G e n e r a l , P ubli c  H ea lt h S e r v ic e , on  C iv il
D e f e n s e  and  D e f e n s e  M obil iz a tio n , F u n ctio n s  of F ed er a l  A g en c ie s

Mr. Chai rman  and  members of the  committee, the Depar tme nt of Heal th, 
Education , and Welfare has been made responsib le for the  development of 
emergency hea lth and emergency welfare programs and for the  provision of 
operationa l guidance to our State  and local cou nte rpa rts in th eir implemen tation. 
Although we have  the  prim ary assignment in these  areas, our own Labor and 
Health , Educatio n, and Welfare Appropria tions  Subcommittee has inst ructed us 
not  to absorb or include any  delegated defense prepa redness costs in our regular 
budget .

Since the  majo r port ion of the  funds requested  are for the  Public Hea lth 
Service, th e Secretary  has requested th at  I present the  to tal  D epartment  program.  
The Department requ est for $2,844,000 provides for the following activ ities : 
$2,131,000 for hea lth services, including stockpile mana gement; $121,000 for 
food and drug activ ities ; $316,000 for emergency 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.

H EA LT H  SE R V IC E S

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 capabili ty, we must direct our attention  and 
efforts to three basic program areas:

1. The development of the capabili ty of the individual to 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 effect ively their operational health survival plans; and

3. The 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 which 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 training 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 emergency conditions, and to recover in the event of disaster. 
These field personnel are located in DH EW  and OCDM  regional offices and in 
some instances are assigned directly to State health departments.

We have assumed the responsibility for prepositioning civil defense emergency 
hospitals and other health supplies and equipment in local communities to be 
readily available for emergency use. Community programs for emergency 
management of health resources and health manpower to assure their most 
provident and effect ive 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 emergency 
water supply, protecting  water reserve, using emergency 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 active ly assisted b y 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.
TecAntcol assistance to States

This budget provides for the maintenance of professional personnel in DH EW  
and OCD M regional offices to provide guidance and assistance to States in the 
organization and technical aspects of emergency health programs, the develop­
ment of operational capabilities, planning training courses, resource management, 
and coordination of emergency 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 medical officer for emergency health services activi ties in addition 
to the program officer to service each DH EW  regional office. Technical 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 resource 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 
been assigned has been so effective and progressive, that assignment of technical
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personnel to all Sta tes is considered to be a  high program  priority.  An increase 
of $299,000 is being requested  for fiscal year 1962 to fulfill this need.

The  mutual  selection of specialized health personnel in 50 local comm unities 
to assist in emergency heal th planning and train ing has been evaluated and  has 
proved to be very effective. The professional comm unity health worker, work­
ing 1 day a week, can serve as the nucleus for train ing to extend and expand the  
specialized knowledge and capabilities of professiona l and lay people in the 
community, as well as being readily available to assume emergency heal th re­
sponsibilities in the  event  of national disaster. The  addit iona l $70,000 requested  
will provide  for the  extension of this specialized program to ano ther 50 com­
munities and  establish duty on a day-a-week basis rat her tha n a day a month  
as is now the case.

Training is of grea t importance in developing emergency heal th capabil ity in 
the States . Train ing activi ties will increase and  extend the  techn ical skills of 
personnel in the  community to  meet disaste r hea lth problems as well as orien ­
tati ng them into the ir roles and coordinating the ir assignment in the  total  com­
munity plan for emergency health  operation. The  broad areas th at  must be 
covered by health mobilization training are:  (1) medical  self-help, (2) hea lth 
manpower utilization,  (3) emergency hospita l and  health facilities, (4) emergency 
medical supplies and equipment, (5) emergency water supply, and (6) hea lth 
rehab ilitat ion and restoration .

The Public Hea lth Service will conduct or assist in the  direction  of these 
emergency health  train ing courses at  National , Stat e, 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 evalua te and  recom mend  
train ing methods,  will prepa re and dist ribute train ing kits, and  will develop 
informational and educat ional materials.

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

The goal to be sought in the  heal th resource  area is the  development  of the  
most efficient methods of management of avai lable  supplies in each Sta te and  
local community which would remain following an att ack. These hea lth re­
sources include: health manpower, heal th facilities, and medical supplies and 
equipment.

Because of the marked disp arity of resources th at  can be anticipa ted in the 
event of attack, we must expan d the capab ilities of medical and allied hea lth  
personnel as well as develop the  abil ity of every family group to meet the ir own 
hea lth  needs withou t the services of a physician if need be.

We mus t develop and  prov ide emergency adm inistrative and tre atm en t pro* 
cedures for use in disaster operation , methods to insure  maximum protection to 
hospitals  and p atient s, methods by which hosp ital  re location can be achieved an d 
methods th at  will insure coordina tion of community emergency hospital  uni ts.

We must  provide information on criti cal medical supp ly item  ident ificat ion 
and  emergency planning requ irements , local inventory  planning, storage and  
protectio n methods,  pre- and  pos t-a ttac k prod uction potent ial  for add itio nal  
medical supplies, as well as claimancy and  allocation plans . We must refine 
adminis trat ive procedures th at  will assure  th at  civil defense emergency hospi tals 
prepositioned in local communities are  proper ly maintained  and that  no outdat ed 
or d eter iorated it ems exist in t he  inventory. We mu st adminis ter qual ity-control  
measures and develop OCDM stockpile  dispersal plans  th at  best meet potent ial 
disas ter situation s. In order to accomplish these  requirements an increase of 
$160,000 is being reque sted  for fiscal year 1962.
Research

There are many  areas  where  research is req uired. For  fiscal y ear 1962 $75,000 
is being requested to develop rapid  identi fication procedures  for biological and 
chemical warfare  agents.

FO OD AN D DRUG A C T IV IT IE S

Under posta ttack emergency conditions these activ ities  will temp orar ily 
become pa rt of the emergency health struc ture with responsibili ty for surv ival 
measures rela ted to the  safety of foods and drugs  for hum an consumption.

In the preemergency period, activ ities carried on by the  civil defense organ iza­
tion  of the Food and Drug  Administrat ion consis t of a biological warfare research 
program and a training program. The research program is designed to determ ine
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the vulnerability of wholesale packages of foods and drugs to biological agents  
introduce d during o vert  an d covert enemy a ttacks and the  development of simple 
decontamination procedures . The training program is designed to acquain t the 
Nation ’s food and drug  officials, as well as members of regu lated food and  drug  
indus tries, with the  problems which would confront them  as  a  result of a nat ional 
emergency—problems involving contamination of our food and  drug  supplies  as 
a result of chemical, biological, or nuclear attack.

Considerable progress is being made in both  these areas  an d the  funds reque sted  
will allow us to contin ue this work in fiscal year 1962.

EM ER G EN C Y  W E L F A R E  SE R V IC E S

The Social Securi ty Administ ration carries  majo r coordina ting responsibi lity 
for civil defense emergency welfare services. This  includes deve lopm ent of a 
nat ional program to insure th at  t he  homeless and  others in need of assis tance as 
a resu lt of enemy att ack or t hrea t will have essential surv ival aid and  services— 
lodging; feeding; clothing; services including help in locat ing and  reuniting 
individual s and  families; care of groups needing special services such as children 
sepa rated from the ir families, the aged, the  handicapped; tem porary financial 
assistance, if required; and all other feasible emergency welfare aid.

Majo r att ention during the  cur ren t year has been on preparatio n of nat ional 
guidance materia ls for use by States and communities  in developing local readiness  
to  provide these  emergency welfare services.

Memorandums of understanding  with  nat ional voluntary  welfare  agencies 
describ ing how the ir functions can support the  planning and carrying  ou t of a 
nationwide emergency welfare program are being completed.

Programs were init iated in 1961 to assis t Sta te publ ic welfare dep artments  in 
inte gra ting  emergency welfare training in to thei r regular t rain ing  activit ies.

During fiscal year  1962, stress will be placed  on field implementa tion  of the  
emergency  welfare services program which will emphasize technica l assistance 
to  the  States and the ir subdivisions in the  development of emergency welfare 
operating procedures  to  supplement the ir basic survival plans.  The increase of 
$58,000 requested  for fiscal year 1962 will permit establish men t of professional 
staff  services for this purpose in each DHEW  regional office.

ED U C A T IO N A L A C T IV IT IE S

The Na tion’s schools and the ir teaching  personnel are a fun dam ental resource 
for civil defense prepa redness and include near ly one-fourth  of our total  popula­
tion . So that  nuc lear-age preparedness can be ta ug ht  to  young people, the  Office 
of Education has assumed the responsibi lity, under OCDM delega tion, for the  
deve lopment and dist ribu tion  of educ ational civil defense materia ls which will 
integrate  the teach ing of survival sk ills, knowledge, and fundam enta ls of behavior  
during emergencies at  all education al levels. The program to da te has concen­
tra ted on development of mate rials  for use at  the  secondary level which will be 
publi shed and  d istr ibu ted  during fiscal year 1962.

In addition , the  estimate for fiscal year 1962 provides $10,000 (two positions) 
for staff assis tance  to  th e Emergency Planning  Committee  of the Office of Educ a­
tion in working jo intly with the  Emergency  Welfare Service on the  general  problem 
of the posta ttack  use of education al facilities  and manpower. In the imme­
dia te afte rmath  of massive attack , it seems obvious th at  the  best  use of schools 
and school personnel is to serve as tem porary augmentation of the  emergency 
welfare program in helping to reun ite families, utilizing  school houses and school 
equ ipm ent  to provide temporary lodging and feeding facilities (and in some cases 
as emergency hospitals), and using school personnel to assist in managing these  
operations as p ar t of th e local emergency  welfare organ ization.

Thank you, Mr. Chairman. I will be glad  to att em pt to answer any quest ions 
th at you may  have concerning these  program s.

H O U SIN G  AN D H O M E F IN A N C E  AG EN CY

Statement of M. Carter McFarland

The Housing and Home Finance  Agency has been assigned responsibiliti es for 
the development of emergency plans and  programs covering (1) emergency lodg­
ing; (2) guidance to States and localities as to stan dar ds and priori ties for emer­
gency lodging and housing programs; (3) repai r of damaged housing and cons truc­
tion of new housing; (4) repair, restorat ion,  and  cons truction of emergency com­
mun ity facilities; (5) economic stabili zat ion  measures per tain ing  to  real estate
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credi t controls and rent  s tabilization programs;  (6) an Agency emergency organ­
ization pla n; and  (7) assistance  to OCDM is the development of a shelter  program.

In the  fiscal year 1962, the Housing and Home Finance Agency will expand  th e 
programs already developed and init iate additional programs as pa rt of the  
Agency’s obligat ion to attain  a sta te of r eadiness for a civil defense emergency. 
1. Emergency housing programs

During fiscal year 1961, HHFA is preparing  a comprehensive planning docu­
ment outlin ing a pos tattack  emergency housing program. In fiscal year  1962, 
it is proposed  th at  HHFA will complete the  clearance and dissemination of the  
planning document and  will supplement this plan  by p reparing detailed operating  
inst ruct ions  for the guidance of the  headqu arte rs and field personnel who are 
responsible for  the  execution of the emergency housing program. These operating  
instructions are also required by S tate,  county, and  municipal officials, and  by th e 
housing industry so th at  they  may par tici pat e in executing the program.
S. Community fac ilities programs

In fiscal year 1961, HHF A will complete work on three projects  in the  com­
mun ity facilitie s area . These are:  (a) preparatio n of technica l guides for the  
provision of p rimitive water and san itary faci lities ; (6) plo tting key components 
of wate r systems on large-scale maps; and  (c) preparation of an operationa l 
handbook for field personnel responsib le for community facilitie s. During fiscal 
year 1962, HHFA will prepare an overall planning  document outl ining a com­
prehensive posta ttack  emergency com munity  facilities program. This will be 
an appendix to annex  42 of the  n atio nal  plan and  will cover such matters as: the  
major  aspec ts and time phases of the po sta tta ck  envi ronm ent; the  objec tives of 
the  prog ram; the  different metho ds or approaches which can be used to meet 
the  emergency needs fo r community  facilit ies; how th e program is to  be financed; 
and the  responsibili ties of HHFA hea dquar ters and field offices in the  execution 
of the  program.
S. Field organization

During fiscal year 1961, four full -time defense planning representatives at 
HH FA regional  offices are  being employed. This  e stim ate provides for the  con­
tinu ation of these field rep resentatives and  for  the  addit iona l employmen t of four  
othe r field people toge ther  w ith the necessary secretari al help. This will provide 
one GS-14  civil defense specialist and one GS-4 clerk -stenographer for each of 
the eight regions conte mpla ted in the  HHFA emergency field organiza tion plan.

These specialis ts will serve as the regional counterparts of the  Defense Planning 
Coord inator. Under  the  technical direct ion of the  Defense Planning Branch in 
Washington, they  will develop and test all plans for HHFA civil and  defense  
mobilization responsibi lities at  the  regional  level and will coord inate  for the 
regional adm inis trators  all aspects  of th e civil a nd defense mobiliza tion programs 
of the  constituen t 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 Sta te civil defense directors 
and the  HHFA emergency Sta te offices as provided in the  Emergency Field 
Organization Plan.
4. Real estate credit and rent control programs

During fiscal y ear  1961, HH FA prep ared  in connection with the development 
of an interim rent  stabil izatio n program, an opera ting appendix to annex  27. 
This included the  types of guidance material s (forms and documents) which 
suppor t th e above appendix and provide  S tate  and  local officials with the techn ical 
and operational  guides.

During fiscal yea r 1961, H HFA  also ini tia ted  work on the following: 
a. A paper  ident ifying the  problem s and issues of adm inist ratio n and of program 

con tent  involved in the tran sition from Sta te and  local inter im adm inis trat ion t o  
a nationally administe red program of ren t stabili zatio n.

h. A sepa rate  emergency operat ing p lan outlining the  ren t stabilization  program 
which th e Federal Government would u nde rtak e find administer as i t became able 
to absorb inte rim Sta te and local opera tions.

Dur ing fiscal year 1962 H HFA  will complete the  corollary guidance mate rials  to  
be included in the opera ting appendix to annex 27 a nd also, the  work specified 
under  items (a) an d (6) above.
5. Damage assessment representation

HHFA will provide representa tion a t the  National Resource Evalua tion  Cente r 
including assistance on special  NR EC  studies. In addit ion, HH FA will p rovide
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field training for damage assessment specia lists at  its regional  and emergency 
Sta te offices.

Within the  1962 OCDM appropriat ion reques t for “Civil Defense and Defense 
Mobil ization  Func tions of Federal Agencies” , the  sum of $300,000 is included for 
the  Housing and Home Finance  Agency to cover t he  costs in fiscal 1962 of the civil 
defense and  defense mobilizat ion func tions  which have  been assigned to HHFA. 
The  regula r appropriation s for the Housing and  Home Finance Agency do not  
provide for the  specific projects and program s I have outlined .

I shall be g lad to  answer any quest ions the comm ittee  may wish to  interpose .

D E PA R TM EN T  O F T H E  IN T E R IO R

St a t e m e n t  of J. C ordell  M o o r e , D ir e c t o r , D iv is io n  of Se c u r it y

The mobilization responsibilities  of the  De partm ent of the Inter ior  encompass  
the  following areas: Elect ric power, petroleum and gas, solid fuels, meta ls and 
minerals, prod uction and  processing of fishery products , and  con tinu atio n of the 
essential wart ime functions  of the  Depar tment .

Many of these  functions  involve day-to-day  activities of the  De partm ent and 
some of the  activities are financed throug h the  regular Int eri or Depar tment  
budget.  The  funds requested  here are  for specific defense activities over and  
above  those which can be carried with regu lar Interior funds.

The  direct  mobilization program financed by tran sfer  of funds from OCDM 
totals  $436,000 for the  current fiscal year . The  request for the  fiscal year 1962 
is $512,000, a n increase  of $76,000. This  will permit t he increase  of two positions  
in the  elect ric power area, two for fisheries matter s, a small amoun t for annual­
izing salaries of employees added in 1961 for petro leum and  gas, and  some in­
crease for radiolog ical defense training of Int erior employees and  expenses of In­
ter ior personnel involved  in mobilization act ivi ties  in th e different OCDM regions .

The plans being developed and  impleme nted  in the fields cited above  are de­
signed to develop a sta te of readiness to meet  the  condi tions of any nat ional 
emergency, includ ing direc t att ack on the  United  States. With  the except ion of 
planning for the  cont inua tion  of the  essen tial funct ions of the  Depar tment , and 
coordinat ing electric power planning  with  other Federal power agencies, all pro­
grams are carried on thro ugh  the voluntary  cooperation of p rivate  industry.

In brief, the  d ifferent programs of the  De partm ent are as follows:

O FF IC E  OF T H E  SEC R ET A R Y

The reques t for the  Office of the  Secretary  is $46,000 which is an increase of 
$20,000. This  requ est consists of $19,000 for  con tinuing the De partm en t’s repre­
sen tation at  the  Nation al Resources Evaluatio n Cente r, $10,000 for radiolog ical 
defense t rainin g ,and  $17,000 for expenses of Interio r-paid  mobilization  personne l. 
The represe ntat ion at  the  Nat ional Resource Eva lua tion  Center is a contin uing 
function and no increase  is requested.

Regarding the  radiological defense tr aining, the  D epa rtm ent  has been requested 
by the  Office of Civil an d Defense Mobi lization to man 325 stat ion s of th e Fed era l 
Fixed Sta tion Monitoring  Network. The  sum requested  is to pay  the  t rave ling, 
and  other expenses of approximately  80 employees  to  locations where the y can 
receive training .

It  has been necessary to designate an Int eri or employee with in each OCDM 
region to coordinate Inte rio r mobil ization activities within th at  region. This 
involves considerable travel  in atte ndanc e at  meetings,  communications, and 
preparatio n of reports  which are rela ted  specifically to OCDM activitie s and  
$17,000 is r equeste d to cover these  expenses.

E L E C T R IC  P O W E R

An increase of $30,000 is requested  for electric power ac tivi ties  over th e $21,000 
available for 1961. At the  present time electr ic power functions  in the  Washing­
ton  office are carri ed on by regular departmenta l personnel  who spend pa rt of the ir 
time  in mobilization activ ities . In add ition, one full-t ime engineer is cur ren tly  
employed and  paid  from funds transferre d from OCDM.

The Office of Civil and Defense Mobilization has deleg ated to the  De partm ent 
of the  Interior responsibil ity for preparedness  measures in the  field of electr ic 
power. Plan s must be developed, and  action s which can be c arried on now must 
be taken, for prompt resto ration of elec tric power service as soon a s possible af te r
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an atta ck.  To carry  this out, Inte rior  has estab lished a Defense Electric Power 
Administrat ion, on a  st and by basis, which will be  ac tivate d as conditions warrant 
during a nationa l emergency. The main operating pa rt of th is stan dby  adminis­
tra tio n is th e field organizat ion consisting of 16 pow'er area s throughout the Uni ted 
States. Each power area is headed by a Direc tor, with  alte rnates, to insure con­
tinuous direction. These are employed by the  Depar tment  on a without-com- 
pensa tion basis and devote pa rt of thei r time  to mobilization planning withou t 
cost to the  Federal Government except for secu rity  clearances . At the  present 
time  Inte rior  has approximately  40 WOC employees who devote pa rt of the ir 
time to  electric power mobi lization activiti es. Mobilization planning is necessary 
also on regional and  Sta te levels, special power stud ies are required , and  it is 
necessary to train ind ust ry personnel in radiolog ical monitoring.  The  organ ­
ization, coordinating and training required of the  Wash ington  personnel is more 
tha n can be provided by  the curre nt sta ff an d th e increase will pe rmit the addit ion 
of one professional engineer with  a stenographer, and  some increase  in funds for 
travel  and othe r expenses.

O FF IC E  OF  O IL  AND GA S

The funds requested in the  amount of $114,000 will perm it the  Office of Oil 
and  Gas to contin ue the  program for the  app oin tment  of indiv iduals  to the 
Petroleum and  Gas Nation al Defense Exec utive  Reserve; review and upd ate  the 
special long-range petroleum study; and  cooperate with Sta te and local civil 
defense agencies in the development and  tes ting of emergency operation al plans 
for petroleum and  gas. Reservists  are assigned to the  nationa l headqu arte rs or 
one of the  OCDM regional  offices for orie ntat ion training . They are kept in­
formed of Government actions effecting mobil ization planning in general and 
receive specific information  concerning petroleum and  gas emergency operational 
plans. They  partic ipa te in OCDM exercises at  local, Sta te, and regional levels 
and serve in liaison capacity  between the ir 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 expec t to appoint approxi ­
mate ly 50 more in the  fiscal yea r 1962.

A special long-range petroleum study pertaining to the U.S. requi rements and 
the  capabil ity 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 supply da ta brought up to date  if the usefulness of this stud y 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  local civil defense officials regarding the integ ration of petroleum and 
gas in the ir emergency plans; work closely with  indu stry  to assure operat ions 
continuity in emergencies; and main tain close con tact  with members of the  
Petroleum and Gas Execu tive Reserve so as to  keep them  informed regarding 
mobilization concepts they would need to know if called to duty during  a natio nal 
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 carry out  these programs. Four of these OCDM regional offices have  
been staffed and one more is in process.

O FFIC E OF M IN ER A LS M OBIL IZ A TIO N

The Office of Minerals  Mobilization is the  OCDM delegate agency for metals,  
minerals, and solid fuels. It  is responsible, by delegation to the  Secretary of the 
Inte rior , for assuring th at  in a defense emergency ther e w ill be adequ ate supplies 
of metals, minerals , and solid fuels to meet all mi litary and  essential civilian needs. 
It  develops preparedness measures  and objectives for the Government as a  whole. 
I t is also responsible  for planning and direct ing civil defense activi ties for solid 
fuels.

To carry  out  these responsibilities, the Office is requesting  $283,000 for fiscal 
year  1962. This  is no increase over the 1961 es timate.

The  Office of Minerals Mobilization carries out  its responsibilit ies under broad  
policy guidance from the  Office of Civil an d Defense Mobilization and the  Secre­
ta ry  of the Inte rior . It  has five principal areas of responsibility:
Mobilization supply

(1) In mobilization supply it evaluates the extent to which the  domestic 
minerals, metals , and  solid fuels industr ies, imports, and the  Government’s stocks 
will be able to meet a nticipated essentia l civilian and mili tary  requirem ents under
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mobilization conditions. These evaluations serve as the main bases for periodic 
or special recommendations to the  Secretary of the  Inte rior  and to the  Office of 
Civil and  Defense Mobilization on such ma tte rs as Government assistance , 
exploration or procurem ent programs, suppor t of the domestic productio n com­
pone nt of the  mobilizat ion base, and  managem ent and  maintenance  of Govern­
ment stocks.
Continuity of industry

(2) In  provid ing for con tinu ity of indust ria l prod uctio n unde r emergency 
conditions, the Office has developed, and keeps curr ent,  stan dby  orders and 
regulat ions, prepares  programs to co into effect in an emergency, provides detai led 
da ta and evaluatio ns for use of OCDM in resources evaluation,  prepares produc t 
and facili ty ratings, and assists  indust ry in providing con tinuity of its production . 
It  also parti cipates in radiological monito ring tra ining courses.
Continuity of Government

(3) In  providing for cont inuity of Government in event of an emergency; the  
Office par ticipates in tes t alerts,  maintain s a reloca tion cente r in readiness, and  
recru its and tra ins  a n executive reserve from the  key segments of ind ustry.
Solid fuels emergency plan

(4) The  Office p lans and  directs  Federal activities designed to procure, store, 
tra nspo rt and dis tribute  adeq uate  supplies of solid fuels to attack ed areas and  
reception centers, cons isten t with the  national emergency fuel program.
Technical assistance

(5) It  advises a nd gives ass istance  to  o ther offices and agencies in p lanning and 
implementing programs for protecting and  assisting the  metals, mineral s, and 
solid fuels industries.

B U R E A U  OF  COM M ER CIA L F IS H E R IE S

The Bureau of Commercial  Fisheries has responsibilities to main tain the catch  
and production of fishery food and manufac tured fishery p roducts in t he  event of 
a national emergency under a redelegation of autho rity  from the  Depar tme nt of 
Agriculture.

Planning is required for organization of the  Bureau ’s field personnel with  
reference to the ir assigned emergency functions, the review and upd atin g of 
instructio ns rela tive  to emergency operations, coordination of regional requests 
pertainin g to defense problems and continuous cooperation with  Federa l, State, 
and industry organ izatio ns. Extensive trav el will be necessary to permit  con­
tac ts with  members of the  fishery industry at  the  top  company  level and to 
maintain close contact  wi th leaders of fishermen’s associations and unions in order 
to develop basic uniformity in defense planning and  to keep them acqu ainted 
with  changes in defense plans  for making full use of the  fishery resources in an 
emergency.

Othe r activ ities  will include the compila tion, placement , and dist ribu tion  of 
essential stat isti cal  information; the  coord inated development of plans for vessel 
dep artu re from ports  in an emergency; fleet tac tics and  guidance for vessels at  
sea; the  cooperative  adoption of proved pro tect ive measures against fallout; de­
contaminat ion procedures as related to vessels, gear, facilities, catches and  prod­
ucts : and  other emergency measures which require the  coopera tion of the  com­
mercial fishing indust ry.

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

IN TE RS TA TE  CO MM ERCE COMM ISSION

In the  Report of October 10, 1959, by the  Special Subcommittee of th e House 
Armed Service Committee, inquir ing into  the  “Adequacy of Tra nsporta tion  
Systems in Support of the  National Defense Effor t in Event  of Mobilization,” 
it was suggested th at  Government bodies should do more to  prepare th e t ran spo r­
tati on industry to suppor t the  defense of the  coun try. The Jan uar y 3, 1961, 
“R epor t Prepared  for the  (Senate) Committee on In ter sta te and Foreign Com­
merce” by the  Special Study Group on Tra nsp ortation Policies in the  United 
States, in referring to transp ortation actions necessary in case of a “sneak” 
attack , sta ted :
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“I t is essential that  our transportatio n losses in th at  fi rst att ack be minimized. 
It  is also essential th at  what is left be shif ted immediate ly to the  grim task at  
hand  with a minimum of delay and confusion. To do eithe r requires thoro ugh 
prior planning, peace time testing,  and continuing refinement of plans and  the  
implemen tation thereof. * * *”

The Independent Offices Appropriation bill for t he  fiscal y ear 1962, H.R . 7445, 
recent ly passed by the  House, includes under the  heading  “Civil Defense and  
Defense Mobilization Func tions of Federal Agencies” $70,000 to f inance domestic  
surface transportatio n mobilization funct ions delegated or assigned to the  In te r­
sta te Commerce Commission. These responsibili ties are concerned with  the 
imp orta nt railroad, moto r carrier, and inlan d water carrier industries. The 
OCDM appropria tion request for fiscal year  1962 includes $175,000 for the  Com ­
mission to  perform these functions.

In the  Commission’s appropr iation bill for fiscal year 1959, the  Congress did 
not approve funds requested  for carry ing out defense mobilization funct ions. 
Accordingly, the  Commission suspended its mobilization activities and , during 
the fiscal years 1959 and  1960, engaged in no mobil ization activitie s other than  
certa in specific projects  for OCDM on a reim bursement basis. For fiscal year
1961, the appropriat ion for OCDM provided $70,000 for limited bu t progressive 
restorat ion of mobilizat ion activi ties by the Commission.

The Commission’s responsibility  was broa dened by OCDM Emergency  Pre­
paredness Order No. 15 of Jan uary 19, 1961, with  re spect to  coordination  of Sta te 
and local plans re lating to domestic su rface  transp ort ation  and  its operation u nder 
emergency conditions . It  further  assigns to the  Commission the  responsibili ty 
to supervise or conduct research in areas directly concerned with  carry ing out 
emergency prepa redness responsib ilities in domestic surface transp ortation.

With the $175,000 requested  in the  OCDM appropriat ion for the  fiscal year
1962, the Commission proposes to engage in mobi lization projects concerned with  
assembling mobilization requirements for transp ort ation  service; determin ing the  
capa bility of the transpo rt systems to mee t such requirements ; allocat ion of 
available transp ort ation  capabili ty; serving as claiman t for transp ortation man ­
power, fuel, materials , equipment , supplies and  services; administering prio rity  
systems for the  m ovem ent of cargoes and passengers ; arranging for self- initia ting 
orders and emergency opera tions ; emergency restora tion  and  rehabi lita tion  of 
equipment , facilities, and  so forth; transp ort ation  facilities protection;  damage  
assessment; maintaining an d tra ining the ICC un it of the National  Defense Execu­
tive Reserve ; and  assisting in the  developm ent of Sta te and  local emergency 
transp ortation procedures; $175,000 is the minimum  amount requ ired to ad­
vance the  nonmili tary  readiness  of the  transpo rta tio n industry assigned to the  
Commission. The  amoun t requested is based  on an auste re level of performing 
such functions.

The Commission has the  expertise to assis t in readying the  transp ort ation  
industry for emergency efforts, and  provision of these funds would make  it pos­
sible to  do so economically .

D E PA R T M E N T  O F LA BO R

St a t e m e n t  o f  H ar ry  W e is s , M o b il iz a tio n  C o ordin ator

Mr. Chai rman , the Depar tme nt of L abo r’s emergency p lanning respons ibilities 
may be grouped under three headings : manpower ; wage and salary stab ilization; 
and economic da ta  in sup port of policy and opera tions .

The assignments given to the  Depar tment  by the  Execu tive Office of the  
Pres iden t and inheren t in our regula r responsibili ties are imp ortant  in the  over­
all planning of civil and defense mobilization measures. Manpower obviously 
is a common ingredient of all othe r emergency planning . It  is our responsib ility 
to  see tha t adequa te manpower plans  exist which will facil itate  the  carrying out  
of emergency tasks assigned to other agencies. Manpower, unlike other re­
sources, cannot be  stockpiled . But plans  for the  effective utilization  of manpower 
can be prepared in advan ce and prepositioned at  all levels of governmen t so tha t 
we can operate more efficiently in the  event of a catas trop he, thu s insuring a  be tte r 
chance of survival and a more r apid  recovery .

Similarly, the  De partm ent’s wage and salary  stabil izat ion p rogram is an essen­
tia l ingredient of a  general economic s tabi liza tion  program  which is certain to be 
needed in the  e ven t of an att ack on this  country .

Finally, the Depar tment  has the  responsib ility,  in cooperation with other  organi­
zations, for a rap id evaluation of our surv iving resources  and for developing 
essentia l da ta required to guide policy and  operations in the  posta ttack  period.
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Within the  past year, the  De partm ent has made sub sta nti al progress toward 
the  completion of our  majo r p lann ing assignments. But much more needs to be 
done. The program plan for the fiscal y ear ’962 will move us sub stantially  f ur ­
ther  on the  way toward our goal.

As was tru e last year, $588,000, or nearly half of the  $1,275,000 requested  for 
fiscal 1962, would go to Sta te employment secu rity agencies to develop the  
work of th e S tat e Defense Manpower Readiness Un its esta blished in each Sta te for 
planning operations at  the  Sta te and  local level, where the bulk of the  manpower  
management job must  be done. Another $112,450 is needed to cover  th e costs of 
personnel assigned to the  De partm ent’s regional offices, prim arily to assist these 
Sta te agencies in developing and  improving th eir Sta te and  local plans. Thus, a 
to ta l of $700,450 will be directed primarily to Sta te and  local emergency planning.

Of the remain ing $575,000, $161,300 is required to cover the cost of manpower 
plans  and  program s prepared  in the  nat ional office for use a t all levels of govern­
men t, $89,200 is for wage and  sala ry stab iliza tion plann ing, and  $150,650 is for 
the development of economic da ta  to sup port policy and operations.

The  record will clearly show th at  the  Depar tment  of Labor has not  had  fund3 
avail able  from its regular budget for its assigned tasks in planning for an emer­
gency, and  has, in fact  been admonished by our regular committee aga inst  any  
use of regular funds for this  purpose. The money for this act ivi ty has had to 
come from OCDM or its predecessor agencies. Although we received a nominal 
sum from FCD A in 1957, it was not unt il fiscal year  1960 tha t the De partm ent 
received sufficient funds to init iate a broad program. We are now in  the second 
year of the  intensive development of this act ivity. We have much to show for 
thi s year  an d a half of p lann ing bu t much more remains  to  be done.

Our Sta te employment security organizations have  had considerable experience 
in adminis tering manpower programs in a limited war. Pa st wars, for tunate ly, 
did  no t involve atta cks  on thi s country  with devastin g damage to our indust rial  
facili ties and  tremendous casua lties among  our popu lation. Nor  did the  pa st 
wars result  in evacuatio n of millions from the ir homes and  the ir workplaces to 
comm unities a t a  sub stan tial  distance.  The  fundam enta l problem which  we must 
face is to develop a manpower organizat ion and  a manpower program  which 
will be able to opera te with a reasonable degree of efficiency in such a posta ttack  
environm ent. This is something  our country  has never before faced.

In order to  develop feasible plans  a t each Sta te and  local level, the  Depar tment  
has establish ed small defense readiness planning  u nits  in each  Sta te employm ent 
security agency. With  over 50 such agencies, it is obvious th at  the  amount of 
fund s which can be allocated to each agency is ve ry small. The  Depar tment  has 
recently issued a comprehensive manua l, called the Defense Readiness Handbook, 
to  guide these  Sta te agencies in the development of th eir  plans to mee t an emer­
gency involving  an att ack on thi s country . In  order  to insure th at  all agencies 
involved  in posta ttack act ivi ty und ers tand the  manpower assignments and  pro­
grams of the Federal Government, the  Depar tme nt of Labor , and  the Sta te em­
ployment security agencies partic ipa ted  in a series of regiona l manpower con­
ferences designed to explain to all concerned the manpower responsibiliti es of the 
var ious agencies of the Federal Government, including the  De partm ent of L abor 
an d of the Sta te employment secu rity  organizations. In  almost all of the Sta tes 
these regional conferences have  now been followed u p with  Sta te and  local area 
conferences to carry  thi s und ers tanding thro ugh  to all gove rnmenta l officials 
in  the  local communities.

The  next  major step of the  Sta te employment security agencies was to expand 
th e manpower  annexes to the ir Sta te survival plans  based  on the  guidance fur ­
nished by the national  office. These annexes con stit ute  the basic outl ine of the  
manpow er plan of the  Sta te and are essential prereq uisites to fur the r planning 
by the Sta te agencies and  by their  local employment offices.

These expanded annexes have  now been completed in draf t or final form by a 
ma jor ity  of the  States and work is well underwa y tow ard  comple tion in the  re­
maining State s. We look forward to the  comple tion of these manpower annexes 
in a ll S tate s by the  end of this  fiscal year, or a t the  lat est , e arly in fiscal year 1962. 
These annexes may be described as blueprin ts to guide State  manpower  officials 
in rapidly  instal ling and operating the  dras tic changes in manpower  measures 
th at  would be needed in an emergency. During the  fiscal year 1962, the  Sta te 
defense readiness units  will supp lement these  manpower  annexes with specific 
guidelines geared  to develop posta ttack  survival plans  of the  individual employ­
ment offices within the ir 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  objec tive, it is necessary to prepare specific emer-
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gency operating  procedures for the local employm ent offices. These ope rating 
procedures will cover,  in deta il, such ac tivit ies as recru iting and referring workers, 
operating  manpower contro ls, emergency unemployment benefit opera tions , and  
estim ating  and reporting  on the number and  characte risti cs of surviving workers 
in each community.

One of the  most critica l problems in the  posta tta ck  period is to find skilled 
manpower to handle  u rgen t reconstruction tasks such as t he  restor ation of power­
plan ts, powerlines, railroads, highways, and  bridges damaged as the  resu lt of 
attack . It  seems essentia l th at  skilled workers be recruited in advance of an 
emergency and  trained  to carry  out  these  urgent jobs on a task  force basis. 
During the pas t year we have successfully ini tia ted  two pilot  projects along this 
line. In the  Allentown area of Pennsylvan ia, labo r and management members 
of the indu stry  have agreed to work with  the  local civil defense author ities on 
certa in preassigned task s with  preassigned equipment.  After some advance 
train ing, these task forces will be able to proceed wi tho ut any  loss of tiipe  to 
respond to disas ter in nearby areas where construction  work is a compelling  
pos tatt ack  need. In  Kalamazoo, Mich., we are exper imenting with  a pilo t 
project involving all of the skills requ ired for the immediate posta tta ck  
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 can be used by local authorit ies to estab lish 
such task  forces through out  the country.

In order to meet critical posta ttack manpower  needs it seems clear t ha t we are  
going to  have to draw  upon millions of individual s who are not  now in the  labor  
force, pa rticu larly women who are  not working in the  p rea ttack period. In order  
to proceed effectively we need to know th at  kinds of skills these  women have,  
whether they would be willing to und ertake civil defense assignments, and the 
conditions unde r which the y would be able to work in the posta ttack period. 
In order to try  ou t a procedure for developing this inform ation  we have esta b­
lished pilo t projects  in Sonoma County, Calif., and Thomasvi lle, Ga. On the 
basis of a few more pilot  projects, we plan  to develop a manual for the  use of 
local civil defense author ities to determine the  a vail abil ity of skills of ind ividuals 
not  now in the  labor force and how these indiv iduals  m ay be organized in adv anc e 
of an emergency to meet ser ious pos tatt ack  problems.

There  are many othe r 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 activit ies in which the y are urgently needed and  o ut of 
activit ies in which such need is only minimal. Manpower controls of the type 
used in World War II  may be entirely inadequate  in an emergency involving an 
atta ck on this country.

We need to develop techniques for effective emergency regist ration  of manpower 
if such should prove to be necessary in some local communities—for get ting at  th e 
post attack masses of dislocated people and identifying thei r skills.

We need to develop methods and procedures for tran slat ing  program urgencies 
into manpower priorit ies at  the opera ting level.

We need to develop a plan for requiring personal services in an emergency in 
the  event th at  volu ntary manpower measures should  prove to be inadequate .

We need to develop plans for the  application of sanct ions for noncompliance 
with manpower control measures, whether  under a volu ntary system or a com­
pulsory system.

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

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

We also need to develop training mate rials  for use by the  States in preparing 
the ir personnel on the  firing line—in the  local employment offices—to swing 
without  inte rrup tion  into the kind of emergency operations  for which there is no 
precedent or experience in thei r history.

Finally, we need to develop a plan for provid ing dea th and disability benefits 
for authorized civil defense workers and  a plan  for adju sting our regular unem­
ploym ent insurance system to meet the  problems of a  pos tatt ack  world.

In the  field of wage and  salary  s tabil ization we have to be prepared to admin­
ister an interim wage and  salary stabiliza tion program on a completely decen­
tralized basis. This  involves not only the  development and prepos itioning of 
regulat ions and  inst ruct ions  in every field uni t of t he  Dep artm ent,  but  also the  
train ing of the field force to be assigned this  task .
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In the  s tati stical area, the  Department has been cooperating with the  OCDM 
by providing the Natio nal Resources Eva luat ion Center with manpower in forma­
tion  which th at  center needs in special studies of vulne rabil ity and effects of 
various att ack  pa tte rns  on the United State s. The  same techniques would be 
used  in making the first rough estima tes of our surviving  manpower resources. 
The  Dep artm ent  has alrea dy placed in th at  center labor  force data, including 
deta ils on 50 key occupat ions, for each of the standard  metropol itan areas and for 
each State. This work must be continued to  cover all of the  essential mobiliza tion 
occupations , carefully pinpointed on a geographical basis. Further,  the  avail­
abil ity of the 1960 census of population requires th at  work already done be 
properly  u pdated.

There  is an urgent need for improving the manpower resource and requi rements 
da ta  available to NREC for some of the special studies being undertaken  by it 
and  by the  Depar tment  of Defense. Within the pas t month the  Depar tment  of 
Defense has asked the  Depar tme nt of Labor to assist in one of its special studies 
involving  the  estim ation  of manpower requi rements and produc tivi ty in the 
pos tat tack environment. These are areas of study wrhich the  Depar tment  
ini tiat ed las t year on a very minor scale. We have made some littl e progress in 
ident ifying  the factors affecting manpower produc tivi ty in a pos tat tack environ­
men t. More needs to be done. It  is essential th at  this  analysis be continued in 
orde r that  the Depar tme nt may be able to provide OCDM, NREC and  the 
Depar tme nt of Defense with qua nti tat ive  estim ates of pos tat tack efficiency loss 
caused by such factors  as shortages of food, housing  and  transporta tion , and  the  
effects of radiat ion following a massive a ttac k.

These are the  principal emergency responsibilities which we have  been carry ing 
ou t with the funds made available to us by O CDM. The funds we are reques ting 
for fiscal year 1962 are essential for the  tran sla tion of national plans to Sta te 
and local levels where the  emergency must be m et in the  fir st i nstance and also to  
deal with certa in facets of our program for which we have  not  had  financial 
capa bility up to the present time.

R eim b u r se m e n t s  to  A g en c ie s

Mr. Ellis. I might mention they are the U.S. Department of Agri­
culture, U.S. Departmen t of Commerce, th e-----

Senator Magnuson. Now, Mr. Ellis, these are the amounts which 
are repaid  to the other agencies for services rendered to your D epart­
ment----- -

Mr. Ellis. Yes, sir.
Senator Magnuson. On projects that have been recommended by 

your Department, and which these agencies are peculiarly fitted to 
carry out?

Mr. Ellis. Correct, sir. Tha t is correct.
EAA is another, the Depar tment  of Health, Education,  and 

Welfare-----
Senator Magnuson. How many do you have, eight?
Mr. Ellis. Yes, sir, a total of eight sta tements .
Senator Magnuson. All right, we will put  them all in the record.
Mr. Ellis. Housing and Home Finance Agency, Departmen t of 

Interior----- -
Senator Magnuson. And we will go into those a little later  and 

ask some questions about what they are doing.
Mr. Ellis. Yes, sir.
Department of Labor—I wish to point out for the record there are 

four delegate agencies tha t 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 M agnuson. But you will cover those?
Mr. Ellis. We cover that, yes, sir. They relate to the one item, 

tha t is the National Resources Evalua tion Center, and those amounts 
are very small.



28 INDE PENDEN T OFFICES APPROPRIATIONS,  19 62

Senator Magnuson. All right.
Mr. Ellis. I will proceed with the stat ement , sir.

N ew  Y or k H er a ld  T r ib u n e  Ar tic l e

I do not wish to be out of order but  may I call to the committee’s 
attention something tha t 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 permi tted to read it, sir?

Senator M agnuson. All right, go right ahead.
Mr. Ellis. This appears in this morning’s New York Herald 

Tribune. Mr. Drummond states:
Isn ’t it abou t time th at  we th rew off the  apath y, indifference and  skept icism 

which have marked our whole approac h to civil defense?
As the  consequences of nuclear war have become more devasta ting , our  a tt i­

tud e toward self-protec tion has become more hopeless. There  has been confu­
sion in planning, frustra tion  ih knowing where to begin and a kind of helpless 
fatal ism that  noth ing prac tica l could be done. Civil defense p lans have usual ly 
been so puny as to  be futile, or so grandiose as to  be unreal istic.  And y ear afte r 
year Congress has cu t 75 percent from the  l ittl e w hich has  been asked for th e evil 
defense b udget.

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.

Pres ident Kennedy  seems de termined not  to let mat ters  dri ft any longer.
He knows t hat  the  safety of millions of American lives can be secured  against 

nucle ar war. And Mr. Kennedy knows tha t nothing he learned from K hrushchev 
at  Vienna assures  a gain st a Soviet misca lculat ion.

Mr. Ellis has persuaded the Pres iden t to go to  ba t with Congress to approve a 
meaningful civil defense program. If the  American people showr th at  the y do 
not  inte nd to accept 20 to 40 miljion unnecessa ry casualties among the  civilian 
popu lation, the y should  be able to persuade  Congress th at  the  time has come to 
stop  pennypinch ing with human lives.

Before presentin g a lengthy column with  severa l tangible and practic al steps 
w hich can he taken,  I want to discuss—and disca rd—the pernicious theory  th at  
effective civil defense is undesirab le because  it is “provocativ e.”

This intole rable and, I believe, senseless view is advanced by some high ad­
visers in the adminis trat ion in these  words : “T he theory  of th e invulnera ble de­
ter rent works only if populations are vulnerable and forces (mili tary)  are in­
vulnerab le.” The proposition is th at  if either the  United States or the Soviet 
Union undertakes effective civil defense, thi s would in itsel f be evidence th at  th e 
side which did so was going to at tack  the oth er—and, therefore civil defense 
would provoke att ack.

Under thi s theory  we m ust delibera tely plan  to  throw  away the  lives of 20 to 
40 million Americans or more, in ord er to  give assurance to  the  Soviets th at  we are 
not  preparing to att ack them. The hope would be th at  this  generosity would 
persuade them not to att ack us.

For purpose of argument, let us acce pt—and I do not believe it—tha t effective 
civil defense might  be deemed by some in the  Kremlin as “provocative.”  I do 
not  think th at  this  plan is an ade qua te reason for making millions of American 
civilians helpless hostages t hrough nucle ar at tack .

Effective civil defense is desirable and  urge nt even if i t does annoy the  Soviet 
Union.

Furtherm ore,  if there is any sense in t he  idea t ha t civil defense m ust be sacrificed 
because it  is “ provocative,” th is argument is destroyed by the fac t th at  the Soviets 
are already undertaking  substan tial  civil defense measures. There is evidence 
th at  some 50 million of the Soviet populat ion have alrea dy been trai ned  in civil 
defense requirements. By the size of inv estm ent  in civil defense equipment, it  is 
clear th at  the  Soviet Union has for a number of years, and is now, engaged in an 
extensive civil defense program. Fal lout shelters for many  millions of Russians 
are already available and they  are manda tory in the construction of every new 
apartme nt building throughout the  Soviet Union.

It  is time wTe did something ourselves.
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Senator Magnuson. We will place th at in the record. 
Now will you proceed with your statement.
Mr. E llis. Yes, sir.

G e n er a l  Sta t e m e n t  •

I appreciate this oppor tunity to appear before this committee to> 
discuss the national  programs for nonmili tary defense. This hearing 
is particularly timely, coming as i t 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 tha t civil defense efforts to date have been completely 
inadequate and leave a shocking gap in our tota l national defense. 
As indicated by the President, this administra tion plans to meet 
this problem head on. Proposals will be submitted for the specific 
actions necessary to eliminate this vulnerable link in the nationa l 
defense posture.

S O V IE T C IV IL  D E F E N SE  E X P E N D IT U R E S

The many intelligence studies and reports  available for our review 
are unanimous in their conclusions tha t the civil defense expenditures 
of the Soviets outstr ip 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 reta liation 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 las t 
15 years has been stunning and bewildering. Many of us have not 
kept  abreas t of the awesome, devasting potentia l 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 tha t this, 
problem would not  exist today.

E L E M E N T S  V IT A L TO  AM ERIC AN IN V U L N E R A B IL IT Y

We still have time to prepare ourselves, bu t we cannot afford to lose 
another moment. Three vita l elements are essential to make America 
invulnerable to a ttack:

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—tha t is to say tha t 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 tha t a strong civil defense and 
mobilization program is indispensable to national preparedness. This 
cannot  be a ttained cheaply and certainly canno t be a ttained with a 
Federal effort at  past minimum levels. The President  expressed this 
harsh inescapable conclusion to Congress las t month in his speech to 
which I have referred. I quote-----

P r e s id e n t ’s Sta t e m e n t

Senator Magnuson. We have heard that. We will put tha t in the 
record in full.

(The portion of the statement  referred to follows:)
One major element of the nation al secu rity  program which this  Nat ion has 

never square ly faced up to is civil defense. This  problem arises not  from present 
trends bu t from natio nal inaction in which most  of us have par ticipated.  In the  
pas t decade  we have in termi ttently considered  a var iety  of programs, bu t we have  
never adopted  a consisten t policy. Public considerations have been largely 
charac terized by apathy,  indifference, and skept icism, while a t the same tim e many 
of the  civil defense plans have been so fa r reaching and  unrealistic th at  t hey  have  
not gained essent ial support.

This administ ration has been looking hard at  exactly what civil defense can and  
cann ot do. It  c anno t be  ob tained cheaply . It  cannot give an a ssurance of b las t 
protection that  will be proof against surpr ise att ack or guaranteed aga inst obso­
lescence or des truction. And it cannot deter a nuclear atta ck.

We will d eter  an enemy from making a nuclear att ack only if our ret aliato ry 
power is so st rong  and so invulnerable  th at  he knows he would be dest royed by 
our response. If we have that  strength , civil defense is not  needed  to deter an 
atta ck.  If we should ever lack it, civil defense would not  be an ade qua te sub­
stitute .

But  this deterre nt concep t—
and goes on with the President’s s tatemen t generally, the history  of 
this planet, and particularly the history of the 20th century—and 
tha t is all a part  of the  President’s basic sta te of the Union message.

Once the  validity  of this concept is recognized, there is no point in delaying 
the initi ation of a nationwide  long-range program of identi fying  present fallout 
shelte r capacity and  provid ing shel ter in new and existing structures . Such 
a program would pro tec t millions of people aga inst  the hazards of radioac tive 
fallout  in the  event of a large-scale nucle ar att ack. Effective  performance of 
the entir e program not  only required new legislat ive autho rity  and  more funds  
but  also sound organization al 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 d< ne. And this is 
the principal mat ter tha t 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. Tha t will come later.

ID E N T IF Y IN G  AN D M A R K IN G  S H E L T E R  A REA S

We consider it of very critical importance because our pilot studies 
indicate tha t 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 tha t a Soviet 
attack upon this country, if it ever came, would be an attack upon
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targe t sites with limited thermonuclear warfare capability , we feel 
today  tha t 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 separa tely to the  Congress when the Pres ident documents 
his specific recommendations to the Congress on tha t ma tter.

Senator Magnuson. But you state  to the committee t ha t tha t p ar­
ticular program is no t now included in these particula r items?

Mr. Ellis. That is correct, sir.
Senator Magnuson. All right.
Senator Ellender. What will be your functions, Mr. Ellis, if tha t 

transfer is made?
Mr. Ellis. Jus t what we have, I  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 E llender. You think the military  can do tha t bette r than  
the civilians?

Mr. Ellis. I think they can.
Senator Ellender. I do not think so.
Mr. Ellis. Well, Senator, I am par t of the executive arm of the 

Government and----- -
Senator Ellender. I am just expressing my opinion. I have had 

a lot of experience with  the armed services.
Mr. Ellis. Yes, sir.
Senator Ellender. I just disagree there.
Mr. Ellis. Yes, sir.
Senator Ellender. I was surprised when the President moved to 

transfer it to the military. They have too much to handle now in 
my humble judgment.

F unc ti on  o f OCDM

Mr. Ellis. Well, Senator, I would like if I might, with the chair­
man’s permission, to point out tha t the office of OCDM, under its 
new name, will be a very closely kn it 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 tha t is the function tha t we 
feel best able to adequately perform. But  we know tha t we do need 
this marking and upgrading, and the President recognizes the neces­
sity for it in th is country today.

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

Mr. Ellis. Yes.
Sa la r ie s  an d  E x pe n s e s

First, “Salaries and expenses.” We urge full restora tion of the  
$5.5 million reduction. The House made this reduction-----

71036— 61------3
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LIMI TA TION  OF PO SITI ON S IN  WAS HI NG TO N

Senator Magnuson. 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. Ellis. Yes, sir.
Senator Magnuson. So you sta rt on page 7 of your statement. 

You have it in full there. Salaries and expenses.
Mr. Ellis. 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 M agnuson. Is tha t the item you want to talk about  in 
executive session?

Mr. Ellis. I would like to go off the record in discussing this item.
Senator M agnuson. All right, but read your statement first.

E FFE C T  OF H O U SE  ACTIO N

Mr. Ellis. First, “Salaries and expenses.” We urge full r estora­
tion of the $5.5 million reduction of the House committee and recom­
mend tha t 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 par t 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 Educat ion 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 lette r subm itted to you, sir, which 
amplifies each particular item which we mention there. Would it  be 
appropriate now——

Senator M agnuson. Finish your s tatem ent there.
EM PL O Y M E N T  IN  THE W A SH IN G T O N , D .C .,  A REA

Mr. E llis. The action of the House committee in inserting appro­
priation language placing an arbit rary 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 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 realinement he determines to be necessary for 
the best interests of the Nation.
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Senator Magnuson. All right, that  is the item of “ Salaries and 
expenses.” The reduction of the House is $5,500,000.

Mr. E llis. Yes, sir.
Senator Magnuson. On the whole, total item. Now is this the 

matter  you would like to discuss with us in executive session?
Mr. E llis. Well, sir, I could. However, sir, this is not the matter.  

I wanted to make another statement in executive session.
Senator Magnuson. All right. Le t’s stick right  with this item. 

How many people are employed in your shop in Washington, D.C., 
now?

Mr. E llis. 344 a t the present time.
Senator Magnuson. 344?
Mr. E llis. Yes, sir.
Senator Magnuson. What would the percentage be of your total 

employment?
Mr. E llis. Well, the total  employment is 1,644. The ratio is 344 

compared to 1,644, sir. That is a l ittle  over one-fifth.
Senator Magnuson. So tha t one-fifth of your people are employed 

in Washington, D.C.?
Mr. Ellis. Yes, sir.

B at tl e C r e e k  P er so n n el

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

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

Senator Magnuson. Then how many are in Battle  Creek?
Mr. Ellis. 652, sir.
Senator Magnuson. So the spread is about one-fifth here and 

two-fifths in Battle  Creek-----
Mr. Ellis. Right, sir.
Senator Magnuson. And J am speaking generally, the rest are 

spread around the country?
Mr. Ellis. Yes. About two-fifths in the field, sir, in the various 

regions and other field activities.
Senator Ellender. Are all of those people fully paid by OCDM?
Mr. Ellis. Yes, sir.
Senator Ellender. No p art payment?
Mr. Ellis. We do have partic ipating personnel in the Public Law 

85-606 program of matching funds, but  tha t does not come into this 
area at all, sir. That  was allowed in full by the House.

Senator Magnuson. Now these are people whom you pay directly?
Mr. Ellis. Yes, sir; we do.

D eleg ate  A g en cy  P er so n n e l

Senator  Magnuson. Now, how many people are employed through­
out the Governmen t; and you are paying their salaries in various 
departments?

Mr. Ellis. These agency repor ts that  have been submitted to this 
committee indicate just what their functions are, but in terms r 
prices-----

Senator Magnuson. Does anyone have the number?
Mr. Quindlen. 364, Senator, for 1961, and a proposed 518 in 19 2̂.
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Senator Magnuson. These would be in the other departm ents of 
Government and you must reimburse these departments for jobs 
tha t have been assigned by OCDM.

Mr. Quindlen. Yes, sir.
Senator M agnuson. So actually you have 600 people working 

down here, 600 plus.
Mr. Ellis. Except the other depar tments do not necessarily 

employ these people here in the Washington area.
Senator M agnuson. There is no breakdown on that?
Mr. E llis. I do not think we have it, but a breakdown can be p ut 

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

record.
Mr. Ellis. Yes, sir.
(The information referred to follows:)

Civil defense and  defense mobi lizat ion fun cti on s of Federal agencies number of 
permanen t posi tions

Washington, Field 
D.C . (de- activ ities

par tmental)
Total

Agriculture....... ............................ .........
Commerce....... . . .............- __________
Federa l Aviation  Agency - -___ _____
Federa l Communications Commission.
Heal th, Education, a nd Welfare_____
Housing and Home Finance A ge nc y-
Inte rior___ ___________ ____ _____
Interst ate Commerce Commission-----
Labor____ _______________________
Post Office.______________________
Small Business A dminis trat ion______
Veterans’ Adm inis trat ion__________

Total ............................ ....................... ...........................

621
12

131
17
28
13
501

281

23
55
131
103
17
12

10111

28
76
25
1

237
34
40
13
60
211

237 518

E mployment in the Washington, D.C. , Area

Senator M agnuson. And now the House limited you to 303 posi­
tions in the Distr ict of Columbia area. They did not break them 
down, but they said, and I quote from the r eport 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. Ellis. The predecessor organization cut them out, sir, but  did 
not cut them out in the Washington area. They cut them out in the 
office in Batt le Creek and in other field offices and did reduce the gross 
number of employees. However, they did n ot reduce the number in 
Washington.

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

Mr. Ellis. Although I am not trying to justify what was done by 
my predecessor, I am t rying to say tha t 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 tha t is 
the p art I want to go off the record on.

Senator Magnuson. So the House then said you have to limit 
vourself to 303.
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Mr. E llis. 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 Magnuson. The point we are making, Mr. Ellis, is tha t 
the House said you shall not employ over 303 people in the Washington 
office, and they also say tha t there are 353 down there now. Now we 
must respect the judgment of the House in this matt er. We may not 
agree with it, but  they, in effect, suggest tha t you either spread out 
or tha t you let go 50 people.

Mr. Ellis. We may be glad to let the 50 people go, sir, and I 
think tha t might be done provided we have the right to let them go 
either in the field or in the Batt le Creek office.

Senator Magnuson. 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. Ellis. Yes, sir. I could answer tha t easily, off the record, if 
I could.

B U IL D U P  O F W A S H IN G T O N  P E R S O N N E L

Senator Allott. Let ’s go into tha t a little bit further. We have 
had a running battle  with the House on this m atter.

Senator Magnuson. Oh, yes.
Senator  Allott. And I think it has been the atti tude of this com­

mittee  as well. There is grea t danger this organization is building up 
a tremendous personnel here in Washington when the job tha t needs 
to be done is around the country. Now, I must say tha t this is 
generally my view, also.

Mr. Ellis. I would agree.
Senator Allott. So we have the problem of trying  to keep this down 

and keep the 50 out in the country where they are needed.
Mr. Ellis. This overall problem of the OCDM organization is a 

very serious one. Administratively, it has not functioned with the 
greatest degree of effectiveness i t should. At the time the organiza­
tion was divided it was a time when the danger of a ttac k by man- 
operated aircraft on the shore of this country made a division of these 
offices seem essential, and consequently they were split and par t put 
in Batt le Creek. Obviously, there are overlapping functions, and 
probably in a g reat many instances inefficiency has resulted from th at 
division.

Now I would certainly agree, Senator, and I 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 tha t we can get 
greater contac t a t the lower echelons of Government in bringing about 
cooperation in this movement, and pyramiding it from tha t lower 
echelon up to the top. We are very much in favor of that .

P U B L IC  A PA T H Y  T O W A R D  C IV IL  D E F E N S E

Senator Allott. Mr. Ellis, I have not noticed anything in your 
statem ent, and perhaps it is there  later, but  so far in your state men t 
you 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 matte r what we do, until we can enlist the  intelligent coopera-



36 INDE PENDEN T OFFICES APPROPRIATIONS, 19 62

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. Ellis. I could say I will cover it right  now if I  may.
Senator Allott. All right.
Mr. Ellis. I would like to make this oral statement. I would like 

to say tha t I could not agree with you more wholely that  there has 
not been general public acceptance. There has been, however, the 
sum of probably Q]/2 to 7 million people in America who in one way 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 wav. 1 tried, as I  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 things. What 
we need to do is s trengthen  the national  will, because our national 
will is rapidly disintegrating. And it is a very, very dangerous thing 
for the Nation. It  could lead ultimately, not now, but ultimately, to 
the philosophy th at it is b ette r to be “ red than dead,” a very dan­
gerous philosophy that confronts this country today. Therefore, 
since I have been in this position, our mail has become four times as 
great as i t was, our telephone volume is six to seven times as great, 
and we are beginning a revival of national will in this movement.

C IV IL  D E F E N S E  L A B E L E D  P R O V O C A T IV E

But let me say in justification for past administra tions, tha t they 
tried to help this movement. But the old Dulles philosophy was 
tha t it was provocative, and the Eisenhower administrat ion apparently 
bought tha t philosophy and consequently there was no Federal 
leadership-----

Senator Allott. 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 policy was provocative. I do not want to insert 
extraneous things here, but  1 cannot accept that . I cannot accept 
the proposition tha t the Eisenhower administra tion ignored this 
because Congress has constan tly kept these things down.

The reason 1 inject this mat ter here at this time, and it is not 
extraneous to what you are discussing, which is salaries, is this, tha t 
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. Ellis. I understand that , sir.
Senator Allott. I was on my own Sta te’s civil defense board 

back in the early 1950’s, so it  is not a new thing to me. I know how 
it works at the grassroots. And the reason I raise this in connection 
with the salaries is, and I think it is a direct thing, it has a direct 
relationship to what we are talking about. You cannot do this 
simply by adding salaries and by adding people.

Mr. Ellis. 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



INDEPENDENT  OFFICES APPROPRIATIONS, 19 62  37

committee lias given to the defense movement in this Nation, I do 
not know where i t would be today, sir.

Senator Allott. Well, it would n ot be.
C O M M IT T E E  A C T IO N  O N  M A T C H IN G  F U N D

Mr. Ellis. It 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 interes t 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 interes t tha t you have taken, sir.

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

Senator Allott. I do not think tha t State Departmen t Building 
was completed under the last administ ration, was it?

Mr. Ellis. It  is being completed now.
Senator Allott. You mean the new one?

E X A M P L E  O F F E D E R A L  G O V E R N M E N T

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

Mr. Ellis. We have been meeting with the Washington officials on 
this trans it plan, underground subways, hoping tha t something could 
be developed in that area, as was done in the Soviet Union. The 
subways there are protected both from fallout and from b last, sir.

Senator Magnuson. 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. Ellis. Again, since this matter  is being considered by the 
Director of the Budget, with very capable assistance from the Mc- 
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 Magnuson. 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.)
C IV IL  D E F E N S E  AND D E F E N S E  M O B IL IZ A T IO N  F U N C T IO N S  O F F E D E R A L  A G E N C Y

Senator Magnuson. AH 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 departm ents 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, le t’s take them one by one 
because this has been a sore spot between the House and the Senate, too, in our conferences.

D epa r tm en t  o f  A g r ic u l t u r e

I have here first the Depar tment  of Agriculture.
Mr. E llis. Mr. Quindlen is here and lias followed this very closely.
Senator M agnuson. What  is the Depa rtment of Agriculture doing in the field of civilian defense?
Mr. Quindlen. Sir, the principal function of the Departmen t 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 Departmen t 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 t rained monitors 
who will be part  of the  Federal network for radiological monitoring.

Senator M agnuson. What does the Department of Agriculture have to do with monitoring?
Mr. Quindlen. Sir, when offices are already established, for 

example, Federal Aviation, the Weather Bureau, Agriculture, ins tead 
of trying to establish new stations you merely p ut monitoring equip­
ment and train  people who are already in th e field to work as a pa rt of a Federal network.

Senator Allott. May I ask a question?
Senator M agnuson. Yes.

q u e st io n  o f  d u plic a tio n

Senator Allott. You sort of lost me. Does this duplicate the 
monitoring of radiological activity  that is carried on in other depart­ments of Mr. Ellis’ D epartm ent here?

Mr. Quindlen. No, sir ; we have a Federal p lan for a Federal moni­
toring network and a Sta te and local monitoring network. In the 
Federal monitoring network we place instruments and tra in the people, 
who are already employed by the Federal Government and have other 
functions, to be able to monitor in an emergency.

Senator Magnuson. Monitor what?
Mr. Quindlen. Monitor radioactive fallout, sir.
Senator Magnuson. Why would the Departmen t of Agriculture do it?
Mr. Quindlen. Solely because they have Federal installations in the field.

l o c a t io n  o f  a g r ic u l t u r a l  in s t a l l a t io n s

Senator Magnuson. Bu t they are not Departmen t of Agriculture installations, are they?
Mr. Quindlen. Yes, sir. Jus t offices, such as the Forest  Service, 

where people are a lready 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 function of monitoring.

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

Mr. Quindlen. Sir, in the Depa rtment of Agriculture offices 
throughout the country, at every level-----

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

Mr. Quindlen. 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 Fores try Service is another example 
where you would have offices-----

Senator M agnuson. Where you have shortwave radio frequency?
Mr. Quindlen. In most places, landlines and in some cases radio.
Senator M agnuson. All right.

RADIO LOG IC AL C O N T E N T  OF W H EA T

Senator Allott. May  I ask you in this connection, you were 
institut ing a research program on the radiological content  of wheat, 
do you know anything about this? Th at is the Department of 
Agriculture.

Mr. Gerald Gallagher. The Depa rtment of Agriculture, sir, is 
doing tha t work currently  for their own purposes, too. This is the 
kind of work tha t we encourage and associate ourselves with. We 
use the results of their work.

Senator Allott. Do you know where tha t research pro ject is?
Mr. Gerald Gallagher. I think Beltsville is doing it.
Senator Allott. I mean, where are we? It  has been going on for 

about a year now.
Mr. Gerald Gallagher. We have had no late  reports. I believe 

it is agreed significant progress is being made.
Senator Allott. Could you see tha t I am informed as to the prog­

ress that has been made on that?
Mr. Gerald Gallagher. Yes, sir.

F ood M an ag em en t P la nn ing

Senator Magnuson. 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. Quindlen. Primarily  to increase the number of food p lanning- 
people in the field who will advise our regional offices as well as in­
dustry and Sta te offices on regional food planning.
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Senator Magnuson. Well, le t’s get this down to a simple example. 
Le t’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. Quindlen. Sir, he will plan with respect to our eight regions 
for the particu lar region.

Senator Magnuson. What does he know tha t 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 th at you do not know 
now?

Mr. Quindlen. 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 you use the Com­
modity Credit Corporation storage of food and how you get it to 
where the people would probably need it.

Senator Magnuson. You have all that information now?
Mr. Quindlen. Sir, not in the form in which it has to be-----
Senator Magnuson. And if you are talking  about transp ortation, 

you are going to have to go down to the ICC to do that.
Mr. Quindlen. Yes, sir; and Agriculture has to work with the 

ICC in its food planning.
Senator Magnuson. You do no t 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 i t is a question of how you get a truck or 
a train or something there to move it out. Why do you need people 
here to tell them that?

Mr. Quindlen. 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.

R eg io n a l  P e r s o n n e l

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

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

Senator Magnuson. 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 everything is. What does 
he do the rest of the time?

Mr. Quindlen. Senator, I do not  have additional detail on this.
Mr. H effelfinger. Senator, Mr. Quindlen is with OCDM. We 

did not ask the delegate agency representa tives to be present. We 
can ask them to come.

Senator Magnuson. You’d bett er 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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telephone right now and in 5 minutes find out where everything  is. 
The real problem is transportation , how to get it to different places.

Mr. Ellis. There is constan t planning going on between us and 
the Departm ent of Agriculture, but  we feel it 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 Magnuson. What I am saying is, we have all th is informa­
tion now, we know where everything 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. Ellis. We could have Agriculture here at 1 o’clock.
Senator Magnuson. They have a st atem ent here.
Senator Allott. They have a statement.
Senator Magnuson. But  it does not give too much detail; it is 

kind of vague.
T R A IN IN G  P R O C E D U R E

Senator Allott. 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 distribut ion and 
training men. And the three are prac tically the same, as I see it.

Mr. Ellis. That program, Mr. Allott, I am a little familiar with. 
I am responsible for taking rural training away from our own organi­
zation and giving it to Agriculture. They take  these training manuals 
and agricultural radiological ki ts 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 it. And it is no t just done by sending a 
manual, it is done by personal contact. And we are beginning to 
get wide distr ibution on these manuals.

Senator Magnuson. Bring the manuals up here and we will take 
a look a t them.

Mr. Ellis. I would be glad to.
Senator Magnuson. But the real problem if something happens 

with food is the transportation.
Mr. Ellis. I would say transportation is a vital consideration.
Senator Magnuson. 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 Departmen t of Agriculture is getting too much money to catalog 
and classify and analyze and evaluate all these things.

M A N U A L D IS T R IB U T IO N

Senator Ellender. Is the distribu tion of these manuals made by 
people, l et’s say, engaged in the Extension Service?

Mr. Quindlen. Yes, sir; by the various parts  of the Departmen t 
of Agriculture to the food industry, for example.

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

Mr. Quindlen. Yes, sir. Some of them are in the Extension 
Service, some are in the Office of the Secretary, some are in the field 
offices.
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Senator Ellender. Now, these funds are not used to augment the 
payment to the Extension Service people, b ut only to the one who 
supervises and sees t ha t tha t is carried out?

Mr. Quindlen. Jus t to those who are working full time in the 
Civil Defense program.

Senator Ellender. How many are there working full time?
Mr. Quindlen. In the Department of Agriculture-----
Senator E llender. I am talking about altogether now.
Mr. Quindlen. Eighteen in the Department of Agriculture.
Senator E llender. Eighteen. An how much are we providing on 

a reimbursable basis altogether?
Mr. Quindlen. These are just those for which we are providing 

reimbursement, sir—just  the 18.
F U N D S  R E Q U E ST E D

Senator E llender. I see. How much will you be alloted from the 
funds of the OCDM?

Senator M agnuson. $440,000 they want  for this program.
Senator E llender. Th at is the point I want to make.
Mr. Quindlen. Yes, sir. And there will be 28 positions under this 

$440,000. And a t the present time 18 positions for $298,000.
Senator Ellender. $440,000.
Senator Magnuson. Where are the 18 scattered?
Mr. Quindlen. Sixteen in the field and two in Washington.
Senator Magnuson. They are analyzing the food problem in 

Washington?
Mr. Quindlen. They also have an assignment, Senator, to include 

the effect of biological and chemical agents on animals and crops.
Senator Magnuson. Well the Departmen t has this big research 

that they are doing now. Otherwise we have been appropria ting 
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.

AGR IC U LTUR A L R E SE A R C H

Mr. Quindlen. Sir, the purpose of these funds is to assure tha t 
specific atten tion will be given to the Civil Defense aspects of chemical 
and biological effects on animals and crops.

Senator Magnuson. Th at is just information for them that you 
can get at your fingertips.

Mr. Quindlen. No, si r; it includes some research, it includes p lan­
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 Magnuson. The Bureau of Standards does this, the 
research depar tment  of Agriculture does it, the National Science 
Foundation has grants to do it, and now you have 18 people doing it 
down at  Agriculture.

Mr. Quindlen. 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 Magnuson. Well, we will go on now. You have research 
on food for shelters. Now tha t is cu t out this year. But  you have



INDEPENDENT OFFICES APPROPRIATIONS, 19 62  43

mainly added to food management planning and to radiological de­
fense training in the Department of Agriculture.

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

Senator Magnuson. Off the record.
(Discussion off the record.)

R A D IO L O G IC A L  M O N IT O R IN G

Mr. Quindlen. Senator, I do not think I have made the principle 
of this clear. New people are not added to be trained. These are 
people who are in field offices throughout the country. Since 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 to tal 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 tha t the 
base, across the country, of the radiological problem can be as broad 
as possible.

Senator  Magnuson. Well it is pre tty broad right now. We 
have the same thing in the Weather Bureau, and we have the same 
in N1H. 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 Interst ate  Commerce—and the real problem is transp ortation 
when you get in trouble—60 in the Department of Labor, and we 
even have 1 in the Small Business Administra tion.

Mr. Ellis. We hope tha t some day we will have several million of 
these monitors throughout the Nation, and we are trying now to 
resolve mass production techniques and the distribu tion 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 th ink it is very essential. 

D epartment of Commerce

Mr. Quindlen. Senator, to take the Departmen t of Commerce 
for an example-----

Senator Magnuson. I am coming to that . Let’s get down to 
that.  There is $2,780,000 for assignment to the Department of 
Commerce to accomplish - i ts mobilization in nonmilitary defense 
assignments during fiscal 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. Yes, sir.

IN C R E A S E  R EQ U E ST E D

Senator Magnuson. 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 trave l 
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 a t each of the regional headquar ters 
as a counterpart to the emergency planning coordination provided at 
the departm ental headquarters.

Now what do these people do?
WORK OF PERSO NNEL IN COMMERCE

Mr. Quindlen. Sir, they represent the Secretary of Commerce in 
the field in coordinating the defense activities  of the Departmen t of 
Commerce, the Defense Service Administration, the Bureau of the 
Census, 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 installat ion and to our classified location.

C en u s  B u r ea u

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

Mr. Quindlen. 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 a ttack 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. Quindlen. Primarily it is a question of providing a field 
person for each OCDM region for work with business and indust ry 
on the question of preparation for emergency conditions.

Senator M agnuson. To go into a p lant, for instance?
Mr. Quindlen. Yes, sir, and working with the State  civil defense 

director in his relationships with business and indust ry within his 
State.

Senator Magnuson. Do you have one in each Sta te?
Mr. Quindlen. No, sir. There will be one of the BDSA repre­

sentatives in each region. There are eight throughout the country.
Senator Magnuson. Eight regions?
Mr. Quindlen. Yes, sir.
Senator Magnuson. And the Maritime Administration. I think 

the committee can understand tha t. Of course tha t function is 
directly impor tant.

Mr. Quindlen. Yes, sir.
Senator Magnuson. And the Weather Bureau also.
Mr. Quindlen. Yes, sir.

F e d er a l  A v ia tio n  A gen cy

Senator M agnuson. Now you have Federal Aviation Agency. We 
will put  tha t statement in in full. I think we can unders tand the 
importance of that.
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H ea l t h , E d u c a tio n , an d  W e l fa r e

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

Mr. Quindlen. Yes, sir. There is an increase of $910,000 in 
HEW to provide particula rly for-----

Senator Magnuson. By tha t I mean an increase over last  yea r’s 
budget?

Mr. Quindlen. Yes, sir. Dr. Porterfield is here.
Senator Magnuson. Do they work with the schools?
Mr. Quindlen. 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 Depa rtment 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 Magnuson. Now we come to housing and home finance.

F ood  an d  D rug  A c t iv it ie s

Senator Allott. Mav I interrup t 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 drugs 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. Ellis. Perhaps we should have Dr. Porterfield from HEW say 
a word on this.

Dr. Porterfield. Senator, I am Dr. Porterfield.
You brought attention to the item in H EW delegation tha t has to 

do with food and drug activi ties 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 Administra tion does in this particular field, as compared with 
Agriculture, is tha t 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 penetra tion, their 
persistence, decontamination procedures of the foods tha t 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 years ago the Food and Drug Administra­
tion thought this was an important enough area tha t 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 tha t time, and as a result of the study made by this 
committee we found for all practical purposes the food manufacturing 
industry  is pre tty 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 i t 
is designed to determine the ways by which any saboteur might enter 
our food establishment plants, our distribut ion 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 th at 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 tha t now?
Mr. Grey. Two.
Senator M agnuson. Two?
Mr. Grey. Yes, sir.
Senator M agnuson. Have they found out how to do it?
Mr. Grey. Well, they are making progress on it. It  is a rather 

sizable task for two bacteriologists 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 FB I which-----
Senator Magnuson. 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 Magnuson. Well, do you need to have any research on 

that? You jus t keep them out.
Mr. Grey. No, sir; we do not need research on tha t. We need 

research on the type  of agent he might use.
Senator Magnuson. You know the type  of agent he might use.
Mr. Grey. We know some of them, yes, but we do not know all of 

the routes by which he might in troduce them. We do not know the ir 
persistence, we do not know all of the decontamination that we need 
to know.

H o u sin g  and  H om e F in a n c e

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

Mr. Ellis. The House cut $140,000, sir.
Mr. Quindlen. 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 Magnuson. What are they going to find out?
Mr. Quindlen. 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 tha t plans for emergency housing would be 
ready.

Senator Magnuson. 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 you can
have for emergency housing. Why do you have to have someone-----

Mr. Quindlen. Sir, in a small area this takes a relatively small 
time, bu t 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 Magnuson. 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 Departmen t 
mows tha t. I do not know why they have to have a permanent job 
'or a man to s it there.

F E D E R A L  P L A N N IN G

Mr. Quindlen. 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 Magnuson. 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. Quindlen. Sir, I cannot speak in detail to this job.
Senator Magnuson. I know it is not yours. Here you have a 

damage assessment representative.
Mr. Quindlen. 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 situat ion throughout the country. This is 
one man who contr ibutes full time to a national resource evaluation 
center, the only place in the United S tates where today, on a planning 
basis, or in an emergency, the specific effects of an atta ck can be 
measured.

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

Mr. Quindlen. No, sir. This is the national funct ion of analyzing 
the national effects of an attack.

Senator Magnuson. What does he do before the atta ck happens, 
just sit there?

Mr. Quindlen. 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 Magnuson. No, he is assessing the damage. This is 
after the damage happens.

S T U D IE S  O F P O S S IB L E  D A M A G E

Mr. Quindlen. 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, wha t the 
increasing-----

Senator  Magnuson. What effects?

71036 -6 1 -
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Mr. Q uindlen. The effects on housing, the effects on people, the 
effects on medical supplies.

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

Mr. Q uindlen. 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 Magnuson. Then he is going to have to know much more 
about i t than we do up here.

Mr. Quindlen. Certainly certain assumptions have to be made.
Senator Magnuson. I mean the nature of the offense. We do not 

know yet the nature  of the  offense. How can he plan?
Mr. Quindlen. Based on the intelligence estimates  which are pro­

vided to the National Resource Evaluation Center. There are esti­
mates of these things made.

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

Mr. Quindlen. Sir, there is no better -----
Senator Magnuson. You have one man for emergency housing and 

we understand that .
Mr. Quindlen. Yes, sir.
Senator Magnuson. Now you have a man who is going to provide 

field training for damage assessment specialists.
Mr. Quindlen. Yes, sir.
Senator Magnuson. For the Government?
Mr. Quindlen. For the Government, yes, sir.
Senator Magnuson. We know what the value of our property is, 

and when something happens we know bow much i t is damaged.
Mr. Quindlen. Sir, one of the major problems if an atta ck came 

today would be t rying 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 a ttack 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 Inte rnational will tell you tha t faster than  this man, 
what was destroyed and what was not.

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

Senator Magnuson. What is this  m an’s name?
Mr. Quindlen. The HHFA man?
Senator Magnuson. Yes.
Mr. Quindlen. Do you happen to know, Mr. Gallagher?
Mr. Gerald Gallagher. I do no t have his name; no, sir.
Senator Magnuson. Well, they will be up here this week sometime 

and we will ask him what he does.

D epa r tm en t  o f  t h e  I n t er io r

Now, you have Department of the Inter ior here. They have 40 
people. Were they cut by the House?



INDEPENDENT OFFICES APPROPRIATIONS, 19 6 2 49

Mr. Quindlen. Sir, these were not specific cuts. Tha t is, it was a 
tota l cut.

Senator Magnuson. The House cut  was overall?
Mr. Quindlen. Yes, sir. And these decreases are based on ap­

proximately the present year’s-----
Senator Magnuson. Now, the responsibilities you have assigned 

to the Depar tment  of the Interior include the problem of electric 
power, petroleum and gas, solid fuels, metals and minerals, and so on 
and so for th, and the production and processing of fishery products?

Mr. Quindlen. Yes, sir.
Senator Magnuson. Now I thought the Food and Drug depart­

ment was in there, and Interio r is in the act, too.
Mr. Quindlen. Senator, in this emergency planning we take Gov­

ernment organization structure as we find it and there are, of course, 
many functions spread throughout the Government on all of these 
various subjects.

Senator Magnuson. I can 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. Quindlen. 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 par t of Government activi ty. 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 business with them 
to get them prepared. And th at is why this-----

PR OBLEM  OF  IN T E R E S T IN G  IN D U ST R Y

Senator Magnuson. I can understand someone down at Interio r 
making an evaluation of, say, the electric power potentia l for assess­
ment of the program in case of emergency. However, once he has 
done tha t, I do not know why you have to have a full-time man 
sitting there.

Mr. Quindlen. Sir, there has to be the selling of this-----
Senator Magnuson. He can take 1 afternoon a month and bring 

it up to date?
Mr. Quindlen. But there has to be the program of selling to the 

indust ry the preparedness measures which are necessary for tha t 
indust ry to meet to the best extent an emergency situation.

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

Mr. Quindlen. 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 Allott. How can a man do this? Le t’s be practical. 
Take Bonneville. What you do is going to depend entirely upon 
what damage is done to Bonneville a t the time, and there is no one
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who can preplan that  bette r than the people who are presently in 
charge of Bonneville.

Senator Magnuson. Right.
Senator Allott. And the same thing will be applicable to Glen 

Canyon. I know the electrical system in my own State pre tty well, 
both public and private, and I do not  know of anyone who can do it. 
And it is going to depend entirely on what they do at tha t time. 
For example, if you get a d isruption of the  CIG gaslines coming into 
Colorado, i t is going to take specific things to repair those, and I do 
not know of anyone who is be tter  qualified than CIG.

Mr. Quindlen. 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 Allott. How can there be a Federal plan when you do not 
know whether you are going to get a breaking of a 6-inch gasline here 
or the disruption of five 20-inch gaslines?

Mr. Quindlen. Sir, you have to be ready for a broad range of 
circumstances. The alternat ive is tha t you cannot do specific 
planning.

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

Mr. Quindlen. Sir, I cannot testify  to the details of this job.
Senator Magnuson. All right, we will go on and won’t belabor th is 

point.
I n tersta te  C o m m er ce  C om m is si on

You have Inte rsta te Commerce Commission. Tha t is one the 
committee can understand because tr anspo rtation is something tha t 
has to be looked at every month, as to th e new lines, the new methods 
of transportat ion, the new number of trucks, the new highways, and 
everything else. But even there they 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 years. Now, if he is working, doing some other work 
and he just does this also, th at is one thing and I can understand th at.  

D epa r t m e n t  of L abor

Then we have the Department of Labor, ami we will put tha t in 
the record in full.

S ma ll  B u sin e s s  Ad m in is tr a tio n

Now, what does the  Small Business Administrator do?
Mr. Quindlen. 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 statistic s (as the Small Business Ad­
minis trator is with respect to small business) has a representat ive at 
the National Resource Evaluation Center. This is true also of the 
Veterans’ Administration  and of the Post Office.

Senator Magnuson. The Post Office has representation there?
Mr. Quindlen. At the National Resource Evaluation Center;  yes,
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Senator Magnuson. What does he do, the small businessman, 
specifically?

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

F U N C T IO N  o f  p e r s o n n e l  in  sm a ll  b u s in e s s

Senator Magnuson. What do these people do? You can figure 
out in 5 minutes the effects of an at tack  on small business.

Mr. Quindlen. Sir, he partic ipates  also as a member of the re­
source evaluation staff for many different purposes, in assessing 
damage, both  before and after an atta ck—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 a ttacks under given circumstances of offense and defense. These 
people will participate in this a ttack in terms of how would the Nation 
stand  after this particu lar attack. There are special studies done for 
the National Security Council. There are special studies done for the 
Departmen t of Defense, and special studies done for OCDM.

Senator M agnuson. 'Well I 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. Quindlen. Sir, they are the principal experts in the Govern­
ment on the number of small businesses and wheie 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. Quindlen. We could have this man provided, say, by  OCDM, 
or by some othe r 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.

R ESO URCE E V A L U A T IO N  C EN T E R

Mr. Gerald Gallagher. May I speak to that  for a minute?
Mr. Quindlen. Yes, sir.
Mr. Gerald Gallagher. 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 are identified by kind, size, what they do, their geo­
graphical locations. Against this pat tern  of resources we run different 
kinds of at tack 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 partic ipates in 
these analyses, as Mr. Quindlen was saying.
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Senator Magnuson. Does he do that 12 months out of the year? 
Mr. Gerald Gallagher. This is a continuous process; yes, sir. 
Senator Magnuson. What does lie do?
Mr. Gerald Gallagher. Resource data development and up­

dating. Things change.
Senator Magnuson. Off the record.
(Discussion off the record.)
Mr. Gerald Gallagher. The important thing is the data  has to 

be p ut in a certain form to be used in this computer system.
Senator Magnuson. He has done tha t and his job is through. 

Wha t does he do the  rest  of the time?
Mr. Gerald Gallagher. I say, the data  is changing. We have 

not  yet caught up with the full array  of data  we ought to have.
Senator Magnuson. What data  could he get from Small Business 

except the amount of loans they make on a given day?
Mr. Gerald Gallagher. No, sir; this has to do with the number 

of small plants, the  kinds of products they produce, the number-----
Senator Magnuson. We know where they are.
Mr. Gerald Gallagher. He knows where they are.
Senator Magnuson. The Department of Commerce is given 

thousands of dollars to find that out.
Mr. Gerald Gallagher. He knows where they are and brings 

these things into our library there, our computer library.
Senator Magnuson. All right, he has done that. Howr long does 

that  take?
Mr. Gerald Gallagher. Well, he does this on a continuing basis. 

He also partic ipates-----
Senator Magnuson. He brings one down a day, the new one tha t 

has sprung up?

A N A L Y S IS  O F R E S U L T S  O F A TTA C K  ON R E S O U R C E S

Mr. Gerald Gallagher. Well, it does not happen tha t often. 
We do not keep our records tha t currently.  Bu t 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 Magnuson. But  you can have a man down here at Small 
Business send you tha t by mail every week.

Mr. Gerald Gallagher. No, lie has to participate. He has to 
partic ipate  in the team effort. There are 18 agencies who have people 
out  there doing the same sort  of thing.

Senator Magnuson. Evalua ting small business in case of attack 
He can find all tha t information down at the Departmen t of Com­
merce. You can get  i t by phone. It  does not change very much.

Mr. Gerald Gallagher. The facility, a particular facility, has to 
be identified by coordinates, actual location, so tha t the effect of a 
bomb on tha t particu lar location can be assessed.

Senator Magnuson. 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 Gallagher. 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 
so much money.

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

D IF F IC U L T Y  O F  A N A L Y S IS

Mr. Gerald Gallagher. 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 Magnuson. What?
Mr. Gerald Gallagher. They have to do with welding rod 

manufacturing. Welding rods are generally a small business 
production.

Senator Magnuson. 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 w hether a 
new one is going to come in. 1 can get all that information for you 
in 5 minutes. Now what does he do the rest of the time?

Mr. Gerald Gallagher. Having the information at hand, as we 
say, he participates.

Senator Magnuson. He sits and thinks about it?
Mr. Gerald Gallagher. No, he partic ipates.
Senator Magnuson. He pushes it in the machine.
Mr. Gerald Gallagher. And he advises on what will be necessary 

to restore production. Welding rods might be a very important par t 
of a reconstruction program—postattack. So these are all part of 
coordinated complica ted-----

Senator Magnuson. Well, T do not think they are one-ten th as 
complicated as you people make them. I can see the importance of 
having this information, but I 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.

P A R T IC IP A N T S  IN  A N A L Y S IS

Mr. Gerald Gallagher. As a matter  of fact, we do, sir. 
[Laughter.]

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

Senator Magnuson. Where do they meet?
Mr. Gerald Gallagher. They are located at our classified loca­

tion at this National Resource Evalua tion Center.
Senator Magnuson. Tha t is near here, isn’t it?
Mr. Gerald G allagher. It  is about 70 miles from here.
Senator Magnuson. Yes. They live in Washington?
Mr. Gerald Gallagher. Some of them live out there, some of

them live in Virginia and drive ou t there.
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Senator M agnuson. T hat  Small Business  m an, if he  lives ou t the re,  
there is a l ot of o pp or tuni ty  to mak e loans in th at area . I th ink th is 
is prepos tero us,  to hav e someone sit tin g there wi th  inform ation th at 
yo u can ge t in any given afte rnoon and bri ng  it  up to da te any tim e 
yo u want to.

All right,  le t’s go down to page  10.
Mr . E llis. I wonder if we could ju st  pic k one of thes e men  out?
Sen ato r M agnuson. We will get the m up he re a nd  see wha t the y do.
Mr. E llis. Let ’s get  thi s one ma n in her e an d see wh at  he does, 

th is  man from Small Business. I th ink it  wou ld be very int ere sting .
Sen ato r M agnuson. Off the  record .
(Discussion off the  record.)
(See add itio nal  l et ters  on p. 82.)

E m erg en cy  S u p p l ie s  and  E q u ip m e n t

Sen ator M agnuson. All rig ht ; No. 3 is “E me rge ncy  supplies and  
eq uipm en t.” Th e Hou se com mittee  de leted ha lf of the  mo ney  re ­
que sted for the res um ption  of procurem en t of med ical  supplie s for 
the civil defense stockp ile and  red uce d the othe r item s to the  1961 
level.

And your requ es t is th a t you  cover the pro curem ent of 1,000 addi­
tion al 200-bed civil defense emergency hospi tal s for prepositi oning  in 
loca l com munities th roug ho ut  the  Na tio n for emergency use. I t also 
req ueste d radiolog ical  det ect ion  and mo nitoring  ins tru me nts  to pro­
vide one set  for each of the 100,000 m on ito rin g sta tio ns  which will be 
established by  Ju ne  30, 1963. Th e en tire requ es t is esse ntia l to 
■orderly progress in a ba lanced  na tio na l pro gra m.

C iv il  D e f e n s e  E m erg en cy  H o spit a ls

Now, le t’s take  the  1,000 add itio nal  200-bed civil  defense  emergency 
hos pita ls. These  are  th e mobile un its , ar en ’t the y?

Mr. E lli s. Yes, sir. We hav e a bo ut  2,000  to da y,  the  bu lk  of which 
are  distr ibu ted  th roug ho ut  the St ates  to be imme dia tely ava ilable  
for emergency use. Th e req uir em ents ha ve  been stu die d wi th 
DH EW  and  wi th othe r agencies of the Go vernm ent. And I have  
looked int o thi s pre tt y  carefu lly and stu die d the se hospita ls. Th ey  
have  to be upgraded  in certa in ins tan ces  since some of the mate ria l 
an d equip me nt is sligh tly  de ter ior ating . How ever, I th ink they  are  
th e mo st im po rta nt  thi ng s you hav e in th is pro gram.

Senator  M agnuson. And  we have 2,000 now?
Mr . E llis. Yes, sir;  1,932 t o be exact.
Senator  M agnuson. And  thi s would make a to ta l of 3,000?
Mr . E lli s. Ab ou t 3,000, sir. I t will give  us a be tte r disp ersal in 

th e State s th roug ho ut  th e Na tion.

ADDIT IONAL AMOUNT NEEDED

Senator  M agnuson . H ow m uch addit ion al would  th at  a cco unt for?
Mr . E llis. Well, broken  down , it  would be $12,400,000 added to 

the Hou se allowance.
Sena tor  M agnuson . $12,400,000 addit ion al?
Mr . E llis. Yes, sir.
Sena tor  M agnuson. Tha t is inc lud ed in th e emergency supplie s 

and equip me nt,  where the House cu t you off at  $14,400 ,000; is th at 
right?



INDEPENDE NT OFFICES APPROPRIATIONS, 19 62 55
Mr. E llis. Yes, sir.
Senator  Magnuson. And that  is the biggest item in the request 

for restora tion, the $14 million?
Mr. E llis. Yes, sir; tha t is correct.
Senator Ellender. What is being done with  these 2,000 beds you 

now have? Are they being used by the hospitals?
Mr. Ellis. No, sir; they are stored.
Senator Magnuson. You say they are de teriorating?
Mr. E llis. To some extent. Because the medical supplies are 

stored wi th them, and the  anesthesia is stored with them and all sorts 
of allied things tha t we need and use in establishing an immediate 
hospital facility. And there is a certain amount of deterioration in 
some of those items.

Senator Ellender. Where are those 2,000 hospitals stored?
Mr. E llis. They will be prepositioned at various spots.
Senator E llender. But I say, in various parts of the  country?
Mr. Ellis. Yes, sir.
Senator  E llender. They are not connected with any hospital tha t 

is now in operation?
Mr. Ellis. Yes; th at is correct.
Senator  M agnuson. They might be.
Senator E llender. Tha t is why I am saying, are they being used? 
Mr. E llis. No, sir; they are not being used. If they were being 

used, they would deter iorate completely, and we want to them ready 
for any emergency tha t might take place. But, Senator, they are 
very impor tant. 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 i t is going to be set up and all that detail. And 
we have them right there for immediate setup.

EX PA NSION OF PROGRAM

Senator Magnuson. When we sta rted the program we envisioned 
tha t 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.

Mr. E llis. Right.
Senator Magnuson. And this is why we star ted the program. Of 

course, they have to be up dated every once in a while, equipmentwise 
and everything else.

Mr. E llis. Tha t is right, sir.
Senator Magnuson. And now we have reached a point where we 

have 2,000, and we would like to have 3,000.
Mr. E llis. That is correct, sir. It  will give us be tter  distr ibution.
Senator Magnuson. 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 tha t kind?

Mr. E llis. Or even se t up under a tent.

DETE RIORATION OF MEDICAL SUPP LIE S

Senator Allott. Mr. Chairman, on that,  there have been some 
stories recen tly about  a lot of medical supplies deteriorat ing, having 
to be discarded or abandoned.
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Do you have any inform atio n on th at? Th ere  hav e been  some 
press stor ies on this .

Mr. E lli s. Yes.
Se na tor  A llott. This is in rela tion  to med ical  supp lies.
Mr. Hef fe lf inge r. Th ey  a re general ly con cern ed with ant ibioti cs.  

An tib iot ics  hav e a life expecta ncy .
Senator  A llott . Wh y could n’t these an tib iot ics  be turned  ove r 

befo re the ir life exp ect anc y expires and  used , and the n replace d with 
new ant ibio tics ?

Mr . E llis. I would  like Dr . Porterfie ld to ans wer th at . I t  is 
a pr et ty  d ifficul t thi ng  to accomplish.

Dr . P orterfiel d. W ith  respec t, sir, to the  medical stoc kpi le item s 
which have  a definite shel f l ife, we try to pac kag e the m and  to main ­
tain them under con ditions  which will give the m the  longest shelf  
life th at  we can manag e. In  add itio n, we encourage  the  med ical  
supplie rs, if we can , to  pro vid e ro ta tio n,  as you  ju st  suggested, to 
tak e ou t of the  stoc kpi le an item  which is nearing  the end  of its life 
bu t is sti ll valuab le, an d to repl ace  i t with a brandnew  item  which has 
a longer life. This is an ext rem ely  com plic ated prob lem, and we 
hav e not been able  to do it acros s the  boa rd.

One of the reasons  we cannot is th at  a  num ber of these item s become 
obsolescent. W ha t we bought in good fa ith  before the end of its 
shelf  life has been  rep laced with a new model, wi th an imp roved 
drug  which  has  less side reactio ns,  more therap eu tic  effect, and we 
cannot the n get  any one to use those items  which we have stoc kpi led , 
and m any become obsole scent. This is a  loss w hich  wc have  to e ndure 
in the  na tur e of thi s ope rat ion .

D IS P O S A L  OF O B S O L E S C E N T  IT E M S

Se na tor  A llott. The suggestio n has  jus t been  m ade —why could n’t 
they  be used in ch ar ity  hospi tals ? When I th ink of all the  med ical  
aid and all kinds of aid we are giving th roug ho ut  the  wor ld, why 
could n’t these be used the re?  If  you hav e an item  th at  you know  you 
are  going to hav e to tak e off the  shelf in 6 mo nth s, you are certa inl y 
no t losing mu ch if you  use it in ch ar ity  hospi tal s, and you  are cer­
tai nly not losing mu ch if you give it to ou r friends  aro und the  world.

Dr. P orterfiel d. I do no t know th at  we are  in a pos ition to give 
th is away, sir.

Senator  A llott. Well, we should be.
Senator  M agnuson. Well do you think , Do cto r, it would be a 

fai rly  good suggestion? If item s were  b ecoming obsolete,  ev en i f ther e 
were a new dru g to replace them,  the y are stil l good for someone some 
place. Do you think  it would be a good idea  if we gave th at  au th or ­
ity ?

Dr . P orterfiel d. Yes, if we could find ways to utiliz e thi s mate­
ria l as it nea rs the  end  of its  usefu lness  to us, bu t stil l has  usefulne ss 
for someone else in a worse situa tion. Th is wou ld create  a larger  
ad minist ra tiv e problem, obvious ly, bu t it would be one th at  would  be 
ve ry wor thwhile .

Sena tor  M agnuson . Well the  admi nis tra tiv e problem of disposal  
wou ld n ot  be  a ny  grea te th an  the  cost of t he  i tems?

Dr . P orterfiel d. It  is to this  degree, sir. Fo r exam ple, at  the  
presen t time  we are  ask ing  for resto ra tio n of aro und $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 is in, changing items tha t have been outdated,  and the rest. If we 
lost our appropriation, we would have no one to do it.

Senator Magnuson. I mean, we could act on that, and you people 
would welcome, as I understand, the author ity to do it if and when you 
can, or where you can, let someone use these things?

Dr. Porterfield. I think we could improve the situation, yes, sir.
Mr. Ellis. I think it would improve the s ituation in a lot of ways.

B lo od  B an k

Senator Magnuson. What about your blood bank now?
Mr. Ellis. I do not understand your question, sir.
Dr. Porterfield. We do not have one a t the present time. Much 

of tha t old material has been reprocessed.
Senator Magnuson. Because we appropriated  a great deal of money 

to reconstitute  plasma. Have you got it back in shape now?
Dr. Porterfield. Certain fractions of it, yes, sir.
Senator  M agnuson. And there is nothing in here for that?
Dr. Porterfield. No, sir.
Senator  M agnuson. Just  the regular, orderly contribution into the 

bank?
Dr. Porterfield. No, we do not even have that .
Senator Magnuson. You do not even have that in here?
Dr. Porterfield. No, sir.
Senator Magnuson. But you have it reconstituted?
Dr. Porterfield. Yes, sir.

R adio lo gic al M o n it o r in g  Sta tio n s

Senator Allott. Mr. Chairman, on this same paragraph J have one 
other question of Mr. Ellis. This is on page 10. On these 100,000 
monitoring s tations 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 todav?

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

Senator Allott. My recollection is that  we starte d that 2 years ago.
Mr. Ellis. I might say I consider this a very important item in the  

program—monitoring of radioactive fallout.
Senator Allott. 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. Ellis. Le t’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 Allott. Now is the limitation on that at the present time 
still the facilities of production?

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

Senator Allott. T am not trying to trap you, but suppose we had 
an all-out pre tty general nuclear attack. The saving of lives would 
depend upon this more than  any other single item you could name?
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Mr. Ellis. Yes, sir.
Senator Allott. Why isn’t it important to move fas ter with this? 
Mr. Ellis. Well I  think it is importan t. I can agree, and I would 

like to  see it expedited. I frankly believe that  our communications 
system, as it is established over the Nation  today, is substan tially 
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 Allott. What is the cost per  un it of these things?
C os t P e r  U n it

Senator M agnuson. 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, th at is the radiological one, two of them 
run $10 or $15 total.

Mr. Ellis. The kit runs about $100.
Senator Magnuson. Do you have to have all of these in one place?
Mr. Ellis. No, you do not. The dosimeters you mentioned there, 

consists of a little pencillike package, and it requires a bat tery  
charger. You have to charge it every now and then to bring the 
pointers back to zero for another reading.

Senator Magnuson. But the amount in th is budget would provide 
approximately 48,000.

Mr. Ellis. 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 mainta ining the price 
at its present level. I think it is a matter  of bargaining with them, too.

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

Mr. E llis. Yes, it might be developing into a production problem 
of cost with respect to these citizens instruments purchased by S tates 
and individuals. However, sufficient production capacity exists for 
the instruments for monitoring s tations 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 Allott. How much money do you recommend?

DOUBLIN G OF FU ND S RECOMMENDED

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

Senator Allott. What do we have in this appropriation?
Senator Magnuson. $5,615,000.
Mr. E llis. 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 Magnuson. Well when you make tha t recommendation, 
advisers, the experts on this down there , tell you there is no question 
bu t tha t we are going to ultimately need and want the 100,000?

Mr. E llis. Yes, sir, tha t is correct.
Senator Magnuson. So tha t there would not  be any change in our 

program, tha t objective?
Mr. E llis. No, sir. We would simply be accelerating the program.
Senator Magnuson. We might just  as well go ahead and get them 

as fas t as we can.
Mr. E llis. 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. Ellis. Yes, sir.

R esea r c h  and  D ev e l o pm e n t

Senator Magnuson. 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 struc tures  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 tha t particu lar case the restoration is $3 million. You recom­
mended $4,500,000 and the House gave you $1,500,000. Wha t 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. Ellis. Mr. Gallagher can probably best handle this.
E FFE C T  OF  R E T A IN IN G  H O U SE  CUT

Mr. Gallagher. The things tha t would be cut 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 g rants 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 ma tter  of fact, on-going research at this time, arrangements 
with existing research organizations, totals almost $1,500,000 itself 
apa rt from other work tha t 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 defense, 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 ma tter  who pays the bill, 
we are talking about a very substantia l investment  of money, whether 
it is a private investment  or a publ ic investment. And I think  that 
the logic and the argument for spending for research to make sure 
that tha t cost is as low as it can be, tha t the work is done as effectively 
as possible, th at 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 contrac tual work here as being quite modest 
in the light of th at argument.
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PL A N S F O R  B R O A D E N IN G  R E S E A R C H

The mil itary 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 tha t 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
stitut ion of the economy after attack . This is the basis for the request 
for enlargement.

Senator Magnuson. We have been conducting some research for 
years on fallout shelters. The plans for public buildings are pre tty 
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. Le t’s 
leave out large buildings. Don’t we jus t about know what we can 
do there? Do we have to have more research on that?

Mr. Gallagher. 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 particu lar structure 
have been sharply reduced. The estimate  now would be about  one- 
third of the estimate of 3 years ago.

Senator Magnuson. The cost. I understand that.
Mr. Gallagher. That is right.
Senator Magnuson. But T mean, we know what we want to do.
Mr. Gallagher. Well, we have made great strides. And I might 

say tha t the research tha t 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 Magnuson. I 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. Gerald Gallagher. We must do more, sir. We have done 
a great deal of work in the field of fallout gamma radiation. Tha t 
is a particu lar kind of radiation. We do not know nearly  enough 
about direct radiation, about neutrons and other direct radiation 
effects of weapons.

Senator Magnuson. Then I suppose there is always needed re­
search to get the cost down, using new materials and things of that  
kind.

Mr. Gerald Gallagher. This is a very important feature: yes, sir.
Senator Magnuson. To get the cost down within the reach of an 

ordinary person.
Mr. Gerald Gallagher. Right.

L ia is on  W ith  FHA

Senator Magnuson. Do you have any liaison with the FHA for 
loans for repairs, moderation of homes for fallout shelters?
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Mr. Gerald Gallagher. Well someone else could speak to this 

more specifically. Title 1 of the FHA authority does permit that.
Senator Magnuson. Allows tha t?
Mr. Gerald Gallagher. Yes, sir.
Mr. Ellis. And in conformity with the President’s message to the 

state  of the Union, it would be hoped at some point tha t package 
legislation, consolidated legislation, would be introduced in order to 
stimulate  the construction of shelters in any home or struc ture 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 tha t is a possibility.
Mr. Ellis. It  has never been submi tted to the Congress, but it 

certainly is a possibility.
Senator Magnuson. I would think tha t Congress would move 

awfully slow on doing a th ing like tha t, 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 th at kind, or a combination.

Mr. Ellis. Or some tax incentive.
Senator Magnuson. You might encourage the States, and there 

might be some tax depreciation involved which you could work out.
N e w  Y ork  P la n

Mr. Ellis. I was astonished to see the magnitude of the plan that  
has been developed in the Sta te 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 matte r.

Senator Magnuson. 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 tha t 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. Ellis. 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 th at are very impor tant to the country. 
Therefore, I do not like to see this amount eliminated.

Senator Magnuson. Off the record.
(Discussion off the record.)

P r epa r ed  Sta t e m e n t

Senator Magnuson. All right, if there is nothing further you want 
to add, we will put  in the record your stat ement in full, and the s tate ­
ments of the departments  have already been inserted, and then we 
have the one item of d isaster relief yet, new disas ter relief.

(The information referred to follows:)
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S ta te m e n t  o f  t h e  D ir ec t o r , O f f ic e  o f  C iv il  an d  D e f e n s e  M o b il iz a tio n

Mr. Chai rman  and members of the  comm ittee,  I apprecia te this opportunity 
to app ear  before this committee to discuss the  natio nal programs for nonmili tary  
defense. This hearing is parti cularly timely, coming as i t does within  a few day s 
afte r the  Pres iden t expressed his views on this program in his address to the  
Congress on May 25, 1961.

Upon my app oin tme nt to this position as Director of the  Office of Civil and 
Defense Mobiliza tion, I was ins truc ted by the  P residen t to join with  the Director  
of the Bureau  of th e Budget and the Secretary  of Defense in making a thorough 
study of the  organization and functions of nonmil itary defense. The  inten sive 
investigations  we have made during  the course of this study has clearly brough t 
to light the  appalling fact that  civil defense  efforts to date have been completely  
inade quate and leave a shocking gap in o ur tot al natio nal defense. As indica ted 
by the  President, this administ ration plans  to meet this  problem head  on. Pro ­
posals will be s ubm itted for the specific ac tions  necessary to eliminate this  vulne r­
able link in the nationa l defense posture.

The many intelligence studies  and reports  available for our review are una ni­
mous in the ir conclusions th at  the civil defense expenditu res of the  Soviets ou t­
strip  by many  times the  dollar volume of expe nditu res being applied by the  
United States for this effort. Civil defense tra ining is a manda tory  requ irem ent 
in Russia and many public shelte rs are being bui lt. Our natio nal defenses are 
bui lt upon the  histo ric American concept of massive capa bili ty for retal iation 
bu t avoidance of aggressive action—str ikin g the  first blow. Therefore , Russia  
does not need to hard en its missile launching sites or take  othe r p rotective meas­
ures to withstand  the first blow. This places them fur the r ahead  of us with  
respe ct to passive defense.

The dizzying pace of milit ary technological developments in the  last  15 years 
has been stun ning and bewildering. Many of us have not  kept abreas t of the  
awesome, de vas tating potent ial of offensive weapons. Certainly  civil defense has 
fallen behind and become an unwanted stepchild  in our total  nat ional defense 
planning. If we had been more cand id with the  people during past years, it  is 
probable th at  t his  problem would n ot exist today.

We still have  time  to prepare ourselves, bu t we canno t afford to lose ano ther 
moment. Three vita l elements are essen tial to make America invulnera ble to 
atta ck.

(1) Superior offense.
(2) Superior defense (active and passive defense).
(3) Will to  survive (civil defense or passive  defense).
If the  offensive a nd defesnive power is equal,  the  will to survive becomes de­

cisive—that  is to say th at  when the capa bili ty to “dish  it ou t” is equal, then the  
natio n best prepared  to “take it ” will win. The stronger civil defense may turn  
the  tide.

This brings home the  cold, hard  fact th at  a strong civil defense and  mobiliza­
tion  program is indispensable to natio nal prepa redness This cann ot be att ain ed  
cheaply and  certa inly cann ot be attain ed with  a Federal effort at  p ast  minimum 
levels. The Pres iden t expressed this harsh inescapable conclusion to Congress 
las t month in his speech to which I have referred. It  quote:

“One major element of the  natio nal security program which this Nation has 
never square ly faced up to is civil defense. This problem arises not from present 
trends bu t from natio nal inaction in which most of us have par ticipated.  In 
the past decade we ha ve inte rmitte ntly considered a variety of programs, bu t we 
have  never adopted  a  consistent policy. Public  considerations have been largely  
characterized by apa thy , indifference, and  skept icism;  while at  the  same time, 
many of th e civil defense plans have been so far reaching and unrealisti c tha t th ey 
have not  gained essential support.

“This adm inis trat ion  has been looking hard at  exact ly what civil defense can 
and cannot  do. It  cannot  be obtained cheaply.  It  cann ot give an assurance of 
blast protectio n th at  will be proof aga inst surpr ise att ack or guaranteed  aga inst 
obsolescence or  d estructio n. And it can not  deter a nuclea r a ttack.

“We will de ter an enemy from making a nuclear atta ck only if our reta lia tory 
power is so strong and so invulnerable th at  he knows he would be destroyed by o ur 
response. If we have th at  strength, civil defense is not  needed to dete r an a tta ck . 
If we should ever lack it , civil defense would not  be an adequate  su bst itu te.

“But this  deterre nt concept assumes ratio nal calcula tions by rationa l men. 
And the histo ry of this plane t, and part icularly  the  history of th e 20th centu ry, is 
sufficient to remind us of the possibilities of an  ir rationa l a ttack,  a miscalculation, 
an accidental war, or a war of escalation in which th e s takes by each side gradually
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increase to th e point of maximum dang er which canno t be eithe r foreseen or 
deterred. It  is on thi s basis th at  civil defense can be readily justi fiable—as 
insurance for the  civilian popula tion in case of an enemy miscalculation. It  is 
insurance we tru st will never be needed—b ut  insurance which we could never forgive ourselves for forgoing in the  event of catas trophe.

“Once the  validity  of this concept is recognized, ther e is no point in delaying the  init iation of a nationwide long-range program of ident ifying  present fallo ut 
shelter capacity  and  provid ing shelter in new and  existing structure s. Such a 
program would p rotect millions of people again st t he  hazards  of radioac tive  fallout  
in the  even t of a large-scale nuclear att ack.  Effective  performance of the  ent ire 
program not only requires new legislat ive autho rity and  more funds, bu t also sound organizationa l a rrangem ents .’’

In view of my firm conviction tha t a much-inc reased  Federal  program is needed 
to overcome this obvious weakness in our  total  defense, I was deeply  concerned 
and  di sappointed by the  House com mittee actio n in reducing  our re que st for 1962 
appropriation s by some $25 million. I feel th at  it is esseptial th at  these budget cuts  be resto red.

During my brief te nur e in this  posi tion, I do not claim th at  I  have found all the  
answers or uncovered all the problems which must be faced. I do n ot even claim 
that  the  $104.2 million requested in the budget currently before Congress will 
provide  the  resources needed to tak e posit ive steps toward overcoming all of the tremendous  problems in the  nonmil itary  defense field. I am convinced, however, 
th at  every dollar of th is request is needed to provide a sound launching p latform  
to build a program th at  will definitely complete our total  defenses; back up the 
President as he makes his awesome foreign policy decisions; and  spark the  will of the American people to resist any rocket -rat tlin g ultimatum .

We have given the  committee line item  changes  and justif ications we propose 
to restore the  cuts made by the  House comm ittee.  Therefore, in thi s sta tem ent 
I will merely  summarize the important restora tion s r eque sted  for each app rop ria­tion.

Firs t, “Salaries and expenses” . We urge full res tora tion  of the  $5.5 million 
reduction  of the  House committee and  recommend th at  the  res tric tive language 
imposing a ceiling of 303 civilian positions in the  Washington, D.C.,  area  be 
elimina ted. The  House elimination of all increases requested for 1962 has the  
effect of denying additional funds of $1.3 million for our comm unications and  
warning programs and $3.7 million for our pub lic inform ation  and  educ ation 
programs. It  also reduces our personnel staffing by 50 positions, mos t of which 
mus t be eliminated in the  Washington area. All of these increases  represen t 
either full y ear costs of expenses incurred for only pa rt 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 adu lt education  program on 
weapons effects and counte rmeasures which the  Office of Ed ucation  is conducting  
for OCDM. We feel th at  it is essential th at  this program be extended  to  23 addit ional  Sta tes  and requ est restoration  of funds for this  purpose .

The actio n of the House committee in inser ting appro pria tion  language placing  
an arb itra ry ceiling on employment in the  Washington, D.C., area  is complete ly 
unacceptable. The  Pres iden t is currently stud ying the funct ions of nonmili tary  
defense with a view to  reassigning them to the  var ious dep artm ents of the  Fe dera l 
Government , thereby assuring that  essent ial protective measures are carried out  
in the most economical and effective manner. He has indicated th at  the  shelt er 
program will be assigned to the  Secretary  of Defense. It  is possible that  oth er 
assignments may be made to other Federal agencies at  the  seat  of government. 
The imposition of this  arb itra ry employment ceiling would deny the  Pres iden t 
the  flexibility he needs to make the  realinements he determines  to be necessary for the best inte rest s of the Nat ion.

Second, civil defense and defense mobi lization funct ions of Fede ral agencies. 
The House comm ittee  action in this  acco unt reduces the app ropriat ion by $2.1 
million, forcing cancellation  of plans for expansion of several key programs  being 
conducted by other agencies. For example, th e Public Hea lth Service had  planned 
to expan d its program to train indiv idual s to care for the ir family and  neighbors 
in an emergency. Labor had planned to augmen t it s g rant s to Sta te employmen t 
secur ity agencies for expansion of readiness measures for managem ent of the labor 
force under att ack conditions. The bulk of the  increases requested for 1962 
relate  directly to emergency planning in the  field and  should  be resto red.

Third , emergency supplies  and equipment.  The House committee dele ted half 
of the  money requested  for resumption of procurem ent of medical  supp lies for 
the civil defense stockpile and reduced the  oth er item s to the  1961 level. Our
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re qu es t co ve red th e  pr ocu re m en t of 1,000 ad dit io nal  200-b ed civi l de fens e em er ­
ge nc y ho sp ital s fo r pr ep os iti on in g in loc al co mm un iti es  th ro ughout th e  N at ion 
fo r em er ge nc y use . I t als o re qu es te d radiolog ical det ec tio n an d m on ito ring  
in st ru m ents  to  pr ov id e one se t fo r ea ch  of  th e 100,000 mon ito ring  st a ti ons wh ich  
wi ll be es ta bl is he d by  Ju ne 30, 1963. O ur  en ti re  re qu es t is es se nt ia l to  or de rly  
pr og re ss  in  a ba lanc ed  nat io nal  pr og ra m  wh ich  sh ou ld  pr oc ee d w ithout fu rt her 
de lay.

F ourt h , re se ar ch  a nd  d ev elop m en t . Hou se  c om m it tee all ow an ce  of  $1.5  m ill ion  
re pr es en ts  a 67 -p er ce nt  cut in th is  appro pri at io n . All fu nd s fo r su rv ey in g an d 
id en ti fy in g th e fa llou t sh el te r sp ac e af fo rded  by  ex is tin g st ru ctu re s and for  im­
pr ov in g sh el te r fe at ur es  in  ar ch itec t- en gi nee r desig ns  ha ve  be en  de ni ed . Th e 
ongo ing re se arch  prog rams to  o b ta in  know led ge  ne ed ed  fo r ef fecti ve  civi l defen se 
pl an ni ng  wo uld  ha ve  to  be sh ar ply  cu rt ai le d . Ful l re st ora tion  is ur ge d.

Be fore clo sin g, le t me sa y th a t th e  obj ec tive s so ug ht  in our to ta l budg et  of 
$104.2  mi llio n ar e sound an d a tt a in ab le . The  bu dg et  may  be to o mod es t. Ho w­
ev er , it  ha s th e  ble ss ing  of tw b adm in is tr at io ns.  If  we ar e to  su rv iv e in  tim es  of 
war  we m us t ta k e  po si tiv e st ep s to  incr ea se  our  pre para ti ons in tim es  of  peace. 
Yo ur  ap pr ov al  of th is  bud ge t as  su bm it te d  wi ll pr ov id e co nc re te  ev iden ce  to  th e 
pe op le  of cong ress iona l in te n t to  ta ke  th es e po si tive  st ep s.

I urge  th a t yo u ap pr ov e th is  budget  as  su bm it te d .

D is a s t e r  R e l ie f

Senator Magnuson. There was nothing appropria ted 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. E llis. Yes, sir.
Senator Magnuson. But you would have no control over the funds 

except if they  were allocated to you by the President?
Mr. E llis. Tha t is right, sir.
Senator Magnuson. In case of a disaster.
Mr. E llis. We have a balance of about $5.3 million and we would 

like to raise it  to $10 million.
Senator Magnuson. What we have been trying to do is keep it 

around $10 million?
Mr. Ellis. Tha t is correct.
Senator Allott. This is not to be confused general contingency 

fund of the President for emergencies?
Senator Magnuson. No, this is a separate item.
Senator Allott. This is only in the event of a nuclear a ttack here?
Mr. E llis. No, sir; a natural disaster.
Senator Magnuson. Floods, fires, explosions, cyclones.
Senator  Allott. Have we appropriated for tha t?
Senator  M agnuson. Yes. We have always tried to keep the fund 

around $10 million. And I must say it has never been used unless i t 
has been really a disaster  and absolutely necessary.

Senator E llender. An emergency; yes.
Senator Allott. But tha t is the  same fund I am talking about----- -
Senator M agnuson. 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. E llis. In fact, I had to turn down a request from my own 
State , Senator Ellender’s home S tate. We only act in these matters  
where we find they are really of national import and cover a wide area. 
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 Departmen t of Agriculture can move in 
with free food, and free animal feed-----

Senator Allott. 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.

A d dit io n  to  P r e s id e n t ’s F und

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

Senator Magnuson. $6 million.
Mr. Ellis. $6 million. Public law 875 controls its use.
Senator Allott. This would come under Public Law 875?
Mr. Ellis. Th at is right, sir.
Senator Allott. All right.
Senator Magnuson. All right;  if there are no further  questions, 

we thank you all for coming.
Mr. Ellis. Are we finished?
Senator Magnuson. We are finished the public hearing. Do you 

want  to talk to us about  something?
Mr. Ellis. No, sir; I have a public matter  tha t is very important.  

I can make it in 3 minutes.
Senator Magnuson. Go ahead.

R eg io n a l  U n dergro u nd  C ontrol  C e n t e r , D e n t o n , T e x .

Mr. Ellis. After the submission of our request for appropriat ions 
to the House committee, the counterpart of this committee, there 
arose a situa tion 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 tha t 
the bids tha t 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 c ritically impor tant, I think, that construction proceed now. 
We came to Congressman Thomas, chairman of the House subcom­
mittee, telling him tha t 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 tha t the low bid was one of the finest bids tha t had ever been 
obtained on this type of structure. We felt tha t it should be accepted, 
and we could accept it only by eliminating a lot of al ternatives and 
only partial ly completing the building. Of course, we cannot accept 
the full bid wi thout the available money.

HO USE ALLOW ANCE

We went to Congressman Thomas and explained the situa tion to 
him, and he gave us authori ty to use $100,000 of 1962 funds budgeted
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for an oth er  purpose in lieu of the $335,000 which we needed . We 
need the  $335,000. We all feel it  is an  exc ept ionally  good bid. And 
we feel we could never ge t such a bid aga in if we rea dvert ise d. The 
co ntr ac tor s a re e minen tly  qua lified. Th ey  are  accus tom ed to bui ldin g 
underground. And  this  will be bu ilt  to wi thsta nd  blas t as well as 
fallout.

We wo uld r esp ect ful ly r equest the  co mm itte e to g ive u s the  $335,000 
needed  to com ple te th at  cen ter.

Senator  A llott. Wh y would he only give you $100,000 whe n th at  
would no t pe rm it you to tak e up  the  contr ac t?

Mr. E lli s. Sir, I would  be glad to ans wer th at que stio n.
Senator  A llott. If you  could?
Mr. E llis. I th ink I could .
Senator  M agnuson . Th ey  thou gh t you could find $235,000 some­

place else.
Mr. E lli s. Th is is a m at te r th a t is of vi tal  in terest to the re gion a nd 

of vi tal  in ter es t to ma ny  of  us .

C o nstr u c tio n  F unds

Senator  M agnuson . Now, th a t wou ld come under “ Const ruc tion 
of facil itie s” ?

Mr. E ll is . Yes,  sir.
Senator  M agnuson. You have $2,500,000.  Is  t hat for thi s b uild ing 

or is th at  for o ther  th ings ?
M r. E ll is . N o, sir;  th at is the seco nd underground control cente r 

which has no t even  been star ted.
Senator  M agnuson. Well give us a breakd own on wha t you are 

going to use the  $2,500,000 for.
Mr. E llis. Yes,  sir ; we will file th at in the  record .
(The inform ation  referred  to follows:)
Cons truct ion project included in the  fiscal year 1962 bu dgt  is:

P r o spec tu s  fo r  P ropo se d  C o n str u c tio n  U n d e r  t h e  P u b lic  B u il d in g s  Act  
of 1959

OCDM Region 1. Emergency Opera tions Cente r—Area of H arvard , Mass.
1. Description of proposed project.—The pro ject contemplates the  construction 

of an underground fac ility 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 operat ions 
center . Approximate  area, gross, 54,486 squa re feet; net  assignable, 40,165 
square feet.

2. Estimated maximum cost of project:
(a) Site, design, etc __________________________________________  $326, 000
(5) Improveme nts___________________________________________  2, 674, 000

Total estim ated  maximum cos t__________________________  3, 000, 000
Financing:

Provided in OCDM budget for 1962.................................... ...........  2, 500, 000
Balance required from OCDM to  com plete---------------------------- 500, 000

3. Justification.— To equip the Federal Gove rnment to conduct essential  opera­
tions  a fter  a  major  nuclear attack , it  is necessary to provide  p rotected  emergency 
opera tions  center s for the direct ion 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  eventua lly have  a protecte d underground facil ity with a capa city  to  co­
ordinate  mobilization planning and to serve  as a hub  of operat ions in an em ergency . 
Each  cente r will also be prepared to operate  independently  of the  others and  to 
assume the  role of national headquarte rs should the  s itua tion  dic tate .

In fiscal year  1960, Congress appropriated funds for the  first of these cente rs to 
be located at  Denton, Tex. Construc tion is now expected to st ar t in Ju ne  1961, 
with occupancy scheduled in 1962. The  second of these  cente rs is now proposed 
for construction  in the  area  of H arvard , Mass. The center is plann ed to house up 
to 200 employees normally  with expansion to 200 OCDM personnel a nd 300 other 
agency personnel in an emergency.

The c ente r will be designed for pro tect ion against  blas t, therm al radiatio n, initi al 
nuclear radiation , and fallout. An effec tive filter system will pro vide  pro tection  
against chemical, bacteriological, and  radiological agen ts. Such pro tection  can 
only be provided through new construction.

4. Current housing cost.—Ren t and other costs: Area (squa re feet) , 12,455; 
annu al cost, $35,200.

5. Proposed space plan.—The natur e of the  faci lity is such th at  it would not 
form a pa rt of a comprehensive plan for providing space for oth er Gov ernm ent 
agencies in the  locality.

The regional  office for OCDM region 1 is now located at  Harva rd,  Mass., in 
leased space th at  lacks protection from nuclea r att ack. The  center has 56 
employees at  presen t. This  leased space will be vaca ted upon  comple tion of 
the  proposed underground facility .

6. Statement of  need.— It  has been dete rmined th at  (1) the  needs for space of th e 
Federal Governm ent in this  area  cannot be satisfied by utili zation of existing  
proper ty now owned by the  Government, and  (2) sui table  renta l space th at  would 
afford adequa te protection is n ot available.

Sub mit ted at  Washington, D.C. , on June 7, 1961.
Recommended:

Karl E. Wallace,
Commissioner of Public Buildings Service.

Approved:
John L. Moore, 

Administrator  o f General Services. 

Additional F unds for Texas

Senator  M agnuson. And then a statem ent such as you have made 
for the additional, the request for the additional $235,000 for the one 
tha t is now in process down there in Texas.

Mr. E llis. We will do tha t immediately. Please understand tha t 
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 Opera tions  Cente r—Area of Denton,  Tex.

1. Discussion of project.—This project represen ts the first underground facil ity 
constru cted as a hub for Federal Governm ent emergency operations over  a 
specific reg ional area of the United States.  The center will house the  peace time 
staff of OCDM region 5 and  be capable of expansion for emergency operation s 
to accom modate 500 personnel from key Federal agencies having prim ary com­
mand and  control missions in a war time  s itua tion . The underground por tion  of 
the  facili ty consists of 49,840 gross square feet of operationally equipped  space 
with blas t and  fallout protection . The design also includes an above-ground 
struc tur e consis ting of 4,200 square feet of frangible  nonprotected space.

2. Financing.— The Congress appropriated $2,400,000 for th is f irst underground  
center in fiscal year 1960. Of th is sum, $100,000 was used by GSA for a design 
con trac t. Based on this design, bids were solicited, 23 con trac tors  sub mitted 
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 tabu lati on:
Total funds app rop ria ted -------------------------------------------------------- $2, 400, 000

Deduct:
Architec t-engineer design and construction supervision-----------  142, 000
GSA expenses for bid preparation and  sta ff services__________  54, 700
Government-furnished equipm ent (blast  valves a nd filters )____ 45, 000

Tota l. .................... .................................... ......... —............... .. 241,700
Funds  available for construction______________________________  2, 158, 300
Base bid from construction con tracto r_________________________  2, 435, 695
Deduct nonessential items (sprinkler system and  alt ern ate  shock

mounts)------------------------ --------------------------------------------------  50,100
Revised base bid____________________________________________ 2, 385, 595
Entrance  sign______________________________________________  1,00 0
Contingencies of 5 perc ent required by GSA____________________  106, 705
Const ruction funds required for complete  fac ility________________  2, 493, 300
Requirements in excess of fund ava ilabil ity_____________________  335, 000

Bids for this project were requested from the  marke t at  an auspicious time 
result ing in the  grea test  benefit  to the Governm ent from the  stan dpo int  of cost 
and  contrac tor capability . In  order to tak e adv ant age  of these favorable  cir­
cumstances , the Pres iden t on June  8, 1961, auth oriz ed award of the construction  
contract.  However, to remain within  funds  available, the  pro ject  is being 
award ed omitting several critica l featu res of the  facility. These eliminated 
featu res of work jeopardize the  capab ility of the  facil ity to serve the  purpose for 
which it was designed. The  omissions include such items as a s tandby  gene rator 
for emergency power, security guard towers, reception center, food serv ice equip­
ment , landscaping, paving , meta l parti tions, etc.

In view of the  essential ity of these omitted items,  the  President has also ap­
proved the submission of a 1962 supplemental reques t for $335,000 under the  
heading  of “C onstruct ion of Facilities.” This  supp leme ntal will be transm itted  
shortly in the consolidated “cleanup” supp leme ntal proposal for 1962. Ex­
peditious action  on this supplemental request is imp ort ant since the cons truct ion 
con trac tor has given the  Government 60 days to take up options for additional 
featu res of work withou t any change in price.

In Report No. 449 covering 1962 appropriation s, the House comm ittee has 
authorized use of $100,000 budgeted for 1962 to  comple te this first center. How­
ever, the  amount of $2,500,000 budgeted  for the  second center in Massachusetts  
is already less tha n the  estimated cost dete rmined by GSA and  the  amoun t of 
$100,000 will not  complete  the Denton center.  Therefo re, it  is recommended 
th at  supplemental funds of $335,000 be made available in lieu of dive rting  1962 
funds budge ted for ano ther  purpose.

An architect-enginee r drawing of the Den ton facil ity is a ttac hed .
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Q U E ST IO N  OP  L IM IT A T IO N

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

Mr. Ellis. Yes, sir; we had a total available.
Senator E llender. I mean, a specific limitat ion for a particu lar 

job?
Mr. Ellis. Yes, sir; the limitation consisted of the total funds 

appropriated by Congress.
Senator E llender. That is why you need the extra money.
Mr. E llis. That is right, sir.
Senator Magnuson. All right, if there  are no fur ther questions—■—•
Mr. E llis. Mr. Chairman, as I  see it, you would not  care to have 

any of the delegate agencies come in?
Senator M agnuson. 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.)

A fter n o o n  S e ssio n — M o n d a y , J u n e  12 , 19 61  

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 DIV ISIO N; AND JAMES A. HAMILL, CHIEF,
BUDGET SECTION.

R esto r a tio n  R e q u e s t

Senator M agnuson (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  res toration, Mr. Macy, of $414,000.

Mr. Macy. Th at is right.
Senator Magnuson. You have a short s tatement. We will be glad 

to hear from you.
We will put  your lett er tha t you sent to this committee into the 

record in full.
(The letter referred to follows:)
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U.S. Civil Service Commission,

Washington, D.C., June 6, 1961.Hon. Warren G. Magnuson,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation Bill for 1962, U.S. Senate.

D ear Senator Magnuson. This is in reply  to your  let ter  of June 2, 1961. We appreciate the  opp ortuni ty to provide your subcommittee with inform ation  regarding the  effects of the  action taken by the Committee on Appropriat ions of the  House on the  several appropria tions  and  funds of the Commission as pro­vided in H.R. 7445, the  Independ ent Offices appropria tion  bill, 1962.
The  Commission has made a careful review of H.R . 7445 and Report No. 449 accompanying the  bill and has given att ent ion  to each item in the  light of the  recommendations of the  committee. We apprecia te the  consideration given to our  budget requests by the  House committee and have  determ ined th at  the ir action  is acceptable  to the  Commission except for two items, (1) “Salaries and  expenses” and (2) “L imitation  on adminis trat ive expenses, employees hea lth benefits fund .”

SA LA R IE S AN D E X P E N S E S  A PPR O PR IA T IO N

Page 6, line 21: $21,029,000— Request change to $21,443,000
The  am ount provided by the House for the salaries and  expenses appropr iation represents a reduc tion of $800,000 from the  budget request and  an increase of $268,000 above the 1961 appropria tion.  The budget requested  increases of $301,300 to provide  for e liminat ing backlogs an d processing current receipts in th e Commission’s inves tigations and retir ement programs. Based upon a carefu l analysis of the current s tatus of workloads and trends  in receipts in these activities, it  appears th at  the  $268,000 increase proposed by the House committee would jus t about cover the increased personnel required to keep the  invest igations and retir eme nt work current in fiscal year 1962. There are, however, three items  which th e Commission believes warrant a resto ration of  funds by  your committee. These are (1) the  estab lishm ent of a Federal employment sta tist ica l program, $212,500; (2) the  upgrading of furni ture  in the  Commission’s regional and  bran ch offices, $175,000; and  (3) funds  to cover personnel benefits (con tribu tions for retirement , group life insurance, and heal th benefits) for the  addit iona l employees above  the 1961 level, $26,500.
The  budget requested funds  to establish  a new Federal employment sta tist ica l program which would meet t he  needs of both the  executive and legislat ive branches for personnel stat istics of t he Federal service. The  request of $212,500 includes  $82,500 for personnel compensation and $130,000 for  machine ren tals,  con trac tua l services, and equipment  in connection with  the estab lishm ent of the  program. The  Commission is convinced that  this  program is needed now and th at  the  benefits to  be derived  will be well worth the cost. The  budget reques t of $175,000 to  refinish and/or replace furnitu re in our field offices is necessary in order to bring the  physical appearance of our offices up to  an accep table level.
The  Commission requests your committee to resto re $414,000 of the  $800,000 cut  made by the  House committee to provide for the thr ee  items discussed above.

LIM IT A TIO N  ON  A D M IN IS TR A TIV E E X P E N S E S , E M P L O Y E E S  H EA LTH  B E N E F IT S  FUN D

Page 9, line 19: $1,000,000—Request change to $1,148,000
The House committee provided an expense limi tation of $1 million for adm in­istering the  Federal employees health benefits program, a reduc tion of $148,000 from the  amount requested. After a careful review of the  opera tion of the  employees health benefits program this year  and  expected developments in fiscal year  1962, the  Commission believes th at  the  full amoun t requested for adminis­tra tiv e expenses in 1962 will be required to ade qua tely  carry  on the  program. This amount for adminis trat ive expense is far less t han the  established ceiling of 1 percent of all cont ribut ions provided by the Employees Health Benefits Act. The Commission requests th at  your comm ittee resto re the  full amount  of the  reduct ion made in this item by the House committee.
I am advised th at  a hearing has been scheduled for the Commission before your committee on Jun e 12. We shall be h app y to discuss these  matter s at  th at  time in as m uch detai l as you may desire.
By direction  of th e Commission.

Sincerely yours,
J ohn W. Macy, Jr.,  Chairman.
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Prepared Statement

Mr. M acy. I hav e a statem en t which I have provided to the  clerk. 
How ever, in the  in terest of time  perha ps it  will be helpful if I sum­
marize th at  s ta temen t for you  at  this time.

(The  sta temen t refe rred to follows:)
Statement of J ohn W. Macy, J r., Chairman, U.S. Civil  Service Commission

Mr. Chairman and members of the committee, we are glad to appear before this 
committee to discuss the budget request of th e Civil Service Commission for fiscal 
year 1962. On my pa rt,  I welcome the opportu nity  to  appea r once again in behalf 
of the Commission where I served  as Executive Director  from 1953 to  1958.

As stated in my let ter  to Senator Magnuson a few days  ago, we have made a 
careful study of th e recommendat ions of the House in relat ion to the programs of 
the  Commission. We appreciate  the consideration given to  our budge t requests by 
the  House Appropriations Committee and accept thei r ac tion on all bu t two items. 
These are the salaries and expenses appropria tion  and the limitation  on adminis­
tra tiv e expenses, employees heal th benefit fund. I shall direct  my remarks to 
these two i tems.

First,  for salaries and  expenses the House allowed $21,029,000, a decrease of 
$800,000 form the b udget request—an increase of $268,000 from the appro pria tion  
for the current fiscal year.

Certain workloads of the Civil Service Commission are not  internally  control­
lable bu t are generated, as in the  investigation activity , by the rate  of new hires 
in the Federal civil service; or, as in the retirement  ac tivi ty, by the exercise of legal 
rights by employees, retirees, and  othe r beneficiaries under the retir eme nt laws. 
The budget requested  increased funds of $301,300 for the invest igations and reti re­
men t activitie s in order to reduce workloads to a norma l level and process curre nt 
receipts in 1962. The House bill provides a  to tal  increase of $268,000 for salaries 
and  expenses. In view of the uncontrollable  nature  of the invest igations and 
retir eme nt workloads, we have no choice except to utilize the  increase in funds for 
these  activit ies. As a  ma tte r of fact, the workload situatio n is somewhat more 
favorable tha n we expected, and  our best estimate today is tha t the $268,000 will 
provide the personnel increase needed to keep workloads in the invest igations and  
reti rement activi ties reasonably curre nt in 1962.

However, there are three other items which the  Commission believes warran t 
addi tional funds in 1962; and for  th;s  purpose we urge the committee to  recommend 
the restorat ion of $414,000 of the  $800,000 reduction  made by the  House. The 
items I refer to are: (1) The estab lishm ent of a Federal employment sta tist ica l 
program, $212,500; (2) the  upgrading of furniture  in the Commission’s field 
offices, $175,000; and (3) the  employer  con tribu tions for retirement , group life 
insurance, and hea lth benefits for the  employees to be added to the  salaries and 
expenses activitie s in fiscal year  1962, $26,500.

Federal employment Statistical program.— Reliable, up-to-date,  and comprehen­
sive stat isti cal  d ata 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 presen t system for collecting personnel s tatistic s is cumbersome 
and  costly in term s of resul ts and provides only a small pa rt of th e 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 stat isti cal  sampling techn iques which will economically meet the 
needs of the  Congress and the  d epartments  and agencies for this type of informa­
tion now and in th e futu re. This new program will tra ce individual employment 
histories of a representa tive  sample of Federal employees, will be readily a dap table 
to  changing requi rements, and  will reduce reporting  costs of the agencies.

The da ta produced will continue to meet legal re quirements for  periodic reports 
to  the  Congress and the  Pres iden t on personnel programs but with a capacity  to 
provide a variety of inform ation  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 for th by occupation, geographical area,  sex, grade, and salary 
will provide a be tte r basis for planning t he  recrui ting  an d examining program for 
th e Federa l service. The program will provide  da ta  for continuous evaluation  of 
th e civil service reti rem ent  fund,  eliminat ing 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  u tiliza tion of women in higher level positions, escala-
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tion  of grade levels, and effects of automation on Fede ral employees will be ob­tainable  rapid ly without  costly “crash”  stud ies.

The costs for establ ishing the Federal employm ent sta tist ics  program are $212,500. These consis t of the salaries for 19 positions at  a cost of $82,500; ren tal of data-p rocessing machines, $31,000; services to be obtained  from other Federal agencies in initia lly establi shing 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 r eady to begin opera tions  as soon as funds are available.

Upgrading furn iture in Commission’s field offices.—Since fiscal year 1960, agencies occupying space in  Government-owned buildings ou tside the  Wash ington  
area  have been required to budget for furniture  and furnishings formerly prov ided  by the General Services Administration  with out  cost to the  agencies. The Com­mission has been concerned about the  condi tion of much of the  furnitu re in its regional and branch offices, a large part of it  in the exam ination rooms and  offices visited  by prospective Federal employees and  the  general public . Although we 
have endeavored to provide funds for the  upgrading of furnitu re out  of cur ren t resources, the demands of the  operating  programs  have precluded such expendi­ture s in sufficient amo unts .

The Commission has made a thorough survey of the  furn iture  in its regional and branch  offices. Much of it is in such poor  condit ion th at  rehabil itat ion is impractical. A s ubstantial port ion was provided by Federal building custodians at  the  t ime the  Commission’s field offices were estab lished many years ago. Out of an inven tory of over  10,000 items, 3,300 are in such poor condition  tha t replace­men t is necessary and  2,200 items can be re stored to a sui table  condition by repair and refinishing. The replacements will cost $149,000 and the  repair and refinish­ing, $26,000, for a total  of $175,000. We are convinced th at  these funds should be provided to bring  the appearance  of our  field offices up to an acceptable stan dard.
Contributions for retirement, group life insurance, and health benefits.—Assuming utilization  of the $268,000 increase in the House bill for paymen t of sa laries plu3 the  $82,500 we are requestin g be restored for sala ry payments, will provide an increase of $350,500 for staff above the  1961 authorized level. The cost to the  Commission for con tribu tions based upon sala ry paymen ts to employees to be added in 1962 above the current yea r’s level is $26,500. This amount  should be restored to the bill to  provide  for ca rrying  out all p rograms at  des irable levels.
The second item for which we request restoration  of a reduc tion made by the House is the Limitatio n on Administrative  Expenses, Employees Hea lth Benefits Fund . The budget requested $1,148,000 for this item. The House allowed $1 

million, a decrease of $148,000. The Federal Employees Hea lth Benefits Act autho rized  the Commission to pay adm inis trat ive expenses of the  employees h eal th benefits program for fiscal years i960 and 1961 from the Employees Life Insu ranc e Fun d without regard to limi tation and provided th at  beginning in fiscal year  1962 adminis trat ive expenses should  be incurred within such limi tations as may be specified annually  by the Congress. The act  fu rther provides th at  not more tha n 1 percent of all cont ributions to the Employees Hea lth Benefits Fun d will be available for adm inis trat ive expenses.
This cur ren t fiscal year, 1961, is the  first year of a ctu al opera tion of the em­ployees hea lth benefits program. Adm inist rativ e expenses this  year will to tal  approximately  $1,158,000 as cont rasted to the  previous estimate of $896,000 

in the  document furnished the  committee and  the  r equest for 1962 of $1,148,000. The  increase in cost this year is primarily due to printing requ irements in connec­tion  with the  “open season”  in October 1961. We found it necessary to place 
orders for prin ting  before the  end  of th is fiscal year in order to meet the  necessary deadlines.

Based upon our experience this year  and  expec ted developments  in 1962, 
we cann ot foresee a ny  sub stantial decrease in adm inistrative expenses next year. The continued rapid rise in the  cost of hosp ital and medical  care seems certain to  require an adjus tment in rates for the  con tract year beginning in October 1962. This will mean ano the r open season with a cost comparable to this  fiscal 
year for repr inting brochures and  forms. Also, the  num ber of par tici pan ts will continually  increase as employee and survivor an nu ita nts  come und er the  program. 
It  is estim ated  th at  t he  1,800,000 ac tive employees  in t he  program will be joined by approximately  100,000 annuitants  by the  end of fiscal year  1962. Adminis­
tra tiv e expenses for 1962 will average  abo ut 60 cents per covered employee and  annuitant.  The reques t of $1,148,000 is fa r below the  ceiling for  a dminis trat ion  
of $3,178,000 representing  1 percent of total  con tributions to the  fund  expec ted 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.

“ S a la r ie s  an d  E x p e n s e s ”  A ppr o p r ia t io n

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  
tha t was cut from the  original budget request by action of the House 
in H.R. 7445. The request for resto ration  is based primarily on the 
needs of the Commission for three specific programs.

STA TIS TIC A L PR OG RA M

The first of these programs is the inaugurat ion of a statis tical 
program for the entire Federal service. This is a program t ha t would 
involve the use of automatic  data processing equipment and sample 
employment histories of Federal employees for a sample of 5 percent 
of tota l employment—about 120,000  employees.

Senator Allott. What do you mean bv that?
Mr. Macy. This would mean that the Civil Service Commission 

would obtain from the employing departments  and agencies detailed 
information concerning appointments, 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  tha t 
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 recrui tment  and examining activities than 
is possible with the information tha t we have at the present time. 
We would have data with respect to employment of such a nature 
tha t we would be able to answer special requests without  a crash 
program of statist ical gathering in order to produce the answers.

R E T IR E M E N T  FU N D  DA TA

Another very important need it would serve would be that of the 
periodic evaluation of the retirem ent 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 t hat  would facilitate the evalua­
tion at any particular time.

Senator M agnuson. Sometimes you 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 Magnuson. We will put that in the record.
(The supplementary statement follows:)
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St a te m e n t  on  t h e  I m pr oved  P e r s o n n e l  Sta tis tic s  P ro gr am

We are requesting  funds this  year for a greatly  improved program of deve lop­ing s tati stic s on Federal employment .
I am sure you are all aware  of our need for comprehensive, accurate,  and tim ely  data. The da ta are essen tial to the developm ent of elec tiv e measures for th e management of a  work force of more than 2 million employees.
The improved program has  three st riking advantages  over our current s tat ist ics  system:
1. It  will provide da ta  we grea tly need and do not  have.
2. It  will prov ide us continuous, constan tly up- to-d ate  inform ation .3. It  will reduce agency reporting  costs.
I should like to discuss each of these  br iefly.
Following are some of the kinds of new da ta  the program will produce:(a) Da ta on separations, promotions, and  other actions by grade, job series, age, sex, an d leng th of service.
(£>) Dis tribu tion of employees by occu pation, area, sex, geograph ic location, grade, and salary.
(c) Ret irem ent coverage of employees by age, sex, length of service, and  by other classifications needed for annu al valu ations of the  civil service ret ireme nt system.
(d) Lifetime earning pa tte rn  and earning poten tia l unde r both civil service and OASI coverage.
(e) Working lifespan in t he  labor market.
(/ ) Mortal ity rate s among Federal  employees by occupation .
(g) Comparison of employment pat terns of Federal and  non-Federal workers.
(h) Info rmation  which could be used in computing cost of salary increases.These kinds of information, if availab le now, would be used in many fields inwhich the Congress has in recent m onths expressed interest . I will mention some of these:

1. Employment of retired military personnel
The work histo ry sample program, if desired , could provide up- to-d ate  in forma­tion  on such ma tte rs as t he  number of re tire d mil itar y personnel employed  in the  Federal service, broken down by agency, typ e of job, grade level, geograph ic location , na ture of appo intm ent , leng th of c ivilian service, and  reduction-in- force tenu re group.

2. Cost of changes in  pay systems
The Congress is currently considering a bill which would requi re th at  an employee who is prom oted  m ust receive an  increase in pay of a t least  th e equ iva­len t of two within-grade step  increases. The work histo ry sample program could provide  da ta on the  percentage  of promotions which would be affected by such a bill, and, therefore, permit  accurate estimates of additional costs involved. Similar da ta would be useful in considering general pay  changes.

3. Escalation of Classification Act grade levels
The work histo ry sample program could provide da ta  on increases  in average grade level by agency,  occupation , time period, etc.

4- Utilization of women in higher level positions in the Federal service
The work history sample  program could provide information on the  utili zation of women in the  Federal service in technical, professional, and adm inis trat ive  jobs. The  pa tte rn of promotions  for women could be compared to the  pa tte rn  for men.

5. Discrimination on the basis of race or religion
If it  is considered des irable, the work h istory sample program  could be designed to provide d ata  on such th ings  as the number of Fede ral employees of a par ticula r race, thei r level of educ ation and  train ing,  and  the  occupations and  grade levels in which they were employed.

6. Manpower u tilizat ion and manpower planning
In addition  to the  above-mentioned problems of u tilizing  women and members of minority groups at  the ir highest skills, up-to-date information would be avai l­able on the  number of Federal scien tists and  engineers by sub ject  ma tte r special ­ity, employing agency, location, age, etc. Turnov er rates could be computed for each such group. The number and  date of reti rements  could be projected. When coupled with agency estim ates of future  needs, the da ta would provide a basis for planning recruiting and  train ing programs for scientists and  engineers.
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7. Mobilization in ihe event of an emergency
The CSC has  ce rtain  emergency responsib ilities assigned to it by OCDM. One 

such responsibility is th at  of repor ting the  estim ated  numbers and  kinds of 
Federal  employees who survive any enemy att ack. This requires  the  cur ren t 
main tenance of data  on Federal  employees by occupation  and location; such da ta 
is not now available.

The occupationa l and  employment surveys now conducted by the  Commission 
provide d ata  on the  (1) number of Federa l employees by States, city, and  county, 
and (2) the tot al number of Federa l employees by occupation  in the United S tates.

The improved personnel stat istics program will provide  continuously cur ren t 
da ta on th e dist ribu tion  of Federal employees by major occupa tion groups in the  
States , cities, and counties. With this information known beforehand, the  
Commission will be ab le to estimate rapidly the  number of Federa l survivors by 
major  occupational categories. This information is essentia l to the  effective 
mobilization and utilization of the Federal work force.
8. Effects of automation

Informat ion could be obtained on the effects of automat ion on p art icu lar  ca te­
gories of employees. The  patte rn of promotion,  demotion, reassignment , and  
reduction in  force actions resulting f rom major  conversions to automat ion could be 
described.
9. Lowering the retirement age

Information from the work histo ry sample  program would reveal how many 
employees would meet the  proposed new reti rem ent  cr iteria of age.
10. The dynamics of the work force

The work histo ry sample program would enable management to get a much 
better picture of the  work force tha n is currently available.  For example, by 
following the  pat terns of recru itment, promotion,  reassignment, and tran sfer  a 
useful description  of the  dynamics  of the  Federal service could be compiled. 
Caree r pat terns in the  Federal service could be compared with career  pa tte rns  
in priv ate indu stry . The exten t 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. Occupa tions 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, 
etc.

Let me ad d a few specific instances in which we could  not furnish  information.
We could n ot give Congressman Beckworth inform ation on turnover of Federal 

employees by age groups.
We could no t give Senator Ben nett  information on turnover of employees in 

his State (Utah).
We could not  furnish  the CIA with  da ta  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 att ach ment A, p. 78.)
The proposed sta tist ics  program will be especially helpful in providing data on 

the  employment of physica lly hand icapped persons. The placement of handi­
capped persons has long been of concern to the  Commission.

Whereas we now receive month ly reports  from the  agencies showing only the  
number of handicapp ed persons appointed , unde r the  new system we will receive 
continuous da ta on persons appo inted  to the  service broken down into  14 types 
of handicaps.

While the  d ata  will be received only on appointment, since th at  is no rmally  th e 
only time  the  employee receives a medical examination, it will be much more 
detai led tha n da ta now obtained. As a result , we will be able to manage the  
physically handicapped program much more effectively.

Still ano ther  area in which we lack da ta concerns the employment of veterans. 
We simply do not  have current data on this  subject.

We have received inquiries, official and otherwise, from the  majo r veteran  
organizations  in which they have requested  specific information concerning 
veterans  in Federal employment . The most recent  request was from the American 
Legion when the ir public  relation  headquarte rs in Indianapolis, Ind. , wanted to 
know the total number of veterans employed by the Federal Government. The 
only figures tha t we ha d were probably 3 years old and we told  them  we had no 
current figures available .
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I think it is imp ortant  as a minimum responsibili ty of th e Commission, which 

agency is charged with administ ration of the Veterans Preference Act, to be in a 
position to  furnish not only to veteran organizations, bu t to  oth er Federal agencies, 
and to the public st atis tica l data  concerning vetera ns. At the  very  leas t, th is office 
should be in w position to  give a repor t to the  veteran  organizations on such matters  
as the  numbe» of veterans  appointed, sepa rated, e ithe r for cause or by  reductio n-in­
force, the  number of vetera ns who res ign, etc., either on a calendar  o r fiscal year 
basis. In addition  we should be able to poin t out the number of veterans who have 
career  tenure,  career-conditional t enure, or temp orary appointees , as well as being 
in a position  to  say how many vete rans  are appointed from a partic ula r regis ter. 
Also I  th ink  i t is important  to  know whe ther  or not  th e propor tion  of vete rans a re 
in blue-collar jobs, white-col lar jobs, pos t office jobs, etc., and at  what grade or 
level.

Certa in preferen tial considerations are extended to veteran s by law. Eve r 
since th e enactment of the  Preference Act, t he Commission has not been in a  posi ­
tion to determ ine whether or not the  act itself, or any par ticula r pa rt of th e act , 
has been a deterrent  to  our mer it system, has been an advanta ge to our merit 
system or w hat changes would be appropr iate  in  l ight of the factual situ atio n. I 
think th at  after 16 years or more, th at  it is time  th at  the  Commission be in a 
position to fully evalu ate the  effects of veteran  preference in Federa l employment.

The second advanta ge of the  improved personnel sta tist ics program is th at  it 
would provide more timely d ata . The  pr imary source of sta tist ica l d ata under the 
proposed prog ram would be from the  continuous work-history sample  ra the r 
than  reports  sub mitted by agencies, the  current major source of personnel sta tis ­
tics. Thus,  required da ta would be easily accessible and produced more quick ly 
in w hatever form is required. This is tru e for special or “crash” studies as well as 
for regular tabula tion s from the work-history sample. It  is expected th at  the  
work-history program would provide da ta  which could be tab ula ted  quickly to 
meet many  of th e requirements for special s tati stic al r epor ts a nd frequently would 
eliminate  the  present requirement for special reports from agencies which are 
costly  and requ ire considerable  amounts  of time  to prepare.

Finally,  the program is expected  to reduce  agency reporting  costs. For  ex­
ample,  the  number of da ta items which agencies a re now required  to  repo rt to t he  
Commission monthly would be reduced to abo ut two-thirds as a result of the  
proposed program. (This would resu lt in significant savings only if agencies do 
not  continue to compile these da ta  for their own purposes.)  Also, the majori ty 
of reports which are now required annually  (e.g., reports on sala ry distr ibution , 
geographic distr ibution , and occupational surveys) would be submitted  only 
every  3, 4, or possibly 5 years. The quinquen nial retir eme nt system valuation 
reports from agencies would be completely eliminated  and replaced by an annual  
valuation  from the  work-his tory program. Finally, the  need for “crash” surveys 
would be elimina ted subs tant ially.
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Attachment A

Req ue sto r Da te of 
req uest

Info rm at ion requ es ted Dispositio n of re qu es t

Congressmen Li nd ley  Beck- 
wor th  an d Jo hn  E.  
Fo ga rty .

Su n Oil Co. , Ph ila de lphia,  
Pa .

Perso nnel,  La bo r D ep ar t­
men t.

Li br ar y of Con gress, Con­
gres siona l in qu iry .

Leon Mapes , Ho use  Po st 
Office an d Ci vi l Service 
Co mm itte e.

GSA , Ola Hazel___________

Helen  U hr in  for M r.  Braye r.

Senat or Th om as J.  Do dd  
an d by  PI O for a pu bl ica­
tio n in  Texas.

Senator Wal lace  F.  Ben ne tt-  
Ju liu s W. Bo yk in for Mr. 

M cK inley (R et ire men t 
Divis ion ).

Senator  Clair  En gle  of Ca li­
fornia .

Jack  Be cker, exec utive  secre­
ta ry , N at iona l Com mi tte e, 
Nat iona l Hea lth  Agencies.

Mr. Da vid I. Ve may , re­
sea rch  as sista nt  for Mich i­
gan  State Unive rs ity  
(th rough dir ec tor 7th  re­
gion).

M r. Charles Liber a, research 
de pa rtm en t, Fe de ra l Re ­
serve Ba nk , Minn eap oli s.

Congress ma n Glenn  Cun ­
ningham.

Apr. 13,1960
Apr 6  28,1961 
Feb. 8,1961

Fe b.  25,1960

M ay  4,1960

Ju ne  15,1960

.do ______

Ju ly  26,1960

Dec . 29,1959

M ar . 7,1961 
Aug.  18,1959

Oct.  15,1959

Aug.  4,1959

Aug.  11,1959

Ju ly  31,1959

Ju ne  11,1959

Ca pt . Th om as  W.  Walk er , Apr. 8,1959 
USA F,  AF In st it u te  of 
Tec hnolo gy, W righ t-Pa t­
terson  AFB .

Congress ma n Th om as  D.  Mar.  23,1959 
Cu rti s.

M arga re t Th ai-L arsen,  area 
an alys t, D ep ar tm en t of 
Em pl oy m en t, San Fr an -

M ar . 13,1959

cisco.

Tu rn ov er  by  age: Age of for­
me r an d pr es en t em ­
ploy ees,  e tc.

Cross-c lass ification by  occu­
pa tio n an d Sta te  of du ty  
stat ion.

Age an d leng th  of service of 
peo ple  who  re tir e from  
GS-1 5 an d abov e jobs .

N um be r of Fe de ra l em ­
ploy ees  ove r 45 years  of 
age.

N um be r hir ed  o ve r 45 years  
of age for 1950, 1952, 1955, 
1959.

Pr om ot ion in cla ssif ied s erv­
ice.

Sa la ry  repo rts  by  instal la ­
tio n (Chicago ).

Fe de ra l emplo yees by  resi ­
dence . N um be r of em­
ployee s who  work in 
W ashing ton an d live  in 
M on tgom ery Co un ty , 
M d.

Re qu es ted co mpe tit ive an d 
excepte d em ploy men t by  
Stat e.

Pa yrol ls  b y  S ta te .

Tu rn ov er  b y  Sta te  (U ta h ). . 
Sepa ra te  location  figures by  

ci tiz ensh ip.

Fe de ra l em pl oy men t an d 
payrol ls by  co un ty 
(S hasta ) an d agency.

Em pl oy m en t by  age ncy  and  
St at e as  of March  or April.

Fe de ra l em ploy men t by  
agenc y an d ave rag e sala­
ries  for  specific  counties.

Pa yr ol ls  for in di vi du al  
St at es  each  m on th .

N um be ro f ret ire men ts  oth er  
th an  un de r Civ il Service 
re ti re m en t—su ch  as TVA 
an d For eig n Serv ice , etc.

Cross-c lass ificatio n of grades 
by  sex a nd  age.

App oi nt men ts  of doctors , 
sci en tis ts,  eng ineers , an d 
profession al persons.

Wom en in  San  Francisco-  
Oak lan d area .

COST OF PROG RAM

No  info rm ation  a va ilable .

Do .

No  sta tis tic s ava ila ble. (R e­
tir em en t su rv ey  conducted  
ev ery 5 yea rs.)

Ga ve  pe rcen t ove r 45 from  
re tir em en t s ur ve y.

Not  a va ilable .

No  st at is tic s av ail ab le since 
Feb ru ar y 1954.

Selected m et ro po lit an  areas 
only.

No  info rm at ion availabl e.

Gave pe rcen t for to ta l Un ite d 
Sta tes .

Gave est im ate s based  on e m­
plo ym en t an d average sal ­
arie s.

No  sta tis tic s avail ab le.
No  in for ma tio n availabl e.

Do.

Collected on ly  i n De cem ber.

Gave 1950 em ploy men t by  
co un ty  an d sala ries bas ed 
on full -tim e emplo yees in  
the 48 Sta tes .

Payro lls  are  coll ecte d for the 
com bin ed States  on ly.

Ret ire men ts  un de r Civil  
Serv ice on ly availabl e.

CS C re tir em en t ev ery 5 
yea rs ev alua tes to  indica te  
suc h stat ist ics.

No  stat is tic s on  ap po in t­
me nts by  occupations. 
On ly nu mbe rs  on rolls  as 
of su rv ey  d ate.

No  co un ty  da te  avail ab le 
for 1958.

Senator M agnuson. The total cost there would be $212,500?
Mr. Macy. Tha t is right, and tha t is broken down into four items:
(1) $82,500 for 19 additional positions tha t would be necessary to 

man this function;
(2) $31,000 for machine rental to establish the necessary equipment 

for i t :



INDEPENDENT  OFFICES APPROPRIATIONS, 19 62 79
(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 tha t we select;

(4) Then the final item, $15,000 for filing and othe r equipment t hat  
would be a par t of this system.

I emphasize this as a very important par t of the Commission’s 
budget needs because it would fulfill not only an operating, but a 
planning requirement tha t the Commission has needed for some time.

H O USE ACTIO N

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 Magnuson. Was this brough t up in the House?
Mr. Macy. This was brought up in the House.
Senator Magnuson. And turned down?
Mr. Macy. It  was not turned down specifically. The request for 

increased funds was reduced to the extent tha t funds are not sufficient 
to finance this additional activity. It should be pointed out tha t 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 Magnuson. I see the House makes no comment.
Mr. Macy. They make no reference to it at all, but the funds tha t 

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 tha t there would not be 
sufficient funds to inaugurate this new program.

Senator Magnuson. Because you were cut, this being a new pro­
gram, this would be the one thing tha t you would not take up?

Mr. Macy. This would have to be supplied. Tha t is the reason, 
for stressing this.

Senator Magnuson. All right.
Mr. Macy. Now, the second item-----

COMM ISSION FI EL D OFF IC E FU R NIT U RE

Senator Magnuson. Furn iture in the Commission’s field office; tell' 
us about tha t.

Mr. Macy. The need for this is pointed up by the fact tha t the- 
Commission is using furniture tha t in many cases is over 20 years old, 
furnitu re tha t was made available by  the public buildings custodians 
at the time tha t the Commission established its offices in many of 
these work locations in the field. Much of the furniture  is in areas 
tha t 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 a t a cost of $26,000. This item totals $175,000 and is listed 
in other objects under salaries and expenses.

Senator Magnuson. And this is the result, as I understand it, of a. 
survey tha t was made?

Mr. Macy. Tha t is correct, a detailed survey of all Commission L equipment.
7 1 0 3 6 — 6 1 --------e
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Senator Allott . Yon are no t going ou t and  buyin g a bun ch of 
these  $500 and  $600 desks , are you?

Mr. M acy. No, thi s would he handled  throu gh  the  nor ma l GSA 
pro cur ement  channe ls and  would he in kee ping with Go vernme nt 
sta nd ards .

Senator  A llott . The reason I asked is, as I visi t the offices of some 
of thes e Feder al agencies aro und the Go vernm ent, I find th at even 
ou t in the  field people  are sit tin g in sump tuo us  offices w ith  furn itu re  
the  like of which 1 could  no t get  in my  own office here if f tried , nor 
could I afford them in my own law office back home.  I ju st  wa nt  
to be sure  th at  this  is n ot  go ing into the  purch ase  of $1,000 desks and  
expensive equ ipm ent .

Mr . M acy. We can assure you  of th at . This is rea lly  to provide 
us with equ ipm ent th at  is suff iciently  mo der n to overcome a serious 
deficiencv th at  we now have.

Mr. W illiam s. Th e desks we bu y cos t un de r $100.
Senator  A llott . I do no t have an y objec tion to th at .
Mr . W illiams. These  average  ab ou t $80 to $85 a desk.

B E N E FIT S FOR IN C R EASE D  PERSO NNEL

Mr. M acy. Th en  th e thiijd item,  Mr. Ch air ma n, rel ate s to the 
fam ilia r m at te r of benefits for the inc reased  personnel , and  th at to ta ls 
for the item s th at are  covered here , $26,500. These  t hree  items  tot al  
$414,000, and it is tha t res torat ion  o ut  of t he  $800,000 cu t th at we a re 
reques ting .

Senator  M agnuson. Wha t is th e reason  for  the addit ion al am ou nt  
for contr ibu tions?  Is this because you did no t est im ate  the number 
of employees , or  are  these new employees?

Mr . M acy. This is to cover th e ad di tio na l employees th at res ul t 
from  the increase in posi tions.

Senator  M agnuson. An tic ipa ted  pos itio ns?
Mr . M acy. That  is correct.
Sena tor  M agnuson . Tha t you  will have  if the budget am ou nt-------
Mr. M acy. If  our req uest befo re yo ur  comm itte e is au tho rized .

L im it a tio n  on A d m in is t r a t iv e  E x p e n s e s

Now, the  on ly o th er  item  on which we are re quest ing  your  considera­
tion for res to ra tio n is a sepa rat e fund th a t cons titutes  a lim ita tio n on 
ad min ist ra tiv e expe nses  under th e emplo yee s’ health benefit s fund, 
and  there th e Commiss ion req ueste d $1,148,000. The House  has  
autho rized  $1 mill ion, and  we are  req uesting  the resto ra tio n of the 
balance of $148,000.

A word of bac kgrou nd on thi s migh t be helpful. This is the firs t 
year the  Commiss ion has req uested a congressiona l lim ita tion for 
ad mi nis tra tiv e expenses. Un der the law th at  was passed in 1959, 
the re was no lim it esta blished  for fiscal years  1960 and  1961. The 
Commission was  perm itted  to meet thes e expenses ou t of the  Federal  
gro up life insu rance fund, and  the  lim ita tio n on admi nis tra tiv e ex­
penses was to st ar t run nin g in fiscal year 1962. A guide was placed 
in the  ac t for admi nstra tiv e expenses of 1 per cen t of the  to ta l con­
tribu tio ns  to the  fund .

If th at  1 perce nt were applied  thi s fiscal year—1961, the  ceiling 
would be $3,178,000.
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Senator Magnuson. So you are under the limitation?
Mr. Macy. Yes. We are less than 50 percent of the limitation 

tha t 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 will 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 tha t so-called open season had to be developed with administra ­
tive expenses during the current fiscal year. Using our current fiscal 
year experience, it is our belief tha t in fiscal year 1962 that we will 
need roughly the same administra tive 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.

R e t ir e m e n t  F un d

Senator Magnuson. Now, Mr. Macy, I see the House mentioned 
the re tirement fund again.

Mr. Macy. Yes, sir.
Senator Magnuson. There is nothing  in this budget for tha t 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 Magnuson. They added a proviso tha t the Civil Service 

Commission 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 
Bureau 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. Tha t language was apparently  inserted in the House in 
anticipation of pending legislation (H.R. 5432) tha t would eliminate 
the requirement  of the Commission making such a recommendation 
on an annual basis. This legislation would provide permanent 
authorizat ion for the cost-of-living increase tha t 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 t ha t they needed to anticipate  the passage of tha t legislation, and 
prescribed tha t the Commission make such an estimate on an annual 
basis and report i t to the Bureau of the Budget.

Senator Magnuson. It  should not be done until the passage of 
what they are anticipating?

Mr. Macy. Tha t would be my judgment .
Senator Magnuson. All right, any further questions?

ALLOCA TION OF INCR EA SE

Senator Allott. 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 t ha t correct?
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Mr. Macy. Tha t is correct, Senator. That is the first year of the 
Government’s contribution  to tha t program, which was enacted in 
the last session of the la st Congress.

Senator Allott. 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 tha t we have. What is your  s ituation on 
the workloads?

Mr. Macy. Was this an inquiry concerning the backlog of retire­
ment cases?

Senator Allott. No, your general work.
Mr. M acy. 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 reques t would sustain our workload 
at the anticipated  level.

Senator Allott. That is all I have.
Senator M agnuson. All right, thank you, Mr. Macy.
Mr. Macy. Thank you, sir.
Senator M agnuson. I appreciate your coming.
Mr. M acy. I appreciate the opportunity to tell our story.
(The following lette rs were late r received :)

Office of Civil and Defense Mobilization

E x e c u t iv e  O f f ic e  o f  t h e  P r e s id e n t ,
O f f ic e  o f  C iv il  an d  D e f e n s e  M o b il iz a tio n ,

O f f ic e  o f  th e  D ir e c t o r ,
Washington, D.C.

Hon. W a r r en  G. M a g n u so n ,
Chairman, Subcommittee in  Charge of the Independent Offices Appropriation Bill  for  

1962, U.S. Senate, Washington, D.C.
D ea r  M r . C h a ir m a n  : In fu rther response to  ce rtain questions raised dur ing the  

June  12 hearing  on our 1962 appropr iation requests , I am submit ting  herew ith 
information concerning the  National  Resource Evaluatio n Cente r and the  Small 
Business Adm inist ration represen tative with  the  cente r.

The basic mission of NR EC  is to develop and  provide da ta and analysis for  use 
in selecting, planning , implementing,  and t esting nat ional strategies and programs 
in the nonmili tary  defense field. An enclosure outlines more specifically the  
NREC functions  responsive to this mission.

Most of the executive departm ents and  agencies who have im por tan t emergency 
assignments sup port NREC by providing both da ta and personnel. In turn, 
NREC provides these  and  other dep artm ents and agencies with information on 
vulne rabil ity of resources and on probable att ack effects, as a basis fo r th eir work 
in mobiliza tion planning  an d in preparations  for  performance of their operational 
responsib ilities in a nat ional emergency.

For these purposes the NRE C opera tes a large electronic computer facili ty 
and has developed a magnet ic tape library of information which includes technical 
and  economic detai ls on a lmost every important type of resource, including man­
power, facilities , installat ions , and othe r resources. For the most pa rt,  NR EC  
has relied on th e normal sta tist ica l collection programs  of the  various d epa rtments 
and agencies. Agency representatives to NREC have in most cases been able to 
have  these program s extended where necessary to obta in special types  of info rma­
tion  needed for  vulne rabi lity  and damage est ima tes—for example, information on 
the  precise location of resources and on t hei r phys ical vulnerability charac teris tics.

The NREC agency representat ives are responsible for getting the  appropr iate  
da ta extr acted from agency records and inser ted in a standa rd format into  the  
NREC resource libra ry. In addition, the  agency representa tives  par ticipate in 
resource evalua tion studies based on various att ack assumptions . They interp ret  
resul ts of these studies for officials of the ir agencies. They  ascer tain the  types 
of information, computation,  and analysis  prod ucts  required by thei r agencies 
for emergency planning. They part icipate in the  development of analytical pro­
cedures a nd help co nduct  training workshops a nd orientat ion programs in damage 
assessment and resource evalu ation  techniques for personnel from all agencies.
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The Small Business Administra tion represe ntat ive to NR EC  is Mr. Curtis E. 
Anderson who, as an economist and industr ial specialis t, is a very effective 
NR EC  par tic ipant.  He has been par ticu larly activ e in organizing useful da ta 
on selected types of small business establishments for th e NR EC resource library. 
He has also made imp ortant  cont ributions to the  NREC s tud y and tra ining pro­
grams and  is now carrying a sizable load in prep arat ions  for simulation exercises 
in pos tat tack resource management. These  exercises will involve development 
of feasible production programs, within the  limi tations of surv iving resources, 
and to accomplish stipulat ed priori ties for end-item production . The  NR EC  
computer will perform the  data  m anipulation and recordkeeping on in pu t require­
ments  and resource availabilities,  while resource specialists will devise and test 
various solutions to bottlenecks and oth er problems and feed associated inp ut 
and  p roduction  decisions into the  exercise.

Like other agency representa tives  with  NREC, Mr. Anderson is engaged in a 
combination at  senior level of policy, liaison, analytica l, and managem ent task s. 
Thus,  his working days do ’ ot  fall in to a rout ine basis. Nevertheless, it may  be 
helpful to you to have a brief description of his activ ities  expressed in term s of a 
“composite day” which will reflect the  partic ula r emphasis  of his work over  the 
last  6-month period. For  this  period, approxim ately  50 perc ent of Mr. Anderson’s 
effort has been devo ted to the organ izatio n of production da ta on small pla nt 
categories of part icu lar  in tere st to the  Small Business Administ ration. With  t he  
help of personnel in his agency, he has been adaptin g for computer inp ut its  
sta tist ica l inform ation  on plant capacity , employment, and produc t experience 
in the  field of metalw orking  and precision equipment , and  has been compiling 
additional da ta  for  each facility on its exac t location, and physical  characte ristics 
from the  standpoi nt of weapon vulnerability. He has also been working up 
app ropriate classification codes for this resource catego ry to faci litate use of 
computers in the summarizing  and analysis of individual pla nt data.

Twenty percent of Mr. Anderson’s time is com mitted to his participation in th e 
development of NR EC mathematical  models and  computer inst ructions to sup ­
port the  resource management activitie s outl ined  above. His role is prim arily 
concerned with developing da ta requirements,  da ta coefficients, and  analysis 
procedures for use by computer programing and  formulation specialis ts. The 
balance  of Mr. Anderson’s act ivi ty is divided abo ut equally  (10 perc ent each) 
between NR EC  study projec ts, tra ining activ ity , and  program liaison with  his 
own agency.

Mr. Anderson  par ticipate s in the  regu lar study programs of NR EC  with  
par ticula r emphasis on analysis of small business capa bility and  maintains 
app rop ria te liaison within his agency on the appl ication of such studies to SBA 
problems. With  part icipation of SBA productio n and procurement specialis ts, 
Mr. Anderson has developed analys is procedures and inst ruct ions  on various 
aspects of a tta ck  analys is and  damage assessment for use on a manual basis and  
with  computer  assistance. From t ime to time, he is also called upon to p art icipat e 
in training program s. Like other NR EC  representatives, he must also keep in 
touch with policy and program developments within his agency as these rela te to  
futu re demands upon the  NREC da ta and  analys is capab ility.

The part icipation of agency represen tatives in the  various phases of NR EC  
act ivity has been a majo r ingredient in the  success and efficiency of this inter­
agency effort.

Sincerely,
Frank B. Ellis, Director.

Enclosure.

M is sio n  o f  t h e  N a tio n a l  R e so u r c e  E v aluati on  C e n t e r

The general aim in the  Nat iona l Resource Eva lua tion  Center is to develop  
da ta and analysis for selection, planning, implementing, and  test ing nonmili tary  
defense s trate gies  and programs.

More specifically, the  NREC is endeavoring  to:
1. Provide estim ates for preatta ck planning  for—

(а) surv ival opera tions following nuclea r att ack on United Sta tes ;
(б) resource  management following nuclea r att ack;
(c) mobilization support for limi ted wars; and
(d) resource allocations for—

(1) U.S. civilian requirements;
(2) U.S. military requ irements ; and
(3) allied requirements .
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2. Main tain a capa bili ty for pos tatt ack  estim ates of resource sta tus  to suppor t these same activ ities.
3. Perform resource evaluation studies rela ting to development of a stronger 

nonmilitary defense position ; specifically for—
(а) reduc tions in vulnerabili ty;
(б) training and tes t exercises to insure  opera tional readiness;
(c) economic warfare and othe r cold-war plans and  operat ions;  and
(d) assessing resource implications of national objectives, strategies,  plans, 

and readiness capabilities.
4. Par ticipate  with Departm ent of Defense in symm etrical analyses of United  States and allied versus Soviet bloc positions.
5. Provide estimates of economic and indu stria l impacts of maj'or public works programs, and major  economic, industria l, or technological changes.

D e p a r tm en t  of H ea l t h , E d u c a tio n , an d  W e l f a r e ,
P u b lic  H ea lth  Se r v ic e ,

Washington. D.C.Hon. W arren  G. M a g n u so n ,
U.S.  Senate,
Washington, D.C.

D ea r  Sen a to r  M a gn u so n : At the hearing before your commit tee on June 12, 1961, with respec t to  the 1962 budge t for  the Office of Civil and Defense Mobiliza­
tion, part icularly  the portion dealing with delegate agency requi rements, two 
questions arose which I believe are ent itled to some fur ther elaboration .

I believe the material  presented in the budget justif icatio n and the appeal from 
House action on the  budget give to you and  your committee a clear picture of the responsibilities delegated to the  Depar tment  of Health, Educatio n, and Wel­
fare in the  field of emergency hea lth and welfare—the work which we are now doing and our plans  for  the  future .

There  is, however, a technical problem in connect ion with  the  House action  
which I  am not sure was made  clear to you t hat  re lates to  the  funds designa ted for the  management  of the emergency medical stockpile.

The Depar tme nt of H ealth, Education , and  Welfare is gravely  concerned th at  
no funds  were p ro zided by  the House of Rep rese ntat ives  to  a dministe r and main ­
tain  th e p resen t emergency medical stockpile program and to cover the additional 
administ rative cost of acqu iring 500 additional civil defense emergency hosp itals . In the House committee repo rt i t is recommended th at  $6,567,000 be app ropriated for civil defense and defense mobilization func tions of Federal agencies, “* * * 
the  same amount  as was provided for thi s purpose in 1961.” Actually , the am ount provided for Federa l agencies in 1961 was $6,822,000 since $255,000 for the man­
agement of the  medical  stockpile, now delegated to this  Depar tme nt, was ap­
plied from “Salaries and  expenses, OCDM .” Since it was the  appar ent  int ent of the House committee to appropr iate  the sam e am ount as la st year, this  $255,000 should be restored.

Although the fiscal year 1961 base for this act ivi ty was $255,000, the  Depar t­
ment  believes th at  the  $415,000 request fo r 1962 is essent ial not  only to overcome 
obsolescence and deficiencies in the  existing prepositioned hospi tals bu t also to provide  for the add itional adm inis trat ive costs th at  will be required for the new 
procurement and  dist ribu tion  of emergency hospi tals proposed in the  House report.

At th e hearing , a question was raised as to the  desirabili ty of disposing by gift 
of supplies and equipment in the  stockpile, such as drugs which become or are about to become outda ted . We have fur the r explored this  problem since the 
hearing. We find th at  the  provisions of Public Law 152 dealing with the  dis­
position of surp lus proper ty do not cover proper ty which must  be replaced. Therefo re, if the  Congress wanted to make such donations  possible, it would be 
necessary to provide the  author ity  in the  language of th e appropriation or other act. Tf th e Congress decided to enac t such autho rity  it would be our int ent  to administer it by utilizing a competent and autho rita tive advisory comm ittee to 
assist in determining the  most effective and practic al dist ribu tion  of items which will require  replacement.

Sincerely yours,
J oh n D. P o r t e r f ie l d ,

Dep uty Surgeon General.
Sena tor  M agnuson. We will reces s un til  10 o’clock to hear  the  

Civi l Aeron aut ics  Boa rd.
(Wh ereupo n, at  2:30 p.m., Monday, Ju ne  12, 1961, the comm ittee 

recessed, to reconven e at  10 a.m ., Tu esda y,  Ju ne  13, 1961.)
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U.S. S e n a t e ,
S ubcom m it te e of t h e  C om m it te e  on  A ppr o pr ia t io n s ,

Washington, D.C.
The subcommittee met a t 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 MIN ETTI, MEMBER OF THE BOARD ; MORRIS
CHERTKOV, EXECUTIVE DIRECTOR ; JOHN  B. RUSSELL, CHIEF,
OFFICE OF ADM INIS TRA TION; IRVING ROTH, DIRECTOR,
BUREAU OF ECONOMIC REGULATION; JOSEPH C. WATSON,
DIRECTOR, BUREAU OF INTERN ATIONA L AFF AIRS; WARNER
H. HORD, CHIEF, OFFICE OF CARRIER ACCOUNTS AND STATIS­
TIC S; JOHN  H. WANNER, GENERAL COUNSEL; LEON H. TAN -
GUAYj ASSOCIATE DIRECTOR, BUREAU OF SAFETY; ROBERT L.
FROMAN, ASSISTANT DIRECTOR BUREAU OF SAFETY; JOHN G.
ADAMS, DIRECTOR, BUREAU OF ENF ORC EME NT; AND FRANCIS
W. BROWN, CHIEF HEARING EXAMINER

A m en dm en ts  and  J u st if ic a tio n s

Senator M a g n u so n . 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 le tter referred to follows:)

C iv il  A er o n a u tic s  B oard , 
Wash ington , D.C., Ju ne  12, 1961.

H o n . W a r r en  G . M a g n u so n ,
Chairman, Subcommittee in  Charge of  the Independent Offices Appr opr iat ion  B ill  fo r 

1962, Committee on App ropriat ions, U.S . Senate , Washington, D.C.
D ear Mr. Chairman: In response to your let ter  of June 2, 1961, the Board

believes that  the public inte rest  does requi re changes in H.R. 7445, the  independ ­
ent  offices approp riat ion bill for 1962, as passed by the House.

The Board requests th at  the bill be amended in three  respec ts: (1) to resto re 
the  reduc tion of $150,000 for “Salaries and  expenses” ; (2) to delete the  language 
from the bill which limits paymen t of subsidy for helicopter ope rations ; and  (3) 
to restore the reduction  of $6,900,000 for “Paymen ts to air carr iers .”

These changes are set forth  and  briefly explained in the  separa te sta tem en ts 
attach ed covering each of the Board’s two appropriat ion accounts.

85
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We appreciate  the opportu nity  afforded the Board to appe ar before you r committee to explain more fully the  changes requested in the House bill and to answer any questions which you or oth er members of the committee may have . Sincerely yours,
A la n S. B oy d, Chairman. 

CIVIL AERONA UTICS BOARD 
“ Sa la r ie s  an d  E x p e n s e s ”

(House hearings, pp. 706 to 837)
Page 5, line 14 of H .R.  7445 as repo rted  to the  House:

1961 appropriat ion_________________________________________ $7, 852. 500
1962 budget est imate ______________________________________  9, 050, 0001962 House allowance______________________________________  8, 900, 000Increase ( +  ) or decrease  (—) 1962 estimate over 1961 appropria­

tion____________________________ ______ __________ _____ +1 ,1 97 ,500Increase (+ ) or decrease (—) House allowance from 1962 es tim ate . + 1, 047, 500 Res toration requ ested_____________________________ _____ __  150,000

A M END M EN TS  R EQ U E ST E D

The Board requests the  following amen dments:
Page 5, line 21, st rike  out “88,900,000” , and insert “$9,050,000” .

H O U SE R EPO R T

“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 reduc tion of $150,000 in the  budget requests , and will give the  Board approximately  70 add itional positions to handle its increasing workloads. The comm ittee has not  allowed funds to increase sta tist ica l reporting  and  is of the  opinion th at  20 positions allocated to int er­natio nal activities are too many and can be redu ced.”

STA TEM EN T

The House report indicates th at  the $150,000 reduction  made by the  House in the  a ppro pria tion requ est for “Salaries and  expenses”  consists of $50,000 from elimina ting one of the  two special stud ies for which the  Board sought a total  of $100,000; and a reduc tion of $100,000 for the Boa rd’s sta tist ica l and  research activi ties.
The Board is charged by law with the  responsibility for encouragem ent and development of a ir transp ortation and to foster sound economic conditions in the indu stry . The airline industry as a service  ind ust ry 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 cann ot cross it s fingers and hope for improvement. Nei ther  can the Board  solve its problem s simply by processing the cases on it s docket, although th e cases mus t be processed.
In carrying out  its economic regu lato ry mission, there continues to be an in­creasing and urgent  need for the collection and evaluation of da ta to  formulate  policy dete rmin ation s. In this  connect ion, the  Board requested  funds for the  conduct of two special studies  under con tract with  outside  persons or firms. Specifically, for 1962 the  Board requested  $100,000 for the  conduct of studies concerned with  the estab lishm ent of “ Adequacy of Service Standa rds” and “The Role of Supplem ental  Air Carriers.” A brief explanatio n 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 increas ing importance with a res ultant  need for the  early  development of definitive  standa rds  for handl ing adeq uacy  of service cases. Such cases normally  involve issues concerned with  qu an tity of service (number of flights, equipment capa city , and class of service) and/or quali ty of service (scheduling, equipment types, performance, connec ting versus single plane service, passenger service, and other service facilities). A study is needed to determine  the  facts relat ing to the  basic problem s and information as
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to passenger t raveling hab its,  requirem ents  for service in varied type s of markets, 
and the economics of providing such ad equ ate  service. The scope of the  proposed 
study  might  extend into  several categories, including, among others, trun klin e 
services, local carrier services, long-haul markets , shor t-haul markets , competi­
tive  markets, and airline  scheduling  prac tices . In addit ion, the resu lts of this  
study should prove  valuab le in carry ing out the  Boa rd’s use-it-or-lose-i t policy.

2. The role of supplemental air carriers.— Imm edia tely following World War 
II,  the  Board, by exemption, granted certain limited author ities to  carry pas ­
sengers and cargo to certa in carriers who became known as irregular carriers. 
These opera tions continued in varying  degrees through the  per iod when the  Board 
had  before it for consideration  a case involving these  carrie rs and known as the  
large irregu lar case. This case was par tia lly  decided in 1955, and finally in 1958. 
As a resu lt of this decision, certa in of the irregular  carriers were cert ifica ted for 
certa in types of operat ions and became known as supp lementa l carrie rs.

In 1959, the  U.S. Circu it Court of Appeals  decided th at  in granting these  
certificates the  Board  had exceeded its au tho rity . This decision had  the  effect 
of invalidatin g the  suppleme ntal certificates.

In 1960, for the  purpose of neut raliz ing the  effects of the  court decision, the  
Congress passed  sho rt-term  legislation whose purpose was to continue these  
carriers in s ta tus quo as supplemental carrie rs in spite of the court for a sufficient 
time to permit  the Board to reexamine the  e ntire problem.

During all the  period from 1945 to  this  date , there has been a consistent effort 
by these carrie rs to expan d the ir author izat ions to carry  passengers, mail, and 
cargo, both domes tically  and inte rnationally . Concurren tly, the re has been a 
concerted effort  by the  opera tors holding trun klin e certifica tes to force back  the 
operations of the  supplementals  on the  grou nd th at  the ir operation s are duplica­
tions of the franch ises granted  to the  tru nk  opera tors.

The competit ive dispu te between  both classes of carriers has been extrem ely 
difficult to solve, and economic da ta  in sup port of both points of view has been 
assembled and  sub mitted to the  Board in tremendo us volume.

Thus,  after nearly 16 years of struggling  with  this problem,  the  Board still 
has before it a complex series of dispu tes rela ting to what should be the  proper 
sta tus  for a class of carriers  whose existence  will t erm inate when the  shor t-te rm 
legislation enacted  in 1960 expires in March 1962.

For these reasons, the  Board proposes to underta ke a study  to aid it in de­
veloping policies, procedures, and standard s to guide it in acting upon matter s 
relat ing to the  role of these carriers . The examination would include a study of 
the role of these carriers in the  field of ch arter carriage of p riva te business, carriage 
of indiv idually ticketed  shipments and  passengers, con trac t carriage for the  
Defense De par tment  during  peacetime and  also during emergency mobilization, 
and of the  imp act  on scheduled as well as suppleme ntal carrie rs of mark ing out  
a segment of business for carriage by supp leme ntals  and of re lated issues.

The 1962 budge t est imates also req uest  $100,000 and 10 posi tions for Stat istic al 
and Research activi ties. This increase is necessary in suppor t of the  Boa rd’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 the ir assistan ts, hear ing 
examiners, and  opinion writers—which must be performed by staff  free of prio r 
involvement in such cases. The Boa rd’s program for 1962 provides for an in­
crease in the num ber of route cases placed into process as well as expediting rate 
cases and  oth er matter s. This will increase material ly the  need for techn ical 
assistance.

Two additional positions are requested to assist in improving the  qua lity  and  
timeliness of periodic  and special purpose sta tist ica l reports  essential in the 
day-to-day  operation s of th e Board and  its staff.

Two additional positions are requested  in 1962 to process more adequa tely  the  
existing passenger orig ination-destination  and  traffic-flow surveys and to provide 
for the  ant icipat ed increase in passenger survey work.

Three  additional positions are requ ested in 1962 for planning domestic and  
internatio nal  air  cargo surveys.

There are clear indications  th at  s trik ing  and unprecedented deve lopments will 
occur in air cargo during the next few years. These are expected to resu lt, first, 
from a gre at increase  in the capacity offered by the  airlines for the carriage of 
cargo—which has already  sta rted; second, from the  hoped-for redu ction in ship­
ping rates to be made possible by the  substantially lower un it ope rating cost 
promised by new “g ian t” all-cargo air cra ft types now in prod uction (and actually  
on order) or in the  plann ing stages ; and , thi rd,  from the  pot ent iall y significant
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reduc tions th at  are believed can be made in total  dist ribu tion  costs (arising from 
reduced inventory or pipeline costs, warehousing costs, crat ing costs, spoilage 
costs, damage  insurance costs, losses in transi t, and transshipping costs).

Faced with the  prospect of a potent ially  enormous increase in air  cargo volume, 
it must be anticipa ted th at  air cargo O. & D. da ta  for both domestic and  inter­
natio nal opera tions will become as essential in t he  route and bilateral negotiat ion 
work of the  Board as  air passenger O. & D. d ata now are. The absence of O. & D. 
inform ation on commodity shipments by air  was rece ntly  identified as a major 
gap in tran spo rta tion stat istics in a sta tem ent prep ared  in the  Bureau of the  
Budget for the Lesinski Committee on Census and Government Statistics .

An a ir cargo O. & D. survey cannot be brough t into  being overnight.  From 
the  star t of serious planning, at  least a full year would be necessary, working in 
cooperation with  the  airlines, to develop and  tes t the collection and processing 
procedures (including electronic  da ta processing). If planning sta rted with  the 
beginning of fiscal year 1962, the first survey da ta  would not  be available  unti l 
January 1963 or later . It  is proposed, therefore, th at  the  three additional posi­
tions be provided in 1962 for planning domest ic and  inte rnational air  cargo 
O. & D. surveys  to be implemented in fiscal y ear 1963. For actu al performance 
of th e surveys beginning in 1963, a fur the r increase  in staff for th at  year would 
be necessary. However, the  actual tot al staff  needed  for the  air cargo O. & D 
surveys will have to be determined aft er more detai led planning has been 
completed.

The House repo rt s tate s th at  the c ommittee  “ is of th e opinion th at  20 positions 
allocated to international activi ties are too many and  can be reduced.” The 
actua l situation is th at  we are having difficulty keeping up with  the  work with 
20 positions.

Work in the  field of internationa l operations is steadily  increasing in volume, 
complexity, and importance. The foreign-flag carrie rs are provid ing a very sub­
stantia l and cons tant ly increasing degree of c ompetitio n with U.S. carrie rs on all 
principa l inte rnational routes.  A growing num ber of foreign governments have  
shown a tendency  to curb  U.S. carrie r operation s in order to pro tect the ir own 
airlines and in a desire to achieve more extens ive and  deeper pen etra tion  of the  
U.S. market. This  situ atio n is becoming more acu te with  the  introduction of 
jets  and affects no t only internationa l tru nk  operations of U.S. carrie rs bu t the ir 
domestic opera tions  as well.

In recognition of the  increased impo rtance and emphasis the  Board is placing 
on its activ ities  for meeting the  operating  problems arising in the  internatio nal  
civil av iation field, the Board recently elevated  its inte rnational staff to the level 
of a Bureau.

Since U.S. bila tera l agreements  and reciprocal or unilatera l air righ ts govern 
the  international air  operat ions of our  U.S.-flag carriers almos t entirely , the  Civil 
Aeronaut ics Board must be prepared  at  all times  to advise the  Depar tment  of 
Sta te on the ir negotiatio n and inte rpreta tion. Object ives for 1962 are (a) to 
negotiate bila teral  agreements with countries where heretofore none have  exis ted, 
(b) to renegotiate expired  or denounced agreements to a mutually satisfac tory  
conclusion, (c) to consu lt with the Depar tment  of Sta te on m atte rs of in terpre ta­
tion and operating  problem s arising in connec tion with existing agreements  to 
the end th at  U.S.-flag carriers receive rou te grants  and  operating  righ ts 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 redu ction in this staff would seriously affect the  Board’s work in 
this  impor tan t area of activ ity.

In addi tion  the Board has the prim ary responsibili ty for the preparatio n of 
U.S. po sitions for meetings of inte rnational bodies such as the Internatio nal  Civil 
Aviation Organization (ICAO), 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 Intern ational Affairs 
is th e focal p oin t in th e Board for this  work.

The Board believes th at  funds for both stud ies and the 10 positions for the  
Research a nd Sta tist ica l ac tiviti es are essentia l to  effectively  carry out the  Board ’s 
1962 program and  requests th at  full restora tion  of the House reduction  be made.



INDEPENDENT  OFFICES APPROPRIATIONS, 19 62 89

CIV IL AER ONAUTICS BOARD 
PAY M EN TS TO  A IR  C A R R IE R S  

(House hearings, pp. 706 to 837) 
Page 5, line 22, of II.R . 7445 as reported to the  House:

1961 appropr iati on_________________________________________ $82, 500, 000
1962 budget e stimate_______________________________________  81, 700, 000
1962 House allowance______________________________________  74, 800, 000
Increase ( +  ) or decrease (—) 1962 estimate over 1961 app ropria­

tio n____________________________________________________  —7, 700, 000
Increase ( +  ) or decrease (—) House allowance from 1962 es tim at e._ —6, 900, 000 
Res tora tion  re que sted ______________________________________  +6 , 900, 000

A M EN D M EN TS R E Q U E S T E D

The Board requests  the following amendmen ts:
On page 6, line 2, strik e ou t “$74,800,000” , and insert “$81,700,000” , a nd on 

page  6, lines 2, 3, and  4, strike out  “of which not  to exceed $5 million shall  be 
avail able  for  subsidy  for helicop ter operation s during the fiscal yea r,” .

H O U SE R E P O R T

“The bill includes  $74,800,000 for pa ym ent  of subsidies to  local service, Alaskan 
and  helicopter a ir car riers, which provides $7,700,000 less than  1961 an d $6,900,000 
below th e budget estimate. The Committee  cautions  th e Board  abou t ce rtify ing 
more carrie rs in Alaska where the number should be consolida ted instead  of c rea t­
ing a new su bsidy  every time  an additional one is cer tified. This is also the  las t 
year the  Committe e plans to recommend funds  for subsidy for helicopter opera ­
tions  and the amoun t in 1962 for this purpose has been reduced from the $6,900,000 
bud get  est ima te to $5,000,000 and earm arked in the  bill at  not  to exceed this 
amount. The to ta l a mount  of subsidy p aid ou t since 1953 to the  th ree helicopter 
carr iers receiving subsidy will be more than  $36,000,000 including the  reduced 
amoun t included  in the  bi ll for 1962.”

The appropriat ion requested  for “P aym ents to air  carr iers” in 1962 is in the  
to ta l amoun t of $81,700,000 and reflects the  Board’s estimate of the  fund s th at  
will be required to pay  the carr iers ’ bills as the y become due under rat e orders  
now in effect or expected to be in effect during the  fiscal year 1962.

Review of these  estim ates  indicates t ha t the y are as accu rate  as we can reason­
ably pro ject  a t this  time, t aking into acco unt the  m any variab les involved. Our 
review does not  indicate any  basis for downward adj ust me nt of the  est imated 
app rop ria tion requ irem ents  of $81,700,000.

With respe ct to helicopter opera tions, the  provision  in the House bill limit ing 
to $5 million the  port ion of the appropriation which is to  be available for paying 
subs idy for helicopter  ope rations during 1962, th e Board  is faced with  a  di lemma.

The Board was faced with a somew hat similar situat ion  in 1955 when in the  
course of considera tion by the  Congress of the  estimate for “P aym ents to air 
carr iers” for 1955, question was raised as to the  legal effect upon  the  Board’s 
autho rity unde r section  406 of the act  to  fix a nd determine r ates of compensation 
for the transp ort ation  of mail, including need, of a lim itat ion of the  am oun t appro­
pri ate d by the  Congress for the pay ment of subs idy included in such rates. As a 
consequence, the  Board su bmitte d the ma tte r to the  Acting Comptrolle r 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 author ity  to deter ­
mine the  fa ir and  reasonable rates of compensation for the  t ran spo rta tion of mail 
by airc raf t for each  carr ier certified to carry mail, including the need of each 
such carrier where such need is determin ed to exist  within  the meaning of section 
406(b) withou t regard to whether there  are, a t the time of such determ ination , 
appropriat ions available sufficient to cover the  amo unts which may become due 
under the rate s so fixed?

“ (2) Under the ex isting provisions of section 406, does the a mount  of a carrie r’s 
need, i.e., subsidy, determined by the Board  pu rsu an t to section  406(b) and in 
accordance with  the  standa rds  therein set  for th, const itu te a valid  legal claim 
aga inst the  United State s, regardless of whe ther  ther e are, at  the time of deter ­
mina tion, appropriat ions available sufficient to cover the amounts which may 
become due the  carr ier pu rsu ant to such det erm ina tion?”
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In reply, the  Acting Comptroller  General in opinion B-103841, dated  October 
6, 1954, advised in pertin ent  pa rt as follows:

“The sta tut ory direct ion that  the Board fix and determine  fair and  reasonable  
rate s is in depe nden t of the direction th at  the Pos tma ster  General  pay such rates 
for the transp ortation of mail by a ircraft. The  rate s are not  earned, and nei ther 
the  Pos tmaster  General nor the Board incurs  an obliga tion to pay  them , unt il 
mail has been tra nsported.  In other  words, determination of rates is disassoc iated 
not  only from the  function  of payment b ut even from the  incurrence of obligation. 
Hence, I am of the  view t hat  th e existence or nonexistence of appropr iations  does 
not  in any way res tric t o r interfere with  the rate making duties of th e Board.

“W ith respect to your second question, you express no do ubt  as to your a uth or­
ity  to sa tisfy p roper  claims for the  subsidy portion of the fixed compensation, * * * 
where appropriations  have been made available.  Whether, in the  absence of 
appropriation s to satisfy  them, those claims con stitute  valid legal obligations  of 
the United  States is a hypo thetical question, which involves a supposit ion th at  the  
Congress will no t app ropriate funds ade quate  to cover the  objects in question. 
This office has cons isten tly declined to render  decisions in such cases.”

The Board is not now prepared to  say  w hat  ac tion i t will t ake  under the  limi ta­
tion imposed by the  House bill. Notwi thstanding the Acting Comptrol ler 
General’s opinion th at  the  ratemak ing dut ies of the  Board are not  rest ricted, 
the  limi tation would require serious study  and  consideration  by the Board. 
Obviously, however, the  Board  will not  make  p aym ents  to the  helicopter carrie rs 
in excess of whatever limi tation the  Congress may establish.

The Board believes th at the helicopter operation s it has certif icated and  the  
subsidies expended for opera tions  u nder those  certificates have been in the  public 
interest. In  this connect ion, there is att ached a sta tem ent on helicopter opera­
tions in support of t he  cur ren t subsidy level for such operat ions.

The Board  urges the Senate to delete  the  limit ing language from the  bill.

STA TEM EN T R E H E L IC O P T E R  O PE R A T IO N S

At the  present time  there are three carriers operating with  helicopter (ro tary 
wing) airc raf t which provide services in thre e major metropolitan areas, Los 
Angeles, Chicago, and  New York. These carrie rs have been in opera tion since 
October 1, 1947, August 20, 1949, and October 15, 1952, respectively.

The  helicopter carrie rs were certifi cated for three specific purposes: (1) To 
expedite  m etropoli tan mail deliveries to  t he  central post  office; (2) to assist in the  
development  of rotary-wing airc raft  for nat ional defense purposes; and (3) to 
determ ine the  feasibi lity of tra nsporta tion -of  passengers, in addi tion to mail and 
prop erty , between the  centers of cities o r the ir airports  to subu rban  and  outlying 
areas.

The services of these carriers  have been utilized continuously  by th e Pos t Office 
Departm ent.  The Dep artm ent  of Defense has recognized the ir con tribu tions to 
the  development and opera tion of the  mil itary helicopter airc raft . Recen tly, it  
has been estim ated  t ha t the  cash savings to mil itary operators  resulting from th e 
service experience of the  scheduled helicopter carrie rs exceeds substan tial ly the  
entire subsidy already  paid  these operators . Whether or not  the dolla r est imate  
is accu rate, it is clear th at  the minimum savings to the  m ilitary are sub stan tial  in 
relation to the  subsidy cost for the  service. Apart from the  milit ary suppor t for 
the  service, civil defense authorities have also testified in helicopter renewal cases 
of the  value of the ir services to civil defense, especially in the  event of an 
emergency.

In the  New York  A irways Renewal case, docke t 8569, which was decided by the  
Board on Marc h 17, 1960, th e Honorable F. H. Higgins, then  Assis tant Secre tary 
of the Army (Logistics), authorized  pu ttin g into th e record  the following state me nt:

“ 1. New York Airways, along with  oth er commercial helicopter operation s 
employing a ircraf t incorpora ting components common with those utilized by the  
Army (engines, clutches,  transmissions, drive  shaf ting,  rotor hubs, blades, etc.),, 
has contributed  materia lly to the  overall  development of these items in terms of 
service life. The  scheduled helicopter operation , with  att endant  high airc raft  
utiliza tion rate accum ulates operating  experience at  a far greater  rate tha n is 
possible through  norma l Army peacetime operating experience.

“2. New York Airways has par ticipated with  the Army in providing tra ining 
to Army personnel und er the  industria l mobilization train ing program (phase B). 
In addition  to actu al flight operat ions, these train ees are acqu ainted with  oth er 
aspects  of helicopter service such as traffic managem ent, accounting  procedures, 
ground  handl ing metho ds, helicopte r main tenance, etc .”
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In the Chicago Helicopter case, docket  6600, in which the  Helicopter Air Service, 

Inc., certificate was renewed, decided Jun e 7, 1956, the Civil Defense Adminis­
tra tio n is qu oted  in the opinion as sta ting:

“The Civil Defense Administ ration sup por ts generally the  helicopter service in 
thi s area (Chicago) and  maintains  t hat  the  Board should give app ropriate weight 
to  the value of such service for civil defense.”

All three helicopter  carrie rs a re now carryin g passengers as well as p roperty  and 
mail. New York Airways, Inc., commenced transp ort ation  of passengers in July  
1953; Los Angeles Airways inau gurated passenger service in November  1954; 
Chicago sta rte d passenger service in November of 1956. In calendar year 1960, 
these  3 helicopter carriers transported a tot al of 490,000 passengers, an increase 
of 113 percent over calendar year  1958.

With  the  adv ent  of jet  service, tran sco ntinen tal  flights tak ing  approximate ly 
4% hours have  li ttle meaning if from 1 to 2 hours is required for the surface tra ns-
Sortatio n upon departu re or arriv al of dest inat ion. There  is increased use of 

elicopters 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 communitities .

The subsidy of these carriers stems from the facts:
(1) They had  l imited  revenue from passenger operations due, in p ar t, to equ ip­

ment limi tations.
(2) They are still in an early  stage of development and  present airc raf t have 

high cost characteris tics.
(3) The airl ift type itself is in a highly tran sitiona l sta te.
An u ltim ate  increase in revenue from the  t ran spo rta tion of passengers is antic i­

pated through  th e development of helicop ter airc raft  capable of car rying a  gr eater 
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
mate ly 100 perc ent over  the largest piston-engine types . It  is projected th at  
these  tu rbine-powered helicopters , carrying abo ut 25 passengers, will have a direct 
seat-mile o pera ting cos t of approximately 12 cen ts compared to the  approximately 
29 cents p er seat-mi le direc t opera ting cost of reciprocating engine tra nspo rt heli­
copters now in use commercially, the  largest of which are within the  10- to 15- 
passenger configu ration.  The Board  announced  in a press release, dated Jan uar y 
31, 1961, approval in principle of an applicat ion for Government gura ntee  of a 
loan for five Boeing V-107 airc raft  for New York Airways. Applica tions for 
Government guarante e of loans to purchase Sikorsky S-61 airc raft  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 tha t for a full ye ar of operat ions  bv all thr ee carriers w ith turbine-  
powered equipment, the  subsidy bill would approximate  the following:

Mill ion
Chicago _______         $3.0
Los Angeles_______________________________________________________  2. 6
New York Airways_________________________________________________  3. 5

To tal......... ......... ........... ............... ........... ............. _................... ...........  9. 1
Assuming th at  the  thre e carriers  place the  turbin e equipment into service on 

or abo ut the  dates indicated in the ir loan gua rantee applications, it appears  t ha t 
the  subsidy bill for the  fiscal year  1962 would approximate the  $6,941,000 figure 
budgeted by the  Board for the fiscal year. However, as indicated in the  to ta l 
mentioned above, for a full year  of opera tions by all thre e carrier? with turb ine-  
powered equipment, the  bill is forecast a t a bout $9,100,000.

While it is hoped th at  the  subsidy bill would decline from the $9,100,000 
amount  as experienced was gained by the  three operators with the  new typ e of 
airc raft,  par ticu larly in view of the  fact  th at  these airc raft  are capable of tra ns ­
port ing as much as 25 passengers  at  this time, it is impossible to pred ict with  
cer tain ty what the  actual  tren d in the  subs idy requirements  may be. Only the  
actual  operating  experience will prove the  capabiliti es and the  economies of 
turbine-powered helicopters in commercial  service. In any even t, the  reequip­
men t program is essent ial to permit  continuation of the  helicopter  exper iment  
with  th e realizab le public benefits heretofore  described.

Over and above the  limited certif icate  authorizations, the  Board has reta ined  
jurisd iction over the carriage  of passengers by authorizing these  services  on an 
area  basis. If the carr ier desires to make a flight pa tte rn change , it must be 
obta ined  under the  area exemption autho rity  with  express Board approval. In 
this  way the  Board has been able to screen any requests for addit iona l service and  
to avoid excessive service which might resu lt in  unwarra nted subsidy .
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Should the  Congress conclude th at  puDlic benefits from the cur ren t helicopter 
operations do not warrant any increase in present subsidy levels, the Board  could 
tak e appropriate steps  to so cu rtai l operations as to keep subsidy required within 
these limits. However, this  would preclude any  extension of cur ren t service by 
the  thre e carriers  and  would require  certa in service and  equipment cont ract ions . 
It  would, of course, also inhibit  the  establish ment of any  new services such as those 
for which appl ications are now being heard in the Washington, D.C., Helicopter 
case, docket No. 11941.

The technical development of the helicopter is continuing, as noted above in 
the  discussion of the new turb ine-powered  helicop ter. Prototypes are now flying 
of the  so-called STOL (short  takeoff and landing)  and the  VTOL (vertical takeof f 
and  landing) which may play a n im por tan t part in ai r transpo rta tion in the futu re.

The Board believes th at  the  certification of these  three helicopter operations 
in Los Angeles, Chicago, and New York has amply fulfilled t hei r role in foster ing 
the  development of air transportatio n, and th at  their operation s have  been and  
will continue to be in the  publ ic in teres t.

Gen er al Sta tem ent

Senator  M agnuson. We welcome all the  othe r members  of the 
Board .

Fo r the  purpose of the  reco rd, your  1961 approp ria tio n was 
$90,352,500. Th e firs t budget sent  up in Ja nu ar y was $90,650,000. 
Th en  the  am end ed budget add ed $100,000 to th at , ma kin g it  
$90,750,000. And  the  House allow ed you  $83,700,000, or minus 
$6,652,500 from  the  ye ar  1961 ap prop ria tio n and  min us $7,050,000 
from  the  1962 amend ed budget . And the res to ra tio n th at  you are  
suggesting  is $7,050,000.

You have a sta temen t, Mr . Boyd, you would like to prese nt to 
the  com mit tee?

Mr . B oyd. Yes, sir.
Senator  M agnuson . All rig ht ; we will be glad to hear it.
Mr . B oyd. With  your  permission, I will rea d the  sta temen t.
Senator  M agnuson. Yes.

RESTOR ATION RE QU ES T

Mr. B oyd. We app rec iate very much thi s op po rtun ity  to ap pe ar  
before the  subcom mi ttee tod ay,  Mr . Ch airm an  and Se na tor  Al lot t, 
in supp or t of the  Bo ard’s two sepa ra te approp ria tio n req uests  for the  
1962 fiscal yea r.

S a la rie s and  E x p e n s e s

The first  is a req uest for $9,050,000 for salaries and expenses . The  
Hou se of  Repres en tat ive s a pprov ed $8,900 ,000, a reduction  of $150,000 
from  the es tim ate . We are  req uesting  th at th is am ou nt  be res tor ed .

DELETION OF LIMITATION ON HELICOPTER SUB SID Y

The second is a req uest for $81,700,000 for paym en ts to  air  c arr ier s 
for subs idies. The House  of Re presen tat ives  app rov ed $74,800,000,  
a red uction of $6,900,000 from the es tim ate . We are also ask ing  t hat 
this r edu ction be res tored. Also in con nec tion with the ap prop ria tio n 
for paym ents to air  car rier s, the Hou se has  insert ed  langua ge in the 
bill lim iting the am ou nt  of t he  ap prop ria tio n ava ilable  for subsidy  for 
hel ico pte r opera tions  durin g the  fiscal ye ar  1962 to  $5 mill ion.  We 
are  req uesting  t hat th is lang uage be deleted from  the bill.
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We are gratified tha t 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 tha t ours is an austere 
budget, in tha t 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 indus try 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 tha t for the record.

Senator Magnuson. All right,  submit tha t for the record.
Mr. Boyd. And the growth of the carriers will also be submit ted for the record.
I would like to point out tha t the supersonic tra nsport age is now 

staring us in the face.

O per a tin g  Sta ti st ic s fo r  1960

A look a t the operating statis tics for the 52 certificated carriers— 
•other than supplementals—shows tha t 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  transporta tion 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 transporta tion 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 
interest, but  after special items ami taxes, or 3.22 percent on invest­
ment, and only 0.31 percent on operating revenue. Net income after 
intere st is es timated 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 responsibil ity for the encouragement and development of air 
transportation, and to foster sound economic conditions in the 
industry.

S O L U T IO N S  TO  IN D U S T R Y  P R O B L E M S

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 
processed. It must n ot only meet the problems of today, but it m ust 
look ahead and plan to meet the problems of tomorrow.

BACK LOG OF  U N C O M PL E T E D  WOR K

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 criticized for shuffling 
too many papers and for delays in its case processing, virtually  every­
thing the Board does is required by sta tute as are also the basic 
procedures involved. Under the statutes , the Board mus t process 
the applications and equivalent mat ters  presented to it. It  cannot 
rid itself of these matt ers by not taking action. Even dismissal of 
matt ers itself takes staff time and must adhere to statutory  procedures.

E X P E D IT IN G  WORK OF  T H E  BO ARD

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 improvements 
including sta tuto ry changes, policy changes, additional delegations of 
authority  to the staff and procedural shortcuts.

O rg a n iz a tio n a l  C h a n g es

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 transp ortation 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 adminis tration of all licensing and carrier agreement activities.

The establishment of a new Bureau of International Affairs in line 
with the increased impor tance and emphasis the Board is placing on 
its activities for meeting the operating problems arising in the inte r­
national  civil aviation field. We mus t make every effort to assure

710 36— 61—— 7
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tha t U.S.-flag carriers 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 Special Assistant for Commu­
nity Relations to concentrate on such matters as adequacy of service 
problems.

I m pr o v in g  Sta tis tic a l  T oo ls  an d  D at a P r o c essin g

Because of the great masses of stat istical , 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 statist ical tools and methods of processing this  data.

Recent studies by a staff committee indicate tha t a substantial 
amount of employee time is currently  being used in the manual proces­
sing of factual material. In large par t, 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  punchcard equipment to an electronic 
facility. Once this conversion has been accomplished, its ultimate 
effect on overall Board produc tivity  should be equivalent to a sub­
stantia l increase in staff. We expect this program to begin paying 
dividends commencing during the fiscal year 1963.

H ouse  C o m m it tee  R epo r t

At this point, I would like to address myself to the House disallow­
ance of $100,000 for the Board’s sta tistical and research activities.

Senator Magnuson. Mr. Chairman, right there, the House com­
mittee in their report said, and I quote from page 4:

The Committee has not allowed funds to increase stat istical  reporting and is 
of the opinion that 20 positions allocated to international  activ ities are too many 
and can be reduced.

I am n ot quite clear whether there were 20 Deople in international 
activities or in the statistical division; or are they separate?

Mr. Boyd. These are separate .
Senator Magnuson. Separate?
Mr. Boyd. Yes, sir.
Senator Magnuson. In other words, the House is talking about 

two things there?
Mr. B oyd. Yes, sir.
Senator Magnuson. One, statistical reporting, and the other, the 

20 people in international activities?
Mr. Boyd. Tha t is correct.

R E S T O R A T IO N  O F D IS A L L O W A N C E  F O R  S T A T IS T IC A L  A ND  R E S E A R C H  
A C T IV IT IE S

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 tha t the interre lation­ship of virtually  every phase of the Board’s work is such tha t an in­adequacy in one part of the Board’s organizational structure will create a bottleneck and adversely affect o ther parts. It  is essential tha t balance in staff assignments must be maintained at all times and be f requently adjusted.  This is the premise on which the estimates for 1962 were constructed.

Senator Magnuson. 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 tha t the $100,000 you are talking about?
Mr. Boyd. No, sir.
Senator Magnuson. It is not. All right.

W O R K  U N D E R  S T A T IS T IC A L  A N D  R E S E A R C H  A C T IV IT IE S

Mr. Boyd. The work performed under the “Statistical and re­search” activi ty 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 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, conducting an economic research program to improve the understanding of economic characterist ics of the air transpor t industry, and evaluation of air transport  and other economic trends to keep the Board and staff informed of significant industry develop­ments.
Our program for 1962 provides for a higher level of accomplishment in the routes , rates, and other economic areas which, in tu rn, will re­quire meeting the increased need for statis tics 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.
Senator Magnuson. Now, the  $100,000 you are talking about there is purely for the  statistical work which you have been discussing?Mr. Boyd. Tha t is correct, sir.
Senator Magnuson. All right.

S T U D IE S  P E R F O R M E D  ON C O N T R A C T U A L  B A SIS

Mr. Boyd. 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 establish­ing a small planning staff and to augment the limited capabilities of this small staff in accomplishing high prior ity studies by enter ing 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 Allott. At tha t 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 primarily 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? I would like to add, 
before you answer this, tha t 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 ough t to cause any of us to s tar t 
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?

IN C R E A SE S IN  P E R S O N N E L

Mr. B oyd. 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 civil aviation.

I should point out in this connection tha t for many years the 
Board was bled 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 tha t on the other hand, we have been “behind the 
eight ball” from the word “go” on the number of safety people th at 
we should have, and the Congress has felt we should have, but has 
never appropriated the money for.

Am ounts  A ppr o p r ia t e d

In the last 2 or 3 years, Congress has evidenced-----
Senator Magnuson. Let ’s stop right there.
I read the o ther day in the paper some private safety group talking 

about air accidents and the conduct of the airlines, and they ended 
up by saying tha t 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 tha t we have not given you the amount of money 
for your work th at the budget has asked for.

Now, le t’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 p retty close 
to the budget amount in every case in all the years I  have been here.

Mr. Boyd. Now let me say this-----
Senator Magnuson. Now, this is not our problem, what you 

fellows do down at  the Budget.
Mr. Boyd. Well, that  is very true.
Senator Magnuson. And on many occasions, and you can look 

back into these hearings, you will find I have always asked the ques­
tion, “Do you need any more?” when we get into this lag tha t 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.

IN VES TI GA TI ON OF ACC ID EN TS

Mr. B oyd. I should make a distinction, Mr. Chairman. The 
point I had in mind was the fact tha t the Congress has placed the 
responsibility for accident investigation on the Board, and the Board 
has never been able to acquire the funds to fulfill th at responsibility. 
And certainly I was not here, and I have not looked into the back­
ground of this public notice No. 13, which has placed the responsi­
bility for investigating the bulk of the accidents in general aviation 
in the hands of the FAA.

Senator Magnuson. I just use that  as an example. I understand 
tha t problem because we did have tha t duplication and somewhat 
of a conflict there between the FAA and the Board, which I hope is 
working out, and we will get into tha t later.

Mr. Boyd. Yes, sir.
BA CK LOGS

Senator Magnuson. But if Congress has been conscious of one 
thing, it is th at 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 public’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 fron t of the Budget.

Mr. Boyd. I think tha t is a very good point.
Senator Magnuson. I am not speaking of any Republican or 

Democratic budget. I have gone through them all and it is the same 
story all the time.

Senator Allott. Jus t 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 ju st 2^ years on the Budget, but 
in tha t time I  think both  the chairman and myself, as ranking minori ty 
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 tha t would 
enable them to do it.

Now I would be very happy to get the answer to my question.

S T U D IE S  PE R FO RM ED  ON  CONTRACTUAL B A SIS

Mr. Boyd. 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, tha t 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 th at 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 Allott. Mr. Chairman, let me ask you this question. 
How do you figure th at you can get a group of so-called consul tants— 
and I use this term advisedly “so-called consul tants”—to do a job 
the intricacies of which are known only by your own staff?

Mr. Boyd. Well, of course, sir, the way do do tha t is we set forth 
a very comprehensive statement in the outline of the study.  And I 
should say tha t there are a number of able research groups operating 
in this country. We would be highly selective in the groups who 
would be permit ted to discuss contracting with us. And certainly 
the Board would supervise the making of the study.

Senator Allott. Now you arrive at the gist of what I am talking 
about. For this group of consultants to make such a study , no matte r 
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 s tudy  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 obta ined from the Board, or its  staff’, 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 consu ltant 
or a group of consultan ts doing a job that could probably be done 
bet ter and wi th 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. Boyd. Well, sir, 1 am afraid we have a difference of opinion 
on this subject.

Senator Allott. I am afraid we do.
A D E Q U A C Y  O F S E R V IC E  STU D Y

Mr. Boyd. Because in the first place I cannot agree with your 
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  tha t we can take note of the fact that we have passed tha t 
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 a t it from another side. And the problem we have 
here is one of trying to develop objective standards so that the 
public, the industry, and the Board will be able to ascertain what is



INDEPENDE NT OFFICES APPROPRIATIONS, 19 62 101

“adequate  service”. Up to the present we have been unable to 
develop such objective standards . And I do not think tha t the 
Board is the sole repository of information that would lead to some 
conclusions on this subject.

Senator Allott. 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. Boyd. We are not trying to conduct a survey. If I gave you 
tha t impression I am very sorry.

Senator Allott. Well, not you, but-----
Mr. Boyd. Nor anyone we would contract with. We are no 

interested  in a survey. We are interested in a study tha t would 
develop, or atte mpt to develop, some factors tha t could be applied 
objectively when the  question of adequacy of service arises.

Senator Allott. How could you do this without actually  basing 
it on a survey, which would be an essential ingredient of such a study?

Mr. Boyd. Certainly I think it would. But certainly an accepted 
procedure is to  use a sampling process, Senator.

Senator Allott. 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. Boyd. Well our feeling very simply is tha t on the bulk of 
matters we feel studies need to be undertaken, we can undertake 
them on our own, but we cannot under take all of them. To under­
take all of the things tha t we feel are important  and in the public 
interes t we either have to (a) enlarge our planning group, or (6) 
contract out some of these things.

O rg an iz a tio n al  C h a n g es

Senator Allott. While we are on t ha t same subject , jus t a couple 
pages back in your testimony, on page 5 and going over onto page 6, 
you name several groups tha t you were talking about establishing 
and realining the function of your staff. You sta rt 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. Boyd. Of these groups mentioned on page 5 and page 6?
Senator Allott. Yes, sir.
Mr. Boyd. They are all p art  of the staff of the Civil Aeronautics 

Board.
Senator Allott. So it is a regrouping and reshuffling of the staff 

in an advisory capacity  to the Board?
Mr. Boyd. 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 McKinsev & Co. last year, and we concluded we 
could operate more efficiently with a different, somewhat different, 
organizational struc ture than had obtained in the past.
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Senator Allott. This is essentially a reorganization within your 
staff, within your own-----

Mr. Boyd. That is absolutely correct, and with the addition of 
the planning office and with the addition of the special assistant for 
community relations.

D IS C R IM IN A TIO N  A GA IN ST  CANADIA N L IN E S

Senator Allott. Now with respect with the next to the last item 
in this category on page 6, on international affairs, twice in discus­
sions with the Canadian parliamentary groups in the last 4 months, 
in which I have 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 th is wav, 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. Boyd. Yes, sir. We have devoted a good deal of time, of 
our 20 people in the Interna tional 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, 
tha t a great deal of the discrimination tha t the Canadians talk about 
depends altogether on the point of view.

When we sta rt balancing economic rights between the two coun­
tries, I do not believe tha t we have been unfair to the Canadians. 
And I would say, furthermore, t ha t 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 Allott. You say tha t 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. Boyd. Absolutely. Yes, sir.
Senator Allott. Well, this mat ter has come up, and it is a very 

important point with some members. I am sorry tha t 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 th at the Board would study  this m atte r with the idea tha t 
they feel very frankly tha t there are certain foreign lines which, as 
the development has come along, have an unfair competitive advan­
tage with them ,and perhaps with us.

And since Canada is, I believe, our biggest importer of U.S. goods, 
and probably the st rongest right arm, one of the st rongest right arms, 
we have in the world, I  am very interested in this personally.

Mr. Boyd. I can assure you, Senator, tha t we have at the Civil 
Aeronautics Board a great deal of respect and affection for the 
Canadian aviation people and for Canadian aviat ion interest.  We are 
conscious of their friendship.

I would like to point out just one little factor, however, to show you 
tha t 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 Allott. I am sure of that .
Mr. Boyd. We have been in for some unpleasant surprises ourselves. 

But we feel a grea t 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.

H OU SE  STA TEM EN T

Mr. Boyd. Senator, all I can say is this at the Board we were 
amazed, astounded, and anguished to see the statement in the House 
committee report, tha t 20 people in the Interna tional 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.

I n ter n a tio n a l  A p pl ic a t io n s

Senator Magnuson. Now for the record let ’s clear up here the 
matte r of internationa l applications.

Mr. Boyd. Yes, sir.
Senator Magnuson. First of all, they are in the hands of the 

President?
Mr. Boyd. Yes, sir.
Senator Magnuson. Are you still called upon to make recommen­

dations to the President in the case of applications for interna tional 
routes?

Mr. B oyd. Yes, sir.
Senator M agnuson. Who makes that study  for you, these 20 

people?
B u r ea u  of  I n t e r n a tio n a l  A ffa ir s

Mr. B oyd. Well actually at tha t stage of the game the work of the  
Bureau of Interna tional 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 Magnuson. 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, tha t is, the State Dep art­
ment. It  is first given to the State Depar tment , is it not?

Mr. B oyd. Excuse me, sir, but is this a case where the foreign 
country has been awarded traffic rights to this point?

Senator Magnuson. No, it is a case where a foreign country work­
ing under an agreement tha t we have with a foreign country, an air 
agreement, asking for a certain route.

Mr. B oyd. They do not have th is route?
Senator Magnuson. They do not have this route. Then they  go 

through the channels of the S tate Departmen t and make application. 
Then does it come to you?
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Mr. B oyd. Well, in tha t case what they do is apply for consulta­
tions. They have to have consultation.

Senator Magnuson. Yes, apply for consultation. Do you sit in 
on those consultations?

Mr. Boyd. Not only do we sit in, bu t 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 consul tations 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 indus try and having a staff presentation to the Board.

COOPERATIO N OF  ST ATE D E PA R T M E N T

Senator M agnuson. Now you present tha t to the State  Dep art­
ment in the consultations?

Mr. Boyd. Prior to the consultations.
Senator Magnuson. Prior to the consultations?
Mr. Boyd. Yes. And a U.S. Government position is developed 

after we present these positions.
Senator Magnuson. Yes. But  the U.S. Government need not 

necessarily be your position?
Mr. Boyd. That is quite true ; yes, sir.
Senator Magnuson. But the State  Departmen t then goes ahead 

with the consultations-----
Mr. Boyd. With the Civil Aeronautics Board.
Senator Magnuson (continuing). With the Civil Aeronautics 

Board.
Mr. Boyd. Yes, sir.
Senator Magnuson. And then ultima tely the mat ter is all sent to 

the President’s desk where the decision is made?
Mr. Boyd. That is correct.
Senator Magnuson. And t ha t decision need not necessarily be the 

position of the  Board?
Mr. Boyd. That is correct. All negotiations are on referendum.
Senator Magnuson. Yes. So tha t liaison you have wi.th the State 

Departmen t is still in operation?
Mr. Boyd. Yes, sir.
Senator Magnuson. Have you been caught short, with the State  

Departmen t making a decision before you have a chance to present 
your position?

Mr. Boyd. Well, Senator, I do not want  to say tha t the situation  
has happened where the State Departmen t 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 Magnuson. 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 i t but tliev have already made up their minds before coming 
up. In other  words, they are ju st telling us abou t i t later  on.
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Now what I am t rying to get at is whether or not  you feel, and the 
members of the  Board, tha t the door has not  been closed, or tha t the 
CAB, which has the responsibility for the economics of our domestic 
carriers and our internat ional carriers, is in on the act so that their 
inlluence is fe lt and their recommendation is given some authority .

Mr. Boyd. In the vast  bulk of the cases the answer is “ Yes, sir, we are.”
Senator Magnuson. Because we have been trading some horses for rabbi ts in the past.
Mr. Boyd. Occasionally we are not. Now I  do not mean to infer 

tha t all the good trades have been'the result of the Board ’s activ ities 
and the bad ones we do not take any blame for.

Senator Magnuson. 1 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 n ot in on in the past.

Mr. Boyd. Tha t is right.
Senator Magnuson. 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 tha t tha t sort of liaison is existing now?

Mr. Boyd. Yes, sir. I know of no situat ion 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 tha t. Now 
those 20 people, their jobs are not in this particular field that  we are 
talking about, are they?

Mr. Boyd. Yes, sir.
Senator Magnuson. You call upon those 20 people to gather 

information for you so tha t you can make  a presentation?
Mr. Boyd. Tha t is right. They did this work tha t we utilized in 

connection with a very recent major negotiation. This is the whole 
ball of wax tha t 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 Janu ary 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 M agnuson. What are the two about?
Mr. Boyd. 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 Magnuson. What are the  three coming up?
Mr. Boyd. We have Peru, Canada—I am sorry, we have one with 

Japan going on right now, too. I had forgotten about tha t one.
Senator Magnuson. On the North  Pacific route?
Mr. Boyd. 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, tha t we anticipate during the latt er part  of this  
month.
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P R E SSU R E  FR OM  GR OW TH  IN  A IR  T R A N SPO R T A T IO N

Se na tor  M agnuson. The  point  is with the growth , pa rti cu la rly  
technolo gica l g row th,  in the field of air  t rans po rt,  and  all the  c ountr ies  
ge tting  into  i t, the  pressure  on this coun try , which is t he prime  source 
of passe nger revenu e in the  world , coin ing an d going,  becomes grea ter 
and  grea ter on the  Board, and  the  respon sib ilit ies  of the  Board  to 
advise in this case?

Mr. Boyd. Th at  is correct.
Senator  M agnuson . And the y are  not ge tti ng  less ; the y are  g et tin g 

more and  more. And the  abil ity  to  e va luate it is becoming mu ch more 
difficult.

Mr . Boyd. In  addit ion  to which', whereas in the  past we w ere dea l­
ing prima rily  on  a bilate ral  basis, now we f ind th at  for lack of a be tter  
ter m we are havin g to deal with  blocks of co untrie s, pa rti cu larly  in  t he  
development  of res tric tive practic es.

We are havin g severa l cou ntr ies  groupin g tog ether,  in con cer t, to 
restr ic t our  car riers, and  thi s cre ate s eno rmous  problems for the  
Boa rd in try ing to figure ou t how we sha ke thes e thin gs loose.

Senator  M agnuson . And in m ost cases  you a re d ealing w ith  govern ­
me nt-opera ted  lines, ra th er  than  pr iva te?

Mr. Boyd. To a conside rable ex tent ; yes, sir.
Senator  M agnuson. No t all of the m,  bu t to a conside rable ex ten t. 

Which makes  the  economics of the  si tuat ion a lit tle  more  difficult.
Mr . Boyd. Tha t is cor rec t, sir.

PO L IC IN G  A G R E E M E N T S

Senator  M agnuson. How does the  Board  police an agreeme nt th at 
has  been made as to wheth er it has  been  v iolated? I see thi s mo rning 
in the  paper th at  Pa n American ma de some  s ta temen t th at  the  Dut ch  
had  vio lated the  agreem ent . How does th at  pro cedure  work in the  
Boa rd?  Does th at  go to thes e 20 peop le?

Mr . Boyd. Yes, sir. All of the  spa dew ork  and a good deal  of the  
ac tua l pa rti cip ati on  in negotia tions is done through thes e 20 people.

And I mu st po int ou t also th at  when we talk ab ou t 20 peop le, we 
include all of the  sec retaries in the  office, as well as the  peop le who 
are our  pr im ary specia list s in foreign av iat ion  affairs .

Senator  M agnuson. Suppose co un try  A makes  applicat ion . 
Wherea s you  have a big backlog on inform ation down the re on the  
economy of dom est ic and  foreign lines , American lines, you  will hav e 
to go int o a new field on the  economies involve d in co un try  A?

Mr. B oyd. Well, we do no t hav e to rea lly  go into a new field, 
because thi s is pa rt  of the  work of the  In ternat iona l Div isio n, to 
col late  figures which are ob tai ned throu gh  Boa rd survey s, O. & D. 
survey s, and  1 AT A O. <fe D. survey s, or o rigin a nd desti na tio n survey s, 
as well as traffic  flow s urveys , which we eit he r make or we ob tain.

Th en  we tal ly and  analyse  these figures.

RAT E S T R U C T U R E S

Sena tor  M agnuson. What  is the genera l sit ua tio n as between 
American and foreign  in ter na tio na l carrie rs on the  gro und rule s on 
rat es?
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Mr. Boyd. Well, the vast bulk of the carriers in the world today 
are members of IATA, Internationa l 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 IATA and who do not comply or subscribe to the tariff s truc­
tures which the IATA machinery has developed.

Senator Magnuson. And isn’t it true that some of those countries 
who are not members are making applications for routes in the United 
States?

Mr. Boyd. Oh; yes, sir. And some of them have routes  already. 
They have had them since immediately after World War II.

I do want to jus t add one more thing, and I do not want you to 
think tha t the Internationa l 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.

C O M P A R A B L E  P E R S O N N E L  IN  S T A T E  D E P A R T M E N T

So I wrant  to say on the record, Mr. Chairman, tha t 20 people are 
not too many, in our judgment, and we do not  think there is anything 
in anyone’s record to indicate tha t 20 people are too many.

Senator Magnuson. Do you know how many people the State 
Depa rtment have wmrking on this?

Mr. Boyd. No, sir, I do not.
Senator Magnuson. Would you say there would be 20?
Mr. Boyd. Honestly, I do not have any idea.
Senator Magnuson. I think there would be more than  that .
Mr. Boyd. But I think the Government, the public, gets a day’s 

work for a day’s pay out of our Internationa l Division.
S T A T E M E N T  O F F U N C T IO N S

Senator Allott. Mr. Boyd, I was looking at your functional 
organization chart  presented to us, and on international aviation 
agreements, which comes here under “Bureau of Air Operations,” it 
says-----

Mr. Boyd. Tha t has been changed. We made that separate. 
This is one of the things tha t we changed.

Senator Allott. But the functional part  of tha t recommends tha t 
position be taken by the United States  in negotiation and adminis­
tratio n of bilateral agreements concerning international  aviation 
activities, drafts and negotiation agreements, and consultation with 
foreign governments with respect to the in terpretation and application 
of agreements.

Now7, is this statement of functions of this section substantia lly 
correct?

Mr. Boyd. That  is essentially correct.
Senator Allott. Now, I asked you about this other because I think  

we do have to take a very hard look a t those people wrho are trying
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to help us. Not tha t I am anxious to give away anything we have, 
but  this mat ter has come up twice in 4 months, and I personally mav 
be calling 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 par ticular problem. I simply s tate to you 
what they have s tated.

Mr. Boyd. Yes, sir.
Senator Allott. I have no factual knowledge of the circumstances, 

myself.
Mr. Boyd. We will be delighted to provide you with a factual 

statement of the situat ion at any time you should seek it.
Senator Allott. All right; thank  you.

S u pp l e m e n t a l  A ir  C a r r ie r s  S tu dy

Senator Magnuson. Mr. Bovd, one of the studies suggested here 
in your s tatement is the  role of supplemental air carriers.

Mr. B oyd. Yes, sir.
Senator Magnuson. And the Board has requested $50,000 to s tudy 

this.
I note on page 724 of the House appropriation hearings you made 

this s tatement, and I quote:
I do not  think  any  of us can give you an answer  today on wha t we think—
Tha t is the role of supplemental—

it  should be. I think we all perhaps have different ideas. We have to get some legislation into the  Congress very shortly on where we th ink  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?
PRO VISIONS OF LEGISLATION PROPOSED

Mr. Boyd. 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 a ir fleet, and what type 
of operations are needed to support the type of aircraft tha t the 
Defense Department feels it would need to utilize in the event of an 
emergency?

Senator Magnuson. Well, I appreciate  tha t there are many un­
knowns and many, many complex problems involved, but I was
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trying to get some l ight on whether or n ot we should go ahead with 
this bill before you complete this study, if you get the money to do 
it-----

Mr. Boyd. Yes, sir.
Senator Magnuson (continuing). Or wait until we get a little more 

bearing on this whole situation?
Mr. Boyd. We think if th is bill becomes law, Senator, it will give 

us the flexibility to certificate these  carriers in such a way as to-----
Senator Magnuson. Despite the fact you have not  come to some 

permanent conclusions about  some phases of the problem?
Mr. Boyd. Tha t is right. What we would anticipate is tha t a 

study would be developed, and 1 can tell you, sir, tha t we have already 
done some work on the frame of reference tha t such a study should 
take.

My anticipation is th at we would have-the study,  and i t would not 
be conclusive, but  would be recommendations of conclusions which 
would go into the docket of the case, which would lead to-----

Senator Magnuson. So passage of the bill won’t affect this?
Mr. Boyd. Tha t is right.
Senator Magnuson. That is w hat I am trying to get at, because 

it takes a li ttle doing around here to pass bills, and we did not want 
to devote time to pass the bill if we are going to change i t after you 
have had a study.

Mr. Boyd. No, sir; we see the bill and study  as complementary to 
each other.

R eo r g a n iz a tio n  P la n N o . 3

Senator Magnuson. Now you mentioned also here your reorgani­
zation. There is a Reorganization Plan No. 3 submi tted to the 
Congress, on which Senator Monroney has held some hearings, and 
I see tha t you testified, made a statement on this before the com­
mittee.

Is that correct?
Mr. Boyd. Yes, sir.
Senator Magnuson. And generally speaking, the state men t is in 

favor of the plan?
Mr. Boyd. Yes, sir.
Senator Magnuson. Now, does that  in any way affect some of the 

things you talked about here, or, again, does tha t complement the 
things you talked about here?

Mr. Boyd. It  complements. It  affects only in the sense tha t, 
assuming the plan becomes effective, we do feel that the Board will be 
enabled to handle a number of m atters , which now require the time 
of Board members, with more dispatch because of delegated authority . 
And I want to make it very clear wha t I  am talking about.

D ELE G A T IO N  O P A U TH O R IT Y

What  the Board has approved in principle is the delegating of 
authority  to act on m atters  where policy has been clear cut, is clear 
cut, and has been made by the Board, It  is not a cpiestion 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 Magnuson. Can you do tha t now?
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ST ATUTO RY A U TH O R IT Y

Mr. B oyd. We hav e no st at ut or y au thor ity  expressly  for th at .
Senator  M agnuson. You were—you  would need  a reo rga nizatio n 

plan  to do this?
Mr. B oyd. Yes, sir.
Senator  M agnuson. Am I to un de rst an d th at?
Mr. B oyd. Yes, sir.
Senator  M agnuson. And you  are  v ery  c lear , the Boa rd is, th at  you 

are merely del ega ting  some workloads  here ra th er  than  delega ting a 
policy?

Mr. B oyd. Tha t is absolu tely  cor rec t, Senator.  And  there  is no 
question in our mind  about this . I do no t th ink the re need be any 
concern ab ou t the possib ility  of the Board de legatin g its  responsibili ties .

I shou ld say , sir, th at  the  five Bo ard  mem bers are more and  more 
conscious of the  need to dev ote  t ime to general  policy  questi ons , r at he r 
than  deal ing with single-sh ot rou tin e cases.

Now, at  the pre sen t, appro xim ate ly two-thirds  of our  tim e, at  the 
Board  level, is t aken  up in dea ling  w ith  li tig ate d cases. A good man y 
of thes e cases hav e fac tua l problem s only in them.  The policies  are 
clear cu t in ma ny  of these cases.

Now, I do no t mean in all these cases th ey  are, and  I do no t mean 
the  Board  would dele gate a utho rit y to han dle  all thes e cases, bu t cases, 
for exam ple, foreign air car rie r cases where a bil ate ral  agr eem ent  has  
been  execute d------

Senator  M agnuson. WTere the policy has  been  sta ted,  the n you 
get  down to some questions of fact.

Mr. B oyd. That  is right, sir.
Senator  M agnuson. And where you  can  delega te th at to the  

exam iner , or wh ate ver you wa nt  to call him , to make recom menda­
tion s to you b ased upon some quest ion s of fac t, tliis would relieve your  
workload a grea t deal , wouldn’t it?

Mr. Boyd. Yes, sir.
Senator  M agnuson . I am tal king  abo ut  the  B oar d me mb ers ’ work ­

load.
Mr . B oyd. Tha t is righ t.
Senator  M agnuson. No t the  people.  You  are going  to have more 

of that .
Mr. B oyd. Tha t is righ t.
Sena tor  M agnuson. Bu t it wou ld relieve th at .

E X A M IN E R  P E R S O N N E L

Now, aga in let  me  ask the  ques tion , do you ha ve enough examiners?
Mr. B oyd. Yes, sir.
Sena tor  M agnuson. You do?
Mr. B oyd. Yes, sir.
Our lim ita tions , ou r personnel lim ita tio ns , are no t in the  class of 

examin er; they  are in the Burea u of Eco nom ic Regulati on an d in the  
Office of Ca rri er Accounts and  Stati stics.

N EED  FO R STA TIS TIC S

Sena tor  M agnuson. You do no t wan t to get  to o bogged  down w ith  
too ma ny  s tat ist ics .



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 111
M r. B oyd. N o, sir ; we do no t wan t to get  bogged down wi th too 

ma ny  sta tis tic s, bu t I will hav e to say  th at  these are the  tools we 
work with.

Sena tor  M agn uson. It  gets  down to th is:  If every Me mb er of the  
Sen ate  had to read every thing  th at  is pr int ed , or even the  Con gres­
siona l Record  e ver y day , you j us t wou ld no t have time to do anything  
else. And ye t the re are fac ts and sta tis tic s and  things th at  need to 
be pu t tog eth er.  And this is the  so rt of th ing you are tal kin g abou t.

Mr. Boyd. That  is righ t. And  th is is the lim iting fac tor  on the  
speed  with which we can  move the  cases through.

E L A P S E D  T IM E  FR OM  H E A R IN G  TO  E X A M IN E R ’S  D E C IS IO N

Sena tor  M agnuson. Now, wh at is the  average  time it tak es  an 
examin er to write  a rec ommenda tion  to the  Boa rd aft er  he has heard  
the  case. Have you  those  figures?

Mr. B oyd. Le t me ask  our  chief  exam iner .
Th is is our  Chief Examine r, Mr. Brown,  who can  give you  thes e 

figures.
The  average s are no t very im po rta nt , Mr. Chairma n, because  wrhen  

you tak e the  Southern  Line -Con tinen tal case on the  one hand  and a 
case invo lving suspension of serv ice at  Peori a on anoth er------

Senator  M agnuson. I un de rst and the re are some cases more in­
volved and bigger, bu t wh at is the  ave rage? This is w ha t wre wrould 
like to know’. We know  the  ave rage of some of the  othe r agenc ies. 
I hope  the  CAB  is no t th at  far  beh ind .

Mr.  B oyd. I have a statem en t here, sir,  which was pre pared  in 
Ma y. In  enforcement  cases, the ave rage tim e is 6 mo nth s. In  
agreem ents on interlock ing  relatio nsh ips , 40 days. On merge r cases, 
3 mo nth s. On foreign air perm it cases , 1 mo nth . On adequacy-of-  
service inv est iga tions,  9 months. On area inv est iga tions and  ma jor  
rou te cases, 15 mo nth s.

Other route  cases , those th at  involve renewals, extensions, am end­
ments , et  ce tera, 6 months. Com mer cial  ra te  inv est iga tions,  4 
mo nths.

Sena tor  M agnuson . What do you mean?  That  is no t passenger 
ra tes , commercial  rat es , is i t?

Mr . B oyd. Com mercial  ra te  invest iga tions.  Well, th at would 
com prehen d passenger  rate s.

Sena tor  M agnuson . Four  m onths?
Mr. B oyd. I think  it  would.
Well, you see, sir, we hav e a grea t man y cargo rat es  th at would 

tend to bring the  ave rage  down, and  spec ialized rat es  such  as------
Se na tor  M agnuson. Bu t a passenger  ra te  case is n ot  going to tak e 

mu ch longer?
Mr . B oyd. B ut  gene ral ind ust ryw ide  ra te  cases;  yes, sir. But  

when  you are dea ling  with  sing le-shot  cases  such  as excursion fares, 
for example------

IM P R O V E M E N T  IN  T IM E  E L E M E N T

Sena tor  M agnuson. Are thes e figures be tter  tha n the y were last 
yea r, or the  year before , o r th e y ear before t hat as to the time  element?

Mr.  B oyd. Yes, sir;  the y are  imp rov ing . Th e general tim e is 
improving.

71038— 01------ 8
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Now, whether in each category we have an improvement, I do not 
know.

Senator Magnuson. 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 lil<e to call 
regulatory legs.

Mr. B oyd. In the last calendar year, Mr. Chairman, I believe we 
brought the total time from application to final Board order in major 
route cases down by 4 months.

Senator Magnuson. So you say we are making some progress?
Mr. B oyd. Absolutely.
Senator Magnuson. And this reorganization will help.
Mr. B oyd. Yes, sir.
Senator Magnuson. Your own voluntary reorganization, of which 

you have stated  some phases here, will help.
So tha t we will try to get somewhere close up to date.

C O M P L E X IT Y  O F C A SES

Mr. B oyd. Yes, sir. I do want to add this caveat, though, tha t 
we are never going to be able to handle the cases the way you can buy 
a package of c igarettes out of a vending machine.

The matte rs with which we deal are highly complex, and we have 
grave questions of due process of law involved in many of them.

Senator Magnuson. I understand the CAB lawyers take care of a 
lot of th at for you.

Mr. Boyd. I think the industry lawyers are very helpful in that , 
too, Senator.

Senator Magnuson. Both the CAB and industry lawyers are very 
helpful in tha t procedure. But the judge has to make a decision 
sooner or later, and I always find the quicker you make it, the better.

Mr. B oyd. I think I can assure you, if you will just watch our 
dust, you will see we are making decisions p retty fast when the cases 
get to us.

Senator Magnuson. All right.
Senator Allott.

S U P P L E M E N T A L  A IR  C A R R IE R  L E G IS L A T IO N

Senator Allott. 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. Boyd. Yes, sir.
Well, we do not sav tha t will settle the question.
Senator Allott. Well, to a ttempt to se ttle it.
Mr. Boyd. Yes, sir. It  will give the supplemental a lease on life, 

and we can figure out where they fit within the family late r on.
Senator Allott. Now, I understand that  you have a docket over 

there—I think the number is 5132-----
Mr. Boyd. Yes, sir.
Senator Allott. Now, is the position that  the Board has taken the 

result of information gained in this docket, a study  of this docket over 
several years’ time?
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Mr. Boyd. Well, I frankly do not know how to answer th at ques­

tion, Senator. That docket started  years ago and was over at the 
White House for several years, and then was sent back to the Board 
last January, 1 believe. 1 have not been involved in it, and I do not 
know whether tha t is the case.

But I would say probably tha t is, tha t the domestic phase of it 
was as a result of the testimony and exhibits and findings in the do­
mestic phase of th at case.

Senator Allott. You a re going to go to subsidies later?

REO RG A N IZ A TIO N  PL AN N O. 3

Senator M agnuson. Yes. I think maybe we ought to proceed with 
the rest of your s tatement 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. Boyd. Yes, sir.
Senator M agnuson. That is what you were speaking about, 

generally?
Mr. B oyd. Yes, sir. But  the point I was making there, Senator—•—
Senator M agnuson. What do you mean by “boards”?
Mr. Boyd. Under the reorganization plan, it would be possible to 

set up a board.
Senator M agnuson. I see what you mean. Composed of, say, 

sworn employees-----
Mr. Boyd. Tha t is right.
Senator M agnuson. To go into a certain case?
Mr. Boyd. Yes, sir.
Senator M agnuson. You can delegate tha t?
Mr. Boyd. Tha t is right.
Senator M agnuson. But  they would technically be constituted as 

a board?
Mr. Boyd. That is correct.
Senator M agnuson. I see.
Mr. Boyd. And the point I was making is tha t we would be very 

slow in moving into tha t area, because constitut ing top staff employees 
in the Board might have an adverse effect, rather than a good one.

Senator Magnuson. All right; go ahead with the rest of your state ­
ment here.

Mr. Boyd. All right, sir.
I think we have covered the international section p retty well. If 

it is ail r ight with you, I will s tart  over at the bottom of page 10 on 
safety.

Senator Magnuson. All right. We will place the statement in the 
record in full.

(The statement  referred to follows:)
Mr. Chai rman  and  members of the committee, I apprecia te this opportu nity  

to appear before you today in supp ort of the Civil Aeronautics Board’s two sep­ara te appropr iation requests for the  1962 fiscal year.
The first is a  reques t for $9,050,000 for salaries  and  expenses. The House of 

Representatives approved  $8,900,000, a reduction  of $150,000 from the  e stimate. We are requesting  t hat  this amount be restored.
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The second is a reques t for $81,700,000 for paym ents  to air carriers for subsidies. 
The House of Representatives approved  $74,800,000, a reduc tion of $6,900,000 
from the estim ate. We are  also asking  th at  this  reduct ion be restored. Also in 
connection with  the  appropriat ion for paymen ts to air  carriers, the  House has 
inse rted language in the bill limiting the  amount of the  appropriation available 
for subsidy for helicopter opera tions during the  fiscal year  1962 to $5 million. 
We are  requesting th at  this language be deleted from the  bill.

We are gratified th at  the House-approved funds for salaries and expenses of the 
Board to support most of the Board’s program s for the 1962 fiscal year. However, 
we believe th at  ours is an austere budget, in th at  the  funds  we have requested 
are required to handle our current workload and  to begin a reduction  of t he  gap 
between our present workload and  staff.

The Board has frequently  been alluded to as the  “smallest of the  regu latory 
agencies.” While th is may be t rue in t erm s of size of staff, I wan t to emphasize 
th at  ne ithe r the  size nor importance  of the commercial air t ran spo rta tion indust ry 
with  which the  Board is concerned, nor the  mag nitude of the  Boa rd’s responsi­
bilities and workload, is small by any manner of measurement.

The present system of certifi cated air carriers , operating  on regular schedules 
over regular  routes,  consists of—

Eleven domestic trunk carriers;
Thirteen local service carriers in t he  c ont inen tal Uni ted Sta tes ;
Two local service carriers in Hawaii;
Ten Alaskan carriers;
Three helicopter carriers;
Four  all-cargo carriers;
One car rier th at  operates  p rimarily between  the United Sta tes and Puerto  

Rico; and
Two other  small carriers.

In addi tion,  ther e are five American flag carriers which operate  internationa lly 
bu t which fly no routes within the  United Sta tes (except Alaska and Hawaii). 
There are also 35 supplemental  carriers .

Until abo ut 10 years ago virtually the  enti re industry was subsidized, piston 
equipment set the  pace, railroads and buses each carried more i nte rci ty passenger 
traffic tha n air in this country. Ships carried as much of t he transocean traffic 
as air. At the  same time, U.S. flag carriers carried an overwhelming percentage 
of inte rnational traffic touching this country . Airfreight  was a gleam in the 
drea mer’s eyes. Local-service carriers were still  a  new and  tem porary experiment 
working on a shoestring.

It is a gross unders tate ment to say th at  things have  changed. The  growth of 
the  air transp ort  industry has been phenomenal. By way of il lust ration, at  the 
end of the  Second World War—28 years  after the  star t of scheduled airmail 
service in 1918—the commercial air transp ort  industry  had progressed to a point  
where in 1945 it was operat ing 2-engine, 20 to 25 passenger airc raft  at  speeds 
approaching 175 miles per hour.

During the next  12 years— 1946 through  1957—the carriers made  fur the r tre ­
mendous progress. In 1957, they were operating  4-engine, 60 to 100 passenger 
airc raft  at  speeds slightly over 350 miles per hour. Also, during this period all 
bu t tw#> of the  domestic trunkline and internatio nal  carriers became self-sufficient 
and no longer requires subsidy.

Now, in the  short period of about 5 years—-1958 th rough 1962—the industry 
will have concerte d to the radica lly differen t turbine-engine airc raft , carrying 
150 or more passengers at speeds in the  area  of 600 miles per hour.

Already, the  supersonic transp ort  age is starin g us in the  face.
A look at  the  opera ting sta tist ics  for the  52 certifica ted carrie rs (other than  

supplementals) shows tha t during the  year  ended Decemoer 31, 1960, the y— 
Carried traffic totaling 5 billion revenue ton-miles ;
Tra nsp orted 58.6 million passengers for a tot al of 40 bill ion revenue pas­

senger miles;
Tra nsported cargo to the  extent  of 860 million ton-miles;
Provided regular ly scheduled ai r tra nsp ortation service to 969 communities,  

including abo ut 250 in Alaska;
Operated a total  of 2,036 aircra ft to the  extent of providing capacity ap­

proximat ing 67 billion available sea t miles;
Had  $2.3 billion invested, and employment tota ling  164,000;
Conducted  operations involving  a total  of $2,884 million in revenue  and 

$2,807 million in expenses;
Paid taxes tota ling  $104 million, of which $79 million went to the  Federal  

Gove rnment; and
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Collected $163 million in passenger transp ort ation  taxes which were also 

turn ed over to the  Federa l Go/em inent.
The certificated industry with  a $2.3 billion investment,  earned for the  year  

ended December 31, 1960, an estimated $75,041,000 before interest, bu t afte r 
special items  and taxes, or 3.22 percent on investm ent,  and only 0.31 percent on 
operating  revenue. Net income afte r inte rest  is est ima ted 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 transporta tion , and to foster  sound economic condi tions in the industry.

It is not solely with in the Board’s power to find solut ions. The airline industry 
as a “service indust ry” is responsive to business condit ions generally. However, th e 
Board cann ot cross i ts fingers and hope for improvement. It  has an affirmative 
responsibility . The industry will not  and cann ot wait.  The Board cann ot solve 
its problems simply by processing the cases on it s docket,  although the cases must 
be processed. It  must not  only meet the  problems of today, bu t it must look 
ahead and plan to meet the  problems of tomorrow.

Although planning  is one of the most urge nt needs in the  Board  today,  the 
Board is at  the  same time faced with large accumula tions  of uncompleted  work. 
While the  Board has been criticized for  shuffling too many pape rs and  for  delays  
in its case processing, vir tua lly  everything the  Board does is required by sta tu te  
as are also the  basic procedures involved . Under the  sta tut es the  Board must 
process the  applications and equivale nt ma tte rs presented to it. It  cann ot rid 
itself of these ma tte rs by not  taking action.  Even  dismissal of matters takes 
staff time and mus t adhere to sta tutory  procedures.

Our estimates reflect a very optimistic forecast of exped iting  the work of the 
Board thro ugh  improved techniques  and procedures, many  of which are in the 
planning stage and not ye t fully defined.

In this  connection, the Board is intense ly involved in studies designed to find 
work elem ents wliich, in whole or in p art , can be eliminated , suspended, or delayed 
without seriously impairing  the  effectiveness of its programs and  the  carry ing 
out of i ts responsib ilities 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 sta tu tory  changes, policy changes, additional delega tions of 
autho rity  to the  s taff and procedural shor tcuts .

On March  3, 1961, the  Board announced several organiza tional changes  for 
improving procedures and  expediting the Boa rd’s ever increasing workload, and 
realines the  funct ions of the  economic staff for more effective operation. The 
changes include :

The establishment of an overall  p lanning office to aid the Board  in developing 
policies, both sub stan tive  and procedural, for meet ing the  problems in the  fas t­
changing air transp ort ation  field.

A realinement of economic functions, under a Bureau of Economic Regulation, 
into  a Rate s Division for commercial rate s and  service mail rates to recognize 
the  growing importance of commercial rate ma tte rs;  a Subsidy Division respon­
sible for subsidy rates and guaranteed  loans an d to  concentra te on the promot iona l 
funct ions of the Board in administe ring  financial aids to local service and hel icopter 
carr iers;  an d a Routes and Agreements D ivision to meet th e urgent  need for more 
realist ic and  effective adm inis trat ion of all licensing and  carrier agreement ac­
tivit ies.

The establi shm ent of a new Bureau  of Interna tio na l Affairs in line with the 
increased importance and  emphas is the  Board is placing on its activities for 
meeting the ope rating problems arising in the  internatio nal  civil avia tion  field. 
We mus t make every effort to assure th at  U.S.-flag carrie rs receive route grants  
and  o pera ting rig hts which are economically sound and  co nsis tent with  rec iprocal 
righ ts requested by foreign countries.

In addition , we have  provided for a Special A ssis tant  for Comm unity  Rela tions  
to concent rate on such ma tters as adequacy of service problems.

Because of the gre at masses of statis tica l, economic, and opera ting f acts  which 
the  Board must process in connection with  the economic regu lato ry cases, a sub­
sta nt ial  effort is being di rected toward improving  the  statistic al tools and methods 
of processing this  d ata .

Recen t studies by a staff  comm ittee indicate  th at  a sub stantial am ount of 
employee time is cur ren tly being used in the  manual processing of fac tua l ma­
terial. In  large pa rt,  the  nature  of the work performed lends itself, ultima tely 
to much more adequa te and efficient processing throug h modern electronic in­
stal lations  now ava ilable  a t a price the Board can afford to pay . In  this connec­
tion, the estimates include an increase of $50,000 for the performance of fea sibil ity
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studies , systems development, additional programing and outside technica l as­sistance to prepare for conversion from present IBM  punchcard equipment to an electronic facili ty. Once this conversion has been accomplished, its ultimate effect on overall Board produc tivi ty should be eq uivalen t to  a subs tan tia l increase in staff . We expect this program to begin paying dividends commencing during the  fiscal year 1963.
At this  point  I would like to address myself to the House disallowance of $100,000 for the Board’s sta tist ica l and resea rch activ ities . The Boa rd’s 1962 budget estimates presented its requ irem ents  in te rms of its most urgen t needs for accomplishment of p rior ity programs demande d by the  Congress, the public  and the  industry. In this  connection, it  is im porta nt to und ers tand th at  the  int er­relationship  of vir tua lly  every phase  of the  Board ’s work is such th at  an in­adequacy in one p ar t of the Board’s organizat iona l st ruc ture will create a “bott le­neck” and adversely affect other parts . It  is essent ial th at  balan ce in staff assignments must be maintain ed at  all times and be frequently adjusted.  This is the premise on which the estim ates for 1962 were cons tructed.
The work performed under the “S tati stic al and  research” act ivi ty includes  provid ing basic sta tist ica l da ta needed to carry ou t the Board’s reg ulatory  func­tions, providing techn ical and analytical assistance to the  Board  and  its staff in rate and rou te proceedings, especially in decisional phases of those cases in which the  Administ rative Procedure Act prohibits assistance bv part ies to proceedings, making economic stud ies and forecasts needed by the Board for daily  operations and for  ant icip atin g the  impact of fu ture developments, conducting  an economic research prog ram to improve the und ers tanding of economic characte risti cs of the  air tra nspo rt industry, and evaluation of air transp ort  and other economic tren ds to keep the  Board and staff informed of signif icant industry developments.Our program for 1962 provides for a higher level of accomplishment in the routes,  rates , and oth er economic areas  which, in turn, will require meeting the increased need for stat istics and technical assistance by the  Boa rd’s hearing examiners, opinion writers, and other Board staff. The Board, therefo re, urges the committee to restore the $100,000 House reduc tion.
In carry ing out  its economic regu latory mission, there  continues to be an increasing and urgent need for the collection and  evalu ation  of da ta  required to formulate policy determina tions. In this  connection, the Board’s estimates in­clude provision for establishing a  smal l planning staff and to augm ent the limited  capabili ties of this small staff in accomplishing high prio rity studie s by entering into contrac ts with outside  persons or firms. Specifically, for 1962 the Board requested $100,000 for the conduct of two such studies , namely, “Adequacy of Service S tandards” and  “Role of Supplemental Air Carriers.”
The changing charact er of the  equipment used in the air today is causing marked dislocation in traveling patte rns  and habits, both in local and trunk markets. Cities accustomed to the  bes t in tru nk  and local air transp ortation yeste rday sudden ly find themselves  being abandoned by the trun ks. Adequacy of service invest igations—and exper imental efforts to improve service th at  appea r to be the only logical remedy available ou t of those inves tigations—are hard ly a pala table  remedy when load factors are low a nd declining. Thus, we must find a way to work with cities and carriers in some forum other than  the  adversary  hearing, to develop standa rds  for adequacy—standa rds  th at  will provide service th at  is truly needed at  reasonable costs to the airlines.
Immediately following World War II , the  Board, by exemption, gran ted certain limited  auth orizations to carry  passengers and cargo to certain carriers who became known as irregular carriers. A case, known as the Large Irregular case, involving these  carrie rs was partially  decided in 1955 and, finally, in 1958. Cer­tain  of the irregular  carriers were certifi cated for certain types  of opera tions and became known as supplemental carriers . In 1959, the  U.S. Circ uit Court  of Appeals decided th at  in gran ting these certificates the  Board had exceeded its au tho rity  and  had the effect of inva lida ting  the  supplemental certificates. In 1960, the  Congress passed short-term  legislation to continue these  carriers in sta tus  quo for a sufficient time to permit  the  Board to reexamine the  entire  prob­lem. Thus , after nearly 16 years of struggling with this  problem the  Board still has before it a series of disputes rela ting  to  w hat  should be the proper sta tus  for a class of carriers whose exis tence will termin ate  with the  short-term  legisla­tion enac ted in 1960 which expires on March  14, 1962. The Board is sponsoring legislation to clarify its author ity  to  issue certificates for supp lemental air services. For these reasons, the  Board proposes to und ertake  a study to a id it in developing policies, procedures, and stan dards to guide it in actin g upon ma tters relat ing to the role of these  carriers.
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In its repo rt, the  House Appropria tions  Committee indicated th at  it was of 

the opinion th at  the  20 positions alloc ated  to internatio nal  activities could be 
reduced. Work in the  field of internatio nal  operation s is steadily increas ing in 
volume, complexity, and  importance . The  foreign-flag carriers are providing a 
very sub stan tial  and cons tant ly increas ing degree of competit ion with U.S. car­
riers on all princ ipal inte rnational routes . A growing num ber of foreign govern­
ments have shown a tendency  to curb  U.S. carr ier operations in orde r to pro tec t 
the ir own airlines and  in a desire to achieve more extensive and  deeper penetra ­
tion of t he U.S. mark et. This situ atio n is becoming more acu te with the  intro ­
duction of jet s and  affects not only internatio nal  tru nk  opera tions  of U.S. carriers 
bu t the ir domest ic operations  as well.

More and  more foreign airlines are planning  expanded operations, no t jus t for 
next summ er’s com petit ion, bu t for 1962, for 1963, and  even beyond th at . U.S. 
carriers,  the ir employees and our Government are concerned about. U.S. carr ier 
earnings and  the ir declining share  of the  world market.  We must begin now to 
reth ink  U.S. policy toward route  exchanges and  capacity and to reth ink  it  in 
term s of all the  economic and foreign rela tions problems th at  bear  on aviatio n 
policy, or the succeeding years will b ring  more acute , more difficult clashes be­
tween  U.S. and foreign interests. In recognition of the  extreme importance  of 
our responsibilities  in inte rna tion al air-o pera tion activi ties,  the  Board elev ated  its  
internatio nal  staff to the  Bureau  level. The  workload in this area  is expec ted to 
increase  su bstant iall y and  any reduc tion in the  in ternat ion al staff would seriously 
hamper the Boa rd’s act ivitie s.

The Boa rd’s safety  program for 1962 ant icip ate s an increase in the  number of 
field in vest igations coincident with  a projecte d 5-percent increase in the  number 
of a irc raf t accidents;  a sub stantial increase in expenditu re of staf f effort required 
to investiga te accidents involving late  ser ies of commercial j et  airc raft , reduction  
in the  accumulation  of incomplete accid ent repo rts, and expansion of accident 
prevention activ ities .

During the past severa l years, the demands  upon the Board  and its staff in the 
field of acciden t investiga tion have been grea ter tha n at any time in the  Board’s 
history. We are  co nstantly  st riving to improve our organ ization and  procedures . 
However, we find ourselves in a  pos ition of w antin g to do more to enhance safe ty 
tha n our resources will pe rmit  us to accomplish.  Dur ing 1960 alone, Board  per­
sonnel assigned to accident inves tigat ion work con tributed  approximate ly 20,000 
hours  of uncompensate d overtim e. The budget estimates provide for 45 new 
safety posit ions for fiscal 1962, of which 36 would be techn ical positions. The  
increase approved by the  House for safety  activities will help to reduce the  b ack­
log of accident repo rts and  greatly assist the  Board in  its safe ty funct ions.

With respect to “Paym ents  to Air Car rier s,” the  Board  reques ted an appro­
pria tion  of $81,700,000 for 1962. Review of these  estim ates indicate  th at  they 
are s till as accurate as we can reasonably pro ject a t this time, taking in to accoun t 
the  many  variables involved . Our review does not  indicate any  basis for dowm- 
ward  a dju stm ent  in the  $81,700,000 requested .

With  respe ct to the  limi tation which the  House bill would impose on subsidy 
paymen ts for helicopter operations, we have submitted  a sta tem ent covering the  
helicopter operations in considerable deta il. I would like to  m ention a few of th e 
high point s here.

The  helicopter carri ers were certifi cated for thre e specific purposes: (1) To 
exped ite metrop olitan mail deliveries to the cen tral  pos t office; (2) to assist  in the  
deve lopm ent of rot ary  wing airc raft  for nationa l defense purposes, and  (3) to 
dete rmine the  feasibility  of trans por tat ion  of passengers, in addit ion to  mail and 
pro per ty,  between the  centers  of cities or the ir airports  t o subu rban  and  outly ing 
areas.

The services of these  carriers have been utilized continuously by the  Post Office 
Depar tment . The Depar tment  of Defense has recognized the ir cont ribu tions 
to the  development of the mili tary  helicopter  a ircraft. Civil Defense author ities 
have testified  in helicopter renewal  cases of the  value of thei r services to civil 
defense, especially  in the  event of an emergency.

The subsidy of these carriers  stems from the  facts :
1. They had limited  revenue from passenger opera tions due largely to 

equipment limita tions.
2. They are still in a relatively early  stage  of development and  presen t 

aircraft have high cost characterist ics.
3. The airc raft  t ype  itself is in a highly transi tion al state.

Our estimate of subsidy for the helicopter carrie rs represents a judgment . It  
is based  on the  concept  that  the  twin-tu rbin e equipment now on orde r by the
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exist ing carrier s will in itially bring about an increase in subsidy due to  the  mainte ­
nance “lea rning  curve,” the  relatively high cost of such equipment, and the drop 
in load factors  which would accompany the introduction of equipment of g reatly 
increased capacity. However, the increase in load facto rs in subse quent periods 
and familiar ization with equipment will bring abo ut a gradual redu ction in 
subsidy. The subsidy es timate does not con template  th e certification of any new 
carriers, although there are some 80-odd appl ications for certifica te autho rity  on 
the Board’s docket.

The Board believes th at  the  helicopter operations it has certificated and  the  
subsidies expended for opera tions under those certificates have been in the public 
interest. It  urges the  Senate to delete the limit ing language from the bill.

Th at completes my s tate ment, and I will at tempt  to answer  any questions you 
may have.

S afe ty  P ro gr am

Mr. Boyd. 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 aircraft accidents; a 
substantial increase in expenditure of staff effort required to investi­
gate accidents involving late series of commercial jet aircraft ; reduc­
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 i ts 
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 will 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 tha t item, you are satisfied with the 
amount in the  bill?

Mr. Boyd. Yes, sir.
D U PLIC A TIO N  O F A C C ID EN T IN V E ST IG A TIO N

Senator Magnuson. 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 
tha t a fair way to put it?

Mr. B oyd. 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 Magnuson. So you are saying, in effect, despite the fact the 
FAA has responsibility in this matter  and the  Board has responsibility, 
we have eliminated what they call small accident cases?

Mr. Murphy. Nonfatal. Of a nonfatal character. We have 
eliminated th at by delegation of authority

Senator Magnuson. Are you still in t ha t field?
Mr. Boyd. Yes, sir; we are still in th at field.
Senator Magnuson. I thought you fellows agreed tha t one of you 

was going to take it over?
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Mr. Boyd. The FAA is handling under PN-13 the investigation  of 
nonfatal small aircraft accidents. The Board is handling the inves­
tigations of fatal small aircraft accidents. The reason for PN-1 3 is 
tha t the Board has not been able to convince the Bureau of the 
Budget, I presume, th at we should fulfill our s tatu tory  obligations.

Senator Magnuson. But generally speaking, the accident inves­
tigations are not a duplicated operation. That  is two sepa rate inves­
tigations, the FAA and CAB and industry all work together? Is t ha t 
a fair statement?

Mr. Boyd. Tha t is absolutely correct.
Senator Magnuson. Now, they may come to different conclusions?
Mr. Boyd. I do not think so.
Senator Magnuson. Well, they might. We have had some. We 

have had different conclusions. But the investigation is pre tty well 
a join t effort; le t’s put it tha t way.

Mr. Boyd. 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.

D IF F E R E N T  C O N C L U S IO N S  ON  A C C ID E N T S

Senator Magnuson. But it is still possible to come to two different 
conclusions.

Mr. Boyd. As a legal matter, it is only possible to come to one 
conclusion, and tha t is the one the Board reaches. Now, individuals 
differ.

Senator Magnuson. Does Halaby think that?
Mr. Boyd. Yes, sir.
We have no disagreement on this point,  no disagreement whatsoever.
Senator Magnuson. Because our committee has had some occa­

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 par t 
of it, where we did have two conclusions, and then the problem was 
whether the public should get the information tha t 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—legally. 
I understand that .

R E S P O N S IB IL IT Y  W IT H  CAB

Mr. Boyd. I would say, sir, tha t as a result of the confirmation 
hearing of Mr. Halaby, he stated at tha t time this was our problem 
and our function and responsibility.

Senator Magnuson. But tha t they would participate and be as 
helpful as they could in these matte rs, because they have responsi­
bilities, too.

Mr. Boyd. Sure, they have very great responsibilities in this area. 
But I do not——

Senator Magnuson. 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 
from happening in the future, it gets a little confusing for the traveling 
public.
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Mr. Boyd. I do not anticipate any problem there, Senator. I 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.

AREA S O P D IS A G R E E M E N T

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 Magnuson. Or the  Board may recommend drastic action 
and the FAA not agree with it.

Mr. Boyd. Tha t is right, sir.
Senator Magnuson. Or the FAA may recommend or suggest some­

thing, too. It  could work both ways.
Mr. Boyd. Not really, because we have no function other than 

recommendation. The FAA has to carry it out.
Senator Magnuson. Tha t is r ight.
Mr. Boyd. And this is where we do get differences of opinion.
Senator Magnuson. But again the liaison between the two as far 

as you can say generally is very good?
Mr. Boyd. Yes, sir. We have been having a “love feast .”
Senator Magnuson. Are there any questions on this accident thing? 

Senator Allott?
Senator Allott. No questions.
Senator Magnuson. Senator Schoeppel?
Senator Schoeppel. No. I am sorry  I  was not here earlier. 

P aym en ts  to  A ir  C a r r ie r s

Senator Magnuson. Now we get down to payment to air carriers 
in your s tatement on page 11.

Mr. Boyd. With respect to “Payments  to air carriers,” the Board 
requested an appropriation of $81,700,000 for 1962. Review of these 
estimates indicate tha t 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 Magnuson. You will recall, Mr. Chairman, tha t 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. Boyd. Yes, sir. My recollection is tha t they are the same.
Senator Magnuson. As I recall, you said in the neighborhood of 

$81 million.

L im it a tio n  on  S ubsi d y  P aym en ts  fo r  H e l ic o p t e r  O p e r a tio n s

Mr. Boyd. Tha t is correct, sir.
With respect to the limitation which the House bill would impose 

on subsidy payments for helicopter operations, we have submit ted 
a s tatement 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 aircra ft for 

national defense purposes; and
(3) To determine 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 Depar tment  of Defense has 
recognized their contributions to the development of the military  
helicopter aircraft. Civil defense authori ties have testified in heli­
copter renewal cases of the value of their services to civil defense, 
especially in the event of an emergency.

REA SON S FO R H E L IC O P T E R  SU B SID Y

The subsidy of these carriers 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 aircraft have high cost characteristics.
(3) The aircraf t type itself is in a highly transitional state.
Our estimates of subsidy for the helicopter carriers represents a 

judgment. It  is based on the concept tha t 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 carriers, although there are 
some 80-odd applications for certificate authority  on the Board’s 
docket.

The Board believes tha t 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 concludes my statement, Mr. Chairman.

S u b si d y  P aym en ts  to  H e l ic o pte r s  in  1961

Senator Magnuson. All right.
Now let’s get into this helicopter thing.
First, what is the figure tha t we paid in subsidies for helicopters 

this last year—will have paid as of July  1?
Mr. Boyd. Roughly $5 million.
Senator Magnuson. $5 million. What was asked for?
Mr. Boyd. For 1962?
Senator Magnuson. Yes.
Mr. Boyd. $6,900,000.
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INCR EASE IN SUB SID Y FOR HELICOPTERS

Senator Magnuson. $6,900,000. Approximately $7 million. Why 
did you ask for that  extra $2 million?

Mr. Boyd. 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 Magnuson. And will carry  more people.
Mr. Boyd. 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 Magnuson. All right. But  this extra $2 million was 
contemplated for the three existing carriers, estimated, for fiscal 1962.

Mr. Boyd. Tha t is right, sir.
Senator Magnuson. 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?
GUAR ANTEED LOAN APPLICATIONS FOR TWIN TU RBINE -PO WE RED HELICOPTERS

Mr. Boyd. 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 Allott. All of them?
Mr. Boyd. I believe all three of them.
Mr. Roth. We have approved in principle one of the three. We 

have not acted upon the other two.
Mr. Boyd. But the other two have applications before us.
Senator Magnuson. 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. Boyd. That  is correct; yes, sir.
Senator Magnuson. And the 80 applicants can just sit and wait.

HE LIC OP TER OPERA TIO N IN  WAS HI NG TO N-DU LL ES -BAL TIMOR E ARE A

Mr. Boyd. 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.
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H E L IC O P T E R  O P E R A T IO N  IN  A TLA N TA

Senator Magnuson. 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. Boyd. Yes, sir.
Senator Magnuson. With respect to operating helicopters there.
Mr. Boyd. We have no money for that.
Senator Magnuson. All right.
(The le tter referred to follows:)

Atlanta, Ga., February 20, 1961.
Re Atlanta  Helicopter Airways, Inc.
Senator Richard B. Russell,
Senate Office Building,
Washington, D.C.

Dear Senator Russell: The budget submitted  by the  Eisenhower adminis­
tra tion requested a Federa l subsidy of $7,100,000 for helicopter operators. This 
is an increase of $2,335,000 over the  subsidy of $4,765,000 gran ted to thre e heli­
copter op erato rs during  the fiscal year ending June 1960.

If the  new subsidy for helicopters is approved, would it be possible to allocate 
the  increase of $2,335,000 for the benefit of other  helicopter operators who might  
be approved for opera tion and for subsidy during the  next  fiscal year? If you 
approve of this idea, I earnestly solicit your  suppor t.

We have estim ated  th at  it will tak e approximately $600,000 in subsidy to 
opera te a sufficient number of helicopters of the  proper  size in order  to make a 
scheduled he licopter service in A tlan ta as profitable as possible.

Tha nk you very much for your pas t advice and  help.
Sincerely yours,

Moreton Rolleston, Jr.,
Attorney at Law.

Effect of Limitation

Senator Magnuson. 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 t hat  one of these three  you would not be able 
to take care of, with respect to this new equipment.

Mr. B oyd. I do not know, Mr. Chairman. You raise a very 
interesting question, and we do no t know actually what would result.

Now, clearly, if this limitation stays in, the Board is no t 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 opera tion 
has what we deem to be a valid claim against the U.S. Government.

Senator Magnuson. And you would probably have to come to 
Congress and ask for money anyway.

Mr. Boyd. Yes, sir.
TR EN D  O F H E L IC O P T E R  SU BSI D Y

Senator Magnuson. The subsidy for all these three has constant ly 
gone up every year, hasn’t it, rather than going down?

Mr. Boyd. Yes, sir ; tha t is correct.
Senator Allott. Does anyone have the subsidy on these for the 

last 5 years, just to give us an orientation?
Senator Magnuson. Make him put tha t in the record.
Senator Allott. I would like to know.
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Senator Magnuson. I think it has gone up.
Senator Allott. We have had it before, but  what is it?
Mr. Boyd. I can give you the figures right here, sir.
Senator Allott. All right.
Mr. Boyd. Starting with 1960----- -
Senator Magnuson. Put  in the record when we started subsidizing helicopters, and how much it cost us, and the year-to-year figures?
Mr. Boyd. 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 Magnuson. In other words, it has gone up all the time?Mr. B oyd. Yes, sir.
Senator M agnuson. Now, I  th ink 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. Boyd. Tha t was for three.
Senator M agnuson. And this was for all three?
Mr. B oyd. Tha t is right.
Senator M agnuson. Has constan tly gone up.
Mr. B oyd. Yes, sir. Tha t is due primarily, Mr. Chairman, to expanded operation.
Senator M agnuson. I suppose there is some of tha t, too. They have expanded the operation?
Mr. Boyd. Tha t is correct, sir.
Senator Allott. 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. Boyd. Yes, sir; tha t is true. But I do want to point  out, 

Senator, that  we are dealing in an experimental area. Now, the Board has great fa ith in the future of helicopters, and we feel tha t this 
operation has been entirely in the public in terest. We are confident tha t the subsidy curve will shift and s tar t downward after the carriers get this new equipment.

T U R B IN E -P O W E R E D  H E L IC O P T E R S  IN  S E R V IC E

Senator Allott. Now, I ask this question: How many of these three operators actually  have gone ahead and placed turbine-powered helicopters into service?
Mr. Boyd. Los Angeles Airways is the only one tha t has actually  

put  one in service, because the ones they  are buying now are not yet, or had not been, certificated for delivery. Los Angeles Airways was 
able to lease a single-turbine helicopter from Sikorsky last fall, which they pu t 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.

T W IN  T U R B IN E -P O W E R E D  H E L IC O P T E R S  IN  S E R V IC E  N E X T  Y EA R

Senator Allott. Well, now, with the plans tha t are on the board now for orders, assuming tha t 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. Boyd. Fifteen.
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Senator Allott. Will these be fairly equally distributed between 
the three?

Mr. Boyd. Yes, sir. Five apiece.
Senator Allott. Five apiece. The reason I ask these questions, 

every year-----
Mr. Boyd. I am sorry, sir, there  will be 13.

A ppr o x im a tio n  o f  H e l ic o p t e r  S u bsi d y  to  1966

Senator Allott. Every year we have had this same quest ion come 
up, and each year we see the subsidy increased, as I have pointed out 
here, and yet we have been told each year, “Well, w’e are ju st turning 
the corner, and next year there is going to be a more favorable 
pictu re.” And yet since 1956 we have tripled the subsidy. Now, 
according to your own statement  then, as I in terpret 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 tha t the picture is going to get worse 
because of the learning and experience table, and also because they 
will resul t in a low load factor, at least in the initial stages. Now’, do 
you have any way of estimating, leaving out the question 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. Boyd. Yes, sir; I  can give you some rough approximations.
Senator Allott. I know you cannot foresee the future.
Mr. Boyd. I w’ould 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 Allott. I will assure you I will never hold you to these 
figures. In other words, it is your opinion now tha t 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 tha t in 1965?

Mr. Boyd. I think tha t is about correct, yes, sir.
h e l ic o p t e r  o pe r a t io n s  in  o t h e r  a rea s

Senator M agnuson. Of course this is not considering they might 
want to p ut in more service.

Senator Allott. That is the trouble. And this raises that  question, 
Mr. Chairman. I think we are all aware tha t 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 respect to 
convenience, tha t it will be almost impossible to resist additional 
service here. Then you have such other great metropolitan areas 
around the country  w'hich are reflected in your 80 applications here. 
We have one from Atlanta. And I am sure tha t the Chairman’s area, 
Seattle, is another one tha t w’ould undoubtedly come under that . 
And San Francisco, maybe Pittsburgh, maybe Philadelphia, Cleve­
land, and just go on ad infinitum. I can think  of many others tha t 
are almost certain to come in here. I know’ my own people in Colo­
rado have shown a very great intere st in this. And the future  
policies of the Board in this mat ter are going to be rather sensitive 
to say the least.
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Mr. Boyd. Senator, I should tell you gentlemen tha t the industry  
is quite a bit more optimistic about this than is the Board as to the 
amount of subsidy tha t is going to he involved in the next 5 years. 
We are try ing to be conservative in this and no t 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 tha t would be required so we could get some 
pret ty good experience from the various types of operation tha t would 
be comprehended in almost any metropol itan area in this country— 
that  we will eventually, through the operation of these carriers, be 
able to get the costs down to such an exten t that a profitable, economic 
operation can then be established in all the  other  areas of the  country.

P R IV A T E  U N C E R T IF IC A T E D  H E L IC O P T E R  O P E R A T IO N S

Senator Magnuson. Are some organizations trying it privately?
Mr. Boyd. 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. B oyd. 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 opera tion is a ra ther  unique situa­
tion, though, because there is a great deal of traffic between the air­
port at San Francisco and downtown Oakland and the airpor t at 
San Francisco 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 Allott. Now this is certificated, of course?
Mr. Boyd. No, sir.
Senator Allott. It  is not certificated?
Mr. Boyd. No, sir.
Senator Allott. Are they certificated under whatever State  au­

thority  has  charge of this in California?
Mr. Boyd. Either the San Francisco Public Service Commission 

or the California Public Utilities Commission have granted  them 
some authority ; yes, sir.

Senator Allott. But none of these others  tha t are operating on 
their own have certificates of any kind from the Board?

Mr. Boyd. No, sir. They are operating in a weight category 
if I am not mistaken, below tha t for which the Board would require 
certification.

Senator Allott. Do you have any idea how many operations similar 
to tha t in San Francisco, tha t is by “ similar” I 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. Boyd. I would guess, Senator, 35 or 40. Atlan ta has one, for 
example, an outfit known as Pioneer. There are two or three here at 
Baltimore.
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Senator  M agnuson . Off the reco rd.
(Discussion off t he  reco rd.)
Senator M agnuson . We have le tte rs  from two Senator s on thi s 

subje ct th at  we will place  in the  record .
(The  le tte rs  refe rred to follow:)

U.S. Senate,
Jun e IS, 1961.

Hon. Warren G. Magnuson,
Chairman, Subcommittee on Independent Offices, Senate Appropriat ions Committee, 

Washington, D.C.
Dear Mr. Chairman: I am writing to express my concern over  the  recent 

actio n taken by the  House Appropriations Committee in cut ting subs idy pay­
ments for helicopter opera tions  for fiscal year  1962 from the  bud get  requ est of 
$6.9 million to $5 million. I hope th at  the  Sena te comm ittee  will make every 
effort to have this cut restored. Furthermore, I hope th at  the  Senate committe e 
will not  subscr ibe to the  House commit tee’s expressed inte ntio n to  make thi s 
“the last time  it would recommend funds for subsidy paymen ts for helicopter  
operatio ns.”

The three helicopter carriers  which have  provided services in Los Angeles, 
Chicago, and New York have been in opera tion  since October 1, 1947, August 20, 
1949, and October 15, 1952, respective ly. While it  is t rue  tha t these  th ree  ca rriers  
have been paid  subsidies by the  Federal Government thro ugh out  their  existence, 
it mus t be kep t in mind th at  the cont ribu tions they have made in develop ing the  
ar t of helicop ter operation  have been in the  nat ional inte rest .

These three carrie rs have made tremendo us progress—to the  point where in 
1960 they carried over 500,000 passengers. But perhaps more im portant is the  
fact  t ha t the ir operation s have con tributed materia lly to the  overall deve lopment 
of the  he licopter. They  have been of infinite  value to the  D epa rtm ent  of Defense 
in improving helicopters used by the  armed services and in developing new equip­
men t which promises to reduce the cost of helicopter operations in the futu re.

The  three presently certificated helicopter operators are planning this  year  to 
introduce  in to service the  twin  tu rbine -powered  helicopter. This turbine-powered 
helicopter, carry ing abo ut 25 passengers, would cut  in half or more the  direct 
seat  mile operating  cost of the  recip rocating engine transp ort  helicopter  now in 
use. This  is a real breakthrough and one which will even tually lead to more 
economical operation and to reduced subsidies.

The  con tribution which the  helicopter carrie rs have made to the  nationa l 
defense and to the  postal service should not be underes timated . Nor  should it 
be measured in term s of dollars. At a time when real progress is being made, I 
thin k i t is not in our natio nal inte rest  to discourage the operation s of our  helicopte r 
carriers.

Sincerely  yours,
Clair Engle, U.S. Senator.

U.S. Senate,
Washington, D.C., Jun e 13, 1961.

Hon. Carl H ayden,
Chairman, Senate Appropriations Committee,
Room 1235, Senate Office Building.

Dear Mr. Chairman: I enclose for your 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 Pater son, N.J ., and Mr. Edwin J. 
MacEwan, vice pres iden t of t he Pate rson  Greater  Cham ber of Commerce, with 
regard to the ir concern  about the  redu ction in subsidy appropr iations for New 
York Airways.

I would be grateful  for any comments you might have abo ut this  ma tter. 
Sincerely,

Clifford P. Case,
U.S. Senator.

71036 O— -9
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Paterson, N.J ., Ju ne  7, 1961.Senator Clifford P. Case,
Senate Office Bui lding, Washington, D.C.:

UPI dispatch  and the  Paterson News today  s tates CAB will shortly inform me 
th at  because of House cu tting  $1.9 million, New York Airways will be unable to 
serve Paterson and perhaps the  entire metropo litan area with scheduled  he licopter service.

Thus, Paterson and Federal Government investm ent  of $155,000 in our  new 
heliport will go down the drain  and CAB a nd Pate rson  will be the  laughing stock of every city in th e country .

We believe that  every effort should be made to amen d this  bill in the  Senate 
but  only afte r you receive assurances th at  the New York Airways have been given or will be given approva l to serve city  with  regu lar schedule .

E dwin J. MacEwan,
Executive Vice President, Greater Chamber of Commerce.

Paterson, N.J ., Jun e 8, 1961.Senator Clifford P. Case,
Senate Office Building, Washington, D.C.:

MacEwan’s telegram to you Wednesday expresses my sent imen t. General survey indicates manufac turing plan ts in area  would have approxim ately  1,000 
passengers month ly to major airpo rts. Indepe nde nt passenger trav el should at  
least double this potentia l. Helicopter service to our helip ort represents  only opportunity  Pate rson  will ever have to service our great indus tries and citizens 
with direct  air travel. Area which heliport  will service represents one of the  grea test exploding popu lation areas in country . Utterly  ridiculous Fede ral Gov­
ernm ent should not  have reimbursed us for our share of the  cost of Pate rson  
heliport according to agreem ent. Believe we should receive assurance from CAB that  sufficient subsidy would be provided to make it  mandato ry th at  New York Airways provide service to Pater son. A m odern  city  servicing in a rea conta ining  
a million and a quart er population must be prov ided  with modern air trave l. 
Need all the assistance you can give us to expedite this service from Pate rson  
heliport.

Sincerely yours,
F rank X. Graves, J r., Mayor. 

Payments to Air Carriers

Senator  M agnuson. Now the whole  sub sidy program is, aga in, 
$81,700,000. We will place  in the rec ord  how  it is divided.

(The info rma tion  referred to follows:)
Payments to Air Carriers 

Summary of requirements
[In thousands]

Appropriation, 1961____________________________________________ $65, 000Add proposed supp leme ntal appropria tion,  1961____________________ 21, 944
Total requirements,  1961_________________________________  86, 944

Net paym ents,  1961____________________________________________ 86,944
Base for 1962___________________________________________  0

Requirements for 1962 (by ac tiv ity ):
Domestic trun klines _______________________________________________
Local service operat ions ._____ ______________ ______ ________  66, 933
Helicopter ope rat ion s.  _____ _______________________________  6,959
Alaskan ope rations_________________________________________ 9, 246
Hawaiian ope rations_______________________________________  465
Intern ational op erat ions ..____ ______________________________ _______

Gross payments , 1962____________________________________  83, 603
Less estimated refunds from carr iers______________________________  1, 903

Net  payments , 1962____ ____ _______________ _______ ____  81, 700
Total estimate of appropria tion, 1962______________ _______ _ 81, 700
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Local Service Operations

Senator Magnuson. The domestic trunklines  are all off subsidy, 
is tha t correct?

Mr. Boyd. Yes, sir.
Senator Magnuson. The local service operators, the $66,933,000, 

is tha t higher than last year? I think it is.
Mr. Boyd. I believe it is a little. We get back into this question 

of payment and accruals. Payments  in 1961, during this current  year, 
are higher than  will be the  case in 1962.

Senator M agnuson. Of course we unders tand the reason for tha t. 
There is more service, there are more towns-----

Mr. Boyd. Plus which we were catching up from the past.
Senator M agnuson. And you testified in a supplemental tha t you 

were getting up to date on the payments in this particu lar thing.
Mr. Boyd. That is correct, sir.
Senator M agnuson. And tha t you had, with the exception I think  

of one local service carrier, brought them up to date.
Mr. Boyd. That is right, sir. I believe we have only one left. 

We got bogged down on one, so we may have two.
Senator M agnuson. 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 
financial s ituations where they have to meet demands from month to 
month.

Mr. Boyd. Mosr of these carriers have very little  working capital.
SU BSI D Y  R ED U C TIO N

Senator M agnsuon. Now, you have also testified, and many mem­
bers of the Board over the years, tha t they hope, again, tha t there 
we star t to reduce th at subsidy, and there have been some suggestions 
made as to how we might do that.

It  has been pre tty hard to do it in the past 5 years because of the  
number of new communities tha t 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 
profitable or not. Now, what has the Board done, or what do they 
intend to do, in tha t situation?

For instance, the use i t 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 communi ty—have you any 
statement to make on that?

D E V E L O P M E N T  OP R E G IO N A L  A IR P O R T S

Mr. Boyd. 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 statem ent recently, a joint statement, 
in which we encouraged the development and utilization of regional 
airports whenever possible. At the Board, we feel tha t 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 M agn uson. I will pu t th at  relea se in the  record in full, 
and also the  le tter  from the chairma n of the  Ap propria tions  Com­
mittee, Mr . Ha yden,  who wro te to you  ab ou t thi s mat te r, as well as 
your reply.

Mr. Boyd. Yes, sir.
(The  inform ation refe rred  to follows:)

Civil  Aeronautics Board, 
Washington, D.C., May 2, 1961.

The Federal  Aviation Agency and the Civil Aeronautics Board today join tly issued the following sta tem ent of policy with  respect to the  use and development of air  carrier airports :
The Federal  Aviation Agency and the Civil Aeronautics Board have become increasingly concerned over the  estab lishm ent of sep ara te air carrier airports  in cities sufficiently close to be served thro ugh  one  a irport . The use of two or more airports by the  scheduled airlines in serving an area  in many instances tend s to diminish the  services to each airport and increase the  cost of air tran spo rta tion. 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 aviat ion. However, this  would never be accomplished in such a way as to compromise the  safety of eithe r scheduled air transpo rt or general avia tion.
From the point  of view of the  Civil Aeronautics Board, scheduled airline service into two separate  airports  that  are reasonably adjacent often result s in a dete ri­oration of the  qua lity  of airline schedules to the  area. In many cases, without  subs tant ial inconvenience to the  air passengers, they could be served thro ugh  a single a irpor t, result ing in improved scheduling, be tter quality  of service thro ugh  the  use of larger equipment, and an overall improvement in air service to t he  area .The Federal  Aviation Agency and the  Civil Aeronautics Board agree th at  the  use of a single a irpo rt serving  ad jace nt communities , where such action may resul t 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 imp ortant  facto r in considering applications for Federal funds for airpor t cons truct ion purposes and applica tions for certif icated  airline service.

N. E. Halaby,
Administ rator, Federal Aviation Agency.

Alan S. Boyd,
Chairman, Civil Aeronautics Board.

U.S. Senate ,
Committee on Appropriations ,

May 8, 1961.Hon. Alan S. Boyd,
Chairman, Civil Aeronautics Board,
Washington, D.C.

Dear Mr. Boyd: I am writing  to you and enclosing  a copy of a policy sta te­ment  th at  has been presente d to me as being a new and cons tructive cont ribu tion  on the pa rt of subsid ized scheduled airlines of the  United States on the  subject of their annual increase  in appropriation s needs.
You have appe ared  before t he  Senate Committe e on Appropriat ions in s upp ort of payments  for  air carriers and  are aware of th e dire ct inte res t expressed by the committee members on the occasion for re quests for both supp lementa ry deficiency appropr iations and fiscal year  requi rements. The committee has consistently  accepted the CAB presentations  and in all recent cases acceded to the  requ ests  

of your agency.
This policy sta tem ent seems to present the  most constructive  program I have seen th at  offers a promise of subsidy reduction , partic ula rly  in reference to route  strengthening. It  is suggested that  your comm ents on thep ract icab ili ty  and the appropr iaten ess of th e policy direction signified in the  ALTA news release might be comm unicated to the comm ittee.
This reques t is made, believing t ha t it offers no conflict in the prese nt relat ion­

ship between  the  legislat ive branch and one of i ts agencies, and th at  there is no specific Board hearing case or decision implied referred to in the request.
Yours very sincerely,

Carl H ayden , Ch air ma n.
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Civil Aeronautics Board, 
Washington, D.C.,  M ay  24, 1961.

Hon. Carl Hayden,
Chairman, Committee on App ropriat ions,
U.S.  Senate, Wash ington, D.C.

Dear M r. Chairman : This is in reply to  your le tte r of May 8, 1961, enclosing a 
copy of a policy sta tem ent issued on April 28 by ALTA, the Association of Local 
Tra nsport  Airlines. The association’s news release enumerated  four steps it 
believes mus t be implem ented to accomplish the objec tive of reducing the local 
service carr iers’ dependence on Federa l subsidy .

We are g ratified to have the o ppo rtunity to comment on the  statem en t released 
by the associa tion. The four steps  comprising the  program recom mended by 
ALTA represe nt essentially,  we believe, an endorsement of the Boa rd’s program 
to strengthen  the local carriers.

Firs t, ALTA supp orts  the  Board’s use-it-or-lose-it policy to the  end th at  this 
policy will be stre ngthened and enforced. For your in formation,  we are enclosing 
a copy of th at  policy which was enuncia ted in the  Board’s decision issued on 
December 8, 1958, in the  seven state s area invest igat ion.  This proceeding was the 
first of the series of 12 a rea invest igations designed to review local a ir tra ns po rta ­
tion needs throug hou t the  country. All route awards in subs equent area  pro ­
ceedings have a lso been g ranted subject  to the  use-it-or-lose-i t policy . Under the 
terms  of th at  policy continuous  review is maintained  of the traffic resu lts ex­
perienced from the new services authorized in the area  proceedings.  As a resul t, 
six formal investiga tions have recen tly been set  down to consider whe ther  c ertain 
of the service authoriz atio ns should be terminated because of low traffic. Further 
proceedings to implemen t the policy will be ins titute d on a timely basis.

Second, ALTA urges the  continued tran sfer of tru nkl ine  point s to local service 
airlines. This proposal is also in line with the  Boa rd’s program being considered 
in the  area proceedings and othe r consolidated or indiv idual  cases. Since De­
cember 1958, the Board has authorized  the suspension or deletion of more tha n 
100 trunk line  author ization s and replacement by local service car riers. Numerous 
fur the r issues of the  possible sub stitutio n of local for trunkline carrie rs are being 
considered in curr ent proceedings, some of which have  not ye t reached the  Board 
for decision.

Access by local service carriers  to profi table  dense shor t-haul markets , and the  
elimination of a ll local service operating  rest rict ions, are urged by ALTA as the 
thi rd and fou rth  steps  of the  association’s programs. Over the  pas t 2% years 
the  Board  has gre atly  increased the  operating flexibil ity of the  local car rier s’ rou te 
authorizations although at  the same time  requiring  a  minimum volume of service  
at  inte rmediat e point s. Thus,  the  elimination of many,  alth ough not  all, oper­
atin g rest rict ions perm its the local carrie rs to schedule more advanta geously  in 
dense shor t-haul markets  available to  them than  was previously permitte d. As 
a general rule the  Board’s decisions provide th at  the local carriers may schedule 
nonstop service between noncompetitive term inal  cities, and one-s top service 
between  competit ive teim inal s. In specific instances the carrie rs hold even more 
flexible operating autho rity  in markets found to require additional unrestr icted 
service. As sta ted in the  enclosed excerpt tak en from the  discussion of skip-stop 
autho rity  in the Board’s decision in the  Seven States Investigation, th e Board’s 
“reasons for libera lizing the  rest rictions * * * are to  be found in two basic 
objectives: (1) the  desire to minimize the  subs idy requiremen t for the  new routes , 
and (2) to permit  the  local service carrie rs to  improve thei r services to th e public 
where the  traffic demands  at inte rmediat e points will support the  se rvice .”

In addi tion to the  basic issue of skip-stop  autho rity considered  in rou te 
proceedings, specific carrie r proposals for au tho rity to operate in competit ive 
short-ha ul markets are at issue in cur ren t proceedings. These proposals will of 
course receive the Boa rd’s careful considerat ion before decisions are reached .

In connection with the  overall objec tive to  reduce the  local car rier s’ depend­
ence on subsidy, we also wish to bring to your att ention the Board’s program for 
placing all local service carriers on a class subs idy rate . The  current class sub ­
sidy rat e covering the  majority of these  carrie rs has been in effect only a sho rt 
time and  is under continuous  review by the  Board and  its staff. The  Board’s 
appioach is to form ulate  the  class subsidy ra te  as one of the means designed to 
maximize carrie r incentive and ultim ately accompl ish a favorable imp act  on the  
subsidy bill. In developing the  class subs idy rat e the  Board and  its staff  have 
worked closely w ith the  local carriers and with  ALTA.
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We appreciate  the  opp ortu nity  to comment on the  prac ticabili ty and the  ap­propriateness of the  policy direction  signified in the  ALTA sta tem ent . The news release is returned herewith in accordance with your  request.Sincerely yours,
A la n S.  Bo .'D, C h a ir m a n . 

S k ip -S to p  A u th o r it y

We turn  now to the question  of what restr ictions should  be ap plied to the  new services we are awarding in the  Seven Slates area.  The examiner recommended th at  after  each intermediate point  on a new segment has received two daily round trips , the carrie r should be perm itted to provide skip-s top service on that  segment, except th at  a t least  two in termediate po ints  should  be served on term inal-  to-te rminal flights where a trunkline carrie r also provides service between  such termina ls. In general, we agree with the  examiner’s recommendation,  except that  generally we will only require one-stop rather tha n two-stops between competi tive termina ls.
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 subsidy requirements for the  new routes,  and (2) to perm it the  local service carriers to improve their  services to the  public where the  traffic demands at intermediat e points will support the  service. After all, the  auth orization s we are granting herein will entail  an estimated subsidy of approxim ately $5 million annually. It is manifestly incumbent upon this  Board to hold subsidy requirements to a minimum consis tent with the  overall objec tives  of the act.  To the extent  that  opera ting restr ictions are placed upon a route , the y pro tan to  impa ir the freedom of management to  opera te t he  routes in th e most economical fashion possible, and necessarily inh ibit  th e opp ortuni ty to t ail or  schedules and  services to the needs of traffic as they arise  from time to time. Notwi ths tandin g these considerations,  w'e have always found it necessary to ilnpose some rest rict ions on local service routes to insure th at  the  intermediat e points  will obta in sufficient service and to pro tect  the trun kline carr iers from undesirable competition. The cha rac ter  of the  restr ictions imposed has varied from time to time, and in a general sense has tended to be less rest rict ive as the local air c arrier route sy stem has developed and as the trunkline carriers have grown and expanded  the ir services. In the  course of evolving appropriate local service restr ictions, we have seen th e development of various skip-stop authorizations in d ifferent markets. In some cases, local service carriers have been given nonstop rights, even between  terminals. In othe r cases, carriers have been granted one-stop auth orizations in markets also served by trunk lines , whereas in o the r situa tions two stops have been requi red. While no uniformity  of res tric tion  exists in the local service field, the  "Ozark type ” restr iction has recen tly appeared in a number of local service certificates.Under the  "Ozark type” certificate, it is notewo rthy  th at  local service carriers have been granted  skip-stop authority  between pair s of poin ts served by trunk line  carriers, except th at  on term inal -to- term inal  flights, a minimum of two inter­media te poin ts are required to be served.  The action  we are taking herein fur the r liberalizes the  "Ozark type” res tric tion  in th at  it only requires one stop between competitive term inal s and perm its nonstops between noncompetitive terminals.
As to nonstops between  noncom petit ive terminals , the  only question th at  arises is whether the local air  carrie rs will thereby  neglect the  services required  at  the inte rmediate  points on the segment.  We thin k the  answer to this question is clearly in the negative, since nonstop service will no t be perm itted  unt il each intermediat e point is scheduled to receive at  leas t two round trips a day. In addition—and this is highly significant—th e autho rity to opera te nonstops by no means imports any assurance  t ha t nonstop flights will be assured subsidy sup­por t. By not  p rohib iting  nons top services, we leave with  management the basic responsibili ty which it a lways has to operate  th e routes award ed on an economical basis; and if nonstops are operated , it will be incumbent upon managem ent to show that  these services were w arranted  by economical and efficient management in conformance with the  requi rements of section 406, if any  claims for subsidy are  to be advanced. What we are doing in the present proceeding is refraining from imposing certif icate  restr ictions which rigidly tie the  hands  of management and  which should never be imposed unless abso lutely necessary.
So too, in the case of one stops between competi tive  terminals , we are  leaving to the  ini tial judgment of management  the determinat ion of whether th e available traffic war rant s such operations. Since (with minor  exceptions) two daily round
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trips to the  inte rmediate  poin ts are required before one-s top flights can be oper­
ated, we are satisfied th at  the  interm ediate p oints will receive the necessary mini­
mum pa tte rn of service to the  terminal points.  And, insofar as the  protectio n 
of the trunklines is concerned, we are fully convinced th at  they  are not  ent itled 
to any more protect ion from the local service carriers th an  we are providing. The 
simple fact  is t ha t 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  am oun t of 
competition from the local service carriers which we ar e authoriz ing. To begin 
with, the  trunk line carriers 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 m arket 
where they  compete. The mere fact that  a trunkline carrie r has preceded a local 
carrier in a given marke t does not ipso facto e nti tle  th e trunkline carrier to immu­
nity  from competi tion by a local service carrie r in tha t marke t. Our main objective 
in placing a one-s top restr iction on flights between competitive te rminals is not so 
much for the  protection of the  trunkline ca rriers, as it is to exclude the local service 
carriers from par ticipation in mark ets where the  need for direct competit ive 
service has not  been shown and  where the likelihood is th at  th e ef fort by the  local 
carrier to  compete would jeopard ize the soundness of the local car rier’s operations. 
In cont rast,  the one-stop  auth orization  is int ended to perm it the  local air carriers 
to give improved local service between stronger intermediat e points and those 
terminal points wrhere the  public wishes to travel. Without skip-stop autho rity , 
the  local carrier may be forced to provide  excessive service to weak intermediat e 
points  in order to meet the service requ irements at  stronger  inte rmediate  point s. 
In those cases where one-stop local service op erations will be economically feasible, 
management will be in a  position to improve  the service to the public and at  the  
same time conduct more economical operations , since it is manifest th at  longer 
hops and the elimination of unnecessary stops minimize opera ting costs.

in  assessing the impact of the one-stop authority  wre are granting, it mus t be 
borne in mind tha t the  local service carriers will not be in a  position to even con­
sider operating  such service until the  segment in ques tion is sufficiently strong 
to war rant service in addit ion to the required two daily round trips to each inter­
media te point. It  is app are nt from the revenue forecasts for many of the routes 
we are awarding, th at  in the  immedia te future  at  least, no more tha n two daily 
round-t rip frequencies will be feasible on many of the  segments awarded. This 
underscores the  f act that  we are leaving the  carriers with the freedom to develop 
thei r routes as traffic develops, rather  than  imposing at the  outset inflexible re­
stric tions  upon their operations.

With regard  to the  inte res t of the trunkline carrie rs in preventing  diversion by 
the local service carriers, we think it is im portant to point out tha t the  trunkl ine  
carriers  have to a large extent a common inte rest  with  the  Board in developing 
a sound local air service system, since t ha t system is responsible for feeding into 
the  trunk line  system  millions of dollars of revenue. It  is also significant to point 
out  the  many advanta ges  th at  the trun kline carriers have enjoyed through the  
elimination of weak points from thei r trun kline systems and the transfer  of such 
points to local service carrie rs w hich assume the  obligat ion of serving these poin ts 
on a subsidy basis. Having discarded many  of these local points in this manner, 
wre believe that  the  trun kline carriers should take this fact into  account in con­
sidering whether the  limited amount of competition they may face from libera l­
ized local carrie r rest rictions is warranted.

Source: Opinion of Civil Aeronautics Board, Seven States Area Investigation, 
Docket No. 7454, et al. Order E-13254, December 8, 1958. Pages 143-148, 
inclusive.

STRENG THENING  ROUTES OF LOCAL SERVICE CARRIERS

Senator Magnuson. Mr. Hayden says, and 1 quote:
This policy stat eme nt seems to present the most const ructive program I have 

seen that  offers a promise of subsidy reduction, par ticu lar ly in reference to 
route strengthening.

And I think, just speaking for myself, th is is a matter  the Board 
has to go into.

Mr. Boyd. 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 Magnuson. I canndt see, for the l ife 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. Boyd. 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 i t 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 carrie rs and thereby strengthen both the local 
service and the t runk carriers. I think  that you will see a good deal 
more of this, and the Board is trying  to encourage it.

Senator Magnuson. Would it oe fa ir to say—we did have this 
phasing out of the trun k carriers  and the building up of the local 
service carriers—tha t we now really come to a point, generally speak­
ing, where we can accomplish the strengthening of the local service 
carriers  ?

Mr. Boyd. I think tha t is correct to a considerable extent. Now, 
I do not want to leave-----

Senator Magnuson. 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. Boyd. Tha t is very true, and tha t 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 ta lking about 
was the name of an airline. Because they got better service when 
the local service carr iers were finally pu t in, a much better system of 
flights than they had with the trunk  c arrier going through on one or 
two flights a day.

LOCAL SERVICE AND T RU NK LINE  SCH EDU LIN G

Senator Magnuson. Then I think the Board has to look, and I 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, tha t the trunkline is doing less service— 
well, let’s put it this wa y: 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 carrie r 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. Boyd. I think, really, Senator Magnuson, that you will find 
there is gradua lly developing a concept in civil aviation today where 
the local service carriers and the trunks are partne rs, rather than com­
petitors. And th is seems to me to be a very heartening sign.
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LOCAL SERVICE CARRIERS PH AS IN G IN NEW  EQ UIPM EN T

Senator Magnuson. 1 think we have reached tha t general point.
How many of the local service carriers to date—and you can put 

this in the record if you do not have it—have phased into new 
equipment ?

Mr. Boyd. I believe all of them have. Trans-Texas, I think, was 
the last one. 1 beg your pardon—yes, all of them. They all have 
either Martins , Convairs, or F-27 's-----

Senator Allott. You do not mean they are completely phased?
Mr. Boyd. Not completely.
Senator Magnuson. There are some DC -3’s going around, because 

I rode on one last week.
Mr. Boyd. 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 tr ans ­
ported in modern equipment, pressurized equipment, and two of the 
carriers  are 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-3’s.

Senator Magnuson. It  was our hope when we passed the  bill giv­
ing them permit certificates, and we passed this fur ther  bill on 
guaranteed loans, that they could then get in a financial position 
where they could buy new equipment for more economical operation, 
so tha t we could get away from this subsidy.

I must say they have gone right  ahead, I  th ink as fast as they prob­
ably could, to do tha t, and I am glad to get the repo rt that  most of 
them now-----

Mr. Boyd. I understand that  possibly Southern Airlines may not 
yet be in operation with its Mart in equipment, but it has purchased 
equipment.

Senator Allott. I s Central phasing into this, too ?
Mr. Boyd. 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 P UR CHASE OF AIRCRAFT

Senator Allott. Now could I ask you a question ?
To what extent have these airlines, these local airlines, used the 

Government guarantee provision tha t we passed 2 years ago, I 
believe?

Mr. Boyd. The latest figures are $28 million, of which the Board 
has guaranteed $26.75 million. I beg your pardon, it is $29.7 million, 
and the Board has guaranteed  $26.7 million.

Senator Allott. But we have come up now and the F-27 is out of 
production.

Mr. Boyd. I believe that is correct.
TYPES OF AIRCRAFT AVAILABLE FOR PU RC HA SE

Senator Allott. This is correct; the F-27 is out of production, 
as I understand it, and the only subst itute that  we have available for 
replacement for the DC-3 is the Martin,  which is, I believe, also out 
of production, is it not ?

Mr. Boyd. I believe tha t is correct.
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Senator Allott. And the Convair ?
Mr. Boyd. Yes, sir.
Senator Allott. Is there anything-----
Mr. Boyd. Tha t is the only domestic airc raft,  I believe. Mr. 

Tanguay ?
P roduction of F -2 7’s

Mr. Tanguay. The F-27 is out of production, as fa r as the United 
States is concerned, but they are still manufactur ing them in Europe.

Senator Allott. Are they ?
Mr. Tanguay. Yes, sir.
Senator Allott. I am happy to be corrected on that.
Mr. Boyd. 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 operat ing for 
quite a while.

The British also have an aircraft they call the Dar t Herald,  which 
is quite similar to the F-27, tha t they are now tryin g to sell, and 
the French  have some pure jet airc raft t ha t are in the small commuter- 
type sort of category.

Senator Allott. But none of the pure jets have been picked up 
by any of our local airlines yet tha t you know of?

Mr. Boyd. No, although I do believe tha t Ozark Airlines has 
publicly indicated an interest in another Brit ish airc raft  known as 
the BAC-111, which is an all jet, about a 45-passenger plane.

IMPR OVEMEN T OF SUBSIDY W IT H RESPECT TO AIRCRAFT

Senator Allott'. Well, then, in general, as the picture is today, 
the only opportunity for improving the subsidy with respect to air ­
cra ft lies in continued purchases of F-27’s, Convairs, and Martins?

Mr. Boyd. In the sense of aircraf t-----
Senator Allott. As it now exists ?
Mr. Boyd. In the sense of aircraft purchases as a means of assist­

ing in subsidy, yes, sir.
PURC HA SE OF F-2 7’S BY LOCAL AIRL INES

Senator Allott. That is what I am talking about.
Now, are these local airlines purchasing the F-27 still, in local 

areas ?
Mr. Boyd. Bonanza just  took delivery of its ninth  F-27 about 2 

weeks ago, so I would say up to tha t time, yes, sir.
Whether there are any now on order, I do not know.
Senator Allott. Can anyone answer this for me?
I know’ Bonanza is using F-27’s. Are there any other local air ­

lines tha t are now purchasing F-27 ’s?
Mr. Boyd. We have no applications for loan guarantee for addi­

tional F-27's, so we would have no knowledge of that,  sir.
Senator Allott. I am simply trying to get this picture straight 

in my mind. So eliminating Bonanaza, as of the present, the only 
improvement, by w’ay of improvement of airc raft , lies in Martins and 
Convairs?

I mean, it is crystallized and jelled now ?
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Mr. Boyd. Well, subject to purchases from the Dutch of the F-27, the-----
Senator Allott. 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. Boyd. No, they got this from Fairchild .
Senator Allott. All right. Bonanza uses F-2 7’s; we all know this.
Air. Boyd. Exclusively.
Senator Allott. Now, 1 asked a few moments ago if there were any 

other local service carriers  who were purchasing  F-27’s?
Air. Boyd. 1 am sorry that  I am not answering you very well, Senator, apparen tly.
Piedmont Airlines has purchased F-27 a irc raf t; Ozark Airlines has 

purchased F-27 a irc ra ft; Aloha has purchased F-27 aircraft.
Air. Roth. West Coast and Pacific have purchased, each of them, 

a number of F-27 aircra ft. Now, in the sense of whether they are 
purchasing, that is, buying today, I do not know. We have no knowledge.

Senator Allott. All right. Then the picture is, by way of im­
provement of the subsidy picture as f ar as a ircra ft are concerned, as 
of today the improvement would have to come from one of these three sources, F-27, Mart in, or Convairs?

Air. Boyd. Of aircr aft operating today; that  is correct. However, 
I should point out that  the British have two, pure jet and turboprop, 
and the French have one or more a ircraft in th is category.

USE-IT-OR-LOSE-IT  POLICY

Senator Allott. 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 pic ture as to the use-it-or-lose-it policy which was instituted ?

Mr. Boyd. AVell, the experience to date is tha t the actual use-it-or- 
lose-it policy did not  come into fruition  until last fall, and the Board 
immediately a fter  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 Allott. So that  you are implementing this policy ?
Air. Boyd. Absolutely.
Senator Allott. And it should cut down, to some extent, the subsidy to the local carriers?
Mr. Boyd. Tha t is correct.

INC REASE  IN LOCAL SERVICE SUBSIDY

Senator Allott. Do you anticipate tha t with this policy, and with 
the improvement in the types of airc raft  that  your request for sub­
sidies, leaving out the hel icopter situation, would be larger or smaller next year ?
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Mr. Byrd. We have a calculation on that. Jus t one moment, sir. 
We have made an estimate.

It  will be large r for the local service indus try next year as we esti­
mate it now.

Senator Allott. 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. Boyd. Well, one thing, the depreciation will be higher because 
of the greate r cost of the new equipment. For  another, the carriers  
will still be running in some of thei r new airc raft.  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 tha t while we are elimina ting points, we are also 

adding points throug h 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 Allott. Well, this is getting under more constant pressure 
all the time. I know tha t I  receive a grea t deal of mail in the course 
of a year about it. Much of my own S tate, of course, is served by lo­
cal carr iers, but also the pressure is getting greate r 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 tha t it is going to be larger next year, probably.

Mr. Boyd. 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 Magnuson. And, of course, we will be running out of cities 
by that  time to serve.

Are there any further questions ?
Senator Schoeppel. I would like to ask some questions.
Senator Magnuson. The Senator from Kansas.

TARGET DATE FOR REDUCTION OF SUBSIDY

Senator Schoeppel. I am disturbed with the subsidy picture tha t 
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 carrie rs 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 
targe t date, say 3 years from now or 5 year’s from now, when this sub­
sidizing is going to be cut down? Because i f you are go ing to hold 
out the impression to the local lines, or the helicopter  operations, tha t 
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, tha t you are shif ting 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 year’s f rom 
now.

Have you established a target  date th at 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 HE LIC 0PT ER 8 TO OTHER DEPARTMENTS

Mr. Boyd. No, s ir; we have not. We are in a situation, Senator, 
where we th ink the thing  is going our way, but here you have new 
equipment in the field, a completely new type of equipment t ha t will 
operate differently, will carry a vast larger  number of people than in 
the past assuming it does what the manufacturer s say it will. Now 
we have, as I related earlier, a great many statements from the Depart­
ment of Defense that they find th is commercial operation valuable in 
the interest of public  defense. The Post Office Department  finds this 
valuable, the civil defense organization finds i t valuable. Fo r us to 
say, pa rticu larly  afte r 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 
now say to the helicopter  operators, “Despite the fact tha t 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 
going to cut you off at such and such a date”—I do not think  we can 
do it.

Senator Schoeppel. I do not recommend that. But I also do not 
recommend the situation where these operators, and some of these 
groups operat ing 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 o r look at it 
and say, starting with a certain target date, “ we are going to cut th is 
thing  down,” because certainly it is justi fying itself in operations 
dollarwise—as far  as the military  is concerned, I know the milita ry 
is always doing a lot of experimenting and goodness knows they have 
not lacked fo r appropr iations  on tha t. I do not think that  is a very 
good reason fo r expecting the subsidy operations  to continue for years 
down the line here without a definite warning  from constituted author-



140 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

COSTS OF SERVICES

We are moving in here, local and service lines, 13 of them, with 
$66,933,000. The total net is $81,700,000. Checking the proceedings 
in the House, in 1939 the first year of subsidy on the 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 
star t looking for some reasonable p lan of production. 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 pointed out tha t with some of th is new and modernized craft 
they are in a hard way financially, and what the answer is I do not 
know. But I am certainly convinced of one thing, and for one, I 
am interested in aviation, but I am not going to sit by on this sub­
committee, and this committee, and  continually see these people held 
out the opportunity to get more subsidy when I know they are in­
creasing the ir carry ing capacity, increasing thei r car rying loads, and 
always looking for some justification to get more subsidy to carry it. 
Maybe I am too critical, but that is the way it looks to me.

NEED FOR DECLINE IN  SUB SIDY COSTS

Mr. Boyd. 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 i t should have been two or maybe five, on a subsi­
dized basis that we are going to be able to develop the helicopter oper­
ation to where it can lie made economical and thereby util ized nation­
wide. This is a manifest impossibility today.

Now’ for  the Congress to say tha t $5 million is all you can spend for 
helicopters in 1962, very frankly, seems to me to be a ra ther  dogmatic 
attitude because i t is not based on any study of w hat they are doing. 
This strikes me as a very arbi trary statement that the House made. 
And certainly they have the authority to do it, as you gentlemen do 
here. But if it is in the public interest  to try and develop these 
things until wTe get something such as we finally have in the trunk 
industry with the I)C-3, which wras an airplane tha t could operate 
economically, we cannot be dogmatic about it and say, “Well, you 
have to do th is w’ithin the framework of $5 million,” because this is 
not really within the control of the helicopter operators.

Senator Sciioeppel. I do not know' what the justification is for  the 
House, but, I think the 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  tha t would be the case 
if they 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. Boyd. 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 subsidy if they could 
stay in existence. But if we say to the helicopter carrier, particularly, 
and they are not as well advanced at the moment as some of the local 
service carriers, “We are going to cut you down this year or next year 
to x do llars’’ we in effect, I  think, will have put them out of business.

I can state, sir, tha t from the standpoint of the Board, nothing 
would please us more than if we could have an operation of helicopters 
and local service carriers tha t 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 life a lot easier.

Senator Allott. Would you yield, Senator Schoeppel ?
Senator S choeppel. Yes.

NONSTOP  ROUTES FOR LOCAL SERVICE CARRIERS

Senator Allott. Along tha t line, what policy does the Board have 
with respect to trying to ease the burden on the local carriers  with 
respect to the gran ting  of routes that would tend to put them in a 
more favorable operating light? I ask this question because certain 
decisions of the Board have seemed to me to indicate tha t the Board 
had made up its mind tha t 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. Boyd. I think your statement is absolutely correct, Senator, 
tha t the Board did make a conscious judgment tha t 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 tha t the 
Board has any stated policy on the purpose, but my own personal 
feeling is simply this, th at I would not, except under the most unusual 
circumstances, vote to award nonstop r ights to a local service car rier 
in competition with a trunk  carrier this day and time.

Senator  Allott. Even though they were operating  over the same 
routes ?

Mr. Boyd. Tha t is right,  absolutely.
F rontier -Bonanza Situa tio n

Senator  Allott. Suppose you had a situa tion where a local service 
carr ier is operating over a route which is not covered by a trunk  
carrie r, and makes application for nonstop ?

Mr. Boyd. That is an altogether different proposition.
Senator Allott. Well I am going to use thi s one thing. I might 

get in trouble with it with some friends because I have friends on
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bo th sides. Bu t I  wil l give  you a couple of  examples to ill us tra te  
wh at I mean.

The Bo ard , fo r example, gave  to Bonan za the non stop rou te and  
one-stop rou te between Sa lt Lak e Ci ty  and Phoenix , des pite the  
fa ct  th at  Fr on tier  had opera ted  between thes e po int s wi th stops at  
Gr an d Ju nc tio n,  Cor tez,  Ga llup, Willi am s, I believe, and on clown. 
But  thr ee  o r four  s tops in between Sa lt La ke  a nd  Pho enix.

In  oth er instances, a situ ation  whe re you ha d Fr on tie r serving  
Denver, Pue blo , Sa n Luis Val ley,  Ga llu p,  and on down to Phoenix , 
th is  was given to a  trun k airl ine .

Now it  seems to me, an d I realize  t hi s is a very com plic ated ques­
tio n and  the re are  a lot of  th ing s I do no t kno w abo ut it, th at  the 
poli cy as you have enu nciated it in response to Se na tor  Sch oeppel 's 
questio ning means th at  these peop le are doom ed to  be subsidized  
air lines forever.

Contin ued Subsidizatio n of Local Service  Carriers

Mr.  Boyd. We ll, I th in k it is fa ir  to say th at  these peop le are  
doomed t o have opera tions  foreve r t hat  will  req uir e subsidies.  Th ere  
are  any n um ber  o f com munities in t hi s Na tio n req ui rin g pub lic t ra ns­
po rta tio n, which is coming to mean m ore and m ore ai r t rans po rta tio n,  
where th e operat ion  ca nnot be made p rof itab le.

AWARD TO LAKE CENTRAL AIRLINES

How ever, I  sho uld  like  to point  ou t also th at  recent ly the  Bo ard 
award ed to Lake  Ce ntra l Ai rlines a rou te fro m Da yto n, Columb us, 
to Toledo, into  De tro it,  which had for me rly  been opera ted  by TW A,  
and  TW A was wi llin g to suspend  its  o pe rat ion  on th at  rou te. Now, 
th is  should be a very pro fitable  route  fo r Lake  Ce ntr al Ai rlines and 
should help to cut  down on the amount of  subsidy it will need  to  serve 
othe r portio ns of its  te rr ito ry . An d w’hile I do n ot  have any  p ersona l 
know ledge of the sit ua tio n you have all uded  to o ut in the  W est , I  am 
sure you real ize th at  in se tting  out the loca l service ca rri ers, the  
Bo ard  div ided the Na tion into roughly  13 geograp hic al areas,  and  
th is  may have som eth ing  to  do wi th why some of  these aw ard s went 
the way they did .

I fra nk ly  do not know. Th is is alw ays  going  to cause  us some 
trouble,  because  the boundar ies  have to  be to some exten t arbi trary.  
But  I  th ink you will  find th at , as tim e goes on, and as the trun k 
ca rri ers are  wi lling  to pu ll out  of the shor t haul dense ma rke ts, we 
will  put  the  local serv ice c arrie rs in imm ediate ly.

Bu t my po int was sim ply  thi s, ea rli er , th at  when the  indu str y in 
a year such  as 1960, on revenues  of  over  $2 b illi on , has an income th at  
amoun ts to 3.2 percen t on its investment, I cannot  see pu tt in g subsi­
dized compet ition in on t op  of  it.

Se na tor  Allott. I was not  put tin g subsidi zed  compet ition on top  of 
them. But  on the othe r hand , I  fe lt there ha d been some instances 
th at had been call ed to  my att en tio n where they  w'ere no t given an 
op po rtu ni ty  to tak e ce rta in  routes which had no t there tof ore exis ted, 
which would im prove the ir  chances of reduc ing  th ei r subsidy .

I real ize the y are  pro bably  never go ing  to ge t off the subsidy , bu t 
there ma y be opp or tuni tie s th ere  w here t hey could reduce th ei r subs idy.
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CASE ON SUBSIDY FOB ALL CARGO A IRLIN ES

But what is the situation with respect to the examiner's repor t for 
a subsidy for an all-cargo airline ? 1 am interested in this.

Mr. Boyd. That is in the bosom of the Board at the present, Senator, 
and 1 do not think we could discuss that with you.

ALTA SUGGESTIONS FOR REDUCING SUBSIDY

Senator Magnuson. 1 want to say, on this point, there was an ALTA 
meeting here in Apri l in which they made some very good suggestions 
on how they could get themselves off subsidy, and 1 want to put that 
in the record.

(The information referred to fo llows:)
Asso ciatio n of Local T ransport Air lin es,

Washington, D.C., Apr il 2 8,1961 .

The pres iden ts of a majority of the  scheduled  airl ines  receiving subsidy sup­
port  met in Washington on April 27, 1961, and issued the following  stat em en t:

We are  concerned th at  the amount of subsidy suppo rting  scheduled air line  
service to near ly 600 communi ties is incre asing  and believe th at  firm step s mus t 
be tak en to reduce sub stan tial ly these communities ’ dependence on subsidy.

We recognize th at  no single step will accomplish this objective, and th at  the 
steps recommended here to reduce dependence on subsidy may well affect some 
airli nes  more tha n ot he rs ; but we are clea r in our belief th at  the  effect of this  
program will be to stren gthe n the ind ustry as a whole, will improve  services to 
these communities, and will sub stan tial ly reduce the ir dependence on subsidy.

There fore, we will dire ct our energies and efforts to the  early implementa tion 
of a t least t he following :

1. Supp ort of the  Civil Aeron autics Board ’s use-it-or-lose-it policy to the end 
th at  th is policy wil l be streng thened and enforced.

2. The contin ued tra nsf er of tr unkline p oints to local service airlines.
3. Access to profitable dense shor t-ha ul mark ets.
4. Th e elim inati on of all operating  restri ction s.
We believe these  objectives to be the most cons truct ive method of reducing  

dependence  on subsidy consisten t with  th e public inte rst.
We are  determ ined to rend er contin uing app rop ria te and ade qua te service to 

those smal ler citie s requi ring subsidy  supp ort; but havin g provided such serv­
ices, we a re convinced we should be able to operate our systems in the  m ost pro­
ductiv e an d economical m anner possible.

We will devote ourselves  to the  development and earl y adopt ion of these  ob­
jectives.

The Boar d of Directors  of ALTA m et on April 28. At thi s meetin g the Board 
by unan imous  act io n:

Ratified the program developed at  the  p resi den ts’ meeting  and pledged its  full 
supp ort to thi s program.

Routes and Agreem ent s Section

Senator Magnuson. You are familiar with that ?
Mr. Boyd. Yes, sir.
Senator Magnuson. The Board is familiar.
Senator  Allott. In 1960 you h rd a carrier  service section, and in 

1961 it was called special authorities. And I think  this year it has 
gone into an agreement section and a carr ier service section; is that 
righ t ?

Mr. Boyd. No, sir;  it is called routes and agreements.
Now, the section you refe rred to was melded into the route section 

and called routes and agreements.
Senator Allott. Why is this particular section constantly being 

changed in category and name ?

71036 0 —61-----io
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Mr. Boyd. I do not know, Senator, why it is constantly being 
changed. I can tell you about why.

Senator Allott. It  has been changed three times in 3 years.
Senator Allott. In 1960 you had a carrier service section, and in
Senator Allott. All right, sir.
Mr. Boyd. I had had the good fortune to  be a member of the Boaru 

for a litt le 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 tha t the work of routes and what was called special 
authorities were so closely rela ted t hat  they should be in one division.

Consequently, I put  them in one division.
Senator Allott. And they will now remain in the routes and agree­

ments division?
Mr. Boyd. Well, I won’t guarantee that . We might have another 

management study, but it is my expectation that  they will stay there.
Senator Allott. All right,  thank  you.

OBJECTION TO ACTIVITIE S OF SPECIAL  AUTHORITIES

Senator Magnuson. Well, we told you to cut them out, didn’t we, 
last year, so you just moved them ?

Mr. Boyd. I got the impression that  you were opposed to some 
alleged peripheral  activities of the group and tha t you took some 
exception to the title.

Senator Magnuson. And the activities.
Senator Allott. And the activities, too.
Senator Magnuson. We did not think the whole thing  should be 

eliminated, but we thought  it should be cut pretty  substantially.
Mr. B oyd. Well, I  will tell you, sir, we would be happy to go over 

each individual function with you, with the committee or with you 
individually, and would appreciate very much any advice and counsel 
as to what part icular items, whether it be in this division or any 
other involved, which are not felt to be appropriate .

FUNC TIO NS OF ROUTES AND AGREEMENTS DIVISION

Senator Allott. 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. Boyd. Yes, sir. Well, it has been established for all matters 
dealing with routes, with licensing, with exemptions, with  mergers, 
with interlocks, interlocking directorsh ips and ownerships, with the 
supplemental carriers, the air taxi operators, the air freight for ­
warders. I think  th at generally covers it.

INCREA SE IN  AIR  FREIG HT

Senator Magnuson. Is air freig ht on the increase ?
Mr. B oyd. 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 a ircra ft which it had ordered. Slick is getting 
some CL-44’s this summer. Seaboard World Airlines is acquiring 
CL-44 a ircraf t which will have substant ially increased capacity over 
the existing cargo aircraft, and integrated loading and unloading 
systems, ut ilizing pallets, turboprop engines.
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The man ufac turer rep resent s the re will be subs tan tia l sav ings  
which  will  p erm it very gr ea t redu ction.

Se na tor  Allott. Who make s th at  ?
Mr.  Boyd. Ca nada  A ir,  which is a subsidiary  o f Gen eral  Dynamics. 
Se na tor  Allott. Oh,  yes ; th at  is the  one th at  has  the  swing ta il 

section.
Mr.  Boyd. Yes, sir.
Se na tor  Magnuson. I f  th ere  a re no fu rther  questions, we will sta nd  

in recess un til  2 o’clock.
(Wher eup on, at  12:35 p.m.,  the  subcommitt ee recessed, to reco n­

vene at  2 p .m., the same d ay .)

Afternoon Session —T ues day , J un e 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 II I,  CHIEF LEGISLATIVE AND LIAISON
OFFICER

Letter from Agency

Sena tor  Magnuson (p re sid ing) . You go t $33,169,400 in 1961, and 
the amended  b udget, t he  J an ua ry  bud get  fo r 1962, is $34,475,000, a nd  
the House gave you  $33,670,000, which is $500,600 over  1961, bu t 
minus $805,000 fro m t he  1962 estimates,  both budget.

Colonel I liff . Yes,  sir.
Sena tor  M agnuson. You have  a le tte r here which we w ill place  in 

th e record in fu ll.
(The  let ter  re fe rre d to is as  fo llo ws :)

Nation al  H eadquarters, Selective  Service Sys tem,
Washington, D.C., June 9, 1961.

H on . W arren G. Magnuson ,
Chairman, Subcommittee  in Charge of the Independ ent Offices Appropriation 

Bil l for 1962, Committee on Appropriations, U.S. Senate.
D ear Mr. Cha irma n : I apprecia te very much the opportuni ty afforded me in

your let ter  of June 2, 1961, to appe ar before your committee to request any 
changes in the House bill which I might deem required in the public interest.

The functions and responsibili ties of the  Selective  Service System are all 
requ ired by sta tu te  and full amount of the funds requested are, in my opinion, 
necessary to adequately car ry out these functions  and responsibilities .

The reduction of $805.(X)0 in this amount  made by the House will necessar ily 
res ult  in some curtailm ent of the selective service  opera tion. However, I am 
willing to atte mpt to und erta ke the  operation of the System on the House figure 
ins titu ting all possible economies and cur tail ing  activity  in areas which would 
app ear  to lea st affect the  public interest.

If. as a result of the curtailm ent,  it develops th at  the public intere st is ad­
verse ly affected, I would have no alternativ e but  to la te r request addi tiona l 
funds.

In view of this  I will not request of your committee restora tion  of the reduc­
tion in the budget  estim ate made by the  House and, there fore , suggest no change 
in the House bill.

Sincerely yours,
Lew is B. H er sh ey , D ir ec to r.

General  Sta tem ent

Se na tor  M agnuson. If  you have any fu rthe r s tatement  to make , we 
will be g lad to  he ar  from  you.

Colonel I liff . No, sir .
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We presen t th at  as our  sta tem ent and if  the re are  any  ques tions 
anybody, wants  to ask, we will welcome the  op po rtu ni ty  to try to 
answer  them .

Se na tor  Magnuson. We migh t ask  th is : You have got  $500,000 
appro xim ate ly ove r 1961. Wha t is the  reason fo r th at  ?

Colonel  I liff . Th at  is in the local b oard are a, si r.
Sena tor  Magnuson. Yes?
Colonel I liff . An d it is based upo n a work measuremen t study  

we prep ared  whi ch is in ou r jus tifi cat ion  which showed th at  our 
fun ds in th is  pa st year were ina dequate  to service the  local board s 
withou t some service of unc ompensate d tim e by com pensated people.

LOCAL BOARDS

Se na tor  M agnuson. Did  you have to close any  local board s up  las t 
yea r?

Colonel I liff . No, si r.
Se na tor  Magnuson. Or  ru n them  par t t ime  ?
Colonel I liff . No, s ir;  not more  tha n the prev ious year.
Any th ing th at  was done was done  by these peop le wo rking  for 

no thi ng , because we did  not hav e funds wi th which to pay them.
Se na tor  Magnuson. So the  prog ram is appro xim ate ly the same as 

it  was las t year ?
Colonel  I liff . Yes, s ir;  th at  is co rrec t.
Sena tor  M agnuson. Does tha t ap ply to num bers, too, of  people th at  

you are  go ing  to p rocess?
I wonder , w hat  wi ll be the  estim ate d d ra ft ?
Colonel I liff . $100,000 is wha t we have in the  est imate  fo r 1962. 

We had an est imate  or igi na lly  of $110,000 fo r 1961, but  it did  not  
develop into t hat  size.

Sena tor  Magnuson. And, as fa r as you  know, th at  is abou t wha t 
it will be proje cte d into  1962 ?

Colonel I lif f. In  1962, yes, sir.
Sena tor  Magnuson. I have no fu rthe r questions.
Sena tor  Allott. I have  no fu rther  ques tions . We gav e you ad di ­

tional fun ds  last  y ear, d id we not ?
Colone l I li ff . Yes, si r.
Sena tor  A llott. Over th e prec eding  year  ?
Colone l I liff . Yes.
Sena tor  Allott. In  ord er to tak e up part  of th is local workload?
Colone l I liff . Tha t is correct .
Se na tor  Allott. We re you able to do th at  wi th those fun ds?
Colone l I liff . We  have  no t com pletely  met the  objective and  th at  

is why we a re ha vin g more  fun ds  g iven  to us by the  House th is year.
Se na tor  Allott. Bu t you were able  to pick  up pa rt of it ?
Colone l I liff . It  is very ha rd  to jud ge  exa ctly  wha t the  wor kload 

is going  to be in the local board s wi tho ut knowin g exa ctly  wha t our  
ac tiv ity  is go ing  to  be, bu t on the bas is of pro jec tion, th is will take 
car e of  th at  pa rt of the  situ ation.

Se na tor  Magnuson. All  righ t, Colo nel, than k you very much.  
So rry  to keep  you waiting.

(W hereu pon, at  2: 30  p.m., Tuesd ay, .Tune 13, 1961, th e committ ee 
recessed, to reconvene  at 10 a.m., Wednes day , Ju ne  14, 1961.)
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U.S . S enate,
S ubc omm itte e of th e Com mit tee  on Appropr iations,

W as hi ng to n,  D.C.
Th e su bcom mittee  me t a t 10:25 a.m ., su bjec t to  ca ll in roo m F-3 7,  

U.S . C ap itol  B ui ld in g,  Ho n.  W ar re n G. Magnu son (c ha irm an ) 
pr es id in g.

P re se nt:  Sen at or s Magnu son, Ro be rts on , A llot t, Sal to ns ta ll , 
Bridg es , an d Yo un g.

F E D E R A L  C O M M U N IC A T IO N S C O M M IS SIO N
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 CHIE F
ENG INEER; 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 OFFIC ER; RICHARD F. SOLAN,
ASSISTANT EXECUTIVE OFFICER;  TEDSON J. MEYERS, ADMIN­
ISTR ATIV E ASSISTANT TO CHAIR MAN; BEN WAPLE, ACTING
SECRETARY; JAMES D. CUNNINGHAM, CHIE F HEAR ING EXAM­
INER ; DONALD BERKEMEYER, CHIEF, OFFICE OF OPINIONS AND
REVIE W; AND JAMES SHERIDAN, SPECIAL ASSISTANT TO
CHAIRMAN

Amount Requested and House Allowance

Sen at or  M agnuson. Th e com mittee  w ill  com e to  o rder .
W e h av e ap pea ri ng be fore us th is  m or ni ng  th e Fed er al  Co mmun ica­

tion s Co mm iss ion , an d we are inv olve d w ith the sin gle m at te r of  sa l­
ar ies an d expense s. For th e reco rd , ap pro pri at io ns in  1961 were $13,- 
789,000. The  Jan u a ry  bu dg et  es tim ate was  $12,525 ,000 an d the 
am en de d bu dg et  wa s ex ac tly  th e sam e am ou nt . Th e Hou se  allow ed 
$12,400,000,  w hich  is  $1,389,000 un der  th e 1961 fi scal ye ar  a nd  $125,000 
und er  th e b ud ge t e sti mate .

W e ha ve  t he  c ha irm an  an d ot he r me mb ers  of  th e Comm iss ion  here.  
W e are gl ad  to  h av e you , an d I  ap olog ize  fo r be ing lat e. I  ha ve  b een  
w ith Gen eral  Sch riev er  up  in th e wi ld blue  yo nd er  m ak in g a goo d 
tel ev ision  show.

M r. Cha irm an , we wi ll pu t yo ur  le tt er  in fu ll in the reco rd , an d if  
you have  a s hort  sta te m en t we w ill  be gl ad  to  he ar  fr om  you .

147
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(The information referred to follows:)
F ederal Com mu nica tio ns  Com m is si on ,

Washington, D.C.
Sena tor Warren  G. Magn uso n,

Chairman, Independent Offices Subcommittee, Senate Appropriations Committee, 
U.S. Senate, Washington, D.C.

Dear Senator  Magnuson : The Federal Communications Commission hereby 
appeals to the Sena te to restore the  $125,00 0 by which the House of Repre­
sentative s has reduced the 1962 app ropriat ion requ est for the  Commission. 
Attached  is a stateme nt, prepared in accord ance with committee instr uctio ns, 

setting f orth  the d etaile d request and  justi ficat ion ther efor .
It  is my understand ing tha t our  appea l will be heard by your  comm ittee at  

10 o’clock on Wednesday, Jun e 14. We look for ward to this oppo rtunity to 
discuss our problems with  you.

Sincerely yours,
Newt on N. Min ow , Chair man.  

Sala ries and E xp en ses

(1 ) Page 14, line 12, stri ke “$12,400,000” and ins ert  in lieu ther eof:  “$12,- 
525,000”.

(2 ) Page 14, line 12, add “, Provide d, Th at  the limi tation unt il Jun e 30, 1962, 
on the avai labi lity  of the appr opriation  for  a special  ult rah igh  frequency tele­
vision study, contained in the Inde pend ent Offices Appr opriat ion Act, 1961, 
under the head ‘Federa l Communications Commission,’ is hereby extended unti l 
December 31, 1962.”

HOUSE REPORT

“The committ ee recommends $12,400 ,000 for sal aries and expenses of the 
Commission in 1962, which will provide  abou t 50 addi tion al employees. This 
is an increa se of $611,000  over the comparable figure for 1961 af ter excluding 
the funds provided for a special study,  and is a reduc tion of $125,00 0 in the 
request. The committee  has alloca ted 7 of the staf f increases to the Common 
Carrie r Bureau, 20 to Safety and Special Radio Services, and 20 to the Broad­
cast Bureau including 10 to the Rules and Sta ndard s Division. The commit­
tee also strongly urges the  Commission to add thre e hear ing exam iners  and 
to use all the power and author ity it  presently  has  to make delegations and 
reduce the numbe r of ma tters a wai ting  decis ion.”

ju st if ic ati on

As Chair man of the Federal Communications Commission, I consid er it  my 
duty  to api>eal to the Sena te of the United  States to resto re the reduc tion in our 
budget made by the House of Repr esent atives. While the cut of $125,(XX) in 
our budget may not app ear  large  as Fed era l budgeta ry figures go, to our small 
agency it  is a very imp orta nt sum indeed.

When I became Chair man of the Fed era l Communications Commission 3 
months ago, I knew th at  this  Commission fa ced numer ous and difficult problems. 
I knew, too, th at  it  was a relativ ely small agency with a small budget. I wan t 
to rep ort to th is committee, however, th at  one of the things  I have learned in 
these 3 months is the  fac t th at  the  problems and workloads confrontin g the 
Federal Communications Commission are not only colorful and contr overs ial, but 
there are  many of them and the volume of work involved in meeting these  prob ­
lems and adm inist ering these programs is tremendous . I wan t to say, too, th at  
I have been impressed at  th e qualit y of the hard -working staff of the Commission. 
This relat ively  small number of Federal  employees handles problems, performs 
work, and meets responsibiliti es far out of propo rtion  to the ir numbers.

When I became chairman,  one of my fist problems was to decide whe ther  we 
should seek a larger  budget than  had been approved for our Commission by the  
previous adm inis trat ion. I was advised by my staf f and by my colleagues and 
I le arned  fo r myself th at  th is proposed budget  w as a tigh t one. We decided, how­
ever, to do our  utmo st to solve our  problems and hand le our work with  the 
modest increa ses provided in that  budget. It  is my emphatic opinion th at  we 
could very effectively and in the public  int ere st use fund s fa r in excess of the 
amounts provided in our budget but, as  I  say, we w ere and are  a nxious to do our 
job well at  minimum co st

When the House of Representati ves decided to reduce  our requ est by $125,000, 
I immedia tely inst ruc ted  staff to pre par e a proposed adm inistra tive plan  to ac­
complish this reduct ion. I have reviewed these  proposals and the  problems
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which we can ant icip ate  in carry ing them out. It  is my opinion th at  sufficient 
harm  will resu lt in tlie form of unsolved problems and continuing backlogs tha t 
I must request the Sena te of the United States to rest ore  this admitted ly small 
amount of money.

Let me he specific abo ut 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 fa ct  th at  the worklo ads of 
thi s office are  incre asing  and most certainl y will conti nue to incre ase in both 
complexity and volume, at leas t over the next yea r and one-half.

Take  the Office of Chief Engineer. Not one additional job was allowed for 
this  top technica l staff. Basic to the solutio n to many of our problems is more 
extens ive techn ical work. The House allowance gives us no additional help at 
all in th is crit ical  ar ea.

Our field staff, which makes  investigations, inspections, studies, and related 
work, faces constantly increa sing problems and workloads.  The numbers of 
tra nsm itte rs of radio  energy  are  increasin g dra matica lly every year. This 
single fac t in itse lf increases almost in geome tric propo rtion the  problems and 
workloads facin g our field staff. Under the  House allowan ce we will be har d 
put  to finance even our pres ent staff.

The House committee rei>ort, indicated th at  it was allowing 20 add itional jobs 
for  our Broa dcast  Bureau. This, of course, will he helpful. As a ma tte r of 
fact,  the  Pre sident ’s budget called for jus t 24 additional jobs, but  I am con­
vinced th at  a reduction of even four in thi s request will have its effect upon our 
program of ope ratio ns in the broad cast field.

The House allowan ce provided every thing  we asked for in the  adm inis trat ion  
of Safety  and Special Radio Services. Obviously with  this I can find no fau lt. 
Let me j us t note for information the fac t that  the numbers of di fferent uses and 
individ ual users  of radio frequenc ies in these  nonb roadc ast are as continue to 
grow by leaps and bounds and how f ar  this  will go is impossible to forete ll.

The House committee  allowed a few more jobs for our Common Ca rrie r work 
than  provided in the  budget. This I find most helpful. The simple tru th  is 
th at  maj or problems have arisen In this  field since our  original budge t was pre­
pared. If  I were prepar ing I96 2’s budget today,  I would be askin g the Bureau 
of the Budget and the Pres iden t for sub sta ntial staff increa ses to enable us to 
handle  some of these problems.
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GENERAL STA TEM ENT

Mr. Minow. Th an k you, Mr. Ch air ma n and members of the  com­
mittee.

We are  very  gr ateful  we are  here tod ay.  Th is is my first  ex pe ri­
ence befo re th is committ ee and  I apprec iat e the concern of  the com­
mit tee abo ut our problem s which we rega rd  as very serious.

W ha t we are  ta lk ing about thi s mo rning , ac tua lly  in do lla rs,  I 
think , to you, as com pared with your  usual he ar ings  on othe r agen­
cies, is ra th er  smal l. How ever , we rega rd  it, in our small agen cy, 
as a very impo rta nt  sum indeed.

JU ST IFICAT ION FOR REQUESTED CHANGES IN  HOUSE  BILL

As Chairma n of  the  Federal  Comm unicat ions Commission, I  con­
sider it my du ty to appeal to the  Senate to res tore the red uction in 
our budget made  by th e House of $125,000.

When I became Ch air ma n of the  FC C 3 mo nth s ago, I knew  th at  
thi s Commission faced num erou s and difficult prob lems. I knew , too, 
th at  it was a rel ative ly small agen cy wi th a s mall budget . I wa nt  to 
rep or t to th is committ ee, however, th at  one of the thi ng s I  have  
learned  is the  fact  th at  the  problem s and workloads co nfront ing  the  
FC C are  not only  colorful and  controvers ial , bu t are  man y of  them, 
and  the  volum e of  work involved in meeting these  problem s and ad ­
minis ter ing  thes e pro gra ms  is tremendo us.  I wa nt to say, too, th at  
I have  been impressed at  the  qu ali ty of  t he  h ard-wo rk ing staf f of  our  
Commission. Th is relatively small numb er of Fe de ral  employees  
han dles prob lems, pe rfo rm s work , and meets responsibili ties  fa r out  
of  pro portion  to thei r numbers.

Wh en I became chair ma n one of  my firs t problems was to decide 
whether we shou ld seek a larger  budget th an  had been appro ved fo r 
our  Comm ission  by the previous admi nistr at ion.  I was advised  by 
my staff  and  by my colleagues  and  I lea rne d fo r myself  th at  thi s 
proposed bud get  was a tig ht  one. We  decided , however, to do our 
utmost to solve our problem s and  hand le ou r work  with the  modest 
increases pro vid ed in th at  budget.  I t is my emphatic opinion that  
we could  very effec tively  and in the publi c int ere st use fund s fa r in 
excess of the  amoun ts provided in ou r bud get  but , as I say, we were 
and are  anxious  to do ou r job well at minim um cost.

PLA N TO ACCOMPLISH REDUCTION

Wh en the  Hou se of  Repre sen tat ive s decided  to reduce ou r requ est 
by $125,000 I  imm edia tely  ins tructe d staff’ to  prep are a proposed ad ­
mini str ati ve  p lan to accompli sh t hi s reduct ion . I have  review ed these  
pro posals  and the  p roblem s which  we can an tic ipa te  in ca rry ing them  
out. I t  is my opinion th at  sufficient ha rm  will res ult  in the  for m of 
unsolved problem s and continuing  back logs  th at  I must requ est the  
Senat e to  res tore th is  admi ttedly  sma ll am ount of money.

EFFE CTS OF HO USE OUT

Le t me be specific abou t the kin ds  of th ings  I  have  in mind. Und er  
the  allowance of  the  House we will  not be able  to add  one sing le 
job to the  Office o f the. Ge neral Co un se l; we are,  however , face d 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 a l­
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 critica l area.

Our field staff, which makes investigations, inspections, studies, and 
related work, faces constantly increasing problems and workloads. 
The numbers of transmit ters of radio energy are increasing dram ati­
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 finance even our 
present staff.

DETAILS OF HOUSE ALLOWANCE

The House committee report indicated tha t it  was allowing 20 addi­
tional jobs for our broadcast bureau. This, of course, will be helpful. 
As a matte r of fact, the President ’s budget called for just 24 addi ­
tional jobs, but I am convinced tha t 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
ministra tion 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 t rut h 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 preparin g 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.

APPEALS 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 prior ity 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 Commissioner 
especially delegated to handle most of our space problems, answer a 
few questions about our activities.

Senator  Magnuson. Well if you will finish your statement, I am 
going to ask you questions about that.

Mr. Minow. 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 problems, its 
rapid ly increas ing 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 
United States to restore this $125,000 cut in our budget.

ADDITIONAL REQUEST FOR UH F STUDY

We have one additional request to make. We are now in the middle, 
as you know, of a special study of ultra-h igh frequency television. 
The funds for  this special study were made available last  year for the 
2-year period ending Ju ne 30, 1962. Present indications are tha t we 
will complete the study substantially on schedule. However, i t now 
appears probable that we will no t be able to complete dismantling the 
test equipment and restoring the rented space to its origina l condition 
by the end of next year. We are, therefore, requesting new language 
in the appropria tion bill extending the availability  of balances in this 
special fund into fiscal year 1963 in order to enable us to obligate 
funds afte r June 30, 1962, for these miscellaneous “cleanup” 
operations.

Tha t is my statement, Mr. Chairman.
Senator  Magnuson. All righ t, Mr. Chairman, we will get right into 

tha t satellite thing.
SAT ELLITE COM MUNIC ATIONS

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, te legraph 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. Current ly, 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 fai r 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 pr ivate enterpr ise to enter the space satellite 
communications field.

PRIVATE AGENCIES IN  FIELD

Senator Magnuson. Well, now, just so we will get the record clear, 
as I understand it there are four or five priva te people in the private 
field tha t have been working on the space satellite plan.

Mr. Minow. Right. Actually, I think,  Senator, there are even 
more than that.

Senator  Magnuson. Well, there are quite a few.
Mr. Minow. Right.
Senator Magnuson. There is the American Telephone & Tele- 

' graph-----
Mr. Minow. ICA?
Senator  Magnuson. ICA.
Mr. Minow. General Tel.
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Senator  Magnuson. General Tel. Anyway, these people, and also 
Lockheed-----

Mr. Minow. And GE. There are a number of them. You men­
tioned American Telephone & Telegraph, I think.

Senator Magnuson. Yes.
LIMITED TO ONE SYSTEM

Mr. M inow. Now the problem is, our experts all tell us, and Com­
missioner 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 companies 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 Magnuson. In other words, to make this simple for  us, you 
cannot put up all kinds of communications satellites in the air?

Mr. Minow. Well, the frequencies are limited.
Senator  Magnuson. The frequencies are limited and there would be 

utter  confusion. And everyone is working on this, and it has gone be­
yond the theore tical stage, hasn’t it?

Mr. Minow. There is no question about it.
PROBLEM OF REGULATION

Senator  Magnuson. What do we do about it in a regulatory way?
Mr. M inow. We have to be sure tha t whatever system is developed 

is consistent with the Communications Act, that it be a nondiscrimina- 
tory one, and that  all who want to use it can use it on a fair  basis, that  
no one will get a monopoly, and that  no one will get any unfa ir ad­
vantage. That  is the effort we are making.

We are working, incidentally, in close cooperation with other agen­
cies of the Government, with NASA, with the OCDM, with the Sta te 
Department , and others. And I would welcome a chance for Commis­
sioner Craven to outline very briefly the-----

Senator Magnuson. I want to get this basic background. Now I  
know there has been some confusion between the agencies on this 
matter.

Mr. Minow. Well, my understanding is that it is pret ty well re­
solved at this point, Mr. Chairman.

ROLE OF FCC

Our role, as we see it, is to encourage the development of a  private 
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 through the advent of 
satellites.

Sentor Magnuson. 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 Magnuson. I mean the use of it.
Mr. Minow. It  has to be. This is the only way it can be.
Senator Magnuson. 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 COMM ISSION

Mr. Minow. Exceedingly so. The first problem will be at the 
1963 Convention of the International  Telecommunications Union with 
respect to negotiation of frequency arrangement. This  is 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 Magnuson. Because you can bounce this stuff all over the 
world I suppose.

Mr. Minow. Right.
Senator Magnuson. 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 p repa ra­
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.

19 6.3 TELECO MMUNICAT ION CONF EREN CE

So they agreed then to call an extraordinary radio administra tive 
conference for 1963, where the sole agenda is to be limited to the allo­
cation of frequencies for space, including ordina ry 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 views 
of other nations. And afte r giving consideration to those, we will 
make definite formal  proposals to the Internatio nal 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, th at 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.S. 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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JO IN T VE NTURE OF INTE RN AT IO NA L COM MON  CARRIERS

Jus t recently the Commission, as a result of an inquiry, issued a report in which it said at this time we feel there should be a joint  ven­ture, consisting of the international common car riers which the Com­
mission has already licensed. This will be open to any new common carriers  which may come in.

Senator Allott. Will you repeat tha t again ; I did not understand that.
Mr. Craven. We have indicated tha t a joint venture by inte rna­

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 t ha t they have to meet. 
We require th at all international carriers shall have access, on a fai r 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 paramete rs which we would require in order to avoid any implications of violations of our ant itrust policies.

We expect that,  insofar  as the satellites themselves are concerned, traffic ar rangements will have to be made, and we suspect tha t many 
governments will wish to own part  of a satel lite, and at least we will have to give equitable access to all nations to the use of the satellite. 

COOPERATION W IT H OTH ER AG ENCIE S

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 particu larly 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 Magnuson. Are those memorandums of tentative agree­ments available to be put  in the record ? ‘
Mr. Craven. I think they can be.
Senator Magnuson. All right. Because you see, we will have 

NASA up here next week, and we want to know th^ t they understand what you folks understand.
Mr. Mi now. Yes. W e are on a day-to-day basis of communication with NASA, Mr. Chairman.
Senator  Magnuson. All right.
Senator Allott. I think these tentative agreements, if they are such, the things you have been reading from, or at least talk ing from, Mr. Craven, should be a part of the record.
Mr. Minow. Fine. We would also like to put  in our recent order, 

which Commissioner Craven described, about the joint venture.Senator Magnuson. Yes.
(The information referred  to follows:)
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FEDERAL COMMUNICATIONS COMMISSION PUBLIC NOTICE - G 
Washington 25 , D. C. 2271

Fe brua ry  28, 1961

MEMORANDUM OF UNDERSTANDING BETWEEN FCC AND NASA 
ON RESPECTIVE CIVIL SPACE COMMUNICATIONS ACTIVITIES

Chairman F re der ic k  W. Ford  o f  th e Fed er al Communications Commission 
and Deputy D ir ecto r Hugh L. Dryden o f  th e N at io nal  Aer on au tics  and Space 
Ad m in istrat io n have sign ed  th e fo llow in g "Memorandum o f  Un der standing " 
betw een th os e ag en ci es  fo r  d e li n eati n g  and co ord in ati n g th e ir  re sp ecti v e  
r e s p o n s ib il it ie s  in  th e f i e l d  o f  c i v i l  comm unic ations space a c t i v i t i e s :

"The pu rpo se o f  th is  memorandum is  to  pro vi de a b a sis  fo r  co or di n­
a ti n g  th e a c t i v i t i e s  o f  th e N at io na l Aer on au tic s and Space Adm in istrat io n 
and th e Fe de ra l Communications Commiasi on  in  th e a p p li ca ti o n  o f  space te ch ­
no logy  to  c i v i l  comm unication s in  or de r th at th e ir  re sp ecti v e  st a tu to ry  
re s p o n s ib il it ie s  may be  c arr ie d  ou t in  th e n ati on al in te re s t . I t  is  
mut ua lly  re co gn iz ed  th at fu tu re  P res id e n ti a l or Con gr es sion al  act io n s may 
n e ce ss it a te  some m o dif ic ati o n  o f  th is  memorandum.

"F ol lo w in g f u l l  and com plete d is cu ss io n s o f  th e pre se nt s it u a ti o n  
and fu tu re  o b je c ti v e s , ce rta in  co ndi tion s o f  fa c t  and p o li c y  guid elin es  
were  ag reed  upon. Both  NASA and th e FCC re co gn iz e as  co ndi tion s o f  fa c t  -

" ( l )  th at th e pre se nt s ta te  o f  th e te ch nol ogy  o f  communica­
ti o n  s a t e l l i t e s  st ro n gly  su gg es ts  th e f e a s i b i l i t y  o f  
u t i l i z in g  suc h s a t e l l i t e s  to  expand and improve e x is t ­
in g f a c i l i t i e s  fo r  wo rld -w ide  communicatio ns se rv ic e s ;

I*(2) th at a su b sta n ti a l amount o f  fu rt h e r re se arc h and de ve lo p­
ment is  nec es sa ry  to  dem onstrate  bo th  th e te ch n ic a l and 
economic f e a s i b i l i t y  o f  u t i l i z i n g  communication s a t e l l i t e s ,  
on a com mercia l b a sis ;

"( 3)  th at in  acco rdan ce  wi th  tr a d it io n a l comm unications  p o li cy  
in  th is  co unt ry , ov er se as  p u b li c  comm unication s ar e pr o­
vide d by  p r iv a te  en te rp ri se , su b je ct to  Government re gu ­
la t io n , and th a t a t the pre se nt tim e ov er se as  voic e 
communicatio ns ar c pr ov ided  p ri m ari ly  by  a s in g le  com­
pany and ove rs ea s re co rd  commun ications ar e pr ov id ed  
by  se v era l companies;

"(H) th at th e FCC and NASA ar e concern ed w ith th e n ati o n ’ s 
t o t a l  comm unica tions  c a p a b il it y  from th e  po in te  o f  
vi ew , re s p e c ti v e ly , o f  c i v i l  commun ications p o li cy  and 
th e com mercia l u t i li z a t io n  o f  space te ch no lo gy ; and th at 
e x is t in g  common c a rr ie rs  and oth er s ar e in te re st ed  in  
p a r t ic ip a t in g  in  th e develop men t o f  spac e tele com mu nica­
ti o n s  te ch nol og y to  expand and improve wo rld -w ide  channels 
o f  comm unication thr ough p riv a te  ex pen diture s;  and
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"(5) that the congestion and technical limitations of 
the radio spectrum presently useful for world­
wide communications are such that without com­
munication satellite technology the spectrum 
probably cannot support the very substantial 
increases in capacity necessary to satisfy new 
services, such as transoceanic TV and wide-band 
data transmission, or to satisfy the anticipated 
expansion of ordinary types of services.

"On the basis of the foregoing observations, both NASA and the 
FCC affirm the following propositions as guidelines for the coordinated 
conduct of their respective activities:

"(l) The earliest practicable realization of a com­
mercially operable communication satellite system 
is a national objective.

"(2) The attainment of this urgent national objective
in the field of communications may be accomplished 
through concerted action by existing agencies of 
Government and private enterprise.

"(3) The statutory authority of NASA and the FCC appears 
adequate to enable each agency to proceed expedi­
tiously with the research and development activities 
necessary to achieve a commercially operable communi­
cation satellite system. Special problems which may 
arise in connection with the regulation of a com­
mercially operable system are being e::plored by both 
agencies, and may result in legislative recommendations 
at a later date.

"(H) In accordance with the traditional policy of con­
ducting International communications services through 
private enterprise subject to Governmental regulation, 
private enterprise should be encouraged to undertake 
development and utilization of satellite systems for 
public communication services.

"(5) Both NASA and the FCC will conduct their respective 
activities with a full exchange of information so 
as to accelerate necessary research and development 
and to coordinate Governmental actions necessary to 
attain the national objective.

"(6) NASA, in appropriate cooperation with other Government 
agencies, will continue to direct its activities in 
this field toward the advancement of space technology 
and its application to civil comnunications.
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"(7) The FCC, In appropriate cooperation with other
Government agencies, will continue to direct its 
activities in this field toward the development of 
communications policy end the implementation and 
utilization of space telecommunications technology 
through the licensing and regulation of Uhited 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.

"(8) 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 telecommunications within the framework of this 
nation's international obligations and aims.

"(9) Existing inter-agency organizations and procedures 
for coordination will be employed with respect to 
the allocation and assignment of frequencies necessary 
to support both the research and development and the 
operational phases of a civil communication satellite 
system."
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B e fo re
FEDERAL COMMUNICATIONS COMMISSION 

W ashing ton 2 5 , D. ,C .

FCC 61- 4 2 7 
2438

In  th e M at te r o f

An In q u ir y  In to  th e  A d m in is tr a ti v e  and 
R e g u la to ry  Pr ob lems R e la t in g  to  th e 
A u th o riz a tio n  o f  Com m er ci al ly  O pe ra bl e 
Sp ac e Comm unica tio ns  Sys te m s

)
)
) Doc ke t No. 140 24  
)
)
)

NOTICE OF INQUIRY

1 .  I t  i s  th e exp re sse d  p o l ic y  o f  th e  U n it ed  S t a t e s  t h a t  a c t i v i t i e s  in  sp ace  
sh ould  be dev ote d  to  p e a c e fu l pu rp os es  f o r  th e  b e n e f it  o f  a l l  m an kind . The 
e a r l i e s t  p o s s ib le  r e a l i z a t i o n  o f  a co m m erc ia lly  o p e ra b le  p o in t- to -p o in t  sp ace  
s a t e l l i t e  co mmun ication sy st em  r e p r e s e n ts  one o f  th e  most s i g n i f i c a n t ,  
p r a c t ic a l ,  and b e n e f i c i a l  means o f  im pl em en ting t h i s  v i t a l  n a t io n a l p o l i c y .
The Cnnmianion, in  fu rth e ra n c e  o f  i t s  s t a tu t o r y  r e s p o n s i b i l i t i e s  and  in  an 
e f f o r t  to  f a c i l i t a t e  th e  advancem ent o f  th e  n a t io n ’ s v i t a l  sp ace  p o l i c y ,  has  
been  en ga ge d f o r  some ti m e in  an att em pt t o  a s s e s s  th e  n atu re  o f  th e many 
v a r ie d  and  co mplex  pr ob le m s a s s o c ia te d  w it h  in te r n a t io n a l co m mun icat ions  v ia  
sp ac e s a t e l l i t e s .  P res en t s tu d ie s  in d ic a te  th e  p o s s ib le  a r is in g  o f  co n d it io n s  
and ci rc u m st an ce s whi ch  ap pe ar  l i k e l y  to  p r e s e n t c e r t a in  pr ob lem s w it h  
r e s p e c t  to  th e  a u th o r iz a t io n  and o p e ra ti o n  o f  s a t e l l i t e  sy st em s f o r  comm unica­
t io n  s e r v ic e s  be tw ee n th e  U nit ed  S t a t e s  and  fo r e ig n  p o in ts . Th es e pr ob lem s 
r e q u ir e  an as se ss m en t o f th e Cco m ls sl on ’ s a d m in is tr a t iv e  and  r e g u la to r y  

fu n c tio n s  and a u th o r ity  w it h  r e s p e c t  t h e r e t o .

2 . A number o f  in d u s tr y  o r g a n iz a t io n s , in c lu d in g  e x i s t i n g  in te r n a t io n a l 
co mmu nicatio n common c a r r i e r s ,  ha ve  e xp re sse d  an a c t i v e  in t e r e s t  in  th e 
esta b li s h m e n t and  o p e ra tio n  o f  sp ao e s a t e l l i t e  r e la y s  f o r  in t e r n a t io n a l p u b li c  
co mmun icat ions  s e r v ic e s .  Whi le t h e ir  v ie w s d i f f e r  w it h  r e s p e c t  to  te c h n ic a l 
c h a r a c t e r i s t i c s ,  i t  has  be en  su ggest ed  by  some t h a t  a s in g le  in te g r a te d  
sy st em , o r  a li m it e d  number o f  in dep en den t sy ste m s, o f f e r s  th e  mos t f e a s i b l e  
means o f  s u c c e s s fu l o p e ra ti o n  w it h in  th e  fo r e s e e a b le  f u t u r e .  Su ch v ie w  appea rs  
to  be ba se d on th e  pr em is e th a t  a m u l t i p l i c i t y  o f  co m m er cial  s a t e l l i t e  sy st em s 
ap pe ar s u n l ik e ly  in  v ie w  o f  th e s u b s t a n t ia l c a p i t a l  in ve st m en t which  w i l l  be 
n e c e s s a r y , th e li m it a t io n s  wh ich  may be re q u ir e d  by  e f f i c i e n t  sp ec trum  
managem ent c o n s id e r a t io n s , bo th  n a t io n a l and in t e r n a t io n a l,  and a p o s s ib le  
i n a b i l i t y  to  j u s t i f y  e co n o m ic a ll y  mor e th an  a li m it e d  number o f  sy st em s in

th e  n ea r f u t u r e .

3 . The  U nited  S t a t e s  h a s , o f  c o u rse , m ai n ta in ed  a p o l ic y  o f  f o s t e r in g  
b e n e f ic ia l  co m p eti ti o n  among p r iv a t e l y  owned and o p era te d  in t e r n a t io n a l com­
m un ic ati on  common c a r r i e r s .  Ho we ve r, as su m in g t h a t  th e  o r g a n iz a tio n  o f  a 
s in g le  o r  l im it e d  number o f  s a t e l l i t e  sy st em s w i l l  b e s t  s e rv e  th e p u b li c  
in t e r e s t ,  th e r e  i s  a q u e s ti o n  as  to  th e  e x te n t  t o  whi ch  t h i s  w i l l  be c o n s is te n t  
w it h  th e  m ai nte na nce  o f  co m p eti ti o n  in  in t e r n a t io n a l co m m un icat io ns , and  w it h  

th e  a n t i - t r u s t  la w s and  p o l i c i e s  o f  th e  U n it ed  S t a t e s .  The pu rp os es  o f  t h is  
pro oeed in g t h e r e fo r e  a re  t o  a s c e r ta in  th e  v a r io u s  meth od s by  which  p a r t i c i ­

p a ti o n  in  su ch  sy st em  d r  sy st em s by  a l l  I n t e r e s t e d  p resen t and fu tu r e

710 36 0 —6 1------11



1 6 0 INDEPEN DENT OFFICES APPROPRIATIONS, 196  2

In te rn at io na l conmunlcatlon oomnon ca rr ie rs  end othe rs can be st  be ef fectua ted on an equi tab le,  non—disc rim ina tor y,  and law ful ba si s.
4.  In in st it u ti ng  th is  proceeding the Commission wishes to  make I t  pe rf ec tly cl ea r th at  i t  is  mindful of  th e scope and complexity of the  in te rn at io na l problems Inheren t in  the  fi e ld  of space communications. I t  is  reco gnised th at  in te rn at io na l coop erat ion and agreement on frequency al lo ca tio ns  and other es se ntial  ma tte rs are  req uir ed  i f  a tr u ly  us ef ul  and e ff ic ie n t sa te ll it e  communication system is  to  be re al iz ed . The Commission is  als o fu ll y  cogn isant th at before  a fu lly  op erati on al commercial s a te ll it e  communication system can be es tab lis hed a su bs ta nt ia l amount of res ea rch and development remains to  be completed. However, i t  is  the Commission^ opin ion th a t cons ide rat ion  of the quest ions involved in  th is  proceedin g in  advance of the  re so lu tio n of the se oth er  re la ted problems w il l haste n the  establ ishment of in te rn at io na l communi­ca tio n via  space s a te ll it e s .

5. Accordingly, there is  in st it u te d  herewith  pursuant  to  the  pro vis ions of Sec tion  403 of the  Communications Act of 1934, as amended, an inq uiry in to  the  following  quest ion s!

1. Assuming the  au thor izat ion of a sin gle or  lim ite d number of  sa te ll it e  communication systems w ill  be st  serve the  pu bli c in te re s t,  what plan of pa rt ic ip at io n is  be st  designed to  provide eq ui tab le  access  to , and noi>- discriminatory  use of , s a te ll it e  communication f a c i l i t i e s , by ex is tin g and fu ture  in te rn at io na l communication common ca rr ie rs  and others?Should such a plan include pa rt ic ip at io n of  man ufac ture rs of sa te ll it e  communication and laun chin g equipment? Speci fy in  d e ta il  the  feat ur esof the plan  inc lud ing  the fi na nc ia l and op erat iona l arrangements re la te d to  the ownership and use of the  system.

2. Speci fy in d e ta il , with supp ortin g b ri ef s,  how such plan would comply with ex is tin g laws and po lic ies (p ar ticu la r at te nt io n being given to  Sec tion s 313 and 314 o f the  Communications Act and pe rti ne nt  an ti ­tr u s t st a tu te s) .

3.  Spec ify in d e ta il , with supp ortin g bri efs , the  pro vis ion s of the  Communications Act and Commission Rules and po lici es  which are re li ed  upon aa au thor ity  fo r the  Commission to  prescr ibe such plan  to the exclusion of oth er plans and to  requ ire  llo en se s or othe r au tho riz ati ons to  be obta ined  thereunder} or,  in the absence of  such au th or ity , spe cify  in  de ta il  the  changes recommended in the  laws and pol ic ie s in order to  implement such pla n.

4. Speci fy in deta il  the ex ten t to which each of the var ious pa rt ie s involved in the systems covered by such plan would be sub jec t to  regu­la tion  by th is  Commission as common ca rr ie rs  or otherw ise .
5. St ate  whether you inte nd to  pa rt ic ip at e in  such pla n and the  nat ure  and ex ten t of such pa rt ic ip at io n.

6. Al l in te re sted  pa rt ie s are invi ted to respond in  writ ing to the questio ns he re in . In view of the v it a l na tur e and widespread In te re st  in th is  sub jec t i t  is  requ ested th at  40 copies of  each such respo nse be f il e d  in th is



INDE PENDENT OFFICES APPROPRIATIONS, 19 62 161

p ro cee d in g  r a th e r  th an  15  c o p ie s  o r d in a r i ly  re q u ir e d  by S e c t io n  1 .5 4  o f  th e 
Com m ission ^ R u le s and R e g u la t io n s . P a r t ie s  re sp ond in g t o  t h is  in q u ir y  s h a l l  
fu r n is h  t h e ir  re sp o n ses on o r  b e fo re  th e 1 s t  day  o f  May, 19 6 1 , and r e p l ie s  to  
su ch  re sp o n ses sh ould  be  f i l e d  on  -or b e fo re  th e  15th day  o f  May , 19 6 1 .
Any fu r th e r  f i l i n g s  o r  o th e r  p ro ceed in g s h e re in  s h a l l  be ann ounced by  
su bse quent o rd ers  o f  th e  Co mmiss ion.

FEDERAL COMMUNICATIONS COMMISSION

Ben  F . Map le 
A c tin g  S e c r e ta r y

A dopte di Ma rch  29, 19 61 

R e le a s e d ! A p r i l  3 , 19 6 1
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B efo re  th e
FEDERAL COMMUNICATIONS COMMISSION 

Washin gto n 2 5, D. C.

FCC 6 1- 676  
4774

)In  th e  M at te r o f

An In q u ir y  In to  th e A d m in is tr a tiv e  and 
R e g u la to ry  Pr ob lems R e la t in g  to  th e 
A u th o riz a ti o n  o f  Com m er ci al ly  O pe ra bl e 
Spa ce  Co mm unications Sy st em s

) Doc ke t No; 14 02 4

)
)
)

FIRS T B ff qR I

By th e  Comm ission :

1 .  On March 29, 1 9 6 1 , th e  Com missio n ad op te d a N o ti ce  o f  In q u ir y  
( r e le a s e d  on A p r i l  3 , 1 9 6 l)  d es ig n ed  to  f a c i l i t a t e  an e a r ly  s o lu t io n  to  
th e  a d m in is tr a tiv e  and r e g u la to r y  pr ob lems r e l a t i n g  to  th e  fu tu r e  auth or­
iz a t i o n  o f  co m m erc ia lly  o p e ra b le  sp ac e co mmun ica tio n sy st em s.  I t  was 
s ta te d  in  th e N o ti ce  t h a t  i t  may not be f e a s i b l e  to  ha ve  more th an  one 
o r  a li m it e d  number o f  co m m er cial  s a t e l l i t e  co mmun ication sy st em s due  to  
th e  s u b s ta n t ia l c a p i t a l  in ve st m en t re q u ir e d  and  l im it a t io n  o f  ra d io  
sp ec trum  sp a ce; and t h a t  t h is  r a is e s  a pr ob lem as t o  th e man ner  in  wh ich 
su ch  a sy stem  o r  li m it e d  number o f  sy st em s co u ld  be accomm odated w it h in  
th e  Comm iss ion ’ s p o l ic y  o f  f o s t e r in g  b e n e f ic ia l  c o m p e tit ic n  in  th e 
in te r n a t io n a l co mmun ica tio n f i e l d  and w it h in , th e  a n t i - t r u s t  la w s. 
A c c o r d in g ly , th e  N o ti ce  s o l i c i t e d  vie w s fro m a l l  in t e r e s t e d  p a r t ie s  as  
t o  th e  b e st p la n  o f  in s u r in g  t h a t  in te r n a t io n a l co m mun icat ions  common 
c a r r i e r s ,  and o th e r s , p a r t ic ip a t e  on an e q u it a b le  and  n o n -d is cr im in a to ry  
b a s is  in  a s in g le  o r li m ite d  number o f  s a t e l l i t e  sy st em s.  Vi ew s were 
a ls o  s o l i c i t e d  as to  th e l e g a l i t y  o f  th e su g g e ste d  p la n ; th e  Comm ission ’ s 
a u th o r ity  to  p r e s c r ib e  su ch  p la n ; and th e e x te n t  to  whi ch  p a r t ic ip a n ts  in  
th e  p la n  wo uld  be s u b je c t  to  th e  Comm ission ’ s j u r i s d i c t i o n .  The N o ti ce  
d ir e c t e d  th a t  re sp o n ses th e r e to  be f i l e d  on o r b e fo r e  May 1 ,  19 61 and 
t h a t  r e p l ie s  to  su ch  re sp o n ses be f i l e d  on o r  b e fo re  May 1 5 ,  19 6 1.

2 ;'  Re sp on se s ha ve  be en  f i l e d  by tw elv e  p a r t i e s ,  v i z . ,  Am er ican  R ock et  
S o c ie t y ;  Am erica n S e c u r i t ie s  C o rp ora ti on  ( fo r  th e  fu tu r e  Western  Un ion  
I n te r n a t io n a l,  I n c . ) ;  Am er ican  Te le ph on e and T ele g ra p h  Company; Gen er al  
E l e c t r i c  Company; G enera l Te le ph on e & E le c tr o n ic s  C o rp o ra ti o n ; Haw ai ian 
Te le pho ne Company; I n te r n a t io n a l Te le ph on e & T ele g ra p h  C o rp o ra ti o n  (and  
Am er ican  Cab le  & R ad io  C o rp o ra ti o n ); Lo ckhe ed  A i r c r a f t  C o rp o ra ti o n ; P ress 
W ir e le s s , I n c . ;  Rad io  C o rp o ra ti o n  o f  Am er ica (an d RCA Co mmun icat ions , I n c .)  
The  Wester n Un ion  T ele g ra p h  Company; and th e  De pa rtm en t o f  J u s t ic e  
(co mm enting o n ly  on a n t i - t r u s t  m a tte r s ) .

3 . R e p li e s  to  su ch  re sp o n ses wer e f i l e d  by  Am er ican  Te le pho ne and 
T ele g ra p h  Company, G en era l E l e c t r i c  Com pan y,and Lo ck he ed  A i r c r a f t
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Corporation.

4.  In gen eral,  the respo nden ts were in  agreement th at fo r economic and 
oth er reasons a sin gle sa te ll it e  communications system or a lim ite d 
nmb er of system s, financed and owned by pr iv at e en te rp ri se , would best 
serve the pub lic  In te re st . To the ex tent  th at  the  respondents  addressed  
themselves to  a sp ec if ic  type of  plan , they general ly fav or a Jo in t 
venture fo r the  ownership and ope rat ion  of  a system. The pr in ci pa l 
di ffe rence among responden ts in th is  re sp ec t re la te d to the  composi tion 
of  such a jo in t ven ture. Thus, American Telephone and Telegraph Company 
and In te rn at io na l Telephone and Telegraph Corporation  favor ownership in 
such a system being  lim ite d to in te rn at io na l communications common 
carr ie rs , such en ti tl e s pa rt ic ip at in g in  ownership to  a degree co ns ist en t 
with th e ir  re la ti ve use of the system; General Telephone & El ec tro nic s 
Corporation would lim it  the ownership to  both domestic and in te rn at io na l 
communications common ca rr ie rs ; while Lockheed A ircr af t Corporation, 
General E le ct ri c Company, and The Western Onion Telegraph Company favor 
ownership by common ca rr ie rs , the  manufactur ing companies, and possi bly  
the publi c.

5. Upon cons ide rat ion  of the responses and re pli es  fi le d  herein the 
Commission has ar riv ed  a t ce rtain conclusions,  the  ap pl icat ion of which 
w il l serve to fo st er  and acce ler ate  the  ul tim ate establ ishment of a 
commercially operable space sa te ll it e  communication system in the  publi c 
in te re st .

6. We have concluded th at the  recommendations made herein with respec t 
to  the  forma tion or arrangement of a jo in t venture (or  Jo in t unde rtaking) 
composed only of  ex is tin g common ca rr ie rs  engaged in in te rn at io na l te le ­
phone and telegrap h communication is  deserving of  consi der ation  and 
explo rat ion  as an ef fe ct iv e means of promoting the  orderly  development 
and ef fectua tio n of such a system. We bel ieve tha t,u nd er  Commission 
regu lat ory ju ri sd ic tion  and subje ct to  the  con diti ons  and safeguards 
he re in af te r se t fo rt h , some form of  jo in t venture by the in te rn at io na l 
common ca rr ie rs  is  cl ea rly ind ica ted  as best servin g the public in te re st  
fo r the following  rea son st

(a) I t  appears to be general ly accepted th at  because of 
consi der ations of pra ct ic al  economice and tech nica l li m itat io ns,  i t  
w ill  no t be fe as ib le  fo r some time to  come to  accommodate more than 
one commercial sa te ll it e  system.

(b) Cnnamm en tion  via  s a te ll it e  w ill  be a supplement to , ra th er  
than a su bst itute  fo r,  ex is tin g communication systems operated by 
the  in te rn at io na l common carr ie rs , thereby  becoming an in te gr al  pa rt  
of the  to ta l commininotion system of  each such carr ie r.

X/ Lockheed in  i t s  reply comments withdrew i t s  proposal th at ownership 
in a s a te ll it e  system include pr iv at e in te re st s oth er than the 
in te rn at io na l ca rr ie rs .
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(c) The responses f i le d  by the in te rn at io na l ca rr ie rs  exp res s 
a will in gn es s and in dica te  a capabil it y  to  marshal th e ir  re sp ec tive  
resources fo r the purposes of devel oping  a s a t e l l it e  communication 
f a c i l i t y .

(d) By reason of  th ei r exp erience in  and re sp o n sib il it y  fo r 
fu rn ishi ng  in te rn at io na l communications se rv ic e , the  in te rn at io nal  
ca rr ie rs  themselves  are lo g ic a ll y  the ones be st q u ali fi ed  to 
determine the natu re and ex tent  of the f a c i l i t i e s  be st  su ited  to 
th eir  needs and those of th e ir  fo re ig n corres pondents,wit h whom 
the y have lon g stan ding and e ff e c ti v e  commercial re la tionsh ip s and 
who n ec es sa ri ly  w il l have a su bst an ti al  in te re st in  the opera tions 
of any s a t e l l it e  system.

(e) Under the  Communications Act , the  in te rn at io nal  ca rr ie rs  are  
ob lig at ed  to fu rn ish the pu bl ic  with adequate, e ff ic ie n t  se rv ic e at  
reason able cha rges, and th is  obliga tion  can be st be discha rged by 
those ca rr ie rs  ma intain ing , as fa r  as poss ib le , the gr ea te st  degree 
of d ir ect  co nt ro l and re sp o n sib il it y  ove r the f a c i l i t i e s  employed in  
th is  se rv ic e .! /

7 . These co ns id er at ions , in our op inion,  demonstrate the  d e sir a b il it y  
o f explor ing at th is  time the means whereby the  in te rn at io nal  common car­
ri e rs  may, c o ll e c tiv e ly , but su bj ec t to  appropria te re gu la tion  and sa fe­
guar ds, take such step s as are ne cessary to  pla n and e ff e c t  the ult im ate 
in te gr at io n of s a t e l l it e  communication techniqu es into the fa b ri c  6f in te r­
na tio na l common ca rr ie r se rv ic e.  At the  same time these  co nsideration s 
would appear to  m il it a te  ag ain st the  sugg estio ns  which have been made by 
ce rt ai n of  the  responden ts th at  any jo in t ven ture with  re sp ec t to  the 
ownership of s a t e l l it e  communication systems should inc lud e par tici pati on  
by the pu bl ic  or by companies in the aerospace and communications equipment 
manu factur ing in dust ri es .

8. We are not  unmindful of the su bst an ti al  in te re st s th at  the se in ­
du st ries  have in the  f ie ld  of  space  sc ienc e and the important co ntrib ut ions  
the y have to  make to  th is  f ie ld . Nor are  we unmindful o f the pote nti al  
market th at  s a t e l l it e  Systems re pr esen t fo r the  sa le  of  communications and 
re la te d equipment. However, i t  appears th at  the  ada pta tion and in te gr at io n 
o f s a t e l l it e  communication tech niques  to  in te rn at io nal  common ca rr ie r 
op era tions is  withi n the  economic means of the exis ti n g  ca rr ie rs, although

1 /  I t  is  rec ogniz ed th at  th is  new tec hn olo gy of communication may 
prese nt numerous, unique and d i f f ic u lt  problems which may involve  
se ve ra l approaches and so lutio ns  of a type and nature d if fe re n t from 
those which have been used he re to fo re  in  the  f ie ld  of  in te rn at io na l 
communications. HoVever, we are s a tis fi e d  th at  any such new problems 
can be st be re so lved  by working wi thin the exis ti n g  framework o f our 
in te rn at io nal  common ca rr ie r in du stry .
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re qu ir in g coopera tive arrangements among them. We f a i l  to  see why ownership 
par tici pat io n  by the aero space and communications equipment in du st ries  w il l 
be ben efi ci a l or ne cessa ry to  the establ ishment of a s a t e l l it e  communication 
system to  be used by the common ca rr ie r Indu str y. On the other hand, such 
par tici pat io n  may w el l re su lt  in  encumbering the system with comp licated and 
co stl y  corporate  re la ti on sh ip s,  disrup tin g op erat iona l pa tte rns th at  have 
been es ta bl ish ed  in the in te rn at io na l common ca rr ie r in du st ry , and Impeding 
e ff e c ti v e  re gu lation  of the ra te s and se rv ic es  of  the in du stry .

9.  Ins ofa r as the pro pos al fo r such p ar tici pati on  may have been motivated 
by concern th at  withou t par tici pat io n  the manufacturers of communications 
equipment w il l be excluded from th is  market by the manufacturing  companies 
a ff il ia te d  with  the  p art ic ip ati ng common ca rr ie rs,  the Commission is  wel l 
aware of th is  dang er. Ac cordingly , i t  is  the Commission’ s inten tio n to 
re qu ire  th at  any jo in t ven ture th at  may evolv e sh all  make adequate and 
e ff e cti v e  pr ov is io n,  such as com pet itiv e bid din g, to  ins ure th at  the re w il l 
be no favo rit ism in the procurement of communications equipment req uir ed 
fo r the co ns truc tio n,  opera tion and maintenance of the s a te ll it e  system. We 
want to st re ss  th at  we sh all  al so  take  a l l  necessa ry measures and es ta blish  
re gu la rize d procedure s to ins ure th at  such a p o li cy  is  fa it h fu ll y  and con­
sc ie nti ousl y adm inis tered.  In th is  con nec tion, and al so  to  promote the 
maximum degree of stan da rd izat io n,  the Commission w il l bI bo requ ire  th at  i t s  
approva l be obtaine d with re sp ec t to the sp ec if ic ati on s fo r a l l  equipment 
used by the common ca rr ie rs  in  the s a te ll it e  syste m, inclu ding  the ground 
term inals. At the same tim e, before  approving any sp eci fi ca ti o n s,  we sh all  
examine cl ose ly  into  the re le va nt paten t si tu at io n  to ins ure th at  an undesir­
ab le or dominant pa ten t po si tion  w il l not hamper or fr u st ra te  the Commission’ s 
ob je ct iv es  in th is  re ga rd .

10. I t  is  ne ith er  po ss ib le  nor fe asi b le  fo r the Commission here to  in di ca te  
a l l  the sp eci fi c fe at ur es  which i t  be lie ve s should be inc orp ora ted  in any 
jo in t venture of in te rn at io nal  common ca rr ie rs. These ma tters w ill , of  
course, require  ca re fu l,  extended study  and formu lat ion  by the  in te re sted  
ca rr ie rs  ac tin g under the  ae gi s of  the Commission and in  accordance with  
the  procedures  and p o li c ie s  he re af te r to be pro vide d fo r . However, regard ­
le s s  of the plan of or ga ni za tio n or type  of  en ti ty  th at  may subsequ ently  
ev ol ve , i t  must conta in cl ear  and defi n it e  pr ov isions  which w il l insu re 
th at  exi st in g and fu tu re  in te rn at io na l common ca rr ie rs, whether or not any 
such ca rr ie r par ti ci pate s through ownership in the jo in t ventu re,  sh all  have 
eq ui tabl e acc ess  to , and non -discr imina tory use o f,  the s a te ll it e  system , 
under fa ir  and rea son abl e term s, so as to  obtai n communication fa c i l i t ie s
in  the system to ser ve ove rse as point s with  the  typ es o f se rv ic es  fo r lAiich 
they  are lic en se d or autho rized by th is  Commission. The Commission, in  
is su in g lice nse s or othe r au thor izat ions  th at  may be requ ire d to effec tu at e 
such jo in t venture, w il l tak e a l l  .ap pro priate  measures to  implement th is  
p o li cy  and to e ff e c t  such oth er safe gua rds  as may be require d in the pu bl ic  
in te re st.

1 1 . We are making no determ ination  at  th is  time as to  the d e sir a b il it y  or 
need fo r par tici pat io n in any such jo in t venture  by domestic  common ca rr ie rs .
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1 2 . In  v ie w  o f  th e  fo r e g o in g , th e  C o nais si on  h ere by an no un ce s th a t  i t  
w i l l  in v i te  a l l  U n it ed  S t a t e s  in te r n a t io n a l common c a r r i e r s  and c e r ta in  
U n it ed  S ta te s  go ve rnme nt  a g e n c ie s  to  a tt e n d  a co n fe re n ce  w it h  th e  Commis­
s io n  a t  an e a r ly  d ate  to  e x p lo re  p la n s and p ro ced u re s whe reun de r co n sid e r­
a tio n  o f  th e  m att ers  d e a lt  w it h  h e re in  may go fo rw a rd . A fu r th e r  o rd er 
w i l l  be is su e d  upo n co n c lu s io n  o f  su ch  c o n s id e r a t io n .

FEDERAL COMMUNICATIONS COMMISSION

Ben  F . Waple 
A c t in g  S e c r e ta r y

A dop te d: May 2b , 19 61 

R e le a s e d : May 2b , l ? 6 l
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Before the
FEDERAL COMMUNICATION COMMISSION 

Washington 125, D. C,
FCC 61-652 

4642

In the Matter of

an Inquiry into the Allocation 
of Frequency Banda for Space 
C emun i cations

)
)
) DOCKET NO. 13522
)
)

SECOND NOTICE OF INQUIRY

1. The first Notice of Inquiry in thia proceeding, adopted 
by the Commission on May 18, I960, called for initial ccmmonts to be 
filed with the Commission on or before March 1, 1961. Having 
reviewed those ccoments, and having consulted with the Office of . 
Civil and Defense Mobilization (QCDM) and the Interdepartnont Radio 
advisory Comnittee (IRAC); the Commission now offers for public 
connent a draft stateneiit entitled “Prelininary Views of the Unitod 
States of dnerica - Frequency Allocations for Spaco Radiocammunica- 
tion". It is not intended to be a recommended United States posi­
tion for the proposed 1963 space conference of the International 
Telecommunication Union. Rather, its purpose is to serve as a 
vehicle by which the ideas and reactions of other countries can be 
obtained and taken into account.

Following study of the cccnents received in response to 
this Socond Notice, the Ccraission, in consultation with the OCDM, 
expects to take such nodifications in the attached statenent in the 
light of comments received as appear to bo appropriate and 
practicable. The resultant statement then is expected to be 
transnitted to the Departncnt of State with a recommendation that 
it be used by U, S. representatives as the basi3 of discussion with 
other countries.

2. Inasnuch as the attached statenent has been prepared for
international study, it is premature to indicate at this tine tho 
ultinate national distribution of spectrun space as between • • -
government and non-govornnent users in the space ’irogrom. addi­
tionally, since this dccument represents only preliminary views, it 
is reasonable to expect that it will be changed before it reaches 
tho status of a U. S. proposal to an international conference 
empowered to allocate frequency space for space programs. Following 
such a conferenco, and depending upon the results thereof, it then 
will be appropriate to perfect domestic arrangements for implenenta- • 
tion of the new allocations.

3. Tho Ccmission recognizes that, from a purely technical 
vieirpoint, the attached preliminary views with rospect to frequency 
support for space radiocommunication orc based on projected as well 
as present technology and also on conpomtively limited operational 
experience. They therefore represent a present best estimate of new 
requirements deserving international recognition, and are subject to
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m odif ic a ti on  in  tha  l ig h t  o f  fu tu re  de ve lopm en t* in  th e sp ac e prog rams o f  th e 
Un ite d S ta te s  and o f  ot her  co u n tr ie s .

4 . The att ach ed  st at em en t i s  In tend ed  to  be  as complete and un der st an dab le  
as  p o ss ib le  w it hout bei ng ove rl y lo ng or  u l t r a - s c i e n t i f i c .  In  th is  co n te x t,  and 
ta kin g in to  ac co un t i t s  in tend ed  fu tu re  u se , n ot on ly  comments d ir ec te d  to  the 
su bs ta nc e o f  th e st at em en t bu t a ls o  e d i t o r ia l  su g g e s t io n s , ar e in v it e d .

5. The Com miss ion rec ogn iz es  th a t i f  tha freq ue nc y a l lo c a t io n s  d is cu sse d  
in  th e att ach ed  st ate m en t ev en tu a ll y  sh ou ld  ach ie ve  tr ea ty  s ta tu s , i t  w i l l  be 
im po rtan t to  pre se n t and p ro sp ec ti ve u se r s o f  th e bands fo r non -s psc e pu rp os es  
to  know where th e ea rt h  te rm in al s o f  th e sp ac e sy ste m (s ) w i l l  be lo c a te d . Th is  
ge ner al  pro blem o f  ea r ly  id e n t if ic a t io n  o f  earth  te rm in al  s i t e  lo c a t io n s  was 
ra is ed  by Is su e  9 * in  th is  pro ce ed in g.  Issu e  9 was co nta in ed  in  a sup ple me nt  
to  th e F ir s t  N oti ce  o f  In quir y.  Al thou gh  th e p a r t ie s  re sp on di ng  to  Is su e  9 wer e 
not  e n t ir e ly  in  ag re em en t, a m ajo ri ty  o f  con me nts  fa vo re d th e id ea . In  any 
even t,  the Com miss ion p resen tl y  b e li e v e s  th a t su ch  a c ti o n  would  be in  th e b est 
in te r e s t s  o f  i t s  li c e n s e e s . A cc ord in gly , a se parate  ru le -m ak in g pro ce ed in g w i l l  
be in i t ia t e d  as soo n as  p o s s ib le , lo ok in g  toward th e d esi g n a ti o n  o f  a minimum 
number o f  such  s i t e s  and es ta b li sh m en t o f  th e p r o te c ti o n  c r i t e r ia  to  be ob se rv ed  
by th e sh ar in g s e r v ic e s  co nc er ne d.  These  c r i t e r ia  w i l l  be ba sed upon th e f i l i n g s  
alr ea dy rece iv ed  in  t h is  pro ce ed in g.

6. Any in te r e s te d  pe rs on  i s  in v it e d  to  f i l e  comments w it h  th e Commiss ion 
co nc er ni ng  th is  m at ter on or bef ore  Jun e 23 , 1961.- No p ro v is io n  i s  made fo r  
f i l i n g  o f  re p ly  comments. The ur genc y a tt a ch in g  to  th is  m at ter from a n a ti o n a l 
p oin t o f  vi ew  makes  i t  im pe ra tive  th a t ev er y e f f o r t  be made to  subm it conments 
by th e da te  s e t  fo r th  h erein . Due to  th e in te r e s t  ex pre ss ed  in  th e su b je c t o f 
spac e com mu nication and the e x te n siv e  in tr a-g ove rn m en ta l co ord in ati on  nec es sa ry  
to  fo rm ul at e a n a ti o n a l p o s it io n  on t h is  su b je c t , i t  i s  re ques te d th a t an 
o r ig in a l and 39 co p ie s o f  each  comment be fu rnis hed  to  th e Co om lss ion.

FEDERAL COMMUNICATIONS COMMISSION

Attachm ent

Adopted: May 17 , 196 1 

Rel ea se d: May 19, 1961

Ben F. Maple 
A ct in g Sec re ta ry

* Is su e  "9 . Assum ing , a t  le a s t  i n i t i a l l y ,  (1 ) th a t e x is t in g  su rf ac e  
com mu nic ations must co nti nue to  fu n c ti o n , and (2 ) th a t ge og ra phic al  
se parati on  i s  th e key to  su cc ess fu l sh ar in g o f  freq ue nc y ba nd s, i t  
ap pe ar s th at earth  te rm in al s sh ou ld  be lo ca te d  in  sp arse ly  s e t t le d  
a rea s , away from con cen tr ati on s o f  com mu nic ati on  in s t a l la t io n s .  
T her ef or e,  sh ou ld  th e Com mis sion , on th e b a s is  o f  c r i t e r ia  de ve lope d 
pu rsua nt  to  th e new is s u e  th ree , g iv e  co n si d er a ti o n  to  amending  i t s  
Rul es  a t  an ea r ly  dat e to  e s ta b li s h  p ro te cte d  ge og ra phic al  are as to  
be hel d  in  reserv e  fo r th e in s t a l la t io n  o f fu tu re  eart h  te rm in als  fo r 
c i v i l  com mu nication sy stem s v ia  sp ac e r e la y s ? .. "
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PRBIIMINARY VIEWS OF THE U.S.A, FOR FREQUENCY ALLOCATIONS FOR 
gPftCE R^ I Q C C M M m C ATlON

1. INTRODUCTION - Studies of the world trend in telecommunication
requirements end the known plans for expansion of existing telecommunica­
tion facilities throughout the world have repeatedly indicated that begin­ning 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-frequency 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 concerned Members of the International 
Telecommunication Union (ITU) for many years. There is no foreseeable 
reduction in the use of high frequencies for global communication. 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 comsainlcation 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 new telecommunication development, and other space radio 
communication needs.

1.1 Since the first demonstration of the practicability of trans­
mitting intelligence from one part of the earth to another by the use of 
radio waves relayed by artificial satellites, the U.S.A. has been studying 
the technical parameters which appear to be relevant to eventual frequency 
allocations for all categories of space radlocomnunication, in the context 
of Recommendation No. 36 of the Ordinary Administrative Radio Conference 
(OARC), Geneva, 1959.

1.2 The uses of space radiocommunication may be grouped as 
follows:

a. Aeronautical Mobile.
b. Broadcasting.
c. Meteorological.
d. Navigation.
e. Space Research - guidance, control and associated 

communications, including tracking and telemetering.
f. Communication relay (both active and passive).

1.3 While radio astronony is not classified by the ITU as a space 
service, nevertheless, because of its scientific importance, the matter of 
radio astronomy allocations is under study.

1.4 An operating world-wide communication satellite space service 
is probably one of the first areas in which a practical use may be made 
of  satellites, involving high-capacity, reliable information exchange
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between pointe on the eart h 's  su rfa ce , includ ing ships , a ir c ra f t  and aero- 
sp acecraft.  Relay nay be ef fe cted  by several means —a .g . , low or in te r ­
mediate a lt it u d e  s a te ll it e s  in  random or co ntrolle d o rb it , high a lt it u d e  
s a te ll it e s  in  synchronous o rb it , na tu ra l or man-made passive  re fl ec to rs , 
etc . In te rn ational stan dardisation  of  frequency allocations is  a 
pr er eq ui si te  to  the introd uc tio n of  world-wide op erat iona l communication 
s a te ll it e  systems.

1.5  Cer ta in  re leva nt  radi o wave propagatio n data were made known
at the Plenary Assembly of  the CCIR at Loa Angeles in  1959. Subsequently, 
the 1959 QARC a t Geneva es tab lished cert ain  al lo cations fo r space res earch. 
These allocations, however, were not intended to accommodate the la rg er 
bands of  frequencies requ ire d by s a te ll it e  communication systems equipped 
fo r high -c ap ac ity , mu lti- chan ne l transm ission .

2. AERONAUTICAL MOBILE -  The advances in  the f ie ld  of  a ir  tran s­
po rtat ion in  rec ent years po int to the approaching need to accommodate 
communications fo r a ir c ra ft  and eerospececraf t operating  a t extremely high 
speeds and a lt it u d es . Present in di ca tio ns  ere  th at the speeds end a lt it ud es  
of  ae rona ut ical  opera tions w il l  increase on an ev olut iona ry  bas is to speeds 
many times in  excess of  th at  of  sound and a lt it ud es beyond 160 ki lometers. 
Fu rth er , these opera tions are  unique in  th at the a ir c ra ft  or aerospace- 
c ra ft  must operate in  the ea rth's  atmosphere during the departure and re ­
entry  phase of the f l ig h t  and in  space or near space during the midd le 
po rtion  of  the f li g h t .

2.1  Such f li g h ts , when opera ting in  the atmosphere and tr aveling  
at high  speeds, are  expected to requ ire  frequency bands much higher than 
those av ia tion bands presently  al loca ted due to ion sh ield ing created by 
thermal f r ic t io n . For example, present in dicat io ns  are  th at  5 Gc/s 
frequencies are the lowest usable order of  the spectrum which w i l l  satisfy  
radio communication with  vehicles  tr avelin g in  the atmosphere a t 17 times 
the speed of  sound. U n ti l su bst an tia lly  more research and development has 
been accomplished in  th is  f ie ld , however, i t  is  not possible to se t fo rt h 
the en ti re  space radlocomnunication needs fo r the ae rona ut ical  mobile 
service s.

2.2 On the othe r hand, dur ing the e a r li e r  stages of ae rona ut ical 
evolut ion toward space operation s, space radlocommunicetlon techniques 
w ill  be fequlred . That is  to say, a ir c ra ft  opera ting a t speeds of  2 -  7 
times the speed of sound and at a lt it ud es beyond 80 -  100 thousand fe e t 
w ill  probably re qu ire a constant communication li n k  with  ground st ations. 
Flig hts  of  th is  nature can be co nt ro lle d by a computer and automatic data 
communications throughout the en ti re  f l ig h t .  Since constant radiocomuuni- 
cetions of  th is  type would be Inco mpatib le with  the present avia tion 
system of common user frequency deployment, addit io nal spectrum space is  
requ ire d.  Ac cording ly,  the U.S. proposes to pro vide fo r aerona ut ical 
mobile (R) se rvice opera tion in  the bend 1540-1660 Mc/s on a shared bas is 
with  radion av igat ion fo r th is  mode of  ae ro na ut ical  communications.
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3. BROADCASTING -  "Broadcasting" aa the te rn  la  used in  the  Radio 
Regulat ions  means transmissions intended fo r d ir ec t rec eption by the 
general  pub lic . I t  is  probable th at communication s a te ll it e s  w il l  be used 
to re lay au ra l and te le vis io n broadcast programs. However, the likelih ood 
th at  the general  pu bl ic  w il l be rece iv ing such transmissions d ir ec tl y  from 
s a te ll it e s  in  the near future  seems remote. Sp ec ial  rece iv ing stat ions  on 
the earth's  sur face  may be estab lished to re lay programs over conventional 
communications systems to the broadcasting stat ions  which already serve the 
general  public . The re laying  of  broadcast programs by means of  s a te ll it e s  
would not  be an opera tion in  the broadcast ing  se rv ice.

4.  METEOROLOGICAL -  A "u nive rsal" meteo rolog ica l s a te ll it e  has been 
the sub ject of In te rn ational study in  the World Mete orolo gic al Organization 
(WMO). The United  State s has part ic ip ate d in  th is  planning and is  a n t ic i­
pating the ultim at e use of  meteorologica l s a te ll it e s  on an op erat iona l basis .

4.1 TWo types of s a te ll it e s  are under co ns ide rat ion  fo r the opera­
tional meteorologica l s a te ll it e  system -  po lar or qu as i-p olar  orb it in g  
s a te ll it e s  and the so -c al led synchronous orb it in g  s a te ll it e s . Three types 
of  transm issions are  planned with  each of these systems:

A. From Command Data Ac qu is ition  sta tion (CDA) to the 
s a te ll it e (s )  during per iods when the s a te ll it e  is  
w ithin  lln e -o f- s ig h t of  the CDA sta tion .

b. From the s a te ll it e  to the CDA sta tion on command dur ing 
the time the s a te ll it e  is w ith in  li n e -o f- s ig h t of  the 
CDA sta tion.

C. Continuous transmission from the s a te ll it e .

4.2 Several  frequency channels w ith va rio us  bandwidths w il l  be needed 
to meet these requirements,  as fo llo ws:

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 kc /s bandwidth each w il l  be, required fo r
d ig it a l and slowed down vide o transmission from the s a te ll it e  to the ground. 
I t  is  proposed to  satis fy  th is  requirement in  the band 137-138 Mc/_s. These 
tran sm itters w i l l  have up to a possible maximum of SO watts power output and 
may operate continuously or on command.

4 .2 .3  Four channels of 5 Mc/s bandwidth each (includes guard band)
w il l  be req uired  fo r broad-band video transmission from the s a te ll it e  to 
the ground. Power output of  these tra ns m itt er s w i l l  be up to a possible 
maximum of 50 wat ts , and in i t ia l ly  w i l l  operate  only  on command and in  
the v ic in it y  of  the CDA st at ions . The bands 1660-1670 and 1690-1700 Mc/s 
are  proposed fo r the satisfa ction of  th is  requirement .
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4 .2 .4  A 100 Mc/s band i s  requ ire d for  s a t e l l i t e  wea ther rad ar.  I t  i s  
proposed that  th is  require men t for su itab le  preci p it a ti on  dete ct io n , be met 
in  the  ra dio lo ca tion band 9 .8 -1 0 .0  Gc /s in  the manner in dic at ed  in  para­
graph 8.

4 .2 .5  A channel  of  app rox imate ly 100 Mc/s bandwidth i s  requ ire d to  
transm it a larg e volume of high  re so lu ti on  pic tu re  dat a from the  s a t e l l i t e  
to  the  CDA st ati on  on each orb it a l pa ss . I t  i s  proposed th at  th is  re qu ire­
ment be met in  the  band 7 .2 -7 .6 5  Gc /s in  the manner in dic at ed  in  paragraph 8.

4 .2 .6  One channel  o f 100 Mc/s bandwidth i s  req uired for cloud de te ct io n  
rad ar.  These pu lse d rad ars  w il l have power outpu t as  hig h as  100 kW peak 
power and ope rate throughout the orb it . I t  i s  proposed that  th is  re qu ire­
ment be met in  the  band 33 .4 -3 6 .0  Gc/s.

5.  NAVIGATION - At such time as  the re i s  ava ilab le  an op er at iona l 
spa ce s a t e l l i t e  na vi ga tion al  aid o f widespread In te res t to  avia ti on  and 
sh ip pi ng , app rop ria te freq uency a ll o ca ti o n  pr ov is io n for such a navig a­
ti ona l system may be de riv ed  from bands availab le  to  the  radion av igat ion 
se rv ic e . The ro le s of the  In te rn at io na l C iv il  Aviat ion Or gan ization (ICAO) 
and the  Inter-gov ern menta l Marit ime Con su lta tiv e Or ganizatio n (IMCO) wi th  
re sp ec t to  such ai ds  are  re co gn ized  in  th is  reg ard .

6.  SPACE RESEARCH - The expe rien ce  of the U .S .A ., to  da te , wi th  the 
"space research"  bands a llocate d  a t the  1959 OARC a t  Geneva,  toge ther  wi th  
pr es en t planning est im ate s,  in d ic ate  th ese shou ld be augmented. At th is  
w ri ting (Ap ril 1961) there have been 54 ea rth s a t e l l i t e s  lau nch ed,  a l l  with 
tr an sm itters  on board. There has never been any re po rt  of  in te rf er en ce  to 
oth er  se rv ic es  from the  space se rv ic e althou gh the  spa ce v eh ic le s have 
expe rie nc ed  In terf er en ce  from th es e oth er se rv ic es.  Conse quently , the
(J.S.A . su gg es ts  more pr ot ec tion  to  the spac e bands as  w el l as  some dele ti ons 
and aug mentation s. Command freq ue nc ies are ment ioned  fo r the  f i r s t  tim e, 
and th es e can be accommodated on an area b a sis , but should be noted in  the 
ta b le . Pr ese nt use o f the  1959 OARC space  re sear ch  bands i s  summarized 
in  Appendix 1. Recommendations for th ei r augm entation are  se t  fo rt h in  
Appendix 2.

7. COMMUNICATION SATELLITES - The es ta bl ishm en t of  frequency a l lo ­
ca tions for  communicat ion s a t e l l i t e s  re qu ires  ev al uat io n o f va riou s typ es 
of inform ation . The pr in ci pal  fa ct ors  to be co ns idered  can be grouped 
under the fo llo win g main head ings :

e. Radio wave pro pagation ch ara cte r is ti c s.
b.  st a te  of the  art.
c . Amount of  spectrum space requ ire d.
d. F ea s ib il it y  of sh ar ing.
e . Sel ec ti on  of bands.
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7.1 The co nc lu sion s which can ba drawn afte. r ev al uat io n of the se  
fi v e  fa ct ors  are  no t In a l l  re sp ec t mutually co n si st en t.  For exam ple, 
analy si s of  some of  the  paramete rs Involved  w il l lead  to  a co nc lusio n 
th at  the  a ll oca ti on  fo r conm unlcatlon  s a t e l l i t e s  Bhould be es ta bli sh ed  
In one pa rt  of  the  spec trum , whi le  analy si s o f othe r parameters w il l  
In di ca te  a need for a qu ite  d if fe ren t pa rt  o f the  spectrum . The fo llow ­
in g paragraphs sum up pre se nt ly  av ai la ble  inform ation  on each  of the fa cto rs 
which appear to be re le vant.

7 .2  RADIO WAVE PROPAGATION CHARACTERISTICS - Radio wave pro pag ation  
data now availab le  In di ca te  there are ae ve ra l "windows" In d if fe ren t pa rts 
of the ra dio spectrum through which ra dio si g n a ls  may be tran sm itted  from 
the  su rfa ce  of  the  ea rth to poi nts  ou ts id e the  earth 's  atmosphere, and 
v ic e  ve rs a.  The most s ig n if ic a n t of  these "windows" from the  stan dp oint
of the pr esen t st a te  o f deve lopment of  the  ra di o art and the  li m it a ti on s 
pr es en tly imposed by space tech no logy , app ears to  l i e  roughly  between  
100 Mc/s and 20 G c/ s.  Appendix 3 co ntains  20 cu rves dep ic ting the  va riou s 
re leva nt  parameters and th ei r vari ati ons under d if fe re n t st ate d co ndit io ns.  
I t  i s  apparent from ev al uat io n of th is  Appendix th at  w ithin  the general 
range of fr eq ue nc ies between about 100 Mc/s and 20 Gc /s there are  va ry ing 
degrees  of  at te nua tion  a ff ec ti n g  ra dio si g n a ls  tran sm itt ed  from the 
eart h 's  surfac e to a s a t e l l i t e  in  space,  or v ic e  ver sa . The ch oice  of  
frequency bands w ithi n the  broad area repr esen ted by the  "window** between 
and about 100 Mc/s  and 20 Gc/s must nec es sa ri ly  take in to  acc oun t co ns id er a­
ti ons oth er than the  ab so rp tio n and at te nua tion  fa cto rs se t fo rt h in  
Appendix 3.  Co ns ideration  of bendwidth and s ta te  o f the  art  in dic ate  the 
d esir a b il it y  o f employing bands above 4 G c/ s.  S a t e l l i t e - t o - s a t e l l i t e  
re la yi ng  can be performed above 20 Gc /s wi thou t in te rf er en ce  to or from 
earthbound ra dio se rv ic es.

7 .3  STATE OF THE ART -  Pr ov isi on  of  spectrum spa ce by the  ITU fo r-  
communication s a t e l l i t e s ,  when e ff ec te d , should  serv e to  guide Adminis ­
tr ati ons for some ye ar s to  come. I t  th er efor e appears ne cessary to  take  
in to  acc oun t both  the  pr es en t st a te  of the ra di o art and the  an tici pat ed  
developments for the  ne xt  se ve ra l ye ar s.  From avail ab le  infor ma tion i t  
would appear that  the  pr es en t st a te  of  the  art lend s i t s e l f  to  the  inaug­
ur at ion of the conm unlc atlon s a t e l l i t e  space se rv ic e  on ly in  tho se fr e ­
quency bands below about 10 G c/ s.  This i s  becau se the  availab le  re ce iv er  
inp ut power, wi th practi ca l sys tem s which can be b u il t  a t the  pr esen t 
tim e, w il l not overcome the  va riou s absorp tio n and at te nua tion  fa ct ors  
su ff ic ie n tly  to  provide co nt inuo us , r e li a b le  comm unication , under pra ct ic al 
op er at ing co ndit io ns,  a t  fr eq ue nc ies much above 10 Gc/s.  This si tu ati on  
may be seen from Figu res 17 through 20 in  Appendix 3,  when accoun t i s  taken 
of the fa ct th at  s a t e l l i t e  powers of  the  order of only a few wa tts  are  
pr es en tly ava il ab le . The in te nsi ve  resear ch  and deve lopment programs now 
under way w i l l ,  however, lead  to  va riou s improvements in  the  st a te  of  the 
a r t,  in clud in g much gr ea te r s a t e l l i t e  tr an sm itter power and sup porting 
energy sources th er ef or,  and i t  may be expecte d th at  fr eq ue nc ies up to 
about 16 Gc /s may become us ab le  fo r practi cal s a t e l l i t e  sys tem s.
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7.4  AMOUNT OF SPECTRUM SPACE REQUIRED - An appreciation of  tha amount 
of  spectrum space required for al lo ca tion  to cocsnunlcation sa te ll it e  systems 
of the future req uires taking  in to  account  the pre sen t and foresee ab le 
ca pa ci tie s of other coamunlcation systems and the an tic ipated  growth and 
demand for se rv ic e,  at  leaa t un ti l about 1970. The ex is ting systems incl ude 
transoce anic  ca bl es , conventio nal microwave rad io re lay  systems , troposph eric  
scat ter systems, iono spheric  scat ter systems, land line c ir cu it s and high- 
frequency fix ed  rad io c ir cu it s.

7.4. 1 The requirements of the peoples  of  tha world to communicate are 
not su scep tib le  to exa ct mathematical pr ed ict ion.  It  has been we ll es ta b­
lis he d over the ye ar s, however, tha t give n a new coaasunlcatioo fa c il it y , 
the requirements to use i t  are seldom lac kin g. I f a large number of  new 
int erna tio na l coamunlcation fa c il it ie s  of any type could be made av ai la bl e 
at  once , there  la  l i t t l e  doubt that they would soon be in regular  use .

7. 4. 2 ■ An Important con sidera tion is  tha t tha fin an cial  co st s invo lved  
in building  and launching coamunlcation sa te ll it e s  are such that a large 
number of  communication channels w il l have to be provided i f  the sa te ll it a s  
are to prove economically fe asi ble .

7.4. 3 Compared with  conventional communication tech niques , a re la ti vel y  
small number of  communication sa te ll it e  channels can presently be derived 
from a given  amount of  spectrum space . This is  due to modulation techniques 
presently employed which are chosen because of  the re la ti vel y low orders of 
power presently re al lxea bl e in sa te ll it e  tra nsmitters. As advances in the 
st at e of  the ar t are made i t  can be expec ted tha t the number of  actual 
communication sa te ll it e  channels  that  can be derived from a given  amount
of  spectrum space w il l progres siv ely  increase . Ne verth ele ss,  the ef fi ci en cy  
(rat io  of  in te ll ig en ce  bandwidth to radio frequency bandwidth), at  the 
present time, i s  of  the order of 10-151 . This consi deration is  in fl uen ti al 
in  est imate s of  the amount of spectrum space to be al loca ted in it ia ll y  
for coamunlcation sa te ll it e s . Moreover, the expec ted increase in  channel 
ef fi ci en cy  should serve  to off se t future growth requirements as conmunlca- 
tio n s a te ll it e  use s expand and the demands placed on them inc rease. A fur ­
ther consi deration is  that the av ai lable channels in a given  sa te ll it e  must, 
in e ff e c t,  be divi ded  among the var ious (ea rth ) s a te ll it e  terminal st at io ns 
in  simultaneous coamunlcation with  tha t sa te ll it e .

7.5  FEASIBILITY OF SHARING - On the ba sis  of  Information curren tly  
av ai la bl e,  there is  l i t t l e  doubt that i t  is  fe as ib le  for a communication 
sa te ll it e  space serv ice to share frequency bands with fix ed  and mobile 
serv ices  to which thes e bands are now al lo ca te d,  provided reasonable  
engineering  care is  exercis ed  by each of the sharing se rv ic es . Because
of  the low transm itting power ca pa bi lit y of  sa te ll it e s  expected to be used 
during the next sev eral years, i t  appears necessa ry to employ wideband 
modulation techn iques on board the s a te ll it e s  to Improve the si gn al -t o-  
nolse  ra tios  to a usable le ve l at  tha earth re ce iv ing term inal , even when 
using high gain antennas and parametric or maser am pli fier techniqu es. As a 
re su lt , the sa te ll it e s ' sign al s at  the ea rt h' s surface w il l not be det ec t­
able  by re ce iver s in  the fix ed  and mobile  se rv ic es . S ate ll it e- to -e art h

710.16 0—61----- 12
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s ig n a l*  ca n th u s ba  d is co u n ta d  aa  p o t e n t ia l  in t e r fe r e n c e  s o u r c e s  fo r  s e v e r a l  
y e a r s  Co co m a,  d e s p i t e  p rob alb e im pro ve m en ts  in  both  m icro wav e and s a t a i l i t *  
te c h n iq u e * , w it h in  r e a so n a b le  l im i t * .  C o n v e r se ly , th e  l ik e l ih o o d  o f  harm­
fu l in t e r fe r e n c e  to  th e r e c a p t io n  on  bo ar d s a t e l l i t e s  w hic h  m ig ht be  ca u sed  
by t a r r * « t la l  f ix e d  and  m ob il e  s t a t io n s  a l s o  ap p ea rs to  be  n e g l i g i b l e .  ' The  
pr ob le m  rem ain in g  them be co mes  on e o f  p r e v e n t in g  m utu al  in t e r fe r e n c e  be tw ee n 
th e  r e c e iv in g  and tr a n s m it t in g  e a r th  te r m in a ls  o f  th e  epace  syst em  and 
s t a t io n s  o f  th e s e r v ic e s  w it h  w hic h  sh a r in g  i s  d e s ir e d . F a c to r s  to  be c o n ­
s id e r e d  in  p r e v e n ti n g  t h i s  in t e r fe r e n c e  a r e :  g e o g r a p h ic a l s e p a r a t io n , 
minimum p e r m is s ib le  an te nna e le v a t io n  a n g le s  fo r  e a r th  te r m in a ls , t r a n s ­
m it te r  >pow ers , ante n na o r ie n t a t io n ,  lo c a l  t e r r a i n ,  and r e c e iv e r  n o is e  
f ig u r e s .  How ev er , m o b il e  req u ir em en ts  are  fo r e se e n "  w hic h  d i c t a t e  th e  need  
fo r  m in im i a l l o c a t io n  p r o v is io n s  on  an  e x c lu s iv e  b a s i s .

7 .5 .1  Sh arin g  c r i t e r i a  a p p li c a b le  to  th e  ab ov e pr ob le m  e r a  c u r r e n t ly
un de r st udy  in  U .S . CCIR St ud y Group IV . B as ed  on  In fo rm a ti o n  c u r r e n t ly  
un de r dev elo pm ent fo r  in tr o d u c t io n  in t o  th a t  St ud y Gr ou p,  i t  ap p ea rs th a t  
75 th ll e s  s e p a r a t io n  be tw ee n e a r th  s t a t io n s  w i l l  p r o v id e  ad eq u ate  p r o te c t io n  
fro m m utu al  in t e r f e r e n c e .  T h is  ass um es  th a t  e a r th  s t a t io n  an te n n as w i l l  
n o t ba d ep r e sse d  bel ow  7^ ° and a m a n  po we r o f  1 kw in t o  th e  e a r th  s t a t io n  
an te n n a . 'T h is  a l s o  a s su m e  a  sm oo th  e a r th  c o n d it io n ,  and th a t  th e  an te n n as  
are  se p a r a te d  in  a s ia u th  by a t  l e a s t  1 0 ° .  The  s e p a r a t io n  c r i t e r i a ,  o f  
c o u r se , w i l l  vary  w it h  po wer s and to ppgra phy.

7 .6  SELECTION OF BANDS -  The U .S .A .,  e s t im a te s  th a t  a t o t a l  o f  abou t
30 00  M c/ s - o f  sp ec tr um  sp ace  sh ou ld  be. .a l lo c a t e d  a t  t h i s  tim e to  m e t  f o r e ­
s e e a b le  req u ir e m e n ts  u n t i l  abou t 1970 . Bet wee n 37 00 and 84 00  M c /s , th e  
e x i s t in g  f ix e d  and m o b il e  sp a ce  s h o u ld .b a  d e s ig n a te d  in  th e  T able  o f  F r e ­
qu en cy  A ll o c a t io n *  a s  fo ll o w s :

3 .7 -4 * 2 G c/s COMMUNICATION SATELLITE SPACE (S pac e s t a t io n s )
FIXED
MOBILE

5 .9 2 5 -6 .4 2 5  G c /s COMMUNICATION SATELLITE SPACE (E arth  s t a t io n s )
FIXED
MOBILE

6 .4 2 5 - 7 .2  C c /s COMMUNICATION SATELLITE SPACE (E art h  and
FIXED
MOBILE

Sp ac e s t a t i o n s )

7 .2 - 7 .6 5  G c/s

7 .6 5 -7 * 7  : 1 G c/s

COMMUNICATION SATELLITE SPACE (S pac e s t a t io n s )  
FIXED
METEOBOLOGICAL SATELLITE SPACE (1 00 M c/s ) 
M obil e

COMMUNICATION SATELLITE SPACE (S pac e s t a t i o n s )
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7.7-7-9 Gc/s COMMUNICATION SATELLITE 
FIXED 
MOBILE

7.9-6-35 Gc/s COMMUNICATION SATEIJ.TTE 
FIXED 
MOBILE

8.35-0.^ Gc/s COMMUNICATION SATELLITE

SPACE (Earth and
Space stations)

SPACE (Earth stations)

SPACE (Earth stations)

This arrangement of bands provides:

a) A total of 1000 Mc/s for satellite-to-earth transmissions of 
which 50 Mc/s (7.65-7.7 Gc/s) 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.U Gc/s) is exclusively for that purpose, 
and the remaining 950 Mc/s shared with the fixed and mobile 
services.

c) 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.U25-7-2 and 7.7-7-9 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,

c. Augment the Space and Earth-Space (space research) bands 
contained in the Geneva Radio Regulations, and

d. Provide frequency allocations in the immediate future for 
the reliable exchange, via communication 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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BAUD .(M c/ s) AIWCAXXOB FOOTNOTES

1 36-1 37 SPACE RESEARCH

137 -1 3 8 METEOROLOGICAL 
SATELLITE SPACE

SPACE RESEARCH
SPACE (tr a c k in g )

. .. _ -r  lr - - • -- - • ..  . ___ ,
1 3 6 - l U FIXED

MOBILE
R e d lo lo o a t lo c *

Th e fr e q u e n c ie s  1 4 4 .0  an d ll < 6 .0  M c /s , w it h  
a  maximum b andw id th  o f  20  k c / s ,  may b e u se d  

. f o r  s a t e l l i t e  ecem an d p u rp oses  s u b j e c t  t o  
agre em en t b et w ee n  a d m in is tr a t io n s  con cern ed  
an d t h o s e  w ho se  s e r v i c e s ,  o p e r a t in g  in  
acco rd a n ce  w it h  th e  T a b le , may be a f f e c t e d .

1 44 -1 48 AMATEUR

1 4 8 -1 7 4 FIXED
MOBILE 28 7**

HOO-UOI METBOH3LIGICAL A U S  
SPACE RESEARCH

4o 6-4ao FIXED
MOBIUS e x c e p t  a e r o ­

n a u t i c a l  m ob il e

UaO-k5O BADIOLOCATIOH
Am ateur

1 The f r e q u e n c ie s  >420 ,0 an d U5 9.O  M c /s , w it h  
i a  maximum b andw id th  o f  25  k c / s ,  may  b e  u se d  
1 f o r  s a t e l l i t e  c  remand p u rp o ses  s u b j e c t  t o  
1 agre em en t b etw een  a d m in is tr a t io n s  con ce rn ed  
' an d th o s e  w ho se  s e r v i c e s ,o p e r a t in g  in  
j a cco rd a n ce  w it h  th e  T a b le , may b e a f f e c t e d .

! 31 7**

4 5 0 -4 7 0  FIXED 
MOBILE

ll « r - 1 5 2 5  ' FIXED
MOBILE

’ . I " ’ - . ' •

1 5 25 -1 540 SPACE j. In  t b s  ha nd  1525-1 535  M c /s , t e le m e tr y  o n ly ;  
1 i n  th a  ha nd  15 35 rW 4O  M c /s , command o n ly .

*  P e rm it te d  s e r v i c e .
« *  F o o tn o te  a s  c o n ta in e d  in  Oe ne va  R adio  R e g u la t io n s .



INDEPENDENT OFFICES APPROPRIATIONS,  19 62

BAWD (Mc/ b ) ALLOCATION FOOWOMS

179

1 5 ^ -1 6 6 0  AERONAUTICAL MOBILE (R)  The use  o f  th e bond I5I4O-I66O M c/s  by  tb s  
AERONAUTICAL RAMONAVI- a ero n a u ti c a l n o b ll e  (R) s e r v ic e  i s  H a lt e d  

GATT ON , tp  r a d lo c o i iu i l c a t I imis a lo n g  c i v i l  route s
; fo r  f l i g h t s  u t i l i s i n g  sp ace  rad lo - 
| caM u n ic ati on  te chn iq ues and  which  nay be 
1 operati ng  In  th e  sp ac e en v lr ooaen t.

In  th e  band 16 00 -1 66 0 Mc /s th e  a e ro n a u ti ca l
| r a d lo n av ig a ti ao  se r v ic e  w i l l  be  p ro te cte d  
, fros t harm ful In te rfe ren ce  from th e a e re -  
j n a u ti c a l n o b ll e  (R) s e r v ic e  fo r  an un­

s p e c if ie d  p erio d  o f t in s .

j3* l«*

16 60 -1 67 0 METEOROLOGICAL
SATELLITE SPACE I

_______________ Radio  _J
16 70 -1 69 0 METEOROLOGICAL AIDS *  !

(R ad iosond e)

16 90 -1 70 0 'METEOROLOGICAL
SATELLITE SPACE

The radio  estronomy sMrs i ce Is  author­
ise d to use the band 1M4.4-166S. 4 Kc/a. 
The radio  astronomy serv ice  sh el l be 
protected froa harmful inter fer ence  
from serv ices  operating  In other bends 
only to the exten t that  these serv ices  
are protected from each other.

17 00 -1 71 0 SPACE RESEARCH

17 10 -2 29 0 FIXED The band 21 10 -2 12 0 N e /s  aa y  be  w e d 'f o r
MOBILE j co aaand o f  sp a cecra ft  engaged In  deep

I sp ac e rese arch , s u b je c t to  ag reem ent 
{betwe en  ad m in is tr a ti on s co nc er ne d and  
th o se  whose s e r v ic e s , operati ng  In  

t ac co rd an ce  w it h  th e TMOe, sa y  be  a f f e c te d .

22 90 -2 30 0 SPACE RESEARCH For de ep  sp ac e res earc h  o n ly .

Foo tn ote  a s co nta in ed  in  Geneva Radio  R egu la ti on s,  bat w it h  th e  U n i t e  
o f  th e  ap pro pri ate  band sl anged  to  re ad : 15 40 -1 66 0 M e/a .
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BAND (Gc/s) ALLOCATION footno tes

3.7-U.2 CO MU NI  CATION 
SATELLITE SPACE

FIXED
MOBILE

Fdr transmission only by ccnmunica- 
tion satellite stations whose field 
Strength at the earth's surface is 
below that detectable by receivers 
in the fixed and mobile services.

5.925-6.*25 COMMUNICATION 
SATELLITE SPACE

FIXED
MOBILE

For transmission only by earth sta­
tions, subject to agreement between 
administrations affected.

6'. 2̂5-t.2' COMMUNICATION 
SATELLITE SPACE

FIXED
MOBILE

7.2-7.65 COMMUNICATION 
SATELLITE SPACE

FIXED
METEOROLOGICAL 

SATELLITE SPACE
MOBILE

‘• f

Transmission by earth stations in this 
band is subject to agreement between 
administrations affected. When used 
for communication satellite stations, 
the field strength at the earth's 
surface shall be below that detectable 
by receivers in the fixed and mobile 
services.
The band 7.12-7.13 Gc/s may be used 
for cornnand of spacecraft subject to 
agreement between administrations 
affected.

For transmission only by ccnmunica- 
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 1 share 100 Mc/s of this band.

7.65-7.7

7.7-7-9

COMMUNICATION 
SATELLITE SPACE

COMMUNICATION 
SATELLITE SPACE

fix ed
MOBILE

For transmission only by communication 
satellite stations.
Transmission by earth stations in 
this band is subject to agreement 
between the administrations affected.

When used for com unication satellite 
stations, the field strength at the 
earth's surface shall be below that 
detectable by receivers in the fixed 
and mobile services.
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BAND (O c /s )  ALLOCATION

T -9 - 8 .3 5  COMUNICATION
SATELLITE SPACE ' 

FIXED
MOBILE

FOOTNOTES

F o r  t r a n s m is s i o n  o n ly  b y  e a r t h  s t a ­
t i o n s  a n d  s u b j e c t  t o  ag re e m e n t 
b e tw een  a d m i n i s t r a t i o n s  a f f e c t e d .

8.35-8A ccmc nica tion
SA TE LL IT E SPAC E

F o r  t r a n s m is s i o n  o n ly  b y  e a r t h  s t a ­
t i o n s .

T t - 8 . 5 SPACE RESEARCH

9 .0 - 1 0 .0  RADIOLOCATION Th e b an d  9 .9 - 1 0 .0  G c /s  ma y b e  u s e d  
f o r  s a t e l l i t e  w e a th e r  r a d a r  f o r  
p r e c i p i t a t i o n  d e t e c t i o n .

1 5 .1 5 -1 5 •2 5  SPACE RESEARCH

3 1 .5 - 3 1 .8  SPACE RESEARCH

-  33  i ~  WffiTOLOCATION " S a t e l l i t e  w e a th e r  r a d a r s  T o r  cI3 tt d  
d e t e c t i o n  s h a r e  100 M c/s  o f  t h i s  b and
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9- Certa in proposed consequen tial  changes to  the  Geneva Radio
Regula tions are  indic ate d in  Appendix U.

10. These pre lim ina ry views of the  U.S.A. ar e pu t fo rth a t th is
time fo r informal dis cussion in  the hope th at such dis cu ssi on s, tog eth er 
with ad di tio na l expe rience and subsequent developments in  the  st at e of 
the  a r t,  w il l lea d to  firm  conclusions which can become the  ba si s of 
ac tio n in  whatever admi nis tra tiv e rad io confe rence  tak es up the  question 
re fe rre d to  in  Recommendation No. 36 of the  1959 OARC, Geneva.
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APPENDIX 3

TECHNICAL FACTORS INFLUENCING THE SELECTION 
OP FREQUENCIES FOR SPACE COMMUNICATIONS

Adequate si gnal to  nois e ra ti o  i s  a major fa ct or in  the  s a t is ­
fa ctor y op er at ion  of  any communication sys tem . In th is  appendix 
av ai la ble  sign al  to  no ise ra ti o  i s  assumed to  be su it ab le  c r it e r ia  
fo r se le cti n g  freq ue nc ies fo r space  communication. Fa ctor s in fl u ­
encing the  upper frequenc y li m it  in  the  range 1000 Me/s to  40 Gc/s 
are  emphasized. Transmiss ion s are assumed to  be from the  s a t e l l i t e  
to  the ea rth term in al . However, pro pag ation may be assumed to  be 
re cipr oc al  and the availab le  si gnals  shown w il l  app ly to  tran sm iss ion  
in  ei th er  d ir ecti on .

Three major fa cto rs in flue nc e the ava il ab le  si gnal to  no is e 
rati o  in  a space communication: (1) The si gnal power availab le  
under fr ee  spac e propa gat ion  co nd it io ns  (2 ) The ab so rp tio n in  the  
atmosphere and (3 ) The ra di o no ise le v e l.

Free Space Si gn al s:

Fig ure 1 i ll u s tr a te s  th e frequency dependence  o f availab le  
power at  the re ce iv er  when is otr opic  antenn as are used a t both the  
tr an sm itt ing and re ce iv in g term in al s.  Note the availab le  power 
de crea ses as  freq uen cy In cr ea se s.

Fig ure 2 shows how antenna ga in  in cr ea se s as  e it h er  antenna 
ph ys ical  s iz e  or op er at ing frequency is  in cr ea se d.  I f a d ir ecti ve  
antenna i s  used at e it h er  the  tran sm itt in g or rec ei v in g terminal  
or bo th , the  ga in  from th is  cha rt may be combined w ith the va lu es  
of  Figure  1 to  es tim at e availab le  si gn al  power when d ir ecti ve  
antenn as are  used .

Fig ure  3 i ll u s tr a te s  the  de crease in  antenna beamwidth as  
op er at ing frequency or antenna si ze  in cr ea se .

Figure  4 i ll u s tr a te s  the  lack of  freque ncy  dependence when a 
d ir ec ti v e  antenna i s  used  at the  earth  term inal  and an is otr opic  
antenna in  the s a t e l l i t e .  Note th at  avail ab le  power in cr ea se s with 
antenna ph ys ical  si z e  but  that  the  an tenn a's beamwidth becomes 
in cr ea sing ly  narrow.

Fig ure  S i s  a po rt ion of  Figure  4 il lu s tr a t in g  th at  av ailable  
sign al  remains  co ns tant  to  the  higher  fr eq ue nc ies i f  a b il it y  to  use  
narrow beamwidth imp roves. The chart assum es ph ys ical  si ze  of the  
antenna i s  lim it ed .
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Fig ur e 6 is  als o  a po rt io n of  Fig ure  4 , Il lu s tr a tin g  th at  In cr ea s­in g the ph ys ic al  si ze  o f the antenna o ff e rs an adva ntag e only at the lower fre qu en cie s I f  op er at io na l or other requ irem ents  esta b li sh  a minimum beamwidth.

Fig ur e 7 I ll u s tr a te s  the frequency dependence o f ava il able  si gn al  power I f  d ir e ct iv e  antennas are used at both  te rm in al s.Mote th at  av ail able  power in cr ea se s wit h fre qu en cy.

Fig ure  8 i ll u s tr a te s  the le v eli n g  o ff  o f a vail ab le  si gn al  power a t lower and lower fre qu en cie s as ph ys ical  si ze  o f the ea rth term inal  antenna In cr ea se s with  an op er ationa l or oth er li m it a ti o n  o f antenna  beamwidth.

Fig ur e 9 I ll u s tr a te s  th at  ava ilab le  si gn al  power le v e ls  o ff  a t hig he r and hig her fre qu en cie s as op er ationa l or oth er fa ct ors  decre ase  the req uir ed or avail ab le  beamwidth fo r an anten na of  fi xe d  ph ys ical  s iz e .

Fig ure  10 I ll u s tr a te s  th at  a plate au  in  the freq uen cy range dev elops i f  both ter mi na ls have maximum antenn a si ze  and minimum antenn a beamwidth' li m it a ti o n s. Mote th at  fo r fi xe d  minimum beam- wid th li m it ati o n s the plat ea u s h if ts  to lower freq ue nc ie s as antenna  si ze s in cr ea se . Antenna si ze s and beamwldths may he se le ct ed  to narrow the pl atea u u n ti l ava il ab le  si gn al  power is  maximum a t a d is cr et e fre qu ency.

Fig ur e 11 il lu s tr a te s  s h ift  of  the pl atea u to the hig he r fr e ­que nci es i f  antenna  ph ys ic al  si ze s are fixe d  and beamwidth li m it a ­tion s are redu ced.

SlfcMal Absor ption in  The Atmosphere:

Fig ure  12 is  a nomogram to estim ate  atmosph eric  ab sorp tio n of  the si gn al  as a fu nc ti on  of fre qu ency,  termin al el eva ti on and v e r ti c a l re ce pt ion an gl e.  The nomogram is  based on th eo re ti ca l ab so rp tio n in  an atmosphere ty p ic a l o f Washin gton , D. C . in  Augus t. Va lue s from th is  ch ar t can be combined wi th ch ar t 1 and ch ar ts  4 throu gh 11 to es tim ate a vail ab le  si gn al  power in  the abse nce of  r a in f a l l . Ad di tio na l th eo re ti ca l and exp erime nta l work are  nec ess ary  to more com ple tely  determin e atm ospheric ab so rp tio n.  This ch ar t i s  a f i r s t  app rox ima tion .

Fig ure  13 is  a nomogram to estim ate  si gn al  ab so rp tio n due to r a in f a l l . These va lu es  shou ld be added to those of  Fig ur e 12 to es tim ate to ta l ab so rp tio n du rin g r a in fa ll . The to ta l ab so rp tio n may be fu rt he r combined wi th  the fre e space  a vail ab le  si gn al  power from ch ar t 1 and ch ar ts  4 through 11 to es tim ate ava il ab le  si gn al  dur ing  r a in fa ll . Es tim at io n o f ab sorpt ion  due to r a in fa ll  is  com plic ate d by v a ria ti o n  of  drop si ze  d is tr ib u ti o n s fo r the same r a in fa ll  ra te  and by turbu len ce which may produce a d if fe r e n t water
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content In the ai r than ind icated by aurface measurements. Figure 
13 ap pl ies  to a typ ica l drop si ze  dis tr ib ut io n in  steady ra in fa ll . 

Ve rtical  Angle to a "Stationary" Equatorial S a te ll it e

Figure 14 la  a diagram of ver ti ca l rec eptio n an gles , measured above the 
ground, to an equ ato ria l stat ionary  s a te ll it e  at  105s  west longitude.

RADIO NOISE;

Figure 15 is  a nomogram to est imate  no ise  power at  the rece iver .
If  ef fe cti ve antenna temperature is  known enter  with th is  temperature 
and bandwidth. I f e ff ecti ve temperature is  not known i t  can be e s t i ­
mated from frequency and ve rt ic al rec eptio n ang le in  the le f t  hand 
portion of  the nomogram.

Signal to Noise Rat ios:

Figure 16 combines the data of  the prev ious  cha rts  to il lu st ra te  
the frequency dependance of  av ai lable sign al s and noise  in a simple 
sa te ll it e  system, The or bi t is  1000 kilometer s from the earth , the . 
earth  terminal has a sea le ve l lo ca tion , the sa te ll it e  has an iso tro piq 
antenna, the antenna at  the earth terminal is  lim ite d to 20 meters in 
diameter and the minimum beamwidth is  0.2 deg rees. Note the avail ab le 
sig na l st ar ts  to decrease between 5 and 6 Gc/s  at  a ll  ve rt ic al  ang les 
and at  the lower ver ti ca l angles st art s to decrease at even lower 
freq uencies  during heavy ra in fa ll . The same general shape of  the curve 
holds  for a broad fix ed  beamwidth antenna on the sa te ll it e , e .g . 20 degree 
beamwidth for antennas one meter in diameter or lar ger. Ava ilab le power 
w il l increa se but frequency dependence is  not al tere d.

Figure 17 Il lu st ra te s avail ab le sig na l to no ise  in  a more sop his ­
tic ated  s a te ll it e  system using high ly direc tive  antennas in a 6000 
kilometer or bi t.  Note tha t adequate sig na l power is  extended to higher 
frequencies  es pec ia lly in  absence of ra in fa ll .

Figure 18 il lu str a te s sl ig htl y  dif fe re nt assumptions than those  
re flec ted in Figure 17.

Figure 19 il lu str a te s avail ab le sig na l power in  an even more 
soph ist ica ted  sa te ll it e  system usin g "sta tion ary" or bi t and extremely  
di re ct ive antennas . Note that av ai lable sig na l power remains ade­
quate at even higher freq uencies  es pec ia lly at  ver ti ca l angles exceeding 
5 degrees .

Figure 20 is  the same as Figure 19 exc ept  the system has been furth er 
Improved by the elev at ion of the earth terminal  and it s  loca tio n in an 
area of  "moderate" ra in fa ll .

Conclusions:

(1) For all -w eathe r un sta bil ize d sa te ll it e  communication system*
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av ai la ble  sig na l co noise w il l  decrease as frequency Is  Increased above 
about 6 Gc/s. The exact  frequency Is  dependent upon maximum antenna 
sls a and minimum beamwldth lim itations a t the ea rth term inal .

(2 ) As systems become more so ph istic ated  through sta bil is ed  
s a te ll it e s  and a b il it y  to  use narrow beam antennas the upper frequency 
li m it  Inc reases.

(3) The upper frequency li m it  may extend to above 15 Gc/s fo r 
soph ist ica ted systems I f  rec eption Is  not requ ire d at very  low angles.

(4 ) Th eo re tic al  disadvantages a t the hig her frequenc ies estimated 
on the bas is of  cl ea r channel opera tion may be o ff set by the increased 
like lih oo d of successful frequency sharing  a t these frequencies since:

(a ) Sharper antenna d ir e c ti v it y  tends to reduce the 
v e rti c a l angle a t which In te rfer en ce  or noise from the 
ea rth w i l l  dominate the sign al from the space vehic le ;

(b)  Sharper antenna d ir e c ti v it y  reduces the degrees in  
aslmuth from which In te rfer en ce  is  l ik e ly ;

(c ) Wider bandwldths availa ble  a t the  higher  frequencies 
perm it "spread spectrum" modulation techniques which 
promise gains In  immunity to in te rfer en ce ;

(d) Atmospheric abs orption  tends to reduce low angle  
in te rf e ri n g  aignals re la ti v e  to the hig her angle  s a te ll it e  
sign als.

71036 0 —61------ 13
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CHART TO ES TI MAT E AT MOS PH ER IC AB SO RP TI ON  AS A 
FU NC TION  OF  TE RM IN AL  ELE VATI ON AN D VE RT IC AL  AN GL E

(A tm osp her e T ypic al Of W as hing to n D. C.  In Aug us t)
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CHART TO  ESTIMAT E AB SO RP TI ON  BY RAIN FA LL

(1) E nte r With F req  And R ain fa ll  Rat e
(2 ) M ar k R efe ren ce  Lin e
(3 ) E nt er  With M ar k And (A)
(4)  Re ad  A bso rp tion

(5 ) E n te r  With M ar k And (H,
(6 ) R ea d A bso rp tion
(7 ) M ult ip ly  Low er  Of (4)  Or (6 )

By V erti ca l Depth Of R ain fa ll

500

a
Wao
W
QlOO

F requency -  G c /s

EXAM PLE: 80  — '
At 12 G c / s  IN 
M odera te . R ai n  
2 KM  In De pth  
Ext en di ng 30 KM 5 0  —  
A bso rp ti on  = 2 DB 
Wh en A = 5*

FIGU RE  13
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APPENDIX 4

Consequential changes to the Radio Regulations

I. BA AMK M 1

Aeronautical Mobile Se rv ice ; (#33 revised)

A mobile serv ice between aer ona utical  st at io ns and air cr aft  or 
aerospacecraft st at io ns,  or between a ir cr aft  st ati on s,  In which 
survival cr af t st at ions  may also  pa rt ic ip at e.

Space Se rv ice: (#70 revis ed )

A serv ice  of  space radio connunlcatlon between earth st at ions  and 
space st at io ns,  or between space st ation s.

Earth-Space Se rv ice: (#71, delet e)

Space Stati on: (#72 revis ed)

A st at io n in the space serv ice  Intended to  be used beyond the 
ea rth' s se ns ib le  atmosphere.

Earth Stati on: (#73 revis ed)

A st at io n In the space serv ice loc ate d ei th er  on the ea rth' s sur­
face , on board a sh ip , an a ir cr aft , or an aerospa cec raf t.

Communication S a te ll it e : (New)

An earth -a ate ll lt e  which Is  in te ntion al ly  used to re fl ec t or 
rela y radlocoonunlca tion  sign als in  the space se rv ice.

Communication S a te ll it e  Space Service:  (New)

A space serv ice using communication sa te ll it e s .

Communication S a te ll it e  St at ion: (New)

A space st at io n in  the conmunlcation sa te ll it e  space serv ice  on 
board a communication sa te ll it e .

S a te ll it e  Terminal St at io n: (New)

An earth st at io n In the comnunlcetion s a te ll it e  space se rv ice.

Aerospac ecraft; (New)

A ve hi cle capable of tra ve lin g both within and beyond the ea rth' s 
sens ib le  atmosphere.
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Meteorolog ical S a te ll it e  Space Se rv ice : (Naw)

A space ser vice  providing for  the one-way transmission of  meteoro­
lo gi ca l information from meteorological  s a te ll it e  st at io ns to ear th 
st at io ns.

Meteoro logical S a te ll it e  Stat ion : (New)

A space stat ion in the meteo rologica l sa te ll it e  se rv ic e.

Space Research Se rv ice : (New)

A space serv ice  providing  for the ac qu is it io n and tran smission 
to earth st ati ons,  or between space st ati ons,  of sc ie n ti fi c  and 
tec hn olog ica l information acquired by or perta ining to earth sa te ll it e s  
or spa cecraft.

II . RR ARTICLE 7

Amend No. 429 to read:

‘Trequenclea in any band al loca ted to the aer onautical mobile (R) 
serv ice are reserved for comiMinications between any air cr af t or 
aer osp acecraft and those aeron autical st at io ns prim arily  concerned 
with  the sa fety  and re gu lari ty  of  fl ig h t along national or in te r­
na tio na l c iv i l air  route s."

Amend No. 430 to read:

"Frequencies in any band al loca ted to the aer ona utical  mobile 
(OR) serv ice are reserved for coomunleations  between any a ir ­
cr af t or aerospacecraft and aeron autical st at io ns other than 
thos e prim arily  concerned with  fl ig h t along national or in te r­
na tio na l c iv i l ai r route s."





[ Pr iva te—Restr icted ]
BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, 

WASHINGTON, D.C., MONDAY, JUNE 5,1961 

Doc ke t No.  14024

In the Mat ter of an Inquiry  Int o the  Admin istr ative and Regulatory Problems Rela ting to the Authoriza tion  of Commercially Operable Space  Communication Sys tem s
The above-entitled ma tte r came on for hearing, pursu ant to notice, at  10 a.m., before  Commissioners Newton N. Minow (Ch airm an) , Rosel H. Hyde, Robert T. Bar tley, Robert  E. Lee, T. A. M. Craven, and Joh n S. Cross, in room 7134, New Post  Office Building.
Appea ran ces :

R.C.A. Communications,  In c. :
Thompson H. Mitchell, preside nt
How ard R. Hawkins, vice president  and genera l att orn ey 
Elmer W. Engstrom, senior executive vice presiden t 
Phi lip F. Siling, d irector , RCA Frequency Division 

Tropical Radio  Telegraph Co.: Rober t V. Howley, president 
Western Union Telegraph Co .:

K. B. Mitchell, vice president, internatio nal  communications  
Samuel M. Barr, vice pres iden t, planning 

American Rocket  Society : Andrew G. Haley, general counsel American Securities  Corp. :
Paul A. Por ter,  counsel 
Samuel  Hoffman 
Carl B. Hess 
Anthony S ima 

General Electric Co.:
Joseph M. Kittner,  counsel 
Herbe rt A. Bergson, counsel
Donald  T. Atkinson, vice president , Communications  Sate llites , Inc. Harold  T. Hokanson, vice pres iden t, Space Communications  Satell ites, Inc.

General Te lephone & Electronics C orp .:
Theodore F. Brophy, vice p res ident and  general  counsel 
Dr. He rbe rt T rott er, president

Intern ational Telephone & Telegraph  C orp .:
Fra ncis J. Hark ins, counsel
David I. Margolis, a ssi sta nt  to the preside nt
Henri Busignies, vice president  and  general technical directorLockheed Ai rcraft  C orp .:
Beardsley  Graham, special ass ista nt,  communications sate llit e Theodore Pierson, counsel 

American Cable & Radio Co rp. :
John A. Har tma n, J r., vice preside nt and general counsel 
Bertra m B. Tower, preside nt 

American Telephone & Tele graph C o.:
Edw ard  B. Crosland, vice pres iden t 
George L. Best, vice pre sident
Horace P. Moulton, vice president  and general counsel 
Jam es E. Dingman,  vice preside nt and chief  engineer 

Hawaiian  Telephone Co.: Omar L. Crook, at torn ey 
Pre ss Wireless, In c. : Donald K. de Neuf, executive vice president 
Radio  Corp, of Puerto  Rico: F ran cis  J. H ark ins , counsel

215
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Dep artm ent of Sta te:
Phi lip Far ley, Special Ass istant to the  Secretary  for Atomic Energy  

and Outer Space
Art hur Lebel, Ass istan t Chief, Telecommunications System 
Rich ard Black, Telecommunications System 
Ar thu r Crosby, United Nati ons Pol itical Affairs 

Dep artm ent of J ust ic e:
John  J ames, Antitr ust  Divis ion 
Rober t Saloschin, Office of Legal Counsel 

National Aeron autics and Space A dminis trat ion :
Robert Nunn, Special A ssis tant  to the Admin istrator 
Arnold Fru tkin, Director of I nte rna tio nal Prog rams  

Federa l Avia tion Agency : Mart in Menter,  Office of General  Counsel 
United Sta tes Info rmation A gency: Stanl ey Plesen t, Deputy General Counsel 
Office of Civil and Defense Mobiliz ation: Fre d Alexande r, Dire ctor  of Tele­

communications
Natio nal Aeron autics and Space Counc il: Dr. Edw ard C. Welsh, Executive 

Secretary
In ter sta te and Foreign Commerce Committee, House of Representati ves:  

Dr. K urt B orch ardt , legal counsel
Senate  Commerce Committee, U.S. Se na te: Nick Zapple, Communications 

Counsel
Committee  on Science and Astronautics, House of Re pre sen tat ive s: Fra nk 

Hammill, counsel
Library of Congress: Edw ard Wenk, Jr. , senior speciali st, science and tech­

nology, Legislative  Reference Section.

PROCEEDINGS

The Chairman. 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 
importa nt d evelopments in the revolutio nary  hi stor y of communications. Science 
has  now broug ht us to the threshold  of space communica tion satelli te systems, 
between all nations  of the world, and today Governm ent and private indu stry 
meet to respond to the challenge put  to our free  society to achieve as quickly as 
we can a communications sate llite  sys tem which will operate in the public int er­
est.

May we a t this time have the appe aran ces of those pres ent for the  record.
First, I would like to have the appeara nces of those who are  here from the 

Government.
From the Sta te Dep artm ent?
Mr. F arley. Would you like us to identi fy ourse lves?
The Chairman. Yes. Would you, please.
Mr. F arley. I am Phil ip Farley , Special Ass istant to the  Secre tary for Atomic 

Energy and Outer Space. And I believe thes e gentlemen can intro duce  them­
selves.

Mr. Lebel. I am Art hur Lebel, Assist ant  Chief of the Telecommunications 
System.

Mr. Black. I am Rich ard Black, also with  the  Telecommunications System.
Mr. Crosby. Ar thu r Crosby, United  Natio ns Polit ical Affairs.
The Chairman. From  the Jus tice Depar tme nt?
Mr. J ames. Joh n Jam es from the An titr ust  Division.
Mr. Saloschin. Robe rt Saloschin, Office of the  Legal Counsel.
The Chairman. National  Aeron autics and Space Admin istratio n.
Mr. Nunn . Robe rt Nunn, Special Ass ista nt to the Administ rator .
Mr. F rutkin . Arnold Frutkin , Director of Inte rna tional  Programs.
The Chairman. The re are  some obser vers from other Government agencies, 

but  I gather, unless  they want to iden tify  themselve s or intend to talk-----
Are the re any such?
All righ t, we will move now to the  intern ationa l carrier s, American Cable & 

Radio Corp.
Mr. Hartman. John  A. Har tma n. Jr.,  vice pres iden t and genera l counsel.
Mr. Tower. Bertra m B. Tower, presid ent.
The Chairman. American Telephone  & Tele graph Co.
Mr. Crosland. Edw ard B. Crosland, vice presid ent.
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Mr. Best. George Best, vice pre sident .
Mr. Moulton. Horace  P. Moulton, vice president and general counsel.
Mr. D ingman. Janies E. Dingman, vice pres ident and chie f engineer.
The Chairman. For the  Haw aiia n Telephone Co.
Mr. Crook. Omar L. Crook, atto rne y for the  Haw aiia n Telephone Co.
The Chairman. Pre ss Wireless, Inc.
Mr. de Neuf. Donald K. de Neuf, executive vice pre siden t.
The Chairman. Radio Corp, of Pue rto Rico.
Mr. Harkins. Fra ncis J. Har kins , counsel.
The Chairman. RCA Communications, Inc.
Mr. Mitchell. Thompson H. Mitchell, president.
Mr. Hawkins. Howa rd R. Hawkins, vice pres iden t and genera l atto rney.
Mr. Engstrom. Elmer W. Engstrom, senior  executive vice presid ent, RCA.
Mr. Silino. P. F. Siling, director, RCA Frequency Division.
The Chairman. South Pue rto Rico S ugar Co.
No one here.
Tropi cal Radio Telegraph  Co.
Mr. Howley. Robert  V. Howley, president.
The Chairman. United State s-Lib eria Radio Corp.
No one here.
Weste rn Union Tele grap h Co.
Mr. Mitchell. K. B. Mitchell, vice president, intern ationa l communica tions.
Mr. Barr. Samuel Bar r, vice pres ident , planning.
The Chairman. Now the re were certain other partie s filing comments in 

Docket 14024. American Rocket  Society.
Mr. Haley. Andrew G. Haley, general  counsel.
The Chairman. American Securities  Corp.
Mr. Porter. Paul A. Por ter,  cou nse l; Mr. Samuel Hoffman, Mr. Carl B. Hess 

and Mr. Anthony Sim a.
The Chairman. General  Elect ric Co.
Mr. Kittner. Joseph M. Kit tner, counsel; Herbe rt A. Bergson, counsel; Don­

ald Atkinson and Mr. Har old Hokanson, accompanied  by cer tain  advisors.
The Chairman. General  Telephone  & Elec tronics  Corp.
Mr. Brophy. Theodore F. Brophy, vice preside nt and genera l counsel, and 

Dr. Her ber t Tro tter , president.
The Chairman. Intern ational Telephone & Telegrap h Corp.
Mr. H arkins . Fra ncis J. Harkin s and David I. Margolis, and Henri  Busignies, 

vice presid ent.
The Chairman. Lockheed A ircraf t Corp.
Mr. Graham. Beardsley Graham, special ass ista nt,  C ommunications Sate llite s; 

accompanied  by Theodore Pierson, counsel.
The C hairman. Radio Corp, of America.
They are  represented.
In our first repor t in docket 14024 the Commission sta ted  tha t the form ation  

of a joint venture composed only of existing U.S. common ca rri ers  engaged in 
inte rna tion al telephone and teleg raph communications  deserved  explo ration at 
this  time as a means to promote  the orderly  development of a commercial space 
sat ell ite  communications system. As indicated in th at  report, the  purpose of to­
day ’s conferen ce is to exchan ge views as to the plan s and procedu res unde r 
which this  exp lora tory  effort may best go forw ard.

We have arranged , as you see, for a repo rter  to record our discussions.
At the outset the Commission emphasizes th at  it is not the  purpose of this  

confere nce to review the me rits  of the Commission’s belief th at  only the inter ­
nat ion al carrie rs should presently i>articipate in such a ventu re. Th at ma tter 
has  been raised  in a jietitio n requesting  re cons idera tion of our first rei>ort, which 
will be carefully  considere d by the Commission a fte r receip t of replies and other 
state men ts.

Accordingly, we reque st tha t the par ticipan ts today  direct the ir comments to 
the  precise objective of this conference—explora tion of the  manner in which 
the  o rgan izati on of a suitable  joi nt venture by th e int ern ational carrie rs can pro­
ceed both  quickly and sati sfac tori ly.

In its first repo rt the Commission pointed out th at  it is not now possible 
or feasible to indicate  all of the  specific fea tur es which it believes should be 
incorporated  in the joint venture, and th at  these  are ma tte rs which will re­
quir e careful study and formulation.
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Th e Co mm iss ion  di d,  ho we ve r, en u m er at e c e rt a in  mi ni m um  ob je ct iv es  th a t 
an y jo in t ve ntu re  m us t me et.  Th es e ob je ct iv es  a re  th e fo llo w in g:

1. Any jo in t ve nt ure  m us t co nt ai n cl ea r an d de fin ite  pr ov is io ns  w hi ch  wi ll 
in su re  th a t ex is ti ng an d fu tu re  in te rn ati o n al co mm on c a rr ie rs , w h et h er  o r no t 
p art ic ip at in g  a s ow ne rs  in a jo in t ve ntu re , sh al l ha ve  eq ui ta bl e ac ce ss  to  an d 
no nd is cr im in at or y us e of  th e sa te ll it e sy st em  und er  fa ir  an d re as on ab le  te rm s so 

th a t th ey  m ay  ob ta in  co m m un ica tio n fa ci li ti es  in  th is  sy ste m  to  se rv e ov er se a 
po in ts  w ith  th e ty pe  of  se rv ice s fo r w hi ch  th ey  a re  lic en se d or  au th ori ze d  by 
th e Co mm iss ion .

2.  An y jo in t ve nt ure  m us t m ak e ad eq u at e an d  eff ec tiv e pr ov is io ns , su ch  as  
co m pe tit iv e bi dd in g, to  in su re  th a t th ere  wi ll be  no fa vo ri tism  in th e pro cu re ­
m en t of  eq ui pm en t re quir ed  fo r th e co nst ru ct io n, op er at io n,  an d m ai nt en an ce  
of  a sa te ll it e sy ste m .

Alth ou gh  no t sp ec ifi ca lly  st at ed  in  our  fi rs t re p o rt , it  sh ou ld  be un de rs to od  
by al l th a t we  look  to w ar d  th e es ta bl is hm en t of  a tr u ly  gl ob al co m m un ic at io n 
sy ste m,  an d th a t it  is  es se nt ia l fo r an y jo in t v e n tu re  to pr ov id e fo r ow ne rs hi p 
p ar ti ci pa ti on  an d eq ui ta bl e ac ce ss to th e fa ci li ty  by al l in te re st ed  fo re ig n 
co un tr ie s.

In  th is  sa m e ve in th e ev en tu al  sy ste m  sh ou ld  po sses s a ca pa bi lit y fo r ac ce pt ­
ing  bo th  he av y tra ffi c an d li gh t tra ffi c fr om  a la rg e nu m be r of  lo ca tion s th ro u g h ­
ou t th e w or ld . T hi s is  ge ne ra lly  re fe rr ed  to  as  th e  m ul tip le- ac ce ss  fe atu re , an d 
I am  su re  th e  im po rt an ce  of th is  fe a tu re  will  be ap p ar en t to  al l.

Th e U ni te d S ta te s,  th ro ug h th e In te rn a ti o n a l Te le co m m un ic at io ns  Un ion  an d 
ot he rw is e,  sh al l co nt in ue  it s polic y of  clo se  co op er at io n an d co ns ul ta tion  w ith  
al l n at io ns  of  th e  w or ld  in te re st ed  in  ob ta in in g th e be ne fits of  a glo ba l sp ac e 
sy ste m .

I w an t to  m ak e it  pe rf ec tly cl ea r th a t th e  Co m m iss io n’s ab st en tion  a t th is  
tim e fro m  sp ec ify in g oth er  ob je ct iv es  an d sa fe g u ard s is no t to  be ta ken  as  an  
in di ca tion  th a t th e Co mm iss ion  wi ll no t sc ru ti niz e cr it ic al ly  ea ch  an d ev er y 
fe atu re  of  an y pl an  th a t ma y be ev olv ed .

An y pl an  wh ich  is no t fu lly  co m pa tib le  w it h th e fo re go in g ob je ct iv es  or  
wh ich  fa il s to  sa ti sf y  or  is in co nfl ict  w it h th e  pu bli c in te re st  in an y oth er  
sig ni fic an t re sp ec t wi ll no t be ac ce pt ab le  to  th is  Co mm iss ion .

It  is th e Com m iss io n’s vie w th a t th e  in it ia ti v e  in fo rm in g an y jo in t ve ntu re  
sh ou ld  re st  w it h  th e  c a rr ie rs  th em se lv es . T hi s m ea ns  th a t th ere  m us t be 
ta lk s be tw ee n th e  var io us car ri er s.  Pre su m ab ly , su ch  ta lk s wi ll be ca rr ie d  on 
by a co m m itt ee  com posed  of  re p re se n ta ti v es  of ea ch  c a rr ie r m ee tin g a t re g u la r 
in te rv al s.

We do no t h er e pr op os e to  de cid e th e  de gr ee  of  Co mm iss ion  p art ic ip at io n , if  
an y,  in th es e di sc us si on s of  car ri er s.  T hi s is  a m a tt e r wh ich  will be de te rm in ed  
ve ry  sh or tly  an d be fo re  t he  i ni ti at io n of  s uc h ta lk s.

In  an y ev en t, we sh al l, of co ur se , ex pe ct th e c a rr ie rs  to su bm it pe ri od ic al ly  
de ta iled  re p o rt s w ith  re sp ec t to th e st a tu s an d pr og re ss  of  th eir  ne go tiat io ns .

Now  I th in k I ha ve  sa id  eno ug h to pr ov id e a bas is  fo r di sc us sion . I sh al l now  
as k th e p a rt ie s pr es en t fo r an y co m m en ts an d su gg es tio ns  th a t th ey  des ir e to 
ma ke .

If  th e c a rr ie rs  ar e  pr ep ar ed  to  st a te  w h et h er  th ey  in te nd  to  p a rt ic ip ate  in 
ow ne rs hi p in  an y jo in t ve nt ur e.  I wo uld  lik e th em  to so st a te  an d to in di ca te  
th e ex te nt  to w hi ch  th ey  wo uld  be pr ep ar ed  to  in ve st  f un ds .

We ha ve  a m ic ro ph on e he re . Ca n you  al l h ear ?
All ri gh t.
If  yon  pr ef er , as  I ca ll on you to come  up  an d sp ea k he re , it  is up  to you  as  

yon p re fe r.
We wi ll h e a r now  from  th e c a rr ie rs  in di vi du al ly  w ith  th e ir  co mm en ts.  F ir s t 

fro m  th e A m er ic an  Ca bl e & R ad io  C orp .
Mr.  K it tn er . Ma y I ha ve  th e pr iv ile ge  of  tu rn in g  off on e of  th e fa ns?
Th e Ch a ir m an . C er ta in ly .

Sta tem ent  on B eh al f of A mer ica n Cable & R adio Corp., by J oh n A. 
H art ma n, J r.

Mr. H ar tm an . Mr. C ha irm an . Mr.  Co m m iss io ne r, an d gu es ts  of th e Co mm is­
sio n, I am , of  co ur se , sp ea ki ng  fo r A m er ic an  Ca bl e & Ra di o Co rp.  And Mr . 
To wer  is al so  re pr es en ti ng us.

We , as  you  kn ow , o per at e th ro ug h ou r su b si d ia ri es , in te rn ati o n al te le gr ap h 
be tw ee n th e U ni te d S ta te s an d m os t of  th e  po in ts  of  th e w or ld . W e m ai n ta in  
di re ct  ca ble  ci rc u it s be tw ee n th e U ni te d S ta te s an d C an ad a,  Ir el an d , th e  Az ore s,
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the United Kingdom, and the Cont inent as well as south to Cen tral  and South  
America and the Latin American area .

Our dire ct radio- telegraph circ uits  ar e oper ated  between the Unite d Sta tes and the princ ipal coun tries  of th e world.
With refere nce to your inquiry, A. C. & R. does wish to particip ate  in the  

ownership, main tenance, and operation  of satelli te communication system facilities.
Although our companies do operate faciliti es at  many point s abro ad as well 

as in the United  State s, it is our und erst and ing from your first  rep ort  th at  we 
are  talking now about the American inte res ts in such systems. Th at  being the 
case, A. C. & It. would l>e concerned with  ground sta tion s in the  contine ntal  
United State s, the Virgin Islands, Pue rto Rico, and Hawa ii, togethe r with  the 
inte res t in the sate llite s themselves.

We are  not now in a position to specify exac tly wh at par ticipat ion  we can 
have in this. But we would expect our  par ticipati on to bear  a reaso nable  
rela tionship  to our exi>ected use of such system, toget her with the  other U.S. 
are as which will part icip ate.

We would ant icip ate  tha t some j oin t-ve nture vehicle would have to be create d 
in order to finance the constru ction and main tenance of this  system, whe ther  
tha t vehicle take the  form of a par tnership, cori>oration, or, simply, as in the 
case of the modern coaxial  cables, operating agreem ents.

We therefo re ent irely concur with your thoughts, Mr. Chai rman , th at  the 
approach to it would be the crea tion of an ad hoc committe e und er the  aegis of 
the Commission to the degree that  the  Commission feels it should par tici pat e 
in orde r th at  we can obtain the necessary—not only obtain  but  coord inate  the 
necessary sta tis tic al and financial materi al th at  is necessary to dete rmin e the 
degree of par ticip ation  and the form th at  the organ izatio n should take.

In this connection we would assume also that  the concept is th at  the ground 
srati ons abroad would be owned, main taine d, and opera ted by foreign  companies 
or adm inis trat ions, and we would expect tha t, in all probability, the re will be 
a desir e on the pa rt of some of those adm inistrations a t least to have  an owner­
ship inte res t in the satelli te itself. Th at being the case, we thin k ano ther  
thin g th at  the  committee should look into  is the  possibi lity of eith er pres ent or 
future  ownership in such satel lites  so th at  the  foreign adm inistra tions can pa r­
ticip ate fully on an internation al basis  if they so wish.

I think  th at  completes our ini tia l stateme nt. Tha nk you very much for the 
oppor tunity , and it  may well be th at  we will have furth er  sugge stions  when 
we h ave heard wha t other people ha ve to say.

The Chairman. Tha nk you, sir.
We will nex t hea r from the American Telephone & Tele graph Co.

Statement on Behalf of American Telephone & Telegraph Co., 
by J ames E. Dingman

Mr. Dingman. We thin k the Commission’s firs t report is sound and in the 
public inte rest .

The U.S. inte rna tional  common car rie rs should be given the  opp ortu nity  to 
work out a joi nt venture  looking tow ard the estab lishm ent of a commercial 
communication sat ell ite  system with  the inte rested foreign  communications 
agencies. We stan d ready  to join with  all the othe r intern atio nal  car rie rs in 
discussions to this  end.

We would expect to par ticipate in the  ownership of the  sate llite s themselves, 
and own and o pera te ground stat ions in the  United States .

We fully  accep t the  conditions which thi s Commission has  indicated it will 
impose on any join t venture which may be fo rmed and upon its continu ed opera­
tion. Indeed, we believe that  the first rep ort  defines a fram ewor k of safe gua rds 
which should fully serve the public inte rest .

One fac t should be kept upperm ost in mind. The foreig n communications 
agencies  will have at least  an equal int ere st in the satelli te system itself,  for 
every message th at  orig inate s in the United  State s, term inates abroa d, and 
vice versa. For  this reason, this  country 's lead ersh ip can only be exerci sed 
thro ugh the  prompt use of our technological advanta ges in this field to propose 
a system which will be acceptable to and have the supp ort of the  prin cipa l 
foreign agencies involved.
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This necessity of accommodating not  only the views of the U.S. par ticipan ts 
but those of many foreign adm inis trat ion s present technological and economic 
problems of gre at magnitud e. These can only be solved by press ing forw ard 
quickly. Therefo re, we thin k discuss ions between the intern ationa l car rie rs 
should be commenced very promptly and  should be gro unded on cer tain  common 
un derst andin gs; namely, th at  time is a criti cal facto r. The system should be 
reasonably with in curr ent techn olog y; the system must provide service, qualit y 
and relia bili ty comparable to th at  available over exis ting  fac iliti es for all 
ser vic es; the system must be availab le for use of all U.S. inte rna tional  carr iers,  
and provide facili ties suitable  for  the communications services each may be 
authorize d by the  Federal Communications Commission to render.

The engineering concepts and ownership arrange men ts mus t be acceptable 
to the foreign  communications adm inis trat ions , and should have the  flexibility 
to p ermit p articipa tion  by smal l or newly developing na tions.

Mili tary requir emen ts should also be t aken into account. We have advanced 
cer tain  proposals, both with  respe ct to the engineering aspec ts—docket No. 
13522—and with respect to ownership and use of the satelli te system—docket 
No. 14024. However, we rega rd these proposals as a basis  for discuss ions but 
not as representing a fixed position on ou r p art.

Given the common objective which 1 thin k we all share , it  is our view tha t 
the success of such discussions should not be inhibited by inflexible positions 
taken by any partic ipan ts.

I want to add that  we a gree with  the suggestion  made by the American Cable 
& Radio  tha t we form a n ad hoc comm ittee to get going. Tha nk you.

The Chairman . Thank you, Mr. Dingman.
Any questions?
Than k you.
The Hawaiian  Telephone Co.

Statement on Behalf of H awaiian Telephone Co., By Omar L. Crook

Mr. Crook. I am counsel for  the Hawai ian Telephone Co. Our company for 
many years has  been engaged in oversea communications services. In  1931, to­
geth er with the American Telephone  & Teleg raph Co. and RCA Communications, 
radio  service between Hawaii and the  m ainland of the United States of America 
was estab lished . In 1957, in conju nction  with  the American Telephone & Tele­
grap h Co., communicat ions service  between Hawaii and the cont inen tal United 
States was provided via cable.

It  appe ars to us th at  the proposed means  of providing communications via 
satell ites is, in essence, an addi tional means of providin g communications be­
tween the United  State s and other point s in the world. Based on pas t exper i­
ence where  the  car riers themselve s have been the only ent ities involved in pro­
viding this  service, it appe ars to us th at  thi s same genera l rule  should apply for 
communications services via sate llites . Accordingly, it is our pres ent view tha t 
we should join with other communications common c arr iers in join tly providing 
a s ate llite  communications service.

Our company will be int eres ted in providing the necessary ground faci lities in 
Haw aii and, very likely, in an ownership inte res t in the satelli te system. Thank 
you.

The Chairman . Thank you.
Any quest ions?
Thank you.
Press Wireless, Inc.

Statement on B ehalf of Press Wireless, I nc., By Donald K. de Neuf

Mr. de Neuf. My name is Donald K. de  Neuf. Than k you fo r invi ting us here. 
We hav e filed our comments, which I thin k is a bout  all we can say at  the present 
time.

It  looks to us as though the Commission is laying the  prope r ground rules for 
this thin g in the  public inter est, and it appears  to us that  all of the  companies, 
both inte rna tional  and man ufactur ers,  a re approaching this  thing  fro m the sta nd­
point of providing  a service in the public inte rest .

I do have mixed feelings with  regard to the  pres sure  which the Commission 
must be faced with in rega rd to speed, which is essential. I am sure tha t we 
are living just a litt le bit in ter ro r th at  some m orning we will come to  the office 
and find a message from a foreign adm inis trat ion  asking  us if on a cer tain  date 
we can meet their  communications system which is to be fired up, and und er this
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pres sure  I think  we will have  to be careful  th at  we don’t make mistakes at  this  
time. But it stri kes  me at the  present time that  al lof us ar e doing everything 
we can toward an intelli gent objective. Thank you.

The  Chairman. Radio Corp, of Puerto Rico.

Statement on Behalf of Radio Corp, of Puerto Rico, by F rancis J. Harkins

Mr. Harkins. Mr. Cha irman , with  your permission,  I would like to speak for 
ITT and, thereby, cover Radio Corp, of Puerto Rico. Maybe this will add some 
speed to  wh at we are  doing.

To be very brief, ITT definitely inten ds to partic ipa te in the  ownership, main­
tenance,  and opera tion of the satelli te communications system now under dis­
cussion. We would expect, as pointed  out by Mr. Har tma n, th at  our par tic ipa ­
tion would bear  a reasonable  rela tion ship  to the expected  use of the system by 
our subsid iaries . We, therefore, concur in the stat eme nt by A. C. & R., the 
proposal rath er, th at  there be an ad hoc committe e of the  car rie rs to move 
forward with thi s project.

Tha nk you, sir.
Th e Chairm an . Th ank you.
RCA Communicat ions, Inc.

Statement on Behalf of RCA Communications, I nc., by 
Thompson II. Mitchell

Mr. Mitchell. My name is Thompson H. Mitchell. I am presi dent  of RCA 
Communications, Inc., 66 Broad Stree t, New York, N.Y.

On behal f of my company, I wa nt to express our  app reciation  for the  oppor­
tun ity  to appear here today  and to par ticipate  in thi s imp ortant  conference. 
It  is most desira ble th at  we explore plans and proce dures  to fost er and ac­
cele rate the estab lishm ent of a commercial communications satelli te system in the public  interest.

We wholehearted ly supp ort the conclusions of the  Commission in its first 
rep ort in docket No. 14024. The Commission’s action is not only appropriate but 
it is a significant step towa rd the  achievement of our ulti mate objective, the 
estab lishm ent of a worldw ide communications s ate llit e system.

We a re fully prepa red to move fo rward in this endea vor join tly with the Com­
mission, other U.S. Governm ent agencies, and the intern atio nal  communications 
common carr iers . We will desire  to coordinate our effor ts with  our oversea 
correspondents, the auth orized communica tions agencies  arou nd the  world as 
they will be impo rtantly involved in the estab lishm ent of an opera tional  com­
mercia l s atel lite  system.

In our view, it is most signif icant tha t a commercial  communciations sate llite  
system be used in intern atio nal  communica tions as an addition  to, rat he r than 
as a replacement of, present and future  subm arine cable and high-frequency radi o systems.

A communications satelli te system, when i t becomes operational, should, there ­
fore, be integrated in an orderly and prud ent man ner with the  present systems 
around the world. This will enable  the intern atio nal  communications common 
carrie rs to continue  the  business of serving the public and  all nations as eco­
nomically and a s efficiently as  possible.

As only one com mercial satelli te system is contemplated, we must insur e tha t 
this system will be designed to accommodate the needs of communications agen­
cies of othe r natio ns and to achieve  maximum util ity  a t minimum cost with re­
spect to investment, t he use of frequencies, and operation.

The Commission’s first report has  laid down a solid foundation  for the develop­
ment and opera tiona l integration  of a communica tion satell ite  system. In the 
light  of the first repo rt and with  fut ure  needs cer tain  for satelli te communica­
tion, it is most des irable th at  we proceed expedit ionsly with coordinated research, 
development, a nd e xper imen tal tria ls.

We favo r an aggressive, tota l effort in research and development because we 
will then be making the progre ss which is more importa nt now. We believe tha t 
expe rimentation should continue with  sufficiently wide var iation, consiste nt vari­
ables, so t ha t t he best choice can be made as the work progresses .

Appropriate freedom should be given to tes t techniques and app ara tus  as par t 
of a proposed satelli te system and to field test sate llite s in space where such tests  
are necessary.
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We, in RCA, will proceed w ith all possible disp atch  in the  d evelopment of com­
munica tion satelli te systems. We have referre d to cer tain  of our activities in 
tilings in docket No. 13522 and in docket No. 14024, including  Pro jec t SCORE, the 
first successive satelli te relay of voice transmission,  and TIROS I and TIROS 
II, televicion wea ther  sate llites.

It  is our hope tha t we shall be a ble to con trib ute imp ortantly  tow ard the  tota l 
effort. We a re continuing to devote sub sta ntial resource s to our own stud ies and 
exper iments directed to the solution of problems rela ted to the development of a 
prac tical  a nd reliab le communicat ions sat ell ite  system. We intend to par ticipate 
fully as an intern atio nal  communications common car rie r in the furn ishing  of 
inte rnation al communication services v ia satelli te systems. We expect to require 
a sub stan tial  segment of the capa city of the satelli te system in orde r to satisfy 
the increa sing demand s for our intern atio nal  communciations  services. We de­
sire to par ticipate on a basis consisten t with  economic feasibil ity and the  need 
for transm ission c apacity in th e satelli te system.

Though it is, of course, prem atur e to make har d and fas t decisions concerning 
an operation al s ate llite  system, we wish  again  to sta te our intentio ns to cooperate 
fully and to do ever ythin g within our capa bili ties  to implement the Commission’s 
conclusions in its firs t report.

We recommend th at  a joint government inte rna tional  communications com­
mon c arr ier  industr y group be set up promptly under appropriate safegu ards to 
coordinate the efforts  being ma de in this endea vor and to bring to bear the  best 
available tale nts and ideas.

This group should be concerned with  the  regulatory , adm inis trat ive , and 
technical problems. Subgroups may be desig nated to develop pa rticu lar  phases 
of the overall  program. As its init ial assign ment,  this  group could work out 
appropr iate  schedules for research and development by governm ent and industry 
and of appropriate plans and proced ures for joi nt undertaking s by the int ern a­
tional communications common car rier s.

It  will be necessary to deal adequat ely with  the  comprehensive and complex 
problems which are  involved, but we are  confident th at  sound solutio ns £ an  be 
developed thro ugh such j oint efforts.

Than k you.
The Chairman . Than k you, Mr. Mitchell.
Is t here anyone  here  now for the South Pue rto Rico S ugar Co.?
The Tropical Radio  Telegraph Co.

Statement on Behalf of Tropical Radio Telegraph Co., by Robert V. 
Howley

Mr. Howley. I am Robert V. Howley, pres iden t of Tropical Radio Telegra ph 
Co.

As the  Commission knows, Tropical is a compa rativel y small carri er  in its 
relat ionship to the Big Three. Eighteen of our twenty stat ions are  located out­
side the United States, in the tropics. We have followed the Commission’s 
ini tial  rep ort with a great deal of inte rest , and we are entir ely in symp athy with 
the  way it was prep ared  and the ten tat ive  conclusions which were incorporated  
in th at  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 pa ra­
graph in the  Commission’s init ial report wher e we would have access to the 
facili ties, if and when we desired to make use of them on a nondi scriminatory, 
fa ir basis, so tha t we could continu e to comply w ith our obligations to the United 
Stat es and to the othe r countries wher e we have cha rter s and concessions.

The Cent ral American countr ies and Panama  are  low-volume countries,  and 
we would have to weigh very caref ully,  even assuming we had access to these 
facil ities, the  cost of ground stat ion instal lat ion  in those small countr ies. It 
would have  to have relati onship to wh at the charg e would be, what facili ties 
we could use that  we have a demand for, and at  the present time we have ample 
facili ties, both radio telegra ph and rad io telephone, for all the communications 
th at  ar e offered to us.

So again I repe at that  I agree with  the  ini tia l assign ment of the  Commission 
th at  this  should be a carrie r and only a carri er  operation , but we will not con­
tribute.  but we will avail ourselves of the abil ity to lease at  the prope r time.

The Chairman. Thank you. Mr. Howley.
Is t her e anyone here  now for th e United  States -Liberia Radio Corp?
All rig ht, we wil l hear from Western Union Telegraph Co.



IN D EPEN D EN T OFF IC ES APP ROPR IA TIO NS,  1 9 6 2  223
Statement on Behalf of Western Union Telegraph Co. by K. B. Mitchell

Mr. Mitchell. I am K. B. Mitchell, vice presi dent , intern atio nal  communica­
tions,  Weste rn Union.

Mr. Chairman, we appreci ate being here. We gene rally  agree  with the  sta te­
ments  of the othe r car rier s. We, however, find ourselves in a diffe rent  posi­
tion because of our dives tmen t provisions. So we wa nt to coope rate with  this 
committee; we want to work with  it. But fu rth er  than that  I can ’t say  at  this 
moment.

Than k you.
The Chairman. Tha nk you. Mr. Mitchell.
At this  time the Commission would like to hear from the  rep rese ntat ives  of 

the  various Govern ment departm ents  and agencies. Could we st ar t first with  
the  repr esen tatives of the Sta te Department.

Statement on Behalf of the  Department of State By Mr. F arley

Mr. Farley. Mr. Chai rman, I can say only th at  we welcome very much thi s 
oppo rtuni ty to atte nd your hearin g. We are  not, however, in a positio n a t thia  
time  to make any stat ements of position which would be helpful to you.

If  there is any pa rti cu lar  point you would like me to addr ess myself to, I 
would be glad to, but  I  have not come with any prepared stateme nt.

The Chairman. In the  event  that  a comm ittee of the ca rri ers is established, 
would the D epartm ent wan t to pa rtic ipa te f ur th er ?

Mr. Farley. I believe, Mr. Chairman, th at  we would have  to  examine th at  in 
the light  of the  par tic ula r term s of refer ence  th at  the  proposed committee is to 
be given. We would cer tain ly engage to c onsid er th at  promptly and ans wer you.

The Chairman. Any othe r questions from  the  Commission?
All rig ht, tha nk you.
May we have a comment from  the Departm ent of J us tic e?

Statement on Behalf of the  Department of J ustice, by J ohn J ames

Mr. J ames. I am John Jam es of the  De par tme nt of  Justice .
The Dep artm ent of Jus tice recognizes the  complexity of the  problem s con­

frontin g the  Commission, as well as the  urgency in moving forw ard  tow ard a 
work able and efficient system.

The Dep artm ent urges  th at  no action  should be sugges ted or take n which 
migh t resu lt in delay.

In its stat ement  of May 5, 1961, the Depar tme nt of Jus tice discussed  those  
an tit ru st  fact ors  which  it  fel t wa rran ted  cons idera tion by the Commission in 
deal ing with  the  problem of ownership of the  proposed satell ite  system.

Since only one commercial  system app ears  feas ible in the  nea r fut ure , the  
Dep artm ent believes, in concurre nce with  the  Commission and app arently  with  
all  inter ested par ties , th at  a jo in t venture  which is consistent with the  a nt itr us t 
law s offers the best available method of achiev ing the  common goal, a work able 
system  at  the ear liest possible date.

As the plan for  joi nt action is developed, we urge  th at  the  Commission con­
sid er the des irab ility  of expan ding the base of ownership of the  satell ite  com­
munication system. We believe th at  a fu rth er  expan sion of ownership and 
par ticipat ion  in the joint  ven ture  will  reduce the  possibility th at  the  system will 
be controlle d by a single company, and that  a wide r dive rsity  of ownership will 
promote  rese arch  and development in the sat ell ite  communica tion field.

The Dep artm ent of Jus tice is desiro us of ass isting the  Commission in any way 
possible in orde r th at  this proj ect may move forw ard. We will lend wha teve r 
assistan ce is neces sary to help w’ork out a method whereby all conflicting con­
side rations  rega rdin g thi s matt er  may be accommodated in a manner consi stent  
with the overriding nat ional inte res ts in esta blish ing a workable system a t the  
ear liest possible date.

Than k you.
The Chairman. Mr. James, in the event th at  a comm ittee of ca rri ers  is esta b­

lished, would you give us the benefit of the  Depar tment ’s think ing on the  safe ­
gua rds  and the an tit ru st  laws  in connection wit h the  day-to-day oper ation s of 
the  commit tee?

Mr. J ames. I am not prep ared  to do this  at  thi s time, but  we ce rtainly  will do 
tha t.

71 03 6—6 1------15



224 IN DE PE ND EN T OF FIC ES APPROP RIA TIO NS, 1 9 6 2

The  C ha ir m an . You w ill  do th a t?
Mr.  J am es . W e w ill  do  th at .
Th e Cha ir m an . W ell , I wo uld  re qu es t th a t yo u co op er at e w ith  o ur st af f to 

giv e us  a gu id e as  to  w hat  su pe rv is io n th e  D ep ar tm en t m ig ht  w an t to  pr ov ide.
Mr.  J am es . W e w ill  be  pre pa re d to  do  th a t any  tim e i t  is  co nv en ie nt  to  th e  

Co mm iss ion .
Th e Cha ir m an . An y qu es tion s?
Co mm iss ion er Cros s. I ha ve  a b ri ef qu es tio n.
Mr . Ja m es , sa yi ng  th a t th e c a rr ie rs  ge t to get her  on a jo in t ven tu re  co ns is te nt  

with  th e a n ti tr u s t laws, does th a t m ea n th a t th e  sa fe gu ar ds wh ich  we  ha ve  
w ri tt en  in to  ou r no tic e or wh ich  we  tr ie d  a t le as t to  w ri te  in to  ou r no tice  wo uld 
be sa ti sf acto ry  in th a t re ga rd , be ca us e I no tic e yo u sa y th a t yo u ur ge  th a t we  c on ­
si de r giving  o th er  t h an  th e  c arr ie rs  ac ce ss  t o th is .

Mr.  .Tam es . We th in k  th e sa fe guar ds a re  a ve ry  im port an t p a rt  of  th e Co m­
m ission ’s reiMirt, an d we  th in k we  ca n he lp  th e Co mm iss ion  in w or ki ng  out th e 
ne ce ss ar y sa fe guar ds th a t sho uld  be in co rp or at ed  in  w ha te ve r pl an  th e Co mm is­
sio n fin all y come s tip  w ith .

Co mmiss ione r Cross . T ha nk  y ou.
Com m iss ione r Craven. In  yo ur  c on si de ra tion  of  t h e  ex pa ns io n to in cl ud e o th er 

th an  c arr ie rs , ha ve  you  giv en  th ou gh t to  t he  m a tt e r of  r a te s?
Mr. J am es . W e hav en ’t.
Com m iss ione r Craven. And  it s im pa ct ? W h at im pa ct  th e ex pa ns io n m ig ht  

ha ve  up on  ra te s?
Mr. J am es . W e ha ve  n o t; no, si r.
The  C ha ir m an . An y o th er qu es tion s?
T ha nk you.
Com m iss ione r Bart ley . I wo uld  like  to  be  c le ar on one  po in t, if  I may .
Is  it  th e  leg al po si tion  or th e po lic y po si tion  whi ch  d ic ta te s th e su gg es tio n th a t 

th e ba se  b e br oa de ne d?
Mr . .Tam es . I wo uld  sa y it  is th e leg al  p o si ti o n ; also  a po lic y po sit ion.
I ca n’t d is ti ng uis h  ab out  th at.  W e m er el y urg e th a t th e Co mm iss ion  co ns id er  

th at.
As I in di ca te d,  w hate v er plan  th e Co mm iss ion  co me s up  w ith we  w ill  co op er at e 

in  t ry in g  to m ak e th a t pla n w or ka bl e an d eff ectiv e.
Com m iss ione r Bart ley . W hat  I am  tr y in g  t o get  a t is  if  t h e  Com mi ssion  s ho uld 

de te rm in e th a t th e  b as e sh ou ld  no t be br oa de ne d as  a po lic y m at te r,  is  i t th e ju d g ­
m en t of th e D ep ar tm en t th a t le gi slat io n w ou ld  be  n ec es sa ry ?

Mr.  J am es . I wo uld lik e to  see  th e  pl an  fi rs t, bu t I th in k  th e  pla n co uld  be  
w or ke r be  wor ke d out  so th a t it  wo uld be ac ce pt ab le  to th e  Di vis ion .

The  Cha ir m an . T han k you.
May  we  ha ve  co mm en t fro m th e N at io nal  A er on au tics  an d Sp ac e Adm in is­

tr a ti o n ?

Sta teme nt  on Beh al f of th e  Nati onal  Aero nauti cs  and Space 
Adm inist ra tio n, by Robert Nun n

Mr.  Nu n n . Mr . C ha irm an , as  NA SA  u n d ers ta n d s th e m att er,  th e co mm un i­
ca tion s po lic y of th e co un try is sh ap in g up  to w ar d  ha vi ng  a sin gl e lic en se e 
fo r pu rp os es  of  co m m un ic at io ns  via sa te ll it es , an d th a t lic en se e w ill  co ns is t 
of a jo in t en te rp ri se . T hi s me an s, fo r ex am pl e,  th a t th e in te rn ati o n al c a rr ie rs  
as  su ch  may  no t ex pe ct  to he lic en sed fo r co m m un ic at io n sa te ll it e  pu rp os es  in  
th eir  ow n n a m e s; bu t, ra th er,  w ill  obt ai n th e ir  ne ed ed  sa te ll it e ca pa ci ty  fr om  
a jo in t ve nt ur e in wh ich  th ey  ma y par ti ci pat e.

In  a sen se,  it  ap pea rs  to  us, th er ef ore , th a t th e  jo in t ven tu re  wi ll pr ov id e 
ch an ne ls  of  co m m un ic at io n a t a w ho le sa le  lev el,  an d lic en se d c a rr ie rs  w ill  co n­
ti nu e to  pr ov id e se rv ic es  us ing th es e ch an ne ls  in a sen se  a t re ta il .

T st a te  th is  m er el y in or de r to la y a ba si s fo r w h at I ha ve  to  sa y ne xt .
NA SA ’s re sp on si bi li ty  in th is  w ho le m a tt e r is  ce nt er ed  p ri m ar il y  up on  th e 

de ve lopm en t of  sp ac e tech no logy  th a t is p e rt in e n t to  th e de sig n an d th e  la un ch ­
ing an d u ti li zati o n  of  sa te ll it e  re la ys . Acc ordin gly, NAS A in te nds to  do ev er y­
th in g it  ca n to  st im u la te  an d ad va nc e th e  tec hn ol og y of  co m m un ic at io n sa te l­
li te s so th a t w he n th e  tim e com es to  es ta bli sh  th e fi rs t ope ra tion al  sy ste m 
fo r th e pu rp os e of  pr ov id in g se rv ic es  to  th e pu bl ic , th e jo in t ven tu re  whi ch  
pr es um ab ly  w ill  be  lic en se d to  pr ov id e th a t se rv ic e wi ll ha ve  a tec hn ol og ic al  
ba si s fo r ob ta in in g th e be st  po ss ibl e eq ui pm en t an d ut il iz in g it  in th e be st  
po ss ibl e w ay  in  th e sp ac e en vi ro nm en t.
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NASA expec ts to work very closely with the  Commission so th at  NASA’s activities in the  launch and spacec raft  fields will be harmonious with the  ac­tivi ties  of the Commission in developing the country ’s communicat ions policy.The Chairman . Are there any quest ions?Commissioner Craven. I just  wan t to make a statement, that  we have  had  very excellent cooperation with  NASA and  the  Commission up to now, and I am qu ite certain  i t will continue.
Commissioner Hyde. I would like some clarification  of this premise th at  ther e would be a single licensee. Are you speak ing of a license of some kind from NASA?
Mr. Nunn . No. I was merely try ing  to resta te in laym en’s terms, let  us say, what we underst and  to be the development of the policy pa tte rn  by the  Commission.
I am assuming there that  a license will even tually be granted by this Com­mission to some identif iable organiza tion for  purposes of satelli te communica­tions.
The Chairman. Thank you.
Any oth er questions?
Thank you.
Now there are  some other Government agencies here  today as observers. If any of them would care to give us the  benefit of the ir views now, the Com­mission would ente rta in them.
Mr. Menter. I am Mar tin Menter, General Counsel’s Office, Federal Aviation Agency.
We just  would like to say that  we do app rec iate  the privilege of observing  and being presen t 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 th at  the ad hoc group may present to the  Commission so th at  we can actual ly then determ ine how we may perform our responsibility that  may develop in the futu re.
The Chairman . Thank you. We will certain ly do so.Mr. Plesent. I am Stanley Plesent, Deputy General Counsel, U.S. Inform a­tion Agency.
On beha lf of our  agency, we, too, would like to express our thanks  for  having been invited today, to express our hope th at  we will continue to be invi ted to par tici pate as thi s matt er  moves along, obviously both for  the impact abroad on what we do here  now and in the fu ture  with respect to this plan, and also the possible u tilizat ion  of the system by the USIA.Our i nte res t is deep an d will be continuing.Thank you.
The Chairman . Thank you.
Mr. Alexander. Mr. Chairman, I am Fred Alexander, Directo r of Telecom­munications , Office of Civil and Defense Mobilization.We wish to express our  appreciat ion for the privilege of being here, and, as the other agencies have  indicated, to follow, if we may, in the  fu ture  the pro­ceedings in  which  we a re deeply in teres ted.I believe Dr. Welsh of the Space Council is here, too, and  he feels likewise, and he would like to speak.
The Chairman . Dr. Welsh.
Dr. Welsh. I am Dr. Edw ard C. Welsh, Executive  Secreta ry of the  Space Council, the Nat iona l Aeronautics and Space Council, and I just  want to thank you, Mr. Chai rman , for  the  opportunity to par tici pate, and sta te th at  the Space Council is inte res ted  in the  development of an overall policy in thi s field.I appreciate th e opportunity to be here.The Chairman . Thank you, Dr. Welsh.In genera l do you feel th at —are you able  or prep ared  to sta te  whe ther  the general approach of having a join t ven ture  of the car rie rs would be cons isten t with  the views of the  Space Council?
Dr. Welsh . Well, we are  explor ing it, and all I can say is th at  I am very happy  you have been able to move along in the coordina ted fashion you have.I believe there are  stil l some th ings to look at  as fa r as the milita ry side and the Sta te Departm ent inte res t is concerned,, as  well as the inte rest s, of course, of your Commission.
The Chairman. Thank you.
I see ther e are  some represe ntat ives  of some of the  congressional commit tees here, I believe.
Dr. BoRcnARDT. I am Dr. Kurt Borchardt.  legal counsel of the In te rs ta te  and Foreign Commerce Committee of the House of Representatives.
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I wa nt to express , on beha lf of the committee, our app reci atio n for having  
been invite d, and, in case legisl ation  should become nece ssary , we are  sure  we 
would like to be info rmed as to w hat  th e problems are .

The Chairman. Are t her e any oth er Government  ag encies?
Mr. Zapple. I am Nick Zapple of the  Sena te Commerce Committee.  I am 

communications counsel.
We appr ecia te the  opp ortu nity  of being here, and would like  to keep informed 

as the meeting progress es.
Mr. H ammill. I am Fr an k Hamm ill, counsel for  the  House  Committee on 

Science an d Astronaut ics.
As you know, we have  a lively int ere st in this subject, and we are  abou t h alf ­

way thro ugh  some hearing s which we intend to con tinue in the  not too dis tan t 
future .

Mr. Wenk. I am Edw ard Wenk, Jr ., Senior  Spec ialis t, Science and Tech­
nology, wit h the Legis lative  Refer ence Service of t he Lib rar y of Congress. I am 
here  toda y repr esen ting  the  Senat e Aeron autics and Space Sciences Committee 
as an observer.

I app recia te the  Invit ation .
The Chairman. Any oth er Governm ent agencies  or Congress?
All righ t, we will open the  meeting at  this  point to a general discussio n.
Mr. Kit tne r?
Mr. Kittner. Mr. Chairma n, I wonder whethe r it would be a ppr opr iate  at  this  

time fo r the  othe r pa rtic ipa nts  in the  meeting to make  a brie f stateme nt reflect­
ing their  views concerning  t he  m att er und er d iscussio n.

The Chairman. I think it  would, Mr. Kit tne r, bea ring  in mind wh at the  Com­
mission stated at  the  beginn ing as  to any thing deal ing with  the recons iderat ion 
of our first repo rt th at  we have  und er advisem ent.

If  you wan t to add ress  your self to the  topics th at  have  been talke d abou t 
today,  we will welcome t ha t.

Mr. Kittner. Mr. Chai rman , we cert ainl y respe ct the  admon ition and the 
agend a here, and with in th at  fram ewor k we would like to add ress  the  Com­
mission.

The Chairman . All rig ht,  you may proceed th en.
Mr. Kittner. Tha nk you, sir.
Mr. Chai rman , I would, har kin g to the point  ju st  made by you, simply open by 

tha nki ng you f or the opp ortu nity  to b e here. We do t hin k it  is  a very imp orta nt, 
extre mely  imp orta nt ma tte r, and we atta ch the  same impo rtanc e to it th at  the 
Commission and the oth er par tie s her e a ttac h to t he  m atter.

In view of the stat eme nt of the  chai rman ear lier, I thin k the  Commission will 
indulg e me with ju st a bri ef stateme nt th at  our par tici pat ion , of course, is wit h­
out prejudic e to the  positio n we have previously taken and th at  we have urged 
the  Commission to consid er again  in our pendin g peti tion  fo r recons iderati on.

Cer tain  of those who have spoken ear lier—and I thi nk  thi s is enti rely  prope r 
altho ugh technic ally outsi de the scope of your agen da—hav e sta ted  the ir stron g 
sup por t for the first rep ort  and their  belief th at  you did the  rig ht thing, and I 
say respe ctful ly th at  I hope you will also perm it me to at lea st have the  record 
show tha t, while we have the  gre ate st considerati on fo r the action  take n by the 
Commission, we do differ fund ame ntal ly with  the  conclusio ns th at  you have 
reache d, and we have ur ged you to  re conside r tho se m atters .

Tn connection with the agend a as you have set it  up today , sir—and I wan t 
this to be clear  on the recor d—I don’t propose to arg ue the  question before 
you—rat her , the  question we have raise d otherw ise—and , so, I am now talki ng 
with  the  reser vatio n I have  made with respect to a possible joint  venture on the 
pa rt of inte rna tion al carriers , and I would like to appro ach it on a slightly dif­
fer ent  ba sis tha n those who have spoken before.

I would like to indi cate  to you tha t, assum ing the  appr oach  th at  we ate  dis­
cussin g here today, th at  the re are cert ain ra th er  specific and fund ame ntal ques­
tions  th at  we believe are  raised , are  present ed, th at  should be considered by you 
in connection  with  this  appro ach, that  so far , I thin k, have not received att en ­
tion. And. in orde r to capsu le it, I tried  to reduce  it to a serie s of questions  
which I thin k will make the  point as they rel ate  to this questio n.

Fo r example, how would the joi nt venture be organ ized?  And wh at formu la 
would be used to dis trib ute  owne rship or provid e for  part icip atio n in such a 
way th at  d ominat ion by any  one inte rest  would be prev ented ?

I thin k the Dep artm ent of Ju sti ce  in the ir sta tem ent  ju st  a moment ago em­
phasize d the importance  of the dominat ion questio n, and, so, we ask you, you 
and the  oth er p art icipants  here, we r ais e th e question  :
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W ou ld it  be a se p ara te  leg al enti ty , fo r ex am ple ? W ou ld  ow ne rs hi p be de ­
te rm in ed  by us e as  cert a in  of th e pr op os al s up  to  now ha ve  su gge st ed ? An d, if  
yo u did de te rm in e ow ne rshi p,  fo r ex am pl e,  on th e  ba si s of  use, ta k in g  th e  y ear 
19 60  if  s ta ti st ic s are  av ai la ble  fo r th a t yea r,  or  th e  m os t re ce nt ye ar , w h a t w ou ld  
be th e  re la ti v e  ow ne rs hi p of  th e p a rt ic ip a n ts  am on g th e in te rn a ti o n a l comm on  
c a rr ie rs  if  yo u al lo ca te d ow ne rs hi p in co nn ec tio n w ith  use ? W ou ld  yo u hav e 
a  w id es pr ea d en ou gh  d is tr ib uti on  of ow ne rs hi p to  av oid do m in at io n by an y on e 
in te re st ?

W h at m ax im um s or  m in im um s w ou ld  be im po se d on th e am ount of ow ne r­
sh ip ?

W hat  pr ov is io n w ou ld  be ma de  fo r d ir ect pu bl ic  p art ic ip ati o n  in  th e  ne w 
v en tu re ?

W ou ld th e  pu bl ic  ha ve  to  go ou t an d bu y a sh are  of  RCA or A.T . & T. stoc k 
or  w hat not to  p art ic ip a te  in  th e v en tu re ?

I go to  a n o th e r qu es tio n,  f o r ex am ple.
W hat  w ou ld  be th e tim et ab le  fo r co mpl eti on  of  th e fo rm at io n of  a tr u e  jo in t 

ven tu re ?
Now  I am  as su m in g he re , Mr. C hai rm an  an d  mem be rs of th e  Co mm iss ion , 

th a t whe n th e Co mm iss ion  sa id  jo in t ven tu re  of th e in te rn ati o n al c a rr ie rs  th a t 
it  w as  ta lk in g  abou t a  tr u e  jo in t ve nt ur e,  no t on e in  w hi ch  a sing le  co mpa ny , in  
effect , w as  it  an d th e  ot he rs , in  eff ect, w er e le as in g fa ci li ties , any  way  yo u 
sli ce  i t.

I f  you ha ve  a tr u e  jo in t ven tu re  in vo lv in g th e  ki nd  of co n tr actu al an d o th er 
re la ti onsh ip s th a t ha ve  to be wor ke d o u t am on g com pet iaig  co mpa nies , w h a t 
w ou ld  be th e  ti m et ab le  fo r th is , an d w ou ld  it  in  fa c t get  go ing  fa s t or w ou ld  
th er e be se ri ou s pr ob le m s as su m in g a  tr u e  j o in t v en tu re ?

W hat  w ou ld  be th e in ce nt iv e fo r c a rr ie rs  o th er th an  a dom in an t c arr ie r,  
sp ec ifi ca lly  A.T . & T.—I  th in k th er e is  no  re as on fo r sh yi ng  aw ay  fr om  in it ia ls  
or na m es —t o in ve st  in th e  ven tu re  if  th e  us e is  to  be op en ed  on an  eq ua l, non - 
di sc ri m in at ory  ba si s and  if  th ey  wo uld be in  th e po si tio n of  ve ry  m in or it y  ow n­
er s w ith  w ha te ve r ri g h t in ru nnin g th is  sy stem  th a t m ig ht  pr es en t. Ho w w ou ld  
de ci sion s be m ad e by th is  ven tu re  if  it  w er e a co rp ora te  en ti ty  or so me oth er 
ki nd  of  e nti ty  ?

F o r ex am pl e,  whe n yo u ca me to  ex pa ns io n of  th e  sy ste m ho w w ou ld  it  be  de ­
te rm in ed ? W ho  wo uld  vot e?  An d in wh at, re la ti onsh ip  wou ld  you ha ve  vo tin g 
ri g h ts ? W ou ld  it  be a 9O- perc ent,  1- pe rc en t, 1-pe rc en t, 1- pe rc en t a rr an g em en t?

A ssum ing ag ai n ow ne rs hi p on th e  bas is  of  us e an d ta kin g  yo ur  m os t re ce nt 
fig ures  an d st a ti st ic s in to  ac co un t, w he n yo u go t re ad y  to  m ak e th e  fu nd am en ta l 
de ci sion s w ith  re sp ec t to  fin ancin g, w ith  re sp ec t to  ex pa ns io n of  th e sy ste m, w ith  
re sp ec t ev en  to  ba sic te ch ni ca l de cis ion s, ho w w ou ld  it  be de ci de d?  W ho  w ou ld  
ha ve  th e sa y- so ? Ho w mu ch re la ti ve say-so  wo uld ea ch  p a rt ic ip a n t ha ve  in  
m ak in g th es e fu n d am en ta l de ci si on s?

Ho w wo uld  th e  sy stem  be m an ag ed ? W ou ld  th ey  se t up  a se p ara te  m an ag e­
m en t gro up? W ou ld  it  be  m an ag ed  by on e co mpa ny  an d. in eff ect, hav e a bi ll­
ing pr oc ed ur e th a t w en t to th e oth er s sa yi ng  “ You  used  it  so mu ch  th is  ye ar . 
So se nd  us  t h is  m uc h m on ey ” ?

An d on who se  b oo ks wo uld th es e ass et s ap p ear?
I ra is e  th e  qu es tion  th a t w as  ra is ed . I be lie ve , a mom en t ago by Com m ission er  

B ar tley . I f  th is  th in g,  w h at ev er  it  is, th is  jo in t ve nt ur e,  simply re flec ts  a p a rt  
of  th e  bo ok s of  th e ex is ti ng  ca rr ie rs , ho w wou ld  yo u se p ara te  o u t eff ec tiv ely  
w hat  w as  de vo te d to  th is  ven tu re ?

How wo uld  yo u es ta bli sh  ra te s th a t took  in to  ac co un t an  ef fecti ve  kn ow led ge  
of  w hat  th is  p a rt ic u la r ven tu re  d id ?

I f  it  is  to  be  so m et hi ng  ot he r th an  a se p ara te  co rp ora ti on w ith  se p ara te  boo ks 
an d w ith  se p ara te  ow ne rs hi p an d w ith  se p ara te  as se ts , how  wo uld  yo u effec­
tive ly  es ta bl is h ra te s?

Now , si r. I ha ve  as  a fu rt h e r qu es tion  on th is : Will al l th e  p art ic ip an ts  be 
re pr es en te d in  m an ag em en t on a ba si s re la ti v e  to  th e ir  ow ne rs hi p or co ntr ol?  
An d I as k ag ai n how wo uld  th a t ow ne rs hi p an d co nt ro l be ex er ci se d?  Will 
th ey  h av e st o ck ? W ha t wo uld  be th e re la ti v e  p er ce nta ge of sto ck  ?

T her e h as been  em ph as is  he re . si r. on  th e im port an ce  of  get ti ng ah ea d,  an d 
th a t is  so m et hi ng  we  ha ve  ur ge d an d ar gued  at le ng th , an d I th in k  o ur pl ea d­
in gs  w ill  sho w th at.

Do yo u ge t ah ea d fa s te s t or  ra th e r,  w h a t wo uld th is  sy stem  ha ve  in  it  th a t 
wo uld av oid th e se ri ou s a n ti tr u s t co m pl ic at io ns  th a t re su lt  fro m, fo r ex am pl e,  
th e ki nd  of  st a te m en t th a t th e D ep ar tm en t of  Ju s ti c e  ma de , an d,  m or e im-
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por ta nt ly , th e fo rm al  st at em en t in  th is  pr oc ee ding  b y th e  D ep ar tm en t of  Ju st ic e,  
sig ned by th e A tto rn ey  G en er al  of th e Uni ted Sta te s,  which  sa id  th a t an y sy s­
tem  ha s to  ha ve  fo u r el em en ts  in it.  By  de fin ition , yo u ha ve  ex clu de d ce rt a in  
of  th os e e lemen ts  in  the v en tu re  th a t we  a re  tal k in g a bo ut h ere.

How w ithi n th e fr am ew or k of th a t ki nd  of  co ns id er at io n could  we  av oid th e 
se rio us  de lay th a t com es from  th e ki nd  of uncert a in ty  th a t we  ha ve  th er e?

Now,  si r, th er e ha s been re fe renc e to  cert a in  of th e  im port an t fa ct or s,  an d 
I th in k mo st of th em —I th in k we wo uld  ag re e 100 per ce nt —im port an t fa ct ors  
th a t ha ve  to be ta ken  in to  acco un t. For ex am ple,  ho w wo uld  you  as su re  ag gr es ­
sive , to ta l ef fo rt in re se ar ch  an d de ve lopm en t in a sy st em  th a t is  lim ited  by it s 
ve ry  n a tu re  to  o nly  t he  co mmun ica tio n carr ie rs ?

Co mm iss ion er Cross . I ’m so rry , Mr. K it tn er.  W ou ld  you re peat th a t,  si r?  
I do n’t th in k I un de rs to od  that.

Mr. K itt ner. W hat I am  sa yi ng  is  th a t one of th e po in ts  ur ge d a mo men t 
ago , I be lieve,  by RCA w as  o ne  o f th e  im port an t co ns id er at io ns  he re  is th a t th er e 
be a to ta l ef fo rt in  re se ar ch  an d de ve lopm en t in  ord er to  ge t th is  th in g ah ea d 
fa st es t, to pr ot ec t U.S . policy, an d I th in k th e  c on si de ra tion s are  ve ry  im por ta nt.

W ha t I am  saying , sir , is th a t w ith in  th is  ve nt ur e,  how wo uld you be st  ass u re  
th a t if  you  were ta lk in g  ab out  a ven tu re  th a t au to m at ic al ly  ex clu de d th e  sp ac e 
side  of th e pi ct ur e fro m an y kind  of  ow ne rs hi p par ti ci pat io n?

Co mm iss ion er Cross. You me an  o th er  th an  th e comm on carr ie r?
Mr.  K itt ne r. Yes,  s ir.
Co mm iss ion er Cross. The  fa ct  th a t th e comm on ca rr ie r is ow ned, th e th in g 

wou ldn’t ne ce ss ar ily  lim it  th e re se ar ch  to  comm on carr ie rs , I ce rt ai n ly  hop e.
Mr. K itt ner. No, si r, bu t w hat  I am  ra is in g  is th a t in te rm s of  th e  syste m, 

no t w he th er  th a t wo uld  lim it  th e re se arc h  to  it,  but w hat I am  sa yi ng  is  th a t 
how wo uld  you , w ith in  a syste m th a t is  lim ited  to  th is  kin d of ow ne rshi p,  
as su re  th e  be st  to ta l re se ar ch  an d de ve lopm en t?

Co mm iss ion er Cross . I see.
Mr. K itt ne r. Co mpa red to  the  op po rtunit ie s th a t yo u have .
Co mm iss ion er Cross . T han k you.
Mr. K itt ne r. Th ose , si r,  are  th e qu es tion s th a t we wo uld  ra is e  in co nn ec tio n 

w ith  th is  v en tu re .
Now  I wo uld  ha ve  to  st a te  ju s t one  oth er  poin t which  I th in k is  im port an t,  

an d th a t is th at,  ag ain in  co nnec tio n w ith  su ch  a ve nt ur e,  I ra is e  w ith  you th e 
qu es tio n of how  fa r  down  th e ro ad  in en co ur ag in g th is  kind  of  ven tu re  th e Com­
mission  as  an  ag en cy  ca n pr op er ly  go w ithout pu bl ic  he ar in gs to  am en d it s 
ru le s or  to arr iv e  a t a more de fin itive  ba si s whe n th e  ven tu re  is not one th a t is  
ope n to al l of  thos e wh o w ant to  par ti ci pat e,  b u t open on ly to  a se lecte d gr ou p?  
And th a t is a qu es tio n th a t re la te s,  I th in k,  fa ir ly  to  th e ag en cy  you ha ve  be fo re  
you , because, si r, as  you go down  th is  ro ad  w ith  th is  kind  of  ve nt ur e,  w ithout 
am en di ng  yo ur  ru le s you a re  putt in g  thos e who  may  ha ve  ot her  view po in ts , such  
as  Gen eral  Elect ric,  in th e  po si tio n of no t be ing ab le  to  eff ec tiv ely  ur ge  it s vie w 
be ca us e a t som e plac e do wn  th e ro ad  we  ha ve  a ve nt ur e th a t is be ing en ­
co urag ed , th a t is be ing p u t to ge th er  am on g a lim ited  grou p of  part ic ip an ts  w it h ­
ou t a ch an ge  in yo ur  ru le s,  an d then  if  6 mon th s from  now  we  com e in an d sa y 
th is  is so m ethi ng  you  ou ght  to des ig na te  fo r heari ng  because , as  we to ld  you 
befor e, we  do n’t ag re e w ith it,  we  are  in  a po si tio n alm os t of be ing  dislo ya l.

Thi s is an  im port an t an d vi ta l m att er.  T her e is  nat io na l po licy inv olv ed. 
We th in k if  th ere  is go ing  to be  a sl ic in g of  th e po ss ible par ti ci pan ts , th a t now  
is the tim e fo r w ha te ve r fo rm al  hea ri ng you  ou gh t to  h av e ra th e r th an  f» mon ths 
fro m now wh en , in effect , you  ar e pr es en ted w ith  a pa ck ag e an d in a po si tio n to  
he tol d th a t we  a re  eff ec tiv ely  sto pp ing th e pr og re ss  of  the U ni ted S ta te s in th e  
sp ac e race .

We  w ou ld n’t re li sh  b eing  in th a t po sit ion,  si r,  an d T th in k no ot her  e n ti ty  wou ld.
So, in vie w of  th e de cision s th a t led  to  th is  m ee tin g an d in view of th e li m it a­

tion s th a t a re  im posed , I would  ur ge  se riou sly,  si r,  th a t th er e is a ne ed  fo r 
re ex am in at io n of  th e  pr oc ed ur es  inv olved in  ord er  to  a t le as t am en d you r ru le s 
if  thos e wh o w ant to  part ic ip a te  an d hav e som e co ntr ib ut io n to  mak e— in ot her  
words , if al l of  thos e who  filed in th is  pr oc ee ding  an d in di ca ted a w ill in gn es s 
to part ic ip ate —are  not  t o be  p er m it te d to  p ar ti ci pat e.

T'h at. si r, co nc lude s my  st at em ent w ith re sp ec t to  th e m at te r.
The  Chair m an . T han k you .
Com miss ione r Craven. As T under st an d it . you  su gg es t th e po ss ible pa rl ic i-  

pat 'o n  bv  t he pu bl ic  in th is  sa te ll it e co mm un icat ion syste m.
Mr.  K ittn er . Yes,  si r.
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Commissioner Craven. Would that  not imply th at  the  joi nt venture  would 

have  to be a sep ara te corixiratiou and th at  it would not be a nonprotit orga ni­
zat ion ?

Mr. Kittnek. Th at  would imply, sir —we believe stron gly th at  it would and 
should be a sep ara te corporation, tha t it would and should be a profit corp ora­
tion, with  a footnote, sir, th at , any way you slice it, it  is going to be a profit 
one way or the other because  the carri er is ultim ately  going to set its rat es 
and what- not in a way th at  assures a fa ir ret urn  on wh at is involved. So the 
ra te  would be set by you as a commission. It  would be a joi nt venture  with  a 
corp orate setu p or withou t a corporate setup. You would certainl y have the 
elements more clea rly before  you with  a corp orate setup.

Commissioner Craven. Is there a possib ility th at  such an opera tion would 
ultim ately  mean high er rat es than  other wise  might be necess ary?

Mr. Kittner. No, sir:  I don’t believe so at  all because you, as a commission, 
would have full au tho rity  to establish the rates on the  basis of the  trad itio nal  
ra te  common c ar rie r concepts, whichever way it went, whether  it was corjiorate 
or otherwise, and it is our argument th at  you sep ara te it out in a sep ara te 
corpo ration and you will be a lot bet ter able to put your  finger on wh at it is 
costing for  this intern atio nal  or global pa rt of the  hop, and see to it  th at  the 
public receives the savings  that  come from it tha n it will be if you have to fish 
the elements out of an accounting system of a large common car rier .

We think, as a ma tte r of fact, this  appro ach means more clearl y reducible 
rat es to the  public if it is set up in this  fashion. You will know wh at you are  
dealin g with precisely.

Commissioner Craven. Th at is all.
The  Presiding Examiner. Than k you, Mr. Kit tner .
Mr. Brophy. Mr. Chai rman.
The Chairman. I thin k Mr. Por ter  was up first.
Do you wa nt to be h eard  ?
Mr. P orter. Ju st  a brie f statement, Mr. C hairm an.

Statement on Behalf of American Securities Corp., by Paul A. Porter

Mr. Porter. I wish the  record to reflect the  int ere st of American Securities  in 
thi s proceeding. As the Commission knows, the American Secur ities Corp, is 
in the process of acqu irin g the Western Union cable system. Th at ma tte r is 
cur ren tly pending before the  Commission and we do not  wan t to be left  unde r 
wa ter  when the  time  comes th at  everyone else’s eyes are  raised to the skies 
and intern atio nal  communications  are  in orbit.

We, th erefore,  tak e the  position th at  we not only have stan ding  and sta tus  in 
thi s matter , but  requ est and wan t the record  to reflect th at  we reque st repre sen­
tati on on any ad hoc committee th at  may be crea ted as a resu lt of this or sub­
seque nt meetings.

The Chairman. Tha nk you, Mr. Port er.
Any q uest ions?
Commissioner Craven. Ju st  one question.
Are you making pro gres s?
Mr. Porter. Well, I would say, Commissioner Craven, we are not advancing 

back.
The Chairman . Still  unde r the wa ter?
Mr. Porter. We are still  unde r water, bu t we think some progress is still  

being made.
Mr. Brophy. Mr. Chai rman, I would like an opp ortu nity  to make some re­

marks  on beh alf of the  General Telephone & Elect ronic s Corp., i f I may.
The Presiding Examiner. Yes, sir.

Statement on Behalf of General Telephone & E lectronics Corp., by 
Theodore F. Brophy

Mr. Brophy. We app rec iate  the oppo rtunity of atte ndi ng your meeting today. 
The  General  Telephone system, in addit ion to serving over 4 million telephones  
in the United  Sta tes throu gh wholly owned subsidiar ies, is now operating  inter ­
nationa l circ uits  from the  Dominican Republic to the  United State s, the  Do­
minican Republ ic to Pue rto  Rico, and from Ha iti to the  United States.

The Philippine Long-D istance  Telephone Co., which is an affiliate of the Gen­
era l Telephone Coro, in which we have a min ority intere st hut which w e have 
mana gement contro l of. operates  40 circuits from Manila to Oakland, Calif. In
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ad di tion  to  th es e ci rc u it s wh ich  a re  un qu es tion ab ly  of  in te rn ati onal na tu re , we  
ha ve  a su bs id ia ry  which  op er at es  a su bst an ti a l p a rt  of  th e  te leph on e sy stem  in  
B ri ti sh  Co lum bia , Can ad a,  an d are  in th e p roce ss  of  e xpa nd in g ou r ex is ting  com­
m un ic at io ns  fa cil it ie s be tw een th e S ta te  of  A la sk a an d B ri ti sh  Co lum bia .

We ha ve  sp en t co ns id erab le  tim e in  co nd uc ting  te ch ni ca l st ud ie s of  sa te ll it e  
co mmun ica tio n sy st em s an d are  pre par ed  to  m ak e co nt ribu tion s,  we believe,  
of  bo th  a te ch ni ca l an d mon et ar y n a tu re  to sp ac e co mmun icat ions .

So fa r as  th e mee tin g toda y is co nc erne d,  we  be lie ve  th a t th e  fi rs t im port an t 
qu es tio n th a t th e  Co mm iss ion  has  to  de te rm in e is  th e ob ject ives  an d ch ara c te r­
is tics  of an  oj>eruble com mon carr ie r sa te ll it e  co mm un icat ion sy ste m, an d,  as  
you  ha ve  sugg es ted , Mr . Cha irm an , we be lie ve  it  shou ld  ha ve  glo ba l co ve rage  
w ith  a mul tip le- ac ce ss  fe at ure , th a t it  sh ou ld  be  w ithi n th e econom ic re ac h of  
al l co un tri es , th a t it  shou ld  be ac ce pt ab le  to  IT U an d th e  re m ai nder  of  th e 
wo rld , th a t it  shou ld  be as  eco nomic as  po ss ible on freq ue nc y al lo ca tion s sin ce  
th e u lt im at e ex pan dab il ity  of  th e syste m will  de pe nd  to  a la rg e exte nt up on  th e 
ava il ab il ity of  f re qu en cies .

We be lieve  it  shou ld  per m it econom ica l co mmun icat ion be tw ee n bo th  low - 
de ns ity  tra ffic a re as an d the hi gh -d en si ty  a r e a s : th a t if shou ld  be ca pa bl e of  
ex pa ns ion w ith ou t in te rr up ti on  an d ex pa ns io n wi tho ut , su bst an ti a l mod ifi ca tio n 
of th e in it ia l ca pi ta l inve stmen t.

We al so  be lie ve  th a t in de te rm in in g th e u lt im ate  ow ne rshi p an d op er at io n of  
th e syste m,  th e Co mm iss ion  shou ld  ha ve  in mind th e fa c t th a t th e sy ste m will  
no t be a syste m which  wi ll only re pl ac e ca bl e bu t will  jo in  po in ts  th a t a re  no t 
pr es en tly  se rved  by an y U.S. in te rn ati onal comm on carr ie rs , an d th a t th is  is 
an  im i>o rtant fe a tu re  th a t shou ld  be ta ken  in to  co ns id er at io n no t on ly  in  th e  
te ch ni ca l as pe ct s of th e  syste m but  al so  in  th e  ow ne rs hi p an d op er at io n fe at ure s.

Be ca use of  ou r in te re st , be cause of  our pre se n t ope ra tion s in th e in te rn ati onal 
ar ea , we wo uld  lik e an  op po rtun ity to  co nt in ue  to  part ic ip ate  in hea ri ngs an d 
discus sio n gr ou ps  so th a t we  ma y contr ib ute  ou r id ea s on th e su bj ec t.

Tha nk  you .
Th e Chair m an . T han k you,  Mr. Br ophy .
Any qu es tio ns ?
Al l righ t.

Sta tem ent  on B eh al f of L ockhe ed A ircr aft Corp., ry Beardsley G raham

Mr.  Gra ha m . I am  Bea rd sley  G ra ha m . Lo ck he ed  A ir cra ft  Cor p., sp ec ia l as ­
si st an t fo r co mmun icat ions  sa te lli te s.

Lo ckheed ap pre ci at es  th e  opp or tu ni ty  to  appear he re  to da y an d m ak e a few 
sh ort  re m ar ks .

I wo uld  ju s t rem ind you th a t som e tim e ba ck , iy> yea rs  ago , Lo ckheed  ca me 
to  th e  co nc lus ion  th a t th e pro ble m w er e p ri m ari ly  no ntec hn ical , tha t, sp ac e te ch ­
nology espe cial ly  was  coming  alo ng  ve ry  ra pi dl y.  As a res ult , of  th a t conc lus ion , 
la st  fa ll  an d be ginn ing th e fir st of th is  ye ar , in Ja nuary , we  pr es en te d our 
no tio ns  to  va ri ou s grou ps , includ ing th e com mon ca rr ie rs , an d so ug ht  th e ir  p a r­
tici pa tion  i n a jo in t ven tu re  s tu dy  g roup .

RCA  an d Gen eral  Te lep ho ne  & Ele ct ro ni cs  elec ted to jo in  th is  grou p,  an d we  
ha ve  ha d som e ex pe rien ce  in di sc ov er ing way s in  whic h a jo in t ven tu re  ca n be 
st ru ctu re d  th ro ug h such  a jo in t group.

As you also  kno w,  in our  comp any co mmen ts in 14024 Lo ckheed  has ta ken  th e 
po si tio n th a t if  th e comm on carr ie rs  will  inde ed  proceed w ith  th e cr ea tion  of  a 
jo in t ve nt ur e fo r co nd uc tin g th ei r bu sine ss , Lo ckheed  will no t seek an  ow ne rshi p 
po si tio n.  Su ch  a po si tio n has  al w ay s been co ns id ered  se co nd ary by us.

O ur  de si re  is  to  part ic ip ate  in th e el ev at io n of  th e co mm un icat ions  har dw ar e.
Now we  a re  ve ry  mu ch  in te re sted , of  co urse , in th e ad  hoc co mmitt ee  which  

ha s been  su gg es ted.  W e be lieve  al so  it  is  th e  on ly  way  in  which  such  a jo in t 
ven tu re  ca n be  go tten  off th e grou nd , an d our p a rt ic u la r co ncern  is  th a t a t th e 
be ginn in g of  th is  j o in t ve nt ur e,  th e  t ec hn olog ical  re so ur ce s of  th os e wh o a re  be st  
qu ali fie d in th e sa te ll it e  bu sine ss  be  includ ed . W e do no t th in k th a t it  ca n be 
acco mplish ed  mos t su cc es sful ly  an d yo u ca nn ot  bri ng  to  bea r upon  th e  prob lem  
al l th e  know -ho w avai la ble  i n Uni ted S ta te s in dust ry  un less  th is  e ar ly  part ic ip a­
tio n is  a ccom plish ed .

I wou ld  re m in d you th a t one  th in g th a t we di scov ered  in ou r st udie s in th e  
jo in t ve ntu re  gr ou p which  we ha ve  ha d und er w ay  now sin ce  Jan u a ry  is  th a t it  
is  ex trem el y dif ficult  to  se par at e th e  bu sine ss  s tr u c tu re  from  th e op er at io na l 
st ru ct ure , an d I th in k th a t in to day ’s sy st em s th is  is something  w ith  wh ich  we  
are  a ll fa m il ia r.
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The way in which the  system operate s will inevi tably  affect the way in which 

it is s truc tur ed for busin ess an d regulat ory  purposes.
Th at is all.
The Chairman . Tha nk you.
Any question s?
Commissioner Craven. I would like  to ask one quest ion.
You suggest  that  part icip atio n by you r company and others in the  ini tia l 

go-around in the  comm ittee of ind ust ry?
Mr. Graham. Th at is rig ht.
Commissioner Craven. Would th at  be on a voting basis  or advisor y basis?
Mr. Graham. In our initi al proposals they  would be the results  of concluding 

th at  the best str uc tur e from a business regula tory  a nd legal point  of view would 
be a joi nt venture  by common carrie rs and  hardw are  companies. This would be 
on an ownership basis.

We h ave concluded subsequently th at  if the common c arr ier s will proceed im­
mediat ely with  the crea tion  of such a system, th at  we are  content to provide our  
services  th roug h competi tive procedures.

Commissioner Craven. I don’t t hin k you understoo d my question . I am ta lk ­
ing about this joi nt committe e th at  is being estab lishe d to study the  na tur e of a 
joi nt venture. As I understood you, you wan ted to par tic ipa te in the ear ly 
discussions.

Mr. Graham. No. I said we believe th at  it is impor tan t th at  the  know-how 
in ind ustry be avai labl e in those early discuss ions. I thin k this is complicated 
by the fac t th at  the  common carriers  all have  large hardw are  orga niza tion s 
associated with them. We don’t think  it  should be invented from scratch.

Commissioner Craven. In other words, your advice should be soug ht by the  
common car rie rs very ear ly in the game?

Mr. Graham. Yes, thi s is true, and it has  been sough t by RCA and General 
Telephone in the  joint venture  discuss ions which we have  had to date.

The Chairman. Do you think  the  way it should  be sough t is through com­
peti tive nego tiatio n on the acquis ition of ha rdwa re?  I wan t to be sure T und er­
stan d th e -----

Mr. Graham. Are you talking about partic ipa tion today or in the ear ly stud ies 
of th e ad hoc group?

The Chairman . Let us say an ad hoc comm ittee is formed, and now they are  
getting down to the business of deciding wh at actuall y to do. How do you thin k 
this Commission could best prot ect those who ar e not pa rt of the car rie rs,  who 
are  in the  hardw are  busin ess? Wh at would be the  mechanics as you see it ?

Mr. Graham. Well, it is our view th at  par ticipat ion  by the  ha rdwa re indus­
try  in the  ad hoc committe e would bring to bear  the  m ajor  am ounts of know-how.

Now whethe r you can get industr y to particip ate  in th at  comm ittee for free 
with out  some implications of fut ure  par tic ipa tion I c an’t a nswer t ha t.

Presiding Examiner. Any o ther  ques tion s?
Thank you.
Is  th ere  anyone else who would like t o speak at this ti me?
I wonder  then if we could now hear—if  the re are  any specific proposals from 

the  c arr iers . We have heard from you a ll now in genera l term s a lmut  your will­
ingness to pa rticip ate  as to a specific suggest ion, as to how you would like to 
tak e the  f irst  step.

Don’t be bashful.
Well, to pu t my question more specifically, do you want the Commission to 

call you together, or would you like to tak e some steps  on your own?
What we would like to do is give you some guidance, and we w ould like to find 

out wha t you thin k is th e most exp editious way to  proceed.
Mr. II artman. Mr. Chairman, my though t would be tha t, assum ing th at  we 

are  from an an tit ru st  stan dpo int free to meet, th at  the  co mmittee should he ap­
pointed by the Commission, at the l eas t the  companies to par tic ipa te should be ap ­
pointed by the  Commission, and th at  it  would be desir able  for a Commission 
member, a t leas t a staff member and the Dep artm ent  of Jus tice  member, to sit  in 
on it.

The Chairman. Th at  is the reason  I asked while  the  Dep artm ent of Jus tice  
is h er e; before we ta ke any fu rth er action, if you will  give us a view a s to specific 
par ticipat ion  by the Dep artm ent or the  Commission in a meeting of the  commit­
tee.

Mr. J ames. I thin k initi ally  it would be helpful at  leas t if the  Depar tme nt of 
Jus tice  and the Commission both par ticipated.  Wh at the form of th at  par ticipa-
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tio u wo uld  be and  how  it  wo uld be carr ie d  out  I do n’t know . We ha ven ’t gone 
in to  th at.

Co mm iss ion er L ee . Mr . C ha irm an , m ay  I as k a qu es tio n.
I am  fa m il ia r w ith  th e  ge ne ra l gu id el in es  th a t th e  D ep ar tm en t o f Ju s ti c e  h as  

pu t ou t w ith  re sp ec t to in d u st ry  c om mitt ee s. T h a t is, th e  c hai rm an sh ip  a nd  so on.
Do you  fee l th a t ad he re nc e to thos e pri nc ip le s fr om  an  a n ti tr u s t st an dpoin t 

wo uld  sa ti sf y th e D ep ar tm en t of  J u st ic e?
Mr. J am es . I th in k  th a t th a t is a goo d pl ac e to  st a rt . I th in k we  w an t to  

st ud y th is  mor e an d wor k w ith  th e Co mm iss ion  in  es ta bli sh in g  gu id el in es  th a t 
shou ld be fol low ed  he re .

Co mm iss ion er L ee . As I un de rs to od  th a t di re ct iv e,  it  was  a m att er of po lic y 
gu id an ce  ra th e r th an  a spe cif ic re qu irem en t. Is n ’t th a t ri g h t?

Mr. J am es . I th in k  th a t is  ri ght;  yes .
Co mm iss ion er L ee . T han k you.
Th e Cha ir m an . Mr. P o rt e r?
Mr. P orter. I ha ve  a b ri ef  su gg es tio n, Mr . C ha irm an .
As su ming  th e s ta tu s an d st an din g of  th e A m er ic an  S ec ur it ie s Co rp. —a nd  I 

th in k yo u m us t re co gn ize it —w e wo uld  p re fe r as  a m a tt e r of  la w  th a t th e  com ­
m it te e be se le cte d by  th e Co mm iss ion  w ith  ap p ro p ri a te  cl ea ra nc es  fr om  th e De­
p art m en t as  may  be  ne ce ss ar y.  And, fu rt h er.  I wo uld su gg es t th a t it  m ig ht  be 
he lp fu l if th e  Co mm iss ion  wo uld  als o, th ro ugh it s staf f, pre par e th e ag en da  fo r 
such  m ee tin gs  in  ad di ti on  to de si gn at in g th e  pe rs on ne l an d pe rh ap s,  in ord er  to 
ge t th e th in g off th e lu nc hi ng  pa d, pu t cert a in  dea dl in es  or  ta rg ets  or  tim e ta bl es  
in. O ur  peo ple  fee l th a t is a fe as ib le  an d pr ac ti ca ble  so lu tio n.  I off er it  fo r co n­
si de ra tion .

The  Cha ir m an . T ha nk you , Mr. P ort er .
Mr.  B ro ph y?
Mr. B ro phy. Mr.  C ha irm an , we wo uld  ag re e th a t th e  fi rs t th in g th e Co mm is­

sio n sh ou ld  do is  es ta bli sh  th e ob je ct iv es  as  I be lie ve  yo u ou tli ne d them  th is  
mor ni ng  so th a t th ere  wo uld  be gu id an ce  fo r th e  co m m itt ee  wh ich  you  ap po in t. 
W e al so  be lie ve  th a t th e  det er m in at io n of  ow ne rs hi p wh ich  has  been,  as  we  
un de rs ta nd it,  on ly su gg es te d in yo ur  fi rs t re po rt , is an  im port an t u lt im at e de ­
te rm in at io n to m ak e in ord er  to ge t th e g re a te st  am ou nt  of  ef fo rt fro m th e par ti es 
wh o will  u lt im at el y  be inv olv ed.

So it  wo uld  be our  su gg es tio n,  fir st,  th a t th e  ob je ct iv es  an d ch ara cte ri st ic s of  
th e sy ste m sh ou ld  be de te rm in ed  by  th e Co mm iss ion  as  th e gu id el in es  fo r th e  
jo in t in d u st ry  co mmitt ee .

We  wo uld  su gg es t th a t,  as  Mr . B ea rd sl ey  G ra ha m  of  Lo ckheed  h as  po in te d 
out, ba se d on  th es e ob jec tiv es , co ns id er at io n be  giv en  to th e  po ss ible co mm un ica ­
tio ns  sy stem s th a t m ig ht  be  used  sin ce  th is  ag ai n,  m ay  be im port an t in det er m in ­
ing  th e ow ne rh ip  an d op er at io n.  I t  sh ou ld  be  a m a tt e r fo r ea rl y  di sc us sion  on 
th e  ag en da .

We  be lie ve  th a t on ce  th es e ha ve  been di sc us se d,  as  I sa id  be fo re , th e  de te rm i­
na tion  of  ow ne rs hi p u nder  th e au sp ic es  of  th e  Co mm iss ion  an d th e  D ep ar tm en t 
of  Ju st ic e  is  im p o rt an t if  re al  pr og re ss  is  to  b e mad e.

Co mm iss ion er Craven . I wo uld  lik e to  as k on e qu es tion  of  th e ge nt le m an  wh o 
ju s t spo ke.

Do yo u mea n th a t th e  Co mm iss ion —a re  yo u ask in g  th e  Co mm iss ion  a t th is  
tim e to  m ak e a de te rm in at io n of  w h at sy st em  se em s to  be  b es t?

Mr. B ro ph y. W e do n’t  be lie ve  th a t yo u ca n de te rm in e ne ce ss ar ily th e  u lt im at e 
sy ste m in  te ch ni ca l det ai l,  Co mmiss ione r Cr av en , h u t we  do  be lie ve  th a t once  
th e ob je ct iv es  a re  ou tl in ed  an d th e  var io us pr op os ed  sy stem s th a t hav e bee n 
cov ere d in te st im on y be fo re  th is  Co mm iss ion  a re  la id  down  be sid e th e ob je ct iv es  
an d ch ar ac te ri st ic s,  th a t one of th e te ch ni ca l sy st em s m ay  ap pea r to  he mor e ap ­
pro p ri a te  to  ac co mplish  th e  ob jec tiv es  th an  th e ot he rs .

Co mmiss ione r Crav ens . We ll, do n’t yo u th in k  th a t is p re m atu re ?
I do n’t mea n st a ti n g  th e  ob ject ives  b u t a re n ’t w e supp os ed  to hav e some  ex ­

pe ri m en ta tion  fi rs t?
Mr . B ro ph y. Yes.  I be lie ve  th a t th is  sh ou ld  go al on g co nc ur re nt ly . B ut , 

sin ce  th e fo rm  of  th e  or ga ni za tion  m ay  de pe nd  to some  e xte nt up on  th e te ch ni ca l 
ap pr oa ch  th a t is  ta ke n, w e be lie ve  th a t th is  is  so m et hi ng  th a t sh ou ld  be  giv en  
ea rl y co ns id er at io n.

Co mmiss ione r Crav en. T ha nk  you.
The  Ch a ir m an . Well , on e m att er which  sh ou ld  he  in th e re co rd  : W e st il l 

ha ve  b ef or e us  a  pet it io n fo r re co ns id er at io n of  t he  fi rs t re po rt .
I th in k  a t th is  tim e th e  Co mm iss ion  wi ll ta k e  a re ce ss  fo r ab ou t 10  or 15  

min ut es , an d we  w ill  come  back  he re  an d  gi ve  you som e gu id an ce  as  to  th e n ex t 
ste ps .
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Mr. Kittne r?
Mr. Kittner. Mr. Chairman, if the  recess is for the  purpo ses of delib erati on 

in ord er to give guidance, I would app rec iate  being hea rd in connection with 
this ma tte r of the  committee  pri or to your  going out. Or is it  simply a recess 
af ter which we will resume disc ussio ns? Then, certainly , I hav e no objection 
to a recess.

The Chairman. I thin k you might proceed for a few min utes  on thi s if  you 
would like.

Mr. Kittner. I apologize for being in the  positio n of hav ing to delay  the 
recess, but  we have two points we would like to make. One is one th at  you 
have been good enough to make for me.

You mentioned the  fac t th at  the re is still  pending a pet ition for  reco nsid era­
tion. Second, if the re is an ad hoc c ommittee crea ted which is a gove rnme ntally 
sponsored  and par tici pat ed in committee , then we would wa nt the  rig ht to pa r­
tici pate in th at  committee.

We don’t ass ert  the  carr iers , wit hin  whatev er proper legal lim ita tions there 
are, can 't talk among themselves. Bu t if th is is something to be form ally spon­
sored and, in effect, be given imp etus  by the  Commission, we would like an 
opp ortunity  to part icip ate.

The nex t point  I would like to make, sir, is tha t, having listened, before you 
decide on wh at the  committee str uc tur e ought to be and wh at its  purp ose ought 
to be and how it  should  go about its  work, cer tain ly in thi s group of car rier s, 
pa rtic ula rly  the  American Telephone & Teleg raph,  the re has  been some seriou s 
cons idera tion as to wh at this ven ture  would look to, who would par tici pat e, 
how the par tic ipa tion would work, whethe r it  would be on a use basis, whethe r 
it should be a sep ara te corporate  enti ty, and  I would feel wit hin  the  scope of 
the  agenda you have outlined today, while those  of us are  here  who may or may 
not be operatin g und er limi tatio ns in the  fut ure , we are  not in a posi tion  to 
effectively determin e wha t the most constru ctiv e course might be on our  pa rt 
unless  we he ar something more specific tha n ju st  a general sugge stion th at  
people are willing  to part icip ate.  And, so I would requ est the Commission to 
ask of the car rie rs—and I would mention partic ula rly  the A.T. & T.—that  they 
sta te with  some degree of specificity at  lea st what the ir pre sen t thin kin g is 
with respe ct to the part icip atio n, the  na ture  of the  enti ty, so th at  we can have 
something in some deta il to work  with a nd to consider.

Tha nk you, sir.
The Chairman . I think, Mr. Kit tner, in respon se to tha t, the  Commission 

would reg ard  th at  as being the  next step. I don’t think we feel we have  gotten 
to th at  pa rti cu lar  poin t in our thin kin g here, bu t we will bea r th at  very much 
in mind.

All right , we will take a recess fo r a bou t 15 minute s.
(A t this point  a brief recess was take n, af te r which the  he aring was  re sum ed.)
The Chairman . Gentlemen, the  Commission would like to tha nk  each of you, 

both from pri vat e ind ustry and from  Government, for coming to our  meeting  
today. The Commission has found it  to be a most helpful  one, filled with  many 
con structive  a nd fun dam enta l points.

All of us here sha re the most urg ent  concern th at  the  objective of achiev ing 
a communication sat ell ite  system in the  public int ere st as quickly as possible 
will be done.

Now, we have  before us, as you know, a peti tion  for  reco nsiderati on which 
raises  some fundam enta l questions. We will act upon it expedit iously, con­
sist ent  with our procedures, and  we will also consid er the  s ignif icant  stat ements 
of policy of t his  morning.

We are  aw are  of the  need for  vigorous  action , and we ass ure  you th at  a 
fu rth er  Commission order as contemplated in our first rep ort  will be issued as 
soon as possible contin gent upon our actio n in facin g the  petit ion for  reconsid­
eration.

I should also like to add. in closing, th at  the  tra ns cri pt of thi s morning will 
be available to all of you. There have been nume rous inqu ires  from the  press, 
and the Commission has  decided to make it ava ilab le to the press. But, if any 
of you want copies of the  transc rip t, you may orde r them directly.

So again I say in closing we tha nk  you, and  the re will be a fu rthe r Com­
mission ord er forthcoming  contin gent upon our  decision on the  peti tion  for  
recon sideration .

Tha nk you so much.
(Whe reup on, at  1 1 :55 a.m., the hearin g was co ncluded .)
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NA TI ON S UND ER AGREEM ENT

Senator Young. 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 Brita in, France, Germany and Jap an—rather NASA has— 
with respect to the development of a research program, or research 
tests.

Senator Young. I)o you have any cooperative arrangements worked 
out with Russia on satellites?

Mr. Craven. We have not approached Russia as yet.
Senator Allott. I )o you intend to ?
Mr. (’raven. Well, I cannot answer that at the moment. It 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 lion  Curtain  nations.

Senator Magnuson. We are hopeful there are countries involved, 
of which Russia would naturally be one, and the satellite countries 
in the Russian bloc, would all lie 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.

I nt er n ati onai. T el ev is io n

Senator Allott. 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 th at term, in ternationa l 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 tha t 
television, due to the time difference, will be great. And T 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 broadcast stations of other 
nations.

Senator Allott. But it can be done?
Mr. Craven. There is nothing impossible in the realm of science, 

it is how practical it is and if you have the money.
Senator Allott. And just so that T understand your answer, as T 

understand it you have not precluded consideration of television at 
this time?

Mr. Craven. No-----
Senator Allott. You feel—and T may be wrong, T am tryin g to 

put  this in mv own words so that I know what we are saying—yoti 
feel tha t 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 used in the different 
countries ? Is th is correct ?
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Mr. Craven. Th at  is rig ht . An d as an eng ineer wi th a good many 
years ’ experience  and  some bi tter  c losed mind ins tances  in my youth , 
I know th at an ything  is possib le from a scient ific stan dp oint  if  you 
have  t he money.

Se na tor  Magnuson. Well, if  everyon e in the  world  had  the  same 
type  of  r ece ivin g set t his  could be done?

Mr. Craven. It  could be done, yes, s ir. Bu t it req uir es a very  larg e, 
heavy satell ite , and  it requir es a good  deal of pow er in the satell ite  
itself  or, on the  o the r han d, requir es a v ery  expensive procedure . Bu t 
I know t ha t it  is possible.

Se na tor Magnuson. Yes.
Se na tor Young. May I ask th is  quest ion : I f  the Ru ssians develop 

one system and  we ano the r, would there  be int erf ere nce in the ai r in 
rece iving?

Mr.  Craven. There  could be interf ere nce in the  air . Th at  would 
depend upo n the action of the  1963 conference wi th respect to the al ­
loca tions themselves. We hav e been an tic ipat ing pos sib ilit ies  of  th at  
sort.

U .S . TR IA L SYSTEM  POSS IB LE  BY 1963

But one th in g that  1 th ink rem ain s hopef ul fo r us is th at  from  a 
tech nological -ele ctro nic  s tand po in t, we ha ve a lit tle  a dvantag e, and  we 
can  demo ns tra te a nucleus system,  wha t we call a tr ia l system,  before 
1963 which will  convince all the o ther cou ntr ies—all  the othe r g overn ­
men ts in the  IT U  tha t ou r system  is a flexible one and a workable  one 
and  prac tic al  one. It  is possible  th at  I .S.S .R. tod ay,  w ith  th ei r high- 
booster power, could put in an “u neducated ’’ sat ell ite  from a rad io-  
electronic  sta nd po int, but the y sti ll will  have  to dem onstrate  to  the 
res t of the  world with  whom the y des ire to com munica te th at  it is 
wor thw hile . Th is take s two end s of the line. I cannot  say  th at  I  am 
going  to  c omm unicate with you unless you agree to establ ish  fac ilit ies  
to com mun icate with me. Tha t is tru e not only  of us, but it is tru e 
of the  U.S.S .R.

Se na tor Young. What I am tryi ng  to get at is, if the y had one 
typ e of system and we an oth er,  would  the re be a conflict, would eit he r 
one be able  to opera te successfully  witho ut interfere nce  in space?

Mr. ( 'raven. I doubt  it. But  based upon  my experience  wi th the 
Com municatio ns Ad mi nis tra tio n of the  U .S.S .R.,  we did not have such 
great  difficulty with  them at the Geneva C onference. When th ey want 
to com mun icate wi th someone they are  agreeable. I do not know 
whether th is should be on the  record or not.

Sena tor  Magnuson. Off the  record.
(Discuss ion oft' the  record.)

JO IN T  VEN TU RE

Se na tor  Allott. Mr. Cra ven , before  we proceed,  not to  get too fa r 
away  from your own comm ents,  you spoke about est ab lishin g a jo in t 
ven ture . Now as I underst and yo ur  rem ark s, th is means joint in the  
sense of NA SA  and  oth er Gov ernment agencies and  also— well Ch ai r­
man  Minow is shaking  his hea d at me but  I will finish my ques tion 
any way—a nd joint with pri va te firms who are dev eloping it. Is th is  
tru e or  not ?

Mr. Craven. No, s ir : it is no t. It is mv un de rs tand ing th at  th is is 
a joint ventu re of priva te eni ties  such as the  A.T.  & T.,  the  R CA , and  
several oth er int ern ational com municatio ns common carriers .
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Senator Allott. So it is joint in the sense tha t 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 tha t it is compatible with the antit rust statutes. And we have 
certain requirements at the present time which are spelled out tha t the 
joint  venture must assure equitable access on a reasonable basis to the 
use of the satellites and the satellite system.

INTERN ATIONAL CONTROLS

Senator Allott. Now you have answered that  and let me ask you 
this furth er 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. I expect the same principles tha t 
have been followed during the past several years, and in which we 
have negotiated treaties which set forth the right s 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 Allott. 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 you have already negotiated with 
the other countries on this matter?

Mr. Craven. Not on this matter, but on communication matters.
Senator Allott. On communication matters generally  ?
Mr. Craven. That is right.
Senator Allott. Now any agreements, or any control of this, as 

of the present state of th inking , would be entirely  upon the basis of 
bilateral or multilateral treaties or agreements with the countries in­
volved ?

Mr. Craven. Such as the  In terna tiona l 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, th is is merely another com­
munications system.

GENEVA CONFERENCE RECOGNITION OF PEA CEFUL US E

Now in tha t connection, we are assuming tha t inasmuch as these 
satellites are for peaceful purposes, there will be no objection whatso­
ever with respect to th eir use in orbiting. It  has already been recog­
nized, I think,  in the International Conference of 1959 at Geneva 
that the concept of satellite communications is recognized as a useful 
peaceful means of communication between all nations of the world. 
And I take that as a legal precedent.

Senator Magnuson. Of course 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’t it ?

Mr. Craven. 1 guess it could. I do not know very much about 
shooting.
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Senator Magnuson. Well, they can shoot them down. I do not know about jamming  and things of tha t sort, but I suppose tha t is possible.
Mr. Craven. Some of the systems are susceptible to jamming.Mr. Mi now. One of the big problems is tha t 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 are still orbiting around.

PR IN CI PA L MAN AG EM EN T ORGANIZATION

Senator Magnuson. Yes. Xow let me ask you this  question. With  this development, with all these priva te companies proceeding in this matter, and you have suggested a joint  effort, it has been my ex­perience with the highly competitive groups tha t are involved here tha t there is not going to be much of a jo int effort unless you appoin t some kind of a prime manager or something to b ring them all in under certain agreements. Who is going to take the lead, A.T. & T., RCA, General Electric, Lockheed, or who ?
Mr. Craven. In the formation of this joint venture, at the begin- ing, it is my contemplation tha t 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 spi rit  of the an titru st statutes.
I have discussed this thing  informally with several of the people involved, and I do not see any grea t problem in getting  rid of what I am going to call domination by a single company.

REGULATIO N PR IM E NE CE SS IT Y

Senator  Magnuson. 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 proper kind of program.
Mr. Craven. I think  it has been made clear and everyone under­stands tha t. Tha t is part  of the law at the present time.In addition to th at, we think the FCC will have to pass upon some of the technical characteristics which are proposed. Because tha t results in inte rnational negotiation.
Senator  Magnuson. Of course I  have had two or three of the com­panies come in, at least one of them, and suggest to me tha t they  were hopeful they could handle the thin g because they were already regulated.
Mr. Craven. I think I know who you are talking about. They have a petition for reconsideration before the Commission which will be disposed of no later  than af ter  June 19.
Senator  Magnuson. Well, they said they are regulated  now and therefore they knew about regulation.
Mr. Minow. To be precise, and to explain where we are in our proceedings, we issued a first repo rt and order saying, and it was unanimous, th at the joint venture should be limited only to the inter ­national carriers. Some companies th at are not carriers, princ ipally  General Electric, filed a petit ion for reconsideration of our  order say­ing tha t 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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PR EP AR AT IO N FOR 1 9 6 3  CO NV EN TION

Sena tor  M agnuson. Well, we won't  go into th at  because you have 
the  m at ter before you .

Now am I  to un de rst an d that  we all  have th is  problem  here, no t 
only  the Commission, the Congress,  an d ou r Government  and the  
oth er nations  invo lved , th at  we hav e to be rea dy fo r the 1963  
convention ?

Mr. Minow. It  is essent ial.
Senator  Magnuson. An d that  we ought to hav e, you should  have, 

sufficient fun ds  down the re,  or sufficient staf f wi thi n your  sect ion, or  
even addit ion al,  so th at  we will go to th is  confer ence as well prep ared  
as is poss ible.

Mr. Craven. I would l ike to add ress my sel f to that , Mr.  Ch airma n.
As the  c hairm an h as ind ica ted , the  Com miss ion has  honor ed me by 

desig nating me to  be so rt o f a “sp earhead” to g et th is th in g going . We 
have  drawn our team from the  various b ure aus of the  Comm ission, th e 
General  Counsel’s Office, the Common Car rier  B ure au, from the  Ch ief  
En gin eer's  Office, and  othe rs. These gen tlem en—they th in k I  am 
prett y much of a slave  dr iver—have been wo rking  nig hts . We  need 
help.

Senator  Aelott. I s that  unusu al ?
FCC SP ACE  TE AM

Mr. C raven. It  is  not unusual down at the  Com mission.
Mr. Minow . Not at all. However , it is unu sua l in th at  we have  

wha t we call a space  team , which is com posed  o f members  of the  d iffer­
ent bureaus involved , but  believe me, we have a mighty th in  staff' fo r 
the  mag nitude of  the  job.

Senator  B ridges. H ow closely do you wor k wi th the  space agenc ies? 
Mr. Minow . We have a day -to-day bas is rel ati onship with them . 

Com miss ioner Cra ven  is in ve ry close to uch  w ith  them .
Mr. Craven. I received a call th is  morning  and the y said they 

wan ted a conference thi s morning.
Senator  Magnuson. And they have a memorand um of agreem ent  

between them an d they are working very  close to gether .
ST AFF  FOR SA TE LL ITE COM M U NIC A TI O N  WO RK

Se na tor  B ridges. T)o you have  people assi gned from  y our staff, and 
do they have  people sim ila rly  assigned, or  what is the  rel ationship?

Mr. Craven. Yes, we do have a liaison . I  am liaison between the  
head, and  we h ave  two people  on ou r side  go to cor responding  peop le 
over the re,  one on the  legal aspects  and  the  othe r on eng ine ering  
aspects.

Mr. M inow . Ri gh t. And  at the  manag ement  level Com missioner 
Cra ven  and  I have met with Mr. Webb and  discussed th is  num erou s 
times.

Mr. F  ord. Mr. Ch airma n, it seems to me th at  it should be made 
clear th at  we do not have a staf f division or staff section  or  an ything  
of th at  sor t set up  fo r space alone because of the newness of  th e th in g 
and  lim ita tio ns  o f personnel. We hav e jus t ha d to dra w from every 
place  and t ake  em ployees off of  o ther  wo rk and  p ut  them on thi s. Bu t 
we do  not  have a spec ial staff  section  on thi s, and  it is som eth ing  we 
will have  to pr ovide  for.
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NE ED  FOR  AU GM EN TE D A TTE NTIO N OF STA FF

Senator Magnuson. I do not like to advise anyone on the ir organi­
zational work down there, hut it seems to me that some of these people 
who have been doing th is with their  other work, tha t as we get nearer 
to 1963 they should l>e drawn out and this should be thei r specialized 
work.

Mr. Minow. 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 thi s prob­
lem would be coming upon us, and it was not contemplated when our 
budget was prepared. Is that  ri ght ?

Mr. F ord. That  is right.  I think if we had known— Commissioner 
Craven a time or two has made a speech and has had to rewrite i t be­
cause 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, I am 
certain, as the chairman just  told you, we would have come up p rob­
ably with a program to set up a separate unit in our budget for this 
year.

RE QU ES T FOR PL AN OF STA FF

Senator Magnuson. Well if the committee members have no objec­
tion, I wish you would give us a plan, for the record, of th is sort, o f 
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 years 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. M inow. We will be pleased to do that, Mr. Chairman, and we 
will do it very promptly.

(The information referred to follows:)
As re qu es ted by  th e In de pe nd en t Offices Su bc om mitt ee  of th e Sen at e App ro­

pri a ti ons Co mmittee , th ere  is  set  for th , here in aft er,  th e  a ddit io nal  appro pri at io ns 
th a t wo uld  he re quir ed  by th e Fed er al  Com m un icat ions  Co mm iss ion  to  cope  w ith  
sa te ll it e co mm un icat ions  workloa d whic h has come  sh ar pl y in to  fo cu s duri ng  
th e r ec en t mon ths.

The  Co mm iss ion  has  been  co ns id er ing ho w it s  or ga ni za tion  could  be st  be 
modif ied  so as  to  prov ide the mo st ef fect ive prom ot ion of  sa te ll it e  co mm un ica­
tio ns  an d to de al  w ith  th e ma ny  com mon c a rr ie r re gu la to ry  prob lems which  wi ll 
co nt in ue  to ar is e.  W hi le  it  is ex pe cte d th a t a mor e de fin ite  org an iz at io n will 
evo lve  fo llo wing som e ex pe rien ce  in th is  field, it  wo uld he des irab le  to  es ta bl ish 
in it ia lly  a se para te  Sat el li te  Com m un icat ions  B ra nc h in th e In te rn ati onal 
Div isi on  of  th e Comm on C arr ie r B ure au  in ord er  to au gm en t th e pre se nt st af f 
now  wor ki ng  on ex is ting  fo rm s of  in te rn ati onal co mmun icat ions , incl ud in g 
ocean ca ble an d oversea radi o.  I t wo uld  al so  be  ne ce ss ar y to  ad d se ve ra l en gi ­
ne er s an d a tt o rn eys in  th e Office of Chief  E ngi nee r an d Office o f Gen eral Co unsel , 
re sp ec tiv ely,  so as  to  de al  eff ec tiv ely  w ith th e re la te d  an d co or di na te d sa te ll it e  
ac ti v it ie s in th os e tw o offices.

Such a st re ngth en in g of  or ga ni za tion  wo uld pr ov id e th e man po w er  so so re ly  
n p e < 1p<l to de al  w ith  th e man y prob lems as so ci at ed  w ith  th e be ginn ings  o f sa te ll it e 
co mmun icat ions . Also,  w ith such  an  ad dit io nal  co re  of  pe rson ne l it  wi ll be 
po ss ible to  de ve lop th e  pr op er  wor king  re la ti ons w ith  fo re ign go ve rn m en ts  an d 
to  p re par e ad eq ua te ly  fo r fo rthc om in g in te rn ati onal co nfer en ce s so th a t th e 
U ni ted S ta te s w ill  be in a po si tio n to  pre se nt  it s  view s ef fecti ve ly  an d fo rc e­
fu lly . The  a dd ed  st af f wo uld  al so  en ab le  th e  Co mm iss ion  to  co or di na te  t he  m an y 
sa te ll it e  act iv it ie s w ith  ot he r go ve rn m en ta l ag en cies  wh o are  al so  co nc erne d 
w ith  th e prob lem .

71036— 61-------16
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Add itional  requirements, fiscal 1962, fo r satellite comm unications

Posit ion s Amou nt

Per son nel co mpensat ion :
Com mon Ca rri er  B ur ea u________ _______ __________________________ 12

3
3

$111,030
26,885
26,885

Office of Chief En gine er .......... ............. ......... - . ........................  .
Office of G enera l C ounsel___ ___________ _______ _________ _________

To tal, personne l c om pensati on___________________________ ______ 164,800
12,000
35,000
22,700

Perso nnel benef its ................ .................................. ......................................................
Tr av el _____________ ____________ . _________ __________ ______ ________
Other ob ligations_______________________ _____ ___________ ____ ________

To ta l.................... ............ . .......................................... .............. ......................... 234,500

Senator  Magnuson. I  th ink you  can  st ar t slowly, bu t I th in k you 
oug ht to be moving tow ard  th is thing .

Mr.  F ord. Th ro ug h the  developments in  the ad hoc com mit tee we 
have  set up,  I  t hi nk  we have  gone as fa r and as fast in th at  a rea  as we 
can at  th is p oin t.

Senator  Magnuson. Now I un de rst an d,  wi thou t going  into the 
facts of the  case, th at  you are  moving, Mr . Ch airma n, on ma kin g a 
decision in th is  pa rti cu la r mat ter, ge tti ng  the m tog eth er------

Mr. Minow. We  reg ard th is as the No. 1 pr io ri ty  item  on ou r 
agenda. Ev ery day, as fa r as we are  concerned, is prec ious . We  all  
tlii nk  th is is the most im po rta nt  wo rk we have.

EFFECT OF HO US E ALL OWA NCE

Senator  Magnuson. Now if  we acce pted  the  Hou se cu t on your  
budget,  it wou ld have to be sprea d th ro ug h the  whole  organiz ati on  
in salaries and expense, or is there  any one pa rt icul ar  way th at  you  
would handle  that  ?

Mr. Minow. Well , it is, fro m our po in t of  view, even more dis ­
coura gin g because when the  house passed its  ap prop riat ion the 
thou gh t was they would give us 50 more people. However , I  am 
advised by ou r staf f th at  in orde r to get  the kin d of  p eople we need , 
and  these are  tech nical jobs and pro fes sio nal peop le, the bes t we can  
do is get  38 people . W ith  th is we cannot keep  up wi th the load  and 
the  problem s th at  face us.

Se na tor  Magnuson. Well the  Ho use  commit tee allow ed 20 ad di ­
tion al peop le f or  the Broad cas t Bureau.

Mr.  Minow . Ri gh t.
Se na tor  Magnuson. An d the  presen t budget call ed fo r 24 ad di ­

tio na l jobs. Now, it  h as always been my opinion th at  when you ta lk  
about ad ding  people fo r the  va rie d am ount of work th at  you do 
down the re,  you should not  pinp oint  where you are  go ing  to  use 
them . You migh t need five h ere or  four  the re,  or vice versa.

NEED FOR FLEXIBILIT Y IN  PER SONNEL PLACEMENT

Mr.  M inow . I  wou ld urge th at  we be giv en as much flex ibi lity  as 
possible in t ha t. As  you know, we a re fo rtu na te  in havin g at  our  sid e 
of th e table tod ay you r old counsel o f your comm ittee , a nd  i f you wa nt 
to hear fro m Ke nn eth  Cox abo ut the problems of  the  Broadcast  
Bu rea u------
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Senator Magnuson. I think, generally speaking in th at part icular 

case, t hat  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. Minow. Exactly. There are more and more users of the non­
broadcast 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 people. Compared 
with the  larger  agencies and bigger budgets you deal with here, this, 
I am sure seems very minor, but to us even a few people is a matte r of grave concern.

Senator Magnuson. Now your budget is $1 million less than  last year.
Mr. Minow. That  is because of our UH F testing, sir.
Senator Magnuson. Yes ; but it is still down.
Mr. Minow. They asked us to add three hearing examiners-----

Safety and Spec ial  R adio Services W orkload

Senator Magnuson. Let me ask you, on safety and special radio 
services, I  do no t 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 departm ent 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 . Even the other departments,  the Fores t Service and things of tha t kind.

How are you coming down there since you have been in on ex­
pediting  these applications, or  is th is ge tting  more bogged down?

Mr. Minow. I fear to say 1 think  we are not quite holding our own; it is probably a little worse.
Mr. Plummer is here and can speak on this.
Senator Magnuson. Tell us, Mr. Plummer.

BACKLOG

Mr. P lummer. We are running about an average of an 8 week 
backlog at the moment. When I say average, we deliberately trea t 
some service differently than others. We give better service, faster  service, to aviation, marine, and public safety.

Senator Allott. Will public safety include police?
Mr. Plummer. Police, fire, highway maintenance, anything to do 

with municipalities and States. Whereas, in citizens radio, amateur  
radio, we let the backlogs pile up. The others are in between. But it averages out about 8 weeks’ backlog at the moment.

Mr. Minow. H ow many did you have this year  ?
Mr. P lummer. We are running  at the rate of about 400,000 licenses a year at the present moment.
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BII .I.  RELATIV E TO REN EW ALS

Senator Magni son. 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 expedit ion of 
this?

Mr. P lummer. 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 tha t part icular 
day, whereas if that  bill is passed we could process them when they 
come in. It would be a little help.

Senator Magnuson. Sometimes they would not have to appear 
twice.

Mr. P lummer. It would get rid of a sort of process, let us say, 
where we have to sort them, pile them and wait un til that date comes 
along.

Senator Magnuson. Is tha t primarily  manpower that  is your 
problem ?

SE ASO NAL  CH ARACTE RIS TIC S

Mr Plummer. AVell at the present moment the theory of this budget 
is to run with a backlog because of our seasonal characteristics. 
You mentioned it a while ago, that  in the spring  everyone wants a 
radio for their  boat, and the firemen and so on, whereas in December 
the number of applications drops oil'. 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. Minow. To get good help to conduct a lot of this work we set 
up an office in Gettsyburg and they do tu rn out a lot of this work.

Mr. P lummer. It  is largely a clerical operation and we have diffi­
culty getting  clerks. But we can get them in Gettysburg.

Senator Magnuson. Yes. Because a lot of this work does not have 
to be done right here in Washington, it can be dispersed a little  bit.

AD DITIO NA L JO BS FOR 1 9 6 2

Now there was one other th ing I was going to ask. You anticipated 
50 additional jobs. Am I correct in that ?

Mr. Minow. That is right, Mr. Chairman.
Senator Magnuson. And when you look at the House budget, or 

the 1 louse report, you end up with how many ?
Mr. Minow. Thirty-e ight.
Senator Magnuson. So you are thinking in terms of 12 more with 

some flexibility in the 20 additional ?
Mr. Minow. That is right.
Senator Magnuson. And of course you will probably use a lot of 

those in the Broadcast Bureau anyway, but you want to move them 
around ?

Mr. Minow. We would like to be able to move them where we need 
them.

Senator Magnuson. That is right.  I have no fur ther questions. 
Senator Allott.

Senator Allott. Mr. Chairman, I have two maters I would like to 
go into.
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Senator Magnuson. 1 have a lot of questions 1 would like to ask 
the FCC,  but 1 think th at maybe the Appropriat ions Committee is not 
the place. We will catch them upstai rs once in a while.

Mr. Minow. We are going to be there June 28, Mr. Chairman.
Senator Allott. Some of these I will probably touch on.
Senator Magnuson. Tha t is all right,  you people can do i t here. I 

have been doing it for so long now I know the answers.
Senator Allott. Mr. Chairman,  you are acquainted, and I am sure 

have read, the report  of the Senate Appro priations Committee last 
year on the FCC?

Mr. Minow. Yes, sir.
I nve st ig at io n op  B roadca st Sta ti ons

Senator Allott. Mr. Chairman, this is just a short thing  on page 
5 and I would like to put this in the record.

. . . the committee  recommends res tora tion  of $200,000 to provide a total 
amount of $13,135,000, which  is $365,000 below the budget estim ate, as well as 
an incre ase in travel  limitat ion  of $28,000 to provide a tota l of $172,000. This  
restora tion  is for the purpose of enlarging  the  act ivity of inves tigat ions of 
sta tions as to technical and legal requi rements, and the  committee directs that  
in no way are  such fund s to be utili zed in any func tion remotely approaching  
censorship.

RE SU LT S OF INVE ST IG AT IO NS  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. Minow. Well, I would like to answer it generally, and then with 
your permission call on Commissioner Ford, who I think is more fa ­
miliar with it.

I think there was some fear  among the broadcasters tha t this di ­
vision was going to interfere unnecessarily wi th their  day-to-day op­
erations. I do not think this has been borne out at all by the facts. 
Indeed, in a cer tain number of instances where our people have gone 
to investigate the place, it has ended up with the broadcasters than k­
ing us for calling certain matters to the ir attention.

Now, to give you one example, either in Minneapolis or St. Paul 
there was a station broadcas ting with too much power at a certain 
hour, using his daytime power a t night. This was called to our atten ­
tion and as a result we institu ted a proceeding and institu ted the first 
fine of $10,000 pursuant to the statutory powers Avhich were given us 
by the Congress last year. This is one example.

There are other examples I 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. Kenneth Cox. It  is runn ing now about 20. and this is some 

8 under the original plan.
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PURPOSE OF INVESTIGATION

Mr. F ord. We ll, the  genesis  of  th is th ing,  as you know, was th at  
the  Commission had been cri tici zed  very severely fo r not. kno win g 
wh at was going  on in the  i ndustry . An d th e reason we d id  not know 
was we did  not hav e anyone to find ou t fo r us. Th e Congress gave 
us th is  un it,  or  the money  fo r th is  comp laints  an d com pliance  unit. 
The y have  con duc ted,  and we will  get  to the sta tis tics, any  numb er 
of inv est iga tions du rin g th is ye ar  and have done  it  thoro ughly . I 
would say th at  almost all of these inv est iga tio ns  end  up  wi th the  
reco mmendation th at  the  inv est iga tion be ter mi na ted . In  othe r 
words, we get  a com pla int—we have been ge tti ng  them and ju st  st ack­
ing  them up a nd  th at  w ould  be the  en d of the com pla int , so we would  
wr ite  the  stati on  or  somethin g o f that  so rt. Now we have a un it  whose  
res ponsibil ity  it  is to look af te r tho se com pla ints . So th at  when the  
Commission  files one of  those com pla int s an d takes n o action, it  kno ws 
wh at it is d oing. We have  a complete record  o f the  i nvest iga tion.

In  some inst ances, I  th ink there are  one or two,  we hav e ac tua lly  
sta rte d pro ceedings on revoca tion  because of  the  evidence  developed. 
Then we hav e othe r inv est iga tions whi ch are in the  process.

VALUE OF INVESTIGATION

Now, the  fun ds  o f th at  gr oup have been qu ite  l imited and there has been some delay in com ple ting  inv est iga tions.  The reason fo r th at 
is th at  if  there is, fo r insta nce,  a tr ip  to be made to New Yo rk  or 
some othe r section of  the  country , we hav e to save up  in or de r to 
conserve on the  tra ve l fun ds and tr y  to do th is ju st  as economically 
and get  the  most ou t of our money as it  is possible to do. An d as a 
res ult  we have not been able to com plete some of  these inv est iga tions 
as quickly  and as prom ptl y as we sho uld  complete them, or  wou ld 
complete  them  if we had  a dd itional fund s to  handle  it .

But  we are  ge tti ng  expe rience in th is group. I th ink we are  sti ll 
undergo ing  some grow ing  pa ins  in tech niques  and methods of con­
du cti ng  these invest iga tion s, so th at  th e Commission has  a lit tle  bet te r 
idea of the  methods of  asse mbl ing mate ria l so th at  when it  is turned  
over to the  Tr ia l Sec tion  it is in much more usab le form . A lo t of 
these t hing s are  st ill  in the  process.

Now in bu ild ing  th is un it has  been necessa ry to tran sf er  some peo ­
ple fro m othe r sections of the  Commiss ion. Because, whi le it  ap ­
pea red  in the beg inn ing  th at  wi th th is  ad dit ion al  amount of  money 
we were go ing  to be able to go out and recrui t staff inv est iga tor s, 
th is pra ctice , and one of the  reasons is the shrinkage  in the figures 
between 50 and 38, and costs go up  an d you  can not  get  as ma ny peo­
ple  as you th ink you  can get  a t the  tim e you are  ma kin g the  stat e­
men t. So th at  on the  whole it seems to me th at  th is un it has given 
us a mean s whe reby the  pub lic com pla int s as to wh at is goi ng on are  
being given att en tio n by the  Com miss ion and  are  being inv est i­
ga ted —the serious  com plaints . Th ey  are  weeded out and the  ones 
th at  are  not serious  and which are obviously on thei r face  fro m dis ­
grun tle d person s o f one sort or  anoth er,  we can pu t aside.
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QUESTION OF CENSORSHIP

Se na tor Bridges. Have you live d up  to the  cen sorship pro vis ion  
of  t his  com pletely  ?

Mr.  F ord. I do no t th ink there is any  question about th at . We 
have ha d actua lly , maybe, one or  two  com pla ints abou t overzealous 
inv est iga tor s, and th is will happ en  in the beg inn ing , in the  develop­
ment of  techniqu es. How ever, we go t those  str aigh tene d ou t very 
qui ckly and on the  whole  I  tn in k there have been ju st  rel ati ve ly 
min or,  one or  two,  instances . Other  than  th at  it  has  opera ted  very 
smo othly and I th ink h as been hig hly  successful.

LIMITATIONS OF INVESTIGATIONS

Se na tor  Allott. Mr. Fo rd ,you  wi ll recall,  an d I  do not believe there 
is any  pur pose to be served by reh ashing  all of  the  elem ents  of th is,  
which we wen t int o last  yea r, but you will recal l it  was the  positi on 
of the com mit tee th at  th is be lim ited very str ic tly  to  technical  and 
othe r vio lations  ra th er  th an  any  lim ita tio n with respec t to prog ram­
ing  un less,  of course— and  we g ot into t hi s, too—w here you ge t a  si tua­
tio n where  som eth ing  is abs olu tely  di sta ste fu l and obnoxious . An d 
th is is a fine th ing,  where som eth ing  is rea lly —well, say excessive 
swear ing  or  som eth ing  of th at  sor t. But  you will reca ll th is was the  
gen era l dis tin ction  that  was made . I have  had no comp laints  to my 
office, and I will say th is  very  fra nk ly , abo ut the opera tion of th is 
section . But  on the  oth er hand , since it has  only  been 1 year,  I  do 
not wa nt at  th is time to leave th is  mat te r wi tho ut being sure th at  we 
reemph asize and  point  up again  all of the  conclusions and discussion 
we had  las t year  as to the  purpo se of th is section . An d I  am sure , 
from the  fact  1 hav e not ha d any  com pla ints on it, th is  is the basi s 
upon whi ch you ap pa rent ly  have ope rated.

Mr. F ord. I th ink we were very conscious of  th e pos ition th at  Con­
gres s took  with respect to th is  matt er . We have opera ted  ra th er  
cau tiously and  ye t at  the  same tim e I  th ink very effec tively .

Se na tor Allott. Bu t it  has pe rm itt ed  you to get int o t hes e are as of 
tech nical vio lations , a good example of  which would be the sit ua tio n 
('h ai rm an  M inow  jus t men tioned of  the Min nea pol is sta tio n,  I  believe. 
Th is  has enabled  you to get into th is  area and  clean up  qu ite  a few.

RECORD OF COMPLAINTS

Now, cou ld you pro vide fo r the  commit tee some rec ord  indic ati ng  
the  numb er and  na ture  of the comp laints  hand led  by th is  div ision in 
the past year,  and th ei r dispositi on?

Se na tor  Magnuson. We ha d th at last  yea r. Ju st  br in g it up to 
dat e.

Sena tor  A llott. Brin g it up  to  date .
Mr.  Ford. We will be gl ad to fu rn ish,  I  am sure , a sta tis tic al  b reak ­

down on the  opera tion of t he unit.
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(The information referred  to follows:)
Complaint report

I. Tota l complaints received :
Sept. 23, 1960, through  Dec. 31, 1960-----------------------------------1 1,141
Janu ary 1961___________________________________________  593
February  1961----------------------------------------------------------------  805
March 1961____________________________________________  1, 0-14
April 1961______________________________________________ 750
May 1961______________________________________________ 1, 211

Total________________________________________________ 5, 544
Rodeo le tte rs (see footnote  1)-------------------------------------------  1,271

Total________________________________________________  6, 815
Let ters  received in response to Chairm an’s speech 2--------------- 3, 843

U ra n a  to ta l__________________________________________________ 10, 65 8
II.  Breakdown by subject of the 5,544 complaints receiv ed:

Programing (included  here are  complaints with  regard to pro­
gram balance,  objectionable programs, profani ty, program 
cance llations, and  rel igious programing,  in addition  to genera l
complaints again st program qu al ity )_____________________ 1, 782

Included in the  programing to tal  of 1,782 are  504 complaints 
of excessive  crime and violence on television.

Pol itical and cont roversial  (inclu des complain ts of slan ted news
or rem arks and  edi tor ial izing)_________________________  386

Quali ty of commercia ls (inclu des complaints of lotter ies, false 
and  misle ading adver tising,  underwe ar, tobacco, and liquor  
commercials, etc.) ____________________________________  549

Excessive number and length  of comm ercial s_______________  241
Inquiri es as to Commission's rules, etc_____________________ 478
Lau dato ry mail  (largely  from civic and  eleemosynary agencies

in recognition of publicity, etc.) _______________________  570
Sta tion  prac tices (includes complaints of business practice,

contests , publicity gimmicks, lax  operations, etc .)__________ 344
Payola (allega tions of payola prac tices and correspondence rela­

tive to the Commission’s payola inqu iry of December 1959)_  95
Technical and nontechnical inspection report s from Field  En­

gineering and  Monitoring Bureau (handl ing of these repo rts 
involves ana lysi s of each, and  where appropriate, correpond- 
ence or other action looking tow ard  enforcement of Commis­
sion reg ula tions) _____________________________________  753

Miscellaneous___________________________________________ 346
II I.  Outgoing co rrespond ence:

Congres­
sional

To stations General Tota l

September I960............. 3 12 61 76
Octob er ....... . .........  ......... 27 123 201
Novemb er....... . ........... ... 17 36 80 133
December_______ _________ 14 46 124
Jan uary 1961_______________  _______ _ _ 18 37 69 124
February ............................ 26 38 55 119
M arcli .......... 61 208 295
ADril__________________ 15 27 189 231
May ________________ 17 62 ’ 348 3 427

T o ta l . . . .......... 163 388 1,179 1,730

1 T his  fig ure does no t includ e 1,271 le tt e rs  rece ived  pro te st in g  NBC’s bro ad ca st  of a 
na ti onal ch am pi on sh ip  rodeo on Nov. 13, 196 0. Of th es e le tt er s,  th os e fro m gr ou ps  an d 
or gan iz at io ns were an sw er ed  by a sp ec ia lly  pre par ed  fo rm  le tt er .

2 A sp ec ial  pro je ct  fo r th e an al ys is  an d an sw er in g of  mai l rece ived  in re sp on se  to  th e 
C ha irm an 's  NAB  spe ech  is be ing ca rr ie d out  by th e Com pl ai nt s Bra nc h with th e as si st ance  
of volu nt ee rs  an d su mmer  cl er ical  help.

3 These figures include 215 form letters  sent ou t dur ing  the month of May. Previous months’ tota ls 
do n ot include form le tters, since May is the 1st month for which an accurate count was kept. It  is e sti­
mated t ha t prior to Ma y at least several hundre d form let ters  were sent out.

N ote.—These tota ls do not include form lette rs sent in answer  to the  rodeo mail or those being sen t in 
answer to the Chairman’s speech mail  (see footnotes 1 an d 2 above).
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Com pl aint s Resul tin g in  F ield  I nvestig ation

1. Complaint alleged th at  tre asu re hunts had been rigged by stat ion in th at  
prizes had not been hidden  unti l the  las t day of each of two promotions. Field  
inve stiga tion in August 1960 reveale d evidence th at  the tre asu re hun ts were 
rigged and also th at  other cont ests sponsored by sta tion  were questionable. 
Proceedings  for revocati on of license were institu ted  on November 3, 1900.

2. Complaint by form er employee of southe rn sta tion th at  contest was rigged 
by using  as lucky numb ers for high cash award s numbers which had not been 
issued to public. Field inves tigat ion (not yet completed)  developed evidence 
th at  contest was in  fa ct rigged.

3. Complaint by form er employee alleged that  licensee had submitted falsified 
logs in connection with  renewal application  and complaint  by Bet ter Business 
Bu rea u alleged th at  sta tion  was selling and charging  for more spot announce­
ments than it could deliver. Field  investigation,  not  yet completed, has  de­
veloped evidence th at  falsified  logs were filed, and th at  sta tion bad policy of 
overcomm ercializ ation.

4. Complaint by comp etitor th at  stati on was  broa dcastin g obscence, vulgar, 
and  indecent rem arks  by diskjockey. After  rep resent ativ e of stat ion  listen ed 
to tap es of program , diskjockey was  fired and licensee sta ted  he had had  no 
prior knowledge of na tur e of program material . Field  inves tigat ion (Au gust 
196 0) developed evidence th at  l icensee did have knowledge. Hearing on renewal 
application ha s ju st been completed.

5. Complaint alleged th at  false state men ts as to crim inal  record were made 
in applica tion. Field  inves tigat ion revealed th at  the re had  been concealment 
and also that  false stat ements had  been made as to consummatio n of contrac ts 
for sale of stock interests. Proceedings for revoca tion of const ruction perm it 
are  in progress.

6. Complaints that  applica nt for  assignment of license was  acting as owner 
prior to Commission approv al. Inve stiga tion  developed no sub stan tial  evidence 
of pre ma tur e transf er,  but  th at  employees of assignee were becoming ac quain ted 
in the  area , and th at  assigne e was  selling time for sta tion subject  to approval 
of assigno r, a s age nt of licensee.

7. Complaint (magazine article,  forwa rded  by pu blisher in advance of publica­
tio n)  th at  acts  in audience par ticipati on show were  rigged. Inve stiga tion 
disclosed th at  rigging  took place in 1956, withou t knowledge of produc er; th at  
wr ite r had not been employed by producer since disclosure in 1956, and th at  as 
a res ult  of quiz show hearing s procedures had been adopted to prevent rigging.

8. Compla ints th at  Pacific coast  stati on was pres enti ng rigged  contests. Field  
inve stiga tion did not develop a ny basi s for allegations .

9. Numerous complaints th at  payola  is being cur ren tly  prac ticed  in several 
widely sepa rate d cities. Field  investiga tions  have  developed information indi­
cat ing  th at  payola is not dead. However, findings are not conclusive and fu r­
ther  inves tigat ion will be und erta ken  when investi gators  ar e available.

10. Complaint of un auth oriz ed tra ns fer of co ntrol of C alifo rnia  station. Field  
inve stiga tion  (j ust  completed)  indicate s th at  the re was in fa ct  an unau thor ized  
tra nsf er.

11. Complaint of unautho rized tra nsfer  of control of New Mexico stat ion.  
Fie ld investigat ion (j ust  comp leted ) indicates no tra ns fer of control  took place.

12. Complaint  of unautho rized tra nsfer  of control of Tennessee  stat ion.  
Fie ld investigat ion (not yet comple ted) indicates th at  the re were severa l un­
author ized  tr ansfe rs duri ng the last  2 years.

13. Complaint th at  book revie wer is demanding and  receivi ng money for  a 
fav ora ble  review on br oadcast  progra m. Field  investigatio n developed evidence 
th at  complaint has sub stantial basis, but  staff shor tage s have prevented 
follow up.

14. Complaint th at  applica nt made false  stateme nt as to criminal record. 
Investi gat ion  reveals th at  false stat ement  was made as to convictions  and also 
th at  fal se state men ts were made in financial stateme nts.  Inve stig atio n not yet 
completed.

Com pl aint s R eceived, but  I nvestig ation Not Begun

1. Compla ints received in late  April and in Jun e 1961 rais ing questions  of 
ch ara cte r qualif ication s of an applic ant. A field investiga tion  will be under­
take n ns soon as  possible.
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2. Com pl ai nt s th a t an  in di vi du al  has  hi dd en  ow ne rs hi p in se ve ra l st at io ns.  
In div id ual  h as  ad m it te d  se ve ra l in st an ce s of  co nc ea led ow ne rshi p,  b ut st ra w  
man  in one in st an ce  has de nied  th e al le ga tion . Com pl ai na nt s in si st  th a t in ­
di vi du al  ha s no t re ve al ed  all  hi dd en  in te re st s.  In ve st ig at io n has  been  de la ye d 
in th is  ca se  be ca us e of  co st of  tr av el  an d st aff  lim it at io ns . W ill be under ta ken  
as  soo n as  p oss ible.

Th e fo llo w in g is  a sa m pl in g of  si tu a ti o n s co mi ng  to  th e  a tt en ti o n  of  th e 
Co mpl ain ts  Bra nc h in wh ich  th e B ra nc h wo uld  ha ve  rec om me nd ed  field in ves ti­
ga tio n by th e  C om pl ai nt s an d Co m pl ia nc e Div is io n ha d th ere  been  sufficie nt 
fu nd s an d st af f in ve st ig at or s av ai la bl e.  In  cert a in  ca se s th e B ra nc h has  pr o­
cee ded  w ith  th e  ca se s by me an s of  co rres po nd en ce , even th ou gh  field  in ve st ig a­
tio n wo uld  ha ve  be en  pr ef er ab le . In  o th er  ca se s, th e m at te rs  re m ai n un re so lv ed  
a t th is  tim e. In  vie w of  th e fa c t th a t th es e ca se s ha ve  no t been  clo sed , st at io ns 
wi ll no t be iden tif ied  by call le tt e rs  or  loca tio n.  I t sh ou ld  be em ph as iz ed  th a t 
th es e br ie f fa ctu al su m m ar ie s a re  b as ed  on al le ga tion  rec eive d an d do no t a t th is  
tim e re pr es en t co nc lusio ns  by th is  B ra nc h as  to  th e ir  tr u th  or  fa ls it y .

S ta ti o n  No. 1.— Se riou s al le ga tio ns  of bias ed  co m m en ta ry , es pe ci al ly  d uri ng  t h e  
m id ni gh t to  da w n ho ur s,  ev iden cing  a la ck  of  lic en se e co nt ro l. A dd iti on al  al le ­
ga tion  th a t co mpl et e co nt ro l of pr og ra m in g is  m ai nt ai ne d by ab se nt ee  ow ne r 
in a d is ta n t cit y.

S ta ti o n  No. 2.— Alle ga tio ns  of  fr au d u le n t co nt es ts  an d pr om ot io ns  an d se ri ou s 
te ch ni ca l ru le  vi ol at io ns . Cha rg es  in cl ud e re bro ad ca st in g of  ne tw or k pr og ra m s 
w ith ou t ne tw or k au th or iz at io n.

S ta ti on  No. S.—Alle ga tio n of  fr au d , su bm it ti ng  fa ls e pr og ra m  log s to  th e 
Co mm iss ion , ex ce ss ive co mm erc ial ism , fa ls e and  m is le ad in g ad ve rt is in g,  fa ls e 
pr og ra m  log en tr ie s,  e tc.

S ta ti o n  No. Jf.—Se riou s al le ga tio ns  of  fa ls e log  en tr ie s mad e a t th e  di re ct io n 
of  t h e  lice ns ee  ow ne r.

S ta tion  No. 5.— S u bst an ti al  co m pl ai nt s al le gi ng  th a t pe rson ne l a re  re ce iv in g 
“p ay ol a, ” th e  st at io n  has  br oa dc as t fa ls e an d m is le ad in g ad ver ti si ng  an d has  
co nd uc te d fr a u d u le n t co nt es ts  of fe rin g hu ge  pr iz es  wh ich  w er e ne ve r aw ar de d.

S ta ti on  No. 6.— Alle ga tio ns  actu a lly  in vo lv in g se ve ra l sp ec ia lty st at io ns in  a 
la rg e  m et ro po li ta n a re a  to  th e eff ec t th a t co miie tit ion am on g them  is ca us in g 
ra pi d de te ri ora tion  of  ser vic e. A cr im in al  co u rt  ca se  ci ting  an  ex am pl e of  th e 
ex is ti ng  si tu ati o n  w he re in  a sa le sm an  fo r on e st a ti o n  h as ac cu se d th e sa le s 
m an ag er  of an o th er st at io n  of  ass au lt  an d b a tt e ry  all eg ed ly  pro vo ke d by  th e 
inva sion  by th e sa le sm an  of  th e  s al es  te rr it o ry  “r es er ved ” by th e  s al es  m an ag er’s 
st at io n.

Th e ab ov e ca se s a re  ci te d as ex am pl es . I t  is  co ns er va tive ly  es tim at ed  th a t a 
mi nimum  of  th re e  or fo u r ca se s per m on th  com e to  th e at te n ti o n  of  th e  Co m­
pla in ts  B ra nc h which  it,  if  st af f an d fu nds w er e av ai la bl e,  wo uld  ha ve  reco m­
me nd ed  fo r field  in ve st ig at io n.  I t sh ou ld  be po in te d ou t th a t a co mplete  li st  of 
su ch  ca se s is  dif fic ul t to  com pile, in as m uc h as  th e  B ra nc h w as  m ad e aw ar e of  
th e st af f li m it at io ns  in  th is  re ga rd  " 'n r  th e  o u ts et of  it s op er at io ns . Co nse ­
qu en tly , th e pr of es si on al  staf f of  th e B ra nc h,  ac ce pt in g th e fa c t th a t field  in ­
ve st ig at io ns  w er e not  po ssi ble , ha ve  giv en  li tt le  co ns id er at io n to  th e ir  ad v is a­
bi li ty  in  p a rt ic u la r ca se s.

DANGER OF CENS OR SH IP

Se na tor  Allott. Th is has  pa rt ic ul ar  emphas is because of  the sta te ­
men ts of  yo ur  chair ma n—and I presum e the  In te rs ta te  and  Fo rei gn  
Comm erce Comm ittee will go into  th is la te r in the  legis lative hill th at  
comes up , pa rt icul ar ly  because  o f the  sta tem ents of  your  chair ma n— 
as to wh at  he rega rds to be his func tio ns  and  powers at the  Federal  
Com munica tion s Comm ission wi th respec t to prog raming  over  these 
sta tion s. And I cannot  speak fo r the  rest  of the committ ee, tho ugh 
I know  I  speak fo r some of  them,  th at  in th is respect I  ce rta inly  do 
not wa nt to vote fo r any a pp ropr ia tio n whi ch, in any  respect, is go ing  
to pe rm it the  Federal  Com municatio ns Commission to exercise a ce n­
sorship over p rogram ing or  to exercise its pow er when s tat ion s come u p 
fo r rel icensing and  set itse lf up  a s a j udge  a s to  the typ e of  p rogram ­
ing  a sta tio n provides. I th ink when we ge t to th is po in t we be tte r 
tak e a good look at  the  whole Fe de ral Com municatio ns Commission
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RESPO NSIBILIT Y OF COMM ISSION

Senator Magnuson. But  they do have the responsibility, when a 
station license renewal comes up, of looking at the overall operation of 
the stat ion as to categories and th ings 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 
th is  program or t ha t program unless it was completely obnoxious.

Mr. Ford. Well, the Commission on July 29, last year adopted a pro­
gram policy, and I  think  an examination of th at 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 
lim ita tion-----

Mr. Minow. I might say an examination of my speech would also 
indicate that. What I am concerned about, and I  think it is our duty 
to be concerned about it, is where there  is a wide variance in what a 
station tells us i t is going to do when it  gets a license, and what we 
find, 3 years later, they actually did.

Senator Allott. This is correct, and I agree with this, pa rticularly 
with respect to if  a station te lls you it is going to  devote, say, 2 hours 
a day to public programing and public affairs and it does not. Then 
I think that  is a thing for  the Commission.

POLICY ON CENSOR SHIP

I read your first speech in the papers, or such as it was reported, and 
having been a lawyer for a year or two I do not always believe every­
thing I read in the papers, contrary to what a lot of people do, and I 
also heard some of your remarks on television on one program or an­
other, and I  assume from th at that  you believe that the Federal Com­
munications Commission has the right  and authority to, in fact, censor 
the programing of TV stations. If  th is is not so, 1 think this would 
be a wonderful place for you to make your position clear.

Mr. Minow. Well, in my speech, and 1 would only reaffirm every­
thin g I said in the speech. I made i t T thought  quite explicit tha t 
the last thing in the world we would ever do would be to censor. 
Wh at I am concerned about is that we go through these elaborate 
hearings to figure out which of the number of competing applicants 
should get a channel, and very often in the  last analysis we are moti­
vated by what they tell us they are going to do with their  programs, 
and then 3 years later we want to see th at they actually did it. Some 
people come in and they say they will put on X number of commer­
cials during a day. Then we look 3 years late r and they put on twice 
as many.

I think it is our duty, as I  read the Communications Act, to enforce 
the representations made to us. And I do not  regard tha t as censor­
ship in any sense.

Senator Bridges. I do not know whether you said it in your speech 
or not, but it was carried in the papers tha t you went on to name some 
programs tha t you would consider appropria te, and you named them 
by name. Now that is going a long way.

Mr. Minow. Unquestionably. But all I said, and I would lie glad 
to supply a copy of the speech because I  do not think tha t was what 
I said, was that these were examples of what television could do. The
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las t t hing  in the w orld the  Gov ernment sho uld  do i s s ta rt  te lli ng  a ny ­
one, “ Put this  on the  ai r, ” “Take t ha t off th e ai r. ” You m ight  a s well 
no t have a free  bro adcasting  system. But  I do not th ink th at  is my 
pos ition a t all .

Senator  Bridges. I  am g lad  to h ea r you  say that .
Mr. Minow. I th ink I  sa id t hat  before . That  is the t rou ble , I th ink 

I  say the  same thi ng  over and  over.
Sena tor  Allott. Bu t certain ly the  othe r im pressio n------
Mr. Minow . I  th in k i t was  not a fai r im pressio n, si r.
Senator  Magnuson. I th ink  you  hav e a right to  refe r once in 

awhile t o the type  o f p rogram  you thi nk  is  be tte r tha n anoth er typ e of 
pro gra m.  Th at  does not mean you said th at  you cannot  pu t the oth er 
one on.

OBLIGATION OF CO MM ISS ION TO CH EC K PERFORMAN CE

Mr. Minow . Of course not. I see the wide  var iances  very often 
between the pe rfo rm ance  and promis e, and  I  th ink it is ou r ob liga­
tion as a Fed eral  Communica tions Com mission  under the  law to ins ist  
that, th ey be  main tained .

Senator  Bridges. I am not objec ting to  the  ca tego ries  a t all . I th ink 
you shou ld make th em live up  to  that . W ha t I object  to is if you s ta rt 
to des ignate  pa rt icul ar  pro gra ms , and  th at  was the  imp ress ion  th at  
was g iven  in a lot of ways. I am glad  to  h ave you clar ify  it.

Mr. Minow . I  would  assure you an d the  committ ee th at  th is is 
cer tainly  not my inte nti on  wha tever.

NEE D FOR DESIGNATIO N OF TY PE  OF PROGRAM

Senator  Magnuson. Then the  Commiss ion has  done  thi s, and  I 
th ink Congres s will agree  we go t in to  th is  m at te r at some length  up 
the re in the  comm ittee , tha t if  a prog ram is f iction  it  should be rel ate d 
as fiction.

Off the  record .
(Discuss ion off the  record.)
Senator  Allott. Th ey  are doi ng th is  also in the  broadcas tin g in­

dustry. Wh ere  th ey are  e dit ing  they are  des ign ati ng  them as ed ito ri ­
als. I th ink the y sho uld  be k ept  th is way . I th ink there  are ce rta in  
pro gra ms  on the  ai r, pa rti cu la rly  re la tin g to  lab or  matters , and  I listen 
to these  on the  ai r every nig ht,  which are  very caref ull y disg uise d as 
news broadc ast s when  in fac t the y are  not , when  in fact  the y are  an 
extended commercial  to lobby  certa in leg islation or to adv ance the  
cause of certa in lab or  groups . I  do no t have any obje ction to  th ei r 
say ing  this  is on the  ai r, but I do object to d isg uis ing  it as a news b ro ad ­
cast when in fac t it is not.  I t  is a very ca refu lly  slanted, ca ref ull y 
phr ase d comm ercial  ei ther  by way  of  lob bying fo r or again st leg isla­
tion  o r for  ce rta in prog rams of  the union which happens to advance it.

in div id ua ls’ ch oic e  of  lis te n in g

But  I  will say thi s. T th ink one of  the  best examples of wh at I  am 
ta lk in g about, and I agree th at  th is  endle ss session of wes tern s has  
pro bably  hi t a low ebb in program ing . App aren tly  it  has hi t the  
fancy of  the  pe ople just as 3 or 4 years ago th ese $C>4 q ues tion  typ e of 
th in g caught the  fan cy of  the peop le and  the y wan ted t ha t. Maybe it
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is not good, but as Disraeli, I think it was, said, and th is is illustrative 
of what I think we have a right  to expect in this country, ‘‘would 
rather  listen to the beatings of the Sultan 's thousand drums than to 
listen to the finest symphonic orchestra in the world.’’

Now I  might disagree with him, but if this is what appeals to his 
esthetic sense, th is is fine. To me, personally, the sound of an en­
gine, a highly tuned engine turning over at  6,000 or 7,000 r.p.m. is one 
of the  most beautiful sounds in the world. Now tha t is preferable to 
me to watching the bobtails run around the track. But if we get into 
this place where someone decides that it is esthetic and educational to 
have the bobtails, or whatever they call them, running  around the track 
rath er than to see some of these other things, it  is a different situation.

I am glad tha t you have made your position clear here because I  
think  it would be a very sad day if and when your remarks as reported 
became the policy of the commission.

Mr. Mi now. I would only say, Senator, tha t in my speech I ex­
plicitly  said the last thing we would do would be to censor, but 
apparently  that did not make an impact.

Senator Allott. It  is the old question of the man bites the dog?
Mr. Minow. But T would feel my position has been consistent 

throughout.
Senator Allott. Mr. Chairman, if there are no fur ther questions on 

this, there is one other thing  I would like to take up.
Senator Magnuson. T just wanted to clear up two things here.

TRAVEL FU ND S

When you mentioned travel, the House, th is year, did not give you 
a travel limitation, as I understand. Is tha t correct?

Mr. Robert Cox. That is correct.
Senator Magnuson. It  is my understanding you would rather have 

it that way ?
CLARI FICATION  OF PERSON NEL REQ UEST

Mr. Robert Cox. Yes, sir.
Mr. Minow. Mr. Chairman, while we are talkin g about the House, 

for the record, I  think  I misspoke before. We asked the House for 
69 more jobs. The House allowed 50, but as a result of the complica­
tions we can only get 38. So, in other words, we are ending up 31 
short- of our original request.

Senator  Magnuson. And of that group they specify 20 at a specific 
place?

Mr. Minoav. Yes, that is right.

E stablishm ent  of New Educational TV  Division

Senator  Magnuson. Now one other thing. I wish you w ould submit 
a modest budget item, and I do not think  we need too much, but wre 
are going to have to be ready, and the FCC is going to be a part of it, 
a modest setup where you might have a Division on Educational TV?

Mr. Minow. I would be very happy to. I know I speak unani­
mously in saying we will be very happy to give every encouragement 
in the world to educational TV.
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(The information refer red to follows:)
In response to  the inquiry as to what  the  Commission would li ke to do in aid of 

the development of educ ation al broadcasting, we feel th at  it  would be extrem ely 
helpful to estab lish an Office for Edu cati ona l Bro adcasting in the  Broadcast 
Bureau.

Based on recent studi es of educa tional  broa dcastin g and discussions with  edu­
cational leaders, we are  persua ded th at  this dynam ic and expan ding field will 
generate a number  of complex issues in alloc ation s and  in othe r are as of Com­
mission concern. We believe that  an Office for Edu cati ona l Broadca sting  could 
assi st educa tional  broa dcas ting marked ly by serving as  a clearinghou se for  in­
formation with respe ct to Commisison proc edures , trends, and development i n the  
educa tional  broad casti ng fiel d; by examining  cu rre nt  Commission form s and 
procedures with  a view to simplify ing and improv ing Commission processes as 
these affect the e ducationa l broa dcas ters : and by se rving  as a liaison  agency with 
educat ional groups to keep the  Commission fully , informed as to needs and de­
velopments in this  field. In addition, if Congress  ena cts pending legisla tion pro­
viding for g rants for  ed ucat ional television, thi s office would have imp ortant  func­
tions of liaison with  other  gove rnmental agencies.

An educational  office could be in itia ted on a rela tive ly small scale, since we be­
lieve i t could serve  effectively in a staff capacity , ra th er  than  engage in line  fun c­
tions such as the  processing of ap plications. We would suggest  an ini tia l staff of 
four pro fessiona ls and a sec retarial ass ista nt.  Personne l compensation and asso­
ciated costs a re e stim ated  as fol low s:

Personnel  compensat ion (5  jo bs) _________________________________$48, 785
Personnel benefits______________________________________________ 3, 550
Travel _______________________________________ 8,70 0
Other obliga tions_______________________________________________ 6, 465

Total___________________________________________________  67, 50 0

Senator Magnuson. I think you will have to recognize that because 
it will be coming along pret ty fast.

Senator Young. May I  ask one question ? Are you through on this 
subject?

Senator Allott. I am through.
FA IRNE SS  DOCTRINE IN  PROGRAMING

Senator Young. If  a television station is carrying, say, several left- 
wing commentator programs, and some of the r ightwing people, may­
be extreme rightwing people, would want programs carried and are 
willing to pay for them, can a television station deny them that?

Mr. Minow. Senator, this is one of the toughest problems we face, 
because here very often you get into the field of making value ju dg­
ments. We have what is known as the fairness doctrine, which means 
tha t we say t hat  if someone takes a point of view in broadcasting, 
tha t he has to give the o ther points  of view an equal sor t of chance.

Senator Young. I am speaking of regular paid programs, regula r 
commenttor programs, weekly or something like that.

Air. Minow. We get occasionally complaints about this saying, 
“This fellow takes one point of view and therefore you have to have 
other points of view represented.” Well, under our law and our pol­
icies we have adopted this so-called fairness doctrine which means 
tha t we try to insure different points of view gett ing an opportuni ty to 
be heard. And very often simply by inquiry we find tha t stations will 
cooperate in affording other points of view a chance.

Senator Young. Unde r the rules and regulations the television 
station could deny a program even though they were willing to nay 
for it;  is that righ t?
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Mr. Minow. Yes. Except in the case of political [candidates] and 
then you are in the explicit statu tory provisions of section 315.

Senator Young. Yes. Wha t I am speaking of is entirely aside from politics.
Mr. Minow. Aside from politics, tha t is right. Broadcasters are 

by law not regarded as utilities  or common carriers, and they are free to accept or reject programs.
Senator Allott. Although you do have this fairness doctrine appli­

cable generally to the question Senator  Young has asked ?
Mr. Minow. Right. On controversial issues we have a fairness 

doctrine. And as I  say, although it  seems hard to apply, we find that it works successfully.
Mr. Ford. I think his question is specifically as to whether or not 

an individual program which would balance a leftwing program would come under that.
Now the individual program does not have any rights , but  the po int 

of view has the rights. The broadcaster should select someone tha t 
has a different point of view. But  there is no particular right for a particular  program.

But broadcasting the position on controversial issues, both sides, is 
what the fairness doctrine means. So both sides should be put  on. 
But to go into a station and say this  part icular program is the  one that  
we want to  balance the leftwing or  rightwing program—tha t does not apply.

TV BOOSTER8

Senator  Magnuson. One other question. Commissioner Craven, 
has our booster thing  straightened out altogether?

Mr. Craven. I think  they are getting along. They are in good shape.
Senator Magnuson. Everyone is happy ?
Mr. Craven. I do not know whether everyone is happy,  but we are 

trying to make them happy.
Senator Magnuson. There is a greater degree of happiness than  

there was a year ago ?
Mr. Craven. I think so.

U H F -T V  PROJECT

Senator  Robertson. Mr. Chairman, can you tell us anything about 
the experiment on u ltrahigh frequencies? We appropriated $1 mil­
lion to oe spent at Rockefeller Center.

Mr. Minow, I would be glad to have Commissioner Lee, our  expert 
on this, answer it.

Mr. Lee. Well, Senator, we expect to have this station on the air 
with the test pattern by October 1. We will duplicate  the programing 
of the existing seven of VI IF  stations beginning November 1. We 
have the transmitter largely installed, we have the antenna awarded, 
and it is being installed. We expect to put out bids very shortly for 
placement of these sets. We hope to have some 5,000 measurements, 
I think, in the period of a year. I t is very much on schedule.

We askpd here before this committee that  the time limitat ion be 
extended for G months—that is all we are asking for at this time—in 
view of the fact  tha t in the event we terminated the project we would 
have to give 90 days notice for the removal of the equipment. I do 
not think this will be necessary because we are negotiat ing right now 
with the city of New York to operate the sta tion for us.
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DATE OF REPORT

Senator  Robertson. When will yo ur  rep or t be ava ilab le?
Mr. Lee. The  report  should be wi thin (5 months  a ft er  t he test is in. 

I  would  ventu re to say we would have  a rep ort  by Ja nuar y of 1963.
Senator  Robf.ri’son. The  test  will not st ar t unt il November of  thi s 

year?
Mr.  Lee. Th at  is corre ct. Senator.
Senator  R obertson. ITow long will the  test run ?
Mr. Lee. Und er  our ex ist ing  au th or ity  the  test  will run  only  fo r 8 

months. We are  ask ing  for  an addit ion al 6 as a precau tio na ry 
measure. T th ink  within  the  8-month  per iod  we will have  the  in fo r­
mation  we need.

PRESENT INFORMATION ON UH F

Sena tor  Robertson. I) o you have sufficient inf orma tio n now to 
know wh eth er the  use of ul tra high  freque ncy  on a ra th er  large  scale 
would relieve the  pres sure on the  re gu la r wavelen gths?

Mr. Lee. T certa inl y have  eno ugh  inf orma tio n fo r my de term ina­
tion , bu t I do no t th ink th at  we have conv inced the  indu str y as yet 
th at  th is is a good di rec tion  to move in .

Senator  Robertson. T rea d th at  only about 35 percen t of the  sets 
now being  sold are  eq uipped  to receive U H F.

Mr. Lee. I  th in k th at  is an overs tatem ent. There  are  10 mil lion  
sets rou gh ly th at  are  equ ipped to  receive U H F on the  ma rket out of 
appro xim ate ly 60 mill ion. For exa mple, we have  an appli cat ion  
fro m New Je rse y fo r an ul tra high  freque ncy  sta tio n righ t now. So 
the re would be two really ava ilable  to New York City. We will have 
an educationa l U H F  s tati on on the  a ir  here fo r the first  time  in ind us­
tr y  th is Sep tem ber . I  am at tend ing the  symposium tom orro w. We 
are  going to make the  award.

PRESENT USE OF UH F

Senator  Robertson. To what ex ten t is the ul tra high  frequency 
being used now ?

Mr. Lee. There  are appro xim ate ly,  oh, pe rhaps six or  seven areas 
in the  en tire country  where  the  U II F  signal  is al l th at  is ava ilable  t o 
the people. There  are a numb er of othe r areas where there  are  U H F 
and V H F interm ixed. In  these are as the  U H F, of course, finds it 
very difficult. The Commission has moved to remove some of  these 
YIT F freq uencies  whe re it is feasib le.

For  example, in Fre sno  we hav e accompl ished this. We removed 
a V H F,  making  it all U H F, as a result  of which we have  fo ur  or 
five more app lic ati ons th at  have  come in .

Se na tor  R obertson. I s the are a in which these  signals can be re ­
ceived  com par able to  the  a rea  serve d by the  reg ular  bro adc asters ?

Mr. Lee. No, sir . I th ink  i t is only  fa ir  to  say th at  the  p ropaga tio n 
chara cte ris tic s fro m the sta nd po int of dis tance of  the U H F are some­
what in fe rio r to the  V HF.  It  will not go out quite as fa r. The fidel ­
ity , however , dep endin g on the te rr ai n and  the  problem s of ghostin g 
and  so on, close in is ve ry, very good  a nd may very  well prove s up eri or  
to  V H F.

Se na tor  R obertson. IVhat  typ es  of  org aniza tio ns  are  op erat ing 
those U H F s tat ion s th at  a re now on the ai r?
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Mr. Lee. Well, they are commercial operations. For  example, Fo rt Wayne is a good example. There are three UH F stations there and no VH F. So when you buy a set in t ha t area you receive a set that receives a UHF signal. 1 checked on the differential  in cost. For  example, the set that you would buy in Indianapolis for VH F would cost you something like $15 less than the set you would buy in Fort Wayne which is equipped fo r the U HF.

SUPPORT OF EDUCATIONAL TEL EVISION

Senator Robertson. To what extent are the foundations, and other organizations interested in education, let us say, supporting educa­tional programs over television?
Mr. Lee. Well, of course, the Ford Foundation has made available a grea t many grants  to individual stations, largely on a matching fund  basis, in order to get them started. They also have been doing some work in the programing area. I guess they call it the Ford  Workshop.
Senator Magnuson. You have the Purdue experiment.Mr. Lee. Yes, the Purdue experiment is off the ground. This is airborne television.
Senator Robertson. Off and on, we have been hearing discussions about television programs without a lot  of commercials. Sometimes the. commercials not only are not interesting, they  are really repulsive.Has there been any investigation of the development of the ultra-  high frequency programs of an educational and religious na ture tha t would not carry commercial ads at all, at least the objectionable types?

EDUCATION AL TV STA TIONS

Mr. L ee. We hope, with the implementation of educational alloca­tions around the country, that this would make available to the people a choice of this type of cultural programing. The educational sta­tions, of course, are not permitted to carry commercials. And it so happens that  some two-thirds of the allocations that  we have made, of the 240-odd we have made, two-thirds of them are in the UH F portion of the spectrum. The Commission is going to great lengths to encourage the educational people to go ahead and implement their allocation, much as they are doing here right in Washington, on UHF rather  than waiting for years and years with the expectation of ob­tain ing a V.
Senator Magnuson. T mentioned this littl e shop I  am suggesting on educational TV, anticipat ing we will probably do something about it up here before we quit, or at least we will the first of the year. So you have to be ready for it. Still, the fact is, of the 247 channels allocated, there are 214 unused, both V and U. I must say to the Sena­tor from Virgin ia that  we are hoping we can get this really off the ground and we are hoping tha t they will start  to think  in terms of putt ing these stations together. I envision a four th network before we are through with educational TV. And the surprising thing  was that , for instance, the networks were vigorously for 'th is educational TV on the theory that  it will have the tendency to  elevate all types of programing all over. And the Commission has always been for it and have been very helpfu l and always testified when we have had the bill up.

710 36—61----- 17
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Mr. Lee. I th ink it is off the ground a littl e bit.
Senator Magnuson. It  is moving.
Mr. L ee. We have a number of petitions, for example, from States 

asking for additional allocations in the  U HF  band for th is integrated  
network type of thing.

Senator Robertson. I think that  would be the only answer. I do 
not believe that  any single group will be able, without commercial 
ads, to finance such a station. You say it does not have quite the 
range. Well if the range regularly would be 50 miles, thi s would be 
about 35 miles.

Mr. Lee. Roughly, yes.
COST OF OPERATION

Senator Robertson. What would it cost to operate one of these sta­
tions devoted primar ily to educational and religious instruction?

Mr. Lee. $300,000 or $400,000.
Senator Magnuson. We had some figures. It  would cost them in 

any educational TV, and Commissioner Craven can correct me and so 
can Commissioner Hyde, between $300,000 and $400,000 to put a s ta­
tion up.

Mr. Craven. Up to $500,000, depending on the tower you want to 
use and the range you want to cover.

Senator Magnuson. About half  a million. And then, of course, 
in the bill we have passed, both in the House and in the Senate bill, 
the House is going to come out with grants, matching funds, and we 
have a direct gran t to get it s tarted. In all cases the Health , Educa­
tion, and Welfare  must have a contract with them tha t they have suf­
ficient funds and will operate and maintain  the station.

Senator Robertson. What will it cost to operate ?
Mr. L ee. Well, i t depends on the number of hours and the type of 

programing. New York City, for example, is putting a figure in the ir 
budget in the expectation of operat ing this UH F station of ours 
when we are through with it of some $450,000. Now t ha t is a rather 
ambitious program.

Senator Robertson. That  is what I thought.
Mr. Minow. Senator, one of the best of the educational channels, 

with which Senator  Saltonstall is famil iar, is in Boston. Tha t is 
probably the best in the country, and they run on a budget  of almost 
$1 million.

BOSTON AN D NORFOLK BROADCASTING

Senator Robertson. I have always commended the progress of 
Boston. You see, they wrote most of our history.

Mr. Minow. They run on a budget of almost $1 million a year in 
order to do that.

Senator Robertson. The public schools in  Norfolk had a $100,000 
grant from the Ford Foundation for just appearing on a regular 
TV station for educational work. Ford did not continue that  grant. 
They said it was an experiment, and the school said they could not 
continue because i t was too expensive to carry it alone. But, if there 
was a grant for a local station, and a network tha t would furnish  p ro­
grams so that  each station would not have to originate all of its mate-
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Mr. Minow. Tha t is right.
Senator Magnuson. Tha t is the idea. Tha t is what  we are try ing  to get to.

DIFFERENCE OF OPINION

Mr. Lee. You take, for example, in the Distr ict here, this educa­
tional station. The District Public Schools have not formally joined. 
The Superintendent of Schools feels there are priori ties for his money 
in other directions. There are differences of opinion even among the 
educators in this, sir.

Senator Robertson. In your opinion, for those who want the edu­
cational, religious, and good musical programs, free from objection­
able advertising, is ultrahigh frequency a better answer than the lease 
programs?

SUBSCRIPTION TV

Mr. L ee. 1 think that is par t of the answer, as is the possibility of  
subscription TV with which we are experimenting.

Senator Robertson. Thank you. Tha t is all I have to ask, Mr. 
Chairman.

Senator Magnuson. When does the pay TV experiment sta rt in 
Hartfo rd ?

Air. Lee. They are not operating now. There is still some litig a­
tion. We have approved it. I understand tha t they have not yet 
solicited subscriptions from the public. They are lin ing up program­
ing and I suppose worrying about this litigation .

Mr. M inow. Mr. Chairman, could I at this point in the record put 
in the language tha t we would suggest, on the UIIF  experiment in 
New York, extending the time?

Senator Magnuson. Yes; submit that  later.
Mr. Minow. I will submit that for the record. Thank you.
(The information referred  to follows:)
Provided, That the limi tation until  Jun e 30, 1962, on the ava ilab ility  of the  appropr iation for a special ultr ahig h frequency television study,  conta ined in 

the  Independent Offices Appropriation Act, 1901, under the head Federal  Com­municatio ns Commission, is hereby extended until December 31, 1902.
EDITORIAL ON MINOW SPEECH

Senator Magnuson. The Senator from Colorado still has a couple of questions.
Senator Allott. I have to backtrack for a moment, Chairman 

Minow, to the question of what is contemplated because I have 
just had an editorial by a very good w riter—in Denver—Jim Bishop, 
on Friday, May 26, called to my attention. I will just read par t of 
this  but I am going to insert the entire editorial  in the record. He say s:

The private eyes make boobs of the ixdice; the  sadism  of the villain s panders to the lowest taste , the old Char lie Chan movies and the folksy sweetness of the Garry  Moores, the I’erry  Comos, and the Dinah  Shores is. .at times, sickening.
Still, there are  scores of millions of people who like these  shows, and iden tify  themselves with  them. However, Minow warned the broadcaste rs not to pander  to the public taste .
When a renewal is set down for a hearing , he said. I intend—where ver pos­sible—to hold a well adve rtise d public hearing  right in the  community you have promised to serve.
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The thr eat cann ot be m ade more blunt. Minow proposes to appea l to the  mob 
to show up and registe r a  p rotes t.

This could be a  form of legal lynching. In a lesse r manner , it is valid black­
mail. If  enough grip ers show up at  the meeting, the  unde rstanding is th at  the 
Fede ral Communica tions Commission will not renew television licenses. This 
means th at  an orga niza tion  with a for tun e in came ras, studios , tra nsm itte rs,  
and employees is dead.

The FCC, said Minow, has a fine reserve of monitors—almost 180 million 
Americans—gath ered  aro und  56 million sets. If  you want those monitors  to 
be your  fr iend s a t c ourt —it’s up to you.

If  this  system were to be applied to newsp apers , or any oth er form of pub­
lic communication, it  would mean th at  everyone would be at  the  mercy of a 
small c adre of ma lcontents.

Now he goes on to say in the fore par t of his editorial  t hat  he read 
your speech not once, but twice, thoroughly. And he is a very thought­
ful and good reporter. And I only introduced this for the purpose 
of showing the conclusions that some people have drawn with respect 
to these remarks.

I ask, Mr. Chairman, that the whole ed itorial go in the record.
Senator Magnuson. Yes, it will be put into the record at th is point.
(The editorial referred to follows:)

[From the  Rocky Mountain News, Denver, Colo., May 26, 1961]

M in ow  H olds All  t h e  Ace s 

(By  Jim  Bishop)

Speeches, even good ones, do not appeal  to me and  I seldom listen  to them.
However. Newton N. Minow made one a week ago and I read  it in the  news­

papers. Twice.
Minow is Chai rman  of the  Federal Comm unicat ions Commission; he licenses 

television st ation s. He can give, or he ca n t ake  awa y.
Minow is new to his job but, when a man has the power of life or dea th over 

his audienc e a ll timidity  vanishes.
Minow told the  televis ion executives th at  he propose s to tell them how to run 

the ir business.
They will no longer run  it the way they please ; or even the way the  public 

pleases, but the way Minow pleases.
In case they didn’t get the  message, he said : “I understand th at  many people 

feel th at  in the  past licenses were often  renewed pro forma. I say to you now— 
renewal will not be pro forma  in the future . The re is nothing perm anent or 
sacre d about  a broadcast license.”

The age of peacetim e censorship is dawning. Pre side nt Kennedy, who has  
no power to license newsp apers  or magazines , addressed the press  a few weeks 
ear lie r and offered it the pill of “volu ntar y” censorship.

Count me as one who thin ks th at  Joh n F. Kennedy  is going to be one of our 
gre at Pres iden ts, but  he is fa r from perfect  and some of his ideas  abou t do­
mestic and foreign  af fair s need mat urit y.

It  is. I think , ironic th at  I have kidded  television so often in the pas t for 
being the supine slave of the advertis ing agencies, and now a man named 
Minow speaks a nd I find myself defending television.

It  is fa r from a per fect  ins trum ent  of communication. The ammun ition 
wast ed by cowboys alone would have financed a successfu l Cuban revolution.

The privat e eyes make boobs of the police; the  sadism of the  villa ins pand ers 
to the  lowest tas te:  the old Char lie Chan movies, and the folksy sweetn ess of 
the Gar ry Moores, the Perry  Comos and the Dina Shores  is, at  times, sickening.

Still, the re are scores of millions of people who like these shows and identify 
themselves  with  them. However. Minow w arned the  broa dcas ters not to pand er 

to the  publ ic t aste .
“When a renewal is set  down for  a hearing .” he said. “I intend —wherev er

possible_ to hold a well-ad vertised  public hea ring rig ht in the  community  you

have promised to serve .”
The th re at  cann ot be made more blunt . Minow proposes to appeal to the mob 

to show up a nd reg iste r a protest.
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This could be a form of legal lynching. In  a lesse r manner, it  is valid  
blackma il. If  enough grip ers show up at  the meeting, the luide rstanding is 
th at  the  Fed era l Communications Commission will not renew television licenses. 
This  means th at  an orga nization with  a for tune in camer as, studios, tra nsmi t­
ter s a nd  employees is  dead.

“The  FCC,” said Minow, “has  a fhie reserv e of moni tors—almo st 180 mil­
lion Americans—gathered arou nd 56 million sets. If  you wa nt those monitors to 
be your frien ds at  co urt—it ’s up to you.”

If  thi s system were to be applie d to newspapers, or any othe r form of pub­
lic communication, it  would mean that  everyone would be at  the mercy of a 
small cadre  of malcontents.

D enver P ost Artic le

Senator Allott. Now maybe Chairman Minow has some comments 
to make before I proceed with the other matter.

Mr. Minow. Senator, since you are from Colorado, I would also 
like to submit an article from the Denver Post which takes a com­
pletely contrary view of the interpretation of what I said. I believe 
in having hearings in the field. I could show you the letters I get 
from the PTA and League of Women Voters saying, “We want a 
chance to participate,” “We want to know when our stations’ license is 
up for  renewal,” “We would like to have our voice heard.” I think  
they have a right to do so.

PUB LIC HEA RINGS

Senator Allott. This is entirely correct and wi th this I  agree. Ex ­
cept, what you hear when you have such meetings are primarily mal­
contents and not the hundreds and the thousands who are generally 
satisfied. We have an example in our State, not in Denver, of one 
man who started out in 1927 with a radio station and who has been 
a very fine entei’prising  business. He started  out and established a  
TV stat ion at  Gran t Junction at a time when everyone thought he had 
a few extra holes in his head because it  could not possibly be made to 
pay. But he has made it pay and provided a grea t public service. 
So you also have to consider I think in th is ligh t the investment of, 
not a big corporation, not ABC or CBS or NBC or something like 
that , but you also have individuals who have gambled on life and their 
own life savings in att empt ing to serve the public. And I  am person­
ally satisfied with your former answer, b ut I do say tha t in holding 
public hearings you are not going to hear, in Denver or Chicago, or 
in New York or in Washington, from the hundreds  of thousands of 
people who are satisfied with programing, you are going to hea r from 
the very bitter malcontents who think the whole matter should be 
reformed.

Mr. Minow. I would respectfully disagree. I think it is impera­
tive tha t people have a chance to partic ipate  at these hearings. I 
think tha t it is impossible if they are held here in Washington be­
cause they do not know about them. The only people we hear from 
now are the licensees and their lawyers. And when 1 hear from 
the PT A’s and League of Women Voters and church groups I think 
I have an obligation, as I read the law, to give them a chance to 
participate in determining whether a licensee is operating in the 
public interest. And 1 would be frank with the committee that this 
is what I would intend to do.
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Senator  Allott. But I find nothing wrong with this except that 
you are going to find tha t where you have hundreds of thousands 
of people who are perfectly satisfied, you are going to have a rela­
tively few who will he interested in trying to do what they think is 
upgrading programs.

Mr. Minow. If  I could give you one example, we set down for 
hearing our first case in the field and just recently completed the 
hearing. Although I cannot comment on it in full because it is still 
before the examiner, I would be very happy to submit for the record 
the c lippings of the  local newspapers commenting on the respect and 
dignity and fairness with which the hearing was conducted, tha t it 
attracted  ministers and distinguished citizens of the community and 
not the malcontents.

Senator Allott. I am not worried about your shut ting out anyone 
or carry ing on any kind of a hearing other than a proper, judicial 
one with a both-sides atmosphere. However, I do think  that you 
will find people, par ticula rly as to cer tain types of programs, o r per­
haps the general level of programs, will appear very bitterly , and 
the great bulk of the public will be left out. And not left out in 
the sense that  you will eliminate them, but just tha t they are not fired 
by a great deal to reform the system.

Mr. Mi now. Senator, the only thing I would say in reply is th at 
the broadcaster, of course, is free  to present anyone he wants. And 
this is what our practice is, to encourage him to present any witness 
and represent any point of view he wants. So it seems to me it 
assures you will not get anyth ing but a representative, fai r presenta­
tion of views.

Senator Allott. Well I just want to give you a typical example 
of how (his can work even in Washington. I am sure tha t the Sena­
tors here will remember when CATV lobbyists got up and attacked 
committee meetings and actually packed the Senate last year when 
this matter was on. And I would only say th is by way of warning, 
that there are people who have a genuine interest. And I do not say 
I think the programing of stations is as high as it should be, and 
some things I think are obnoxious. I see things on Sunday programs 
which I think are entirely inappropr iate to (he Sabbath. Neverthe­
less, I think in the long run the public will correct it.

GSA  R ole in  R ate Matters

Now, Mr. Chairman, I would like to move on to another matter 
which will just take a few minutes, and I am refe rring  particularly  
to testimony which appeared at page 685, and subsequently in the 
House hearings  with relation to the role of the  GSA in rate matters. 
I would like to ask this question, as to whether or not you feel that 
the stall' of  the FCC is adequate and competent to advise the Com­
mission and protect the public interest with respect to rate matters 
coming before it?

Mr. Minow. I will answer that  by saying yes, we do. We are very 
proud of our staff and we think  it is very able. We would hope i t 
would be supplemented pursuant  to  our request today. But we think 
it is competent to do the job.

GSA comes in, as I understand it—because this was before my 
arrival—to represent the point of view of the Government as a user.
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The Government is the largest phone user now in the United States. 
And when they do appear they take the view that  they are represent­
ing the Government as a consumer of phone service. But we feel 
tha t our own staff is very able to represent the public as a whole.

Senator Allott. 1 expect to go into this much more thoroughly 
with GSA when we have them before us. But 1 think it is very im­
portant that there lie a distinction drawn between GSA’s presenta­
tions to the Commission as representative of what is probably the 
largest user of telephone service, for example, and presentations on 
an overall rate of return  and general matters  pertaining to, we will 
say, telephone service in a given area. There have been enumerable 
complaints in my office about GSA duplica ting the efforts of your 
staff, for  example, and the ICC staff to a g reat extent, and coming in 
and, in effect, setting down an ultimatum, in one recent case which 
carried on for some time, where GSA appeared in Denver and pre­
sented their  case the first, day or two and then came in with a staff 
of five people and walked out and just said—
This is a  Government agency and we have arr ived at  these  conclusions, not only 
as to the rate s which should lie charged the Government, hut also as to the 
genera l ra te  of re turn on the investm ent of th e people involved.
And it therefore has a tendency to, in effect, set the  rates and to that  
extent diminish the powers which the Congress has vested in you.

GSA AS CUSTOMER AN I, REGULATOR

Now I have read parts of your testimony here as I have had time.
I know the Commission is not in full agreement in the ir attitudes on 
this matter and it would be my hope, and I think this is as far  as I  
will go, that the Commission would dist inguish and draw a very clear 
line between the Government ac ting as a customer, GSA acting as a 
customer, and GSA attempting to act as a sort of a second or advisory 
regulatory agency to the FCC.

Would you agree with this?
Mr. Minow. I think  unquestionably, and I think I could say all 

of us unanimously would agree to that, Senator. We may differ with 
respect to certain specifics, but we all agree with tha t principle whole­
heartedly.

Senator Saltonstall. Mr. Chairman, might I make a remark from 
tha t ?

Senator Magnuson. Yes, Senator. The Senator  of Massachusetts.
Senator Saltonstall. I think you and I, as chairman of th is com­

mittee for a number of years, had tha t problem tha t has just been 
brought up by the Senator from Colorado. Actually it is one of 
the most difficult problems we have to face, as to where the GSA is 
acting on behalf of the  Government as a customer and regulat ing the 
rates which is in the hands of the FCC. And I do not think  we have 
every sa tisfacto rily worked it out afte r we tr ied to ask them to work 
it out. Am I correct ?

ICC RATE CASES

Senator Magnuson. Well, we tried  to ask them. You will recall the 
history of th is is that some years ago when the railroads came in here 
for an overall general rate increase of 12 percent, we found that  GSA 
had not appeared before the ICC on behalf of the Government, and
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the Government was the biggest shipper in the Un ited States. Now, maybe the increase was justified, I  did not suggest that, but we went in there to  protect the Government’s interest. They set up the shop down there, as you will recall, and then they go t into  these telephone rate cases, and pretty  soon they were appearing before the State regu­latory agencies. And last year and the year before we tried to define as narrow as we could the ir function.
GSA AS LIT IGA NT

Now, in the meantime this has grown up between the FCC and the GSA. But by the same token, 1 suppose the FCC, to protect the public, has to get some information from the GSA, some factual information—Commissioner Hyde knows about this—sometimes to carry out a responsibility in the public interest.
Mr. H yde. In the same way as any other litig ant  or party, but not as adviser to us.
Senator Allott. I think tha t is a very good remark. And I brought this matter up because it seems contrary to the  hope that the problem seems to be decreasing rather than increasing.

GSA POSITIO N IN  PEND ING CASES

Mr. Ford. We have two proceedings pending now in which we can­not go into in any detail here, but in one of those proceedings GSA takes the position, which may be to the interest of the Government but not to the interest of the general public. And in the other pro­ceeding perhaps it is across the board, in the interest of the Govern­ment and also to GSA representing the Government as a user. So tha t I would heartily  agree with Commissioner Hyde’s statement tha t when they come into our hearings they come as a party  user j ust as anyone else, just, as any other user would come before us as a pa rty to the proceeding, and make their contentions. Their contentions are made on the record just as any other party ’s and they are considered just as the contentions of any other parties.
Senator A llott. I hope the Commission will keep that basis. I  do not have to tell you this, but, of course, you have first to consider in any rate case what constitutes a fair  rate of return , and you have to come up with X number of dollars, which is going to constitute a fai r re­turn  for any given corporation or utili ty.
Senator Magnuson. In these cases the GSA is just like any other user interest.
Senator Allott. We will just hope that the Commission can re tain this point of view and trea t them as a customer.
Mr. Minow. I can assure you of that.
Mr. F ord. I think perhaps i f we did it otherwise. Senator, we would probably be in violation of fair procedure.
Senator Allott. There is no question about it. But in certain State regulatory agencies, and perhaps in some Federal agencies, it has had an undue influence.
Mr. Ford. But in these highly contested cases, for example, those things are on the record. They cannot come around and advise us privately  about what they think the Government-----
Senator Allott. 1 am not talking about privately, Mr. Ford.Mr. F ord. Their contentions have to stand on the basis of the logic and the merit of them and that is all.
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Senator A llott. As a customer.
Mr. F ord. As a customer.
Mr. M inow. On that I am sure all of us would completely agree. 
Senator  Allott. Thank you very much, Mr. Chairman.

NEED  FOB ADDIT IONAL ST AF F

Senator Saltonstall. Mr. Chairman, I would like to ask just one 
question. I apologize for  being late.

If  you have answered this, do not answer it again. I notice that  you 
are asking for $125,000 more for some additional people. And the 
people tha t you have gotten from the House, and also the people that 

jrou are requesting from the Senate, I do not see from reading  your 
justification that they apply to accelerating and cutting back the great 
backlog of hearings and getting your regulations up to date. Am I 
incorrect in tha t, and if so why should you apply your additional men 
more for that  proceeding?

Mr. Chairman, has that question been asked before ?
Senator  Magnuson. No, not that phase of it.
Mr. Minow. Some of them do, Senator Saltonsta ll. Ear lier  we 

explained  one of our biggest problems now, which we feel so con­
scious of, is the space communications satellite program where our 
responsibilities are very heavy and we find we are inadequately 
staffed.

Senator Saltonstall. Tha t is sti ll in the theoretical stage, or, we 
will go fur ther , i t is in the development stage?

Mr. Minnow. Right. But we are in the process now of holding 
hearings on the private companies’ role in it, and getting together, 
and we regard this actually as the most impor tant thing we have 
before us. We talked earlie r about them.

Now, on the hearing  part, we wish we had more examiners. The 
House lias urged us to take on three more examiners. Unfortunately, 
despite the fact the House gave us 50 more jobs, we find it merely 
boils down to 38 because the caliber of people we need in an agency 
such as ours is mostly professional or technical people and the funds 
would only be adequate to get 38 of the kind of people we need.

Senator  Saltonstall. How long does it take you now to get an 
applicat ion processed?

AM  BACKLOG

Mr. Minow. Our biggest problem is in the AM radio field, no t in 
the hearing stage as much as i t is in the fact it is 14 months before 
we can pick up an application for a new AM radio. Tha t is be­
cause of  the engineering standards problem. We authorize perhaps 
10 AM radio stations a week, and there are now 4,000 AM radio 
stations  in  the  country.

Senator  Saltonstall. Then the 14 months, if I applied, or Sena­
tor  Magnuson in Washington, or Senator Allott in Colorado, ap­
plied for a new radio station or a new allotment, or whatever i t is, it 
would be 14 months before I  could get a hearing  to know whether I 
could go forward with th at or  not ?

Mr. Minow. Tha t is right.
Mr. K enneth Cox. Senator, if we were able to g ran t the applica­

tion without  a hearing it would take about 14 months. If  it was 
found at the time of processing that  a hearing was going to be re-
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quired because there were mutually exclusive applications or because 
there were unresolved questions because of legal or financial quali­
fications or so on, (hen there would be the additional time required 
for the hearing. And this can vary depending upon the complexity 
of the case. But the backlog is such tha t these have to wait their  
turn  in line subject to the rules tha t we work out as best we can to 
expedite and handling. And in the ordina ry situation, where the 
Commission is able ultimately to grant the application without  a 
hearing, it is approximately 14 months. And this has gone up some­
what, I think, from what it was a year ago.

Senator Saltonstall. 14 months before you grant the hearing?
Mr. K enneth Cox. Quite often we are able to grant the applica­

tion without a hearing. But if we are going to have a hearing it 
probably is 14 months before.

Senator Saltonstall. It  is 14 months even if you g rant it without 
a hearing?

Mr. Kenneth Cox. Yes.
Senator S altonstall. So th at a man who wants to build up a radio 

station, or ge t some capital to build it up, won’t know for at least 2 
years-----

Mr. Kenneth Cox. If  we run in to problems which would require a 
hearing.

Senator Saltonstall. At least 2 years?
Mr. Kenneth Cox. Yes.

NE W CUT OFF  RULE

Mr. Minow. Senator, we have recently adopted a new rule. Actu ­
ally it was done under Chairman Ford’s direction. Tha t is what  we 
call the new cutoff rule which was just  reviewed by the courts, which 
cuts off the time in which competing applications can be considered. 
We feel this will expedite  a lot of our problems. Because until now 
we have had to wait a while to see if other  people would apply or 
would interfere. And we feel this would be a very constructive step.

MORE PEOPLE TO REDU CE W AIT IN G TI ME

Senator Saltonstall. As a practical matter , then, Mr. Chairman, 
if you are going to make the FCC as effective as it can be, and avoid 
this criticism of long delays which 1 have heard so much about, would 
it be possible for you to say, if we granted any more of this $125,000, 
the people we granted it for, to give you addi tional people, you would 
put on this work ? Is tha t your top priority ?

I have high regard for research and development, and putting 
satellites up into space and all that , but this is a practica l realistic 
problem and going forward with our enterprise here in the United 
States.

Mr. Minow. Right. Our plan is to put some of them into this  work, 
and some of them into the safety and special services, which are non- 
broadcasters, which are growing faster than  anyone else.

TOTAL AP PL IC AT IO NS

Senator Magnuson. That  is even worse, safety and special services. 
All of the new industries, police, firemen-----

Mr. Minow. There are 400,000.
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Senator  Magnuson. There are 400,000 applications.
Mr. Minow. A year. But some of them will go into this. Actually, 

we have under consideration the possibility of changing some of  our 
rules. There are some people who feel we ought to revise our whole 
engineering standards in the AM radio field.

Senator Saltonstall. I do not know enough to argue on that . But 
1 would think, Mr. Chairman, when we hear this  argument year af ter 
year, and I get criticism from home and so on, that if the FCC was 
going to be really an efficient, up-to-date organization i t ought to keep 
closer to it s time schedule.

DELAYS IN  COURT

Mr. Minow. Right. We heard oral argument in a case the  other 
day that, believe it or not, started in 1947. I was just  horrified. Then 
1 discovered i t had gone through  the courts th ree or four times. And 
this is why the delay has occurred. So sometimes i t is not our fault , 
it is the litiga tion and constant going back and forth.

Mr. Ford. There is one additional factor  tha t I think you should 
know about. That is, as the number of radio stations in the United 
States increases, the engineering difficulties of adding  another one 
multiply.

Senator  Saltonstall. You a in’t telling a New Eng lander nothing. 
[Laughter.]

Mr. F ord. So this is responsible to a large extent for increased 
backlog.

Senator  Magnuson. I th ink you need some more people down there, 
a very modest budget amount. And 1 think it is better to let the 
Commission place them than to evaluate this thing. Obviously some 
of them are going to be in the broadcasting  end.

Mr. Minow. Senator, we have roughly the same number of em­
ployees now’ that we had 10 years ago, and I th ink we have three times 
as many stations or better. Maybe fou r times as many stations. So 
tha t shows a picture of how this indus try has grown.

Mr. Kenneth Cox. Of course, the addition of these stations not 
only complicates the engineering, which Commissioner Ford  has 
mentioned, with respect to making grants, but then there are supple­
mental applications. They modify the ir facilities, they are trans­
ferred, there are additional renewals. So that  across the board the 
increase in the s tations makes additional  work for the Commission.

Senator Saltonstall. Mr. Chairman, I thank  you for giving me 
this oppor tunity.  That  seems to me, as a simple layman,  one of the 
most acute problems that you face.

P roposed Additional Supergrades

Senator  Magnuson. Now, Mr. Chairman, one las t question. You 
are plagued down there, I suppose, like any agency in the field, with 
supergrades and trying to get better people. I wish you would sub­
mit to the committee, the Commission rather, a proposal for the estab­
lishment of whatever you have, four or five. And for the record, 
give us a table on what you need to work on reducing the backlog.

Mr. Minow. I would be very glad to do that.



266 IN D EPEN D EN T OFF IC ES  APP ROPR IA TIO NS,  1 9 6 2

(The inf orma tio n r efer red to  fo llo ws :)

Additi ona l manpower above House request required to reduce appl ication backlog

Bac kl og  i n wee ks

M an -y ea rs
D ollar  

in cr ea se  1

In cr ea se T ota l

10.4 ........................ ............................................................ 0
2.0
2.8
4.9
6. 9 
9. 0

11.3
13.3
15.5
17.5 
19.8
21 .5

132.5
134.5
135.3
137.4
139.4
141.5
143.8
145.8 
148.0 
150.0  
152.3 
154.0

(MX) 
$13. 600 

19,100 
33,400 
47,050 
61,380 
77,060 
90,700 

105,700 
119,350 
135,000 
146,600

9 4  _____________________________________________________
8.0 . _______________________________ ____
8.6  ...................... - .........................- ............................................ ......... -
7.0 _ .................. ......... .................................. ...................
6.0  ............................................... ....... ............. ......... ......... ..
5.0 ..................................... ............. ..................... ........... ............... - ...............
4.0  ______________  ______ ____________________________________
3.0  _______ ____  ________________
2.0  ........  ................
1.0 _____ __________________________________________________________
C u rre n t____________ _________ _________ _____  ___________________

1 A n addit io nal 23 pe rc en t sh ou ld  be  ad ded  to  th e do llar  co st  to  co ve r “ per so nne l be ne fi ts ’’ an d  “ o th e r 
obje ct s”  e xp en ses,  i nc lu din g  th e co st  o f r en ta l of  office  s pa ce .

Senator  Magnuson. I wanted to tel l yon, tho ugh, th is committ ee 
looks a t these, and we un de rst an d some of  the pro blems  involved, bu t 
we are  not the  legis lat ive  committee on th is  m at te r and  we have  o fte n 
put in one or  two o r th ree sup erg rad es in obvious cases when they are  
needed  and  the n we are  sub jec t, of course, to a po in t of  orde r on the 
floor. Bu t I wa nt you to sub mit them  so we c an tak e a look at  t hem .

Mr.  Minow. I am very gr ateful  fo r the sug ges tion. Of course we 
ar e in com pet ition with the oth er Gover nm ent  agencies and pr ivat e 
indu str y and we c ann ot keep t he best people .

Sena tor  Magnuson. Sometimes thes e occasions aris e before  the 
leg islative committ ee can act  on them  because  th ey  hav e so much work 
a t the  end of every Congress and  the y ge t a so rt of  overall  bil l when 
ma ny times  th ey are  v ita lly  necessary in betw een,  before they can act . 
B ut we are  su bjec t to a p oint  of orde r, an d it is o ften made ag ain st us, 
on the  gro und we are  us urping  leg islation  on an ap prop riat ion bill . 
B ut we wi ll look a t th em an d l ay a  fo undat ion .

Sena tor  Saltonstaul. Mr.  C hai rman,  may I  make  an off- the- reco rd 
remark on t hat  ?

Se na tor  Magnuson. Yes.
(Discussion off the reco rd.)
Senator  Magnuson. I f  th ere  are no  f ur th er  questions, we th an k you 

all  very much fo r coming. An d we will recess an d he ar  t he  Fe de ral 
Po wer  Commission  th is a fte rno on.

(W hereu pon, at  12:20 p.m. , the  committ ee was recessed, to recon­
ven e a t 2 p.m. , the  same day .)
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Afternoon Session—Wednesday, J une 14, 1961 

F E D E R A L  P O W E R  C O M M IS SIO N

STATEMENT OF JEROME K. KUYKENDALL, CHAIRMAN, ACCOM­
PANIED BY FREDERICK STUECK, COMMISSIONER; HARR Y J.
TRAINOR, EXECUTIVE DIRECTOR; JOHN C. MASON, GENERAL
COUNSEL; RUSSELL C. RAIN WATER, CHIEF ACCOUNTANT; CARL
T. KALLINA, CHIEF. BUREAU OF RATES AND GAS CERTIFICATES;
FRANCIS L. ADAMS, CHIEF, BUREAU OF POWER; MILTON A.
PILCHER, DIRECTOR OF ADMINISTRATION; AND THOMAS F.
CASHELL, CHIEF,  DIVISION OF BUDGET AND FINANCE 

Budget Request

Sen at or  Magnuson . The  committee  will  com e to  or de r.
W e h av e the  F ed er al  P ow er  Com mi ssi on  to da y.
A nd  fo r th e pu rp os es  of  th e re co rd , th e Po wer  Co mm iss ion  fisca l 

1961 ap pro pri at io ns was $8,163,500. The  Jan u a ry  bu dg et  an d the 
am en de d bu dg et , bo th  b ud ge ts  wi ll ra ise th a t to  $8,793,000. A nd the 
Hou se  recommended th a t am ou nt , whi ch  is a plus  $629,500. A nd  
th er e is no s ug ge sted  cha nge.

The  Ch ai rm an  o f th e C om mission h as  a shor t s ta tem en t.
W e w ill  be g la d to  hea r f ro m yo u,  Mr. Cha irm an .
A nd  we w ill put t he  let te r in t he reco rd .
(T he l et te r r ef er re d to fo llow s:)

Federal Power Commission,
Washington, June  7, 1961.

Hon. Warren G. Magnuson,
Chairman, Subcommittee in charge of the Independent Offices Appropriation Bill 

for 1962, U.S. Senate, Washington, D.C.
Dear Mr. Chairm an : In reply to your  le tte r of Jun e 2, 1961, the  Federal 

Power Commission apprecia tes the  op portunity to appear before the  Subcommit­
tee in charge of the independent offices appro pria tion  bill f or 1962. As requested 
by the c lerk of the subcommittee, we are prepar ing  to present our  budget jus tifi­
cation to you at  2 p.m. on June 14,1961.

The a ppropr iation bill as  reported to the  House would provide the  Commission 
the  full  am ount  reques ted. We propose no changes a t th is time.

Sincerely  yours.
J erome K. Kuykendall, Chairman.

General Statement

Mr. K uykendall. Mr . C ha irm an , an d me mb ers  of  th e committee , 
th e Fed er al  Pow er  Co mm iss ion  ha s ask ed  th e Con gress to  ap pro ­
p ri a te  $8,793,000 fo r its  u se duri ng  fisca l ye ar  1962. T his  is $629,500 
mo re th an  th e $8,163,500 ap pro pri at ed  fo r fisca l ye ar  1961. T he in ­
cre ase  w ill  pr ov id e fo r an  ad di tion al  82 po sit ions , or  60 m an -y ea rs , 
an d fo r ad di tio na l trav el  an d oth er  cos ts ge ne ra lly  re la te d to  th e 
prop os ed  staff' inc rea se.  Most of  t he  inc rease is fo r natu ra l ga s cas e­
wo rk  w ith a sm all  am ou nt  fo r ad di tion al  no n- Fed er al  hy dr oe le ct ric 
pr oj ec t wo rk.  As  you  know , th e Hou se  ha s ap pr ov ed  th e am ou nt  
req ueste d.
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TRAVEL LIMITATION

Senator Magnuson. Did the House put any travel limitation on the 
commission ?

Mr. Kuykendall. Yes. 1 think it is the highest travel limitation 
we have ever had.

Senator Magnuson. $558,000?
Mr. Kuykendall. I believe that is it.
Senator Magnuson. Yes, that is in the bill.

ESTIMATE FOR NATURAL GAS INDUSTRY

Mr. Kuykendall. The estimate includes $4,765,400 for natu ral gas 
industry work, an increase of $523,500 over 1961. This will provide 
an increase of 74 positions—18 for processing certificate applications  
and 56 for handling rate  matters. However, additional stall' alone 
is not the full answer to our backlog problems and the commission 
will continue its efforts to develop broad substantive and operational 
policies contr ibutory to the more rapid  processing of certificate and 
rate matters. An example of broad substantive policy change is the 
initiation in September I960 of a plan for determining prices on an 
area basis for sales of natura l gas sold in interstate commerce by 
independent producers. Prepa rations are being made for areawide 
hearings for the purpose of determining just  and reasonable rates 
for sales of natural gas produced in the Permian Basin and Southern 
Louisiana areas. Prehearing conferences for the Permian Basin 
already have been held in Midland, Tex. and in Washington, D.C., 
and formal hearings are scheduled to begin in October 1961. Pre- 
hearing conferences for the Southern Louisiana area are scheduled to 
begin June 26, 1961, in Baton Rouge, La. On the basis of economic 
and other data submitted by producers and other interested parties, 
the commission expects to develop rate  standards for the two areas. 
These standards should substantially  reduce the need for individual 
proceedings in producer rate cases. However, the many complex 
problems attend ing the development of rate standards will not be 
resolved quickly, and because of  this we do not anticipate an early 
reduction in the commission’s workload of independent producer rate 
cases.

GROWTH OF GAS FACILITIES

Natural gas industry facilities a re growing at the rate of $2 billion 
annually. The present staff is too small to process applications for 
certificates of public convenience and necessity as expeditiously as is 
desirable, and the rate of new appl ications is not expected to change. 
The commission believes that the importance of natural gas service to 
the Nation’s economy requires add ing manpower to reduce the back­
log of applications and keep current with new filings. Nevertheless, 
we presently have underway a comprehensive study of our methods of 
processing certificate applications which should result in improved 
procedures.

There were 131 na tura l gas pipeline company rate cases pending at 
the end of April 1961 involving increases of $388 million annually. 
There were 50 new pipeline company rate cases filed in fiscal year 
1960. While it appears that  the number of new cases in 1961 may be
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lower, ou r best judg me nt  is  t hat we will have  abo ut 50 new rat e cases
in 1962. There  were 2,520 inde pen den t pro ducer  r ate  cases------

Se na tor Magnuson. Wh en you  sav the  na tu ra l gas pip eline com­
pany  r at e cases, t hat  involves a bro ade r c oncept of  r at e cases. Wo uld  
th at  be w ha t we call an area  ra te case ?

Mr. K uykendall . No, th at  would  be the  ra te  case of  a separat e 
com pan y, a l ong  distance  tra nsm iss ion  company.

Se na tor M agnuson. Tra nsm ission.  I  see.
As dif fer entia ted  from  the  indep end ent  prod uce r r at e cases.

BATE CASES PENDING

Mr. K uykendall. Righ t.
Th ere were 2,520 ind epe ndent  pro duc er ra te  cases pe nd ing  at  the  

end  of  Apr il 1961 inv olv ing  increases of $171 mil lion  ann ually . Ad­
dit iona l staff is required to handle the  pip eline com pany and ind e­
penden t p rod uce r ra te  work.

In  both certi fica te a nd ra te  cases  we are  emp hasiz ing  th e use of con­
ferences pr ior to and  du rin g hearings and  the  use of  prepared  test i­
mony to  sho rten  our hea rings.  We have  ame nded our rule s of pr ac ­
tice  and procedure  and  reg ula tio ns  under the  Nat ur al  Gas Ac t to 
sho rten  hearing  time and hear ing records. Th e rul es pro vid e fo r the  
exp and ed use of conferences between the  p art ies to the proceeding an d 
the  staff at  any  stage of  the  he ar ing in an effort  to lim it the  hear ing 
only  to those  c ont rov ers ial  issues which can not oth erw ise  be resolved.

Se na tor  Magnuson. Now,  th is  proced ure general ly follows the Fed ­
eral  co ur t procedure  o f prehearin g?

Mr.  K uykendall. Yes, t he  princ ipl e is the  same.
Se na tor  Schoeppel. May  I  ask, does th is involve and con tem pla te 

interveno rs, too ?
Mr. K uykendall. Yes, th ey are  present.
Se na tor Schoeppel. Tha t is af te r the  app ear ance pictu re has  been 

determ ined?
Mr.  Kuykendall. Yes,  af te r the  case has  been noti ced  and the  

pa rti es  have had  a chance to  a ppear .
In  addit ion , the rules now lim it the  length  of  h ea rin g recesses and 

postpone ments  to perio ds  o f not more than  30 days unles s app rov ed 
by the commission. These actions  should do much to speed up the 
process of r eac hin g decisions in rate and  cer tificat e cases.

FU NDS FOB NON-F EDERAL HYDROELECTRIC PROJECT

The commission est ima tes  th at  it  will need an increase  of  $58,100 
ove r 1961 fo r No n-F edera l Hy dro ele ctr ic Pr ojec ts  work. Th is wil l 
pro vid e a staff  increase  of  six pos ition s fo r head wa ter  benefi t de ter ­
minat ions. The se de terminations  rel ate  to  benefits received dow n­
stream from upstream pro jec ts, with the  Fe de ral Gover nm ent  b eing 
the majo r rec ipi en t of pay ments  for such benefits. The deter mi na­
tio ns  are  r equ ired  under the  F edera l Power Act, and the  cost o f mak­
ing  the m is reimbursed in full by the  non-F ede ral  int ere sts  involved. 
We  believe it is good busin ess practic e and to the  advanta ge  of all 
pa rti es  th at  these  de ter mi na tio ns  be made  wi thi n a reas onable time. 
Th e amount requ ested would perm it processing  17 inv est iga tions ca r­
rie d o ver  into  1962 and st ar ting  4 new inves tiga tion s.
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NO PROCEDURE CHANGE CONTEMPLATED

Senator Magnuson. Now, this wouldn’t in anv way interfe re or 
duplicate or change the procedure because we do expect—I think  the 
Chairman of the Commission is generally famil iar with  this—to have, 
if possible, some new legislation on upstream-downstream benefits. 
But tha t still wouldn’t interfere with the Power Commission having 
the investigations ready so that we could have some guidelines?

Mr. K uykendall. No, we could go right ahead with those regard­less of legislation which might change the details.
Senator Magnuson. Yes.
Mr. Kuykendall. Although we are not requesting increases for  

other licensing work, no reduction in the workload of processing ap­
plications for hydroelectric projects or in the investigation of un­licensed projects is anticipated in 1962.

The Commission plans to continue Federa l river development pro­
jects work at substantially the same level. Also, no change in 1962 
is proposed in the level of work in our International Joint Commis­
sion and Adminis tration activities. A nominal increase of two posi­
tions is proposed for the electric power industry work to permit  the 
staff to mainta in a more current position with respect to data on the power industry.

PERSONNEL INCREASE

I believe this explains the increased amount we have requested. 
We have been successful in our employment program this year and 
are convinced tha t the additional staff proposed for 1962 can be re­
cruited, trained , and utilized productively. Thank you.

Senator Magnuson. Now, you say that the increase allowed by the 
House will provide for an additional 82 positions, and then in the 
next para graph you say that  the work in the natural gas industry will 
provide an increase of 74 positions. Is that  included in the 82, or is 
that added ?

Mr. Kuykendall. That is included.
Senator Magnuson. That is included.
So that of the  82 positions—and correct me i f this isn’t righ t—74 

are going to be in the natural gas industry work ?
Mr. Kuykendall. That is true.
Senator Magnuson. Where you have constantly your biggest back­

log, particu larly in the rate cases.
Mr. Kuykendall. That is right.
Senator Magnuson. I have no questions.
The Senator from Kansas has two or three questions he wants to 

ask.
HEARING EXAMINERS

Senator Schoeppel. I would like to ask a couple of questions at 
this stage of the proceedings of these gentlemen.

Mr. Chairman, the Federal Power Commission’s statement to the 
Senate Appropriations Committee on June 6, 1960, in justification of 
its 1961 budget contained these two paragraphs.  I will read them 
briefly:

The Federal  Power Commission has  one other problem which should be brought to the  attent ion  of this  committee because it directly affects both
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staffing and production. Th at problem is the  need for  more supergrade posi­
tions tha n have been made avai lable  to us by the  Civil Service Commission. 

The other recommendat ion:
One phase of this  problem per tain s to our hear ing exam iners . As you know, 

the grad es for these positions are  determined independently by the Civil Serv­
ice Commission pursu ant to the Administ rative Procedure  Act, and hence we 
have  not presumed to sugges t a specific grade. But  we are confident that  the 
complexity of cases coming before  hearing exam iners  of the  Federal  Power 
Commission is such as to warrant  grades above GS-15 at  which they prese ntly 
are  allocated. We urge that  14 additional supe rgrade positions be provided in 
order that  the Civil Service  Commission may correctly allocate our hear ing 
exam iner  positions.

Now, with reference to this increased load tha t we have in the gas 
phase of your Commission’s determination, and what you have indi­
cated in your statement—I will point out, of course, th at I was not a 
member of the Appropriations Committee of the 86th Congress, bu t 
it is my understanding tha t this committee inserted language in the 
Federal Power Commission budget appropriation for 1961 providing 
for six additional supergrades, four in Go-18, one in GS-17, and one 
in GS-16, and none, however, fo r the hearing examiners.

Now, this is a question I would like to ask: Is this the present 
situation, now, with  regard to the hearings examiners in the Federal 
Power Commission?

Mr. K uykendall. Yes. The situation is still  the  same, thev are all 
GS-15.

Senator  Magnuson. H ow much is that? How much does tha t 
pay?

Senator  Schoeppel. GS-15 runs from $13,730 to $15,030, I  believe.
Mr. K uykendall. I couldn’t ver ify that from memory, bu t I  th ink 

tha t is correct.
Senator  Schoeppel. I am reading from the grade-level card. 

Request for GS-18 Positions

Now, furth er, it is my understanding tha t you wrote a letter—ad­
dressing this to you, Mr. Kuykendall—wrote a lette r to the Civil 
Service Commission, and I seem to recall tha t it was in March of 
this year, calling their  attention  to the serious pay situation of the 
Federa l Power Commission hearing examiners and requesting the im­
mediate allocation of 15 GS-18 positions for these hearings examiners.

Now, has the Civil Service Commission acted on your request, as 
far as you know now ?

Mr. Kuykendall. No, it hasn’t acted in regard to  giving us a super­
grade of any kind for our examiners.

Senator Schoeppel. The reason I felt that  I wanted to raise this is 
because here is this big load tha t is down there, and you gentlemen 
on this  Commission are attempting  to approach it realistically, as in­
dicated here in your statement, and if we are ever to ge t that  backlog 
off, it is going to take a lot of work, not only on the p art  of you men 
here on the Commission, but the hearing examiners. Those hear ing 
examiners—and I  know something about some of them—in my ju dg­
ment, of  course, are in a quasi-judicial capacity of determining mat­
ters of as high and equal p urport at times as Federal judges.

And I think to get good men and hold good men down here—and 
we are going to have this problem, as I view i t, fo r years to come, be- 

710 36—61 ------ 18
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cause th is is a grow ing ind ust ry,  and  the public intere st is invo lved  
and it  involves a lot of  years  th at  are  go ing  to come up fo r d ete rm ina­
tion —and  I ju st have a feel ing th at somewhere down the  line some­
th ing should be worked  ou t to increase th ese  g rad es fo r these  Federal  
Power Comm ission  examin ers , because of  th e importance  th at  is at ­
tach ed to it, and  the responsibil ity  which the y are  taki ng  and will  
take in the  fu ture  un de r what you men here have in con tem pla tion. 

Tha t is  the  reason I rais ed the  question here.
Mr.  K uykendall. Well, I would like  to repe at  th at  all of  us are  

ete rna lly  grateful  to th is committ ee fo r enab lin g us to ge t the  s up er ­
grades  th at  we did g et l ast  year.

Senator  M agnuson. You got six.
Mr. K uykendall. Yes.
Senator  Magnuson. Bu t we got away wi th it  wi thou t a po in t of 

orde r.
Go ahead.

TOTAL EXAM INE RS

Mr. K uykendall. Incid en tal ly , M r. Tra in or ca n g ive me the figure, 
but we now’—we soon hope  to hav e how many  examiners, M r. T ra inor ?

Mr. T rainor. We hav e 15, a nd we have 1 res ign ati on  p end ing . We  
need 3 more, 1 to fill the  vacancy and I th in k we need 2 addit ion al 
ones, in o the r wTords, 17.

Sena tor  Schoeppel. Now7, will  you need an  addit ion al he ar ing ex­
amine r o the r t ha n wh at you have m ent ioned here if  you appro ach th is 
load f act or  as r ap id ly  as you expect to ?

Mr. K uykendall. I believe so. Even if wTe are  successful beyond 
our gre ate st hopes with  t his  a rea  pr ic in g it  will  be a conti nu ing  m at ­
ter.  You know* prices can’t be s tat ic,  and there will be hearings from 
time to time. And I poi nted out how many pip elin e ra te  cases we 
have,  an d we hav e a g reat  vo lume o f cert ific ate  cases, both fo r th e p ipe­
lines and for the  prod uce rs.

Senator  Magnuson. Le t’s clea r th is  up,  S en ator  Schoeppe l.
You have  got how m any  now in th is gra de?
Mr. Kuykendall . We  have 15 in grade 15.
Sena tor  Magnuson. And th at  w as wi th th e add itio nal six we gave 

you las t year ?
SUPERGRADE POSIT ION S

Mr. K uykendall. None o f those  six positions were  fo r he ar ing ex­
aminers . They we ren 't to uched by  th is.

None of them are  supe rgrade s.
Sena tor  Magnuson. I see.
Bu t you  have  15 now.
They are  no t in supe rgrade s?
Mr. K uykendall. No, they are  in the  hig hest grade below supe r­

grad es.
Se na tor  Magnuson. And wha t you are  sug gesting  is th at  you pu t 

them in supergrades,  and  ad d tw o more ?
Mr. K uykendall . Th at  is co rre ct;  th at  is S en ator  Scho epp el’s pr o­

posal , as I un de rst an d it.
Se na tor  Schoeppel . Th at  is righ t.
Sena tor  Magnuson. And  th at  would amount to the  diffe rence be­

tween the  pay o f the  lowest and the nex t g rad e o nly  ?
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Mr. Kuykendall. No; we recommended to the Civil Service Com­

mission, as Senator Schoeppel quoted, promotion to grade 18. Thev are now grade 15.
COST OK UPGR ADING

Senator Magnuson. So the difference—they are going to ask us, how 
much is this going to cost—and the difference would be what  they get now in grade 15 and what they would get ?

Mr. Kuykendall. 1 think it would be just $5,000 a year a piece.
Senator Schoeppel. Mr. Chairman, I think it will run approxi­

mately $52,000 for the Federal Power Commission to make that  in­crease, I believe 1 am right on that.
Mr. Kuykendall. It  could be about $85,000, if it is $5,000 for a fiscal year. Of course, we are using-----
Senator Magnuson. I say, i f we put this in, we will have to add it to the bill.
Mr. Kuykendall. Tha t is right.
Senator Magnuson. That is why I wanted the figure.
Will your furnish the record with the figure?
Mr. Kuykendall. 1 think that  is correct.
Mr. T rainor. We have hearing examiners at the top of the grade. 

We have two tha t I can think  of, and we have others tha t are in 
the various steps. So it wouldn’t be exactly the difference between 
the first and the steps of the two grades. We would have to compute it.

Senator  Magnuson. Get tha t for the record, so if the committee 
should decide to do this, we will know how much more money we will have to add to the bill.

Mr. Kuykendall. We will get that promptly.
(The information referred to follows:)

The 1962 budget for 17 hearing  exam iners  in grade GS-15, rang ing from $13,- 730 to $15,030 per annum will cost $249,000. The cost of 17 hearing  examiners  in grade GS-18, at  $18,500 per annum, would cost $314,500 o r $65,500 addi tiona l.

LEGIS LATIO N NEEDED

Senator  Magnuson. Let me ask you this : Can the Civil Service do this by administrative  action ?
Mr. Kuykendall. I don’t believe they can. I don’t think  they have the positions.
Senator  Magnuson. I think the  legislative committees ask for their 

recommendations, or they may recommend it. But I think  you have 
got to go th rough the legislative committee, which takes  some length of time.

Senator Schoeppel. I had understood, Mr. Chairman, tha t in that  
omnibus measure that  has been submitted, or will be submitted, tha t 
they have got several hundred that are involved if they are successful 
in it. But heretofore the Federal Power Commission examiners have 
lagged in this advancement, and I think,  just the way it looked to me, 
as if there were a great difference in the  salaries they were getting  in proportion to the responsibility of the work tha t they were doing 
under the Federal Power Commission’s direction.

Senator  Magnuson. You will find out through these independent 
agencies that some of them are up  and some of them are down, it de­
pends on whether they got through here with some supergrades. And
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no point of order was made, and there has been no overall approach on 
it. But the facts have dictated tha t something like this  will be done. 
And surely they are dictated in this important work.

Mr. K uykendall. Well, 8 years ago we had no supergrades at the 
Federal Power Commission. By continued effort we now have 20, 
but not a one of  those is an examiner, and actually, wye feel we need 
about 6 more on the other staff, too.

Senator Magnuson. You submit to us what the Senator from Kan ­
sas suggested, and get the exact figures so we will know what to  put  
in the bill.

Mr. Kuykendall. We will do that  very promptly.
RATE CASES PEN DIN G

Senator Schoeppel. I just had one other question to ask, Mr. C hair ­
man, before I have to leave here.

And that  was up here on your—I think it was on the second page 
of your statement:

There are  131 n atu ral  gas  pipeline company ra te  cases pending at  the  end of 
April 19G1 involving increases of $388 million annually.

Now, I take it th at in those applica tions that you have there, in those 
cases pending, you may have a good many of those rate increase cases 
by the same pipeline company; do you not, or is this independent?

Mr. Kuykendall. There are not 131 different companies involved..
Senator Schoeppel. 1 wanted to clarify that .
Mr. Trainor. Forty-five.
Mr. Kuykendall. Forty-five companies.
Senator Schoeppel. Forty-five companies involved in these 131 

cases.
Thank you, that is all I wanted to ask.
Senator Magnuson. The Senator from Colorado?

SPEEDUP OF PROCESSES

Senator Allott. I have been very interested in your  remarks, Mr. 
Kuykendall, about the  matter we went into la st year, which was find­
ing ways of speeding up these processes. But you haven’t been too 
specific as to results yet. And have you found out tha t these new 
methods that you have put in, the new order of procedure, are actually 
tending to speed these up and help you, or are you just letting it sit?

In other words, I  hope you won’t neglect to do anything  which will 
speed up these cases.

Mr. Kuykendall. Senator Allott, we s tarted  our efforts to speed 
up all our work years ago, and we can give you figures, if  you want, 
to show you the increased efficiency of the Commission over recent 
years.

A lot of people wouldn’t believe that because we have such a back­
log. But it is tine.

And we are gettin g a much greater amount of work per man out 
of the Commission, overall, than we did years ago.

Mr. Trainor, could you think of how you could readily demonstrate 
that by submitting informat ion if Senator Allott wants it ?



INDEPENDE NT OFFICES APPROPRIATIONS, 19 62 275

Mr. Trainor. In our gas certificate cases for independent producers, 
our actual production per man year to date this year has been 33.5 
cases, where as we estimated tha t our production for this year  would 
be 32.5 cases.

Of course, the estimated production was based on past history to 
an extent.

Tha t gives you an indication of the improvement in that  pa rticu lar 
area, that is, the  gas certificate cases for independent producers.

PROCEDUR AL REFORMS

Senator Allott. Now, I noted your reference, for example, to  cer­
tain procedural reforms you had instituted. Do you feel tha t these 
have been effective ?

Mr. Kuykendall. Oh, yes; I  do. But the impact isn’t so apparent, 
because of the grea t backlog, this deluge of work we have had since 
the Supreme Court decided in 1954 in the Phillips Petroleum, case 
tha t the producers were under our regulation, and the various un­
certainties in the law have made a great amount of litiga tion which 
is in progress and which will continue, apparently, for some years 
to come, too.

Senator Allott. Now, turning  to another matter which I  will cover 
very briefly-----

Senator  Magnuson. I ju st don’t want to leave this.
I do hope we can do something here, because a  Senator  jus t told 

me upstairs  that there is a case up there from his home State tha t has 
been filed, and at the present rate of procedure in the gas case tha t i t 
would be to the year 2000 before they got to it. I don’t know how 
accurate that  is, but, nevertheless, it is quite star tling  to know the 
backlog of these cases.

Mr. Kuykendall. We said something even more star tling in our 
Phil lips decision la st fall, where we determined and said officially that  
we couldn't continue to regulate the price of gas sold by producers on a 
case-by-case basis. We calculated that if we kept on at the rate we 
were going in processing those cases, even though we trip led our staff, 
it would take us over 80 years. So we are using different methods and 
hoping the courts will sustain us.

SO UT HERN  NA TU RA L 0A 8  CA SE

Senator Allott. Now. it is my unders tanding tha t you have had 
GSA before vou only in one case, and tha t is the Southern Natura l 
Gas.

Mr. Kuykendall. That is the only one I  know of, Senator.
Senator  Allott. And in this case they presented evidence on the 

cost of capital which would sat isfy the minimum requirements of a 
nonconfiscatory ra te of return, or the floor of a range of f air  ra te of 
return .

Is that  correct ?
Mr. Kuykendall. I believe that is.
Senator  Allott. Now, the thing that I want to get a t, in tha t case 

GSA actually left out—and maybe if you are not personally ac­
quainted with this—GSA left our several million dollars worth of the
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com pany’s ou tst an ding  obl igat ions. I will read you from the Com­
miss ion’s opinio n of  J uly  8, I960, at  pages  24 F PC  page 28:

GSA—
I  inse rt “G SA ’’ m yse lf—
unde rsta tes the cost of debt secu rities outs tanding at  the time of hear ing and 
underst ates  the  cost o f deb t which Southern will experience because of th e fa ilu re 
of thi s method to reflect the  fac t t ha t ear lie r low-cost debt has,  in large p art , been 
certified.

An d th en co nti nu ing  at  anoth er p o in t:
Nor are  we persuaded that  the dividend price  rat ios  employed by GSA wit ­

nesses are  a bet ter measure  of inves tor requiremen ts than earn ings  price rat ios  
hereto fore utilized by the Commission. We can find no good reason for depart­
ing from the Commission’s practice of using earnings price  ratios with judgment 
as an indicat ion of a prop er retu rn on common equity.

I  presume th at  is st ill the  pol icy o f th e Comm ission .
Mr. K uykendall. Yes, i t is.

COM PL AIN TS  ON GSA PA RTIC IP A TI O N

Se na tor  Allott. Now, the  reason I  ask th is ques tion  is thi s, th at  
more  and more compla ints and  objectio ns are coming to my office as to 
the  pa rti cipa tio n of  GS A, not as a consumer, rep res en tin g the  U.S . 
Governmen t b ut  in  an actual  a tte mpt  to assum e in effect a part  o f the 
rat em aking  fun ctions of  var iou s comm issions. And  I would like to 
ask th is question, wh eth er or no t the pol icy  and  the  function of the  
GS A in an appeara nce befo re the Com miss ion, the  Fe deral  Powe r 
Commission, is th at  of  a consumer, to wit , the  U.S . Gover nm ent ?

Mr. K uykendall. Well, Sena tor , th at is a difficult ques tion  to an ­
swer. An d I might say  I have  some fam ili ar ity  with this. I  have 
heard  t his  problem  discussed at  t he  me eting  o f the  Na tio na l Associa ­
tion of Ra ilr oa d Util iti es  Com miss ioners, the  organiz ation  of  State 
reg ula tor y commissioners. A numb er of  tho se commissions  have been 
ap pa rent ly  annoyed with GS A, bu t T find it pr et ty  ha rd  to sepa ra te  
the  cus tomer in ter es t from the—for  exa mple, in th is  case you men­
tion ed the  ra te  of ret urn. I f  the GS A could hav e persu aded th e 
Commission to follow its  theo ries , why  then , the re would hav e been 
a lit tle  bi t lower ra te  of  re tu rn , which would redound to them as a 
customer.  An d th at  is one of the  p rob lem s we have in all these cases.

Se na tor  Allott. But  if  they h ad been able  to  pe rsuade  th e Commis­
sion in th is respec t, act ual ly it wou ld have resulted eve ntu ally in— 
while it  would  have r esu lted  in a low er ra te  fo r the  G ove rnm ent , per­
hap s, it would have resu lted  e ventu ally in high er  rat es fo r the res t of  
the  consum ing pub lic,  would i t no t?

Mr.  K uykendall . We ll-----
Se na tor Allott. I t  would have h ad  to , you have got to tak e it  from  

somewhere.
Mr. K uykendall . Tha t is t rue, these companies  have to  ge t so m uch 

income so the y can ma intain  th ei r sta bi lit y and  be able  to at trac k 
ca pit al fo r expan sion. You c an’t depriv e the m o f essential income a nd  
stil l exp ect  the m to m ain tai n se rvice.
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ATT IT UDE ON GSA PARTIC IP ATI ON

Senator Allott. You speak of this matter as if it were a very 
tender subject.

I feel very strongly about it, tha t it is up to the Federal Power 
Commission to set these rates, and I am opposed to the GSA setting 
up, in effect, its own power commission in this held, or its own com­
mission in other fields in rate fields, and superimposing itself as a 
superpowered advisory board to the commissions which Congress 
has established to handle these matters.

Mr. K uykendall. Well, I agree with you, that  in that  case they 
introduced evidence of a nature which our staff always introduces; 
tha t is in regard  to cost of money and rate of return to be derived 
from the use of that. They covered th at same ground in a different 
way and came up with a different answer.

Senator Allott. But the answer, according to your own decision 
or opinion, was tha t they had understated by several million dollars 
the debt which Southern Natural Gas Co. owed at tha t t ime.

Mr. Kuykendall. Yes.
Senator Allott. Now, let me ask this one last question, 1 hope it  

will be the last one.
QUA LIFICA TION OF STA FF

I)o you feel tha t your staff is qualified and is sufficient to advise you 
as to the rate of earnings tha t a given company would have to es tab­
lish in order to meet its minimal requirements and continue in busi­
ness?

Mr.K uykendall. Yes,Id o.
I think we have a very sincere and devoted staff. 1 will go so far  

as to say I  think they are better qualified than the GSA staff.
Senator Allott. I don’t say I concur with you wholeheartedly in 

that.
Tha t is all.
Senator Magnuson. If  there are no fur ther questions, thank you 

very much.
And bring all th at data in.
(The data refer red to follow:)

Comparison of disp osit ion of natu ral gas cases during fir st 11 months of fiscal year 
1960 and fiscal year 1961

Num ber of cases 
completed

Numb er of 
man-years

Number of cases 
completed per 

man-year

Fiscal 
year 1960

Fiscal 
year  1961

Fiscal 
year 1960

Fiscal 
year 1961

Fiscal 
year  1960

Fiscal 
year  1961

Certificates:
Pipe line_________________________ 283 289 76.6 79.1 3.7 3.7
Independ ent producers____________ 1,285 1.402 41. 4 41.9 21.0 33.5

Ra te cases:
Pipe line____ ____________________ 14 26 88.3 118.8 .16 .22
Independent p rodu cers ........................ 374 i 304 127.7 112.8 2.9 i 2.7

1 On Dec. 23,1960, th e Commission issued i ts order in Docket AR61-1 e t al. which ins titu ted an  area  rate  
hearing consolidating near ly 400 rat e matter s involving sales made in the  so-called Perm ian Basin area. 
A similar order was issued on May 10, 1961, consolidating 331 ra te m atters  involving  the southern Louisiana 
area. Because these m atte rs are  to be disposed of as a group rather t han on an in dividual basis, comple tion 
of some cases since December have been delayed pending disposition of these  hearings.
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Increased efficiency in the disposition of independent producer matte rs is 
shown by comparison of data  for the first 6 years of regulation, the last 3 full 
years, and the first 11 months of fiscal year 1961.

•Comparison of  d isp os ition  per ma n-y ear  of  i ndepende nt prod ucer rate an d certi ficate  
matters fiscal  years 1955-60 ; f iscal years 1958—60, an d 11 months f isc al yea r 1961

Nu mb er of cases completed per man-year

Fisca l years 
1955-60

Fiscal years 
1958-60

11 month s 
fiscal year 

1961

Indepen dent  producers:
Certificate cases. ---------------------- ----------------------------- 23.6 28.1 33.5
Rate  cases...... ......... . ..................... ..................... .................. 1.3 1.7 2.7

COMMISSION CASELOAD CURRENT

Mr. K uykendall. I  would ju st  li ke  to  s ay one th ing,  Senator . We 
members o f th e Commission  d on’t belie ve peo ple  gene ral ly un de rst an d 
thi s, b ut  thi s par ti cu la r backlog we h ave is not  w ith  th e Com missioners 
them selves; we are  alm ost  com pletely  cu rre nt , and  we soon will  be. 
We ha ve two  cases, one of them , I  th in k,  is alm ost  r ead y fo r disposi­
tion, leavin g us wi th  only one case. Al l th e othe r matt ers before  the 
Commission  are cu rre nt . I t  is ou r be lea gured  staf f which  has th e 
backlog.

Sena tor  Magnuson . Th an k you ve ry m uch , gen tlemen.
We w ill recess to tom orrow, w hen wre have  the  F edera l Tr ad e Com ­

miss ion, the  Fe de ra l Hom e Loan Ba nk , General  Ac cou nting Office, 
and th e IC C.

(W hereu pon, at  3 :40 p.m., Wedn esd ay,  Ju ne 14,1961, the  com mit tee  
recessed, to reconvene at  10 a.m., Thu rsda y,  Ju ne  15, 1961.)



INDEPEND ENT OFF ICES APPRO PRI ATION S FOR 1962
THU RSDA Y, JU N E  15 , 1961

U.S. Sen ate ,
S ub co mmit te e of  th e  Com mit te e on A ppro pr ia tion s,

Wa shington , D.G’.
Th e subcomm ittee  met. at  10:15 a.m., sub jec t to call in room F-37 , 

U.S . Capitol Bu ild ing , Hon. W arren G. Magnu son  (cha irm an) presid ing .
P re se nt: Senator s Magnuso n, Rober tson , A llo tt,  Sc hoeppel, Youn<r, Sm ith , an d Bridges .

FE D E R A L  TR ADE CO M MISSION

STATEMENT OF PA UL RAND DIXON, CHAIR MAN, ACCOMPANIED BY
ROBERT T. SECREST, COMMISSIONER, WILLIAM  C. KERN, COM­
MISS IONE R, AND WILLIAM  P. GLE NDE NING, COMPTROLLER

Amendment and J ustification

Se na tor  Magnuson. Th e com mittee wil l come to o rder.
We  hav e the  Fe de ra l Tr ad e Commission ap pe ar ing before  us thi s 

mo rning.  For  the pu rpose of the  record , the  1960 fiscal budget was 
$8,900,500. The firs t budget sub mi tted fo r fiscal 1962 is $9,640,000, 
and then th at  was amend ed to make it  $10,690,000.

The House bill recommended $10 mil lion , which is $1,900,000 over  
the 1961 bud get , bu t $690,000 un der the  amended budget.

We  have  th e Ch air ma n of the Fe de ral  Tr ad e Commission  here  and  
we will place in the record  the  le tte r th at  you sent the comm ittee,  
Mr.  Ch airma n, and also your  let ter  on the  amend ed budget.

(The l et ter re ferre d to fol lows :)
Federal T rade Commission, 

Washington , D.C., June 8,1961.Hon. Warren G. Magnuson,
Chairman, Subcommittee in Charge of Independent Offices Appropriations, U.S. Senate, Washington, D.C.

Hear Mr. Chairman : I have your le tte r of Jun e 2, 1961, concerning the  independent offices app ropriat ion bill for 1962 for the  F ederal Trade Commission as reported by the House A ppropriations Committee.
We reques t th at  H.R.  7445 be amended on page 15, line 2, by st riking the figure “.$10,000,000”, and su bst itu ting “.$10,690,000”.
The increase for fiscal yea r 1962 of .$2,680,500 recommended by the President  is predicated upon (1) .$1,630,500 to provide add itional staf f to handle the ever- increasing  volume and backlog of the work of the Commission. Pending inves­tiga tions are  now equivale nt to more than  1% years of work by the present sta ff:  and (2) .$1,050,000 to comply with  the Attorney General’s request that  the  Commission conduct investiga tions  into 56 court decrees  of an tit ru st law
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violations, as required by section 6(c ) of the Federal  Trade Commission Act. 
Incidentally, these 56 decrees represent a span of 20 years.

House Report  No. 449 sta tes  that  our request for  $190,000 for ren tal  of add i­
tional office space he reduced to not in excess of $100,000. This limi tation will 
barely provide  the additional space which is requ ired in Washington and will 
allow nothing for addi tional space necessary for the  expans ion of o ur field office 
staffs for which sub stantial funds are  included in the  hill and in our request for 
restoration .

The reduction of $690,000 proposed by the  House  amounts to a reduct ion of 
25.7 percent of the Commission’s requested increase. This reduc tion would 
elimina te 54 positions and $420,000 from the increases proposed for  the  regular  
Federa l Trade Commission programs and 22 positions and $270,000 from the 
enforcement investiga tions  program requested by t he  Attorney General.

I previously sta ted  th at  the volume and backlog of the Commission’s work 
are at  an unprecedented level. As of May 31, 1961. pending inves tigat ions to­
tal 2,519 as compared with  1,808 1 yea r ago—an increase of 39 percent. Re­
str ain t of trade  inves tigat ions totaled 1,203 on May 31, 1961, as compared with 
9311 year  ago—an increase of more than 29 percent. Deceptive prac tices inves­
tigations have also risen to 1,316 from 877—an increase of 50 percent. The 
formal caseload in the restr ain t of trade  field also reflects a sha rp increase. 
During the first 11 months of the curre nt fiscal y ear the Commission i ssued 117 
res tra int  of trade  complaints and 97 cease and des ist orders, as compared  with  
98 complaints and 35 orde rs during the same period las t year.

We have been advised that  my appearance before  your subcommittee has  been 
scheduled for Jun e 15, at  which time I will be able to present more detai led 
explanations of the rema rks.

With kindest regards, I am,
Sincerely yours,

Paul Rand D ixon, Chairman.

Federal Trade Commission , 
Washington, D.C., April 28, 1961.

Hon. Albert Thomas,
Chairman, Subcommittee  on Appropriations for Independent Offices,
House of Representat ives , Washington, I).C.

Dear Mr. Chairman: Section 6(c) of the  Federal  Trade Commission Act 
st at es :

“Whenever a final decree has been entered aga ins t any defendan t corporat ion 
in any sui t brou ght by the  United States to prevent and res tra in any viola tion 
of the  an tit ru st acts, to make inves tigat ion, upon its own initi ative, of the 
manner in which the decree has been o r is being car ried out, and upon the appli­
cation of the Attorney General it shall  be its duty to make such investigation . 
It  shal l transm it to the Attorney Genera l a report embodying its findings and 
recommendations as a result  of any such inves tigat ion, and the report shal l be 
made public in the  discre tion of  the Commission. [It ali c supplied.]

On March 24, 1961, in accordance with the above s tatute , the Attorney General 
made application  for this Commission to make an investigat ion into 56 listed 
cases. A copy of the Attorney General’s lett er  is a ttach ed.

The Federal Tra de Commission welcomes the inauguration of a new era of 
cooperat ion with the  Attorney General  in his effor ts to insure a more effective 
enforcement of these an tit ru st decrees. This  is a new program inso far as our 
operation al budget request for 1962 is concerned, and our compliance with  the 
Attorney General's request will depend ent irely uixui funds to be appropriated 
specifically for  thi s work.

This  sta tut ory function has been invoked on only thre e occasions in the  past— 
1936, 1938, and 1952. This  tyi>e of inves tigat ion is the most difficult, p ain stak­
ing, and time consuming of all the Commission’s work and requ ires the  assign­
ment of the most capab le and experienced employees. The 1936 investigation, 
which involved a decree against  the Sta ndard  Oil Co. of California , required 
the assignment of 10 of the Commission’s most qualified personnel, including 
atto rneys and acco untants,  who spent the  g rea ter  pa rt of 1 year (most of which 
was on the west  coast ), to complete the investiga tion and submit the  repor t. 
In 1952 the  Attorney  General  made applicat ion for  investigat ion of a decree 
aga inst  the American Optical Co. Five attorneys  were assigned to t his  case for 
more than 15 months. These examples read ily highl ight the tremendous respon­
sibil ity and workload placed upon this Commission by the Attorney General’s
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appl ication. In addition, we have been advised informally th at  additional appli­cations  will be forthcoming.
It is obvious that  the re is rela tively littl e experience in this field ui>on which to base precise estimates of time elements and manpower requi rements. While it is tru e tha t some of the 56 investigat ions could be completed in a shor ter  time than  cited  in the examples, many of these inves tigat ions will entail the assign­ment  of  far  more manpower and will consume a g rea ter  am ount  of time th an has yet been experienced. It  is obvious therefore that  additional funds  to provide the  ex tra  manpower must be provided  if this work is to be accomplished with reaso nable dispatch.
After a thorough study of all of the  facts and circumstances prese ntly ava il­able, we submit herewith  our  request for addi tional funds for fiscal year 1962 to provide for 88 additional employees (74 profess ional and 14 cler ica l), together with  supporting costs, trave l, and genera l opera ting costs am ount ing to $1,050,000 as set for th in deta il in the attache d schedules and in the following para grap hs. This increases the tota l fund s requested for operations of the  Federal  Trade Commission fo r the  fiscal yea r 1962 to $10,690,000.

11 Personne l compensatio n:
The cost of 74 professional  and 14 clerical  employees lapsed to provide for delay s in hiring, etc., is estim ated  to be $700,000, which will provide 77 man- years of employment. As here tofore explained, the grades of these employees are  somewhat higher than would usually be provided because the na tur e of the work require s exper ienced and extremely capable personnel.
A deta iled summary of the positions  requested  by grade  and  tit le  is a s follows:

At torney s Ec onom ists Ac coun t­
an ts

Cle rica l To tal

0 8 -1 5 ................................................................. 6
8
8

10
10
12

1
6
3

7
18
17
10
10
12
4
6
4

GS-14________________________________ 4
6<18-13 ........................ . .......................  .............

08-1 2___________ ______________ _______
OS-11_______ _______________________ _
OS-9............. ................................ .....................
OS-5____________ ____ _____ ____ _______ 4

6
4

0 8 -4 _________ ______________ ____ ____
OS -3................. . .......... . ................... ............

Tota l............................................. .......... 54 10 10 14 88

12 Personnel benefit s:
This sets  forth the estim ated  costs of $45,(XX) f or civil service reti rem ent  and $8,000 for employees l ife and  health insurance.

21 Trav el and transp ortation of per sons:
Exper ience  to date has revea led that  travel costs in this type of work are high. The  estimate of $2(X),(XX) provides only 100 days  of travel  for 74 profes­sional employees at  the cur ren t cost. Should pending legis lation which raise s the  i>er diem rate be passed, this  trav el time would be reduced to approxima tely 90 days per man.

22 Tra nsp ortatio n of th ings :
Activation of this  program will neces sitate the shiftin g of manpower between the various  field offices and Washington. The estimated cost of moving em­ployee household goods is $5,(X)0.

23 Rents , communications, and uti lity  service s:
Addi tional  telephone and communications services are estim ated  at $3,000.
Space will have to be leased for quart ers  for the 88 addit ional employees. The cost of $50,000 is based upon cu rre nt estim ates from the General Services Administ ration.

25 Rep airs  and building a lte rat ion s:
Moving partit ion s and other alte rat ions of office space  toge ther  with othe r moving costs are  est imated a t $5,000.

26 Supplies and ma ter ials_____________________________________ $10, 000
31 Equipment________________________________________________  24, (XXJ

These  amounts will be required to provide the add itional office supplies, paper, duplicat ing material s, etc., as well as desks, chairs, other office furniture , type­writers, adding and calculat ing machines, and other office equipment.
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Our request for addit ional  funds to und erta ke this  enforcement program has 
the supp ort of the Attorney  General as evidenced by his let ter  of April 18, 1961, 
which is attached .

Respectfully  submitted.
P aul  R an d D ix o n , C ha ir m a n .  

F ed er a l  T ra de  C om m is si on

Bu dget
page

He ading Original
es tim ate

Revis ed
es tim ate

Inc rea se

166 Fe deral  T rade  Com mission : Salarie s a nd  e xp en ses. . $9,640,000 $10,690,000 $1,050,000

Program and financing
[In  th ou sand s]

Original
est im ate

Revis ed
es tim ate

Increase,
1962

Prog ram  b y ac tiv iti es:
Operat ing  cos ts:

1. Anti mo nopo ly:
(а) Inve sti ga tio n an d li ti ga ti on .. .................. .
(б) Econom ic an d fina ncial re po rts___________
(c) Tra de  practic e conferences,  in du st ry

guide s, and small  b us ine ss____ ____ ____
(<f) Co mp liance investiga tio ns  for th e A tto rn ey

Gen eral_____ ________________________
2. Decep tiv e practic es:

(а) Inve sti ga tio n an d li tig at io n.............................
(б) Tra de  pra ctic e conferences,  in dus try

guide s, an d small bu sin ess ______ ______
(c) Texti le and fur  en forcem en t________ ____ _
(d) Lan ha m  Act  and  ins uran ce ....... ....... ...........

3. Ex ecuti ve  d ire ction  and  m an ag em en t.......... ............ .
4. A d m in is tr a ti on .. ______ _____________ _________

Ne w ob ligational au th or ity  (app ropr iat ion )

$4,204
711

150

2,395

300
896

1
503
480

9,640

$4,204
711

150

1,050

2,395

300
896

1
503
480

10,690

$1,050

1,050

[In thou sand s]

11

12
21
22
23

24
25

26
31

Ob jec t clas sification

Pe rso nnel com pensa tion:
Pe rm an en t p os ition s______ ___________
Other  pers onnel  com pensation_________

Tot al  pe rso nnel comp ensat ion ________
Perso nnel benefit s..................... . .........................
Tr av el  a nd  tra ns po rta tio n of persons_______
Tr an sp or ta tio n of t h in g s .. ...................... . .........
Ren ts , co mm unica tio ns , a nd  u ti li ty  services:

R en ts ....... ......................................... ..............
Co mmun icat ions _____ ________________

Pri nting  an d re pr od uc tio n________________
Othe r s erv ices....................................... ................

Cl inical  t e st in g .__________ ___________
Ste nogra ph ic repo rti ng ________________
To pical d ige st o f decisions ______ _______

Su pp lie s an d m ater ia ls_____ ______________
E quip m en t________ _____________________

To ta l o bl igat ions .......................... ...................

Original
es tim ate

Re vised
es tim ate

$7, 925 $8,625
12 12

7,937 8,637
596 649
441 641

8 13

186 236
89 92
50 50
19 24
85 85
38 38
18 18

106 116
67 91

9,640 10,690

Increase,
1962

$700

700
53

200
5

50
3

10
24

1,050

5

Personnel summary

1960 ac tu al 1961 e st im ate Re vised  1962 
est im ate

To ta l n um be r of pe rm an en t po si tio ns ............................................ 754 823 1,119
Average num be r of em pl oy ee s. . _____  ________  . ______ 747 815 1,090
N um be r of emplo yees en d of yea r_______ __________________ 782 950 1,100
Average GS g ra de ............................... _ ............................................ 9.2 9.2 9.1
Average GS s al ar y................... . .......... .......... .............. . .................... $7,631 $8,155 $7,858
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Office of the  Attorney General,

Washinyton, D.C., March 2Jf, 1961.
Hon. Faul Rand Dixon,
Chairman, Federal Trade Commission,
W asliinyton, D.C.

Dear Mr. Dixon: In accordan ce with the  provisions of section 6 (c ) of the  
Fed era l Tra de  Commission Act (13  U.S.C. sec. 4 6 (c ) ) application  is hereby made  
to the Fed era l Tra de Commission for  an investiga tion  of the  man ner in which 
the  judg men ts in the attached list  of cases  have been and are  being car ried o u t

For  th e purpos es of such inves tigatio ns, representativ es desig nated by t he  F ed­
era l Trade Commission to make the inve stiga tions are  hereby duly auth oriz ed to 
act as represe ntat ives  of the Dep artm ent of Jus tic e pur sua nt to the sections of 
the  respect ive judgm ents giving cer tain  vis itat ion  and interv iew righ ts. Supple­
mental wr itten  auth oriz atio n will be provided  for such repr esen tatives upon re­
ques t of the  Commission by the Assist ant  Atto rney  General in charge of the  
An tit rust Division.

As you are awar e, the  sta tut e hereby invoked has  been vir tua lly  unuse d since 
its  e nact men t in 1914. There are, there fore , no precedents  o r liaison proce dures  
estab lished  for thi s reference. It  is suggested th at  you ins tru ct the  app ropriate 
members of your  staff to communicate directly  with  the Ass istant Attorney Gen­
era l in charge of the  A nti tru st Division, or oth er members of the  an ti trus t staff, 
and  secure such additional info rma tion  and form ula te such liaison proce dures  
as  will best perm it the discharge of the  respective func tions of our  agencies as 
appear to be contemplated  by the sta tute.

It  is hoped that  utili zatio n of thi s procedure  may ina ugu rate a new era  of 
cooperation between Dep artm ent of Justi ce  and the Fed eral  Tr ade Commis­
sion, and of more effective enforc ement  of  an tit ru st  decrees.

Sincerely,
Robert F. K ennedy,

Attorney  General.

Federal Trade Commission , 
Washinyton, D.C., March 28, 1961.

Hon. Robert F. Kennedy,
The At torney  General,
Washinyton, D.C.

Dear Mr. Kennedy : I am pleased to acknowledge rece ipt of you r le tte r of 
March  24, 1961, in which you requ est the  Fed eral  Tra de Commission to make 
an  inve stiga tion of the  manner in which  the  judg men ts in an att ach ed lis t of 
cases have been and are being c arri ed out.

I wa nt to ass ure  you of our whol ehear ted supp ort of your  effor ts to insure  
enforcement of these  an tit ru st  decrees. The Commission welcomes the  prosp ect 
of more effective coopera tion with  the  Depar tme nt of Jus tice under your 
leadership.

As su ggested in you r letter, I have ins tru cte d the app rop riat e members of our 
staf f to commu nicate  with the Assis tan t Attorney Genera l in charge of the  
An tit rus t Division, or with  othe r members of the  an tit ru st staff, for  the purpo se 
of for mu lating the  liaison proced ures neces sary to accomplish the inve stiga tions 
you have requested. This phase  of the  work will proceed immedia tely.

Upon assum ing the dutie s of Cha irman of the  Fed eral  Trade Commission on 
March 21, I found, among other things, th at  the  Commission’s program for  en­
forci ng even its own outs tand ing orders to cease  and desi st has  been seriously 
neglected. Rev italization of this work is essential , and from my study  of the  
problem I am convinced th at  the enforcement respo nsibi lities  here tofor e rest ing 
in the Office of General Counsel mu st be tra nsfer red  to the agency’s prin cipa l 
operating bure aus.  This  tra ns fer will be effec tuated as soon as possible, and  I 
am now plan ning  to int egr ate  into  the  enforcement acti vity  the  inve stiga tions 
you h ave requested.

This, of course, will nece ssita te the  em ploymen t of add ition al personnel which, 
in turn , will requ ire us to seek add itional funds for  fiscal 1962. I have inform ed 
the  Director of the  Bureau of the Budg et of thi s need, and shal l app rec iate  a ny 
help you may be able to give us in sup por t of our request.

Sincerely,
Paul Rand D ixon, Chairman.
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F ed eral  T rad e Co m m is sio n ,
Wankington, D.C., April 10,1961.Hon. Robert F. Kennedy,

The Attorney  General,
Washington, n.C.

Dear Mr. Kennedy: On March 24, 1961, you made application  to this Com­
mission for an inves tigat ion of the manner in which the judgments in 56 listed 
cases have been and are being carr ied out. We welcome the inaugura tion of a 
new era of cooperat ion between  the Departm ent of Jus tice  and the Federal 
Trade Commission and  agree that  a more e ffective enforcement  program of a nt i­
tru st decrees must be achieved. Doubt in any area as to the effectiveness of 
decrees which have been rende red in the an tit ru st  field should be resolved.

The Attorney General’s author ity to requ est the Federal  Trade Commission 
to conduct invest igations into the manner in which an tit ru st  decrees are being 
carr ied out has been invoked on only three occasions. Our experience to date 
reflects that  this  type of investigation is in the  realm  of the most difficult, pains­
taking, and time consuming of a ll the Commission’s work and requires the a ssig n­
ment of the most capable and  experienced employees. The 1936 investiga tion,, 
which involved a decree aga ins t the Standa rd Oil Co. o f Ca lifornia, required the 
assignment of 10 of the Commission’s most qualified  personnel, including at­
torneys and accountants , who spent the  greater  pa rt of 1 year  (most  of which 
was on the west coas t) to complete the investig ation  and submit  the report. 
In 1952, investigat ion of a decree aga inst the  American Optical Co. required 
the use of five attorneys f or more than 15 months.

While we feel th at  experience gained over the  pas t 20 years will enable us 
to perform the task  now much more efficiently tha n it was perform ed before, 
cursory examination of the list  of cases involved in the  cur ren t request con­
vinces us that  many of these inves tigat ions will entail the assignment of much 
manpower and will consume considerable time. It  is well known, for example, 
that  in a number of the  cases involved the  orig inal litigation extended over a 
period of severa l years and required expe ndi tures approaching a million dol lars  
each. It  is logical to expect that  an inve stiga tion of the type required to deter­
mine the extent to which the decrees are  being complied with will entail com­
parab le expendi tures of tim e and money. It  is obvious therefore that  addit iona l 
funds to provide the ex tra  manpower  mus t be provided if this  work is to be 
accomplished with  reasonab le dispatch .

In order  that  we may und ertake this  add itio nal  work and at  the same time 
proceed with othe r Commission functions, we have  applied  to the Bureau  of the  
Budget for authorization to request add itional fund s from Congress to provide  
95 professional and 29 clerical employees toge ther  with trave l and supporting  
costs amounting to $1,290,000. We are  confident that  the results  which can be 
achieved through this  program will fully justi fy  this expense. In addit ion, we 
have been di rected to app ear  before the House Subcommittee on Appropriat ions 
on April 29, 1961, in supp ort of our original 1962 request,  and since your applica ­
tion is a matter of public record we will undoubtedly lie questioned on the  
program.

Your support  of our requ est to the Bureau  of the Budget will be ap preciated. 
Sincerely yours,

Paul R and Dixon,
Ch airman.

Office of tiie  Attorney General.
Washington. D.C., Apri l 18,1961.

Hon. Paul Rand Dixon.
Chairman, Federal Trade, Commission,
Washington. D.C.

Dear Mr. Chairman : I have  your let ter  of March 28, 1961, and apprecia te the 
assu ranc e of your  wholehearted support of our  efforts to insure enforcement of 
the an tit rust decrees mentioned in my let ter  of March 24 to you.

I note from the las t par agraph  of your let ter  you ref er to the necessity  for the 
employment, of  additional personnel which will require addit ional  funds  for  the 
fiscal yea r 1962. We will be happy to support your request for such additional 
funds  and will await suggestions from you as to the direction our efforts should 
take.

Sincerely,
Robert F. Kennedy, Atto rney General.
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General Stateme nt

Senator Magnuson. Do you have a statement that  you would like to 
make, or do you want to read from your letter ?

Mr. Dixon. I would jus t let the lette r speak for itself, if you will, 
Mr. Chairman, and speak orally to this proposition.

Senator Magnuson. Well, read the letter. It  is very short. Then 
we will get our bearings here.

Mr. Dixon (reading) :
Dear Mr. C ha irman  : I ha ve  y ou r le tt e r of  Ju ne  2, 1961, co nc erni ng  t he  “ In de­

pen de nt  olhces ,” ap pro pri at io n  b ill fo r 1962 fo r th e  F edera l T ra de  Co mm iss ion  as  
re po rted  by t he  H ou se  A pp ro pr ia tio ns  C om mittee .

We re qu es t th a t H.R. 7445 be am en de d on pa ge  15, lin e 2, by st ri k in g  th e f igure 
“$10,000,000” , an d su bst it u ti ng  $10,690,000”.

The  in cr ea se  fo r fiscal  yea r 1962 of  $2,680 ,500 rec om men de d by th e P re si den t 
is  pr ed ic at ed  upon  (1 ) $1,630 ,500 to  pr ov ide ad dit io nal  st af f to  han dl e th e ever-  
in cr ea si ng  vo lum e and  ba ck log of th e work of  th e Co mm iss ion . Pen di ng  in ves ti ­
ga tion s are  now  eq uiv al en t to mo re  th an  1%  year s of  work by th e  p re se nt s ta f f ; 
an d (2 ) $1,050,000 to  comp ly w ith  th e A tto rn ey  G en er al ’s re qu es t th a t th e 
Co mm iss ion  co nd uc t in ve st ig at io ns  in to  56 court  de cr ee s of a n ti tr u s t law viol a­
tio ns , as  re qu ir ed  by  sect ion 6 (c ) of  th e F edera l T ra de Co mm iss ion  Ac t. In ci ­
de nt al ly , th es e 56 d ec re es  r ep re se nt  a sp an  of 20 y ea rs .

Hou se  Rep or t No. 449 st a te s th a t ou r re ques t fo r $190,000 fo r re n ta l of  addi­
tion al  office sp ac e lx* redu ce d to no t in ex ce ss  of  $100,000. Thi s lim itat io n  wi ll 
ba re ly  pr ov id e th e ad dit io nal sp ac e which  is re quir ed  in  W as hi ng ton an d will  
al low no th in g fo r addit io nal  sp ac e ne ce ss ar y fo r th e ex pa ns io n of  o ur field office 
st af fs  fo r which  su bst an ti a l fu nds a re  includ ed  in  th e bil l an d in ou r re qu es t fo r 
re st ora tion .

Th e re du ct io n of $690,000 proposed  by th e  Hou se  am ou nt s to  a re du ct io n of 
25.7 pe rc en t of th e  Co mm iss ion ’s re qu es ted in cr ea se . Thi s re du ct io n wou ld 
el im in at e 54 po si tion s an d $420,000 fro m th e in cr ea se s proposed  fo r th e  re gula r 
Fed er al  T ra de Co mm iss ion  pr og ra m s an d 22 po si tio ns  an d $270,000 from  th e 
en fo rc em en t in ve st ig at io ns  pr og ra m  re qu es te d by th e A tto rn ey  Gen eral .

I pr ev io us ly  st a te d  th a t th e vo lum e an d ba ck log of  th e  Co mm iss ion ’s w or k are  
a t an  un pr ec ed en te d level. As  of May 31, 1961, pe nd ing in ves tiga tions to ta le d  
2,519 as  co mpa red w ith  1,808 1 yea r ago—an  in cr ea se  of  30 pe rc en t. R est ra in t 
of  tr ade  in ve st ig at io ns  to ta le d  1.204 on Ma y 31, 1961, as  co mpa red w ith  931 
1 y ea r ago—an  in cr ea se  of  m ore th an  29 pe rc en t. Dec ep tiv e pra ct ic es  in ves tiga­
tio ns  ha ve  al so  ri se n to  1,316 fro m 877—a n in cr ea se  of  50 pe rc en t. T he fo rm al  
ca se load  in th e re s tr a in t of  tr ade  field  al so  re flec ts  a sh arp  in cr ea se . D uring  
th e fi rs t 11 m on th s of  th e curr en t fisc al yea r th e  Co mm iss ion  issu ed  117 re s tr a in t 
of  tr ade  co m pl aint s an d 97 ce ase an d des is t or de rs , as  co mpa red w ith  98 com ­
pl ain ts  and  35 or de rs  d ur in g th e same pe rio d la s t ye ar .

We ha ve  bee n ad vi se d th a t my ap pe ar an ce  be fo re  y ou r su bc om mitt ee  h as  been 
sche du led fo r Ju ne 15, a t which  tim e I w ill  be ab le  to  pre se nt more de ta il ed  
expla nations of th es e re m ar ks .

W ith  ki ndes t r eg ar ds , I am ,
Si nc er ely yo ur s,

P aul R and D ixon , Cha irman .

Work Under F und s Allowed

Senator Magnuson. All right. Firs t of all, your letter explains— 
which will lie put in the record in full—the reason for the added $1 
million plus in the amended budget.

Mr. Dixon. This is correct.
Senator Magnuson. Now on the $690,000 that  the House cut. They 

gave you approximate ly $500,000 extra from the other budget. Ap­
proximately, in general terms?

Mr. Dixon. Approxim ately ; yes, sir.
Senator Magnuson. That would eliminate 54 positions and 22 posi­

tions in the 270 from the enforcement investigation program requested
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by  the At torney  Gen era l. Ar e these  new cases or  back logs  of  the  
At torney  Ge neral ?

Cas es  A ffec te d

Mr. D ixon. Mr. Ch airm an , these ar e selec ted cases, what they would 
cons ider,  I believe, th ei r more im po rta nt  type  judgme nts  or  decrees.  
The se are  cases th at  t hey act ua lly  prosecuted and a de termination, a 
decis ion, a decree  w as ren dered.  The que stio n is wh eth er the  decrees 
are  being  complied w ith  or  bein g violated.

Now each  of those cases were, as you  m ight  imagine, very  im po rta nt  
cases. They took a tr emend ous am ount of  time  to  i nve stig ate , to bu ild  
up  and  tr y .' Ou r experie nce  has  shown  th at  in or de r to  com petent ly 
dete rmine wheth er the y are bein g violated or  not, it  takes  a grea t deal  
of  t ime  a nd sk ill to ge t t hat inf orma tio n to make th at  ju dgment.

So under  our  basic law, section  V I------
Se na tor  Magnuson. We  un derstand th e law .

J u st ic e  D ep artm en t R eques t  for  S tu dy

Mr.  D ixon. Th ree  tim es in the  hi sto ry  of th is law, the Justi ce  De ­
pa rtm en t has  reques ted the  Federal  Tra de  C omm ission to make such  
a study  fo r them .

Se na tor  Magnuson. The po int  I  am making is, Have these  reque sts 
come to  you since  you have  been down the re,  or  since the new At tor ney 
General has taken office?

Mr.  D ixon. I t has come since  I  came dow n the re.  I had  been the re 
abo ut 2 or 3 days  when I  go t a let ter  f rom  him sayin g he wanted thi s 
to be done. An d I  told  h im I fel t t his  was fine, i t should be done, and 
I  wished he would su pp or t us to get  t he  fund s to  do it.

Se na tor  Magnuson. And  we are  to un de rs tand  thes e are  cases 
th at Rod gers piled up —I d o no t mean piled,  I  do not mean to use th at  
ter m—they are  cases the y prosecuted and th at  Ke nnedy  ha s now asked 
you to  see th at  the decrees  are  being enforced ?

Mr. Dixon. Yes, sir.  They a re cases as fa r bac k as 1940. In  othe r 
words, these are  an ti trus t cases.

Senator  Magnuson. We ll, I  guess the word “p ile” up  is accurate.
Mr. D ixon. Now we hav e the  same problem  wi th our cease and  de­

sis t orde rs. We have abou t 40 volumes of the m ourselves.
U A I8 0 N  W IT H JU ST IC E DEPART MEN T

Sena tor  Magnuson. I just want to po in t th is out  because it  a lways 
ha s seemed to  me, af te r yea rs here , th at  the liaison  between  the  De­
pa rtm en t of  Justi ce , both ways, has been in many cases lack ing . In  
othe r words, the Tr ad e Comm ission has  sen t over to the  Justi ce  
De pa rtm en t cases which sometimes  wou ld lie there and  vice versa .

Bu t th is will po int up the  fact now th ere  is a work ing  liaison.  I will 
ask  you then, does it  wo rk the  same way  when you send  cases over  
to  the  Justi ce  De pa rtm en t ?

Mr. D ixon. I wou ld believe so, sir.  I t  is my determ ina tion, and  my 
fellow Com missioners’ det erm ina tion, ce rta inl y, to use the  powers 
th at  Congres s has vested in these two De pa rtm en ts in the  best  way  
possible.

Se na tor  Magnuson. Now do you ju st  send  each  oth er let ter s or  do 
you have  some physic al con tac t?
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Mr. D ixon . We  have  phy sical con tac ts. We hav e def init e liais on 
peop le set up to check  daily  to see th at  we are  no t du pl icat ing each  
othe r’s effo rts. An d when we send som eth ing , we would int end it be 
done.

An d, of course, on th is request com ing  to us, we can do it if  we get 
the  fiscal moneys------

Se na tor  Magnuson. Because you know very well from your  pas t 
experience, you canno t point your  finger  at  one agen cy or  the  oth er,  
bu t the re has been th at  lack of, no t coo peratio n, but lack of  pu lli ng  
tog eth er on cases, both  ways.

Mr. D ixon . Th is is corr ect,  sir , it cou ld be said . But  the  point 
here is th at  if we perfo rm  the job  reques ted by the  De pa rtm en t of 
Ju sti ce  on these 56 cases w ithout  money , then we could  not pe rfo rm  the 
fun ctions th at  the  Congres s expects  us to pe rfo rm  unde r the  basic 
laws  of  the  Fe deral  Trade Com mission  Ac t, the  Te xt ile -F ur  Act , 
and  the  Clayton  Act.

Se na tor  M agnuson. W ha t about the  54 po sit ion s; in wh at catej rorv 
are  the y ?

Revised Budget

Mr. D ixon. Well, my predeces sor at the  Commission requ ested of 
the  Eis enh ow er Budget Burea u some $3 mil lion  increase in orde r to 
ca rry  out the incre ased  wor kload of  the Comm ission . Th e Ei sen­
how er Bu dg et  Bu rea u recommended $1,630,500 increase.

Se na tor  Magnuson. Th at  is rig ht . Fr om  $8,009,500 they recom­
mended $9,640,000.

Mr. D ixon. They recommended th at . An d even befo re I was con­
firmed by the Sen ate  and took  officw, of course , it became ap pa rent  
th at  wi th the var iou s requests that  were made of  me, as to wha t we 
were g oin g t o do abo ut the  lag, wh at cou ld we do ourse lves to improve  
our own pro cedures and  to become more  efficient, some action would 
be necessary.  So I went to the  Bu dget Bu rea u and  reques ted the 
same amoun t of  money . How ever, I wanted it clearly understood we 
were going to  a tte mp t to reo rga nize this  Commission, as I  tr ied to ou t­
line  be fore your  commit tee.

Se na tor  Magnuson. Senator  Scho eppe l and I asked you some very 
poi nted questions about that.

Letter From House on Reorganization

Mr. D ixon. An d the y listened very pa tie nt ly , an d they wrote  a le tte r 
to the  Hou se App ropr ia tio ns  Comm ittee endorsing  th at  am ount of 
money. I t  is very sho rt. Or,  ra th er , the y wro te back  to  me.

My Dear Mr. Dixo n: This  refers  to your  let ter  of March 22, 1961, regard ing 
organization al changes th at  you propose for the  Federal  Trade Commission.

I took  office in March.
Your let ter  notes that  the  changes proposed will not require  addit ional fund s over the amount requested for the Commission for  fiscal year 1962. al though some revision of the planned allocations among bureaus will be necessary.
On the  basis of our conversa tion, and the views of Bureau staff with  whom you have had furth er  discussions, I believe that  the projiosed changes should  provide an effective organ izatio n, cons isten t with  the basic objectives pointed up in our recent staff repo rt on the act ivit ies of the  Federal Tra de Commission. It  would be ent irely appropriate to discuss  the desired changes  with  the  House 

71036— 61------ 19
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Subcommittee on Appropriat ions at  such time as you are  called to t est ify on the 
Co mm iss ion 's 1962 budget request.

PURPOSE OF REORGANIZATION,

And I did th at . I exp lain ed in gr ea t de tai l to the Hou se App ro ­
pr iat ion s Com mit tee these org aniza tional changes. An d no t to lie 
repetit ive , because  both you and  Se na tor Schoeppel hea rd me de­
scribe these  th ing s—S enato r Rober tson  did  no t hear me there—the 
main th ing we have in mind do ing  here is to cut  ou t as much load  
as we possib ly can, the  overl appin g and  dupl ica tio n, and to  cen ter  
pr im ari ly in ou r enforceme nt bureaus the  responsibil ity , no t only  in ­
vest igat ion, bu t tri al  an d completion  of  the  matte r.

Th is would  keep  people from ha vin g to  dupli ca te each  othe r’s 
work.

Senator  Magnuson. Now, you have a staf f of 823 people.
Mr. Dixon. Tha t is a pprox im ate ly cor rec t, si r.
Senator  Magnuson. And the est ima tes  as r evised would prov ide  29G 

addit ion al jobs.
Le t me ask you  firs t, in what shops wou ld they  be spread , all  over  

the  Commission o r in one par tic ul ar  divis ion  ?
Mr. D ixon. They would be sprea d th roug h the  Commiss ion. Now, 

1 can call  them off to you v ery briefly , because-----
Sena tor  Magnuson. Tha t is enough . We  will pu t th at  in the  

record.
Mr. D ixon. Al l r ig ht , sir.
I th ink there is a sheet in th is App ro pr ia tio n Com mit tee hear ing 

here  th at  will reflect  the  new org aniza tio n of the  Comm ission , the  
presen t staff,  a nd  how the  increases will  be spre ad  am ong  the bureaus.

Senator  Magnuson. All  r igh t.
(T he t abl e re ferre d to faces  this  pa ge:)

FUN DS FOR INCREASED PERSONNEL

Then the  House gav e you enough  increase fo r 230 employees  and 
I underst and-----

Mr. D ixon. 220,1 believe.
Senator  Magnuson. Th is says 230 here.
Mr.  D ixon. I t  is app rox im ate ly that.
Sena tor  Magnuson. All rig ht , fo r the  record  le t’s say 220.
Mr. Dixon. Yes, s ir.
Sena tor  Magnuson. I understand fro m you  now th at  i f the  House 

figure should sta nd , those 220 wou ld be spr ead  throu ghou t the  Com­
mission.

Mr. D ixon. Th is  is correc t, si r.

HEARING EXAMINERS AND COMPLIANCE PERSONNEL

Se na tor  Magnuson. The Hou se also gran ted your  request fo r 10 
add itio nal  he ar ing examiners and  5 c lerical  employees, and the y said  
th at  at  least 66 of  the new jobs sho uld  be in compliance. Now," w hat 
do you h ave  to say as to  th at  dire ctiv e ?

Mr.  D ixon . Th e 66 on compliance would  be fo r the  At torney Gen­
eral ’s program . Tha t is the  way I would underst and t ha t.
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EFF EC TS  OF DELA Y IN  SE TT LE M EN T

Now, when I  was befo re the  House  subcomm ittee , I made the  s ta te ­ment th at  there  are appro xim ate ly some 400 dock eted  com pla ints on the  Com mission’s cale nd ar  being  hear d by some 15 he ar ing exam iner s, an d I would est imate  pe rhap s we are  some 3 years  behind. An d I sa id th is seemed to me like  mighty poo r manag ement , a nd th at  by all means we ou gh t to have enough  money , because th is just ice  delay is ce rta inly  cau sing a grea t deal  of difficulty in the small busin ess com­munity  pa rti cu la rly . Al tho ugh we hav e cha llen ged  a vio lation and we are  pro cee ding in it, if  it is taki ng  us 2 or  3 or  4 yea rs to get  throug h, the pa rty comp lainin g could  very well be ba nk rupt  and ou t of  busin ess be fore we get  th roug h with t hi s matt er . So when I pointed th at  out,  the y seemed to agree with it, and they  have high lig hte d it  here .
RE OR GA NIZA TIO N TO CORRECT DE LA YS

Now, in  ou r reo rga niz ation , we are  wo rking  on a rul e now. We find  th at  some 70 perce nt of  our dock eted  cases, Mr.  Chairma n, are  set tled . Now, hereto fore, once a  compla int  was i ssued , th e set tlem ent , the tri al , and  ev ery thing  was  han dled by the he ar ing examiner. A gr ea t deal of  time lag has  deve loped  in th at  prog ram  because  of ten  opposing counsel will  come in and  go th ro ug h all  kin ds of  gy rat ions  an d neg otia tion s, even at  the  point  o f whe re you go to a dis tan t po int fo r a tri al  and the y set tle  it  th at  day , an d we have lost  the tim e set  aside fo r it.
CO UN SE L FOR CO NS EN T ORDERS

We prop ose to  set up  un de r our  Gene ral Counsel an As sis tan t G en­era l Counse l in charg e of  consent orders . Th is will  mean th at  the  he ar ing exa miner  w ill be fre e to try  n othing  ex cep t c ontested ma tte rs an d we will  get more out o f him. I t  w ill also mea n, I  thi nk , t hat  ou r orde rs will  be more con sist ent  because  he does no t pe rfo rm  a rea l judicial  fun ction  here . Al l we have  here is a consent. We  hav e a comp laint and the pa rti es  consent. I t  comes to the Commission and we appro ve  or  disap prove t ha t.
Se na tor  M agnuson. Th is will be hi s job?
Mr. D ixon. Th is wil l be t he  hearin g e xami ner’s job,  to try  t he  con­tes ted  cases, and it  wil l be the As sis tan t Gener al Counsel ’s job  to ha nd le consents. We pro pose to issue, u nd er  ou r own basic  a utho rit y there , a new rule th at  would set our cases down at  a time , place, and  da te certa in,  where we wou ld hope  th at  except fo r mos t extreme ci r­cum stances,  they would be tri ed  un til  completed, wi th  no int erlocu­to ry  appeals  ly ing un til  it  fina lly comes to the  Commission. Th is should  resolve the pro posit ion  of where 2 or  3 years will go by and  we may  no t have over 15 day s t ri al  in those  years. I wa nt  those in suc­cession, if we can ge t i t.

Letter F rom National  Congress of P etroleum  R etailers

Se na tor Magnuson. Now, Mr.  Cooper ju st  handed  me a le tter  we rece ived on March  8 fro m the Na tional  Con gress of  Petro leu m Re­tai ler s. And I am no t proposi ng  to discuss the me rit s of the case, or  whate ver  the fac ts are  in the case. How eve r, here is a pe rti ne nt
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thin£ to what you are talking  about, bearing upon what we are dis­
cussing here today.

They say they were shocked to read in the trade  press recently tha t 
the Federal Trade Commission complaint cases, based upon those in­
jured going back to 1956, on which the most recent hearings  were held 
in September 1960, had been recessed un til April  1962.

Now, is that  the  sort of thing you are talking  about, to get at these 
things  and make a decision ?

Mr. D ixon. This is exactly it. We are using all of the ingenuity 
we have to do everything  we* can to take the lag out of o ur program.

Senator Magnuson. I do not know anything about the case.
Mr. D ixon. Then as I  tried to point out, as the national  economy 

growth occurs in the country, and it is going to continue, the  problems 
of the business world are going to continue rising, so our responsi­
bilities are going up.

LIAISON WI TH KCC

Senator Magnuson. Now, I want to ask you one more quest ion about 
this. The two departments  you are more concerned with and vice 
versa, are the Justice, which you discussed, and then the Federal Com­
munications Commission.

What kind of liaison have you found since you have been down there 
with the FCC? They were up here yesterday. This is mainly on ad­
vertising.

Mr. Dixon. We have, in my opinion, a very fine liaison with them, 
and we are going to continue developing that liaison to where i t will 
be foolproof and where it will provide them with as much informat ion 
as we can possibly give them in order to perhaps use i t as they would 
see fit in determining, I  suppose, the question of licensing.

Senator Magnuson. Tha t is right , because they have a very diffi­
cult problem, and part of this whole nationwide uprising against pro­
graming, a lot of it, is because of the nature of advertising.

INFORMATION FOR RADIO STATIONS

Mr. Dixon. We were just talking yesterday about a pro ject that , if 
we can work it out, should be useful.

You know there are a tremendous number of radio stations and tele­
vision stations. We issue tremendous numbers of complaints- and 
orders.

Now, we are try ing to determine whether we cannot work out some 
method where we can send and keep these radio stations themselves 
informed of the types of m atters tha t are coming before us.

Now, this would certainly, in a sense, put them on notice of the 
information.

Senator  Magnuson. Because the chairman wants to say i t is not the 
fault of the networks or the licensees in these cases, it  is usually the 
advertis ing agencies.

The villain usually becomes the  advertising agencies, and unless, as 
Senator  Allo tt pointed out yesterday, it is patently obnoxious, there 
is not much they can do about it.

Mr. D ixon. Then I would think , in fairness to them, and I  do not 
know whether they have the expertise to determine whether it was 
obnoxious or not-----
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Se na tor Allott. Le t's  follow th at  fu rth er , ju st  a moment. You 
mentioned a moment a go th at  you are  making  an at tempt  to keep them 
inf orme d of the  typ e of  eases th at  are  com ing  befo re you. 1 know 
th at  you r rep or ts are  pub lish ed,  bu t in the  smal l t own s all over W ash ­
ing ton , Colorado, Ok lahoma, an d Louis iana, where you have small 
sta tions , they do no t see these reports.

Mr. D ixon. Th is is the p oin t I am a ddres sing myself to.
Se na tor Allott. An d 1 th in k th at  pe rhap s if some dis tribu tio n 

could be made of  these decis ions, or ju st a  synops is o f------
Mr. D ixon . Tha t is it,  exac tly.
Se na tor  Allott ( co nt in uing ). I t  could help these  people very much.
Se na tor  Magnuson. Because mainly  th ey w an t to  t ry  and  do a good 

job.
Se na tor Allott. They wa nt to keep out of trouble themselves, and  

th is i s th e way they  do it.
QU ES TION  OF MA ILING

Mr. D ixon. The only  p rob lem  we have in fron t of us, and  I  am sure 
we ca n resolve  i t, is th e quest ion of mailing. An d tod ay,  as you know, 
we are cha rged with ma iling  expense . Th is wou ld be a conside rabl e 
ma ilin g. We would be actua lly  pe rfo rm ing som eth ing  th at  would  be 
very beneficia l to them.

Se na tor  Allott. Pe rh ap s you  could  work ou t som eth ing  wi th the 
FC C in  th is respect.

Mr. D ixon. We are  going to  determine  it  one way or  the  o ther. I 
th in k the  expense is inc ide nta l, as to  who does it. I t wou ld increase 
the  w ork  of  our pr in t shop—it would be something like  4,500 m ailings  
th at  would  have to come out.

Now we send ou t sum ma ry sheets  abou t eve ry 10 day s or  some- 
th in k like that . We could say every 10 days if  we sent sum mary 
sheets of  our ac tiv ity  to thes e 4,500 rec ipients the y would at  least 
be inform ed.

COOPERATION W IT H FCC

Mr. Secrest. I th ink I might  interj ec t one th ing , th at  it has been 
the  poli cy of  the Commission always to coo perate  with the  FCC. 
An d if  we issue a complaint , or  have any  reason to proceed again st 
an ad ve rti se r who used  rad io or  telev ision , th at  is all we send to the  
FC C.  In  the  payo la cases we issued appro xim ate ly,  I thi nk , 100 com­
pla int* . Ev ery  file we had on pay ola  was m ade  available  to  th e FC C.  
Th ey  s ent men ove r to  look th roug h them . So an ythi ng  th e Commis­
sion has  ever had th at  we thou gh t would help the m,  or  be in line  
wi th th ei r work, they hav e ha d access to it  and we have vo lunta rily 
giv en i t to  them.

VALUE OF siERVICE TO RADIO ST AT IO NS

Se na tor Magnuson. Wo uld  you agre e, Mr. Sec res t, wh at  we are  
ta lk in g about is—th at  migh t be tru e—tha t ei ther  the  Tr ad e Com mis­
sion or  the  FC C,  or  both,  ou gh t to ge t some of  these peop le------

Mr. S ecrest. I agree  100 percen t.
Se na tor Magnuson (co nti nu ing .) Dow n to the  licensee, and  the  

peo ple  who m ight  get  hu rt  by it.
Mr. Secrest. I agree 100 percent . I f  we could send  to every rad io 

sta tio n in the  coun try  copies of  the  com pla int s we issue, the y would
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then know the type of advertising we proceed again and could re­
ject it on their  own.

SUM MARY SH EE T OF INFORM ATION

Senator  Allott. 1 do not think  this much is necessary. 1 do not 
want to make an advertisement for a part icular magazine here, but 
I think it is the  U.S. News & World Report tha t carries each week 
two or three  columns with respect to Treasury rulings, I nternal Reve­
nue rulings, NLRB ruling, ‘‘You can do this,” “You cannot do this ,” 
“You cannot do this.” You have all seen them I  am sure. But  isn’t 
it sufficient for these purposes—it is not necessary tha t they have full 
copies—that a well-written concise synopsis of the complaint in your 
decision on it, in three or four sentences-----

Air. Dixon. This is our summary sheet we are talking about.
Senator Allott. This is the sort of thing tha t could do the job.
Mr. Dixon. This is what we are talk ing about, our summary sheet. 

The point was I did not want to infer, and I though that perhaps you 
were aware of it, as Commissioner Secrest has recited, the Commis­
sion has been regularly sending complaints and making files avail­
able. But as you point out, Air. Chairman, this is to the Commission. 
Was tha t information  getting down to the individual stations  and all?

TRADE JOUR NA LS IN  BROADCASTING

Now, there are excellent trade journals in the broadcasting and 
radio industry. A great deal of this information is duplicated there.

Senator Magnuson. The Broadcast magazine, for  example.
Mr. Dixon. The point is they say they did not have notice of it, it 

was not brought to  them. And if we can boil it down as you suggest, 
Senator  Allo tt-----

COOPERATION W IT H BROADCASTERS NECESSARY

Senator Magnuson. But our point is th at if the American public is 
going to get a better all-around presentation  over this real potent 
medium of communications now, radio and television, there lias to 
be a partnership between the Federal  Trade Commission, the FCC 
and the operators,  99 percent of whom want to do a good job.

Mr. Dixon. I agree 100 percent. I say we could never, al l of the 
agencies you have created could never, police and do it for them. It  
will be done in the public interes t when individual responsibility is 
accepted. And we should do our par t to keep them advised. I think 
we ought  to be intelligent enough to work this out. I can say we were 
on it jus t as late as yesterday.

QUESTIONA BLE ADVERTISING

Senator  Robertson. Mr. Chairman, I  want to call attention to some­
thin g I hear every afternoon. If  I  turn on NBC for the local news, 
I hear about the “big, big gallon” Cities Service is selling. Is tha t 
any bigger than  any other gallon? Aren’t you lucky if you get 4 
quarts  out of one of these vending machines? I have never heard of 
one putt ing  out 5 quarts, but I have heard  of less than  4.

Is th at the proper kind of advertis ing ?
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Mr. D ixon . I t  wou ld sure  be questio nab le. We cu t the  are a here , 
wh eth er it  is put fy or  w hat i t i s. Th is pu ts  th e screws to us.

Se na tor  R obertson. Of  course, we lea rned long  ag o t hat  i f you b uy 
a bo ttle  of pi lls  you get a th ird  cotton on t he  top. Now you a re g et tin g 
plain ai r in yo ur  packages of cereal,  a th ir d  o f it  is emp ty at  th e top .

I  re ad  of an  “econom y” pac kag e, which is supposed  to  be bigg er ; you 
pay more fo r it, bu t you ge t less th an  you  did  when you bought the  
sma ll package .

Is  th at  fai r adv er tis ing ? Th ings  used t o be advert ised by  the  pou nd 
and now you  get 2 or  3 ounces less th an  a poun d.

Mr. D ixon . These are  new pro blems t hat  come to us and they  keep  
sta ck ing  up.  As 1 say,  we have some 3,000 of  them now an d eve ry 
day we have oth ers  add ed to them . An d you come down and say , 
“When  do we get  i nto  th ese quest ion s?” We  are  d oin g ou r very best.  
An d I wa nt  to say  to the  Congress th at  we are  going  to keep  on 
doing  it, we are  going  to keep on te lli ng  you ju st  where we are  an d 
hoping  t hat  you will  help us alo ng  w ith  e nou gh money to do it  w ith . 
Because th is agen cy—I came to th is  agency in 1938—-is very lit tle  
la rg er  t oday  in manpo wer than  it was in 1938. Now, the po pu lat ion  
and the gross na tio na l prod uc t of th is  coun try , as everyone knows, 
is con sidera bly  lar ge r. So the  pro blems  of  th is agency are  lar ge r. 
Then as the years  hav e gone on you hav e passed the  vario us  tex tile 
acts,  the  fiber  acts , and fu r acts,  and we have the  responsi bil ity , and 
you have from  time to  time  given  us  some money.

T extele-F ur  B ure au

Now, in my scheme here —and I  prese nte d it  to  the Com mission  
and  th e C omm ission app rov ed it unanimously—we a re going  to cre ate  
a complete  new enforcement  burea u, and  we are  going  to call  it the 
Te xt ile -F ur  Bu rea u. Because thes e pro ble ms  are  now of ma gnitude . 
An d th is will  be a self-sufficient burea u. An d part  of these moneys 
we are  ask ing  fo r will  man  these  offices thr ou gh ou t the coun try , give  
us new inspec tors and  new law yers th a t are ex pe rt in th is field, who  
can follow them  and  follow them  quickly.

EXPEDITING PROCEDURES

Se na tor  Allott. Mr.  Dixon, may I  ask th is  quest ion : Th e ch ai r­
man and  I hav e alw ays  been intere ste d in tryi ng  to pic k up  new 
pro ced ure s an d tig ht en in g pro ced ure s to fac ili ta te  and exped ite— 
pe rhaps we cove red th is  before  I  came in,  as I  ha d to be in at tend ­
ance at  an oth er  committ ee—but are  you stud ying  on yo ur  Com ­
miss ion methods today fo r the  tigh teni ng  up  of your  pro ced ure s so 
that, your  decisions will  be e xpedi ted? I  th ink there  h as been a gr ea t 
deal  of  lax ity . I  do not pu t th is on you alone because we have th is 
problem  w ith  every reg ulato ry  a gency we have. Are you t ak in g step s 
in th is d irection ?

Mr.  D ixon . We  expect to hav e thes e steps com pleted by the 1st of 
Ju ly . The ap pa re nt  th in g was fir st th is  reo rgan iza tio n, an d the n 
wh at could we do un de r ou r bas ic au th or ity  to make ru le change s 
th at  wou ld overcome some of  t hi s lag . As I  said to you, I  wou ld no t 
be cri tical of  the Comm ission  in the  past because when the  Com mis ­
sion was establ ished in 1914 dis tances  w ere an im po rtan t fac tor. To-
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day distance does not amount to much. In America you can go any­
where very quickly. We went to where the p arty was, and we would 
even go and carry  opposing counsel and hearing examiners and re­
porters. And we would go and hear one witness in this town and 
then we would move somewhere else. It  just took a lot of time.

Now when the APA  Act was passed in 1946, of course, i t brought 
into being a recognition of the fact of the place in the regulatory 
agencies for a hearing examiner. It gave these regulatory agencies 
the right to either trea t them, whatever they were doing, in the form 
of a report, recommendation, or initial decision. The Commission 
was the agency that went all the way then. We sat our hearing 
examiners up as trial judges and they render initial decisions. Al­
though we did, under our rules, preserve the right  at any time, in 
doing this thing, of interlocutory appeal. We have had a lot of drag 
or delay. Whethe r in good faith  or bad faith  this takes time. So 
what we are aiming at in our rule is this, sir, that when we issue a 
complaint now we will issue this complaint realistically at a time, and 
a date, and a place certain. Now tha t place could be Washington, 
New York, Denver, or Seattle if that was the center of the problem, 
where the complaint is to be heard unt il complete and no appeal shall 
lie until they come to the Commission finally. Now this will wipe 
out a lot of this delay of trial. Then we are going to issue also in 
this rule, Senator, we hope, a rule tha t will give notice tha t during 
this period of time a cutoff date will be provided, that in this period 
of time they can negotiate for settlement if they desire to do so. Now 
this was going to be done as T mentioned before by the Assistant Gen­
eral Counsel in charge of consents. So only the hearing examiners 
come into this picture afte r these dates, and then it is for cer tain he 
is going to try. And we want to try it the way you would in a law 
court.

FUN DS TO HANDL E DOCKET W IT H SPEED

You have heard so much here in Congress about the need for new 
judges to get over that lag. Now we want an increased amount to 
handle the docket, handle it quickly, but we want it handled this way, 
not that way. Now if we can do this within our own rules—and 
these will be great changes because, mind you, today we have some 
3,000 matters in various States somewhere in the Uni ted States build­
ing and coming toward Washington. These enforcement bureaus are 
going to have to take these things, and where nothing is done they 
are going to have to s tart  directing what they want so they won’t have 
to, afte r they get it, do it over again.

U se  of  Sec tion  VI

We are also insisting that , as a matte r of course, now we are going 
to raise our sights. We are going to use the formal power t ha t the 
Congress granted to the Federal Trade Commission in a kind of regu­
lar type of wav. This is use of section VI. This is the type of 
power you in Congress have, where you can demand upon a corpo­
ration to give you information under oath. We can request they 
give it in summary form or report. Through section IX  of our act 
we have your actual power of investigation of subpena and access. 
We are going to use these formal powers to get this matt er in the
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beginning so that  we will have it and we will be ready so tha t if 
there is any question as to due process we can meet the due process 
clause when we say, “You have to be ready, too.’’

DIRECTIVE TO INVESTIGATE DECEPTIVE PRACTICES

Now just the other day, as an example of this, Mr. Chairman, and 
we have not made any announcement on this yet, to show you the 
type of use of this, the Commission issued a resolution directing the 
investigation of u nfai r or  deceptive practices  in violation of the Fed­
eral Trade  Commission Act by corporations engaged in advertising, 
sale, or shipment of food, drugs, cosmetics, or devices.

We have issued this. Now this means th at our enforcement bureau, 
now with this authority, can serve upon any of the corporations in 
this area a demand for this type of information. Instead of sending 
one man out to see another, we can s it here and move in and get this 
information. It  will also, in my opinion, do something tha t worried 
me a great deal of the time. I heard it when I  was a t the  Commis­
sion and I heard it when I was up here working with the Senate. 
Various constituents would write to the Senators and say, “Very well, 
I may be viola ting the law, but what about my competitors, they are 
doing the same thing.” Now because of fiscal limitations we have 
proceeded for years in taking  a case and proceeding with it, knowing 
full well tha t perhaps there may be others. However, we did not 
have the information, and we had this and we would hope tha t the 
others would take a lesson from it. Well, businessmen know the 
powers and penalties or the strength of our agency. We have the 
power of injunction. This is all, no pun itive power. Now by the use 
of section V II  th ink we can do more equity.

Greater E quity  by Use  of  Section VI

If  we get information, we will say, tha t a shrimp manufacturer 
might be violating  the law by discriminating in price, for instance, 
we are going, if we have evidence enough to indicate tha t some of them 
are questionable, to use this power to move in on all of them and get 
the information and find out whether they are all doing the same thing. 
Then if  they all are, we will ask them all, if we can get the evidence, to 
stop i t so tha t one could not say, “Well if I have to stop an unlawful  
practice I will be driven out of business because my competitors are 
doing something unlawful.” This will mean tha t our 3,000 cases now

in. Because we are going to get a tremendous amount of information 
this  way. But for too long I have listened to the businessmen come in 
and say, “Well, you should not make me stop until you make the other 
man stop, or at least if I have to stop do not make me comply un til 
you get him, too.” And it makes some sense, it makes good sense.

AN TIT RU ST ENFORCEMENT IN  CIGARETTE CASE

Senator Robertson. What about the enforcement of the ant itrust 
decree in the Cigarette case of some years ago ? Tha t is a notable vic­
tory in a contested case against the four  leading manufacturers. It  
was so conclusive in the  second court  of appeals they did not even t ry 
to appeal it. I have heard  they paid no attention to i t a t all.
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Mr. D ixon. Well, in our advertising cases, if it takes us too long, 
advertisers are clever enough to get a new program started.

Senator Robertson. You said there were 56 cases of antit rus t laws. 
Wouldn’t th at be one of them, the Cigarette case ? Tha t is certainly 
a very important industry, and certainly they were try ing  every thing 
they could to  put the independent manufacturers of cigarettes out of 
business. The court held without any question th at they had violated 
the law—the four main manufacturers.  Isn ’t that  among the 56 cases 
tha t you are going to investigate ?

Mr. Dixon. Senator, I would not like to state on the record just wha t 
these are. I would be very happy to  show’ them to you. I think you 
should see them-----

Senator Robertson. If  that is not there, it should be.
Mr. Dixon. It  could very well be. And I understand this is not all 

of these cases. This, as they have said to me, is the  beginning. In 
other -words, they have hundreds of cases tha t they are not sure r ight 
now are being complied w ith.

Senator Robertson. Well, it would be so easy to enforce that. All 
you have to do is send a letter to all the independent producers asking, 
“Has this decree been violated,” and “I f so, what proof can you 
produce?”

Mr. Dixon. I agree with you, sir.
Senator Robertson. And you will get a flutter of replies.

Powers Under Section VI

Mr. Dixon. You see, when the Attorney General asked us to do this  
job, he appointed the Federal Trade  Commisison as his representative 
for the right of visitation under the decree. But he only had the r ight  
to visit the defendant. By section VI , we can visit the applicant,  the 
whole industry . And this  is the reason he has asked us.

Senator Allott. Let us take tha t up. I had a case here which I 
called the Commission’s attention to, either 2 or 3 years ago in Colo­
rado with respect to unfa ir trade practices, with respect to large 
dairy, creamery, commercial people just simply running our small in­
dependents out of business in Colorado. Now’, thi s is old coals. But 
you made the point a few minutes ago tha t if you do not act on these, 
these people may be out of business.

I want to say, first of all, anything the Commission did in thi s case, 
par ticu lar case, was very unsatisfactory as far  as I w’as concerned. 
Any real interest, as a matter of fact, was very unsatisfactory.

DANGER IN CO MM ISS ION’S LAC K OF POWER

Now, if  the Commission is not able to act on these matters, then 
the dairy people, the independent dairy people, in this case may be out 
of business. This may be t rue in any other situation, because the 
people who are getting hur t are usually the poorer people w’ho are 
just trying to get a toehold in a business, or get started. And big 
companies have gotten in and utilized various practices w’hich are 
unfair .

This is the reason I asked you particularly about procedure, be­
cause certainly when someone in my State, or anyone else’s State,  calls 
my at tention to practices which are very evidently in violation, they
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are being carried  on, if they are carried on for 2 or  3 months these 
people may be out of business.

And then, for the  purposes of this  pa rticular  area, the Trade Com­
mission might jus t as well not be in existence.

BIG HT TO PE RM AN EN T IN JU NCT IO N

Mr. Dixon. This points up the thin g I have said now to several 
committees t ha t I have been before in recent days. When the Con­
gress created the Federal Trade Commission, they gave them the r igh t 
to issue a permanent injunction, an order  to cease and desist.

When you passed the Wheeler-Lee Act, you gave us the right to 
seek preliminary injunctions by going to the distric t court, and when 
the Flammable Fabrics Act was passed, you gave us the r igh t to go to  
the distric t court.

PKEMEBOER NO TIF ICA TION

There is being debated a Beall bill called premerger  notification. 
Pa rt of tha t bill would give us the right to go to a distr ict court. 
In commenting on tha t bill, the Commission itself this time sug­
gested tha t the Congress should consider giving the Federa l Trade 
Commission its own r ight to issue a temporary injunction.

Now, this is awfully important because, jus t as Senator Allot t has  
outlined here, the respondent, defendant, or whatever we want to call him, if he is violating  the law, no matter how fast we can proceed, 
damage is occurring all the time. And if we finally issue a cease-and- 
desist order, the complainant may very well be out of business. Now, 
I think  the Congress should give th is very serious consideration.

When you created the Federa l Trad e Commission, if I understand its history, it was because the dist rict courts were not quite expert 
in this field, all the judges were not exper t in this field.

BIO HT OF TEMPORARY IN JU NCT IO N

You picked five experts that were suppored to be bet ter than the ordina ry distr ict judge was.
Now, you gave these five experts the right to issue the final injunc­

tion, but you did not give them the righ t to issue, as the d istrict judge 
can, the temporary injunction. Now, I would thing serious considera­
tion should be given to give us no more power and no less power 
than a private ind ividual has, or the Department of Justice has, in any 
anti trus t act tha t they proceed in to take a temporary injunction by the judge.

Now, I fwould sav tha t if we had this right upon a showing of 
record of irreparable harm and injury which would be met by due 
process because i t would be subject to judicial review in the circuit 
court, we could not use it  unless it was justifiable, because we would 
get greater enforcement and deterrent from those things that are de­
stroying competition in America more than anything else. And cer­
tainly  what is happening in the fluid milk industry  today is scan­
dalous, sir. I partic ipated  in hearings, specific hearings on it , and I 
know Mr. Patman has had a series of hearings across the country, and 
in Denver, very recently, we got a complaint again that  another, 
type price war has broken out out there. We sent a man out imme­
diately and we are awaiting the report right now of t hat  situation.
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Senator Schoeppel. Will the Senator  from Colorado yield ?
Senator Allott. Yes.
Senator Schoeppel. Apropos to what Senator Allot t has brought 

up here, and the members of the Commission, and what you have said, 
Mr. Dixon, has been going on in my State o f Kansas, and i t is ruining 
a lot of legitimate independent, fine operat ing companies, in the milk 
and ice cream and dairy field.

COMPETITIVE DISADVANTAGE

The very thing  tha t Senator Allo tt has pointed out here is very, 
very damaging and detrimental. Something absolutely ought to be 
done about that,  because it is so sensitive and it is so devastating in 
the period of time.

I have had people come into my office and talk to me in Wichi ta, 
Kans., group of them, and said to me, “Senator, isn’t there some way 
that  somehow we can get some action on a legitimate violation, as we 
read it and as the ordinary lawyer points out to us is a violation, and 
we have to wait months and months and months before we can get 
action.”

Mr. Dixon. Or years.
Senator Schoeppel. Yes. “And we are losing thousands and thou­

sands of dollars in this unjust competitive disadvantage we are  in.”
Mr. D ixon. Tha t is what I  was just addressing myself to.
Senator Schoeppel. I was very interested in what you had to say.

EXAMPLE OF UNFAIR COMPETITION

Mr. Dixon. Because we—well, take a large national integrated 
dairy. As they start moving into  new areas, they will come in and 
call it promotion or whatever they want to, and maybe the ir cost of 
a h alf gallon of milk is 30 cents, and I saw an investigation in Mis­
souri where they were pric ing it for a period of 6 weeks at 9 cents. 
Now, what do you think happens to the dairyman while tha t is 
going on?

Now, that  is challenged. Oh, and in 2 or 3 years he has to stop i t, 
but you will never put those da iry people back in business. They are 
gone; they are dead.

Senator Allott. Yes: and thei r property is gone and thei r farms 
are gone and thei r buildings are gone and everything is gone.

Mr. Dixon. Now you understand this : We can improve our pro­
cedures; we can pull up the lag as much as we can, but we cannot pe r­
form a miracle. We can say, “You have transgressed, we have reason 
to believe, and here is our complaint.”

The man has the righ t to deny it, and the burden is upon us to 
prove it, prove lie injured  people. lie has the right  to come to us and 
review the m atter, and then he has the r igh t to go to the c ircuit court 
and to the Supreme Court. And with the money they have, they 
will go.

They can say, “Well, we are not wor ried ; all they can finally do to  
us is say ‘Stop’ and by the time they say ‘Stop,’ we have the market.”

Now, I think th at i t is a serious problem.
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POWER OF IN JU NCT IO N

Senator Allott. Doesn’t your injunct ion hold unti l it has been 
reversed ?

Mr. Dixon. Sir, our injunction,  our final order, is not in effect until 
it is finally reviewed by the highest court. Only then.

Senator Allott. Could this be corrected statuto rily ?
Mr. Dixon. It  could be. I said to you the greatest thing you could 

do for th is agency, in my opinion, would be to, in a very simple form, 
give us no more power or no less power, but the same procedures, tha t 
the distric t court follows for the issuance o f a temporary injunction. 
And only then can we really hang them on a fence. And I make this 
prediction to you. We worry about the lag. I will say to you, if a 
temporary injunction were issued, and it was sustained, even if they 
appealed it up to the circuit court, I do not think  they would drag 
thei r feet very long in wanting to litiga te tha t matter.

Senator Schoeppel. Mr. Chairman, is the Senator  from Colorado 
through ?

Senator Allott. I have no fur ther  questions.
Senator Schoeppel. I would like to ask a couple of questions, Mr. 

Chairman, apropos to what Senator Robertson has said.

PREDETERMINATION OF ADVERTISING

Some of this is fantastic. It  goes beyond copying in the advertise­
ment field. Let me ask you this : Does your Commission have any 
substantial sustaining record of, say, these advertising agencies fo r 
different sundry industries in this country coming to you for a pre­
judgment  or a determination as to the type of advertis ing they want 
to use before they put it on the a ir and go to the newspapers with i t ?

Mr. Dixon. My experience would be to the contrary. In other 
words, there would be some question as to whether we should be a 
censor or not. But as a matter  of practice, anyone who comes to the 
Federa l Trade Commission would be directed to the highest competent 
staffman we have, who w ill counsel and give them any kind of advice 
tha t they are capable of giving if people want to  seek it, sir.

Senator Schoeppel. I am glad to get that answer.

HEARING EXAMINERS

Now, let me ask you something else about your request fo r hearing  
examiners and your additional appropriations here which I am in­
clined to go along with you on. Now, you need additional hearing 
examiners, do you not?

Mr. Dixon. We do, sir. We only have 15.
Senator Schoeppel. What has been your experience with your 

hearing examiners? Are you ready to keep good examiners? Do 
you have a turnover in your department on tha t?

Mr. Dixon. Our problem is this, and we may as well face it bluntly.  
The bar and the Congress in order to be fair,  have brought this hear ­
ing examiner into being. We hire our hearing  examiners from a civil 
service list and they have some kind of requirements by which they 
grade them. And we must take one of three.
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DIFFICULTIES WI TH HEARING EXAMINERS

Now, I  can  ge t tra ns fers.  How eve r, once we p ick  a man, Senator , 
in  a sense we are  stuc k wi th him , ju st  as if  you pic k a di st ric t jud ge 
you  are stuck w ith  him.

Now, some of our hearing examiners have been just about the hard­
est knotheads I have ever seen. I have seen this happen at the  Com­
mission level, where they actually have remanded cases to hearing 
examiners with instructions, and the examiners have sent them right  
back just like they were before. Now this  creates a problem.

Neither I as Chairman nor any Commissioner can go down there 
and tell a hearing examiner how to decide a case. But I warn each 
one of them if  he keeps on proving tha t he is a knot-head I am going 
to go somewhere to see if someone cannot give him some kind of ed­
ucation.

RE CR UITM EN T OF  Q U A LIF IE D  EX AM IN ER S

Senator Schoeppel. Tha t brings me to the very point I wanted to 
present here. As the d istinguished Chairman here knows, in certain 
of our independent agencies, the hearing examiner must be on a higher 
efficient, more definite practical plane than  they do in the mine run of 
examiners. And I do not mean to be discourteous or disparaging  in 
my remarks with reference to any of the groups of examiners. But 
here is a specialized held in your depar tment, and in some of the other 
departments, probably one or maybe two more. Are you finding that 
on the grade level you are not being able to get the qualified type of 
hearing examiner that you would want to fit into your picture by rea­
son of some of the things you mentioned ?

Mr. D ixon. Well, I will say I have a great deal of difficulty. Be­
cause, here we are:  You give us, say, $10 million. Historically we 
spend this money about 60 percent anti trust and 40 percent deceptive. 
This gets the results that  we have determined over the  years is best 
in the public interest.

Now let ’s take that  anti trust  field. How many district judges do we 
have in the United States who are competent today to hear a General 
Motors case or a United Steel case or Cement case? This is really  a 
challenge. This is the day-by-dav case our examiners have to hear.

We require men of extreme ability and background in the field. 
Now what can I tell them? Grade 15, $13,700. One of the first 
things I did was to recommend tha t these examiners be increased to 
$18,500. It  is good to pay them, but will we still get the men ? Money 
won’t solve it. Will we get the men ?

I cannot go out and pick them. And the system may be all right. 
I might go and pick some old Texas judges that would give them a 
fai r trial and hang  everyone. I would t ry to pick men who have a 
competent background in this area.

1 think I could be a pretty  good judge of picking my type  of men. 
But nevertheless, I must, under the present system, go to the register 
to get them.

Senator Schoeppel. That  is the thing that  I, among other things, 
was t ryin g to spotlight  here. I do not know’ what we can do about 
it. I know it is a subject that has to  be determined bv another com­
mittee. But I can see where you are getting  a lot of incompetency 
by taking the mine run. and T have a feeling tha t some of these agen-
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cies ought to have a preferential position tha t will be responded to in 
this examiner Held.

And certainly you are not going to get them on the grade tha t you 
are having to initially pick them.

Mr. Dixon. This is not only true there, it is true of the men who are 
here with me, the staff men. Many of them have spent thei r lives 
here. We are gett ing young men, Mr. Chairman, who come into these 
agencies, and kind of walk through and walk out.

SALA RY  LIM IT A TIO N

Maybe they are smar t in not spending their  life here like these other 
men and I have. But this top salary is really  hurtin g today.

I know it  is a problem for the Congress, and this is all you hear, 
tha t one of my tria l men that I may be paying $1,000 a month, very 
often will appear day afte r day opposing lawyers where there will be 
half  a dozen lawyers who will make more than  he will make all year 
in 3 days in that  one case.

Now I would like to have some kind of system. I noticed in the 
paper  this morning tha t the Attorney  General has asked to have the 
righ t to set his own salaries for his lawyers. I think someone better 
go to worrying about tha t because we are going to end up with not 
good enough lawyers, maybe, to represent the public industry if this 
keeps up.

And this applies to the hearing  examiners. T think the hearing 
examiner under the scheme the Congress has created, is a distric t 
judge in a sense. Once he is picked he has a life tenure. Now we 
ought to pay them enough to a ttract very highly qualified men.

DIF FIC U LTY  IN  A SSESSIN G  Q U A LIF IC A TIO NS

Senator Magnuson. Well is it one o f the problems, too, that when 
you get on the list to be an examiner, you do not qualify to be an 
examiner in this part icula r field?

Mr. Dixon. Thi s is right, sir.
Senator Magnuson. Practically all you do is submit your admission 

to the bar.
Mr. D ixon. Tha t is right, and any experience you may have, gen­

eral experience.
Senator Magnuson. It  may be tha t we should look to the civil 

service and say, “When you qualify men to be hearing examiners they 
should qualify for the Federal Trade  Commission work,” but tha t is 
another story. And then they have to get men who-----

Mr. Dixon. Well, some people think they ought to operate out of 
a pool and move from one agency to another. But I think it would 
come as a great  shock to  a man to have to move from one to another.

Senator Robertson. Mr. Chairman, even if you had an entering  
salary of $16,000 you still would not know really what a man was 
until you tried him out for a year or two.

Mr. Dixon. This would be a problem.
Senator Robertson. You have him for life, when you get him, 

unless there are serious charges. lie may be lazy. He may go out 
and d rink all night, but be sober the next morning. He may be hazy 
or a little  fuzzy, but you could not put you r finger on it.
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MET HO D OF QUA LIF Y IN G  EX A M IN ER S

So, why would n’t it  be be tte r fo r you to hav e ing rad e pro motions,  
where the  men who dem ons trat e thei r ab ili ty  have som eth ing  to  look 
forw ard  to?

Mr. D ixon. The ques tion th at  wou ld come u p would be t he  u nfa ir ­
ness of ass ignment of cases, sir.  In  othe r words, why  should  you 
give  one man a  tou gh case a nd pay  him  $12,000 fo r it , and  give a no the r 
man the  same type  of case and  pay him  more fo r it?  Beca use you 
have to have the  same degree of  competency fro m them . An d thi s 
is a real prob lem. I  would  ra th er  approa ch  it  fro m the stan dp oint  
of pu tti ng  them all on the same par  and hop e to  goodness  t hat  we get  
men of thi s caliber.  Because a very serious  th ing , Se na tor  Ro be rt­
son, ha s developed  in  th e law.

These men are the tri al  judges . I f  they  hold wro ng,  and we get  
the Commission  reve rse them , too  of ten  the  cir cu it cour t goes wi th  
th at  man saying,  “ li e  observed the m. ’’

Senator  R obertson. ITe he ard  t he evidence.
Mr. Dixon . “He heard  the evid ence.” “T heref ore, we do no t agree 

wi th you a t the Commission .” Thi s is a se riou s problem.
Mr.  Secrest. I f  I  may in ter jec t, I th in k the  chairma n pu t his  

finger righ t on the point . I  hav e seen thes e appli cat ion s fo r hear ing 
exam iners. I f  you quali fy  in any field or  the  independe nt agencies, 
you quali fy  as an examin er and you  go on the  lis t acc ord ing  to your  
grad e.

You may  be the  b est low-gra ded  law yer the re and  we m ay get you. 
I can give  you a perfe ct example now. Bob  Free r, for me r Ch air ma n 
of the  Federal  Tra de  Commission , a mem ber  fo r 12 years, made the  
hig hest g rad e I underst and ev er made  a t th e Civil  Service Com miss ion, 
105. He is over at  t he  National La bo r R ela tions  B oard now------

Mr. D ixon . No.
Mr. Secrest. I am sorry, he is o ver at  F ed era l Pow er, he ar ing Fed ­

eral  Pow er cases. An d if  Civi l Service  could  tak e the  he ar ing ex­
amine r lis t and  sep ara te them  int o the agencies where the y hav e had 
thei r exper ience a nd  where the y fit, you wou ld g et a fa r b et te r he ari ng  
examiner. I am no t com pla ining abo ut ours because I  th in k under 
the  ci rcumstances we have good hear ing exa miners gen era lly.

DELEGA TIO N OF PO WER  TO FI EL D PE RS ON NEL

Se na tor  Magnuson. Let me ask you one more  t hin g. We d iscussed 
th is I believe when you were in fro nt  of the  Senate Comm erce Com ­
mit tee.  In  the  reo rga niz ation  plan  there  was a suggestion  th at  we 
ta lk  with you about de leg ating  more  of th is work  in the  field, as 
much  as you could under the  law. Now you have a reo rga niz ation  
plan  up  he re.

Mr. D ixon . T want to be pe rfe ctl y hon est  on th at  po in t wi th you, 
Mr. Ch airma n. W ha t we are  tr yi ng  now is to  cen ter the  re spo nsi bil ity  
fo r viewin g the  appli cat ion s th at come in, to pla n and  execute the  
inv estig ati on  and  tr ia l in one plac e. Now, it would be high ly  desir ­
able  like  tod ay  if  as we b uild we could say  to you th at  we will du pl i­
cate th is  c en tra liz ati on  in regions , bu t I  am fran k to say to  you un til  
we get th is th in g worked o ut  ba ck here it  i s n ot sensib le. I  th in k the  
next tim e I  come to the  Congress, in the next year  o r so, I  am going
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to go to ta lk ing to you about le tt in g me bu ild  a self-sufficient un it in 
the  Ea st,  and one in the  midcontinent, and one in the West so th at  
some of thes e matter s could  be tak en  car e of. But  th is  dispersion  
right now wou ld cause  us trou ble.

Se na tor  Magnuson. Yes, you hav e to  s ta rt  there  a t the core.
Mr.  D ixon . Yes, sir.
Se na tor  Magnuson. An d thi s r eo rgan iza tio n p lan , on which we wil l 

be ho ldi ng  some heari ngs up in the  Sena te Commerce Com mit tee,  is 
ma inly th e a utho ri ty  to  de legate.

Mr. D ixon . T o de legate  funct ions.

R eorganization P la n No. 4

Now, I  have  t esti fied  about three  tim es on Re org an iza tio n Pla n No. 
4, an d on Se na tor  Car ro ll’s b ill which  is aim ed at  inc rea sin g some of 
the powers of  the he ar ing examine r an d ge tti ng  thes e agency  com­
miss ions  fre ed  fro m some of  the rou tine. Now, we feel  at  the Com ­
miss ion,  and we hav e so expressed it , th at some of  t he  rou tines,  like  
th is section VI,  we h ave  to  do at  th e tab le.  When we sign a n inv est i­
ga tio na l sub pen a, only a Com mission er can do thi s. And  now on ex­
tensions of  tim e, suppose we sen t ou t 200  of  these, and ou t of  those 
200  each  one of  the m came in and wa nte d an exte nsio n of 45 days. 
To day th at  pe tit ion mu st be br ou gh t in th ro ug h the Motion s Com ­
mission er, and the Commiss ion mu st pass on it  each  time. Now,  these 
are  mini ste ria l dut ies  th at  could very well be del ega ted  dow n and 
w’ould no t be a su rre nd er  or  an im prop er  th ing,  in my opinion, fo r 
the Commiss ion to do. Now, it  is true  in th e reo rgan iza tio n pl an  if  
three o f the se five Com miss ione rs decid ed to  de legate  some of it s actu al 
fun ctions down to an employee or  a grou p or  an indiv idua l Com mis ­
sioner, the y cou ld do th is,  wi th the bu ilt -in  r ig ht of two of the mem ­
ber s to  review an ythi ng  the y wante d to  th at might  hav e been done,  
an d also  the ri ght to und o th at  whi ch the y did . Now’, we at  the  
Commission do n ot  see an y need fo r us  to  de legate  down our  dec isional  
fun ctions beyond  where we are,  wh at  has alr eady  ha ppened  as a re ­
su lt o f A PA  when t he  hear ing ex am ine r was set up.

APPELLATE FUNCTION

To day we opera te ac tua lly  kind  of  like an  ap pe lla te  cou rt. Let ’s 
view it  t hat  way . Now, we have  t alke d about a rul e th at would  also 
tak e up  a g re at  deal  of lag , a type  of ru le like ce rti or ar i, of  i mposing 
on eit he r side,  e ith er  th e Gov ernment or  op posin g counsel , the respon­
sib ili ty  to pe tit ion fo r review in the form  of  ce rtiorar i. And  if  he 
could no t make up  a good  eno ugh  reason , we wou ld allow the in iti al  
decis ion to sta nd . Th e way  ou r rule s are  writ ten tod ay, the ri ght of  
appeal,  al thou gh  it is a privil ege and no t a ri ght—we autom ati ca lly  
gr an t it  to any one  who asks  fo r it—means  o f se tti ng  i t down, bri efs , 
arg um ents, and a decis ion. Now, if  th e he ar ing e xaminer  did  a n ou t­
sta nd ing job,  he wrote  good  find ings, goo d conc lusions, and a good 
ord er,  an d the  recor d sus tain ed it, and no one could show on e ith er  side 
th at  a ny th ing wou ld be gain ed by l ookin g at  i t again , when we passed 
upon th at  it  wou ld cu t ou t all of  th is  dela y. Now, th is  is an othe r 
th ing.  We are  wo rking  on th is  rule ourselves. We  have the power 
to wr ite  these rul es in ou r basic  l aw, rul es of  pra cti ce  an d proced ure . 

710 36—6 1------ 20
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Senator Magnuson. I understand tha t the Commission favors Re­
organization P lan 4?

Mr. Dixon. Yes, sir.

NUMBER OF EXAMINE RS REQUESTED

Senator Magnuson. All right . Now, you have 26 hearing exam­
iners.

Mr. Dixon. We have 15.
Senator Magnuson. You have 15 now.
Mr. D ixon. Yes, sir. We have asked for the money, and as I say 

to you, as soon as we get the money I am going to immediately try to 
get five very quickly and create three of these men in this  consent 
thing  to take care of some 70 percent of what they are doing now, and 
then build on toward the others.

Senator Magnuson. You have 15 hearing  examiners and 26 posi­
tions in the job?

Mr. Dixon. Clerks and s tenographers.
Senator Magnuson. And the House says tha t the request for 10 

additional hearing examiners and 5 clerical employees has been ap­
proved.

Mr. Dixon. They approved that. They singled that out and said, 
“You have th at.” So now if they cut me 25 percent, I would do tha t 
but I would have to take away from some of the other things. My 
own implication would be if they are going to cut us, we would have 
to cut down even somewhere.

Senator Magnuson. In other words, to set up the 15 new positions, 
you are going to have to take it away f rom some of the other places?

Mr. Dixon. I would think so, sir.
Senator Magnuson. Is that  what your budget man said ?
Mr. Dixon. That is what he says, and he is my fact -and-figure man.
Senator Magnuson. All right. Any fu rther questions?

E xtent of Deleg ation Under P lan  No. 4

Senator Allott. I have just one on this reorganization plan. This 
involves the delegation of authority  to an employee and employee 
board. I just  wonder i f you are not going pretty  far  in the delega­
tion of authority in a matter 1 ike this ?

Mr. Dixon. Well as I said to you, and I want to be right  on the 
record and honest wi th you. We have discussed this at the Commis­
sion table. We cannot visualize why we should delegate beyond min­
isterial things, as I have described, such as extending the time and 
things like that any more then we are now-----

Senator Allott. The point I am getting  at is under tha t reorgan­
ization plan you could delegate this to the lowest employee-----

Mr. Dixon. We could if three Commissioners out of five decided 
to. Now, you have a lot of checks and balances in this reorganiza- 
tional plan. Fir st, three out of five must decide tha t it should be 
done. Then afte r it is done, if  they do not like it they can undo it. 
If  i t is allowed to continue, so fa r as review, any two of the five can
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ins ist  th at  wh ate ver is done be reviewed, eit he r in iti al ly  or  de novo, 
or  review wh at has been done.

Now ma ny people have com pla ined here th at th is would  fu rther  
gra nt too much pow er to me as the Ch air ma n, and in the var iou s re­
org aniza tio n pla ns  thi s is high lig hte d.  But  I have alw ays  said th is,  
th at  in 1950, a ft er  the  Hoo ver  tas k force had studie d thes e agenc ies, 
they made a repo rt  and reo rgan iza tio n plan  No. 8 was se nt t o th e C on­
gre ss by Pr es iden t Trum an , and the  Congress allowed  it  to be passed 
int o law . Th ere h as  been a pe rm an en t Cha irm an  a t th e Fe de ral T rade  
Commission since 1950 with the pow ers ac tua lly  t hat  a re in th is  Re or ­
ganiz ati on  Pla n 4. W ith  respec t to th e some 800 employees of  the 
Federal  T rade  Com mission, I have the responsi bil ity  as  C ha irm an  fo r 
the ass ign ment of wh at those people do wi th the  exce ptio n of  some 7. 
Those seven a re the  pr inc ipa l b ureau head s, or p rin cipa l st aff  officers in 
the Commission. W ith  resp ect  to  those , as the  Pr es id en t does when 
he appo int s a Pres iden tia l app oin tee , I  tak e them to  th e Commiss ion 
fo r thei r adv ice and consent. Th ey  pas s on those . Now it  is tru e 
un de r reo rgan iza tio n pla n No. 4 I wou ld no t have  to  do th at . I f  t hat  
is passed int o law and  three  mem bers  decide to del egate  to  an em­
ployee or  g roup  some function of the Commiss ion, the n I  would dele­
ga te who those peop le would be. Bu t in my opinion we alr eady  h ave  
th at  system. I f  you do not like  it  you  hav e to tak e reo rgan iza tio n 
pla n No. 8 off th e books.

Se na tor  Allott. We might  take  p ar t o f i t off somet ime.

RETIR EMENT COSTS

Se na tor  Magnuson. $514,000 i s reques ted fo r the  agency  share  of 
employee re tir em en t costs fo r fiscal 1962. Tha t is ap prox im ate ly 5 
pe rce nt  of you r total  bud get . Is n ’t  th at  a lit tle h igh ?

Mr.  Glenden ing . No, sir .
Se na tor  Magnuson. Do you contr ibute  5 pe rcent?
Air. Glendening . Six  perce nt of  the  wages, 6 perce nt of  the pe r­

sonnel sala ries .
Se na tor  Magnuson. You co ntr ibute  6 per cen t. So th is  is a ma n­

da tory  f ixed figure ?
Mr.  Glenden ing . Yes, sir.  Six pe rce nt  o f p ersonn el serv ices  costs .
Se na tor  M agnuson. I  see.

REMOVAL OF EXAM INE RS

Se na tor  Allott. I  wou ld ju st  like  to say  one th in g before  we c on­
clude, Mr. Ch airma n. Going  back 15 or  20 minutes  ago, I  wou ld be 
very dis appo int ed  in th is Com miss ion if  th ey rem and ed any  case back 
to  an exam ine r wi th ins tru cti ons and the exam ine r did  no t com ply 
wi th those ins tructions, if  the  Bo ard did no t in sti tu te  proceedings to 
dispose o f th at  examin er.

Mr. D ixon . The In te rs ta te  Commerce Commiss ion, I  believe,  has  
a case in point . They have been tryin g fo r 2 y ears to ge t rid of  one 
he ar ing e xam iner.
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Senator Allott. Let’s br ing this thing up to a head because this is 
the sort of th ing tha t cannot be tolerated.

Mr. D ixon. Well, you know, Pres ident Eisenhower did, and Pres i­
dent Kennedy has followed through with something they call a judi­
cial conference on this problem under Ju dge Prettyman. I t had been 
continued and is being revitalized. What  will eventually come from 
it, what type of recommendations, I  do not know, sir. But I am quite 
sure tha t you are going to get some type of recommendation from this 
conference.

Senator Allott. You said a few moments ago you would find some 
way to get rid of these knot heads, and those are the words you used.

Air. Dixon. Well I  am going to do everything I can within the law.
Senator Allott. Well I am going to say this, I  hope you will carry 

through on it. Because it  is inconceivable to me that a Commission, 
which has been given this authority by Congress, can make a decision, 
remand it for fur ther action before an examiner in accordance with 
its decision, and tha t examiner completely, or even in a major pa rt, or 
in any part, disregards the instructions of the Commission.

EXAM PL E OF D IF FIC U LTY  W IT H  EX A M IN ER S

Mr. Dixon. I will give you an example of this. When I  was a trial 
attorney at the Commission I had a resale price maintenance case. 
When I  rested the Government’s case, a motion to  dismiss was filed. 
The hearing examiner granted it. We went to the Commission on an 
appeal. The Commission overruled tha t decision of the hearing exami­
ner and held a prima facie case certainly  had been made out. The 
respondent did not even put in any defense. So he had to write his 
final decision, and he was consistent and wrote the same decision. He 
dismissed it again. Now I think tha t is a pretty  good example of 
what we are talking about.

Senator Magnuson. Well so many of these cases are based upon 
policy. The Commission is an arm of Congress created to do what 
Congress could not do, and the examiners were created to gather  facts 
and merely advise.

Mr. D ixon. That  was the initial approach. Then APA came along 
with an idea that you had to separate some of these two-headed func­
tions of these people. So in order  to honor what the American Bar 
wanted, the Congress, when it passed the APA and brought into 
being a hear ing examiner, gave these agencies the choice of still tre at­
ing them as a report, recommendation, or initial decision. But I 
point this out to you, tha t prio r to 1946 the Commission’s hearing  
examiners were making recommendations to the Commission. They 
were kind of like a  master’s report. Even in those cases, where the 
hearing  examiner recommended differently, and the Commission had 
overruled and decided something different, when they got to the cir­
cuit. court the circuit court was looking at those th ings and saying. 
“We believe the  man who saw, not the reviewing body.” So we did 
not have very far  to go and we just  went ahead and let them make 
initial  decisions.

Senator Magnuson. Yes. All right , if  there are no fur ther ques­
tions, we thank  you all very much.
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GEN ERA L ACCOUNTING OF FICE  

Budget Estimates

STATEMENT OF JOS EPH  CAMPBELL, COMPTROLLER GENERAL OF 
TH E UNITED STATES, ACCOMPANIED BY ROBERT F. KELLER, 
GEN ERA L COUNSEL; JOH N F. FEENEY, AD MINISTRA TIV E OF FI­
CER; AND HERSC HEL J. SIMMONS, CH IEF , BUDGET AND FIN AN CE 
BRANCH

B udget E stim at e

Senator Magnuson. Next, we have the Comptroller  General. Is
Mr. Campbell here ?

Mr. Campbell, fo r the purpose of the record, your 1961 appropr ia­
tions for fiscal 1961 were $42,179,000. The January budget was $43 
million, an increase of approximately $800,000 plus. And the 
amended budget was $43 million and the House gave you $43 million, 
which is an increase of $821,000.

Mr. Campbell has sent us a letter in which he says tha t insofar 
as the bill is concerned, the General Accounting Office s'ees no reason 
for any change. And he has kindly consented to come up and appear 
before us for any questions we may want to ask.

TRAVEL ALLOWANCE

I want to ask you this, Mr. Campbell: I  have often thought there 
was too much limitation on your travel allowance in the past, but I 
see the House has it up $250,000. Is tha t sufficient for you ?

Mr. Campbell. Th at is correct, Mr. Chairman. There was one year 
when we were badly restricted in travel. I think your committee 
was somewhat more liberal. We feel we can do the job with the 
amount of money recommended.

Senator Magnuson. It  still only amounts to 5.7 of the total budget.
Mr. Campbell. That is correct; yes, sir. It  will be 6.2 this 

coming year.
Senator Magnuson. 6.2; but you have to do a great deal of travel 

with the missions that are assigned to you. I was just wondering if  
that was enough.

Mr. Campbell. Our travel is now increasing. We now have about 
2,000 traveling as against about 800 a few years ago.

Senator Magnuson. Now the $821,000, what is tha t primarily for?
Mr. Campbell. Of the $821,OCX), $512,000 is for increased salaries 

and $22,000 for employer’s contributions rela ting  to tha t increase, 
making a total of $534,000. In addit ion there is $250,000 for increased 
travel and a $37,000 increase in other expenses.

STA FF SITUA TIO N

Senator Magnuson. Does tha t add any new positions?
Mr. Campbell. No, sir. It  decreases our total staff by about 50. 

Our  staff today is down to 4,830 which is just about what it  was in the 
year 1936-37.

Senator Magnuson. But you are paying them more ?
Mr. Campbell. But  you are paying them more ?
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Mr. Campbell. Yes, sir. We think we have bettered the quality of 
the staff.

Senator Magnuson. Well I want to say this to the committee, I 
agree with the House when they say the committee th inks the Comp­
troller General is doing an outstanding job. And the increase here 
is not in personnel, but some of this is dictated by law itself.

Mr. Campbell. Yes, sir.
Senator Magnuson. And I  was pleased to see tha t they did give fu r­

ther  travel allowance because there is a great deal of tha t to be done.
Mr. Campbell. Yes, sir.
Mr. Chairman, I have a short sta tement which I would like to offer.
Senator Magnuson. We will put  tha t into the record in full.
Mr. Campbell. Thank you, sir.
Senator Magnuson. Thank you.
(The statement referred to follows:)

Mr. Chai rman  and members of the subcommittee, we appreciate the oppor­
tun ity  of appe aring before you to discuss the budge t estim ates  of the  General 
Accounting Office for the fiscal y ear 1962. We trus t that  the justi ficat ions  fu r­
nished your committee are in sufficient detail to explain  our operations, requ ire­
ments, and some of ou r accomplishments.

We are  requesting that  $43 million be app ropriated for  the operat ion of the  
General  Accounting Office during the coming fiscal year. This  amount rep re­
sents an increase of $821,000 above the  sum app ropriated for  fiscal year 1961. 
With  respect to pa rti cu lar  items of expense, the  amounts are  as fol low s:

(Dollars in  thousands]

1962
estimates

Per­
cent

Revised
1961

amount

Per ­
cent Change

Personnel compensation ___________ ___  ____ $36,232

2,751

203

84.3

6.4

.4

$35,720

2,729

203

84.7

6.5

.4

+$512

+22
Emp loye r’s contribu tions : civil service retirement; life 

insurance; F.I .C .A. taxes; heal th benefits; pensions . . .
Other personnel benefit s: Living and quarters  allow­

ances; suggestion awards; education of dependents___
Total: Personnel services and  benefit s............ ........

Trave l....... ......... . ................................................................
39,186 91.1 38,652 91.6 +534
2,650
1,164

6.2
2.7

2,400 
1,127

5.7
2.7

+250
+37All other expenses................ ......... .............. . .....................

Tota l: Travel  and  o th er .. ......................... . .............
Grand to tal-  .............. . ........................

3,814 8.9 3,527 8.4 +287
43,000 100.0 42,179 

41,150 
1,029

100.0 +821Appropriation  1961 ____ ___________ _____________
Supplemental 1961.................. ............................. ...............

The Independent Offices appropr iation bill for 1962, as reported by the House 
Committee  on Appropriat ions and passed by the  House on .Tune 7, provides for 
the  full amount which we requested , th at  is, $43 million, and we believe that  
amount is  sufficient for  our purposes.

That concludes our statement, Mr. Chai rman . If  you have questions con­
cerning our operation s or our budget requi rements, we will be glad to answ er them.

H ous in g  B il l  A m en dm en t

Senator Robertson. We adopted an amendment to tlie housing bill 
which will increase their  travel allowance. Heretofore, the Comp­
troller General did not have absolute power to go into the records of 
any city administration  and find what they did with the urban re­
newal and public housing funds. We put  in the bill a requirement 
tha t FHA, the Home Housing Administra tor, should indicate how 
records of the Federal funds should be kep t and the Comptroller  Gen-
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era l would the n hav e access to  them.  He  would  have to go to  the  ci ty 
to see those  records,  however, they w on’t b rin g them here.

Mr. Campbell. Se na tor  Rober tson, th at was  a move  which  we ap ­
pre cia ted  d eep ly. I t  was v ery  im po rtan t to us to have access to  these  
records.

Se na tor  R obertson. I hope t he  H ous e wil l con cur  because it  is very 
im po rta nt . We  a re going to pu t $4i/> bi lion  into urban renewal pro j­
ects, and we ce rta inly  ought to  know wh at the cities are  do ing wi th  
it. I do no t mean  to  in fe r th at  th er e is any  crookedness in any city 
ad minist ra tio n,  although, wi th all  due  deference , there  hav e been a 
few ins tances  in th e p ast.

Prespending Ruling

Sena tor  Magnuson. I wanted to  ask, Mr.  Cam pbe ll, th is  qu es tio n: 
I  have  oft en  run into where a de pa rtm en t, let ’s say the  Def ense De ­
pa rtm en t, has been asked a questio n by a contr ac tor as to  a ce rta in  
item, is thi s or  no t l egitima te ove rhead?  They have n ot  s pent it,  bu t 
they are  go ing  to ask  them  fo r so rt of  a fre e rule now. An d some­
times the Co mp tro lle rs of the  de pa rtm en ts will  say, ‘‘We ll, we th in k 
it is, bu t we do not know wh at Gener al Ac cou nting Office w ill th in k 
about it .” An d the ref ore , the th in g is ju st—now is it possible fo r 
them to  come to you and  ge t a  p re ru lin g,  o r at  least  a review of  w ha t 
th ei r judg me nt  m ight  be?

Mr. Campbell. Yes, sir.  The co ntr ac tors are  welcome to come to 
us a t any  tim e to ask  tha t k ind  of a ques tion  and  we w ill g ive a p ro mpt  
answ er.

Se na tor  M agnuson. It  is n ot a ca se w here they are  passin g on wh at 
they have done,  it  is som eth ing  they  might  con tem pla te do ing  and 
the y do about i t.

Mr. Campbell. E ither  the co nt racto r might  ask  us or  the com p­
tro lle r of  the departme nt.

Se na tor  Magnuson. He  decides, “Y es;  I  th in k you can  do th is .” 
He  could ge t, th en  very qu ickly ask you p eople w ha t do you  thi nk  about 
thi s?

Mr.  Campbell. Yes. In  the  Def ense De pa rtm en t we hav e our 
men righ t there wi th  them who might  an swer such ques tions .

Se na tor  Magnuson. Yes. That  is wh at  I  wanted to  be clear on. 
Beca use sometimes there is a lit tle confus ion  there as to ju st  wh at 
decision o r w ha t r ul ing could be m ade.

Decision as to Private Contractors

Se na tor  Allott. I  am no t qu ite  clear,  Mr.  Cam pbe ll, abo ut one 
th in g and  I  w ould  apprec iat e y ou r answ eri ng  thi s question and  c lea r­
ing it  up  fo r me. I  had an ins tan ce recent ly call ed to my att en tio n 
where one o f t he  agencies  of  the G overn ment is c ar ry ing on a fun ction  
which  cou ld be  co ntr act ed with  p riv at e c on tra cto rs fo r a t le ast  a th ird,  
and  maybe more than  th at  even, of  the pr ice  th at  it  is now cos ting 
the Fe de ral Gover nment  to  do i t. Is  th is  th e pr op er  functi on  of y ou r 
office?

Mr. Campbell . We have on seve ral occasions exa min ed th at  kind  
of a problem and have g iven  ou r opinion  as to  whi ch figures are fa ir  
and which is the  best  w ay fo r the Government . We had a lar ge  one 
rec ently  i n Ill ino is,  i n Chicago.
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Senator Allott. Off the record.
(Discussion off the record.)
Senator Magnuson. Any questions, Senator Schoeppel?
Senator Schoeppel. No fu rther questions.
Senator Magnuson. Thank you very much, Mr. Campbell.
We will recess until this afternoon at 2 o’clock.
(Whereupon, at  11 :40 a.m., Thursday, June 15,1961, the committee 

was recessed, to reconvene at 2 p.m., the same day.)
Afternoon Session—Thursday, J une 15, 1961

FEDE RA L HOME LOAN BANK BOARD

STATEMENT OF JOSEPH  P. McMURRAY, CHA IRMAN, ACCOMPANIED 
BY JOSEPH J. WILLIAMS, JR ., BOARD MEMB ER; IR A DIXON, 
BOARD MEMBER;  THOMAS H. CREIGHT ON, JR ., GENERAL 
COUNSEL; WILLIAM  H. HUSBAND, GEN ERA L MANAGER , FE D­
ERAL SAVINGS AND LOAN INS URANCE CORPORATION; LAW­
RENCE M. WA LTE RS,  DIREC TOR, DIV ISION  OF EXAM INA TIO NS; 
AND THADDEUS CORCORAN, BUDGET OFF ICE R

Language Amendments

Senator Magnuson. The committee will come to order.
We will put  your letter  in the record in full, as well as your letter 

to the House committee explaining the budget amendments.
(The letters  referred  to follow :)

Federal H ome Loan Bank Board,
Washington, D.C., Jun e .9,1961.

Hon. Warren G. Magnuson,
Chairma n, Subcommittee in charg e of Inde pend ent Offices app rop riat ion  bill 

fo r 1962, U.S. Senate, Washington, D.O.
Dear Mr. Chairman : We th ank  you for your  let ter  of Jun e 2, 1961, requestin g 

us to advise  you whe ther  any changes are  requ ired  in the public int ere st in 
H.R. 7445, the indeiiendent offices app ropriat ion bill for  1962 as reported  to the 
House.

We are  pleased to advise you tha t the  House committee approved the  Boa rd’s 
1962 budget  estim ates  as  subm itted by the  Pres iden t. However, subse quent  to 
the date of the Pre sid ent ’s budget submission, a situ atio n developed which re­
quired  the Board, with  no objection from the  Bureau of the Budget, to seek 
the House committe e’s approval  of two proposed amendments, one to the language  
of the Board  and the other to the langu age of the  Federal Savings and Loan 
Insurance  Corpora tion. The House committee d id not go along with  our request.

We submit herewith  the proposed amen dments to the bill toge ther  with 
justi ficat ion of the ir need. At our hear ing before your committee, scheduled  for 
Jun e 15, 1961, we shall  be prepa red to supp ort them in more detail and to 
answ er any questions you and the committee may wish  to ask concerni ng them 
or any o ther  aspect of the Board’s budget a nd o perations.

We apprec iate  you r in tere st.
Sincerely  yours,

J oseph P. McMurray, Chairman.
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F ederal H ome Loan Bank  Board 

PROPOSED AM EN DM EN TS  TO H.R . 7 4 4 5  AS  REPORTED TO HOUS E

On page 42, line 10, af ter  “section 407’’, in ser t “or 408”.
On page 43, line 22, af ter  "section  407”, inser t “or 408”.

Budgetary data
None involved.

Legislat ive history
House hearings—Not discussed.
House Rei>ort No. 499—Not mentioned.

J  ustifica tion
The proposed amendments, one to the  language for the  Fed era l Home Loan 

Bank Board  and the other to the language for  the Federal  Savings and Loan 
Insurance  Corporation, would class ify as non adm inis trat ive  expenses,  not sub­
jec t to amount limitation , all necessary expenses of the Board  or of the  Corpora­
tion rela ting  to the  preparatio n for or conduct of proceedings under section 408 
of the National  Housing  Act, the  section relatin g to savings  and  loan holding 
companies.

These expenses would thus be given the same treatm ent  now given to such 
expenses of p roceedings under section 407 of the  National Housing Act, rela ting  
to the term inat ion of insurance, and proceedings unde r subsection (d) of section 
5 of the Home Owners’ Loan Act of 1933, relating to the appo intment of legal 
custodians fqr Federal  savings and loan assoc iations and to oth er types of 
proceedings und er t ha t subsection involving such associations.

Section 408 was added to the Nat ional Housing Act by Public Law 86-374, 
approved September 23, 1959, and  was made perm anent by Public  Law 86—746, 
approved September 13, 1960. Its  general objective is to prevent the crea tion 
of situ atio ns where a company, as defined there in, has  control  of two or more 
savings and loan associations  or other ins titu tions insured by the  Federal  Sav­
ings and Loan Insurance  Corporation, and to prohibi t the  use of such insured 
ins titu tion s by control ling companies for cer tain  types of financing of activities 
of such companies  or of o ther su bsid iaries of such companies.

Parag rap h (3) of subsection (a)  of section 408 provides th at  a company 
shall  be considered as having contro l of an inst itu tion or organizat ion if such 
company owns, controls, or holds with  power to vote more than 10 jiercent of 
its  stock, or if the Board determines, af te r reasonable  notice and opportunity  for 
hear ing, th at  such company direc tly or indirectly exercises a cont rolling influ­
ence over the  managem ent and policies of such inst itut ion or organ izatio n.

In the event  that  the Board is requ ired to prepare for and conduct proceed­
ings under this section, the  expenses of so doing could not  be pred eterm ined 
and therefo re could not be properly  provided for in the  Board’s reg ula r budget 
estim ates.  For  thi s reason, the  class ifying of such expenses as non adm inistra ­
tive  would seem to be both necessary and re al is tic ; this purj>ose would be accom­
plished by Senate  approval of the proposed amendments.

Approval of the amendm ents are  respe ctfu lly urged as lack of such author iza­
tion would preclude the Board at  any time from carrying out its  responsibili ties 
under th is section.

F ederal H ome Loan B an k Board,
Washington, D.C., May 26, 1961.

Ho n. Albert T ho ma s,
Chairman, Independent Offices Subcommit tee,
House  Appropriat ions Cotnmittee,
Washington, D.C.

D ear Mr. Cha irman  : The Pre sident  recen tly approved and forwarded to 
the Speaker of the  House an amendment to the  Federal Home Loan Bank 
Boa rd's  1962 budget estima tes. The amendmen t affects the  estimates of both 
the  Board proper and the Federal Savings and Loan Insurance  Corporation. 
In connection with  thi s action  the  Board wishes to make the  following ex­
plana tion.
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At my meeting with  the Preside nt on April 26, 1961, I discussed  plans for  
the  improvement of the  organ izatio n and operations of the Board including 
the  Federal Savings and Loan Insuranc e Corporation. The  P residen t suggested 
th at  I discuss these plans  furth er with the Budget Director.

Accordingly, on May 2, 1961, the Board attende d a meeting at  the  Bureau 
of the Budget presided over by Deputy Director  Staats . Resul ting from this 
meet ing and later telephone conversations between the  Burea u and me, agree­
ment  was reached on the following proposals  of the Board.

The Board proposed and has establ ished a temp orary task force of advisers  
fami lia r with the operation s and  problems of the  savings and loan indu stry . 
This  task  force will consu lt with the Board on a var iety of policy and man­
ager ial matters. Such ma tte rs would include but not  be confined to : varia ble 
dividends, length of mortgage terms, reserve requirements,  liquidity , possible 
libera lizat ion of inves tment  portfo lio of bank members, extension of lending 
area, Federal cha rters for mutual  savings banks, examination of relat ionship 
between the 11 Federal home loan banks and the Board , capitaliz ation  of the 
banks,  the most effective organ izatio n and operation  of the  activ ities  of the 
Feder al Home Loan Bank Board and the rendering of maximum service to the 
public. The Board expects  to benefit f rom the views of indiv idua ls knowledge­
able on many of the Board’s most  difficult problems. The task force would con­
sis t of 12 members: the re would also be two consultan ts. The members would 
be selected from all sections  of the country . The task  force  would meet about  
20 t imes during the fiscal y ear  and would spend an average of 1% days  at  each 
meeting. The two consulta nts would spend an average of 3 days each time the 
task force would meet. Inv itat ions have been extended to you and to the  
respec tive chairm en of the Sena te Appropriat ions Committee, Hpuse Banking 
and  Currency Committee, Sena te Banking and Currency Committee, and to 
the  Bureau of the Budget to have a staff represe ntat ive at these meetings. The 
members of the task  force  would be pa id not to exceed $25 per  diem and tra ns ­
por tat ion  cost s; the  two consulta nts would be paid not to exceed $100 per diem 
and  transportatio n costs. The estimated cost of the  opera tion—included in 
schedule A attache d—is $62,250. Of this amount $12,000 is in “Personnel 
compensation,” and $50,250 in “Travel and tra nsp ort ation  of things .”

The Board also proposes to set  up in the Board a new office to be called Office 
of Research and  Home Finance. This  Office would have a staff of seven em­
ployees headed by an Adviser to the Board (GS-18) . Under him would be one 
spec ialis t in banking and mortgage finance (GS-16) , one specia list in real 
est ate  and housing (GS-16) , one stat isti cal  clerk  (GS-7 ), and three secretar ies 
(one GS-9 and two GS-8) . The office would analyze all economic, financial, 
mortgage, and housing data and information rel ating to the money m arket gen­
eral ly. It  would advise the Board on developments relating to the  work and 
juri sdic tion  of the Board. It  would ini tia te stud ies and invest igations intended  
to provide information and gene rate  ideas which may develop in to policies of the 
Board and the Insurance  Corporation. It  would conduct special assignments as 
requested by the Chairman an d/or  the othe r Board members. It would co­
operate  w ith direc tors of comparable  offices in other agencies  such as the Bureau  
of the  Budget, Council of Economic Advisers, Treas ury  Depar tment,  Federal  
Reserve , Housing and Home Finance Agency, Departm ent of Commerce, and 
Veteran s’ Administration  in connection with  their  economic, mortgage finance, 
and real  estate  studies. The Office would work closely w ith the Joint Committee 
on the  Economic Report and would cooperate with  other economists in othe r 
economic and trade  organ izatio ns. The estimate for this new activ ity—also in­
cluded in schedule  A attach ed—is $82,750. Of thi s amount $64,940 is for  per­
sonnel compensation, $4,800 for  personnel benefits, $6,650 for rent, communica­
tions,  and utili ties , and $6,360 fo r equipment.
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In connection with  the thre e supergrades requested, the  Board asks  your  
assistance and the assistance of the committee in its efforts to obta in these  
three grades ; we will also seek the  assis tance of the chai rman of the House  Pos t 
Office and Civil Service Committee.

The Council of Economic Advisers  recen tly requested the Board to expand 
and  place on a monthly  basis its limited report  on inte res t and dividend rat es  
of  insured savings and loan associa tions. This  act ivity is car ried on by the 
Operating Analysis Division of the  Feder al Savings and Loan Insu rance 
Corporat ion.

In addit ion, the  Board wishes to obta in sim ilar  info rmation from the  mutual 
savings hanks, commercia l hanks, and life insu rance companies. The info rma­
tion necessary to prepare the repo rts on both the savings and commercial banks 
will be obtained through the coopera tion of the Federal  Deposit  Insurance  Cor­
poration  and the Federal  Reserve Board, respectively.

Info rma tion  in such reports  would involve :
1. Monthly repo rting by all insured assoc iations and mutual  and com­

mercial banks of weighted average intere st rates on loans made  for con­
stru ctio n of homes and for new and exis ting  homes.

2. Monthly or qua rter ly repo rting  of dividend rates paid.
3. Repo rting  of rela ted financial da ta for  gaging effects of ra te  changes  

and for use in computing effective charges.
4. In ter es t charges  to be computed by the Fed era l Savings and Loan In sur­

ance Corporation in terms of effective yield as well as con trac t rate .
5. Computing deta iled frequency dis tributio ns by the Fed era l Savings 

and Loan Insurance  Corporation in term s of number  of insu red assoc ia­
tions, mutual  banks, and commercia l banks repo rting various average  rate s.

6. All da ta will be summarized by Fed era l home loan bank  dis tric ts 
an d/or  by major geographic a reas.

The atta che d schedule B reflects an estimated cost of $100,000 for this  add i­
tional work in fiscal 1962. Of this  amount, $48,400 is for  personnel compensa­
tion, $3,000 fo r personnel benefits, $6,050 for  rents , communications, and  ultl ities, 
$5,350 for  printing and reproduction, and  $30,000 for  automatic da ta processing 
services and other rela ted  costs.

Your favo rable considerat ion and that  of your  committee of our requ est for  
additional funds in fiscal 1962 for the  purposes outlined will be s incere ly app re­
ciated.  We shall be glad to furnish any add itional  information or respond to 
any furth er  inqu iries  you or your committee may wish to make.

Sincerely yours,
J oseph P. McMurray,

Chairman.
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F ed er a l  H om e L oa n  B ank  B oa rd

Sc h ed u l e  A.—Amended sum mary of adm inis trat ive expenses, fiscal year 1962

O ri g in a l e s ti m a te P ro p o sed
a m e n d m e n t

A m e n d e d  e s ti m a te

A vera ge
n u m b e r

A m o u n t A v e ra g e
n u m b e r

A m o u n t A v era g e
n u m b e r

A m o u n t

P e rso n n e l c o m p e n sa ti o n :
Off ices  of th e  C h a irm a n  a n d  B o a rd

m e m b e rs ____________________________
Offi ce  o f t h e  A s s is ta n t to  t h e  B o a r d . . . .
B u d g e t Off ice . ..............................................
Of fic e of In fo rm a t  o n ____ _______ ______
D iv is io n  of  F . S . & L . O p e ra ti o n s ____
Off ice o f th e  S e c re ta ry __________ ______
Off ice of th e  D ir e c to r  of A u d i t s .......... ..
D iv is io n  of  P e r so n n e l ...................................
D iv is io n  o f F I 1 L B  O p e r a t i o n s . . . ..........
C o m p tr o ll e r ’s D iv is io n _____ __________
Offi ce  o f th e  G e n e ra l C o u n s e l_________
Off ice o f R e sea rc h  a n d  H o m e  F in a n c e ..

8 .0
2 .0
2 .0
4 .8

16 .2
54 .3
11 .3

6 .8
11 .6
29 .0
34 .1

$9 7,28 6
22 ,323  
17 ,320  
37 ,1 74  

14 1,30 2 
31 3, 06 6 
11 7,54 8 

50 ,827  
11 2,58 4 
17 0,97 4 
30 9,11 4 

0

0
0
0
0
0
0
0
0
0
0
0
6 .3

0
0
0
0
0
0
0
0
0
0
0

$7 6,9 40

T o ta l  p e rs o n n e l c o m p e n sa ti o n

P e rso n n e l b en e fi ts :
Soc ia l s e c u r it y  ta x es  ( F I C A ) ...........................
H e a l th  b e n e fi ts .......... .............................................
In c e n ti v e  a w a rd s ..................... ..............................
L if e  In su ra n c e _________________________ . . .
R e t ir e m e n t____________ _______ ___________

T o ta l  p e rs o n n e l b e n e f i ts ...............................

T o ta l  p e rs o n a l se rv ic es  a n d  b e n e fi ts . . . .

C o n tr a c tu a l se rv ic es  a n d  su p p li e s :
T ra v e l  a n d  t ra n s p o r ta ti o n  o f p e rs o n s____
T ra n s p o r ta t io n  o f th in g s .________________
R e n t , c o m m u n ic a ti o n s , a n d  u t i l i t ie s _____
P r in t in g  a n d  re p ro d u c ti o n _______________
O th e r  s e r v i c e s . . ________________ __________

S erv ic es of  o th e r  a g e n c ie s ...... ..................
S u p p li e s  a n d  m a te r ia ls ___________________

T o ta l  c o n tr a c tu a l  se rv ic es  a n d  su p p li e s .

A c q u is it io n  of  c a p it a l a sse ts : E q u i p m e n t . . __

T o ta l  gro ss  e x p e n se _________________ . . .
R e im b u rs e m e n t fr o m  o th e r  a c c o u n ts _________

T o ta l  e s ti m a te __________________________

180.1 1, 38 9,5 18 6 .3  76 .940

400 
8 ,8 15 
2,5 00  
4,8 95  

88 ,7 15

10 5,3 25

1, 49 4,84 3

54 ,6 00
625

15 6,8 80 
6, 300 
5,3 75  

11 ,025  
52 ,2 27

28 7,03 2

13 ,125

.1, 795, (MX) 
70 ,0 00

1, 72 5,00 0

8 .0 $97, 286
2 .0 22 ,3 23
2 .0 17 ,3 20
4 .8 37 ,174

16 .2 14 1,30 2
54.3 31 3,06 6
11 .3 117, 548
6 .8 50 ,827

11 .6 11 2,5 84
29 .0 170, 974
34 .1 30 9,11 4

6 .3 76 ,9 40

18 6. 4 1,4 66 ,4 58

0
580

0 
225 

3, 995

4, 800

50,

6,

56,

............ 400

............ 9, 39 5

............ 2, 50 0

............ 5, 12 0

............ 92 ,710

............ 110,1 25

............ 1, 57 6,58 3

250
0

650
0
0
0
0

............ 10 4,8 50

............ 625

............ 163,5 30

............ 6 ,3 00

............ 5, 37 5

............ 11 ,025

............ 52 ,227

900

6, 360

145,

145,

............ 34 3,93 2

............ 19 ,485

000 ............ 1, 94 0,00 0
............ 70 ,000

000 ............ 1, 87 0,00 0
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F ed era l  Savin gs an d L oa n  I n su ra n ce  C orpo rati on  

Sc h ed u le B.—Amended sum mary of administrative  expenses, fiscal year 1962

Original es timate Proposed
amen dme nt

Amended estim ate

Average
number

Amo unt Average
number

Amount Average
num ber

Amo unt

Personnel compensation:
Office of t he Gener al Ma nag er............
Unde rwrit ing Divisi on.........................
Insuran ce Sett lement a nd Rehab ilita­

tion Divisi on .....................................
Operating Analysis  Divis ion ............
Comptrol ler’s Division ................... .

To tal..................................................

Personnel benefits:
Re tire me nt.................................
He al th_________ ___________
Life insura nce .............. ............-
Social security taxes (F .I. C. A. )

To tal ....................................................

Tota l personal services an d benefits. 
Contractu al services an d supplies:

Travel  a nd tra nsp orta tion  of per sons..
Tran spo rtat ion  of t hin gs...............
Rent, comm unication s, and  uti liti es. .
Printin g and reproduct ion...................
Other services .......................................
Supplies and materials..........................

Total

Tota l estimate.

11.0
19.9

$92,975 
161,026

8.0 78,841
37. 1 229,757
14.6 114,529

90.6 677,128

43,804
4,409 
2,349 

110

50,672

727,800

15,400
100

62,800 
27,000 
50,son 
6,100

162,200

890,000

$48,400

48,400

3,116
339
145

3,600

11.0 $92,975
19.9 161,026

8.0 78,841
48. 1 278,157
14.6 114,529

101.6 725, 528

52,000

6,650 
5,350 

36,000

48,000

100,000

46,920
4,748 
2,494 

110

54,272

779,800

15,400 
100

69,450 
32,350 
86,800 
6,100

210,200

990,000

G en er al  Sta te m en t

Senator Magnuson. And we will be glad to hear from yon.
Mr. McMurray. Thank you. My name is Joseph P. McMurray. 

I am the new Chairman of the Federa l Home Loan Bank Board.
Fir st of all, I want to say how happy I am to appear before this 

subcommittee and to tell you that as the new Chairman of the Home 
Loan Bank Board I hope I shall be the kind of Chairman who will 
bring credit.

Senator Magnuson. Thank you.
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Mr. McMurray. And  1 remember a per iod  here on the  othe r side 
when Sena tor  Ma ybank  used to  be ch air ma n of th is subcomm ittee , 
and we all loved and respe cted  him.

Accom panying me tod ay are Joseph J . Willi am s, J r. , and  I ra  Dixon,  
the  oth er two Bo ard  members, Thom as Cr eig hto n, the  G eneral Coun­
sel, Wi llia m II . Hu sband, Gen eral  Manager,  Fe de ral Savin gs and 
Loan Insur ance Co rporati on ; Lawre nce  M. Walt ers , Di rec tor , D i­
vision of Ex am ina tio ns , and Th addeus  Corcoran , Bu dget Otlicer.

We appre cia te the  op po rtu ni ty of  ap pe ar ing before  you to discuss 
ou r budget needs fo r fiscal 1962 and to ju st ify in more  detai l ou r re ­
ques t fo r inclu sion of  a n ame ndm ent  to  the  lang uage o f both the  F ed ­
era l Hom e Loan Bank Board  and the Fe de ra l Savin gs and Lo an  In ­
surance  C orp ora tion.

Detail ed jus tifi cat ion s of ou r bu dg et  needs  fo r fiscal 1962 are con­
tained in the  prese nta tio n del ive red  to  th e comm ittee  some t ime ago.

AUTHORIZ ATI ONS,  1 9 6 2

As you know, the  P resid en t’s budg et conta ins  $12,981,000 in au th or ­
izat ion,  subject to a nnua l l imita tio n, fo r th e Fe de ral  H ome  Loan  B ank
Board  made u p as f ol lows:

Uni t Amou nt
Board and staff  offices______________________________________ $1, 725, (MM)
Division of Examination and  Superv ision______________________  10, 366, (XX)
Federal  Savings and  Loan Insuranc e Corpora tion_______________  890, (XX)

Total-------------------------------------------------------------------------- 12,981,000

H ou se  R ec ommen dation

On page 41, line 15 and  on pag e 43, line s 14 and 17 o f H. R.  7445, 
the  ind ependent officers ap prop ria tio n bil l fo r 1962, dated  Ju ne  2, 
1961, the  House  recommends wi thou t change , each of  the au thor iza­
tions requested. Th e Board  appre cia tes  an d is fully  satis fied  wi th  
the  Hou se action. How ever , the Bo ard  reques ted the  Hou se to ap ­
prove two proposed amendm ents , one to the lan guage of  the Bo ard  
and  the oth er to the language  of the insura nce  corpo rat ion . Th e 
Hou se d id not go  along with ou r request.

OP ER AT ION UN DE R PROPOS ED  AM ENDM EN TS

Th e p rop osed amendm ents , i f a pp rov ed  by the Congress, would pe r­
mi t the  Bo ard  and the  Ins urance Co rporati on  to trea t as non adm in-  
ist ra tiv e expense all necessary  expenses of  t he  Board  or of the In su r­
ance Corpo rat ion  re la tin g to the pr ep arat ion fo r or  conduc t of pr o­
ceedings unde r section 408 o f the  Na tio na l Ho using  Act, the section 
re la tin g to  savin gs a nd  loan ho ldi ng  companies.

Such expenses wou ld thu s be giv en the  same tre atmen t now  given 
to expenses of  proceeding s under sect ion 407 o f the  N ational Ho using  
Act , re la tin g to the  termination of  insurance , and  proceedings unde r 
subsection (d ) of sect ion 5 o f the Hom e Ow ner s’ Loan Ac t of  1933, 
re la tin g to the  appo int me nt  of legal cus tod ian s fo r Federal  sav ings 
and  loan associations and to oth er typ es of  proceeding s un de r that  
subsection  in volving such a ssociations.
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Because such expenses cannot be predetermined i t is not possible to 
properly provide for them in the regular budget estimates of the 
Board or of the Insurance  Corporation.

Approval of the amendments is respectfully urged in order tha t 
the Board may carry  out its responsibilities under this section.

We thank you, gentlemen, for the opportunity  of making this 
statement. We shall be g lad to answer any questions you may wish 
to ask.

Section 407 Provisions

Senator Magnuson. Under 407 of the Housing Act which was ap ­
proved last year, what does that provide generally , 407 ?

Mr. McMurray. Under 407, it is possible to make expenditures, 
without limitation  and classify them as nonadministrative expense, to 
hire counsel and such persons as may be needed to carry on certain 
w’ork in connection with proceedings under tha t section.

Senator Magnuson. And tha t was made permanent?
Mr. McMurray. Tha t is relating to the terminat ion of insurance. 

And that  is permanent.

Section 408 Provisions

Now, under 408, which is the section relating to the holding com­
panies, we do not have the statutory provision to trea t expenses in ­
curred under this section as nonadministrative. And in the event we 
had to operate under  that,  we would not have funds to do so.

Senator Magnuson. So that  we get this clear, in your justification 
you say that 408 was added to the National Housing Act in September 
1959, and made permanent by Public  Law 86-746, approved Septem­
ber 13, 1960. Its  general objective is to prevent the creation or situ­
ations where a company, as defined therein, has control of two or more 
savings and loan associations or other institu tions insured by the 
Federa l Savings and Loan Insurance Corporation, and to prohibit 
the use of such insured institutions by controlling companies for cer­
tain  types of financing of activities of such companies or of other 
subsidiaries of such companies.

Par agr aph  3 of subsection (a) of section 408 provides that  a company shall  
be considered as having control of an ins titu tion  or organ izatio n if such com­
pany  owns, controls, or holds with  power to vote more tha n 10 percent of its 
stock, or if the Board determines , af ter  reasonable  notice  and opportuni ty for  
hearing , that  such company directly or indirectly  exerc ises a controlling influ­
ence over the management and policies of such organizat ion.

In the event that  the  Board  is required to prepare for and conduct proceed­
ings under this section, the  expenses of so doing could not  be predete rmined .

And what you are asking is, i f you have to move in under this sec­
tion, you ought to have the opportun ity to spend such as you deem 
proper.

Mr. McMurray. You have correctly stated the situation.
Senator Magnuson. Tha t is the one amendment.
You have two amendments.
And you are asking for  no change in the House figures.
Mr. McMurray. Tha t is correct.
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H ouse R eport

Se na tor  Magnuson. Now, the  House  di dn ’t inc lude $100,000 con­
tained in Hou se Document 168. W ha t is the $100,000 fo r—$145,000 
fo r the Board , and $100,000 for the  Co rporati on , “l im ita tio n on a dm in­
ist ra tiv e expenses.”

The proposed increase in this limi tation would provide for  the  publ ication of 
a monthly increase of dividend rat es and mortgage intere st rat es for savings 
and loan associa tions and other mortgage lenders. This  would also provide a 
great deal of the financia l data,  and so forth .

The H ouse  has  ju st  inform ed us that  in t hi s p ar ticu la r case th ey  w ill 
conside r th at  item  in the  supplem ental. So we don’t need  to tak e 
it up .

Mr.  McMurray. Tha t is our un de rst an ding , and th at  is pe rfe ct ly  
agre eable to us.

Senator  Magnuson. One ot her th ing.

R eorganization P lan N o. 6

You have a Re org aniza tion P la n No. 6 pending .
Mr. M cMurray. Yes, sir.
Sena tor  Magnuson. 11 ave you test ified ye t on tha t one ?
Mr. McMurray. No, sir.
Sena tor  Magnuson. Have h earin gs  been set, do you know ?
Mr. Creighton . They called me fro m th e committ ee th is  mo rni ng  

and  said  Ju ne  27 was  t he  t en tat ive da te—t hey said they wer en’t posi­
tive,  they we re goi ng  to t ry  to have h ea rin gs  on th at  date .

Se na tor  Magnuson. Th is was ju st  sent up  on Jun e 12.
I f  th is reo rgan iza tio n pla n goes into effec t in the 60-day pe riod 

will th at  make any change  in yo ur  req ues t fo r fu nds ?
Mr. McMurray. No t th at  I  know  of  at  the moment. In  the lon g 

run , I  hope, it  w ould  r esu lt in more efficient and less costly opera tion.
Se na tor  Magnuson. I t is more  an ad minist ra tiv e reo rga niz ation  

fo r the  B oa rd  ?
Mr.  McMurray. Yes, sir.
Sena tor  Magnuson. I hav en’t look ed at  it  too ca ref ull y bu t I can 

see th at  it would n’t make any  cha nge in ad mi nis tra tio n of  fun ds.
Any ques tions , Sen ato r Scho eppel?
Sena tor  Schoeppel . I  would  ju st  like to ask one ques tion  here.

Additional E xp en se  F und

You  know  I am no t famili ar  wi th too much of the  de tai ls on th is 
thing . But  in th is prop osed amend ment cha nge here,  you an tic ipa te,  
of course , th at  the re will be an addit ion al expense  fun d th at  you will  
have  the  op po rtu ni ty  to util ize  one way  or  anoth er,  isn’t  th at rig ht , 
or am I  w ron g on it?

Mr. McMurray. Th ere  will be fund s to be used. An d T th ink Mr. 
Corcoran  can  tel l you—you are  ju st  ask ing  if  the re are  addit ion al 
fund s ?

Se na tor Schoeppel . Yes.
Mr. McMurray. Th ere  are addit ion al fund s that  can be util ized.
Now, how do you get those addit ion al fund s ?
Se na tor  Schoeppel. Th at  is th e next  ques tion .
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Source of F unds for E xp en ses

Mr. Creighton. All of our expenses for our operations come by 
assessments which we are authorized to make upon the 11 home loan 
banks and upon the Insurance Corporation.

And we can assess them whatever our exjienses are, whatever you 
authorize, plus our nonadministra tive expenses. We will be able to 
get the funds all righ t if you give us this legislation.

What we want this legislation for is so we will not have to pay those 
expenses out of the limitations you place upon our adminis trative 
expenses.

Senator Schoeppel. I gathe r that, but I was wondering how are 
you going to recoup and now are you going to get a reimbursement ?

Mr. McMurray. Actually, Senator, all of the expenses of the Fed ­
eral Home Loan Bank System come from the banks and the member 
associations. So actually we do not spend any Federal funds as such.

Senator Schoeppel. I see. That answers my question.
Senator Magnuson. We give them the author ity to spend it.
Senator Allott. And th at is true of the Federal Savings and Loan 

Insurance Corporation ?
Mr. McMurray. Yes, sir.

Con sultan t Services

Senator Magnuson. I note the House included language authoriz­
ing funds to be used for consultant services. Why is that?

Mr. McMurray. One of the things  I was surprised at, Senator, 
when I came into the office was that  there was no authority, if we 
needed some expert, to hire someone on a consultant basis. I am 
not absolutely certain, but I imagine most agencies of the Govern­
ment can hire consultants and have this  authority. I am now advised 
tha t most agencies included in the independent offices bill have this 
authority.  In my previous position as president of a college we had 
tha t right, and in every agency I have ever worked with we had the 
right to hire on a  per diem basis a consultant up to a certain limit.

And this proposed amendment gives us that authority to do so.
As you know, it is frequently much more economical to hire an 

expert, for a day or 2 days than  to hire a person on an annual basis, it 
is less expensive.

Senator Magnuson. The bulk of these funds are for examinations 
of savings and loan institutions, are they not?

Mr. McMurray. That  is right.
Senator Magnuson. They are on what basis, now ?
Mr. Corcoran. Twelvemonths.
Senator Magnuson. They stay on 12 months?
Mr. Corcoran. Yes, they are on a current basis substantially except 

in the State of California .
Senator Magnuson. And the House gave you, in your opinion, 

enough to do that?
Mr. Corcoran. That  is right.
Senator Magnuson. Senator Allott?
Senator Allott. I have a couple of questions.

71036 0 —61-----21
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AMOUNT FOR CONSULTAN TS

How much  is involved in the  con sul tan t request ?
Mr. McMurray. We have  no specific au tho riz ati on  or au thor ity  to 

do so. And 1 presume  it would he based on what  I would call sav ings 
in our  budget.

Is  th at  correct?
Mr. C orcoran. Yes, fo r the  cur ren t fiscal year .
Mr. McMurray. In  oth er words, we sta y wi thin the  budget.  So 

it c ouldn’t be very much.

AREAS OF US E OF CONSUL TAN TS

Sena tor  Allott. I ask the  questio n aga in. You have  a Bo ard  and  
you have a  good-sized budget. W ha t jus tificat ion  in w hat  f ields w ould 
you want to employ  consu ltan ts ?

Mr. McMurray. Well, fo r example, it migh t be th at  in conn ection 
wi th a specific lega l ma tte r you migh t want to get  an ex pe rt in to 
advise you.

You migh t—one of the th ing s th at  I  have  observed is th at  the  
Federal  Hom e Loa n Bank Bo ard , alt ho ug h it supervi ses som eth ing  
over  $70 billion in oth er peop le’s money, does not h ave  an y rea l expert s 
in the  field of  finance,  economics,  the money ma rke t, et cetera . An d 
on occasions you mig ht want to make an economic study  to make an 
intell ige nt det erm ina tion with respec t to the policy the  Board  might 
be cons ider ing.  An d thi s is the k ind------

REC RUITMEN T OF EXPERT STA FF

Sena tor Allott. Wh y sho uld n’t your Bo ard be set up  so as to in ­
clude wi th in  your  Board  peop le wi th th is pa rt icul ar  knowledge and 
ab ilit y ?

I raise th is  ques tion  because of th is  re as on : I rea lize  th at  on ra re  
occasions i t is necessary to call in outside con sul tan ts.

On the  o the r h and, the  people th at  you call  in o r any oth er admi nis ­
tra tio n call s in as consu ltants  are not employees  of  the Government , 
they have n ot taken an oath  of office, an d they have not  t aken an oath 
to supp or t the Const itu tion and fun ctions of our  Government  as you 
have and  as the  rest  of us have, and when you call in outside  con­
sultants , you can never be s ure  of  wh at  influences may be brou gh t to 
bear in the consult ing  services wh ich you employ ?

I have a very  str on g fee ling  abou t thi s, a fee ling th at  th is should 
only be done  in th e most  ex trem e circumstances.

Wh y cannot  your  B oar d bu ild  up  a staf f which is capable  of  doing

Mr. McMurray. I am gla d you asked th at  ques tion,  Sena tor , be­
cause, as  a m at te r o f fact , tha t is a no the r reques t t ha t wil l come to y ou; 
it is embodied in the Pres iden t’s communic ation to the  Speaker of  the 
Hou se in Hou se Docume nt No. 168 of  May 23, 1961, th at  is exactly  
what we are ask ing  for, fun ds to begin th is  very  work . However , at  
the  mom ent wre do not have it. An d I  am not sure we may  have the  
need, but  in the event we do we wo uld like  to have t he  autho rity.
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REQ UIR EMENT  OF OA TH

As far as taking the oath goes, 1 would like to—is that true, they do 
not take an oath ?

Mr. Ckeighton. I think tha t is correct, yes, sir.
Mr. McMurray. Is there any reason, for example—if I may be 

permitted to ask a question of our General Counsel—is there any rea­
son why, in the event that they would, we couldn’t have them take an 
oath ?

Mr. Creighton. I don’t think there is my requirement th at requires 
them to take an oath, and I don’t think  you have any authority to 
require it.

Mr. McMurray. Maybe we haven’t author ity, but if they didn ’t 
take it, if they didn’t want to, I wouldn't have to hire them. How­
ever, Senator, I think generally part  of my procedure would be, it 
would seem to me, I would be very careful and scrupulous, as would 
other Board members, in determining the kind of person you take. 
And any person you hire as a consultant is usually a well-known and 
recognized expert in his field.

Senator Allott. This may be true, but it does not mean that  he 
has not been subject to past business connections or prospective fu ture 
business connections which could in p art  alienate, slant, or color any 
advice tha t he might give to your  agency.

Mr. McMurray. Well, that is always a possibility, I must concede 
that. But I have found myself, on occasions I have served as an 
expert, that you try and work for the person who hires you, and you 
are very jealous of your own integr ity.

And most of the people I know that  have done that  kind of work, 
many of them are college professors or experts in their  particular  
field—lawyers, of course, they are always doing this—one day they 
might work for one client and another day for another client, and I 
would guess that they act honorably and do not try to anticipate  
what they will be doing tomorrow in terms of their  advice to their  
client today.

And I just assume that that is the way most people would work.
And I do think that  it is an authority that  exists in most of the 

other agencies, and from time to time you might need someone very 
urgently to do an important job or study.

The way i t is now, you only can pay up to $25 per diem.
So I  think  it is an authority tha t would be useful, Senator. And 

all I can say to you is that we have no present plans for  making use of 
it.

But it would be the kind of thing,  if needed, that would be very 
helpful to have. And I can tell you that I would be very careful in 
the person or persons that I would select for this purpose, keeping in 
mind the very things th at you have stated.

Senator Allott. I don't think that  all of these people are to be 
questioned as to their integrity, by any means, I am sure tha t by a 
great amount in numbers, percentage in numbers, they would be peo­
ple of integrity. But I do think  in a board  like this and in the other 
agencies where we have p retty wide and varied staffs th at the func­
tions of the agency should be by and in large part incorporated w ithin
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that  staff rather than calling upon outside help in connection with which, as I have stated, there may be unknown factors influencing 
advice and decisions which you can’t lay your hands on no matte r how 
careful you yourself are.

I would like to ask one further question.
I nvest m ent  in  D ev el op men t L oan  C orpora tio ns

On the floor of the Senate the other day an amendment was offered 
which provided tha t savings and loan institutions , Federal savings 
and loan institutions, would be permit ted to invest a portion—a very 
limited portion, it is t rue—of their  money in development loan cor­
porations of States. And I  ask this as a 27-year member of a board 
of directors of a small Federal savings and loan in which I have very 
great pride. And I might say, Mr. Chairman, I have been reim­
bursed very magnificently by that board over the years.

I started out with a no-dollar value, and I had it doubled every year.
But I would like to ask you this question. Did the Board give any assent either written or oral in any way backing that amend­ment ?
Mr. McMurray. Formally, sir, the Board did not do so, because the Budget Bureau has not yet taken a position.
However, to answer your question completely, I  have talked to the staff director of the Senate Banking Committee, and I told him 

that  the Budget Bureau had not taken a position, but tha t on the 
other hand I thought that  it was a good amendment, because I be­lieved that the savings and loan associations, where they can, should 
participate in community activities, at least to some extent. Pre­sumably these public development corporations would do something 
that  would help the area or the community in which the association 
operated and that,  in turn, certainly should be beneficial not  only to 
the community but more especially to the real estate in the area.

Senator Allott. Then I understand that you did advise the coun­sel for the committee that you favored this amendment ?
Mr. McMurray. Tha t I personally did. We were talking on the telephone, and I said that I could not-----
Senator Allott. This did not represent action of the Board it ­self?
Mr. McMurray. That  is correct, sir.
Senator Allott. And there was no—subject to hearing from the 

Budget Bureau there was no wri tten endorsement of the amendment?Mr. McMurray. As far  as I know.
Was there any previous action ?
I only came in on May 1.
Mr. Dixon. I prepared a suggested letter  but it has never been cleared, and has never been sent, to my knowledge.
Senator Allott. Does that letter approve the amendment?
Mr. Dixon. It  doesn’t disapprove it.
Senator Allott. I wonder if we could have a copy of it. That isn’t an executed letter yet?
Mr. Dixon. It  is not.
Senator Allott. So I  can’t ask that it be made a part of the record.
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ES TA BLI SH M EN T OF SA VING S AN D LOA N IN ST IT UTI ONS

You are aware, Mr. McMurray, tha t Federal savings and loan 
institutions were established at a time when there was utte r chaos 
in the financing of private  homes, and you understand the reasons 
tha t these Federal savings and loan institutions were established? 
You unders tand further, I am sure, that  loans can be made only upon 
first mortgages or first trust loans upon real property, there is a 
limitation of 15 percent upon any business property, and tha t they 
cannot be made in excess of 80 percent of the appraised value of the 
property. I am sure you are aware of that.

Mr. McMurray. Yes, sir.
Mr. Creighton. There are no limitations in the statute, Senator, 

as to the amount which they can loan on the appraised value of the 
property. Tha t is by regulation of the Board.

Senator Allott. All right.
Then by regulation of the Board which has the force and effect of 

statute as far as us poor people are concerned-----
Mr. Creighton. I meant to indicate it could be changed by the 

Board if it saw fit.
Senator Allott. Now, as a member of a board—and I speak as a 

member of a board—I act in trust for the benefit of all of the people 
who put their  money in an institu tion which they have selected me 
to help govern—by what right do I  have even to take a small por tion 
of those moneys, even granted there is str ict limitation on a portion, 
and invest i t in investments which may be at the best and are at the 
best venture investments and development investments, and to some 
extend hazard investments ?

Mr. McMurray. Well, I would presume that such a public cor­
poration would not enter in—I realize the word “specultaive” is 
subject to—it is a m atter  of judgment whether it is speculative. But 
I would imagine tha t if it were tha t kind of a venture tha t was 
highly risky for the public institution to go into, that  the board of 
directors would exercise judgment and not go into it.

This is giving the association the right to invest one-half of 1 
percent of its assets in such corporations, and they are public corpo­
rations, and presumably act in the public interest, and it is hard for 
me to conceive, although it is possible, I suppose, th at they would 
invest in what you would call speculative types of ventures.

DEV ELO NMENT LOAN CORPORATIONS

Senator Allott. It  isn’t possible that  you don’t know the nature  
of what  development loan corporations are, is it ?

Mr. McMurray. As to the grassroot situations , I do not, s ir—that 
is I know their  purpose, but have not had any intimate experience 
with their operation.

Senator Allott. I am speaking of grassroots, because they exist in 
every State, and my State is not the only grassroots State in the 
Nation.

But development loan corporations are organized for the specific 
purpose of promoting new industries and developing new industries 
within States.
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Now, it  doesn’t seem to me—I  mu st say tli at  it  is wholly incon­
sis ten t wi th my obl igation , my sense of  obl iga tion , to peop le whose 
money I  con trol in one-n inth degree as one mem ber of  nine on the  
board , to use any  money which has  been plac ed wi th me wi th the 
idea  th at  it  wil l be inves ted only in firs t mortgage s, and only then  
up to 80 perce nt of  its  ap praised value to tak e any of th at  money 
and pu t it  in a developmen t loan corpo rat ion  which is admi tte dly  
formed an d the capit al is solicited upon the  basis th at  it will form  
new businesses and try  to for m new busin ess which of necessity  m ust 
be ha za rd  and v enture ca pital.

Mr. McMurray. Wel l, I can  conceive t ha t in some cases it could be 
hazardous .

But  I  wou ld guess that  if it would result , fo r example, in br inging  
to a community  a new ind us try , presum ably they sho uld  be successful 
in  most  inst anc es in br inging  new indu str y in, th is should  gen era lly 
reflect  favorab ly on the  valu e of the  land  and  real estate  in the area  
in  which the  associat ion operates.

TRU ST RELA TION SH IP

Se na tor  A llott. Mr. Ch airma n, you miss en tirely  my point , which  
is the po in t of the  tru st  rel ationship which a man  has  to the  money 
of  o the r peop le which he is hand ling.

Mr.  McMurray. I  th ink , looking at  it  from anoth er  sta ndpo int , 
th at  i t m igh t very well be t hat  he is a cti ng  pos itively t o keep the land 
value, the  real esta te value s, the employme nt, and  in gen era l the  
economic heal th  of  the community  high.

Se na tor  Allott. It  may  no t be a comm unity, it may be the S ta te  and 
never res ult  in  an  imm edia te a pp lic ati on  t o th e imm ediate com mun ity. 
I  hope the  Bo ard  before it ever—of  course, the  amend ment is in the  
law now as it  now stan ds,  sub jec t to the action of the House, bu t I 
hope  before  th e Board  issues a l et ter or  an o pinion with respec t to  th is 
leg islation th at  it  will go into th is mat te r very  serio usly , because  the  
savings  and loan  ins tituti ons of  th is country  have  by fa r and away  
been th e backbone of  the  home bu ild ing in th is  country.

Mr. McMurray . Tha t is corre ct.
Se na tor  Allott. F ar more even th an  FH A, which mos t people 

don’t realiz e. An d, to me, th is cou ld be the  begin nin g of  a break­
dow n o f the  bas ic chara cte r a nd in tegr ity  o f s avings  ano  loan  in st itu ­
tions.

Mr. McMurray. Well, all I  can  say to  you is t hat  we will cer tainly  
give  it  very car efu l study.

Se na tor  Allott. I would be ha pp y to  ap pe ar  wi th you , and I am 
sure th at  Se na tor  Anderson  is very much interested in th is mat ter  
an d would also be very happ y to ap pe ar  w ith  you and discuss it  with  
you.

Th an k you very  much.
Mr. McMurray. Th ank you.
Se na tor Magnuson. Let  me ask th e boa rd-----
(Discussion off the  rec ord .)
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RATIO OF LOANS TO DEP O8IT 8

Senator Maonuson. Would you furnish for the committee—I 
imagine you have—the overall national percentage in savings and 
loan institutions of loans as to deposits? You must have a national 
average.

Mr. McMurray. Yes, I think we have it righ t here.
FIGU RES ON FORECLOSURES

Senator Bridges. Could you, Mr. Chairman, also include in that  
request the total national figures on foreclosures ?

Senator Magnuson. Yes.
Mr. McMurray. May I ask—are our foreclosure statistics suf­

ficiently comprehensive, or are you simply asking the foreclosures on 
our loans?

Senator Magnuson. And the percentage of loans as to deposits?
Mr. McMurray. And foreclosures related thereto.
Senator Ellender. And losses, could we get that,  percentagewise, 

over the period ?
Mr. McMurray. We will t ry to get the complete information.
Mr. Husband. I can give it to you now if you want it.
Senator Magnuson. All right.

TOTAL LOAN S AND TOTAL DEPOSITS,  DECEMBER 31, 18 58

Mr. Husband. This is as of December 31, 1959. The total mort­
gage loans for all savings and loan amounted to $53 billion. And the  
total  savings amounted to $54,548 million. If  you want the fore­
closures, I have those.

Senator Bridges. Your total savings, tha t is deposits amounting to 
$54 billion.

Mr. Husband. As of December 31.
Senator Bridges. And of total loans ?
Mr. Husband. $53,087 million.
Senator Bridges. What are your foreclosures ?

TOTAL FORECLOSURES IN  18 58

Mr. Husband. These are total foreclosures; including all financial 
institu tions in 1959 foreclosures for the United  States of home prop­
erties, 44,075; 1958,42,367.

Senator Magnuson. Would you say generally tha t they have gone 
up for  1960 ?

Mr. H usband. Yes, Senator, a slight advance; in 1950, for example, 
the foreclosures fo r tha t year were 21,537. There has been a s light 
increase over the last 3 or 4 years.

Senator  Ellender. Isn’t tha t due more or less to an increase in 
loans ?

Mr. Husband. Yes, sir. As your volume goes up, natura lly you 
would expect a higher number.
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TOTAL LOANS, MARCH 10 01

Sena tor  Allott. Do you have  the  figu re the re of tot al numb er of 
loans  ?

You have  giv en us the  t ota l num ber  of  foreclosures .
I th ink  it only becomes me ani ngful  with the  tot al num ber  of loans.
Mr. Husband. The insu red associat ions hav e 7,261,000 loan s on thei r 

books, and they have  about 28 m illion sav ing s accounts.
These las t figures, Senator , are as of Marc h 31, 1961.
Sena tor  Allott. And the  number of  fore clos ures was 44,000?
Mr. H usband. The num ber  of fore closures was 44,075 in 1959.
Sena tor  M agnuson. It  will be abou t 46,000 now.
Mr. McMurray. Those foreclosures  are  aside from the loans th at  

we made.
Mr. Husband. Yes, as I in dic ated------
Mr. McMurray. They would  inc lude some of  your  FH A  203’s, or 

221’s, VA ’s, and so on. So the re might have been more foreclosures  
that  a re not  p ar t o f ou r loans.

Senator  Magnuson. Wo uld you say  th at  th at  percen tage of  fo re­
closures as to  the to ta l saving s is a no rmal figure ?

Mr. H usband. Yes, sir. I don ’t th ink th at  the  sli gh t increase  has  
any rea l m eaning, as Se nator  El lend er  pointe d out, th ere  is an incre ased  
volume of lendin g, and  there is no serious  adverse  trend . The first  
step b efor e fore closure as you know,  t he loan  becomes slow, and the re 
is p rac tically no increase in the perce nta ge o f slow loan s to the  tot al.

Senator  A llott. I f  my ari thm eti c is good,  and  I hope  it is no t too 
bad, t he re are  7,261,000 loans, and  44,000 of  those were foreclosed or  
are under forec losure.

Mr. McMurray. Those figures are  not consistent with each  oth er,  
I wan t to po int  that  out.

Sena tor  Allott. Le t's get consist ent  figures. How  were they not 
consistent ?

Mr. H usband. 7 mill ion for sav ing s and  loan  only , and  the fo re ­
closure 44.075 were fo r banks, life  insurance  a nd  e veryth ing .

Se na tor  A llott. Even at thi s ra te  it would be only  appro xim ate ly 
one -ha lf of  1 p ercent.

Mr. H usband. Yes, sir.
Senator  Allott. So the  figures fo r sav ings and  loan would be 

fa r better .
Mr. H usband. In fin ite sim al ; yes, sir.

INTEREST RATE

Sena tor  Magnuson. What is the  going  inte res t rat e in insurance  
sav ings and  loans un de r your j uri sdi ct ion ?

Mr. McMurray. You mean intere st on the  mo rtgages or div idends 
paid?

Se na tor  Magnuson. In ter est  on th e m ortg ages.
Mr. M cMurray. They vary by area .
Mr. Dixon . Dr.  H usb and  has  a composi te.
Mr. McMurray. I know in the  New York area at the  presen t time  

they are run ning  abou t 5i/2 percent.
Sena tor  Magnuson. What  I  am t ry in g to  get a t is-----
Mr. McMurray. And in Ca lif ornia the y would be 6i/2 per cen t, 

possibly.
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Senator Magnuson. Now, in those cases—I am tryin g to get at the 
spread here—if they are paying 6 percent, then they usually charge 
about a half a percent, is that the general figure, more for the loan 
over and above what they pay ?

Mr. Dixon. 2 percent.
Senator Allott. Mr. Dixon said here a few moments ago he thought 

the average was about 5.8. I would not be surprised but what tha t 
is correct as far as my knowledge extends. And he says that the 
spread is ordinarily about 2 percent, which is what I have observed.

Mr. Dixon. One and three-quarters to two percent.
Senator Magnuson. In an institution like that they would pay no 

more than 4 percent.
AVERAGE DIVIDENDS

Mr. Dixon. Four  percent. The national average of dividends is 
slightly below 4 at the present time; 3.9, isn’t it ?

Mr. Husband. About 3.99.
Senator Magnuson. The dividends ?
Mr. Husband. The national average; yes, sir.
Senator Magnuson. So that 2, t ha t would run near 6 national ly 

for the loans ?
Mr. Husband. Yes, si r; just under.
Senator Magnuson. That corresponds, doesn’t it, with commercial 

banks fairly  well, I mean for home loans?
Mr. H usband. We would th ink so, although I don’t know tha t the 

banks publish comparable figures, Senator. But based on observa­
tions, I would say yes.

Senator Bridges. What is the highest rate paid in dividends, and 
what is the highest interest rate ?

Mr. Husband. I know of one little association, and it is the only 
one I know of in the United States, Senator, that is paying  8 percent, 
but if you try  to put money in there they wouldn't take it.

ADVERTISING POLICY

Senator Bridges. You see a lot of advertising seeking money.
Senator Magnuson. You see a lot at 6 ?
Mr. H usband. Not the insured associations. If  you have as many 

as three insured associations, Senator, paying 6 percent I would be 
surprised.

Senator Magnuson. So there, again, I am being confused, because 
I don’t know which is which by the advertisements.

Mr. H usband. You can see here advertising around town by Mary­
land associations of 5 ^  percent, but they of course, are not insured 
by us.

Senator Magnuson. But most of the people think they are.
Mr. Husband. Unfor tunately, they do.
Senator Allott. Would it be fa ir to say that about the highest gen­

eral dividends that are being paid in the present scope of things are 
41/2 , and the lowest is about 3% ?

Mr. Husband. Yes, sir.
Senator Magnuson. And you say the national average would run 

about 4 ?
Mr. Husband. 3.8,3.9, right in there.
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Senator Magnuson. Right around 4 ?
Mr. H usband. Yes, sir.
Senator Magnuson. Which would give you a national average on 

your loans if you figure 2 percent, between 5% and 6 ?
Mr. H usband. Yes.
Mr. McMurray. 3.53 in 1959, and 3.38 in 1958 in the United States ; 

in California, where the rates are higher, it was 4.05 and 3.98.
■ LOAN POLICY

Senator Allott. Jus t one other question : Does the Board still pur­
sue the policy with respect, to outside institutions which come under 
the insurance provisions, that these loans must be made in conformity 
with certain principles, for example, they must be direct reduction 
loans, and things of that  type?

Mr. Dixon. Right.
Senator Allott. This is one of the grea t things that, this thing 

brought to this country.

DIRECT REDUCTION LOANS

Senator Magnuson. What do you mean by direct reduction?
Senator Allott. For  example, i f I take out a loan for $5,000, and 

make a $50 payment on the first of the month, the inte rest is first taken 
out of my payment, and that goes into the earnings of the loan associa­
tion, and the rest is applied upon the $5,000 balance I  owe. So tha t 
the next month I pay on $5,000 less whatever has been applied on it. 
So you get. a direct reduction everv month, even though you pay a 
constant amount, more and more of it goes each month to  the appli­
cation toward the principal. And this is what really has made these 
associations a godsend, because this is what has made i t fai r to the 
borrower.

Senator Magnuson. Could you pick it up any time?
Mr. Dixon. Yes, if you want to pay it otf.
Senator Magnuson. At any time ?
Mr. Dixon. Yes, sir.
Mr. McMurray. Some of them, I presume, would have prepayment 

penalties.
Mr. H usband. Federate can charge, if it is more than 20 percent, a 

penalty of 6 months" interest. But a lot. o f associations charge no 
penalty for prepayment.

Senator Magnuson. But they could, t hat  is sort of a service free, 
if they come in and pay it up ahead of t ime ?

Mr. Husband. If  it exceeds 20 percent of the debt.
Senator Magnuson. Well, what if a fellow came in with 19 per­

cent 1 month and then 19 the next month and paid it all off in 6 
months?

Mr. Husband. I think he would have the cooporation of  the asso­
ciation.

Senator Allott. They would at least be put  on warning tha t they 
were going to get  his money and plan to put it out again.
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(The  fo llowin g le tte r was l ater  rece ived :)
F ederal  H ome  Loan Ban k B oard,

Washington, D.C., June  /6 ‘, 19H1.
Hon . Warren G. Magn uso n,
Chairman, Subcommittee on Independent Offices,
Senate Committee on Appropriations,
Washington, D.C.

Dear Mr. Chairman : In connection with our  informal discuss ion on the  ad ­
verti sing  by savings and loan associations , I sta ted  th at  this  was not  l imite d to 
savings a nd loan associations.

As a ma tte r of fact,  National and Sta te commercial ban ks and savings banks  
in othe r Sta tes  do the same kind of adve rtising. The Federal Deposit Insu ran ce 
Corporation, as I state d, has not up to now concerned itse lf with  thi s problem, 
and I am hopeful that  it will.

I am atta chi ng a few typical examples  of the  kind of adverti sing  these banks 
use, and I resj>ectfully request th at  thes e be included in the hearing.

Sincerely,
J os ep h P.  McMurray, C hair m an.
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Rogers silvernla te is FREE. Then, ever y time  you idd $_’.*• . . you get an­

other 5-piece  place set tin g for only $2.25;  a $5.50 value.

The

Topeka State Bank
I n u r  I  n n v e n ic n l "H a n k  nl

downtown i »i> «Ad <«- .«»

DRIVE IN B» *w »s n Topeka end Tyler on • ♦h

m r m r r  a  r  r n k n a i.  n »: r  n s I t  i \  s r  r a k c  r r n  r r <» r a i i o n
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L O O K ! C H O O S E  
, T 'S  Y O U R S  F R B

Any one of  these va lua ble  products will be 
given to you absolutely  fre e when you open 
a new savings account o f $25 or more, while 
the supply  lasts. (Minimum balance of  $25 
fo r one ye ar  required on these gift  ac­
counts.) On ly one gif t to an individual.

EMPIRE ELECTRIC 
PE RC OL AT OR

Economical, fast, 3-cup "perco- 
dr ip" coffee maker . . , good- 
looking, easy-to-clean, polished 
aluminum . . . modern, sanitory 
pouring lip . . . Underwriters' la b ­
ora tory cord, ru bber insulated . . . 
fully  guaranteed.

LEE-O-L ITE TABLE LA M P
Handsome "decorato r" lamp of 
polished walnut with brass ploted 
base, harp and finial . . . rich­
looking silk shantung shade, 13" 
wide. Over-all height 24 ’A". A 
most attrac tive lamp.

MIR RO
C O M B IN A TIO N

PAN
This 5-way combina­
tion consists of  3 qt. 
double boiler, covered 
saucepan, saucepan, 
covered casserole and 
e g g  p o a c h e r .  A 
"C h a rm ”  p ro d u c t,  
made of  super-thick 
highly polished olumi- 
num with smart copper- 
to n e  c o v e r.  A dds 
beauty ond efficiency 
to your kitchen.



I N D E P E N D E N T   O F F I C E S   A P P R O P R I A T I O N S .  1 9 6  2

G E N E R A L E L E C T RI C C L O C K

T h e  " D or m , "  attr a c ti v e  el e ctri c  

cl o c k m a d e b y t h e w orl d' s b e st-  

k n o w n  m a n uf a ct u r er  of  el e ctri c  
cl o c k s  D e p e n d a bl e,  a c c ur at e,  
l o n g-l a s ti n g  . . q ui et, n e e d s n o 

wi n di n g, n o r e g ul ati n g  G u ar a n ­
t e e d,

1 6- PI E C E S E T  

S U P R E M E SI L V E R R L A T E

L o v el y " B ar o n e s s " p att er n m a d e b y  
t h e M eri d e n Sil v e r pl a t e C o m p a n y , a 

di vi si o n of  T h e  I nt er n a ti o n al  Sil v er  
C o m p a n y, w orl d' s l ar g e st  m a n uf a c­

t ur er of sil v er w ar e. F o ur p l a c e s etti n g s 
c o n si sti n g  of 4  t e a s p o o n s, 4  s o u p  

s p o o n s, 4  di n n er f or k s, 4  di n n er k ni v e s  
. . . g e n er o u sl y pl a t e d  f or l o n g- w e ar ­
i n g b e a ut y.

* ’  L

T D l
t N  D s

V  I 0

O Z a v e a *
* °  n  t w o - y e a r   n ' o n e Y  I)

t o t a l r a ’ e  | u t  t/4 %  s p e c' a l )  

( 3 '/ , %  r e 9 U , °  P  

» Y E A * . rt n  d e p o*1’

 ̂ ' " “o A V O f  D  E  P  O  S 1

T H E M A N H A T T A N S A VI N G S B A N K
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NF AR FST OFF ICE FOR F UFF  GIFT S

385 MADISON AVENUE AT 47th STREET

BANKING  HOURS

Monday through Thursday 9 A. M. to 3 P. M. 
FRIDAY 9 A.M. TO 6:30 P.M.

THE
MANHATTAN

SAVINGS
BANK

“ SERVING  THE THRIFTY SINCE 1SS0"

Mem ber F td tr a l DepotH Insurance Co rporat ion

71036 0 —61------22
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(look inside)
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LEE-O-LITE PUMP  ARM  LAM P

Smortly-styled contemporary lamp for desk 
or table, with brass and walnut  finish. Con­
venience features include swivel head, and 
pump arm which ollows raising or lowering 
as desired.

HALUT E FRY PA N

Convenient 9"  covered fry  pan 
that's a "must" for every kitchen. 
This extra-heovy Hallite beauty 
has non-tornish  copper-to ne d 
cover, cool plastic handle, and 
handy hanging ring.

GENERAL ELECTRIC

Welcome and wanted appliance 
for  any household, made by a 
famous manufacturer. Automatic, 
with push button control. Com­
pletely wate rproo f; with remov­
able, washable, 100% cotton
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Sturdy stepladder for indoor or outdoor 
use. Mode of aluminum, with non-skid 
rubber feet and "safety surface" steps. 
Stands 21" high, has 19 W  spread when 
open. Lightweight, easy to handle, folds 
compactly for storage.

CASSEROLE SET
Mode by Corning Glass. . ,6-piece bake, 
serve and store set consists of 1 pt., 1 Vi pt., 
and 1 qt. dishes with covers. Heat and cold 
resistant. Attract ive design and color.

(Onl y one g if t to an  in di vidua l 
whi le the supp ly lasts )

YOUR CHOICE OF ACCOUNTS, TOO!
Ind ividual  in your name only, Joint with 
someone else, or in Trust for another person.

P l u A  E X T R A  V A L U E - Y O U  C A N  S A V E  U P  T O  *1 O  IN  

C H E C K  A N D  M O N E Y  O R D E R  F E E S .
A handy New-Deposito r Bonus Card wo rth  up to 80 Money Orders 
and  8 G ift  Checks as you increase your account  — given to you 
ABSOLUTELY FREE when you open your account.

THE NEWIYORK  
SAVINGS BANK



INDEPEN DENT OFFICES APPROPRIATIONS, 19 62 339

S a ve  he re , 
g e t y o u r
F R E E
G IF T
h e re !

GRAND CENTRAL 
OFFICE:

466  Lexington Ave nue  
at 46th Street

8:30 A M . to 5:30 P.M. 
MONDAY THROUGH FRIDAY

Deposits mode by 
J A N U A R Y  16 

earn dividends from
J A N U A R Y  1

H IG H E S T  B A N K  R A T E S

3 3A%
Latest divid end on money left  on deposit for 
two or more years (including a special divi­
dend at  the ra te  of 14 of 1%  per annum). 
On other money en tit led  to dividends the 
latest rate is

3 ' A %  per annum

PAID  FROM DAY OF DEPOSIT 
COM POU NDED QUARTERLY

THE NEW YORK 
SAVINGS BANK

M em ber fe d e r a l  De posit  Insu ranc e C oru u i u.’e.ni
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/

T H E  N E W  Y O R K  S A V IN G S  B A N K
Mem ber Federal Deposit Insurance Corporation

W W W , W S 't W t/ . . .

ONLY
ON

FLAG DAY
TUESDAY 
JUNE 14
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C H O O S E F R O M T H E S E N A TI O N A L L Y- A D V E R TI S E D GI F T S

U NI O N S Q U A R E S A VI N G S B A N K

G E N E R A L E L E C T RI C A L A R M C L O C K

T h e  " D or m, "  attr a cti v e  el e ctri c  d o c k  
m a d e b y t h e w orl d't b e st- k n o w n m a n u­
f a ct ur er of el e ctri c d o c k s. Q ui et, d e p e n d­
a bl e, a c c ur at e, wit h cl e ar al or m. N e e d s  
n o wi n di n g, n o r e g ul ati n g. G u ar a nt e e d.

H A T B O X-

C A R R Y A L L

H at b o x . . . o v er ni g ht  

c o s e . . .  t hi s r o o m y 1 3 "  
c arr y all  g o e s e v er y ­

w h er e i n st yl e. Zi p p er  
cl o si n g; mir r or  a n d  

c o m p ar t m e nt  i n si d e  

li d. I n s m art pl ai d fi n 

i s h . . . g o o d-l o o ki n g 
a n d l o n g- w e ari n g.

BI S S E L L- E T T E  

C A R P E T S W E E P E R

S p a c e- s a vi n g s w e e p er wit h t el e­

s c o pi c h o n dl e st a n d s o nl y 3 4 "  
hi g h; i s i d e ol f or fir e pl a c e, d e n,  
g a m e  r o o m or b e dr o o m. Sl e e k  
br a s s fi ni s h; m a d e b y t h e f a ­
m o u s  Bi s s ell  C a r p et  S w e e p er  

C o m p o n y.

DI VI D E N D S p ai d Q U A R T E R L Y  
fr o m D A Y O F D E P O SI T

a /

L E E- O- LI T E

3- W A Y T A B L E L A M P

H a n d s o m e " d e c o r at o r ” l a m p of  

p oli s h e d w al n ut wit h br a s s fi ni s h  
b a s e, h ar p o n d fi ni al. Ri c h-l o o k­
i n g s h a d e o f s h a nt u n g o v er p ar c h­
m e nt. 1 3 " wi d e ; o v er- all h ei g ht
2 2 ".  A  b e a utif ul  c o nt e m p or ar y  £ _ ’ i'  
d e si g n.

D E T E C T O “ M A G N I F- E Y E ”   |  
B A T H R O O M  S C A L E  I

E o si e st -t o -r e a d   s c al e  e v e r  

m o d el A c c ur at e, d e p e n d a bl e , I  
h a n d s o m e,  a dj u st a bl e.  N o n­
s k i d,  e a s y -t o - c l e a n   m at .  
W ei g h s  e v er y   p o u n d  u p  t o  

2 5 0  p o u n d s.

di vi d e n d;

5 4 %   e xtr c  di vi d e n d  o n  
2- y e a r b al a n c e s!

N E W C O N V E NI E N C E  F O R MI D T O W N  
R E SI D E N T S A N D  B U SI N E S S P E O P L E  

S a v i n g s A c c o u nt s • B a n k b y M ai l  

S a v i n g s B a n k M o n e y Or d e r s  

C hri st m a s Cl u b  • M a n y Ot h e r S er vi c e s
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Take Your Choice Of
TH ESE

YOU may hav . one of th« M 5 ottro ctiv.  and 
va luob l. o if a—a b w lu fly  froo—whon you op«n 
a new savings account a t any Cen tral  office with 
$23 or more, while the supply lasts. You may  
deposit up to $1 0,000 in an Individual Account, 
up to $20,000 In a  Joint Account or a Trust 
Account. (A minimum balance of $2 5 for one 
year is required on these B'‘ l accounts.) Only 
one gift to on indiv idual.

VALUABLE G IF T S -

FREE
SEND THE COUPON  

TO  OP EN  YO UR ACCOUNT BY MAIL

MIRRO 5.WAY 
COMBINATION PAN

This 5-way combinat ion 
consuls o f 3 qt. double 
bo iler , covered sauce* 
pan, saucepan, covered 
ca ss er ol e on d eg g 
poacher.  A  "C harm " 
p r o d u c t ,  m ade  o f 
super-thick high ly pol­
ished  alu minu m w ith  
smart copper-tone cover. 
Adds beauty  and ef fi­
ciency to you r kitchen.

UEE-O-LITE 3-WAY TABLE LAMP
Handsome "decorato r" lamp of 
polished walnut  with brass finish 
base, harp and fin ial . Rich-looking 
shade of shantung over parchment. 
13"  wide; ove ra ll height 2 2" .

The H ighe st Bank Dividend  Rate 
Permitted In  N ew  Yo rk State

The H ighe st Bank Dividend  Rate 
Permitted In New  Yo rk State

on sav ings  re maining  on deposit  fo r tw o years 
or  lon ger re gu la r plus V«% ext ra)

314% ay-ur
on a ll  oth er savings en tit led to  dividends 

COMPOUNDED QUARTERLY From DAY OF DEPOSIT

SAVINGS BANK
In Our Second Century—One Of The Largest Savings Bonks In America 

Main O ffi ce : 73 rd Street and Broadway 
Midtow n Office.* 53 rd  S treet o nd  Aven ue o f th e Americas 

l/n ion Square Office . 14th Street on d 4th Avenue  
Subway Office : East Side Lexington Avenue

IRT Subway Sta tion  at  14th Street 
, Telephone SU 7-4500

GENERAL ELECTRIC 
CLOCK

The "D orm," attractive 
electric  clock mode by 
the wor ld's best known 
manufacturer of  electri­
cal appliances. Depend­
ab le , ac cu ra te , lon g-  
lasting . . .  quiet,  needs 
no winding, no regulat­
ing.

16-PIECE (4 PLACE SETTINGS) 
FAMOUS SILVERPLATE

Be outifu l "Be rmuda Rose" pa tte rn 
made by  the Mer iden  Si lve rplate  
Company, a division of The Interna­
tional  Silver Company, world 's largest 
manufacturer of  silverware.

c

MAG NA WONDER KNIFE*
Revolutionary new carving knife tha t slices, 
carves, shreds or chops. Slicing control adjusts 
to any thickness, remains securely In place. 
Use for  meat, cheese, fru it, vegetables. Stain­
less steel 8’4 "  blade made in Switzerland, with 
serrated edge that never needs sharpening.

[— ------R Ll  OUT AND SEND THIS COUPON NOW --------------■
| Ce ntra/ Sav ings Bank, Box 620 , Rad io Ci ty Station,
| New  York IP , N.Y .
1 I enclose $------------Pfeose open a savings account os checked |
I below and send the passbook to  me.

| □  Ind ividual Account

| □  Joint Account with . |

J n  Trust Account fa r J
Check of fice in which you wish account to be openedi  

■ □  Main □  Midtown □  Union Square □  Subway J

| Check One of these gifts. It wi ll be mailed to you without i 
| chorge if  your deposit is $25 or more.
1 Q  C om bina tio n Pan 0  Si lverware Q  K nife i
| □  Clock □  Lamp ,

Sign here_____ _ ___________________________________  j
Print Name hem .... [

Address____________________________________________  ,
City_____________________ Zon -___ S lo t._____________ ; I

«  ISend check or  m oney ord er
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Electric Pe rc ola to r

AT THE BILLION DOLLAR DIME
MARCH 27th THRU APRIL 26th

\  Na ltito Ten Kettle

▼ 2’/t-qu «rt  capacity.  Made by Wear-F.ver of 
quick -heating alum inum wi th gleaming cop­
per-colored cover that never needs polishing. 

Chilton Electric Pe rcolator
Make* up to 8 cups of  delicious coffee New 
heating unit  with  safety Ihertbn rta t pre* 
venUt burnout. Sty fad of spa rkl ing  aluminum. 
(Uses standard electric cord.)

Carry -A ll Hatbox
’  A big 16 inches in diameter and 7 inches 

dee p.  ZipiH-rcd cover. Finished in red Tartan 
plaid  wi th handy strap handle.

>
 Im perial Flash Ca me ra Set

Takes black and w hite or  color— Indoor* and
• out. Contains camera. fl»«h*gun, batteries, 

flash bulbs. film, and cn iry ing s trap. 
10 -P iece  Set ot Dishes

~  Im'ported service for four Set inc ludes— 4 
dinner  or lum  hcon’plate*. 4 hire d and bu tter  
or  cake plate?. 4 denscM o r Vegttsbfa d i -he, 
4 cups and saucers. (Cannot be mailed )

Your choice . . . when you open a Dime Savings 
Account with  $2.7 or more—in person or by mail? 
More than ever it  pay to save at The Bi llion 
Do llar Dime -  where you get top bank d iv i­
dends. more banking hours, more wanted serv­
ices . . .  and. when you atar i your account now. 
a free gi ft . too. You can have an Ind ividual 
arcount.  a Tru st account, or  a Joint account — 
but don’t  delay, open you r account I " fl a y ' (A  
minimum balance o f $25 must remain in these 
g if t accounts fo r fourteen months.) Only one 
g if t to an ind ivid ual — whi le supply lasts.

GSS3CjS »
zO -P iece  Sot ot Dishes

3% Latest total quarterly dividend for money a 
more . a year regular fn

USE THIS COUPON TO GET YOUR FREE GIFT BY MAIL

SAVINGS BANK 
OF BROOKLYN

Pulton Street and DeKaib Avenue 
With Strrr t and I Oth Avenue 
Avenue J and Coney l«Iand Avenue 
Mermaid Avenue and West 17th Street 
Green Arrca Shopping Center, Stonriau 
Highway, Valley Stream F.O. N. Y.

Member Federal Depoail Ineun

Mail Io: The Dime Saving* Bank at Brooklyn
Port OAce Box $1144. Breuklyn 1. New York

I enclose deposit of $- ....(Minimum deposit $25 — Maximum
deposit $10,000 in Individual Accounts. $20,000 in a Trust er Joint 
Account.) Plea**’ open a Saving* Account —
□  In my name alone
□  Join tly wi th* (please p r in t ) - -  ——— — »...........
Q  T*  trust for (please print) —  ................. .............. ..
My choice of g ift ia (ebeck one)
□  1. Tea KeUle O  $•
□  S. Percetalor □  4. Camera Set

□  5 20 Piece Dish Set (Surry — eaunet be mailed!
Well  aend coupon that entitle, you to pick ap *
your art at any Dime other within JO days )
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SMHitMB'a Bo«i fee SeviwpB. F . O. 505, Well SttMt  Su Hbb 
New York 5, New Y tr l

HURRY! FINAL DAYS

TRAVEL ALARM CLOCK
Genuine leather case, brass polished rim, luminous hands 
and dia l. - .a trim and shipshape clock for dependable use at  
home and when you trave l. (Representative clock shown. 
Clocks va ry in size and color.)

It's yours free when you open a new savings occount of  
$25 or  more (minimum balance of $25 or more to  be main­
tain ed fo r one year ). Only one clock to an Individua l 
while the supply lasts.

Come to any of  our three offices or  mail the coupon to 
open your account and get your  free dock. Do it now !

lates t dividends 33/4% a y ear on two -year sav ing*
(31i%  regular plus %% special)

PAID  FROM DAY OF DEPOSIT, COMPOUNDED QUARTERIY 

---------------SEND THIS COUPON NO W--------------------

SEAM EN’S BANK  
for  SAVINGS

Main Off ice: 30  Wa lt Street 
fif th  Avenue Office: Fifth Avenue a t 45th Street 

Bawling Green Office:  Beaver Street at New Street
All  offices open Th un da yt  til l 6 P.M.

SUwbrr fWeref Co'pfl.o, (*.

PI«o m  open a urvin®* account to my i
and mail me the pas* book ond a free dock-
(Pieote check the office in wbidl you went your account to ba opened^

□  Fifth Aw □  Bowlin® G*ee«

Send cbodk nr money order
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Se na tor  Magnuson. If  there  are  no fu rther  ques tions , than k you 
very much, gen tlemen.

Mr. M cMurray. Th an k you, gentlemen.
(Wher eup on at 3 p.m., Th ursday , Ju ne  15, 1961, the  committee 

recessed, to reconvene at  10 a.m., Fr iday , Ju ne  16, 1961.)
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F R ID A Y , JU N E  16 , 1961

U.S. S en ate ,
S ub co mmit te e of t ii e  C om m it te e on  A pp ro pr ia ti ons,

Washington, D.C.
The subcommittee met at  10 a.m., pursuant to recess, in room F-37, 

U.S. Capitol Building, lion . War ren G. Magnuson (chairman) 
presiding.

Present: Senators Magnuson, Robertson, Young, Smith, Allott, 
Schoeppel, and Bridges.

GENERAL SER VIC ES ADMIN ISTRATIO N
STATEMENTS OF BERNARD L. BOUTIN, DEPUTY ADMINISTRATOR;

ROBERT T. GRIFFIN,  ASSISTANT ADMINISTRATOR FOR CON­
GRESSIONAL AND PUBLIC AFFAIRS ; PAUL M. HAINES, EXECU­
TIVE  ASSISTANT; WILLIAM P. TUR PIN, COMPTROLLER; J. H.
MACOMBER, JR.,  GENERAL COUNSEL; HERBERT E. ANGEL, DI­
RECTOR OF ADMINISTRATION; HOWARD GREENBERG, ASSISTANT
COMPTROLLER, BUDGET; KARL E. WALLACE, COMMISSIONER,
PUBLIC BUILDINGS; LAWSON B. KNOTT, JR.,  DEPUTY COMMIS­
SIONER; CARL E. RANTZOW, ASSISTANT COMMISSIONER, BUILD­
INGS MANAGEMENT; J. E. MOODY, ASSISTANT COMMISSIONER,
ACQUISITION AND DISPOSAL; L. L. HUNTER, ASSISTANT COM­
MISSIONER,  DESIGN AND CONSTRUCTION; J. E. STRAWSER.
DIRECTOR, PROGRAM ANALYSIS STAFF; P. C. JUMONVILLE,
BUDGET REPR ESENTATIVE; FRANK B. ELLIS, DIRECTOR, OFFICE
OF CIVIL AND DEFENSE MOBILIZATION; C. D. BEAN, COMMIS­
SIONER, FEDERAL SUPPLY; HUNTER L. SPILLAN, BUDGET RE PRE­
SENTATIVE;  DR. WAYNE C. GROVER, ARCHIVIST OF TH E UNITED
STATES; WALTER ROBERTSON, JR. , ADMINISTRATIVE OFFICER:
H. V. LLEWELLYN, BUDGET REP RESENTATIVE: MALCOLM D.
MILLER, ACTING COMMISSIONER, TRANSPORTATION AND PUBLIC
UT ILITIE S; T. A. KENNEDY, ASSISTANT COMMISSIONER, TRANS­
PORTATION; F. W. DENNISTON, ASSISTANT COMMISSIONER.
PUBLIC UT ILITIES ; MAURICE J. CONNELL, COMMISSIONER. DE­
FENSE MATERIALS; J. G. HARLAN, JR.,  ASSISTANT COMMIS­
SIONER FOR OPERATIONS; G. K. CASTO, DIRECTOR, PROJECT
ADMINIST RATION;  RUSSELL H. HUGHES, DEPUTY ASSISTANT 

3512371 036— 61
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DIRECTOR, OFFICE OF CIVIL AND DEFENSE MOBILIZATION; W. G.
FRITZ, DIRECTOR, STOCKPILE COORDINATION OFFICE, PRODUC­
TION AND MATERIALS; AND JAMES P. DURKIN, ASSISTANT TO
THE GENERAL COUNSEL

P roposed Ame nd me nt s and J us tifica tion s

Sen at or  Magnuson. The  com mittee  wil l come to  or de r.
W e hav e the  General  Serv ice s A dm in is tr at io n th is  mo rn ing.
Mr. B ou tin is her e.
A nd  le t th e reco rd  sho w th a t Mr. Mo ore  had  a ve ry  ur ge nt  fa m ily 

m at te r a nd  co uldn ’t  be her e,  bu t expres ses  hi s reg re ts .
Now  y ou  h ave su bm itt ed  t o th e c om mittee  a le tt er  w ith  th e prop osed  

am en dm en ts wh ich  w e wi ll pu t in  t he  r ec ord in  fu ll , an d th e just ifi ca ­
tio ns , an d w e will go  in to  th e speci fic item s.

B ut  fo r th e pu rpos es  of  th e reco rd , yo ur  1961 ap pro pri at io ns we re 
$509 ,227,000; th e Jan u a ry  b ud ge t, th e firs t bu dg et  fo r fiscal 1962 s ub ­
m it te d wa s fo r $550,370,000, an d th en  t he  a me nd ed  b ud ge t, th e second  
one  which  wa s a men de d w ith th e new  a dm in is trat io n was $552,170,000, 
an d th e Hou se  recomm ended $510,390,000  wh ich  is a pl us $1,163,000 
ov er th e 1961 ap pr op ri at io ns,  bu t a minus  $41,780 ,000 o f yo ur  1962 
est im ate s.

(T he  le tt er  and  ju st if icat io n re fe rr ed  to f o ll ow :)
Gener al S ervices  A dm inistr at ion,

Washington, D.C., June  12,1961.
Hon. W arren G. Magn uso n,
Chairman, Subcommittee in Charge o f the Independent Offices Appropriation Bi ll 

for 1962, U.S. Senate, Washington, D.C.
D ear Mr. Cha irm an  : In response to your let ter  of Jun e 2, 1961, we request 

an opportunity  to appear before the committee to discuss the effect of changes in 
the  budget estim ates of the General Services Adm inist ration in the independent 
offices appropriation bill for 1962 as rep orted to the House.

At the same time, I would l ike to explain certain amendments  to the bill which 
I will  propose. These amendments are  being p repared in the customary form and 
will be delivered to the commit tee sta ff in  a few days.

Sincerely yours,
J oh n L. Moore, Administ rator.

OSA Ame ndm ent No. 1
Operating E xp bn se s, P ublic  Buil din gs  Service

PROPOSED AMENDMENT

On page 15, line 25 of the  bill as repo rted  to the  House, str ike  out  “$170,000,- 
000” and ins ert  in lieu thereo f “$176,000,000”.

BUDGETARY DATA
1962 budget estimate______________________________________ $176, 000, 000
1961 appropr iation in annual act________________ $165, 075, 000

Transfe r from S. & C.M. (3d supplem enta l)__  4,917,000
Trans fers from DOD______________________  1, 617, 081

------------------ 171.609,081

Change in 1962 from 1961____________________________  +4 , 390. 919

1962 bill as reported to House_____________________________  170, 000, 000
(Change from budget es tim ate)_______________________  ( —6.000,000)
Res tora tion  proposed by this  amendment_________________  +6 , 000, 000IG g

Bill as changed by this amendment____________________  176, 000, 000
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LEGISLATIVE HIS TORY

OSA budget justifi cations.— Pages 1-17 to 1-53.
House hearings.— Pa rt  1, pages 858 to 924.
House Report No. ; pages 8-9 : “Operating expenses. Public  Build ings 

Service .— The committee recommends an app ropriat ion  of $170 million for man­
agement of real property programs. This  is $8,000 over 1901 and a reduct ion 
of $6 million in the  budget estimate . The committee is of the opinion that  the 
amount of leased space can be reduced to a larger degree than  the estim ates 
reflect as new buildings are  placed into  opera tion. The estimates include 
$4,200,000 to operate  newly constructed  build ings in 1902, but  they reflect only 
a $2,500,000 decrease for released space. This  item in 1902 also includes no 
fund s to acqu ire and operate add itional  leased space to suppor t expanding 
programs of oth er agencies, nor  for  space previously financed by reimburse­
ments. Fund s for  these purposes are included in estimates of other agencies 
and will be transf erred  to the General Services Adm inist ration. A general 
provision is included  in the  general provis ions for  GSA to author ize  such 
tra nsfer s.”

JU ST IFIC AT IO N OF THE AM ENDMENT

In reducing the  budget estimate by $6 million the House committee sta ted  t ha t 
in its  opinion reduction s in leased space can be made to a larger degree than 
reflected in the budget. The $2,500,000 reflected in the budget  for this purpose 
represen ts the  maximum amount which can be eliminated from this  appropria­
tion in 1962 and was arr ived at  af te r a build ing by building ev alua tion  t imed to 
date s of occupancy of the new buildings. Addit ional reduction s of $1,200,000 
will be reflected  in appropriat ions of other agencies which will discontinue  
paying ren ts af te r they move into new stru ctu res . No fu rth er  reductions can 
be made because the  remaining  leased space will continue to be occupied by 
Fed era l employees unt il add itional build ings are  completed in 1963 and there­
after.

In view of the  foregoing  unles s the  amount is restored  GSA will be unable
to [Amount  required In millions]
(1) Adequately staff for the operation  of 29 new buildings constructed

at  a total cost of $159.2 million__________________________________  $4. 5
(2) Pay increased rent s as leases for  occupied space expi re and must be

renewed_____________________________________ __________________  1.1
(3) Pay  increased costs of uti liti es arising from expanded use o f ai rcondi­

tioning and electronic computers,  etc____________________________  1. 2

Total ---------------------------------------------------------------------------------  6. 8
Less amount apparen tly allowed by the  House________________________ —. 8

Net deficit________________________________________________  6. 0
For  the foregoing  reasons full res toration of the $6 million reduction  is urged. 

GS.4 Amend ment No. 2
R ep air  an d I mpr ov em en t of P ub lic B uil din gs

PROPOSED AM ENDMENT

On page 16, line 15, of the bill as repo rted to the House, af te r the semicolon 
add “construct ion of fallout  s h e l t e r s A l s o  on the  same line stri ke out 
“$58,000,000” an d insert in lieu thereof “$60,000,000".

BUDGETARY DATA
1962 budget est imate---------------------------------------------------------  $60, 000, 000
1961 appropr iation in annual ac t___________________________  58, 000. 000

Change in 1962 from 1961____________________________  +2,00 0.0 00
1962 bill as reported to House_____________________________  58.000.000
(Change from budget es tim ate )____________________________  (—2.000,0001
Restora tion  proposed by th is amendment_____________________  +2 , 000, 000

Bill  as changed by this amendment___________ _________  60. 000, Ooo
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LEGISLATIVE HIS TORY

GSA budget jus tif ica tio ns: Pages 1-54 to 1-86.
House hearings: P ar t 1, pages 925 to 939.
House Repor t No. 449.—Page 9:
“Rep air and improvement of public buildings.— The Committee has approved 

$58,000,000 to reno vate  public buildings, which continues the same app ropr iatio n 
level as 1961. The Committee  has  again  disallowed the requ est for $2,000,000 
to make alt era tions to exist ing buildings to provide fall out  s helt ers.”

JUST IFICAT IO N OF TH E AMENDM ENT

This amend ment proposes res tora tion  of the  reduc tion by the House of $2 
million which was  explained in the just ificatio ns as covering the provision for 
fallo ut shel ters in exis ting  Federal build ings and providing for lead ersh ip and 
example to Sta te and local governments and privat e enterprise  in the  provision 
of fal lout shelters.

Res toration  of the item has been urged  by the  Direc tor, OCDM and is also 
suppor ted by the  rem arks  of the Pre sident  in his addr ess of May 25, 1961, to 
the join t session of the House and Senate. After discuss ing the need for civil 
defense as an insu ranc e for the civilia n popul ation  in the event of an atta ck, 
the Pre side nt sta ted  “th ere  is no point in delaying the init iation of a natio nwid e 
long-range progr am of ident ifying  present fal lou t shelter capacity and pro­
viding shelter in new and existing str uc tur es” to prote ct millions of people 
aga inst the haz ard s of radio activ e fal lou t of a large-s cale nuclear atta ck.  The 
President made it  clear  th at  the Government should par tici pat e in a nationwide  
effort by providing she lter capacity in exis ting  build ings and in buildings to be 
constructed.

While she lter  are as have been designated  in many Federal building s, affor d­
ing some protec tion aga inst blast,  they are  tota lly inade quate as  presently  
equipped to olfer contin uing protection again st fallout . This  progra m proposes 
to improve such are as for  shelter purposes, including provision of emergency 
faci litie s for  elect ricity,  wate r, air, toilet accommodations, and storage  of 
ratio ns, prote ctive  clothing, equipment, etc.

The item provides for  a small st ar t on an overall program  to even tuall y 
include fallo ut shelters, where  pract ical, in exis ting  Federal buildings. It  con­
templates  provision of shel ter faci litie s in those build ings in 1962 selected join tly 
by GSA and OCDM, which  would be in the best intere sts  of the program .

In addit ion to restorin g the amou nt cut  by the  House, the amend ment pro­
poses the  add ition al phr ase  “construction  of fal lou t shel ters” to comply with  the 
requirem ent of section 303 (p. 50 of the  bil l) th at  no fund s shall  be used for 
this purpose  except w here  specifically provided.

GSA Am endm ents No. 2 (a) and  (b )

R ep air  an d I mpr ov em en t of P ubli c B uil din gs

PROPOSED AM ENDMENT

No. 2 (a ) : On page 16, line 18 of the bill as repo rted  to the House str ike  out 
“an d” and sub stitute  a comma.

No. 2 (b ) : On the same page, line 21 a fte r the  comma add “and build ings under 
the control  of ano the r depa rtment or agency where alte rat ion  of such buildings 
is required in connection with the moving of such othe r dep artm ent or agency 
from buildings then, or the rea fter to be, unde r the  control of Genera l Services 
Adm inist ratio n,”.

BUDGETARY DATA
None applicable .

LEGISLATIVE HISTORY
None applicable .

JU ST IFICAT ION OF THE AMENDMENTS

From  time to time GSA acquire s use of port ions of faciliti es excess to im­
media te needs of the owning agency under permit  and it now has  autho rity to 
alt er such perm itted  buildings unde r this app ropr iatio n or to extend and  co nvert 
such buildings, wher e the  costs exceed $200,000 und er the “Construction , public 
buildin gs” appropr iation.

In some cases the oth er agency is willin g to per mit  the  desire d build ings to 
GSA provided sub sti tut e space can be provide d for acti vities of such agency
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which must be removed from the building s wit hou t cost to it. The costs in­
volved included costs of moving and altera tion to oth er buildings remaining 
under custody  of the oth er agency. While GSA has autho rity to pay the moving 
costs the General Accounting Office has held th at  it cann ot pay for the al te ra ­
tions in building s remainin g in the custody of othe r agencies withou t specific 
app ropr iatio n langu age authorization .

A case now pending typifies the situ atio n and dem onst rates  the  economies 
which can be realize d. It  involves the Fo rt Worth General Depot at  which the 
Dep artm ent of the Army is willing to permit  warehouses 1, 2, and 3 to GSA 
for use as a supply dej)ot and records center. These  buildin gs c an be read ied for 
use by GSA at  an estim ated  cost of $1.25 million, for which purpose GSA has  
both fund s and auth orit y, and  preclude cons truction  of a new bui lding estim ated  
to cost $7 million. Provi sion of space by one or the  oth er means is essenti al to 
adequate ly house GSA’s expan ding supply operation s in the  Southwest.

The Army stip ulat es, however, th at  GSA mus t finance cer tain  altera tion and 
moving cos ts estimat ed at  $ 225,000 to provide  for its  c onti nuit y of opera tions for 
the  displace d act ivit ies in warehouses 4, 5, 6, a nd 7, which will rema in in custody 
o f  the Army. GSA can finance the portio n att rib uta ble  to moving ($4 0,000)  
but  with out  the proposed langua ge it cann ot finance the  alte rat ion  estim ated  at  
$179,000.

In  view of the overall savin gs of over $5 million th at  can be realiz ed in this 
case alone by o bviat ing construction of a new buildi ng it  is urged th at  the pro­
posed am endmen t be adopted. No addit iona l f unds ar e required .

G(S .4 Am endm ent No. 3  
Constr uctio n, P ublic Build ings  P ro jix ts  

PROPOSED AMENDMENT

On page 17, line 3 of the bill as reported  to the House, insert aft er “for ” “and 
fal lou t shelters in”.

BUDGETARY DATA

None applicable, see GSA Amendment No. 4.

LEGISLATIVE HISTORY

OSA budget justific ation s.— Page 1 -91:
“1. Inse rtion of a specific auth orization  for  cons truct ion of fall out  shel ters 

in certain buildings is inten ded to insu re compliance wit h the provisions sim ilar  
to those conta ined in section 303 of the Inde pend ent Offices Appr opriat ion Act, 
1961, if reenacted. Th at section require d specific authoriz atio n on use of appro ­
pria tion s or fun ds for th at  purp ose.”

House h earings.— Language change n ot specifically mentioned.
House Report No. M9.— Page  10:
“* * * Fun ds are  also specifically disallowed for  inst alling fallout  shel ters  in 

each proj ect * *
JUST IFICAT ION OF TH E AMENDMENT

It  is proposed th at  fall out shelt ers be provided in cer tain of the proj ects  for 
which funds  for construction are  requested  for 1962 to comply wit h requir emen ts 
of the nationa l shel ter policy. Tha t policy was sta ted  to heads of all Federal 
departm ents  and agencies in a let ter  from the Director  of OCDM dated Feb rua ry 
4,1 959 , which reads in  p ar t as follows:

“Tlie adm inistra tion will provide lead ersh ip and examp le by incorporat ing 
fal lou t shel ters in app rop ria te new Fed era l buildin gs her eaf ter  designed for 
civilia n use. Fed era l example is an indisjiensable element to stim ulat e State , 
local government, and privat e investm ent for fall out she lters.

“Accordingly all Fed eral  depa rtme nts and agencie s are direct ed to include 
in the ir design and  c onst ruct ion budget estimat es for new Federal buildings  here­
af te r subm itted  the add itional sum of money require d for the incorp oration 
of fa llou t sh elte rs in su ch b uildings.”

Res toration  of funds and author ity to provide fal lou t protect ion has been 
urged by the  Director, OCDM, and is also supp orted  by the rema rks of the 
Preside nt in his add ress of May 25, 1961, to the  joi nt session of the House and 
Senate.  After discussing the  need for civil defense  as an insur ance  for  the  
civil ian population in the  even t of an att ack  the  Pre sident  sta ted  “there is no 
point in delaying the ini tia tion of a natio nwid e long-ran ge program  of identify-
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ing present fallout  she lter  capaci ty and providing shelter  in new and exis ting 
structure s” to protect millions of people ag ainst the hazards  of radioact ive fa ll­
out of a large-scale nuclear attack. The Pres iden t made it clea r that  the  Gov­
ernment should par tic ipa te in a nationwide effort by providing shel ter capacity 
in existing buildings and in buildings to be constructed.

To comply with  the limitation  in section 303 of the  general provisions that  
no funds  included in this act  shall he used for  construction of fall out  shel ters unless they are  specifically provided for, it is requested that  specific provision 
be made as recommended under the head “Cons truction, public buildings pro j­
ects.” A deta iled list of the projec ts in which it is proposed to include fallout  she lters will be found in the justifi cation of GSA Amendment No. 4.

OSA Amendment No.
Constr uct ion , P ublic Build ings  P rojects

PR OPO SE D A M E N D M E N T

On page 17, lines 3 and  4 of the bill as reported to the House str ike  out  $171,600,000” and insert in l ieu thereof “$183,S46,000.”

BU DGET ARY D A TA
1962 budget est imate____________________________________  $181, 325, 000
1961 appropr iation in annual act ----------------------------------------  165, 441, 000
Change in 1962 from 1961________________________________ 4-15, 884, 000
1962 bill as repo rted to House______________________________  171, 600,000
(Change from budget e stimate)___________________________  (—9, 725, 000)
Res toration a nd changes proposed by this amendmen t (n et )___  4-12,246,000

Bill as changed by thi s amendment__________________  183, 846, 000
L E G IS L A T IV E  H IS T O R Y

OSA budget jus tifica tions.— Pages 1-87 to 1-102.
House hearings.— Pa rt  1, pages 939-967, and 985-996.
House Report  No. —Pages 9-10:
"Construc tion, public buildings projects ."— The committee recommends $171,- 

600,000 for public buildings construction  projects  in 1962 at  the locations listed in the following tab les.
“Public buildings p rojects included in the b il l:

Location Sites an d
expenses

(pr ev iou sly
fun ded)

Co nstru c­
tio n cost

Tot al

Dec atur , A la ____ _______________________
Los  Angeles, Ca lif ........ .............................. ........
Lon g Beac h are a, Ca lif ___________________
De nv er , Co lo____________________________
Sta tesboro,  O a__________________________
Winde r, O a___ ___________ ____ _____ ____
Chicago, Il l. ..........................................................
Sa nte Fe, N . M ex ._ .......................... . ...............
W ya nd ot te , M ic h_______________________
Ne w York,  N .Y _________________________
Br ys on  C ity , N .C _______________________
Th om asv ille , N .C .......... ............... .......... ........
Pe mbina , N .D ak_________ ______________
Ci nc inna ti,  Oh io......... . ......................................
Medford,  Ore g_________________ _________
Jo hn sto wn,  P a ....... ............ . . .......... .................
Ix*banon, P a ____________ ______ _________
Derby  Lin e, V t___________ ______________
FO B No. 8. Dis tri ct  of Colum bia...................
OPO  field pl an t, Dis tri ct  of  C olum bia_____
Sm all  p roje cts  ou tside  D is tr ic t of  C olum bia.

Tot al ............................................................................................

33,
405,

000
149

388,
16,
20,

580,
65,
15,

831,
29,
18,
10.

290 ,
52,
40,
27,
14,
60,
36,

000
000
000
000
000
000
100
000
000
000
000
459
000
000
000
000
000

1,3 15 ,7 50
27 .3 88 .5 00

2,0 00 ,0 00
18 ,1 45 ,000

538,65 0
475,00 0

31 ,2 93 ,0 00
2. 36 2.6 50 

40 2,80 0
59 ,2 22 ,050

753.35 0 
32 7,75 0
18 3.3 50

17 .4 32 .500  
1, 72 8, 05 0 
1,18 7,  .500

73 0,55 0 
26 7,90 0 

3, 80 0,0 00
1.5 45 .6 50  

50 0,00 0

1,3 48 ,7 50  
27 ,7 93 ,6 49  

2, 00 0,0 00 
18 ,5 33 ,000  

554,65 0 
.504,000 

31, 87 3, 00 0
2. 42 7.6 50 

41 7,80 0
60 ,0 53 ,1 50

78 2.35 0 
34 5,75 0
193.35 0

17 ,7 22 ,5 00
1, 78 0,50 9
1,2 27 ,5 00  

757,5 .50 
28 1,90 0

3, 86 0,0 00
1. 58 1.6 50 

500,00 0

2 ,9 38,7 08 171,600,000 17 4,53 8, 70 8
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“The committe e has gener ally reduced  the  amount for  each proj ect by 5 per­
cent, which is less tha n savings th at  have been made  by the  Genera l Service s 
Adm inist ratio n in cons truct ion cost con trac ts of proj ects  alre ady completed. 
Fun ds are also specifically dissallow ed for  ins tall ing  fall out  she lters in each 
pr oj ec t The bill includes fund s for  20 ma jor proje cts, and  $500,00 0 as has  
been provided  in previous yea rs for con struction  of such small  projects outsid e 
the  Di str ict  of Columbia as  the Admin istrator  may determi ne. The committ ee 
aga in caut ions  the  agency to use sound busin ess judg men t and  insure  th at  good, 
sub stantial, and  usable buildings are  completed  wit hou t excess trimm ings.

“The committ ee has made three ma ter ial  changes from the prog ram as sub­
mit ted  in the  budget estim ates. (1 ) It  has added  $5,623,050 to the proj ect in 
New York City as the re is some que stion whethe r it  could be c onst ructed with in 
the cost lim itat ion conta ined in the budget estim ate. (2 ) The  proposed Genera l 
Services Adm inis trat ion storage depot at  Denver, Colo., has been disallow ed 
as  it is not  consid ered feasible to constru ct thi s new buildi ng at  this time. (3 ) 
The committe e has included in the bill $2,000,000 for cons truct ing sep arat ely 
an  app raiser s stor e and  warehouse in the  Long Beach wa ter fro nt are a. . T he 
pro ject  for  Los Angeles ha s not been reduce d in size as all  the space will be 
needed  fo r f utur e growth.

“During the hearing s the  committee  was informed th at  the re are -8  add i­
tion al proj ects  th at  have  a construction capabil ity in 1962. The esti mat ed cost 
of these othe r pro ject s is $142,078,000 and  the  committee will  expec t th at  they 
be included in th e 1963 b udget program.”
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JU STIF IC A TIO N  OF T H E  AM END M EN T

This  amendment proposes an increase in appropriat ion above that  rt^xtrted to the House to reflect the  effect of othe r amendments  which GSA is proposing elsewhere under “Construction, public buildings pro jects”, as set for th in the table  below:

Ad d

Proje ct locatio n
Amo un ts Am en dm en ts  No s. 6, 7, 

pro vid ed in  8, an d 10 thr ou gh  26 
House  b i l l _____________________ _

Amen d­
m en t No. 9

Re sto re
fallo ut

prote cti on

Re sto re
cos t levels

to rest ore 
deferre d
pro jec t

Propose d in  
th is  am en d­

m en t

Decatu r, Ala,  PO , F O B .................... .........
Los  An geles , Cal if., CU, F O B ...................
Long  Bea ch are a, Ca lifo rnia , Cu sto m s

an d Ap pra isa l, wa reh ou se________ . . .
De nver,  Colo., C T,  F O B ___ __________
De nv er,  Colo ., GSA  Sto res  Dep ot ______
Sta tes bor o, Ga ., PO  e tc _________ _____
W ind er,  Ga ., P O e tc ____________ _____
W ya nd ot te , M ich ., PO  et c.........................
Sa nta Fe,  N . Mex ., PO , FO B ...................
Ne w Yo rk, N .Y ., CU , C T, F O B .............
Br yson  C ity , N .C .,  PO , C T ___ _______
Th om asv ille , N .C ., P O _______________
Pe mbina , N . Dak ., B S__________ _____
Ci nc inna ti,  Ohio , FO B ................................
Me dfo rd, Oreg., PO  e tc __________ ____
Jo hn sto wn , Pa ., PO  et c_______________
Leb anon, Pa ., PO  e tc .................................
Der by  Line , Vt ., BS .....................................
GP O field pl an t, D is tr ic t of C olu m bia .. . 
FO B No . 8, D is tr ic t of C ol um bi a (in ­

cre ase )...........................................................
Chi cago , Ill ., C T , FO B (in cr ea se )_____
Sm all p roj ect s ou tsi de  D is tr ic t of C ol um ­

bi a________________________________

$1,31 5, 7 50 
27 .38 8,5 00

2.00 0,0 00  
18, 145.000

538.6 50 
475 ,000 
402 .800 

2,3 62 650 
59 ,22 2,0 50

753 .350  
327, 750
183 .350

17,432, 500
1. 72 8,05 0
1,1 87 .50 0 

730 ,550  
267 ,900

1, 54 5,65 0

3,8 00 ,00 0
31, 293,0 00  

500 ,000

$58,0 00 
1.4 41 ,00 0

955 ,000

28,00 0
25,00 0

119, 000 
1. 695, 000 

40 ,00 0 
17,000  
10,0 00

917, 000 
91, 000 
52 ,00 0 
38 ,00 0 
14, 000

770 ,000

$69 ,250 
1.4 41 ,50 0

955 ,000

28, 350  
25 .00 0 
21, 200  

124,350

39, 650 
17, 250 
9,6 50  

917 .500 
90, 950  
62,500  
38 ,45 0 
14,10 0 
81 ,35 0

..................... $1.4 43, 000

..................... 30 .2 71 .0 00

$5, 795,00 0

200 ,00 0 .....................
1,6 47 ,00 0 .....................

T ota l............... . ....................................
De duct:  A m en dm en t No.  27 wh ich au-

171, 600,00 0 6, 270 ,000 5, 783,050 5, 795,00 0

tho rize s use  of fun ds  ap pr op ria te d in 
1961 an nu al  ac t for co nstru ct ion an d 
al tera tio n pro jec t a t Ph ila de lphia,  Pa ., 
wh ich  ha s bee n su per sed ed by  a larg er 
an d mo re ad eq ua te  new  bu ild ing pro j­
ect,  to ai d in  fin anc ing  th e pro jec ts 
lis ted  ab ov e_______________________

2. 00 0, 00 0
20 ,055 ,000
5, 795, 000. 

595 ,00 0 
625 ,00 0 
424, tfOO

2, 60 6,0 00
60 ,917 ,050  

833 .00 0 
36 2,0 00  
203 ,00 0

19, 267 ,000 
1.9 10 ,00 0 
1,302 , 000 

807 ,000 
29 6,00 0 

1,627 , 000

4,00 0,00 0 
33, 7 10,0 00

500.0 00

189,4 48, 050

- 5 ,  60 1,500
Adju ste d tot al.  
R ou nd ed ____ (183. 846,5 50}  

183.8 46, 000

As reflected above, thi s amendment proposes  a net  increase of $12,246,000 (rounded) above the  amount included in the House bill. The increase is com­prised of (1) $6,270,000 to resto re provis ions for fallout  protect ion in cer tain  buildings  pursuant  to the  national  she lter  policy, (2) $5,783,050 to res tore the  cost level reductions made  by the House and  (3) $5,795,000 to res tore  the  stores depot project at  Denver, Colo., less (4) reapplicat ion of $5,601,500 previ­ously appropr iated . Each addit ion is sepa rate ly justi fied in the amendments numbered in the above tabulation .
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GSA Amendment No. 5 

Con str uctio n, P ublic B uilding s P roje cts

PROPOSED AMENDMENT

On page 17, lines 5 and 6 of the bill as repo rted  to the  House stri ke out “, site s 
•and expenses f or ” and ins ert  in lieu t hereof “of ”.

BUDGETARY DATA
None applicable.

LEGISLATIVE HISTORY
None applicable .

ju st ific ati on  of th e  am endm ent

The provision of funds made by the House for small public building proje cts 
outs ide the  Distr ict  of Columbia is sim ilar  to auth oriz atio ns contained for  the 
same purpose und er “Site s and expenses” in the Independent Offices A ppropria­
tion Acts of 1958 and 1959. GSA considers the author izat ion to be highly des ir­
abl e and concurs with  its placem ent in the “Constructio n, public buildings pro j­
ects” app ropr iatio n insofa r as cons truct ion costs are concerned. However, 
rela ted sites  and expenses for  all proje cts funded for construction und er th at  
appropriat ion are  trad itio nal ly financed from the sep ara te “Sites  and expenses” 
appropriat ion and it is not necessary or desi rable to dep art  from this practice 
inso far a s the small projects  ar e concerned.

This  perfec ting amendmen t accordingly recommends deletion  of the requ ire­
ment  t ha t sites and expenses for the small proj ects  be financed f rom t he cons truc­
tion  appr opria tion.  Such costs, estim ated  at  a bou t $75,(XX), can be financed f rom 
the  “ Sites a nd expenses” appro pria tion  w itho ut change  in  its  language or amount.

The vesting  in the Adm inis trator of autho rity  to approve such small projects 
as  he deem snecessary, not to exceed $500,000, in the  appr opriation  act  is con­
stru ed as waiving app licability of section 7 of the Public Buildings Act of 1959 
to such projec ts.

GSA Nos. 6 through 26 (exc ept No. 9)

Constr uct ion , P ublic B uilding s P rojects

proposed am en dm en t

On page 17, lines 14, 16, 20, 22, and 25, and on page 18, lines 2, 4, G, 8, 9-10 , 11, 
12, 14, 16, 18, 19, 21, and 25, and on page 19, lines  1 and 4 ot  the bill as reported 
to the House stri ke out the  limits  of cost on each public building proj ect and 
ins er t th e appr opr iate  am ounts shown in the tab le below.

BUDGETARY DATA

See amendment  No. 4 and justif icatio n below.

LEGISLATIVE HIS TORY

GSA Budget J ustif icati ons.— Pages  1-87 to 1-102.
House Hearings .— Pa rt  1, pag es 939-967.
House Report No. 449-— Pages 9  and 10 (quoted in GSA am endme nt No. 4 ).

JU ST IFICAT ION OF TH E AMENDM ENTS

Amendments Nos. 6 throu gh 26 (exce pt for  No. 9 ) are directed towar d incre as­
ing the limi ts of cost for certain projects to provide for the construction of 
fall out  shelters, where  appro priate, to comply with the  requi rements of the 
nat ion al she lter  policy (see  amendments Nos. 3 and 4)  and res tora tion  of the
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5 i>ereent reduction  in cost estim ates made by tlie House (see amendment No. 4 ), 
Detai ls f ollo w:

B il l re ­
p o r te d  to  

H o u se L o c a ti o n  of p ro je c t
A m o u n t  in  

b u d g e t 
e s ti m a te

Q S A  p ro p o se d  a m e n d m e n ts

S tr ik e
o u t

In s e r t  in  
li eu

O S A
N o .

P a g e L in e

17 14 D e c a tu r , A la ............................................... ..................... $1 ,4 43 ,0 60 $1 ,3 15 ,750 $1 ,4 43 ,0 00 6
16 L os A ngele s,  C a l if ........................ ........................... . . 30, 27 1, 00 0 27, 388 , 500 30 ,2 71 ,0 00 7
20 D e n v e r , C o lo ...................................................................

S ta te sb o ro , Q a ____________________ ___________
20 ,0 55 ,0 00 18 ,145 ,000 20 ,0 55 ,000 8

22 595, 000 538,6 50 595, fXX) 10
25 W in d e r , O a _______ ______ _______ _____________ 525,00 0 47 5,0 00 52 5,0 00 11

18 2 W y a n d o tt e , M ic h ,  _______________ __________ 424,00 0 402, 800 424,00 0 12
4 S a n te  F e , N . M e x . . .................. ................................. 2 ,6 06 ,0 00 2. 362 , 650 2, 606, 000 13
6 N e w  Y o rk , N .Y .................... ........................................ 55, 2 94 ,000 59, 22 2,0 50 60, 917,05 0 14
8 B ry so n  C i ty , N . C . . . ................................................... 83 3,00 0 753, 350 83 3,00 0 15

9-1 0 T h o m a sv il le , N .C __________ ______ __ _______ 362,  000 327, 750 362, 0 00 16
11 P e m b in a , N . D a k ________ ___________ ________ 203,00 0 183,3 50 203, 0 00 17
12 C in c in n a t i,  O h io ____ _________________________ 19, 267 ,000 17,43 2, 500 19, 267, 000 18
14 M e d fo rd , O re g ______________________  _______ 1,91 0, 00 0 1,72 8,05 0 1, 91 0,00 0 19
16 Jo h n s to w n , P a ................................................................. 1 ,3 02 ,0 00 1, 18 7,50 0 1,30 2, 00 0 20
18 L e b a n o n , P a __________________________________ 80 7,00 0 730, 550 807,  OIK) 21
19 D e rb y  L in e , V t ......... ..................................................... 29 6,00 0 267,9 00 29 6,0 00 22
21 D is tr ic t  of  C o lu m b ia  ( Q P O  p l a n t '__________ 1,6 27 ,0 00 1, 54 5,65 0 1, 62 7,00 0 23

19

25

1

4

D is tr ic t  of  C o lu m b ia  (F e d e ra l of fic e b u i ld ­
in g  N o . 8 ) ___________________________________

D is tr ic t  of  C o lu m b ia  (F e d e ra l Off ice b u i ld ­
in g  N o . 8) ( e q u ip m e n t ) ................................... ..

C h ic ag o , I l l ___________________________________

19 ,1 05 ,000

6, 00 0,0 00 
39 ,2 10 ,0 00

18 ,905 ,000

5, 7 00 ,00 0 
36, 793,0 00

19 ,105 ,000

6, 00 0, 00 0 
39 ,2 10 ,000

24

25
26

The foregoing increases  include (1) $6,270,000 fo r fal lou t protection and (2) 
$5,783,050 to restore tlie 5 percent reduct ion in cost estimates made by the House 
in antic ipation of favorable bids. These individual amounts  are  applied sepa­
rate ly to each pro jec t in the  table appearing  under just ification on amendment 
No. 4.

Just ifica tion for res toration of f allout protection  appears  in amendment No. 3.
With respect to the  cost reduc tion the  committee, on pages 9 and  10 of Itei>ort 

No. 449, st at es : “The  committee has genera lly reduced the  amount for each pro j­
ect by 5 percent, which is less  than  savings  th at  have been made by the General 
Services Adm inist ration in construct ion cost con tracts  of projects already  com­
pleted .” In so doing the committee apparently  overlooked the fac t th at  the  
budget  estimates  had alre ady  been reduced to reflect recen t favorable bid expe­
rience. This  fac t was sta ted  on page 1-88 o f GSA’s justi fica tion  and was dis­
cussed at some length  as per tain ing to the  New York City project and briefly 
as to a ll projec ts, at  the House hearings (pp. 952-956 and 962). As compared to 
the  amounts approved by the Public Works Committees for individual projects , 
the  1962 budget estimates reflected reduc tions averaging 17.6 percent.

As pointed out in the  testimony appearing  on page 962 of the  hearin gs, con­
stru ction costs have increased seven-ten ths of 1 percent in the 7 months ending 
with March. In th at  month alone they increased four-ten ths of 1 percent. It  was 
also testified that  fu rth er  increases could be anticipa ted.  Under the circum­
stances it does not appear pruden t to furth er reduce the  estim ates as proj>osed 
by the House and assume the risks of being unable to  awa rd const ruction con­
tra cts because of too tigh t maximum cost limits . It  is likewise imprudent to 
rely  solely on the  escalation author ity  conta ined in the proviso on page 19, 
beginning on line 6, because that  author ity can only be exercised out of savings, 
if any. While savings might well be effected on some projects  there can be no 
assu rance they will occur in sufficient amounts and  at  the  times needed to fund 
the  escalation  of any given project .

For  the  foregoing  reasons approval of the res toring amendments  is recom­
mended.

No amendment  is proposed with respec t to  the pro ject added by the House for 
construct ion of a customs and appraisers warehouse in the Long Beach, Calif, 
are a, at  an  estimated  cost  of $2 million. However, the app ropriat ion of fund s f or 
thi s purpose is construed  as  waiving applicability thereto  of section 7 of the  
Publ ic Bui ldings  Act of 1959.
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OSA A mendment No. 9  

Constr uct ion , P ubl ic B uild ings  P roje cts

PROPOSED AMENDM ENT

On page 17 of the  bill as repor ted to the  House ins ert  the following af te r line 
20: “Genera l Services Adm inist ratio n stor es depot, Denver, Colorado, $5,795,- 
000

BUDGETARY DATA

OSA budyet justi ficat ions. — Pages 1-90, 1-94 , and 1-97.
House hearin ys.— Not specifically mentioned.
House Report  No. —Page 10: “* * * (2 ) The proposed General Services 

Adm inist ratio n storage  depot at  Denver, Colorado, has  been disallowed as it  is 
not considered feas ible to construct this new buildi ng at  this time”.

JUST IFICAT IO N OF TH E AM ENDMENT

The House hearings give no clue t oward  amp lifying the  brie f comment quoted 
above from its  Report No. 449, to indic ate why it does not consider the  cons truc­
tion of a  stores depot a t Denver feasib le at  thi s time.

The fac ts are  th at  the exist ing store s depot in the  Denver Fed era l Cente r 
became inad equate some time ago because  of expa nding sales from the  depot, 
prim arily due to expanding use  of GSA supply faci litie s by the mil itary . Becaus e 
of physical lim itat ions of the  building, both as to are a and cube, no suit able  
alte rat ion s could be made. Accordingly, GSA pressed  into use unde r perm it, as 
a second ary location, a pa rt  of a mil itar y instal lat ion  at  Clearfield, Utah , some 
370 miles dis tan t from the  Denver are a where the Federal  popul ation served 
by the depot is prima rily  centered. Some rel ief is expected in 1962 upon com­
pletion of a subdepot at  Albuquerque, N. Mex., funds for the  cons truct ion of 
which were app rop riat ed by this  committe e in the ann ual  act for 1961. This 
relief, while importa nt, is insufficient to  provide  for the full impact of the  ex pand ­
ing store s busine ss conserv atively  estim ated  for 1962. Accordingly, GSA will 
be forced to tem porarily incre ase its relia nce on the Clearfield installatio n 
despite  the  heavy added  costs incurred for backhaulin g supplies  to Denve r for 
norma l dist ribu tion . Careful  review of all avai labl e or pote ntia lly avai lable  
space in suitably  located mil itary ins tall atio ns has disclosed none havin g accept­
able space, c ondition or a rea , t ran spo rta tion aspects considered.

Ther e follows a tabu lation of actu al and proje cted  regiona l sales, inventory, 
and wareh ouse space requi rements for the 3-year period  ending in 1963:

1961 1962 1963

Sal es....... . .....................................................................m illio ns of d ol la rs ..
In ve nt or ie s............................................................................................d o . .. .

Spac e requ ire men ts ..............................thou sand s o f sq ua re  f ee t..

$14. 4 
$4.8

$18.6
$6.2

$21.3
$7.1

400 647 850

A t De nver . Co lo________ ______________________ _______________ 367
33

367
200
80

700
70
80

Clearfield , Utah ________________________ __________________
Al bu qu erqu e,  N . M ex . ____________ _____ _____________________

The foregoing tabulat ion indicate s th at  maximum space now avai lable  a t Den­
ver (367 ,000  squa re fe et ) is 280,000 squ are feet  short. Some 80,000 squa re 
feet will be provided in the  new facility  at  Albuquerque leaving a net shor tage  
of 200,000 squa re feet which must be accomm odated at  Clearfield, altho ugh at  
a sub stan tial  addi tion in tra nsp ort ation costs. Completion of the  proposed new 
buildin g in 1963 will res tore  an app rop riat e balan ce as indicated above.

Projectio ns of sales and inventories beyond 1963 leave no doubt  th at  space 
now utilized at Denver  will continue to be used to accommodate exapnding 
business.

Res tora tion  of the proje ct is urged.
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Amendment No. 27

Construction, P ublic Buildings P rojects

PROPOSED AMENDMENT

On page 19, line 8 of the  bill as reported to the  House, before the period i nse rt : 
"Provided  fur the r, Th at funds in the amo unt of $5,601,500 appropriated under 
this  head in the Indep endent Offices Ap propriation Act, 1961, for  a cons truct ion 
and alte rat ion  proj ect a t Philad elphia . Penn sylvania , since abandoned as  to 
its previously approved scope, are  hereby made availabl e for the purops es of 
this  ap propria tion .”

BUDGETARY DATA
None applicable.

LEGISLATIVE HISTORY
None applicable.

JU ST IFICAT ION OF TH E AMENDMENT

A proje ct was approved in Feb rua ry 1960 by resolu tions  of the House and 
Senat e Committees on Public Works for  alt era tio ns and cons truct ion of fou r 
addi tiona l stories on the existin g post office and courthouse, Phila delp hia, Pa., 
to provide addi tion al space for the U.S. courts, the U.S. attorney,  and the  U.S. 
marshal. Fun ds in the  amount of $5,601,500 were appropr iate d for  the  purpose 
under  th is head in the Independent Offices Appropr iatio n Act, 1961.

Eight  bids for the work were opened in Ja nu ar y 1961. Since all  bids were 
eith er excessive or unresponsive, no aw ard  was made.

In view of the probab le increas ed cost for th is  extension, the difficulties 
and inconveniences which would be exper ience d by the U.S. cour ts and other 
building occupants dur ing construction, and in consid eratio n of the  shortc om­
ings of the approved proj ect from the  viewpo int of effectively housing the  courts 
and other Federal  activities now in leased space, it  was decided to abandon  
the project and requ est approv al of a lar ger and more adequ ate new building. A 
prospectus for thi s purpo se contem plating  use of a site  in the Independence Mall 
development to be donated  by the city of Phi lade lphia, was transm itted  to the  
congressional Public W orks Committees on Jun e 7, 1961.

Construction  funds  for  the new project, if approved, will not be r equi red until  
aft er completion of design, sometime in fiscal ye ar 1963, and will be consid er­
ably in excess of the amou nt appr opriate d for  the abandoned projec t.

This  amendment proposes use of the $5,601,500 previously app ropriated to aid 
in financing the increa ses for other purpo ses requested  in amendmen t No. 4, 
fund s fo r th e new p roje ct will be requested in a la ter budget.

Amendment No. 28

Sites and Expenses, P ublic Buildings Projects

PROPOSED AMENDMENT

On page 19 of the bill as passed by the  House insert the  following af te r line 
10:

‘‘SIT ES AND EXP ENS ES,  PUB LIC BUILDINGS  PROJECTS

“For an addition al amount for expenses neces sary in connection with  the con­
stru ction  of public buildings proje cts not othe rwis e provided for, as specified 
unde r this head in the  Indep enden t Offices Appr opria tion Acts of 1959 and 1960, 
including prel iminary  planning of public buildin gs proje cts by con trac t or oth er­
wise, $5,000,000, to remain availa ble unt il expended .”
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BUDGETARY DATA
1962 budget esti mat e____________________________________  $5, (MM), (MM)
1961 app ropr iatio n in ann ual  ac t__________________________  21, 000, 000

Change in 1962 from 1961___________________________  —16, (MM), (MM)

1962 bill as repor ted to House___________________________  (2 5, 00 0, 00 0)
( Change from budget es tim ate ) ___________________________  (+ 20 , (MM), (MM))

1962 bill as passed by House______________________________ 0
Inc rease proposed by thi s amend ment_____________________  +5 , 000, 000

Bill as changed  by thi s amend ment---------------------------  5, 000, 000

LEGISLATIVE HISTORY

GSA budget justif icati ons.— Pages 1-103 to 1-107.
House hearings.— P ar t 1, pages  967-971.
House Report No. 449-— Page  10: “The committ ee has  included in the bill $25 

million for sites and expenses for  addi tiona l projects, which is $4 million more 
than  the 1961 app ropriat ion and  $20 million above the budget estima te. This  
amo unt  is needed for financing the site and expense costs  of projec ts that  are  
now pending or will be subm itted  to the Public  Works Committe es this  year.”

House action.— Congressional Record for Jun e 7, 1961, pages 8993-899 4.
“Mr. Gross. Mr. Chairman, a po int of order.
“The Chairman . The g entleman will s tat e i t.
“Mr. Gross. Mr. Chairma n, 1 make a point  of orde r again st thel anguage on 

page 19 beginning with line 9 and running throu gh line 16, reading as fol low s:
(Lan guag e omitted for  brevity. )
“I base the point  of orde r on the ground th at  the  app ropriat ion herein called 

for  is not justified, is not au tho riz ed ; and I respectfu lly call the atte ntion of 
the  Chair to the language in the  repo rt on page 10 und er the titl e ‘Sites and 
expenses, public bu ildings proje cts.’

“ ‘This amount is needed for  financing the  site  and expense  costs of proj ects  
th at  are  now pending or will be submitted to the  Publ ic Works Committees 
th is  year.’

“The Chairman . Does the gentleman from Texas desi re to be hea rd on the 
point  of o rder?

“Mr. Thomas. Mr. Chai rman , the point  of order is go od ; it has not been au ­
thorized. But  it is needed. They testified to th at  effect. It  has not been au ­
thorized, however, and on th at  basis it is subj ect to a point of order.

“The Chairman  (Mr. Bollin g). The point of order is susta ined .”

JUST IFICAT IO N OF TH E AM ENDMENT

With out fund s for sites  and  exj)enses in 1962 the  program for  acquisi tion 
of sites  a nd design of needed public buildings  auth oriz ed in the Public Buildings 
Act of 1959 will come to a stands till.  This  would delay for at  leas t a year ac­
tions necessary to provide  urgently  needed space to house Government  activities 
in many pa rts  of th e coun try.

Technically  the item was susceptib le to point  of order.  However, at  the time 
it  was taken,  36 prospec tuses involving net  sites  and expense requirements of 
$24.7 million were pending before the Senate  and/or  House  Committees on Pub­
lic Works and 1 prospectus (Macon, Ga. ) involving  $0.8 million had been fully 
approved by both committees.

While this agency cann ot predict the timing and exten t of approvals by the 
two committees it has no reason to assume th at  committ ee actions will not  be 
completed d uring  the cu rre nt session of Congress.
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In order  to preserve some continuity  in the  essentia l program for providing 
suitable  housing for perm anent activi ties of the  Government it is recommended 
th at  $5 million, the or iginal  budget estimate, be restored.

GSA is confident th at  the temporary lag between pro ject  auth orizations and 
the  ap prop riat ion act  will be overcome before Congress adjourns.

OSA Amendment No. 29

Construction, Federal Office Building No. 7, W ashington, District of 
Columbia

PROPOSED AM ENDMENT

On page 20, line 5 of the bill as repor ted to the House, str ike  out “.$23,700,000” 
and inse rt in lieu thereof “including fallout  protec tion, $26,175,000”.

BUDGETARY DATA
1962 budget estimate_____________________________________  .$26, 175, 000
1961 appropr iation_______________________________________  0

Change in 1962 from 1961____________________________  +26,  175, 000

1962 bill as reported to House______________________________  23, 700, 000
(Change from budget es tim ate)___________________________  (—2,475,000)
Restoration proposed by this amendment____________________  +2 , 475, 000

Bill as changed  by thi s amendment___________________  26,175, 000

LEGISLATIVE HIS TO RY

GSA 'budget justifications.— Pages 1-112 to 1-115.
House hearings .— Pa rt  1, pages 977-981.
House Report No. J/j!).— Page 10: “The committee has approved $23,700,000 

for construction  of a Fed era l office building on Lafayette  Square for use of 
agencies of the execut ive branch . The reduction  of $2,475,000 reflects a reduc­
tion of 5 percent in the estimate based on cons truction cost experience for othe r 
projects in the  Dis tric t of Columbia area , and $1,227,000 is for  elimination of 
fallo ut she lter  feature s.”

JUST IFICAT IO N OF TH E AM ENDMENT

The reduct ion of $2,475,000 made by the House includes denia l of $1,227,000 
for  fallo ut protection and a  5-percent cost reduction of $1,248,000.

These are  the basic issues applicable to construction  in general and are  dis­
cussed in deta il in amendments Nos. 3, 4, and 6 throu gh 26 under “Construction , 
public buildings projects .” As sta ted  therein GSA’s position is (1) denia l 
of fallout  protec tion is con trary to the  nat ional inte res ts, and (2) it  is impru­
dent  to reduce the  cost estim ates below the reduced amounts proposed in the  
budget. Insofa r as Federal  Office Build ing No. 7 is concerned the budget est i­
mates  were 26.6 percent below the prio r estimates due in pa rt to anticipa ted 
favorable bids and also because of reducing the  scope of the building to exclude 
provision of space for the U.S. Court of Claims as authorized in the regular  
1961 act. It  is not pruden t to an ticip ate fu rth er  reductions.

Full restora tion  to the budget estim ate of $26,175,000 is recommended.

OS A Am en dm en t No. 30 

Operating Expenses, Federal Supply Service 
PROPOSED A MENDMENT

On page 20, l ine 9, of the  bill as reported to the House, stri ke out  “$3,450,000” 
and  ins ert  in lieu thereof  “$3,737,000”.
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BUDGETARY DATA

1962 budget es timate (direct app ropriat ions p or tio n) ------------------ $3,737,000
1961 appropriation in annual ac t__________________ $3, 978, 000
•Comparative tr ansfe r to ESD______________________ —993, 600
Transfe r f rom S. & C.M. (3d supplement) ----------------  252, 000

---------------  3, 236, 400

Change in 1962 f rom 1961_____________________________  +500,  600

1962 bill as repo rted to House_______________________________  3, 450,000

(Change from budget es tim ate )_____________________________  (—237,000)
Res tora tion  proposed by this  amendment______________________ +287,000

Bill as changed by this  amendment_____________________  3, 737, 000

LEG ISLATIVE HISTORY

GSA budget justif ications.— Pages II -2  to 11-31.
House hearings.— Pa rt  1, pages 996 to 1071.
House Report No. M9.— Page 10: “Operating expenses, Feder al Supply Serv­

ice : The bill provides $7,385,000 for  personal prop erty  management activi ties. 
This is an increase  of $713,400 over comparable appropriat ions for  1961 and 
$287,000 less tha n the budget estim ate. Of the total amount $3,450,000 will 
be financed by appropria tion,  and  $3,935,000 from proceeds received from the 
sale of excess personal property. The increase over 1961 includes $427,600 to 
strengthen and promote the util iza tion and sales program and $285,800 for 
cata loging and othe r activ ities.”

JU ST IF IC ATI ON OF THE AMENDMENT

The DOD AIR program object ive is to eliminate  duplicat ive items used for 
the  same purpose within the  various  mi lita ry services and  to increase the 
number common to all services. Many of these items are  common adm inistra­
tive, main tenance, and housekeeping items widely used by civil agencies as 
well. Without  GSA’s par tici pat ion  in the DOI) AIR program the re is no effi­
cient method for  insu ring  th at  dup lica te items between mi lita ry and  civilian 
agencies  will be eliminated.

In a sampling conducted in Jun e i960 at  the  Mil itary  General Supply Agency, 
Richmond, Va., of common use items such as office furnitu re,  household fur ni­
ture , floor covering, office machines, office supplies, etc., it  was found that  of 
9,518 DOD items  and 12,040 GSA items, only 1,630 items, or 8.1 percent, were 
common to both mili tary  and civilian agencies. This  low ra te  of commonality  
is directly rela ted to the fac t th at  the  AIR program here tofo re was  confined 
to items found in  the m ilita ry system.

To dete rmine the na ture of the  responsibi lities  it  would assum e as a par tic i­
pant in the AIR program and also  to gage the benefits which would result , 
GSA conducted  a tes t on office fu rn itu re  items join tly with the Mil itary  Gen­
eral Supply Agency, the DOD single mana ger for  general supplies. During  
August and September, stud ies of office furnitu re  items car ried in both mil itary 
and civil ian agency systems resu lted in the following:

Before study After stu dy

Number of Department  of Defense items ........................................................ 1,060 297Number of QSA it em s........ ......... . ....................... .................. ......... ... 567 380Number of items common to bo th systems.............................................. 200 289Percent common_________ ______________ ________________ 14 74Ne t number  of items in both sy ste ms ...  _ _______ _ ____  _ 1,427 388
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This  stud y resulte d in increa sing commonal ity between  mil itar y and GSA 
items  f rom 14 to 74 percent. Even more strik ing,  it reduced the  tota l numbe r of 
office fur nit ure  items from 1,427 to 388, a reduc tion of 73 percent. This  clea rly 
indicates the  economies for  the  Government as a whole which will result  from 
ful l part icip atio n by GSA in the  DOD AIR program thro ugh  maj or redu ction s 
in inventory investments and recordkeeping for  sim ilar  items  used for the same 
end purpose. It  will also produce more adva ntag eous  p rices  a nd delivery through 
concentra tion of procu rement action  on the item best suit ed for the pa rti cu lar 
job.

Furt herm ore,  GSA is already deeply into its program of expand ed supp ort to 
mil itar y activ ities. Thu s far , othe r 50,000 items  have been referre d by DOD to 
GSA for decision as to app ropriate method of supply. It  is expected th at  at  
least 200,000 addi tiona l items will be referr ed to GSA ov er the  nex t few years.

Ideally , the  technical and management actio ns involved in the  AIR program 
should precede review of items  for dete rmin ation as to method of supply. In ­
abi lity  of GSA to par tic ipa te at  the  outset in the  AIR  program due to lack of 
funds imposes additional workload  a nd continuing high supply  manag ement cos ts 
throu ghou t the Gov ernment’s supply system.

GSA must review and  determ ine, item by item, those which will be supplied  
from GSA stock, from Fed eral  supply schedu le c ontract s, by direc t delivery  from 
contrac tors  and by local procure ment. It  is esti mated  th at  150,000 item s 
presently in the supply system  will be e limin ated  as a resu lt of par tici pat ion  in 
the  AIR program.

If  part icip atio n in the  AIR progra m is cur tailed, it  is cer tain  th at  excess ive 
numb ers of items  will rem ain in the supply systems . There fore, it  is esse ntia l 
th at  GSA par tic ipa te in this program to the  full ext ent  requested in the  budg et 
estim ates.

I t is  urged th at  the  full  a mou nt of the proposed amen dmen t be resto red.

OSA  A me ndme nt No. 31

E x pe n ses  Su pp ly  D is trib u tio n

PROPOSED AM EN DM EN T

On page 20, lines 23 and 24, of the bill as repo rted  to the House, stri ke ou t 
“$27,375 ,000” and ins ert  in lieu there of “$29,374,000”.

BUDGETARY DATA
1962  budget estimate_____________________________________  $29 ,37 4,0 00

1961 appro priat ion in annu al ac t____________________________  22, 950, 000
Comparative  tra nsf er from OE-F SS________________________  993, 600
Tr ansfe r from stra tegi c and cri tic al ma teri als  (3d  supp lem enta l) 1, 475, 000 
Tra nsf er from DOD______________________________________  43, 000

Total---------------------------------------------------------------------- 25, 461, 600

Change 1962 from  1961 _____________________________ +3 , 912, 400

1962  bill as re por ted to House_______________________________  27 ,37 5,0 00
(Cha nge from budget es tim at e) ___________________________  ( —1, 99 9, 00 0)
Res tora tion  proposed by this  amendmen t____________________ +1, 99 9, 00 0

Bill as changed by this amendmen t_____________________ 29, 374, 00 0

LEGISLAT IVE HISTOR Y

OSA budget justi ficati ons.— Pages 11-32 to 11-50.
Hous e bearing s.— Pa rt  1. pages 1071 to 1092.
House, Re port No. 4Jfl.— Page  11:
“Expenses , supply dist ribu tion .— An app ropr iatio n of $27,375 ,000 is recom­

mended for oper ating  the  General Services Adm inis trat ion stores and supply  
system. This provides an incr ease  of $1,913,800 over comparable app ropr iatio ns 
for  1961, and it is a reduc tion of $1,999,000 in the  b udget estimate . The commit­
tee has  allowed a pa rt of the  incre ase requested based on new workload  but  ha s 
not  allowed the  requ est for  fun ds to increas e the  amo unt  of space allowed fo r 
a given q uan tity  of inve ntory.”
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JU ST IF IC AT IO N OF TH E AM EN DM EN T

In the past 5 years GSA’s total volume of buying has  almost doubled from 
$548.8 million in 1956 to $1,025.9 million for 1961. The increased volume of sales 
for  1962 projected in the budget  has  been reaffirmed as the minimum amount 
which should be planned for 1962, because curre nt tren ds thi s year indicate these 
sales est ima tes to  be conservative.

For 1962 total volume of buying will be $1,105.5 mili lon, or an increase  of 
$79.6 million. Since only one h alf  of th e increased  funds required were provided, 
business possible with these reduced fund s could only tot al approximately  $1,065 
million. Projected uni t costs for sto res  and buying to suppor t the  conse rvative 
sales estim ated  were planned at  costs lower than at  present. Costs of operation  
have been held to the  lowest possible levels  which compare very favo rably to 
those  prevai ling in private industry . This has been achieved desp ite a generally 
risin g commercial market and absorption of pay increases and  hea lth benefit 
costs.

Conservative  sales  estimate of $215 million from stores stock in 1962 will re­
quire an inven tory of $70 million by the end of 1962. This  is an increase  of $8.5 
million from the end of 1961 and will require  a tota l of 6,900,000 square fee t of 
space based on storag e at  the rat e of $10.14 worth  of inven tory per  squa re foot.

It  is essen tial th at  the funds requested for space be approved in order to pe rmit 
efficient and economical handling of the  increasin g volume of supply items pre­
viously referred to in this  es timate. The continuatio n of congested ware hous ing 
prac tices also  con tribu tes to  the  possibi lity of safety  and fire haz ards .

It  i s u rged that  the item be re stored to the  fu ll amount of the budget estim ate.  

GSA Amendmen t No. 82

G en er al S u pp ly  F un d

PROPOSED AM EN DM EN T

On page 21, line  4, of the  bill as reported to the  House, str ike  out “$4,000,000”' 
and ins ert  in lieu thereof “$8,000,000”.

BUDGETARY  DATA
1962 budget est imate______________________________________  $8. 000, 000
1961 ap propria tion  in 3d supplemental ac t____________________  20. 000, 000

Change  in 1962 from 1961____________________________  —12, 000, 000

1962 bill as reported to House______________________________  4, (KM), 000
(Change from budget es tim ate)____________________________ (—4, 000, 000)
Res tora tion  proposed by th is ame ndment_____________________  +4 , 000, 000

Bill as changed by th is am endm ent_____________________  8, 000, 000

LEGISLATIVE  HI ST OR Y

GSA budget ju stific ations.— Pages 11-51 to 11-59.
House hearings.— Pa rt 1, pages 1093 to 1099.
House  Report No. JM9.— Page 11.
"General supply  fu nd. — A $4 million  increase  in cap ital  for  th e general supply 

fund is recommended instead of $8 million as proposed in the  estim ate. The 
capi tal has  only recent ly been increased  by $20 million in a supplemental bill. 
The add itional amount will increase  th e appropriated cap ital  to $119,750,000.”

JU ST IF IC AT IO N OF THE AM EN DM EN T

The budget requ est of $8 million i s necessary to  support the  steadily increasing 
volume of store s sales  and  other act ivi ties financed through  the  general supply 
fund.

Tota l sales financed through the fun d were  estim ated  at  $380.4 million  for 
1962, or an increase of $23.9 million over  the  1961 sales estimated at  $356.5 mil­
lion. Existing tren ds indic ate th at  the  1962 estimate of sales volume will be 
exceeded. For  example, current projection for  stores stock  sales fo r 1961 is 

71 03 6— 61------ 24
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$182.5 million as compared to $171.7 million included  in the justif icatio n. Motor 
pool sales are  now expected  to reach $19 million for 1961 instead of the $17 
init ially projected.

The House committe e did not indicate  they  disag reed  with  the  proje cted  vol­
umes. However, in allowing only $4 million for  thi s fund, sufficient cap ital  is 
not provided  to mainta in a balanced program of sup ply to Fed eral  agencies.

Repo rt No. 85 from the Senate on the thi rd  supplemen tal app ropriat ion bill, 
1961, March 24, 1961, page 14, sta ted  in connection wit h bo rrowing  from  u nrel ated  
appropria tions , ‘‘The committee believes th at  such action  is poor pract ice, even 
in an emergency situation , and requ ests the  adm inistration to subm it the need 
for such fund s through the  regu lar app rop riat ion  procedu res, wit hou t reso rting  
to an expediency of this nat ure .” If  the  ful l amount of $8 million is not re­
stored  it may not be possible to support the general supply fund programs.

Cash must be maintai ned  at  the esti mat ed level if GSA is to conti nue paying 
bills promptly, to mainta in good rela tion s wit h ind ust ry and to tak e advanta ge 
of discoun ts offered. The $4 million redu ction  reflected in the  House bill would 
requ ire a reduc tion in the  asse ts below the  level requ ired  to car ry out  the pro­
grams effectively. Invento ry canno t be reduce d below the level forec ast, in the 
face of shar ply rising customer demands, wi tho ut seriously impairing supply 
performance. Equip ment  is required at  the  level forecast to continue  th e order ly 
development of the  motor  pool program. To reduc e accoun ts receivable would 
require a speedup in billing and collecting  th at  would  be imp racti cal and result  
in add ition al costs.

It  is therefo re urged  th at  the full  amo unt  of the  proposed amendmen t be 
restored  to provide  sufficient cap ital  for  pro per  business mana gement of our 
supply program .

OSA Amendment No. 38

Strategic and  Critical Materials

PROPO SED  A M END M EN T

On page 22, l ine 11, of the bill as rejior ted to the  House, str ike  o ut $30,000,000” 
and  in ser t in lieu  thereof “$38,683,000”.

BUDGE TARY DAT A
1962 budget  est imate _______________________________________ $40, (MM), 000
1961 obligation pro gram____________________________________  43, 012, 200

Change in 1962 from 1961______________________________—3. 012, 200

1962 bill as reported  to House________________________________ 30, 0(H), (MM)
Restorat ion proposed by this  amen dmen t----------------------------------  4-8, 683, 000

Bill as changed  by this  amen dmen t_____________________  38, 683, 000

LE GI SL AT IV E HIS TORY

OSA budget  just ifica tions.— Pages II I- 2  to II I- 31 .
House hearin gs.— Pa rt  1 pages 1180 to 1213.
House Report  No. 449.— Page 11:
“Stra tegic and crit ical  materials.— The committee recommends an app rop ria­

tion of $30 million for  the  stockpiling prog ram instead  of $40 million as re­
quested. The bill also allows $3 million for  operatin g expenses  inste ad of 
$3,015,000  as the  agency proposed.”

JU STIF IC A TIO N  OF T H E  AM ENDM EN T

The House committ ee reduced the requ est for app ropr iatio ns to car ry out the 
Strateg ic and  Crit ical  Materials Stock Pilin g Act fro m $40 million to $30 million. 
This  is a $10 million reduct ion below the  budget estimat e and $31,012,200  
below compa rable financing for 1961. The House committee  rep ort gave no 
explana tion  of the  reduction  except to sta te  th at  the operating  expenses had 
been reduced  from $3,015,000  to $3 million. This  amendment requ ests an 
appropriat ion of $38,683,000 which cons titu tes res tora tion  of $8,683,000.

The esti mat e subm itted  included $2,154,000 for acquis ition of new ma teri als 
an d upgrading of exist ing materia ls requ ired  to meet minmum stockp ile objec-
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tive s in  ac co rd an ce  w ith  pr og ra m  ad vi ce  fr om  th e Office of  Civ il an d Defen se  
M ob il iz at io n; $12,692 ,000 fo r ex pe ns es  of  st ora ge of  m ate ri a ls  in  th e nat io nal  
and su pp le m en ta l st oc kp iles ; $1,983,000 fo r ex pe ns es  invo lved  in  dis po sa l of  
m ate ri a ls  in  ex cess of  s to ck pi le  o b je c ti ves; and $2,156 ,000 fo r na ti onal in dust ri a l 
eq ui pm en t ac tivi ti es .

The  es ti m ate  fo r ac qu is iti on  of  new m ate ri a ls  co ve rs lim ited  pr ocu re m en t of  
a few cri ti cal m ate ri a ls  whic h a re  be low  th e  stoc kp ile  ob ject ives . The  es tim at e 
fo r upgra din g pr ov ides  only fo r tr an sp o rt a ti on  an d han dl in g co sts inv olv ed . 
Pr oc es sing  c os ts  a re  to be co ve red by us in g ex ce ss  m ate ri a ls  fo r pa ym en t in  kind  
w ithout any r eq ui re m en t f or  a ppro pri at io n . The  e st im at e fo r s to ra ge of  s tr a te g ic  
m ate ri a ls  an d in dust ri a l eq ui pm en t is su bst an ti a ll y  a ll  fo r fix ed  re curr in g  ex ­
pe ns es  which  ca nn ot be redu ce d w ithout se riou s eff ec t on  th e p ro gr am s inv olv ed .

The  es ti m ate  fo r 1962 also  pr ov id ed  $18 mill ion fo r th e  co st  of  ro ta ti on  of 
m ate ri a ls  su bj ec t to  det er io ra tion  in  stor ag e.  Th e m ajo r item s to  be  ro ta te d  
a re  th e  co rd ag e fibers , ab ac a an d si sa l, fo r which  $16,667,000 is  re qu ir ed . R ota ­
tio n of  th es e fib ers ca nn ot  be  de laye d w ithout im pai ri ng th e quali ty  of th e 
stoc kp ile . App ro xim ately 77 mill ion po un ds  of  co rd ag e fib ers  m ust  be  ro ta te d  
in  1962 in  o rd er to  m ai nta in  th e  stoc kp ile in suf fic ien tly  fr esh  co nd it io n to  mee t 
em erge nc y ne ed s fo r wh ich  th e m ate ri a ls  a re  sto ck pi led.  In  ad di tion , def er ring 
th e ro ta ti on  of  th es e fibers  will  in cr ea se  th e co st of  th e  ro ta ti on  pr ogra m  in 
fu tu re  years  be ca us e of  th e ne ce ss ity  fo r g ra n ti ng  ad dit io nal di sc ou nt s wh en  
ol de r fib er is  sold.

In  vie w of  de cr ea se s in  stoc kp ile  ob je ct iv es  fo r cas to r oil,  fe a th ers  and  down , 
an d sh el la c sin ce  pre para ti on  of  th e  bu dg et  es tim at es  fo r 1962, i t  is  po ss ib le  to 
el im in at e ro ta ti on  of  an y of  th es e m ate ri a ls  du ri ng 1962. Th e quan ti ti es of 
th es e m ate ri a ls  which  ha ve  de te ri o ra te d  to  a  po in t oth er w is e re quir in g  ro ta ti on  
a re  w ith in  th e am ou nt s su rp lu s to  re vi se d ob ject ives  an d,  th er ef ore , can  be  di s­
po sed of. R ota tion  co sts  fo r th es e m at er ia ls , am ou nt in g to  $1,302,000, can  be 
el im in at ed  from  1962 requ irem en ts .

The  re qu es te d am en dm en t fo r an  ap pro pri a ti on  fo r $38,683,000 re flec ts  th e 
e lim in at io n of  th e $1,302,000 as  well  as  th e  $15,000 re duc tion m ad e by  the 
Hou se  for oper at in g expense s.

GSA Amendmen t No. 3}
Strategic and  Crit ica l Mate rials

PROPOSED AMENDMENT

On  pa ge  22, lin es  18 an d 19, of  th e bi ll as  re po rted  to  th e House , a f te r  th e 
wor d “A ct s” de le te  “provide d sa id  le as eh ol d in te re st s a re  a t no m in al  co st  to  the 
G ov er nm en t”.

BUDGETARY DATA
No ne  ap pl icab le .

LEGISLATIVE HISTORY

GSA budget jus tifi cat ion s—  Not ment ioned.
Hou se  hea ring s.— P a rt  1, p ag e 1206.

Hou se  Rep or t No.  Jj}9.— Pa ge  11 :
“T wo la ng ua ge  p ro vi sion s w er e su bm it te d in th e es tim at es  which  th e  co mmit­

te e ha s ap pr ov ed . One  gives th e adm in is tr a ti on  au th o ri ty  to  ac qui re  leas eh old 
in te re st s in  pro pe rt y fo r st or ag e of  m ate ri a ls  a t in dust ri a l p la n t si tes. I t  w’as 
te st ifi ed  th a t mos t of  th es e leas es  a re  a t no min al  co st  to  th e Gov ernm en t. Th e 
co mm itt ee  has am en de d th e la ng uag e of  th e  bi ll to  in cl ud e th is  re qu ir em en t.”

JUSTIFICATION OF THE  AMENDMENT

Gen er al  Se rv ices  A dm in is tr at io n is ch ar ge d w ith th e  duty  and re sp on sibi li ty  
of  pr ov id in g fo r th e  stor ag e,  se cu ri ty , an d m ai nt en an ce  of al m os t $7 bi lli on  w or th  
of st ra te gi c,  cr it ic al , an d ot he r m ate ri a ls  ac qu ired  fo r th e nati onal stoc kp ile an d 
th e su pp le m en ta l sto ck pi le . In  th e dis ch ar ge  of  th is  re sp on sibi li ty  w ith ap pro ­
pri at io ns which  w er e mad e “a vai la ble  unt il  exi> ende d,” GSA had  ac qu ired  le as e­
ho ld  in te re st s in  st or ag e si te s fo r te rm s of  ye ar s,  w ith  re ne w al  op tion s usu al ly  
ra ng in g from  40 to  99 ye ar s.  Sinc e m os t m ate ri a l is  st ore d up on  p la n t si te s of 
th e  pr ob ab le  co ns um ers in th e ev en t of  a  nat io nal  em erge nc y,  th e  m ajo ri ty  of  
su ch  leas es  w as  ne go tia ted fo r a  no m in al  co ns id er at io n.  The  ex er ci se  of  op tio ns  
to  re ne w  leas es  th a t ca ll fo r on ly  no m in al  co ns id er at io n pre se n ts  no  leg al  
dif ficu lty .
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On the  othe r hand,  it has  been necessary in a number of instan ces for GSA 
to utili ze commercial or ind ust ria l storage are as which could be acquired only 
by the  payment of ren tal  of more than mere nomina l amounts (e.g., up to as 
much as $8,000 per ann um ) even though they may rep resent  only a fra ctio nal  
port ion of the  tru e fa ir ren tal  value of the  proi>erties. These leases conta in 
valuable  renewal options exten ding over many years , dur ing  which it may be 
ant icip ated  the re will be a genera l, and in some insta nces  sub stan tial , apprecia­
tion  in land values. Fu tur e addi tions  to the suppl emental stockpile resu lting 
from  the barte r of surp lus agr icultur al commodities will require  the  leasing of 
even more commercial space. Inasmuch as the  app ropriat ions are  now limite d 
to use durin g a fiscal year, aut hority  is needed to exercise options th at  cover 
period s which extend beyond a single fiscal y ear and which were secured  before  
a fiscal year limit ation  was placed on the appropr iatio n. Withou t the aut hor ity  
in cases othe r tha n those  involving nominal rentals , exis ting  option rights  at 
reaso nable rates will have to be forfeite d. Moreover, the  Governm ent’s ba rga in­
ing position will be gr eat ly weakened, and add itional exp endi tures may be neces­
sar y to pay inc reased re nta ls o r to move materia ls.

In  order to (1 ) preserve valuable option rig hts  (the  loss of which would 
probably enta il costly remova l of stored ma ter ial or, alte rnative ly, costly con­
demnation  procee dings)  ; and (2 ) afford GSA a favo rable barg aini ng position 
for  the acquisi tion of site s for a term of years , GSA’s autho rity to acquire  long­
term  leasehold inte res ts should not be limite d to those  insta nces  in which the  
ren tal  consideration  is nominal.

GSA Amendment No. 35

Adm in is tra tiv e  O pe ra ti ons F un d

PROPOSED AM EN DM EN T

On page 24, line 8, of the  bil l as repor ted to the House, str ike  out “$14,268,900” 
and  in sert  In lieu ther eof “$14,864 ,000”.

BUDGETARY DATA

1962 budget estimat e (li m itat io n) ___________________________  $1 4,8 64 ,00 0
1961 limi tation in annual ac t____________________ $13, 150, 000
Supplem ental for expenses supply dist ribu tion  (3d

sup ple me nta l)----------------------------------------------  120 ,00 0
Increase in limitatio n (3d  sup ple me nta l)------------  823 ,00 0
Tra nsf er from DOD___________________________  155, 700

------------------  14, 248, 7 00

Change in 1962 from 1961 ____________________________  +6 15,  300

1962 bill as reported to Hous e_______________________________ 14, 268, 900
(Cha nge from budget es tim at e) ____________________________  ( —59 5,1 00 )
Res toration  proposed by this amendment_____________________ +595,  100

Rill as changed by this  amendment_____________________ 14, 864, 000

LEG ISLATIVE HISTOR Y

GSA budget jus tifica tions .— Pages II I- 48  to I II -8 0.
House  beari ngs.— P ar t 1, page s 1222 to  1228.
House Report No. M9.— Page  12:
“Adm inist rativ e opera tions fund.— A limitatio n of $14,268,900 is provided for 

adm inis trat ive,  financial, legal, and oth er general supp ort for GSA program s. 
Th is provides the  same fund ing as in the  cu rre nt fiscal year for  such services.”

JU ST IF IC AT IO N OF TH E AM EN DM EN T

Original  estimat es of requirements for inte grated staf f services including 
financial,  adm inis trat ive,  legal, legislative , and business sendees, and field supe r­
vision were direc tly rela ted  to the  workload  and appropriat ion requ ests for the 
vari ous  program s. In many program are as  the  esti mat es for adm inis trat ive  
supp ort contemplated a decre ase in un it costs  or in the  cost rat io in rela tion  to 
program costs.
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Allowances for  the  adm inistra tive operat ions fund  in the  bill as reported to 
the House reduced the  amount requested to the  1961 level of operations  and, 
a t the  same time, provided incre ases  in app ropriat ions for  programs to be serv ­
iced by staff activities financed in the adm inis trat ive  oper ation s fund. GSA 
ha s kept its adm inistrative operation s staff and costs  at  the minimum level for 
efficient and economical opera tions. Increas ed app rop riat ion s for program func­
tions  must be matche d by additional allowances for  adm inistra tive operations  
if essent ial suppo rt of p rograms is to be furn ished.

The  impact  of incre ased worklo ad in the adm inistrative operation s fund has 
been p art icu lar ly heavy in the auto mati c d ata  processing  (A I)P ) activ ity. Work 
form erly  imposed upon program staff is being progres sively  channeled  to the 
adm inistra tive operations  a rea  by applications  of ADP to the  respective progra m 
acti vities.

The growth of GSA’s prog rams in the pas t few years made it essential  th at  
way s be found to handle an ever-growing volume of paper work  and to reduce 
the  uni t cost of operat ions. After study, electro nic computer applic ation s are  
now now being utilized  and man y advantages are  being gained  from converting  
exis ting  punch card elec trica l accounting systems to medium and large  scale com­
puter  systems. GSA has installed medium scale computers (RAMAC) in five 
regions, a larg e scale compu ter in one region, with fu rth er  expansion in the  num ­
ber of la rge scale comp uters anticipa ted for the future .

The applic ations  cur ren tly being placed on these  computers include such pro­
gram operations as (a ) orde r processing and inventory  management  for  the 
Fed era l Supply Service, (ft ) inven tory control for  the  ,$8.5 bi llion stockpile  pro­
gram s, and (c ) space manag ement in Government owned and leased buildings . 
As program managers  have become more knowledgeable of the capabili ties of 
ADP equipment, the ir requ ests for  more effective and speedier manag ement  d ata  
hav e correspondingly increas ed. Long-range plan s include  auto mati on of data  in 
al l progr am are as of GSA th at  gener ate larg e volumes of paperw ork. In ad­
diti on to purely progra m operations, other GSA appl icati ons being perfor med 
or  scheduled for  ADP include accounting, payroll, person nel stat istics, etc.

The auto mati c da ta process ing activi ties in par ticu lar , as well as oth er are as 
of staff services such as legal, adm inis trat ive services, and business service  
cen ters  will be seriously handic apped  by the reduct ion proposed by the House, 
an d it will be impossible to continue to perform services at  an adequate  level 
in 1962.

With improved and more efficient supp ort rend ered  to service programs 
at  lower uni t costs, and with the continuing objective of more effective and 
economical staff  services as evidenced by th e fac t th at  a very modest increase in 
the numbe r of positions is requested for 1962, it is esse ntia l that  the full amou nt 
requested  in the budget estimat e be gran ted and the reduct ion of $595,10 0 
rest ored to the adm inistra tive operations fund.GSA Amend ment No.  86

W ork ing  Cap ita l  F und

PROPOSED AM EN DM EN T

On page 24, af ter line 12, of the bill as repo rted  to the  House, inse rt 

“wo rk ing  ca pit al  fu nd

“To increase  the cap ital  of the workin g cap ital  fund  estab lishe d by the Act 
of May 3, 1945 (4 0 U.S.C. 29 3) , $150,000.’’

BUDGETARY  DATA
1962 budget est im ate _______________________________________  $15 0,000
1961 app ropr iatio n in ann ual  ac t_____________________________ 0

Change 1962 from 1961 ________________________________  +1 50,  000
1962 bill as reported  to House________________________________  0
(Cha nce from budget es tim at e) ______________________________ ( —15 0,0 00 )
Res tora tion  proposed by this amendment______________________ +1 50 ,000

Bill as  changed  by th is amendment______________________  150, 000
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LEGISLATIVE HISTORY

OSA budget j ustification s.—Pages  I II -8 1  to II I- 8 4 .
House hearin gs.—Par t 1, pages 1228 to 1230.
House Report No. 449.—Page 12.
“Working cap ital  fund.—The committee has denied the requ est for $150, 000 

to incre ase the  workin g capi tal fund to esta blis h four field printing pla nts  in 
addi tion to the  present plan t in Washington, D.C., as it is not convinced of the 
necessity for  establish ing these plan ts.”

JUST IFICAT ION OF THE AMENDM ENT

Continued expan sion of PBS act ivit ies and increased activitie s of FSS cre­
ate d a reprod uction  workload almo st impossib le to meet in those GSA region al 
office citie s having  no GPO field printing plan t. Commercial pri nte rs in these 
cities  were unable  to meet the deadlines of GSA programs  esse ntia l to efficient 
operatio ns.

In  view of this  situation , the  Jo in t Committee on Pri nti ng  author ized  field 
prin ting  plan ts at  Boston, Mass., August 21, 1959, and at  Atlanta , Ga., Kan sas 
City, Mo., and Dallas, Tex., October 28, 1959. In accordan ce with the  wishes  
of the Joi nt Committee  these pla nts  were placed in opera tion as quickly  as 
possible and cer tain  minimum add itio nal  pri nting equipment was  procured. 
These plan ts are  operated  through the  GSA workin g cap ital  fund estab lishe d 
for this  purpose  with  all costs recovered from customers, and profits  retu rne d 
to Tre asury .

This  app ropr iation for equipment is a nonrecu rrin g item since the  equipment  
will be de precia ted and  charg ed as cost of service s furn ishe d GSA programs  and 
othe r Government agency activ ities , and repla ced as require d from such 
recoveries.

These pla nts  have  proved to be efficient and economical. In a let ter  dated 
August 26, 1960, to the  Adm inist rator , GSA, the  chair man, Jo in t Committee 
on Pri nting sta ted  th at  mat erial  benefits had alre ady  been dem onst rated  by the 
opera tion of these  fou r field prin ting  plants.

Appar ently it  w as not made clear  to the  House subcommit tee th at  the  prin ting  
pla nts  ar e alre ady  in operation , and th at  proposed purchases of add ition al equip­
ment  are  based on specific appro vals of the Jo in t Committee on Printin g. Addi­
tiona l equipme nt autho rized  in 1960 to esta blish  the plants amounted to $51,857, 
and it is estimat ed th at  $51,400 and  $49,000, respectively, will be required  for 
equipment in 1961 and 1962.

Unless the addi tion al financing reque sted is obtained, sufficient workin g capi­
ta l will not be available to adeq uate ly perfo rm necessary operat ions.

OSA Amendment No. 87

General Provisions (for GCA)

PROPOSED AM ENDMENT

On page 26, af ter  line 3  of the bill a s r epo rted  to the House, ins ert  th e following 
pa ra gr ap h:

“Not to exceed 2 per centum of any app ropr iatio n made available to the  Gen­
eral  Services Admi nistration  of the cu rre nt fiscal year  by this  Act may be tra ns ­
fer red . to any  oth er such appropriat ion, but  no such appropriat ion shall  be 
incre ased  thereby more than  2 per ce ntum : Provide d, Th at such tra nsfer s shall 
apply only to oper ating  expenses, and  shal l not exceed in the aggr egate the 
amoun t of $2,000,000.”

BUDGETARY DATA

None a pplicable .
LEGISLA TIVE HISTORY

OSA budget justi fication.—Page 1-9.
House hearing s.—Not discussed. 
no us e R epor t No. 449.—Not mentioned.
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JU ST IF IC AT IO N OF TH E  AMEN DM EN T

This  par agr aph  has  been included in GSA general provis ions of the  Indep end­
ent  Offices Appropriation Acts each year since 1958. Trans fer s have  been 
effected between operatin g expense items und er this autho rity  duri ng 1958, 1959, 
and  1960 to finance expanded workload in the  receiv ing appropriat ion, which 
could not be ant icip ated  a t the time the budg et esti mates were  prepared . This 
autho rity  gives the  Adm inis trator an extremely limit ed degree of flexibi lity in 
adm inis tering funds app ropriated in ann ual  acts, is c onsis tent with  the autho rity  
vested in him for  contro l of all fund s made ava ilab le to GSA, and  is a pra ctic al 
means by which prescribed functions and  unavo idabl e workloads can be accom­
plished in the  y ear  then  curr ent  w itho ut the neces sity of requ estin g suppleme ntal 
funds.

It  is therefor e rec ommended th at  this p ara gra ph  be r estore d.

GS.-l Amendments Nos. 38 and  39  

I ndependent Offices—General  Provisions, Section 102

PROPOSED AM EN DM EN T

On page  40, line  4 of the bill as reported to the  House, str ike  o ut “or” , an d on 
line 6, change the period to a comma and ins ert  “or to payments to inter agen cy 
motor  pools whe re sepa rate ly set f ort h in the budget schedules.”

BUDGETARY DATA
None applicable.

JU ST IF IC AT IO N OF THE AM EN DM EN T

The Bur eau  of the Budg et prescr ibed a ma jor chan ge in object classif ication  
struc tur e effective Jul y 1, 1961, and brou ght  with in the  object class for  “Travel 
and  tra nsp ort ation  of persons” paym ents to the General Services Adm inis tra­
tion for  interagen cy motor  pool services. Here tofor e, such payments had been 
classified generally  as oth er con trac tual  servi ces ra th er  tha n “tr ave l” and ac­
cordingly  had n ot been considered as fall ing  u nde r estab lishe d travel limi tations.

In its circ ula r No. A-12, dated July  22, 1960, the  Bureau  of the Budge t recog­
nized the  problem created  by this change  by sta tin g “In determin ing subclasses 
for  adm inistrative use, agencies may ma int ain  such dist inct ions as they  deem 
appropr iate , including a  s epa rate  subclass for  ren tal  of vehicles from interagen cy 
motor pools. Agencies may propose specific exclusions of such paym ents from 
travel  limi tations .”

In lett ers  t o the  chairmen of th e House and  Senate Appropr iatio ns Committees 
date d Janu ary 19, 1961, the  Director of the  Bureau of the  Budg et sa id :

“In  orde r to avoid disturbing unduly the lim itat ion s on trav el which Congress 
has  imposed on the  indei»endent offices app rop riat ion  act, paym ents  to inter ­
agency motor pools have  been set for th in a sep ara te subca tegor y in cer tai n 
agencies  covered by th at  ac t, and section 102 of th e act has  been changed  to make 
the  limi tations inapp licable to such paym ents where they are thu s set  for th 
separat ely. ”

Interage ncy  moto r pools were estab lishe d pu rsu ant to section 211 of the  
Fed era l Pro per ty and Adm inist rativ e Services Act and  have i>rovided an eco­
nomical and efficient system for local t ran spo rta tio n of Governm ent personnel and 
property.  The number of Government-owned vehicles is cont inua lly being 
reduced  to achieve  the  objective of oi>erating the  minimum number of vehicles 
necessary for  transa ction of public business.  Acceptance  and util iza tion  by 
Government agencies of motor pools is evidenced by the estimat ed §19 million in 
sales  of such services in fiscal year 1961.

To include  paym ents to interag ency motor  pools on trav el limi tations  in 1962 
would (1 ) include  items which here tofor e had  been excluded, (2 ) tend  to dis­
courag e the use of motor  pool services, and  (3 ) null ify economies achieved  
inasmuch as affected  agencies would have  to esta blish  addi tion al accou nting  
contro ls to cover shutt le-bu s services and int erm itten t use of vehicles on pro j­
ects. It  is believed th at  th e rela ted accounting  would cost m ore tha n the  serv ices 
involved.
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It  is, therefore,  considered essential to the continued successful operation  of in­
teragency motor pools and the economies re sul ting  from the ir operation  th at  th e 
language in the  proposed amendment be re inse rted  in  the bill.

H ouse  Action

Senator Magnuson. And I would presume tha t much of this is 
directed to that $41 million.

Mr. Boutin. I t is, sir.
Senator Magnuson. Now , you have a short statement, and we would 

be glad to hear from you.
Mr. Boutin. Mr. Chairman, and members of the committee, the 

budget estimate for the fiscal year 1962 as contained in the  President’s 
budget was $552,170,000. H.R. 7445 as reported  to the House by 
Report No. 449 provided for $535,390,000 and as passed by the  House 
$510,390,000, or a reduction of $41,780,000 in  our budget estimates.

Senator Magnuson. When you are speaking of your budget esti­
mates for  1962 you are speaking of your amended estimates ?

Mr. Boutin. Yes, sir.
The amendments to the House bill contained in the document now 

before this committee would provide for $553,230,000 or $1,060,000 
more than the original request. This  document details 39 proposed 
amendments to the House bill, and we have another one separate which 
we are presenting this morning, and fund  changes are summarized 
in the attached tabulation.

As indicated in this tabulation, no amendments are being sought 
from House action for the following items: “Payments , public build­
ings purchase contracts” ; “Opera ting expenses, F SS (proceeds from 
sales) ” ; “Operating expenses, NARS” ; “Operating expenses, TPU S” ; 
“Salaries and expenses, Office of Administ rator” ; “Allowances, etc., 
former Presidents” ; and “RFC liquidation  fund (lim itation.)”

Senator Magnuson. Now , dollarwise, these would be eliminated, 
and as I understand, you can live with the House fund in these par ­
ticular  items?

Mr. Boutin. Tha t is correct, sir.
Senator Magnuson. Now , there would be some of these matters we 

want to discuss as to policy.
But we will go bacli to tha t later.
Mr. Boutin. Yes, sir.
Amendments to the House action are being requested only in those 

instances where we believe tha t the changes are justified and are 
necessary to the continued proper management and operation of GSA. 

P ubic  Build ings  Service

Fo r the Public Buildings Service, we are requesting res toration of 
reductions made in funds for operation and maintenance of public 
buildings; for  restoration of author ity and funds for fallout shelters 
both in existing Government-owned buildings and in new Federa l 
buildings to be constructed; restoration of the 5 percent across-the- 
board fund reduction for construction of public buildings; and restora­
tion of the Denver GSA stores depot project.
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Sites  and E xpe nse s

For  “Sites and expenses,” we are requesting restoration of the $5 
million requested in our original estimate. The House Appropriations 
Committee had recommended $25 million for this item but it was 
subsequently stricken on the  floor of the House on a point of order.

Senator  M agnuson. I think we had better—because so many of 
these items are complex and complicated, we had betted sta rt right 
in with the first one, your Public Buildings Service, instead of finish­
ing your statement. We will, however, place the entire statement in 
the record.

(The statement referred to follows:)
Deputy  Administrator’s General Statem ent on E stim ates  of Appropr iations,. 

1962, for General Services Adminis tra tion

Mr. Chairman and members of the committee, the budget estimate  for fiscal 
year 1962 for GSA as contained in the President’s budget was $552,170,000. H.R. 
7445 as reported to the House by Report No. 449 provided fo r $535,390,000, and as 
passed by the House $510,390,000, or a reduction of $41,780,000 in our budget 
estimates.

The amendments to the House bill contained in the document now before this 
committee would provide for $553,230,000 or $1,060,000 more than the original 
request. This document details 39 proposed amendments to the House bill, and 
fund changes are summarized in the attached tabulation.

As indicated in this tabulation, no amendments are being sought from House 
action for the following items: Payments, public buildings purchase contracts; 
operating expenses, FSS (proceeds from sal es) ; operating expenses, NARS; 
operating expenses, TI’US; salaries and expenses, Office of Administrator; al­
lowances, etc., former Presidents; and RFC liquidation fund (lim itat ion ).

Amendments to the House action are being requested only in those instances 
where we believe tha t the changes are justified and are necessary to the con­
tinued proper management and operation of GSA.

For the Public Buildings Service, we are  requesting restor ation of reductions 
made in funds for operation and maintenance of public b uildin gs; for restora tion 
of authority and funds for fallout shelters both in existing Government-owned 
buildings and in new Federal buildings to be constructed; restoration of the 
5-percent across-the-board fund reduction for construction of public build ings; 
and resto ration of the Denver GSA stores depot project. For “Sites and expenses” 
we are requesting restoration of the $5 million requested in our original esti­
mate. The House Appropriations Committee had recommended $25 million f or 
this item, but it was subsequently stricken on the floor of the House on a point 
of order.

For the Federal Supply Service we a re appealing fund reductions made in our 
accelerated item reduction program, in  our supply depot operations, and in the 
general supply fund capital.

Our amendment for the strategic and critical  materials  program proposes the 
restora tion of an amount less than the reduction effected by the House. Changes 
in the rotatio n program since submission of our original estimates make this 
lower request possible.

Additional capital  fo r the working capital fund is essential if we are to operate 
effectively the printin g plants authorized by the Joint Committee on Printing. 
Restoration of our original budget estimate  is requested.

Centralized staff services for all GSA programs are provided through financing 
under the adminis trative operations fund. Each appropriat ion or fund con­
tributes its proportionate share to t he administrativ e operations fund for these 
services. In developing our appropria tion requests, the amount of staff services 
is d irectly related to th e work to be performed for the program involved. There­
fore, if program funds and activities are  increased, related staff costs must be 
increased.
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The rat io of sta ff costs to program costs have historic ally  shown a decrease as 
a result  of improved methods of opera tion and better management. This  trend 
was reflected in our estima tes. The House, however, granted  increases in 
various programs for 1962 but reduced the  requested limitation  am ount  for  admin­
ist rat ive  opera tions to the 1961 level. Res tora tion  of the  House reduc tion in 
the  limi tation amount is requested since we believe that  our orig inal estimate 
is the  minimum amount needed if we are  to render  the  basic services required 
by operating programs.

These amendments, we believe, are  sound and  well justi fied and the  approval 
of your committee is solicited.

We apprecia te the  opportunity of appearing before your  committee and  are 
ready to answer specific quest ions on the amendments conta ined in the document 
now before your committee or on any other e lemen ts of our appro pria tion  requests 
for 1962.

Status of estimates of appropriations, 1962
[In  tho us an ds  of dollars]

1962

App ropr ia tio n ite ms Bud ge t
es tim ates

Ho use bi ll Ch ang e in 
(pa sse d) Ho use  bi ll

Re comm ended

Res tora­
tio n

Tot al

Op era ting expenses, PB S ________________
Rep air an d im pr ov em en t_______________
Co nstru cti on , p ub lic  bu ild ing s p roje cts........

Fa llo ut  she lte rs (in clu ded above)...........
Sit es and expenses , pu bli c build ing s projects 
Pa ym en ts , pu bl ic  bu ild ing s purch ase  con­

trac ts _______ ____ ____ ______ ________
Co nstru cti on , Fe de ral Ofllce Bu ild ing  No.

7, Wa shing ton , D .C __________________
Op era ting expense s. FS S________________

Di rect a pp ro pr ia tio n___ ____________
Pro cee ds from sal es_________________

Expen ses , s up ply d is tr ib ut io n_____ ____
Gener al sup ply fun d (add ition al  capi ta l). . .
Op era ting expenses, N A R S______________
Operatin g expenses, T P U S ______________
Strat eg ic a nd  crit ica l ma teria ls ....................
Salaries an d expenses, Office of Admin is­

tr a to r................ ............ ..................................
Allowances , et c., form er P re side nt s........... .
W ork ing  capi tal  fu nd___________ ________
Adm in is tra tiv e opera tions  fund  (limi ta­

tion)__________ ____ _________________
R FC  liqu idat ion fun d (li m ita tio n) _______

$17 6,000.0 
60 ,00 0.0  

181 ,325.0  
(6 ,27 0.0 ) 
5,0 00 .0 

5,2 00 .0

26 ,17 5.0  
(7,672.0 ) 
3,7 37 .0  

(3,935.0 ) 
29 ,37 4.0  

8,0 00 .0 
14,159.0  
2,5 00 .0 

40 ,00 0.0

250 .0
300 .0
150.0

(14 ,864.0 ) 
(42. 5)

$17 0,000.0 
58 ,00 0.0  

171 ,600.0  
0

•0

5,20 0.0

23 ,70 0.0  
(7,38 5.0 ) 
3,45 0.0 

(3 ,93 5.0 ) 
27 ,37 5.0  

4,0 00 .0 
14 ,000.0  
2,47 5.0 

30 ,00 0.0

290 .0
300 .0

0
(14 ,268.9 ) 

(42 .5)

—$6,000.0
-2 ,0 0 0 .0  
-9 ,7 2 5 .0  

'- 6 ,2 7 0 .0 )  
-5 ,0 0 0 .0

-2 ,4 7 5 .0
(- 28 7.0)
-2 87 .0

-1 ,9 9 9 .0
-4 ,0 0 0 .0

-1 5 9 .0
-2 5 .0

-1 0 ,0 00 .0

+ 40 .0

-1 5 0 .0  

(- 595 .1 )

To tal . 552 ,170.0 510 ,390.0 -4 1 ,7 80 .0

$6 ,00 0.0
2,00 0.0

12 ,24 6.0  
(6 ,27 0.0 ) 
5,0 00 .0

2, 475.0 
(287.0) 
287 .0

1,9 99 .0
4,0 00 .0

8,68 3.0

150.0 

(595 .1)

42 ,84 0.0

$17 6,000.0 
60 ,00 0.0  

183 ,846.0  
(6,270.0 ) 
5,000.0  

5,2 00 .0

26 ,17 5.0  
(7,67 2.0 ) 
3, 737.0 

(3 ,93 5.0 ) 
29 ,37 4.0  

8,0 00 .0 
14 ,000.0  

2,4 75 .0 
38 ,68 3.0

290.0
300 .0
150.0

(14,864.0)
(42.5)

553 ,230.0

1 $25,000,000 eli minated  on floor of House  by  po in t of order.

Operating E xpenses, P ublic Buildings Service

Se na tor  Magnuson. The  firs t amend ment is on page 11 whi ch the  
committ ee members will find in the ir  gra y book.

Pa ge  15, l ine 25, you  st rik e o ut $170 million and ins ert  in  l ieu there­
of  $176 mi llion .

Now, tell us ab out  that.
Mr. Bout in. I f  I  may, Mr. Ch air ma n, I  would like  to h ave  Colonel 

Wa llac e------
Se na tor  Magnuson. Wh oev er yo u wish.
Mr. Boutin . I wou ld like  to have Colonel Wa llac e spe ak to  that . 

He is t he  C omm issio ner of Publi c Bu ild ing s Service.
Se na tor  Magnuson. Come r ight  u p here , Colonel.
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P ublic B uil din gs  Service

Mr.  W allace. The effect of  the  reductio n of  $6 mil lion  in thi s fund  
would  seriously han dic ap ou r opera tions fo r thes e reasons. We  will 
st a rt  operat ing  29 new bu ild ing s thi s year  and next,  which will  re ­
qu ire  $41/2 million.

Se na tor  Magnuson. $4b t m illion plus.
Mr.  W allace. $4% mil lion  p lus.
Ou r increase  in ren ts, on renewal of leases th at  expire , will run $1.1 

mil lion .
Th e increased  cost in  ut ili tie s due to ai r cond itio nin g, elec tron ic 

da ta  processing  mac hines and  incre ased  consu mp tion gen era lly , will 
run $1.2 m illion .

The Hou se ap pa rent ly  allow ed only $800,000 fo r thes e purposes, 
which wil l leave a net de ficit  of $6 million.

The ques tion  the House  rais ed,  was why could n’t we give  up more 
leases. We will  p ick up  a rou nd  3 mill ion squ are  fe et in new const ruc ­
tion. Th is will enable us  to  give up  1,200,000 fee t of space, about h al f 
leased and ha lf  Governm ent-owned. Other  agencies will  give up 
abo ut 600,000 squa re feet t hat  they  were f inancing.

In  othe r words, we will  ga in  in space about on e- th ird  of 3 m illion 
square fee t to  pro vide for  expans ion  in the agencies.

I I E W  AN D NASA

To illus tra te  my po int , II E W  and  NA SA  are  now in Governmen t- 
owned bui ldings. We  intend ed th at  when  they  moved to Fe de ral  
Office Bui ld ing 6, we would a ssign oth er act ivi ties to the Gov ernment-  
owned space  and reduce lease space. They have expanded now to 
where we can not move them  ou t of Government-owned  space, must 
re ta in  the leased space in the  Di str ic t of Co lumbia.

TOTAL SPA CE LEASED

Se na tor Magnuson. Let ’s ge t th is in pers pec tive . Can  somebody 
ei ther  tell us now o r p ut  in  the  reco rd how many squ are  fee t the Gov­
ern men t leases u nd er  you r shop ?

Mr.  B outin. To tal  ?
Se na tor Magnuson. To tal .
How man y square fee t have come into  being by new build ing s since 

1961 budget, fiscal 1961, or  wil l be there by next year?
Mr.  W allace. We are  now le asing  22,935,000 square feet.
Se na tor Magnuson. Th at  is a ll over t he  cou ntr y ?
Mr.  W allace. Yes, a lmost 23 m illion.

SPA CE LEA SED  IN  DIST RICT OF COLUMBIA

Se na tor Magnuson. An d have somebody bre ak  down fo r us how 
much o f th at  is in the Di str ict  of  Columbia . I f  you haven’t got  it  r ig ht  
here  you can p ut  it  in the reco rd.

Mr.  W allace. We h ave  it,  sir.  In  the Dist ric t, 2,832,000 squa re feet .
Se na to r Magnuson. Of the 23 million ?
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Mr. W allace. Yes, sir.  An d in 1962 we will  h ave  22,305,000 square  
fee t of  leased space, wi th no chan ge in the  D ist ric t.

Se na tor  Allott. W ha t is th at f rac tion, 22 what ?
Mr.  W allace. 22,305,000 of  which  2,832,000 square feet are  in the  

Dis tr ic t, and  19,473,000 ou tsid e the  Dis tri ct  of Columbia,  t he decrease 
fro m 1961 is ou tside the  Dist ric t.

Se na tor Magnuson. The decrease is fro m new bu ild ing s coming 
int o being or consolidat ion  or  o the r fac tor s out side the Di str ict ?

Mr . W allace. That  is ri gh t.
Se na tor Magnuson. The Dis tri ct  leasing wil l rem ain  the  same, ac­

cordi ng  to you r est imates.
Mr. W allace. Tha t is r ight .
Se na tor Magnuson. Pro cee d to tell us, if  you have got 2 mil lion  

squ are  feet less in the  lea sin g space why  you need  th is  e xt ra  amoun t 
fo r opera tion.

Mr. W allace. When we tak e over the  operat ion  o f those new bui ld­
ing s—

Se na tor  Magnuson. I t  costs you ju st  the  same ?
I  mean , then  the  op erat ing expenses fa ll  to us ra th er  than  the 

lessor  ?
Mr . W allace. That  is r ight .
Se na tor Magnuson. An d th at  is why you  need  th is  ext ra  amo unt?
Mr. W allace. Yes, sir.
Mr . Boutin. Also , Mr. Chairma n, as othe r leases  exp ire  and  we 

nego tia te a rene wal , because of increased costs the leases are  at  a 
high er  rate , w hich is a  co ntr ibuti ng  fac tor.

Se na tor  Magnuson. We are  just ta lk ing abo ut op erat ing expenses 
now, le t’s s tick to th at , because, as I say, it  gets pre tty com plicated  
unle ss we do.

So th at  in op erat ing expenses  you are  ask ing  fo r the  $6 mil lion  
more?

Mr. W allace. Yes, sir.
Whic h would include the operati ng  expense, plu s the increased  

ut ili tie s, p lus  the  inc reased cost o f leases.
Se na tor  Magnuson. Well, the  Hou se says,  the  estimates  include 

$4.2 mill ion to opera te newly con stru cted bu ild ings  in 1962, bu t they  
reflect only a  $2,500,000 decrease fo r released space.

Mr. W allace. Yes, sir.  Th ey  gave us  c redi t fo r th at  in  th ei r es ti­
mates.

Se na tor  Magnuson. They gave  you cred it fo r th at —the released  
space is  the  lease space th at  you are  releasing?

Air. W allace. Th ey took the  $2,500,000 cr ed it fo r released  Go ver n­
men t owned and leas ed space.

Se na tor  Magnuson. But  you feel—now, wh at  would  be the  to ta l 
lea sin g operat ing —the to ta l space occupied  by the Gov ernment in 
1961 as com pared to w ha t you  are go ing  to have in 1962 ?

Air. W allace. In  1961 it  is 86 m illion squ are  fee t, rou ghly—I can 
giv e you  the exa ct figu res when I ad d them up—in 1962 it  will be 
ab ou t 88 m illion plus.

Se na tor  AIagnuson. Five  mil lion  more?
Air. W allace. Alaybe we had be tte r ge t the exa ct figures here.
Se na tor  AIagnuson. Yes.
Air. W allace. Governme nt-owned space, 62,382,000 squ are  fee t 

fo r 1961.
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Leased space , 22,935,000.
Se na tor  Magnuson. I t add s u p to  rough ly 85.3.
Tha t is 1961.
Mr. W allace . Yes, si r;  exclusive of  lease-purchase space.  On the  

sam e bas is fo r 1962 the re is 64,955,000 squ are  fee t in Government - 
owned  bu ild ings  and 22,305,000 squ are  fee t of  leased space .

Se na tor  Allott. 87,260,000.
Mr.  W allace . Yes, sir ; fo r bo th  Governm ent owned an d leased 

space.
LEASE-PURCHASE BUILDINGS

Th en we have  a line  item fo r lease-purchase b uil din gs  i n addi tio n to 
th a t figu re, which would be 1,049,000 sq uar e fee t in 1961.

Sena tor  Allott. 1,049,000?
Mr. W allace . Yes. An d in  1962,1,269,000.
Se na tor  Magnuson. So you ha d close to 89 m illi on squ are  fee t for  

1962—88 plu s, a nd  in 1961 you h ad  85, an d you h ave  got  3 millio n m ore 
squ are  fee t to tak e care  of, wh eth er it  be Gov ernment-owned  or  the  
expenses o f lea sin g and  th at  so rt of th in g ?

Mr. W allace . Yes, si r.
Se na tor  Magnuson. Now , is th at  due  to  added employees , or  ju st  

ad de d space?
Mr. W allace . Part ly  to  added employees , an d pa rt ly  to  some im­

pro ved w orkin g con ditio ns.
Se na tor  Magnuson. Sto rag e?
Mr. W allace . Y es ; and othe r activit ies .
Se na tor  Magnuson. We hop ed when we spent a lot  of  money fo r 

new bu ild ing s th at the y are  a  l it tl e be tte r spacewise th an  some of the  
old  ones.

SPACE FOR ELECTRONIC DATA PROCESSING

Mr.  W allace . An d a lot  of  it  goes to  electronic  da ta  processing , 
which  requir es a lo t of  room.

Se na tor  A llott. As th e p ictu re  develops, as I  see i t, despi te the new 
bu ild ings  cons truction, the leasehold is inc rea sing?

Mr. W allace . No, s ir-----
Se na tor  A llott. And wh at is t he  ac tua l increase  between 1961 a nd  

1962 in leased space?
Mr. W allace . 630,000 square  fee t decrease.
Se na tor Allott. Decrease?
Mr. W allace . Yes, s ir ; in square  foo tage .
Se na tor  A llott. An d how much hav e you  increased  by  way  of 

const ruc tion?
Mr. W allace . In  con stru ctio n cost?
Se na tor  Allott. No, in footage .
Mr. W allace . I t is 2.903, less 566.000------
Se na tor  Allott. I  don ’t know  wh at you mean by tho se figures. 

W ha t do th ey  mean,  2,093, or 2 millio n ?
Mr. W allace . 2,557,000 net squ are  fee t m ade  up  o f 2,903,000 s quare  

feet in new bu ild ing s and  220,000 squ are  fee t in lease-purch ase  space, 
less 566,000 square  fee t released  in  Government -ow ned  bu ild ing s.

Se na tor  Allott. W ha t I  am try in g to ge t a t, in o ther  words , yo u sa y 
you  ha ve decreas ed the  lease h oldin gs  by  610,000.
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Mr. Boutin. 630,000 square feet. And you have increased the area 
in Government-owned buildings by how many ?

Mr. Wallace. 2,557,000 net square feet.
Senator Allott. So despite the fact tha t you have increased the 

space available by 2,600,000 feet, you are still running out of space 
for the Government ?

AGENCY EX PA NS IO N

Mr. Wallace. That is right, sir.
Tha t is par tly due to the Post Office Departm ent moving out of old 

buildings which they have operated into the new buildings. The old 
buildings are either converted or  disposed of. Also, there is a time 
lag in moving from the old to the new buildings, and some agency 
expansion, particular ly in the CIA, NASA, FAA, and the courts. 
We contemplated th at the new buildings would take care of all the ir 
needs, and the space they would give up in Government-owned space 
could be reassigned and that we could cancel more leases.

But they have expanded now to where we cannot give up as much 
leased space as was contemplated.

Senator Magnuson. You are asking for 6 million to  take care of 3 
million more new responsibilities tha t you have ?

Mr. Wallace. That is right.
MAI NT EN AN CE  COSTS

Senator Magnuson. So that is $2 per square foot per year for mainte­
nance ? Is that a little high or low ?

Mr. Wallace. About $1.50,1 figure.
Senator Magnuson. Is that h igh or low’ compared to priva te owner­ship?
Mr. Wallace. We think it is a li ttle low, based on 80 percent of our 

standard. A 100-percent standard is based upon what industry  uses 
according to the  Building  Owner and Managers Association. So we 
think th at $1.50 is conservative.

Senator Magnuson. That is all maintenance ?
Mr. Wallace. Yes.
Senator Magnuson. So if the building costs $15 a square foot the 

maintenance costs in 10 years would be the cost of the building?
Mr. Wallace. Well, tha t is the operating  cost.
Senator Magnuson. If  the life of the building  is 30 years, you w ould 

have to figure tha t the operating cost plus  the construction cost would 
come to three times—I don’t know’ whether tha t is high or low or 
whether that is good real estate figures.

Senator Allott. I t seems to me it is a pretty high cost of mainte­
nance.

Senator Magnuson. Of course some of  these figures have got to be 
discounted, because there are some older buildings tha t cost more to 
maintain.

Mr. Wallace. Tha t is right.
Senator Magnuson. I appreciate that.
But even a t a dollar , the maintenance would eat up the 30-year life 

of the  build ing twice over the cost of the building
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Mr. W allace. Mr. Chairman, that  would be the same situation in 
leased space. In some cases we have got to lease buildings and the 
owner will not operate them, so we have got to opera te them.

Senator  Magnuson. There are some leases which you make which 
you take over the whole operation ?

Mr. Wallace. That is right.
Senator  Magnuson. 1 don’t know whether tha t is high or low, but 

it is interesting.
Mr. Wallace. Mr. Rantzow will take over on that.
Mr. Rantzow . According to the Build ing Owner & Managers 

Association, in 1960 their  cost of operation, which included utilities, 
cleaning, elevator operation and maintenance, was $1.60 per square 
foot as compared to our budget of $1.50 per square foot for the new 
buildings.

Senator Magnuson. Of course they have to add insurance.
Mr. R antzow . No, sir, this was just  the operating cost.
Senator  Magnuson. Well, maybe that  is a good figure. I wouldn’t 

want to compare that with the operating cost per square foot of this 
Capitol. Tha t never ends.

We are glad to have that  comparison, because I do think tha t the 
Government has some advantages in these things and they should be 
under the private operation and maintenance.

R ep air  an d I mpr ovem en t of P ubl ic  B uil d in g s

Now, le t’s go to the next item, “Repair  and improvement of public 
buildings.”

The comm ittee has approved—
I am reading from the House report—
$58 million to renovate public buildings, which is the  same level as 1961.

The committee has disallowed aga in the  request for  2 million  to make  alt era­
tions to existing buildings to provide fa llout shelte rs.

Now, what—are there amendments on that, too ?
Mr. Wallace. On that one item.
Senator  Allott. On the fallou t ?
Mr. Wallace. Yes.
Senator  Magnuson. The first amendment was on page 15, line 25, 

which we just were discussing, is that correct?
Yes, tha t is $6 million we were just discussing.
Mr. Wallace. Yes, sir.
Mr. Turpin. Mr. Chairman, the first amendment just deals with 

“Opera ting expenses, Public Build ing Service,” and tha t does not 
involve the fallout.

Senator  Magnuson. Tha t is right.

FALLO UT PROTECTION IN  EX ISTING  BUIL DINGS

And the next amendment involves GSA amendment, suggested 
amendment No. 2 on page 16, line 15, afte r the semicolon, add con­
struction of fallou t shelters, and increase the bill by $2 million.

Mr. Boutin. Mr. Chairman, if you will refer to page 13-----
Senator Magnuson. I am on page 13.
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Se na tor  Allott. li e  is re fe rr in g to  t he  page in the  bill . We  have  
to  work  w ith  th e bill .

Mr. B outin . I see. Mr. Ch airma n, on th is  item  of  $2 mi llio n-----
Se na tor  Magnuson. Se na tor  Allo tt has asked the que stio n firs t, 

whe re is t hi s going  to be spent, if  i t is g oin g to  be s pent ?
Mr. B out in. We have  asked fo r the  res tor ati on  of th is  item  at  th e 

reques t of the Di rec tor  of the  Office of Civ il Defense Mobili zation,  
Mr. El lis , and because it is, of  course, in line  wi th  the Pr es id en t’s 
addre ss of  May 25, 1961 to the jo in t session o f Congress.

Se na tor  Magnuson. I see. Mr. Ell is  is here.  We will be gl ad  to 
he ar  fro m h im on th is.

Mr. E llis . Yes, sir.
Se na tor  M agnuson. Do you  wa nt  to addre ss yours elf  to  th at , Mr. 

El lis ?
Mr. E llis . I wou ld he very gr at ef ul  fo r th at , Mr.  Ch airma n.
Members of the  committee,  may I  rea d a very shor t sta temen t in 

the  reco rd, if  the  Ch air ma n pleases?
A feAV days ago I  had the pr ivi leg e to be her e to discuss the  1962 

ap prop riat ion fo r the Office o f Civ il and Defense Mobilization.
Now, my purpo se in re tu rn ing tod ay is to discuss with  you a sub ­

jec t which I conside r, and  the  Pr es iden t considers, of  vi tal  im por­
tance to the  shelt er pro gra m,  th a t is the  provis ions in the  indepe nd ­
ent, offices a pp ropr ia tio n fo r fa llo ut  s he lte rs in Federal  bui ldings.

Now, there  are  t hre e requests incl ude d in the  am end ments  requested  
by GSA. Th e $60 mill ion whi ch GSA requ ests  fo r re pa ir  and im­
provem ent  o f Fe de ral  b uildin g, $2 m illion of  which  is f or  th e purpose 
of ma kin g alt erat ions  in ce rta in  ex ist ing  Federal  bu ild ing s to pr o­
vide  fa llo ut  she lter .

HO USE ACTION

Th e Hou se disa llow ed the  $2 mil lion  reques ted in spi te of  the  Pr es ­
ide nt’s specific  reques t in his  addre ss to the jo in t session of  May  25, 
1961, th at  th is  pro gram  be ini tia ted .

Th e second shelt er requ est appe ars un de r “Construc tion pub lic  
bu ild ing s pro jec ts,”  and  I w’ould like to deal  with th at  at  the same 
time. I th ink it wo uld  save the time  of  thi s com mittee.

In  this  a pp ropr ia tio n,  GSA requ ested $181,325,000 o f w hich $6,270,- 
000------

Se na tor  Magnuson. I  was go ing  to  sug ges t th at  Ave separat e these 
items.

Mr. E llis . I  wil l, sir. Shall  I  sepa rat e them and no t discuss th at  
at the  presen t tim e ?

Sena tor  Magnuson. I  th ink we ough t to discuss vour  reques t fo r 
$2 mil lion  on ex ist ing  f acil ities, and then Ave Avill go to the neAv ones.

Mr.  E llis . I might  say th at  th e same g eneral rem ark s t hat  I  would 
make  Avould apply  to she lter s in both neAv and  ex ist ing  bui ldings.

Se na tor  M agnuson. The gen era l rem ark s would be a pp lie d to lioth.
Air. E llis . T o all of these requests , and the y are  thr ee  in num ber , 

inc lud ing , as I  ju st  poin ted  ou t, the $6,270,000 fo r construct ion  o f new 
Fe de ral  build ing s, an d the  $1,227,000 w hich applies to Fe de ral  Office
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Building No. 7 of GSA’s requested appropriation,  wherein they seek 
the installa tion of a fallout shelter in the proposed White House Office 
Building, which is to be constructed.

Senator Magnuson. That  is, j ust for the sake of the record, is over 
at No. 7, that is that long argument tha t we have had about that. 

P rep ared  Sta tem ent

Mr. E llis. Yes, sir. Mr. Chairman, I  would like to submit my pre­
pared statement for the  record.

(The statement referred to follows:)
Statement by Mb. F rank B. E i.i.is , D irector, Office of Civil  and  Defense 

Mobilization

Mr.  Cha irm an  an d mem be rs  o f th e co mmitt ee , th ere  are  th re e specif ic re qu es ts  
fo r sh el te r fu nd s in  th a t p a rt  of  the bi ll co nc er ni ng  th e G en er al  Se rv ices  Adm in­
is tr at io n . The  G en er al  Se rv ices  A dm in is tr at io n is re qu es tin g $60 mill ion fo r 
re pair  an d im pr ov em en t of Fed er al  bu ild ings , $2 mill ion of  which  is  fo r th e 
purjHise  of  mak in g alt e ra ti ons in cer ta in  exis ti ng  Fed er al  bu ilding s to  prov ide 
fa llout sh el te r.  The  Hou se  di sa llo wed  th e  $2 mill ion re qu es te d in  sp ite of  
P re si den t Ken ne dy ’s spe cif ic requ es t, in  his  addre ss  to  th e jo in t sess ion of Con­
gr es s on  May  25, 1961, th a t th is  p ro gr am  be in it ia te d .

Th e sec ond sh elt er re ques t ap pe ar s unde r “C on st ru ct io n,  pu bl ic  bu ildi ng s pro j­
ec ts ,” w he re in  GSA re qu es te d $181,325,000, of  which  $6,270 ,000 was  fo r th e  pu r­
pos e of  in co rp or at in g fa ll ou t sh el te r in 16 o f th e  new bu ilding s to  be co ns truc te d.  
Th e su ms re qu es te d will  pr ov ide sh elt er in  ev ery ap pro pri a te  new bu ildi ng  fo r 
which  co ns truc tion  fu nds a re  be ing  so ug ht . T he  Hou se  di sa llo wed  th e to ta l 
am ou nt  re qu es ted fo r sh el te r.

The  t h ir d  sh el te r re qu es t ap pea rs  under  th e ite m fo r th e “ C on st ru ct io n of Fed ­
era l Office Bui ld in g No. 7,” whe re in  GSA  re qu es te d a to ta l of  $26,175,000, of 
which  $1,277 ,000 w as  fo r th e pu rp os e of  inco rp ora ting  fa ll ou t sh el te r.  T he Ho use 
disa llo wed  th e am ou nt  re qu es te d fo r sh el te r.

I am  he re  to ur ge  re st ora tion  of  th es e sh elt er fu nds so as  to  in it ia te  w ithou t 
de lay th e pr og ra m  ca lle d fo r b y t he  P re si de nt .

The  re qu es ts  fo r sh el te r fu nd s by GSA w er e no t m ad e a t or  by  th e re qu es t 
of  OCDM, but w er e mad e in  ord er  th a t we  may  carr y  ou t th e adm in is tr a ti on ’s prog ram.

Mo reo ver, I be lie ve  th es e re qu es ts  a re  i n co nc er t w ith th e des ir es  of  t he  A mer i­
ca n peo ple . Bo th  be fo re  an d a ft e r th e P re si den t’s st at em en t,  my  ag en cy —no t to  
men tio n S ta le  an d loca l civi l de fen se  offices , has  been  de luge d by le tt e rs  from  
pri va te  or ga ni za tion s an d ci tiz en s fro m al l w al ks  of li fe  su pp ort in g th e  P re s i­
den t’s po si tio n on sh el te r,  re qu es tin g in fo rm at io n on w hat th ey  ca n do,  an d loo k­
ing to th e Fed er al  Gov ernm en t fo r le ad er sh ip  in  th is  m att er.  The  peop le a re  
be ginn ing to re al iz e th e wi sdo m an d good co mmon sense of sh el te rs  again st  th e 
po ss ib ili ty  of  enem y at ta ck .

P u t yo ur se lves  in  th e ir  pla ce . W hat wou ld be you r re ac tion  whe n urg ed  by 
th e Fed er al  Gov ernm en t to  bu ild  a sh el te r w he n th e Gov ernm en t it se lf  has  not 
pr ov id ed  sh el te r in it s ow n fa ci li ties . Let  me  po in t ou t th a t th es e sh el te rs  w ill  
be  a va ilab le  to  t he pu bl ic  a nd n ot  ju s t fo r G ov er nm en t w or ke rs .

Ho w ca n we  e xp ec t th e  Amer ican  p ub lic  t o ta ke us se riou sly whe n in  th e ir  eyes 
we f a il  to  pr ac ti ce  w hat we  pr ea ch ?

More im port an t th an  dol la rs  sp en t or  liv es  sa ve d in  th es e few sh elt er pro je ct s 
is  th e im pa ct  th a t they  wo uld ha ve  on  th e peopl e, th e  ex am pl e th ey  wou ld  se t 
fo r othe rs .

The re  wi ll be la te r re que st s by th e P re si den t co nc er ni ng  sh el te r.  H e is  no t 
at te m pt in g,  by th e sm al l am ou nt s re qu es ted in th is  bil l, to  giv e m er ely toke n 
lip se rv ice to  th e m att e r of  sh el te rs . R at her,  he  is  as ki ng  th a t we  not pas s up

71036—61----- 25
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any oppo rtunity to set an example  by including she lter  in every appropriate 
Federal  buildin g under const ruction or improvemen t. If  funds  a re  to be denied 
for  these  shelters merely on the grounds of economy, or on ground s th at  the 
shelters may never be needed, I say to you th at  this  is as foolish as eliminating 
fire doors, spr ink ler systems, extin guish ers, and  all other methods of preve nting 
and combati ng tires in these buildings. The re may never  be a tire but can we 
afford to tak e the chance? Similarly, ther e may never be an at ta ck ; or, even if 
there should be one, these pa rtic ula r buildin gs may not be affected. But they 
might  be. and  I thin k we have the  responsibi lity to prot ect again st th at  possi­
bility  as we do a gai nst  the p ossibility of tire.

Let’s face facts , we must have shelter  in all types of buildings and it  will be 
fa r cheaper to provide those shel ters before the  buildings are  bui lt ra ther  than  
afte rwa rd. Inclu ding shelter in the ini tia l plan s reduces  the cost stil l fur ther. 
This we inten d to do from now on.

Gentlemen, let me summarize briefly my argu men t for  res tor ation of these 
fu nd s:

1. Whether i t is probable  or not, a nuclear att ack upon this  country is po ssib le;
2. Such an att ac k could not be completely repulsed  by our mil itar y forces;
3. The resulting destr uctio n of life and prop erty  could, but  not necessa rily 

would, mean the end of  our na tion al e xis ten ce;
4. A determining fac tor for nat ion al surviv al would thus be the  abi lity  of the 

people to s urviv e and recove r;
5. To assure  their  survi val they  mus t be prote cted  aga inst att ac k effe cts ;
6. The gre ate st dang er faced by most people in a nucle ar att ack would be 

radi oact ive fallout;
7. Fal lout she lter s offer the  best means  of prote cting  the  gre atest number of 

peo ple;
8. It  is impe rativ e, then, th at  we, as a natio n, provide  this esse ntia l form of 

pro tec tio n;
9. This is a respo nsibili ty of everyone, for only by the  combined efforts of all 

levels of govern ment and the people themselv es can adeq uate  prote ction  be 
ach iev ed;

10. To convince the  public of the necessity for  fallout  protection requ ires  more 
tha n logical arg um en t; it requires firm lea ders hip and exa mp le;

11. The most immediate effective way of pro viding  this example i s th e inclusion 
of shel ters in Fed eral  buildi ngs ; and

12. Therefore, the  fundamen tal purpose fo r this  request is to st ar t action  on 
a basic pa rt of the Government’s effort to strength en our civil defense and our 
abil ity to survive.

Before  I close my statem ent, I mus t rai se one othe r issue, namely  section  303 
of thi s appr opriations  bill. This  sta tes  th at  no pa rt of this  app ropriat ion can 
be used for shel ter construction unless  specifically provided. There fore, merely 
restoring the  shelter  funds  which the House deleted would not perm it the Gov­
ernm ent to provide shelte r in these  building s. To enable cons truct ion of these 
shel ters the Senate  must do one of two things. Firs t, it can specifically provide 
for  s hel ter construction in the wordin g of those  sections of the bill dealin g with 
these buildings. This  is done in the  amen dments proposed by GSA. Or second, 
it can simply delete section 303.

If  the section is reta ined  and the GSA amendmen ts accepted, I would ask tha t 
specific wordin g perm itting shelter  also be added to those pa rts  of the  bill 
providin g for oth er Federal construction . These apply to cons truct ion projects 
of the  Fed eral  Aviation  Agency, the Nat iona l Aeron autics and Space Adminis­
trat ion , and  the Vete rans’ Administrat ion.

I suggest, however, th at  it would be fa r simple r and bet ter  merely to delete 
section 303. and I recommend this f or your consideration . For thi s section might 
well inh ibit  other agencies, not a pa rt of this bill, from providing shel ters  in 
the ir new buildings , thus  in effect contr adic ting  the adm inistration’s en tire  effort 
to provide the badly  needed lead ersh ip and example f or this she lter  program.

Again I ask you to resto re these  she lter  funds, to supp ort the  Pre sident ’s 
request and  to reassu re the American people th at  the Congress is not remiss  in 
its  resi>onsibility to provide for common defense.
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(Discussion off the  record.)
R ep air and I mpro vement  of  P ublic  B uil din gs

Senator Magnuson. I think we understand the problem.
There is a  special item here—GSA amendment No. 2-A and 2-B,  

on page 16, line 18, of the bill, you add—
and buildings under the control of ano the r dep artm ent  or agency where alt era­
tion of such buildings is requ ired in connection with  the moving of such other 
departm ent or agency from buildings then, or there aft er to be, under the  control 
of General  Services Adm inist ration—
and I understand tha t this  is a problem in For t Worth,  Tex. You can 
address yourselves to that.

Mr. Boutin. Mr. Chairman, in Fo rt Worth, we have our supply 
depot and records center in rented space. The space is inadequate. 
We have got to move somewhere. To build a new building would cost 
approximately  $7 million. We would like to go on a permi t basis 
into the Fo rt Worth General Depot where, for a much smaller amount 
of money, we can remodel the buildings to fit our  needs. But in order 
to pay certain expenses in connection with that , we have been advised 
by GAO, tha t this language is required.

Senator Magnuson. Tha t doesn’t add anything dollarwise, in fact 
it saves money.

Mr. B outin. We are going to save an estimated $5 million by the 
move.

Senator  Magnuson. All right.

Constr uct ion , P ubl ic B uild ings  P rojects

Senator Magnuson. Now, GSA No. 3, on page 17, line 3, of the bill, 
deals with fallout shelters in new buildings, buildings under con­
struction ; is that  correct ?

Mr. Ellis. Yes, sir;  tha t is correct. And it is to be read in con­
nection with the-----

Senator Magnuson. And on page 16-----
Mr. Turpin. Mr. Chairman, amendment 3 is really a technical 

change in the language.
Senator Magnuson. That  is a language amendment which would 

be needed if we ca rry out amendment No. 4, is th at correct?
Mr. Turpin. Tha t is correct, sir.
Senator Magnuson. Let’s go to page 16, amendment No. 4.
Now, these are buildings—are they under construction or to be 

constructed, or what is this list on page 16? These are all new con­
struction ?

Mr. Boutin. These are new buildings to be constructed, tha t is 
correct.

Senator Magnuson. Now, you have got the construction cost, and 
you have got the sites and expenses previously funded. What about 
the fallout situat ion there  of the shelter ?

Tha t is on page—on the next page, the difference in the cost.
Mr. Boutin. Fallo ut protection totals $6,270,000.
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BUILDINGS UNDER CONSTRUCTION

Senator Magnuson. Well, before we get to tha t, let’s take a look 
at the new bui ldings under construction. They amount to $171 mil­
lion, the construction cost, approximately $3 million for sites and 
expenses previously funded, and I understand we are to expend the 
total of $174,538,000 next year, hut you are asking for—this is what 
the House gave you—is that correct ?

Mr. Boutin. $171,600,000 for construction.

Analysis  of GSA Amendment  No. 4

Senator Magnuson. And you are asking for $189,448,000, and on 
page 18 you have listed the new projects tha t the House did not 
agree to, is tha t correct ?

Afr. Turpin. We have listed the revised amount, yes, sir, for each 
project that  the House did not agree with.

Mr. Boutin. Each of those projects were reduced 5 percent, Air. 
Chairman, with the exception of the New York project where there 
was an increase, and the fallout was deleted.

Senator Magnuson. Let ’s get this s traight. On page 16 the list of 
the new buildings for fiscal 1962 to sta rt—this is what the House 
gave you, and on page 18 you are asking fo r these additional projects.

Mr. Turpin. Mr. Chairman, on page 17 and 18 it is the same list 
of projects, hut it shows the amount as passed by the House, and then 
the additional amounts fo r each p roject tha t are being requested for 
the restoration of the amount for fallout of $6,270,000, for the restora­
tion of the 5 percent cut that the House made, totaling $5,783,050, 
and for the one warehouse building in Denver, Colo., in the amount 
of $5,795,000, that was eliminated by the House, making a total for 
this appropriation of $189,448,050. And on page 18 you will notice 
that, a deduct item has been indicated of $5,601,500, leaving a net that  
is being requested in this appropriation of $183,846,000. rI he deduct 
item was an amount previously appropria ted for a project in Phi la­
delphia tha t has now been abandoned. We are suggesting that this 
amount, since it is not, needed for tha t project, be made available to 
finance some of the projects included in this request.

total house allowance

Senator Magnuson. The total the House gave you is $174 million, 
is that correct?

Mr. Turpin. $171 6 million for construction costs.
Senator Allott. What is the $174 million in the last column then? 
Mr. B oton . That is the total of what was previously funded for 

sites and expenses, plus House allowances in this bill fo r construction.
Senator Allott. That includes the sites and expenses item-----
Mr. Boutin. Previously funded.
Senator Magnuson. And you are asking for  approximately $12.5 

million more?
Air. Boutin. $12,246,000, Air. Chairman, for construction.
Senator AIagnuson. And tha t is for what, the new buildings listed 

on 18?
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Mr. Boutin. Tha t would include the one single project tha t was 
deleted by the House for Denver, Colo., for our stores depot, the re­
storation of the 5 percent where it was cut from some of the projects, 
and the fallout  shelters.

S upp ly  Depo t, Denver, Colo.

Senator Allott. May I ask a question. The House cut out tha t 
storage depot a t the Federal center. Do you know what the justifica­
tion was or what occurred in the House to do that ?

I don’t find any—I notice t ha t you have included it, but what I 
would like to know—do you know why they cut it out ?

Mr. Turpin. Senator, tha t is specifically covered in a la ter amend­
ment, but there was no specific reason other than the House said they 
didn’t think it  was feasible to construct it at this time.

Senator Allott. Feasible or necessary ?
Mr. Turpin. I believe the word they used was feasible.

PROJE CTED program

Senator Allott. How long a construction program have you pro­
jected down at GSA ?

Mr. Boutin. Through 1965,Mr. Chairman.
Senator Magnuson. And could you submit tha t list to the com­

mittee?
Mr. Boutin. We can submit it to the committee, Mr. Chairman, 

what we have under construction, and what we project for construc­
tion in fiscal years 1962 and 1963, and what is now pending before the 
Senate Public Works Committee tha t would be for 1964.

Senator Magnuson. I think  if you would just go to 1963, what is 
under construction now, and to be constructed, and then your projec­
tions up to the time of your appropria tion authorizations.

Mr. B outin. We will be g lad to put tha t in the  record, Mr. Chair­
man.

FALLOU T PROTECTION

Senator  Sciioeppel. Could T ask a question at th is point here? The 
Chairman asked the question or made the  s tatement tha t in this  new 
construction program in the construction of these new buildings— 
is it  or is it  not true that in the design of those buildings they have 
taken, are taking into consideration this matter of prope r reinforce­
ment and adjustment to carry out some of the protective features with 
reference to the fallout and all those things, these shelters, is or is not 
that, true  ?

Mr. B outin. Mr. Hunter, do you want to answer that  ?
Mr. Hunter. Our legislation last year did not permit us to  spend 

any of the funds appropriated for the design or the use of  built-in  
fallout shelters. Consequently, we are only going so far  as we can de­
sign into these buildings protection without added cost.

Senator Sciioeppel. In other words, now, in your new construction 
you feel you have been inhibited or prevented from designing these 
newer buildings to take care of th is type of project, and yet when you 
go in and te ar into these build ings at a la ter period to readjust them 
to tha t, you are going to run into a terrific expense, aren’t you?
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Mr. H unter. It  could be much more costly then, than  to do it 
originally, sir.

Senator Sciioeppel. Y ou say your opposition has come from the 
legislative angle, also ?

Mr. Hunter. Section 303 of Public Law 86-626 did not permit us 
to spend funds for the  design or construction of fa llout shelters.

Senator Sciioeppel. If  we are going to go to a fa llout shelter and a 
construction program is going to eliminate tha t feature  of the thing, 
it seems to me to be rathe r shortsighted, because if we are going to go 
into the program tha t has been suggested here by the Civil Defense 
Administration with your department, all o f which is going to cost a 
lot of money, we are going to trip le and quadruple  these original 
adjusting costs in these buildings tlia t you are not permitted now to 
design to take care of it.

DELETION OF PROVISION FOR FALLOUT SHELTERS

Mr. Boutin. If  you will notice, Senator, in this lis t on pages 17 and 
18, that for almost all of the buildings we have provision fo r fallout. 
But these have been deleted in the past.

Senator Sciioeppel. I wanted to get tha t clear.
Some of us know when we have studied the bill that reconstructing 

and tearing  into some of these buildings  costs a whale of a lot of 
money.

Senator Allott. Ju st so I  understand the situation, of your figure 
tha t you have requested here of 174-----

Mr. T urpin. $183,846,000.
Senator Allott. Of 183—have you included the roughly 5 percent 

in tha t figure which would provide the basic foundation and basic 
construction of the  new buildings for protection against fallout?

Mr. T urpin. Tha t is correct, sir, and tha t total is $6,270,000.
Senator Allott. And you are still operating  on the basis of a 

general 5 percent increase ?
Mr. Turpin. A little less than that.
Senator Allott. In  cost ?
Mr. Turpin. Tha t is right, sir.

SCOPE OF PROGRAM AS  COMPARED TO 1961

Senator Magnuson. But you are actually asking for a program of 
$189 million for  next year. And you are cutting out $5.6 million from 
the Philadelphia  project. So the actual cost, even though the program 
would be $189 million, would be $183.8 million?

Mr. Boutin. That is correct, sir.
Senator Magnuson. How does tha t compare with last year ’s new 

building program ? Is it higher or  lower ?
Mr. Turpin. For 1961 there was appropria ted for new construction, 

$165,441,000.
Senator Magnuson. So th at this program is enlarged to the extent 

of approximately  $19 million?
For the next year ?
Mr. Turpin. Approximately, yes, sir.
Senator Allott. Did you say 1965 ?
Mr. Turpin. For 1961, $165,441,000.
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Senator Allott. And you decrease this by 5 million, so that makes 
it 19 million?

Mr. Turpin. Yes, sir, approximately.
Senator Magnuson. And these projects listed are the going projects 

under construction, and they are going to submit to us the projects up 
to 1963, or up to the  point where they haven't  been authorized?

Mr. T urpin. This list includes some of the projec ts for which sites 
and expenses have been previously appropr iated,  the sites acquired and 
the drawings and specifications completed, and which will be ready 
for construction contract.

L is t  of  P rio rit ie s

Senator Magnuson. What Congress wants to know, I think, is wdiat 
we plan now for the next year. We have got this for 1962. Wha t 
about fiscal 1963 and 1964 up to the point  where you are deal ing with 
projects tha t have been authorized or sites and things that have been 
done? In  other w’ords, what we run into up on the floor of the House 
is the  p riorities , “Why isn’t my project in when you are doing this?”

And we want to have that  complete list.
Mr. Boutin. We would be able to give you, Mr. Chairman, a com­

plete list after next Monday for the record. We have met w ith the 
House Public Works Committee and expect to meet with the Senate 
Public Works Committee Monday afternoon. We will then be able 
to give you a complete listing.

Senator Magnuson. Give us the best information you have on that.
Mr. Boutin. I would be very glad to.
Senator Magnuson. All righ t.
(The mater ial requested follows:)

GSA C o n str u c tio n  o f  P u b lic  B u il d in g s  

Summ ary status  of program as of J un e 19, 1961 
[See following schedules for details]

Schedule N um be r of Im pr ov em en t 
pro jec ts cost

(а)
(б) 
(0  
<<f) 
(«)

(/)

Pr oje cts  com ple ted  a nd  oc cup ied ___________________________________
Pr oje cts  und er  con str uc tio n............ ................... ............ ...................................
Proje cts  fu nd ed  as to im prov em en t c ost  no t yet  und er  con str uc tio n-------
Con str uc tio n st ar ts  p ropo sed for 1962 in  GSA  Amen dm en ts to S e n a te .. . 
Ph as ing of s ta rt s on rema ining  auth ori zed pro jec ts:

1963 ......................................................................................................................
1964 ......................................................................................................................

Su btotal
Bu ild ing s p ur ch as ed ....... .............................................. ..................... ..................

Tot al  c ur rent ly  projected pr og ram------------- ------ - --------- ------------

48
31
19
20

35
36

$59,239,534 
228,100,802 

46,977,150 
217,623,050

278,049,000 
232,827,500

189 1,062,817,036
21 37,374,781

210 1,100,191,817
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GSA  P u b lic  B u il d in g s P r o je c ts 
Sc h ed u l e  A .— Projects completed and occupied

A ct ual  o r 
es ti m at ed  
im pro ve ­

m en t costs

D ate
co m ple te d

1. CONSTRUCTION, PUBLIC BUILDINGS PROJECTSA la bam a:
C am de n,  P O  e tc ____ _____ _______ _____ __________
Liv in gs to n,  PO  e tc ............ ...............................

A rk an sa s:  H ot Sp ring s,  PO  C T ._ ................ ...............F lo ri da :
M on tic el lo , PO  e tc ............................
Oc ala , PO  C T . . . . ................................ .......

Ge or gia:  M ill ed ge vi lle , PO  e tc ......... .........................
H aw ai i:  W ai lu ku, PO  e tc _________ ___________ _____K an sa s:

Em por ia , PO  e tc ____ _____ _____ _____________
Lea ven w or th , PO  C T ____ _____________ 7 7 7 7 .........

Loui si an a:
Laf ay et te , PO  e tc ____________________ __________
M in de n, P O  e tc ........ ........... ..................... . .........717”M in nes ot a:
Bem id ji , PO  e tc ....................................... ...................
B ra in er d,  PO  e tc ............................... ...........711”....
M oo rh ea d,  PO  e tc .......................

M is so ur i:  M ob er ly , P O  e tc ____
N ew  Y or k:  Ja m es to w n,  PO  C T ..............
Pen nsy lv an ia : B ea ve r,  P O  e t c . .  . .  ................
Te nn es se e:

C ar th ag e,  PO  e tc .............................................
Laf ay et te , PO  e tc ....................  .........

Te xa s:
Daing er fie ld , PO  e tc ...............................
Oran ge , P O  e tc ............................... ..........1111777.......
Sa n M arco s,  PO  e tc ....................771
Vic to ria , P O  C T . . . .......... ..

V irgi ni a:
Abing do n,  P O  C T ...................................
P o rt sm ou th , PO  e tc .......... .............-777777777W ay ne sb or o,  PO  e tc ......... .............  ....................

W est  V irgi ni a:  R on ce ve rte,  P O  e t c l l l l l l l l l l l l l l l l l l l l l l l l l l l  

S ub to ta l (27 p ro je ct s) ____________________ ____________

„  2. SITES AND EXPENSESIl lino is : Bree se, PO  et c
Ten ne ss ee : Sm ithvil le , P O  etc'.l’.lllllllllllllllllllllllllllll

S ubto ta l (2 p ro je ct s) .....................................................

. 3. LEASE-PURCHASE PROJECTS 1
Georg ia:

A tl an ta , C D C .........................
B ru ns w ic k, PO  C T  .

H lin oi s: Ben to n,  P O  C T . . ..........."1......
Io wa-

B url in ct on , PO  e tc . .
Cou nc il Bluf fs,  P O  C T ........7 ...........K an sa s:
K an sa s C it y , P O  C T ....................
Sed an , PO  e tc ........................771.....

M is si ss ip pi :
Bil oxi, PO  C T ........................................
G re en vi lle,  PO  e tc ....... ....... ............1711.......Lau re l, P O  e tc .......................

N ebra sk a . O m ah a,  P d  C T ____
N ew  H am psh ir e:  D urh am , PO  e tc . .. 77777777 N ew  Mex ico : A lb uquer que.  FO B
S outh  C ar ol in a:  M annin g , PO  e tc ___ 77777777
Te nn es se e:  K in gsp ort , P O  e tc ........................1Tex as : G ai ne sv il le , PO  e tc  - - - - - - - - - - - -
V er m ont:  B url in gto n , PO  C T .......... ..................................
W est  V irgi ni a:  H un ti ng to n , F O B ___ 7777.....W isco ns in : G re en bay , PO  e tc ..............................................

S ub to ta l (19 p ro je ct s) _________________________

G ra nd  to ta l (48 p ro je c ts ).............. .................... .........

$266,102 
268,600 

1,293,800

278,640 
1,17 0,00 0

537,200 
677,000

Sep t.  28,1959 
Oct . 3,1960 
N ov.  30,1960

Ju n e  30,1960 
M ay  1,1961 
N ov.  28,1960 
Feb . 6,1961

532,800 Sep t.  1,1959 
850,906 Ju n e  25,1960

984,176 O ct . 5,1960 
289,133 Oct . 1,1960

987,641 
559,474 
480,516 
488,900 

1,818,397 
329,000

N ov.  21,1960 
Sep t.  1,1960 
N ov.  21,1960 
A pr.  18,1961 
Dec . 6,1960 
N ov. 1,1960

280,430 Dec . 11,1959 
264,230 O ct . 5,1959

209,813 
527,700 
388,7.50 

1,168,9 00

676,500 
2,782,200

326,600 
236,896

18,704,304

Jan . 8,1960 
Oct . 1,1960 
Oct . 1,1960 
A pr . 5,1961

Dec . 14,1959 
A pr.  29,1961 
Feb . 25,1960 
Dec . 1,1959

239,640 Ju n e  1,1959 
231,088 Ju ne  27,1959

470,728

10,150,948
1,005, 588 

810, 744

Ju n e  10,1960 
Oct . 15,1959 
Sep t.  11,1959

1,180,427 Aug . 26,1959 
1,43 2,82 2 Sep t.  1,1959

1,983, 892 
198,340

926,863 
1,017,301

709.908 
7, 597,691

375,220
4,441,6 93

249,687 
741,983 
515,906 

2,482.806  
2. 819,8.50 
1,422,833

40.064,502

59, 239,534

1 Ex cl ud es  9 build in gs purc has ed  duri ng  f iscal ye ar  1960 and  l is te d  o n  s ch ed ul e F .

Oct . 28,1959 
A pr.  25,1959

O ct . 29,1959 
Jan . 27,1960 
M ar.  1,1960 
O ct . 8,1960 
M av  28,1959 •  
M ar . 31,1960 
Aug . 7,1959 
O ct . 5,1959 
Ju n e  26,1959 
Jan . 23,1960 
Dec . 4.1959 
N ov . 3,1959
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S c h ed u l e  B.— Projects under construction

l .

2.
3.
4.
5.

Co nst ruc tion, pu bl ic  buil ding s pro jec ts:
Arizona, Pho enix, C T  F O B ____ ______________________
Ark ansas:

He lena, PO  C T .....................................................................
Li ttl e Rock,  F O B _________________ ________ ____ _

Cal ifornia : San  Fra nci sco , C T FO B............................. .........
Co nnec tic ut : Ha rtf ord,  CT FO B ........... ................................
Ill ino is: Chicago, C T  FO B (demolitio n an d su bs tru ctur e)
Iow a: Fo rt  Dodge, PO  C T ___________________________
Lou isiana: Ne w Orlean s, PO , e tc _____________________
M arylan d:  Den ton,  PO , e tc ___ ____ _____ ____ _________
Minn eso ta:  Minn eapo lis , C T  FO B ____________________
Missouri:

St . Lou is, FO B ____________ ____ _________________
St.  Lou is, R C ______ ____________ ____ ____ ________

Ne w Mexico: Al bu qu erqu e,  OSA, Str s. De p. A n_______
Ne w York:  Brookly n, C T F O B .. .. .......................................
N or th  Da kota:

Dun se ith , BS _____ ______________________________
Qr an d Forks , BS______ __ _______________________

Ohio : Toled o, FO B ____ ______ _____ _____ _____ _______
Oklahoma: Ok lah om a City , C T  FO B .................... . ............ .
Ten nessee : Mem ph is,  C T F O B ___ ___________________
Texas: Ho ust on , C T FO B .................. . .....................................
Virg inia:  Richmo nd , FO B ........... . .......... . .......... . ...................
West Virg inia:

Ch arlest on , C T  FO B ............................................................
M ar tin sb ur g,  PO  C T .................... . .............................. .
Pa rkersb urg,  C T FO B ....................................... . ...............

Wash ing ton , D.C .:
FO B No. 8, FO B ...................................................................
FO B No. 9, F O B ................ ............ . ....................................
FO B No. 10, FO B ......... . ....................................... ..............

Su l,t otal  (27 projec ts)............................. ..........................
Co nstru cti on , U.S. Mission  Bu ild ing , New  York,  N .Y ______
Co nstru cti on , FO B No. 6 Wash ing ton , D.C. , FO B ....................
Site s a nd  expenses: Iow a, Ke osauqua, PO , e tc ______ ____ _
Lease purch ase  pro jec t: Ca lifo rnia , Sac ram ento, C T F O B ____

To tal (31 p roj ec ts) ...........................................................................

Es tim ated  
impro ve­
men t c ost

$5,800,000

792,800
6.279.400 

34,137,600
6,600,000 
6,050,000 
1,662,800 

14,205,263 
414,300 

4,042,430

8, 532,000
5.475.400 

500,000
14,367,100

241,840 
285,650 

4,247.000 
5,202,405 
8,938,637 
9,265,000 
6,085,000

2,803,200 
1,232,000 
2,466,000

12,823,440 
14,152,000 
27,850,900

204,452.165 
3,750,000 

12,600,000 
316,000 

6,982,637

228,100,802

Ta rg et  d ate 
for com ­
ple tion

Ju ly  1,1961

Se pt . 1,1961 
Sept.  14,1961 
M av  18,1963 
Se pt . 3,1962 
Sept.  8,1962 
Aug. 1,1961 
Sept.  1,1961 
No v. 1,1961 
Aug. 1,1961

No v. 3,1961 
Sept.  1,1961 
Oct . 1,1961 
Ju ne  27,1962

Ju ly  1,1961 
Aug . 1,1961 
Ju ly  21,1962 
No v. 17,1961 
Oct . 8.1962 
M ar . 1,1962 
Dec.  1,1961

Sept.  1,1961 
Nov . 1,1961 
Dec . 3,1961

M ar . 10,1962 
Ma r. 23,1963 
Oct . 17,1963

M ay  15,1961 
Ju ne  26,1961 
Aug. 1,1961 
Nov . 1,1961

‘.In clud es  $6,050,000 for demo liti on  a nd  su bs truc tu re , Chicag o, Ill ., C T  FO B.

S c h ed ule C.— Projects fun de d as to improvemen t cost not yet under  construction

CONSTRUCTIO N, PU BL IC BU ILDI NO S PROJEC TS

Arkan sas ; Ca mden, Po, e t c ...................................................... ...................
Cal ifornia : Maywood (Ch eli)  E C .............................. ............ . .......... ..........
Flo rid a: Miam i, FO B ___________________ _________________ ____
Georgia: T homa sville , PO  C T . . . ............................................ .....................
Main e:

Jack man , B S ______________________________________________
Van  Bu ren, BS..... ........................ ............................................................
Van cebo ro, BS____________ _____ _________ __________________

Mass achuset ts:  Hi ng ha m, Str s. De po t & R C ______ _______________
Michi gan : Det ro it,  Ins. HQ  ____________ ________________________
Minn eso ta:  St.  Pa ul , PO  CU  _______________ ____________________
Missouri:  St.  Lou is, (N O IR P) E A C ____ __________ _____ _________
Mon tan a:  Swe etgrass,  BS..................... ................................................ . ........
Nor th  Carol ina : Hickory , PO , E tc _______________________________
Nor th  Dak ota: Bis ma rck , PO  C T ......................... ................... ...................
Texas: El Paso,  B S_____________________________________________
Utah:  Salt Lake C ity , FO B ____ ______________ _____________ ______
Wash ing ton :

Aub urn,  RO , St rs . Dep ot  & R C ____ __________ ______________
Day ton,  PO , E tc ___________________________________________

Wash ing ton , D.C .: U.S . Cou rt of Cl aims  a nd  Cou rt of Cus toms an d 
Pat en t Ap peals  B uil din g.

To ta l (19 p ro jects) .................................................................................. .

Es tim ated Ta rget  d at e for
im pr ov em en t aw ard  of co nst rue -

cost tio n co nt ract

$633,2.50 Septe mb er 1961.
300, nun Au gust 1961.

7,076,2.50 No vemb er 1961.
1,094,000 Se pte mb er 1961.

289,850 No ve mb er 1961.
284,750 April 1902.
254,150 Do.

2,636,000 Oc tober 1961.
874,650 Novem ber 1961.

8,012,000 Se pte mb er 1961.
1,015,000 Fe br ua ry  1962.

586, .500 De cem ber 1961.
967, 800 Ju ne  1961.

3,224,050 October 1961.
1,055,700 Fe br ua ry  1962.
9,240,000 October 1961.

2,776,000 August 1961.
282,200 No ve mbe r 1961.

6,375,000 March  1962.

46,977,150
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Sc h ed ule D.— Construction starts proposed f or  1962 in  GSA amendments  to the 
Senate

Est im at ed
im pr ov em en t

cost

Ta rg et  date for 
aw ard of co nstru c­

tio n cont ract

Alabam a: Decatu r, PO , FO B ____________________________________ $1,443,000 Fe br ua ry  1962.
Cal ifor nia :

Los Angeles, CU , FO B ......................................... . .......... ....................... 30,271,000 Oc tob er 1961.
Long Bea ch area, C U ____________________ ___________________ 2,000,000 Ju ne  1961.

Colorad o:
De nver,  C T, F O B _______________________________ ____ ______ 20,055,000 Oc tob er 1961.
De nver,  QSA  s tore s d ep ot _________________________ __________ 5,795,000 Do.

Georgia:
Fe br ua ry  1962.Sta tesboro, PO , et c.................... . ..................... .......................- ............ . 595,000

Winde r, PO , e tc _____________________ __________ ____________ 525,000 Octob er 1961.
Illinoi s: Chicago , CT, FO B (inc rease)...... .................................................... 33, 710.000 Do.
Mich igan: W ya nd ot te,  PO , e tc ............ . ........ . ................-.............. ............ 424,000 De cem ber 1961.
New  M exico : Sante  Fe , PO , FO B---- --------- ----------------------------------- 2, 600, 000 Novem ber 1961.
Ne w York: Ne w Yo rk,  CU , CT,  FO B ____ _______________________ 60, 917, 050 De cem ber 1961.
N or th  Carolina:

Bryson C ity , PO , C T .............................................................. .................. 833,000 Fe br ua ry  1962.
Thom asv ille , PO ........... ................... .........- ---------- ------------------------ 362,000 Nov em be r 1961.

N orth Da ko ta:  Pe mbina , B S------------- ------------------------------------------ 203.000 Fe br ua ry  1962.
Ohio : Cincinn ati , FO B __________________________  _______ _ _____ 19,267,000 Octob er 1961.
Oregon: Me dfo rd,  PO , etc............................. .................................................. 1,910,000 Ju ne  1962.
Pe nnsy lva nia:

Marc h 1962.Jo hnsto wn , PO , e tc ____________________________ ______ _______ 1,302,000
Leban on,  PO , et c______________ _________________________ ___ 807,000 Do.

Ve rm on t: Derby  Line, B S------ -------------- -------------------------------------- 296, 000 Fe br ua ry  1962.
Wash ing ton , D.C .:

Ju ne  1962.GP O field p la nt ............. ........................... .................................................. 1,627,000
FO B No. 8 ( inc rea se) ................................................................................. ' 6,000, 000 Ja nu ar y 1962.

Sm all pro jec ts o uts ide  t he  Dis tri ct  of Co lumbia.......................................... 500,000 Unsele cted.

Su btotal (19 p roject s a nd  2 inc rea ses )................. ................................ 1 191,448,050
Co nstru cti on , FO B No. 7, W ash ington , D .C ---- ------ ----------------------- 26,175,000 Ap ril 1962.

To tal (20 proje cts  and  2 i nc rease s)............................... ........................ > 217,623,050

1 Inc lud es  $2,000,000 previo us ly ap prop ria ted.
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Schedule  E.— Phasing of starts on remaining authorized projects 1

C onst ru c ti on  a w ar d  
capab il it y

E sti m ate d  
im pro vem ent 

co st

C onst ru ct io n  fu nds re qu ir ed

1963

1. P ro je ct s a pp ro ved  th ro ugh  86 th  C on g. , 
pre vio usl y fu nded  as  to  si te  a nd  ex­
pe ns es :

A la sk a:  Ju n eau , P O , C T _________
A rizo na : Nog ales , B S ..........................
Cal ifor ni a:  B ak er sf ie ld , F O B _____
C onnec ticu t:  W al ling fo rd , P O , et c.  
D el aw ar e:  W ilm in gto n , C T , C U , 

F O B .
F lo rida:

G ai ne sv il le , P O , C T ____ ____
T am p a , F O B . ........................ ..

H aw ai i:
H onolu lu , P O , C T ......................
H ono lu lu , q u a ra n ti n e  st a ti on  

an d  c lin ic .
Id aho : Boi se , C T , F O B .. .............
Il lino is : Chica go , F O B ___________
In d ia n a : Sey m our,  P O , e tc ______
M ai ne: A ugust a,  P O , F O B . . ........
M ary la n d : B al tim ore , F O B _____
M as sa ch use tt s:

B ost on , F O B ________________
W ebst er , P O ________________

M is si ss ip pi :
C la rk sd ale , P O , C T _________
T upe lo , P O , e tc ....... ....................

M is so uri : K an sa s C it y , F O B ____
M on ta n a : B il lin gs , C T , F O B ____
N eb ra sk a:  N o rt h  P la tt e , P O , C T .
N evad a:  R en o, C T , F O B ............ ..
N ew  M ex ico:  A lb uquerq ue , P O ,

C T ........................................................
Ohio:  C le ve la nd , C T , F O B ______
O kl ah om a:  T uls a , P O , F O B ..........
P ennsy lv an ia : P it ts b u rg h , F O B ..  
R hod e Is la nd : Wes te rly , P  O , e tc .. . 
S ou th  C ar olina:  C harl est on , F O B . 
S ou th  D ako ta :

P ie rr e , F O B ...................................
S ioux  F al ls , P O , e tc __________

Ten ne ss ee : D yer sb urg , P O , e tc .__
Te xa s:  A ust in , P O , F O B ________
U ta h : O gd en , C T , F O B ..................
V er m ont:  M ontp el ie r,  P O , C T .__
W ash in gto n: R ic h la nd , P O , C T . .
W yo m in g:  C hey enne,  P O , C T ___

S ub to ta l (36 p ro je ct s) ................ . . .

Ju n e  1962.................. $12,692,000 $12 ,692 ,000
M ay  1 9 6 2 .. ............ 1,37 9,000 1,379,000
F eb ru a ry , 1962___ 1,43 4,00 0 1,434,000
J a n u a ry  1962_____ 924.000 924,000
N ovem ber 19 62 ... . 6,85 4,000 5,8 54,000

M ay  1962................. 2,38 1,000 2,381 ,00 0
A pri l 1962................. 2,4 81,000 2,481 ,00 0

Jan u a ry  1963_____ 22,2 30,0 00 22,230 ,000
Ju n e  1962.................. 1,73 0,00 0 1,730,000

Ju ly  1962..................
19 64 ............... . .........

7,72 4,000
49,6 20,0 00

560,000

7,7 24,000

F eb ru a ry  1962____ 560,000
Ju n e  1962________ 2,680,000 2,6 80,000
O ct ob er  1962......... .. 20,944,000 20,944 ,000

S ep te m ber  1962___ 29,4 12,0 00 29,412 ,000
Jan u a ry  1962_____ 429,000 429,000

M arc h  1962............ 1,281,000 1,281,000
O ct ob er  1961......... . 872,000 872,000
M a y  1962............. . 31,8 26,000 31,826 ,000
J u ly  1 9 6 2 .. .. ........... 5,904,000 5,9 04,000
F eb ru a ry  1962____ 1,556,000 1,556,000
A pri l 1962.............. .. 3,5 79,000 3,579 ,00 0

Ju n e  1962................. 7,572,000 7,5 72,000
N ovem ber 1962___ 42,745 ,000 42, 745,000
Ju ly  1962.................. 8,09 5,000 8,095 ,00 0
Im m ed ia te ............... 21,858 ,000 21,858 ,000
A pri l 1962................. 519,000 519,000
F eb ru a ry  1962........ 2,880,000 2,880 ,00 0

Ju n e  1962.................. 2,734,000 2,734 ,00 0
Ju n e  1962.................. 2,820,000 2,8 20,000
N ovem ber 1961.__ 997,000 997,000
M ay  1962........... .. 10,233,000 10,233,000
Ju n e  1962................. 4,967,000 4,9 67,000
D ec em ber  1 9 6 1 .. .. 1,38 6,00 0 1,386,000
A pri l 1962................
M a y  1962.................

8,21 5,00 0 8,215 ,00 0
5,156,000 5,156 ,00 0

327 ,669 ,000 278 ,049,000

$49 ,620,00 0

49,620 ,000

See footnotes at  end of table, p. 394.
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Schedule E.— Phasing of starts on remaining authorised projects1—Continued

R equ ir ed  for 
si te s an d  ex­

pe ns es

E sti m ate d  
im pro ve ­
m en t co st

C onst ru c ti on  fu nds r eq uir ed

1903 1964

2. P ro je ct s ap pro ved  duri ng  87 th Con g. , u n ­
fu nde d:

Cal ifor ni a:  *C ale xic o, B P S _____________
•L on g B ea ch  Area,  C U _____________

F lo ri da : •J ac ks on vi lle,  F O B ______ ____
•M ari anna , PO , C T  (C R )...................
•S t.  P et er sb urg , F O B _____ ____ _

Geo rg ia : M ac on,  PO , F O B ____________
•I daho : P o rt h il l,  B S . . ..................................
Io w a:  Des  M oin es , F O B .......................... ..
•K en tu cky : ’ Lond on , C T , F O B  ( C R ) ..

♦L ou isvi lle , F O B .....................................
•L oui sv il le , PO , C T , C U  (C R )..........
•O w en sb or o,  PO , C T  (C R ).................

Loui si an a:  ‘ N ew  O rle an s,  P O . C T  ( C R ).
•N ew  O rlea ns , FO B  (C R )...................

•M ain e : H ou lt on , B P  Sec.  H q _________
M ic hi gan : ‘ D et ro it , PO , C T  (C R )........ .

♦G ra nd  R ap id s,  PO , C T  (C R )...........
•S au lt  S te . M ar ie , B S______________

M in nes ota : *I’ige on  R iv er , B S ____ ____
•S t.  P au l,  C T , F O B .................... .........

•N eb ra sk a:  G ra nd  Is la nd , PO , C T  ( C R ).
N ew  H am psh ir e : Con co rd , PO , C T ____
N o rt h  C ar ol in a:  F ay et te v il le , P O , C T . . .  
•N o rth  D ak ota : G ra nd  For ks , P O , C T

(C R ) ................................................................
•O kla hom a:  O kl ah om a C it y , P O , C T

(C R ) ........ . ................................ . ...................
•O re go n:  R os eb ur g,  PO , et c.  (C R ) ...........
P ennsy lv an ia : •H ar ri sb urg , C T , F O B . .

•P h il adelp h ia , C T , F O B .................. .
Te xa s:  ’ De l R io , B P  Sec . H q .....................

♦D el Rio , B S . ............. . ...........................
•F o r t W ort h , F O B . . . . ..........................
•H oust on , P O , C T  ( C R ) .. ..................

•V irgi ni a:  C har lo ttes vi ll e,  H E W  B ld g ..
•W ash in gto n: Spo ka ne , C T , F O B ...........
•D is tr ic t of C olu m bia , F O B  No. 5............

S ub to ta l (35 p ro je ct s) ........ . .......................

$56,0 00 
1,0 10.000  
1.7 58,000  

87,000
922,0 00
802 ,000  

24,0 00 
1,333 ,00 0 

29, 500 
1,8 98,000

114,0 00 
42,000

243 ,000  
125,000  

58,000 
313 ,000 

94,000 
42,0 00 
41,000  

1,553 ,00 0 
42,000 

516,0 00 
455,0 00

45,000

85,0 00 
42,000 

465,000 
2,30 0,000 

52, 000 
42,000 

3,9 77,000  
125,0 00 
162,000 

1,4 82,000  
3,8 00,000

24,134, 500

G ra nd  t o ta l (71 projec ts)

$319,000 
2,24 0,000 
7,81 5,000 

546,000 
4,403,000  
3,532,000  

r. ’s.oon 
9,002,000  

250, ,500 
11,2 02,000  
1,095,000  

295,000 
3,629,000 
1,290,000 

352,000 
4,315,000 

737,000 
270,000 
310,0 00 

10,1 20,0 00 
322,000 

3.520,000  
2,235,000

$319,000 
2,240,0 00 
7,81 5,00 0 

546,000 
4.403,000 
3,532,000  

128,000 
9,002,0 00 

250, 500 
11,202,000 

1,095,000 
295,000 

3,629,000 
1,29 0,00 0 

352,000 
4,31 5,00 0 

737,000 
270,000  
310,000 

10,120,000  
322,000 

3,52 0,00 0 
2,23 5,00 0

325,000 325,000

794,000 
394,000 

7,005,000  
40, 380,000 

483,000 
300,000 

16,623,000  
1,393,0 00 
2,171,000 
7,212,000 

38,200,000

794,000 
394,000 

7,005,000 
40,380,000 

483,000 
300,000 

16,623,000  
1,39 3,00 0 
2,171,000 
7,212,000 

38,200,000

183,207 ,500

510,876 ,500 2 $278 ,049 ,000

183,207,500

’ 232,827,500

1 E xcep t for  pr oj ec ts  in dic at ed  by  an  as te ri sk  (• ),  w hi ch  we re pen din g  before th e  Sen at e P u b li c  W or ks  
C om m it te e on  J u n e  19,1961,  al l pr oj ec ts  ar e fu lly  au th ori ze d .

2 35 p ro je ct s.
2 36 pr oj ec ts .
P ro sp ec tu se s for ad d it io nal pr oj ec ts  w ill  continue to  be  de ve lo pe d p u rs u an t to  th e  P u b li c  B uild in gs A ct  

of  1959. Thes e,  to geth er  w it h  sev er al  p ro je ct s st il l before th e  H ou se  P ub li c  W or ks  C om m it te e,  w il l be  p ro ­
gr am ed  a ft er  a ppro val .

(See later  report on projects approved during  87th Congress,
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Sche dule F.— Bui ldings purchased
1. Pu rchase  of p riv ate ly owned b ui ld in gs :

Los Angeles, Cal if. (F B I Bld g. )__________________________  $950,000
Menlo Pa rk , Cal if., Geological Survey  Ce nte r______________  1, 558, 426
San  Fra nci sco , Calif ., wa reh ou se---------------------------------------  3, 000, 000
Atla nta,  Ga., FOB (P ea ch tre e B aker )------------------------------  5,0 75,000
Boston,  Mass., FOB (Ip swich  S t. )________________________  612,0 00
Greensboro, N.C., FOB (Sou th Ashe S t. )__________________  1,325,00 0
Po rtl an d,  Dreg., FOB (Llo yd Bldg.)---------------------------------- 5,5 84,54 0
Ch arlottesv ille , Va.. FO B_________________________________  462, 500
Pa rkersburg,  W. Va., FOB  (D ils  Bld g. )___________________  1,090,000
Wa shingt on,  D .C .:

1724 F  St. FO B______________________________________  559, 235
119 D St., FO B______________________________________  1, 651,193
1717 II  St., FOB (Matom ic Bld g. )___________________  9,9 00.00 0

31, 767, 894

2. Lea se p urchase con tra ct pr ep ai d:
Rock Isl and, Il l__________________________________________ 1, 553, 047
Jo ne sb oro,  L a _____________________________________________  288, OSS
Lak e Cha rles . La _______________________________________  1,474,304
Redwood Falls , Minn____________________________________ 390, 017
Marshf ield , M o_________________________________________  274,196
Sisseto n, S. Dak ________________________________________  415, 499
McK inney, Te x_________________________________________  293, 057
Te rre ll,  Te x____________________________________________  306, 175
Mount Hope, W. Va_____________________________________  611, 604

5, 606, 887

To tal  (21 bu ild in gs )-----------------------------------------------------  37,374 ,781

S m al l P ro ject s Ou ts id e  D is tr ic t  of Col umbi a

Now, GSA Amendment No. 5 is, fo r the  record, “On page 17 of the 
bill, lines 5 and 6 as reported to the House, strike out sites and 
expenses for.” Explain that.

Mr. Boutin. I would like to have Mr. Turp in talk to that , if I 
might, Mr. Chairman.

Mr. Turpin. Mr. Chairman, the House included authority  in the 
construction appropriation  for sites and expenses and construction 
of small public building projects outside the Distr ict of Columbia 
to be selected by the Administra tor of GSA, and in total not to exceed 
$500,000. This requested amendment merely deals with the language.

We are suggesting tha t the sites and expenses language for these 
small projects be eliminated from this appropriation and then we 
would be permitted to provide the sites and expenses costs from our 
regular appropriation  for “Sites and expenses” from which that type 
of expense is incurred for all construction projects.

It  merely would make the financing of the site and expenses for  
these small projects on the same basis as for the large r ones without 
affecting the amount of money that is included in the bill for tha t 
purpose,
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Sena tor  Magnuson. In  oth er word s, you  tak e care of  s ites and ex­
penses on these pro jec ts in a diff eren t b udget?

Mr.  T ur pin . Dif ferent  approp ria tio n,  yes, sir .
Se na tor  Magnuson. W ha t kind  of proje cts  are  these, ju st  brief ly 

fo r the  re cor d ?
Mr. T urpin . Th is item was add ed by the Hou se in the  bil l, and it  

was only  specified to be fo r smal l public  bu ild ing s pro jec ts out side 
of the  D is tri ct  of Colu mbia, to be selected bv the  Ad minist ra tor . As 
of th is  time, there  have been none  selected, Mr. Chairma n.

Se na tor  Magnuson. Wo uld  it  be a $10,000 pos t office in a sma ll 
town, or  som eth ing  of t ha t kind,  small loca lity  ?

Mr. T urpin . I t  wou ld be fo r sma ll bui ldings, pro bably  inc lud ing  
space fo r po st offices.

Se na tor M agnuson. Som eth ing  of th at  na tu re  ?
Air. T ur pin . Tha t is correct, sir .
Sena tor  Magnuson. Now , also, when you  br ing  up the  bui ldings, 

how m any  are le ft  un der lease-pu rchase ? P u t tha t in.
Mr . Bout in. Tw enty under lease pu rch ase -----
Se na tor  M agnuson. We will  pu t th at  i n the  re cord as p rovid ed f or  

above. Tw enty sti ll under lea se-p urchase ?
Mr.  Bout in. Yes, sir.
Se na tor  Magnuson. Because, as you  know, we are  ph as ing  out of  

lease-p urchase and  we want to know  wh at progress we are  makin g.
All rig ht , I  th ink we un derstand G SA  No. 5.

PROJECT COST LIMIT S

Now, you ha ve G SA  Am endment Nos. G throug h 26.
Air. Boutin . Th is is a gro up of  c ompan ion amendmen ts to amend­

ment No. 4 th at  re stores  the  5 perce nt th at  w as c ut by the House, with  
the  exce ption of the New Yo rk pro jec t whe re the  am ount was in ­
creased because it was not fe lt  the  amount in the  budget was su f­
ficient to accom plish t he pro ject , r estore s f all ou t, and  th e D env er Su p­
ply  D epot.

Sena tor  AIagnuson. Th is b reaks i t down in to se parat e amendm ents ?
Air. Bout in. Yes, sir.
Se na tor  AIagnuson. I f  we should  decide to res tore the am ount to 

br ing  i t u p to $183 m illion these  am end ments  would be necessary to a t­
tach to each p ar ticu la r item ?

Air. B out in. Yes, i t would, sir.
Se na tor  AIagnuson. So th at  we hav e an ind ividual veto  of  thes e 

items ?
Air. T ur pin . Yes, s ir.

Denver P roject

Se na tor  AIagnuson. No. 9 is the Denver pro jec t, is it  not?
Air. Boutin . Yes, i t is.
Se na tor AIagnuson. Tel l us abo ut t ha t.
Air. Boutin . On  th at , Air. Ch airma n, if  I  mi ght, I  wou ld lik e to 

hav e ou r Com missioner of Fe de ral  Su pp ly , Clarence Bean, spe ak to 
the  need fo r th is.

Se na tor AIagnuson. We will  be gla d to  he ar  from  you. You  are 
at the end  of  the  tab le, and you will  hav e to  ta lk  a li ttl e loud so we 
can he ar  you.
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Mr. B ean. Mr. Chairman, when we first opened the Denver center, 
we had an inventory in our building of $3 million. At the end of fiscal 
year 1962, it will be $6.5 million, and at the present time we can no 
longer contain the inventory in the building and are actually using 
outside storage space with tarps on goods which should be under 
covered space.

If  we do build this building, then the building which we are now 
occupying which has 367,000 square feet will all be fully reoccupied 
by other agencies on the ground who have already applied  for tha t 
space. It  will have the  added advantage, too, if they are able to move 
into this building, they will be able to get some needed expansion.

And so fo r this reason, and the  reason th at our business is constant­
ly growing we need this building. As a m atter of fact, we had an $8 
million annual sale from this depot when the Federal  center was 
first started , and next year we expect this to be $18,500,000, and the 
year following, $21 million. This is because of expanded support to 
the mi litary services.

These are arrangements which we have had with the Air Force, p ri­
marily ; our business with the Air  Force has more than doubled during 
this period, and tha t is the  reason why this  space is needed.

CONSOLIDATION INT O DENVER DEPOT

Senator Magnuson. In other words, you are consolidating. The 
trend has been the consolidation into the Denver depot, but  which 
has increased the sales due to the military installations  in the area?

Mr. Bean. That is correct, sir.
Senator Allott. I would like to ask one question which I would 

like cleared.
There is in Pueblo a large, fireproof, bonded warehouse, the space 

of which has been available for leasing for at least 4 years, to my 
knowledge.

Now, it would not begin to cover the additional space that is jus­
tified here, but I note that  they talk about the great  costs of backhaul- 
ing supplies to Denver from—where is it—Clearfield, Utah?

Now, why, in a situation like this, is it not practical to rent available 
space which is righ t on a four-lane highway, and I mean righ t on, not 
a block oil', of a four-lane highway, and within 2 hours actual trans­
portation time of Denver?

Mr. Bean. Unless there is enough activ ity to warrant  the operation 
of a warehouse within its own environment, and a complete range of 
stock which we provide, it is uneconomical for the reason tha t we 
have to have duplication of supervision and things of tha t kind.

When we have our activity in one build ing so we have one set of 
supervisors; we can apply automation and things of tha t kind and 
bring  our costs down considerably.

Senator Allott. I understand that . I  do not think you understood 
my question.

But here the justification is made tha t they are storing th ings out 
at Clearfield, Utah, and I  must confess I  do not know where tha t is— 
does anybody know ?

Mr. Bean. Yes, that  is righ t at Ogden.
Senator Allott. At Ogden, all right.
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That  is 530 or 540 miles distance from Denver by truck and a t least 
a 12-hour haul.

Now, i f you have space available fo r leasing in Colorado—and th is 
apparently  is being used in Utah only for temporary storage because 
they say they have to backhaul it to Denver—why is it not practical to 
lease a substantial amount of storage tha t is available immediately 
to them and 2 hours by truck, rath er than 12 hours by truck?

Cl.EARFIEL D, U T A H , DE PO T

Mr. Bean . Firs t, let us discuss Clearfield. We have 33,000 square 
feet only.

In this location we have some bulk and heavy goods which we dis­
tribute  to Ogden, Salt Lake, and tha t environment, where it is cheaper 
for us to send it clear through to this location, less f reight , than  if 
we. put it in Denver and then reshipped it.

It is only 33,000 square feet, which is a very small amount of space. 
The thing we are ta lking  about is th at if we had to expand our space 
and take several thousand square feet more, then it would become un­
economical and we would have to backhaul. Now we are not 
backhaul ing.

Senator Allott. You say in your jus tification here-----
Mr. Bean . This is the only Government-owned space that is avail­

able to us now. We have just completed a survey of all Government- 
owned space in that territory , and the only Government-owned space 
that is available to us is in Clearfield.

Senator Allott. But you say here in your justification:
Ac cording ly,  GSA will  be  forced  to te m pora ri ly  in cr ea se  it s re lian ce  on th e  

Clearfi eld  in st al la tion, de sp ite th e he av y ad de d co st s in cu rr ed  fo r bac kh au ling  
su pp lie s to  D en ve r f or  no rm al  d is tr ib ut io n.

Mr. Bean . This is only on a temporary basis. Now, if a building 
is available close by on a temporary basis, that would certainly be 
more economical.

Senator Allott. What is your name, sir?
Mr. Bean . Bean.
Senator Allott. I would like to discuss this matte r with you.
Mr. B ean . I will be very happy to do so.
Senator Allott. I think, without question, the Denver situation is 

needed, but I cannot see the practicality of stor ing at such an extended 
distance away from Denver, and then incurring the heavy t ranspor­
tation costs which I am sure would almost soak up, in themselves-----

Mr. Bean . Tha t is correct.
Senator Allott (continuing). The additional storage space which 

I know is available in Pueblo.
Mr. Bean . We do have a temporary serious situation  and I think, 

if we can get space on a temporary basis, i t would relieve th at serious 
situation.

Senator Allott. I think you can get it.
In fact, I have beaten my brains  out, and you can put tha t in the 

record, for about 4 years to find out  why we could not utilize this 
space.

Mr. Bean . I will be very happy to talk to you, Senator.
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Senator Magnuson. You also sa y:
Carefu l review of all potential  available  space at  suitably  located mil itary in­stal lati ons  has  disclosed none having acceptable space condition area , and so forth.
Mr. Bean. That  is correct.
We have looked at every m ilitary space in that part of the coun­

try, and the Clearfield space is the  only one that  is of any size, and 
that  can be used some time in the future for a s topover in transit.

Senator Magnuson. What space was tha t ?
Mr. Bean. The Clearfield space.
Senator Magnuson. Clearfield.
Mr. Bean. Which is clear at the edge of the  terri tory,  but we expect 

to be able to use some of that  space in the future for f reigh t in transi t 
stopover where we are going clear through to the west coast.

CLOSING OF MILITARY INSTALLATIO NS

Senator Magnuson. I do not know whether you have caught up 
with the milita ry or not. but they are closing about 31G installations 
in the whole of the United States.

Mr. Bean. Yes.
Senator Magnuson. Every State in the Union has got some big ones 

being closed with warehouse space in them, and all you need do is 
drive around any part  of the United States and you see vacant military 
buildings, and you will see more.

Air. Bean. Yes, and I  have a litt le la ter on here to speak about some 
money to transfer  our stocks from our present locations to such loca­
tions. We have six of them in mind.

Senator Magnuson. I want to talk  to you about Auburn when we get through.
Mr. Bean. We hope to be able to move there soon.
Senator Magnuson. And they are closing Mount Rainier Ordnance 

Depot which has got all kinds of storage space out there, phasing it out.
Mr. Bean. Auburn  will take care of us fo r the foreseeable future.
Senator Magnuson. Auburn will take care of it but now your 

fellows do not want to move to Auburn. They want to live in Seattle 
out at Sand Point out there where the rich folks live. A Republican 
precinct there, incidentally.

Senator Allott. I am glad to hear we have got some.
Senator Magnuson. But the point I  do make seriously is that there 

are going to be—and I think you ought to keep close liaison—there is 
going to be a g reat number of closures in the United States. Some of 
them are not very good buildings, but there are some fine ones.

Mr. Bean. We receive from the Depar tment  of Defense every 
declaration so that  we do have them in mind.

Senator Magnuson. All right , I think we understand the Denver 
situation.

P hila delphia  P roject

And now GSA Amendment No. 27. For the record tha t is on page 
19, line 8, of the bill.

71 03 ft—61 26
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You ask to be inserted:
Provided, fur the r, Th at funds in the amount of $5,601,500 appropriated—
oh, this is the Philadelphia project.

Mr. B outin. Tha t was appropriated in 19G1.
Senator Magnuson. Yes.
Mr. B outin. And we are recommending tha t the funds be applied 

against the appropriation for 19G2.
Senator Magnuson. In this case you had some problem, you men­

tioned here, with the bids, is that not correct ?
Mr. B outin. Tha t is correct, sir.
Senator Magnuson. And so no award has been made.
Are you going to call for new bids ?
Mr. B outin. No, we have submitted a new prospectus. Aft er re­

examining the project, we have developed a new prospectus which has 
already been approved by the House Public Works Committee and will 
be considered by the Senate committee next week, for a completely 
new project, complete change.

Senator Magnuson. And this is where you are using the $5 million ?
Mr. B outin. No, sir-----
Senator Magnuson. In  the other projects until you get this 

straightened around ?
Mr. B outin. Yes, sir.
Senator Magnuson. Would tha t be a fair analysis of it?
Mr. B outin. After tha t is approved by the Senate committee, if it 

is, tha t eventually will come in for construction funds separately.
Senator Magnuson. Late r on?
Mr. B outin. Late r on.
Senator Magnuson. All right.

S it es and E x pen ses

Amendment No. 28 fo r the record on page 19 of the bill, following 
line 10, insert the following, and this deals with sites and expenses?

Mr. B outin. Yes, sir.
Senator Magnuson. And you are asking for how much there, total ?
Mr. B outin. $5 million is what we had in our original budget, and 

which we are asking be restored. Tha t was submitted to the House 
but was recommended by the House Appropriations Committee at $25 
million. The whole $25 million was stricken on a point of order.

Senator Magnuson. How can you get along with $5 million for sites 
and expenses in the building programs?

Mr. B outin. Tha t was only to take care of the most urgent of the 
prospectuses tha t were being submitted.

Senator Magnuson. I do not see what a building program such as 
we have got going of 180 some million for next year alone, I do not  
see how you can get along with $5 million for sites and expenses, be­
cause just to me this is pennywise and pound foolish because if we 
wait much longer, they just  go up all the time.

The more the people know about the fact tha t there may be a Fed­
eral building moved in there, there is almost a conspiracy tha t goes 
on to raise the proper ty values.

Mr. Turpin. Mr. Chairman, tha t was the amount included in the 
^budget for the highest priority projects. The House, in reporting
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the bill, did report a large r amount, and apparently tha t was done 
in view of  the fact tha t there were then a number of projects before 
the Public Works Committees in the House and Senate.

Senator Magnuson. Tha t had not been authorized ?
Mr. Turpin. Yes.
Senator Magnuson. And a poin t of order  was made on that?
Mr. T urpin. Yes.
Mr. Boutin. Subsequently, Mr. Chairman, the House committee, 

of course, did meet, both the subcommittee and full committee, and 
authorized projects involving sites and expenses costs in excess of $21 
million, which will be presented to the Senate committee on Monday.

Senator Magnuson. I think  you ought to keep us advised as to 
what happens there because i f we a re going to try and get the $5 mil­
lion back, I mean t ry and get any of it back, we might have some 
justification if the committees have acted and authorized, because I 
think you have to go ahead with these things, if you are going to go 
ahead.

We are not going to save anything. It  may cost us more.
Mr. Turpin. Mr. Chairman, there were five projects that were 

approved bv the House committee the other day th at were previously 
authorized by the  Senate, and those five tota l $7,083,000 for sites and 
expenses. The remaining sites and expenses requirements of $17 
million are for the 30 projects which will be considered by the Sen­
ate committee next week.

Senator  Magnuson. Is that  seven in addition to the five ?
Mr. T urpin. No, sir. Let me say t hi s: That all of the funds, al l of 

the projects tha t were previously authorized, are fully funded with 
respect to sites and expenses.

Senator Magnuson. So up to that point-----
Mr. T urpin. So all we are talkin g about are those projects that had 

not been fully  authorized at the time our budget was submitted which 
total about $24 million.

Senator Magnuson. And these are projects that,  since the time the 
budget was submitted, either the House or the Senate  committees have 
acted upon them, or authorized them, or  maybe by Monday, in some 
cases both.

Mr. Turpin. Yes, sir.
Mr. Boutin. We expect both by Monday, sir.
Senator Magnuson. I think we ought to have tha t information 

because it just delays everything, and I  do not think  we save anything.
It  probably costs us more, when we know they are going to be 

authorized and we know they are going to be ultimately built.
I th ink we understand tha t amendment.
As of now, of course, we are technically committed, limited to five.
Air. Turpin. Yes, sir.

Construction, FOB  No. 7, Wash ington , D.C.

Senator  Magnuson. Now, GSA admendment No. 29. This is, fo r 
the record, on page 20, line 5, of the bill. Strike out “$23,700,000” 
and insert in lieu thereof “including fa llout protection, $26,175,000.”

Mr. Boutin. This restores the 5-percent cut and the fallou t shelter.
Senator Magnuson. On the Lafayet te Square project?
Mr. Boutin. Yes, sir; FOB 7.
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STAT US OF PROJECT

Senator Magnuson. Wha t is the up-to-date status of that  project 
now ?

Mr. Boutin. I would like to have Mr. Hunter ta lk to that, if  I may, 
Mr. Chairman.

Mr. H unter . Mr. Chairman, we have architects on the project. It  
is proceeding very well. Our goal for completion of the plans is the 
third quarter of 1962.

Senator Magnuson. The planning ?
Mr. Hunter . Yes.
Senator Magnuson. No bids have been let ?
Mr. Hunter . No, sir.

DEMOLITION CONTRACTS

Senator Magnuson. What alxmt the demolition contracts?
Mr. Hunter . Demolition will be a par t of the general-----
Senator Magnuson. The general contract ?
Mr. Hunter . Yes, sir.
Senator Magnuson. For the purpose of the record, as I  understand 

it now, just to visualize this in my mind’s eye, you are going to leave 
the Decatur House?

Mr. Hunter . The Decatur House will remain, yes, sir.
Senator Magnuson. And the Grange will be moved around the 

corner ?
Mr. Hunter . Back of the Decatur House on I I Street.
Senator Magnuson. Back of the Decat ur I louse ?
Mr. Hunter . Yes, sir.
Senator Magnuson. And then everything from the Decatur House 

up to the old Court of Claims corner is going out with the exception 
of the Blair  House?

Mr. Hunter . And Blair Lee House.
Senator Magnuson. And Blai r Lee House ?
Mr. Hunter . Yes, sir. There is some talk  of saving the two old 

buildings located on the southeast corner, which the Civil War  Com­
mission now occupies. We have not made t ha t decision yet.

Senator Magnuson. Which ones are those ?
Mr. Hunter . The two old, red brick houses standing on the south­

east corner, which would match, as far as color goes, and mass, the 
Decatur House on the other corner.

Mr. Boutin. It  is r ight next to the Blair—Blair Lee House.
Senator Magnuson. That is in the far  corner. My directions are 

not very good.
Mr. Hunter . Toward the White House, the nearest corner to the 

White House, those two old red brick buildings.
Senator Magnuson. Which abut on Pennsylvania?
Mr. Hi inter . Yes, sir.
Senator Magnuson. The Court of Claims ?
Mr. Hunter . No, abut the Blair—Blair Lee House.
Senator Magnuson. Yes.
What would they be used for?
Mr. Hunter . We have not decided yet, sir. The Fine Arts Com­

mission has asked us to give consideration to  using them probably for 
additional guest facilities.
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Senator Magnuson. And the rest would be used, are planned for 
White House Executive office?

Mr. Hunter. Executive office building, right.
Senator Magnuson. Is the old W ar-S tate  building all filled up?
Mr. Hunter. Yes, si r; more than  filled up.
Senator Allott. May 1 ask this question, Mr. Hunter . Speaking 

not from the viewpoint of the Fine  Arts  Commission, but  from the 
viewpoint of the welfare of the Government, is it practical to leave 
these buildings in there without constructing a hodgepodge there 
which is not what the Government really needs?

RENOVATION OF BUILD ING S

Mr. Hunter . We think tha t these bui ldings can be renovated at a 
reasonable cost. They are fairly good structures.

Senator Allott. When they are renovated, you have given up this 
valuable office space, have you not, for some purpose of God knows 
what, later on?

Mr. Hunter . It  was never intended th at FOB 7 actually come down 
that far  on the site.

Senator Allott. I t was not ?
Mr. Hunter. No, s ir; not for office space. We at one time had a 

platform there with landscaping. The proposal would p ut a struc­
ture  on the southeast corner which would more or less balance the 
Decatur House on the northeast corner.

Senator Magnuson. We used to have a picture of what they planned 
up there. I do not know whether they have still got it or not.

Mr. Hunter . It  showed a bu ilding  on the corner, the picture you 
had, Senator.

Senator  Allott. Thank you.
Mr. Ellis. Mr. Chairman, might I make one brief remark about 

this matter, since it relates to fallout shelter ; tha t i t is estimated tha t 
this fallout shelter constructed in the White House office building 
would, in times of emergency, take care of between 8,000 and 10,000 
persons protectively, and would be an office building which would 
house approximately 2,300 or 2,400 individuals.

I wanted to make that a matte r of record.
Senator Magnuson. Do the plans include a tunnel under the  street ?
Mr. Hunter. Yes. sir. It  will be connected with the old State, 

War, and Navy Building.
Senator Magnuson. And then  in the White House area?
Mr. H unter . Yes, sir.

PROVISION OF PA RK ING SPACE

Senator Allott. May I ask another question. What plans are 
made fo r parking ?

Mr. Hunter. There is a garage area. Senator, under a portion of 
FOB 7, which provides for p arkin g between 200 and 300 cars.

Senator Allott. And how many employees will there be in the 
building?

Mr. Hunter . Between 2,300 and 2,400.
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Sena tor  Allott. I s th is not  ju st  a ra th er  shor t appro ach to th is  
matt er , when you hav e got  tha t man y employees? You have alr eady  
got a h ighly  con gested a rea.  W ha t a re you g oin g to  do wi th thes e peo­
ple  an d th ei r ca rs ?

Mr.  H unter. Th ere  ha ve been studie s m ade , s ir,  fo r improv ing  the  
tra ns po rta tio n system and for do wntown  p ar ki ng  areas.  We  feel th at  
we have pu t the max imum in th is bu ild ing we can  afford  to pu t in 
and not giv e up  va luable  office space.

Sena tor  Allott. I am very conc erned abou t th is  pa rt icul ar  m at te r 
because of the  fact  th a t the  traffic sit ua tio n in  W ash ington  is ge tting  
worse.

All we do is ta lk  ab ou t i t, and even des pite the extensive a nd  e xpe n­
sive stu dy  t hat  has been made by the Dis tr ic t of th is mat ter, I  can not 
see an y gr ea t pro gre ss on mass t rans po rta tio n,  and it  appe ars th at  we 
are  going to  have more an d more car s w ith  us.

I do no t know whe re these  cars  are  g oin g to  go, bu t it  seems to  me 
th at  t hi s has to be a necessary par t of any  str uc ture  we pu t up.

I k now it add s to  the  expense, bu t yo u ha ve go t to  do so me thing  with  
it.

PROVISIO N OF PA RK ING SPA CE

Mr. H unter. We h ave  m ade it  a pra cti ce  of  prov idi ng  abo ut 1 ca r 
space  fo r each 10 occu pan ts of the  bu ild ing . Of  course , th at  is very 
min imum. I  th ink the average  c ity  wou ld req uir e more th an  th at .

Senator  Allott. We  will  discuss th is m at te r late r.
Sena tor  Magnuson. The committ ee will recess  un til  2 o’clock.
(W hereup on,  a t 11 :50 a.m., th e h ea rin g was ad jou rne d, to reconvene 

at  2 p.m., of  the same day.)

Afternoon Session—Friday, June 16, 1961

Letters From Senators

Sena tor  Magnuson. Th e committ ee will come to order.
While we are  wa iti ng  fo r the  othe r Sena tor s, we hav e le tte rs  her e 

fro m several of the Sena tor s ma kin g inqu iry  abou t Fe de ral bu ild ing s 
in  thei r own p ar ticu la r St ates.

He re is one fro m Se na tor  Moss ask ing  about the con struct ion  fu nd  
or  th e sta tus of the Fe de ra l bu ild ing at  O gden,  U tah.

Tha t wou ld be in  our lis t, wo uld i t no t?
Mr.  K nott. That  is rig ht . I t w ould be.
Sena tor  Magnuson. Th is is the Long  Be ach  th at  we have go t in o ur  

bil l?
Mr. Bout in. Th is is included in ou r lis t of  proje cts  pend ing  i n the  

Senate bi ll now.
(The  let ter s refer red to fo llo w:)

U.S. Senate,
Committee on I nterior and I nsular Affairs,

June 8, 1961.
Sena tor Warren G. Magnuson,
Chairman, Independent Offices Subcommittee, Senate Appropriations Commit­

tee, Washington, D.C.
Dear Maggie : I unders tand your subcommittee wil l open hearings on the in­

dependent offices budget  requests for the  fiscal year 1962, including requests  of 
the  General Services Administration,  next Monday morning. This  is to request 
that  when officials of thi s agency app ear  before  you r subcommittee they be
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quest ioned about the  adv isability  of including in the  bill your subcommit tee 
will repo rt constructio n fund s for  the new Fede ral Build ing at Ogden, Utah.

The  archi tect-engineer con trac t for the building has been award ed. The 
scheduled completion date for the  design is Feb rua ry 1962, which would perm it 
the  award of a construct ion con trac t in April or May of 1962 if construction 
funds are  avail able  f or th at  purpose. The site at  Kiesel Avenue and 25tli Street 
has  alre ady been chosen.

Cons tructio n fund s should be immediately available as soon as the  design is 
completed so advanta ge could be taken of the warm spring, summer, and fall  
months in Utah  to move on with work on the  building. The estim ated cost of 
the  building, exclusive of site, design, and supervision, is approxim ately  
$4,967,000, which includes  $237,00 0 for the  provision of fall out  protec tion 
facil ities .

The new Federal  buildin g in Ogden is urgen tly needed. It  will provide im­
proved and expand ed qu art ers  in which to house all Federal  agencies requiri ng 
general purpose  space in Ogden, except the post office and U.S. courts. These 
activities will contin ue to be housed in the exis ting  post office and cour t house 
buildings . Among the  agencies which will be housed in the new buildin g ar e 
regio nal and local offices of the  Depa rtment of Agricu lture, Civil Service Com­
mission, Dep artm ent of Commerce, Depa rtme nt of Defense, Federal Aviation  
Agency, Genera l Services Admi nistration , Dep artm ent of Heal th, Educat ion, 
and  Welfa re, Interior Depa rtment, Just ice Depa rtme nt, Rail road  Retir ement 
Board , Selective Service System. Tre asury Depa rtment, Vete rans’ Adm inist ra­
tion, and the U.S. attorn ey and  marsh al. Most of these  are now in leased space 
at  a  high an nual  r ental to the Government.

I will be glad to tes tify  personally  before the  subcommittee and to provid e 
any addi tiona l information, bu t in an effort to save your time  I am approaching 
the ma tter in this  way first. I strong ly recommend th at  cons truct ion fund s for  
the  Ogden Fed era l Build ing be included in the  app ropriat ion bill for the fiscal 
yea r 1962.

Sincerely,
F rank  E. Moss,

U.S. Senator.
U.S. Senate,

Washington, D.C., April llt  1961.
Hon. Carl Hayden,
Chairman, Appropriations Committee,
U.S. Senate, Washington, D.C.

Dear Mr. Chairman : Congress author ized a Fed era l buildi ng in Los Angeles, 
designated  as a coustomhouse, and the curre nt budget cont ains  an item of $31 
million for thi s projec t. The building as plann ed is for several types of Fede ral 
offices, so the design ation  as a customhouse is a misnomer. The plan s and 
specifications call for  between 15 and 20 perc ent of the buildi ng to be allocated 
to customs activitie s. The  General Services Adm inis trat ion has  selected a site 
in civic cen ter in dow ntown Los Angeles.

The  people of Long Beach, San Pedro, and Wilmington—th at  is, the  har bor  
ar ea  of Los Angeles—strenuo usly  object to the  customs faci lities  being located 
22 miles from the  wa ter fro nt in downtown Los Angeles. The people of down­
town  Los Angeles ass ert  th at  the  customs acti vities have  alway s been center ed 
arou nd civic center and th at  continuing the act ivit y in the  new buildi ng in 
civic cente r will simply be the con tinua tion of 40  years of practice.

The Government presently  pays the cost of transp ort ing  the  goods for  in­
spection  from the  ha rbo r a rea  to downtown Los Angeles, where  customs cle arance 
is prese ntly scat tere d in severa l locations. This  is an expensiv e busines s and 
the  cente ring of act ivi ties  in the  new buildin g in civic cen ter would, of course, 
mak e it permanent. I am inclined to believe th at  this is an expense th at  ought  
not to be imposed upon the Government, and I have  grav e doubts abou t the  
fai rne ss of asking imp orters to car ry the ir goods 22 miles over a crowded Los 
Angeles fr eeway into downtown civic center fo r custo ms cle arance.

I believe th at  this contr oversy is serious  enough and the  consequences of a 
mistake on this pa rti cu lar aspe ct of the building so costly to the  Government 
and so inconvenient to importers th at  I would like to requ est you to assign one 
of you r staff  investi gato rs to make  a tri p to the Los Angeles are a for  the pur­
pose of inve stigatin g the  situatio n. I believe th at  such an investigatio n may 
be very  helpful in savin g the  Federal Government a good deal of money—and  
in gett ing  the  customs fac ilit ies  in the  rig ht place.
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My file on th is  m att er is av ai la ble  fo r per us al  by  you or by an y of  you r st af f 
peo ple . Yo ur fa vo ra bl e a tt en ti on  to  th is  re qu es t will  be  ve ry  mu ch  ap pr ec ia te d.  

Sinc erely  yours,
ClaTr E ngle, U.S.  Se na tor.  

U.S . Senate,
Com mi ttee  on Appr opria tio ns ,

June 19,1961.Ho n. W arren G. Magn uso n,
U.S. Senate, Washington, D.C.

Dear Maggie : Th e Ho use, duri ng it s co ns id er at io n of  th e in de pe nd en t offices 
ap pro pri at io ns bi ll (H .R . 7445), cu t ap pr ox im at el y .$1 mill ion fro m th e to ta l 
fu nd s.  In clud ed  in th is  is  th e  sum th a t was  to  be  al lo ca te d fo r th e  co ns truc tion  
of  a Fed er al  b ui ld ing i n W al ling fo rd , Conn .

The  Gen eral Se rv ices  A dm in is tr at io n has  st a te d  th a t th ere  is  a cri ti ca l need  
fo r th e  c on st ru ct io n of  t h is  bu ild in g in  W al lin gf or d to  pr ov id e sp ac e fo r th e po st 
office an d ot he r Fed er al  offices. In  vie w of  th is  I wou ld  like  to  re qu es t th a t you  
an d th e  ot he r mem be rs  of  th e  subc om mitt ee  giv e se riou s co ns id er at io n to  th e 
po ss ib il ity of  re st or in g th es e fu nds to  th e Sen at e ve rs ion of th e  bil l.

I ho pe  t h a t you  wi ll be ab le  to ac t fa vo ra bl y in th is  m at te r.
Sinc erely  yo ur s,

T iio ma s J.  Dona.
O. E . Lee & Co.,

Billings, Mont., December 13,1960.S en at or Cart, H ayden,
Chairman, Senate Appropriations Committee,
Senate Office Building, Washington, D.C.

D ear Senator H ayden  : I am  w ri ti ng  to you to p ro te st  th e co ns truc tion  of  th e 
prop os ed  Gov ernm en t office bu ildi ng  in Bi lli ngs, Mon t. As on e of  the pri vat e 
in di vi du al s who now  r en t office s pa ce  to  t he  G ov ernm en t, I fee l th a t I am quali fie d 
to  d iscu ss  th e su bj ec t of  r en ta ls  a nd  to st a te  t h a t I be lie ve  t he Gov ernm en t wo uld  
be  u n fa ir  to  B ill ings  office bui ld in g ow ne rs  i f it  w er e to  const ru ct  a n office b ui ld ing a t th is  time.

I had  en te re d in to  a  contr ac t w ith th e Gen eral Se rv ices  A dm in is trat io n to con­
str u c t an  office bu ild in g fo r th e F ore st  Se rvice  an d co ns tr uct io n w as  well  un der ­
way  w’hen the an no un ce m en t w as  mad e th a t G en er al  Se rv ices  A dm in is trat io n 
w as  co ns id er in g a Fed er al  bu ildi ng  fo r Bill in gs  in  th e  nea r fu tu re . Thi s was  
con tr ary  to an y in fo rm at io n whi ch  had  been giv en  to  me  by th e G en eral  Se rv ices  
A dm in is trat io n whi le  n eg ot ia ting  t h is  lea se  w ith  them . U nd er  th e ci rc um stan ce s 
it  h as  b een  ne xt  t o im po ssi ble to obt ai n an y fin an cin g fo r th is  bu ildi ng  an d T ha ve  
al l of  my  own ca pi ta l in ve st ed  t he re in . I f  i t were po ss ib le  to  ob ta in  a 70 pe rc en t 
loan  on th is  st ru ct ure . I co uld re in ves t th e ba la nc e of  my  ri sk  ca pi ta l in ot he r 
ventu re s which  wou ld he lp  st re ngth en  th e eco nom y. I t  ap pea rs  th a t I ha ve  
pla nte d  th is  ca pi ta l fo r th e  nex t 20 ye ar s an d sh ow ing a below’ m ar ket  re tu rn  
on my  inve stm en t. I fu lly re al iz e th a t th e Gov ernm en t ta kes no re sp on sibi li ty  
fo r fin an cing  a nd  th a t th is  le as e w as  no t repr es en te d ns  a long -te rm  on e;  hu t th e 
past  h is to ry  of Gov ernm en t re n ta ls  in di ca ted th a t I cou ld sa fe ly  co un t on a t 
le ast  10 ye ar s of  occup an cy  of  th e bu ild in g prov id ed  I co nfor med  to th e specifica­
tions  fo r m ai nt en an ce  an d se rv ice re qu ir ed  by th e G en eral  Se rv ices  Adm inis­tr a ti on .

Bill in gs  bu sin essm en  ha ve  co ns is te nt ly  tr ie d to  he of  se rv ice to  th e Gov ern­
m en t an d whe ne ve r a re qu es t fo r ad di tion al  sp ac e is re ce ived  th er e has  been 
an  ac tive  grou p of  bi dd er s co mpe tin g to  supp ly  sa id  sp ac e an d a t a re as on ab le  
ra te  I m ig ht  ad d.  Per so nal ly  I do  no t fee l th a t th e Gov er nm en t can bu ild  com ­
para b le  spac e an d op er at e it  fo r an y les s th an  pri va te  en te rp ri se  is now’ doing. 
In  ad dit io n  to th is  th e  Gov ernm en t now* co lle cts  inc om e ta xes as  we ll as  re al  
est a te  ta xes on th es e office bu ilding s an d th is  wo uld no t be  th e ca se  if  th ey  were 
Gov er nm en t owned.  I re al iz e th a t th is  i s n ot  o f s er io us  co nseq ue nc e in th e  m inds  
of  m an y hu t it  cer ta in ly  cont ri but es  to  th e ta x  ba se  of  our ci ty  an d coun ty.

At  th is  tim e Bill in gs  is su ffer in g from  an  econo mic rece ss ion an d th er ef or e a 
gre at de al  of  office sp ac e is  fo r re nt.  To  th ro w  th is  vast  ad dit io na l am ou nt  of 
office sp ac e on th e m ar ket  wo uld  bring  v ir tu al ch ao s an d se ve re  eco nom ic loss  to 
Bill in gs  in ve stor s.
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I sinc er ely as k th a t you do al l w ithin  yo ur  po wer  to  see th a t th es e fa c ts  a re  

pr es en te d to  th e  p ro pe r au th ori ti es an d th a t se riou s co ns id er at io n be  g iven  be fo re  
co ns truc tion  is  un der ta ken  of an  office bu ildi ng  by th e Gov ernm en t in  Bill in gs , 
Mont.

Sinc erely ,
Don L ee.

R obert Jayson  Manufacturin g Co.,
Dallas, Tex., March 1, 1961.

H on . Carl H ayd en,
Chairman, Senate Appropriations Committee,
New Senate Building, Washington, D.C.

D ear S ir : I opp ose  ap pr opri at io n  of  pu bl ic  fu nds fo r co nst ru ct io n of  th e ne w 
prop os ed  Fed er al  ce nte r in  Dal las,  on th e gr ou nd s th a t th e ac qu is it io n of  th e  
pr es en t de sign at ed  si te  was  ac qu ired  by pro ce du re  which  is  im pr op er , im mor al , 
un et hi ca l, un la w fu l, an d w ith out  pr oc ed ur e or  ju st ic e.

Th e si te  w as  off ere d to th e Gov ernm en t w ithout th e co ns en t of th e  in div id ual  
pr ope rt y ow ne rs,  which  ac tio n is con tr ary  to pr oc ed ur e of  th e G en er al  Se rv ices  
A dm in is tr at io n,  in ac qu ir in g si te s f o r Federa l b ui ld ings .

A loc al re al  est a te  sy nd ic ate,  wh o di d no t ow n th e pr op er ty  of  th e ab ove si te , 
de vised a co ns pi ra cy  an d pl an  to  in du ce  th e G ov er nm en t to  co nd em n th e pro p­
er ty , th er eb y bar gai nin g aw ay  th e in div id ual  pro per ty  ri gh ts  of  th e  ta xpay in g 
ci tize ns —th e re su lt  of  which  w as  to  en ri ch  th e sy nd ic at e by  m ul tim il lion s of  
do lla rs , a t th e  ex pe ns e of th e in di vi dua l pro per ty  ow ne rs,  by en ha nc in g th e 
sy ndi ca te ’s p ro per ty  va lu es  which  th ey  ow n in  th e im m ed ia te  ad ja cen t ar ea .

Th e ab ove pr oc ed ur e is un -A mer ican  and dis cr im in at or y,  an d th is  in ju st ic e  
ne ed s a  th or ou gh  inv es tiga tion .

The  at ta ched  en clos ur es  a re  for  y ou r a tt en ti on .
You rs  ver y sinc er ly ,

R obert Jayson .

Sit es  and  E xp en se s, P ublic B uil din g P rojects

Senator Bridges. Could I ask a question ?
Senator Magnuson. Surely.
Senator Bridges. Mr. Boutin, on your  item fo r site, as I  understand 

it, the Bureau of the Budget recommended $5 million ?
Mr. Boutin. That  is correct, Senator.
Senator Bridges. And the House committee put in $25 million.
Mr. Boutin. That is correct.
Senator Bridges. And it was stricken out on a point of order on 

the floor ?
Mr. Boutin. That is correct
Senator Bridges. So it comes to us with no money for tha t item ?
Mr. Boutin. That is correct, sir.
Senator Bridges. Now’ on the projects tha t have been approved, how 

much money would it actually take for the preliminary site selection 
work on the projects that have been approved by both the Senate and 
the House?

Mr. Boutin. Well, by both the Senate and the House, $7,083,000.
For  the ones tha t the House has approved and which are coming 

before the Senate on Monday to do all of these projects, which would 
include the Concord, N.H., project, we would need $24,134,500.

Senator B ridges. Then, actually, aft er the Senate  acts, which will be 
next week, we will know whether the Senate, in its  authorization, con­
curs in the total figure you have mentioned ?

Mr. Boutin. Right, sir.
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Senator Bridges. Now it is a $7 million item that you want approved 
by both Houses, but in your judgment, both Houses will probably 
concur in the total amount, which is $24 million plus.

Mr. Boutin. On the $24 million plus, that  is as to projects to be 
approved by the Public Works Committees only, they are the ones tha t 
will go before the Senate Public Works Committee on Monday.

Actually, all we have in the budget tha t we may appeal is the $5 
million. But to do everything tha t we will have on hand, if the Sen­
ate Public Works Committee concurs with  the House, it would be $24 
million plus, that is correct? Senator.

Senator Bridges. And if additional money is approved for these 
projects—I know there is one for Concord, N .II.—it would include 
funds for preliminary site selection and plans for Concord, would it 
not?

Mr. Boutin. It  would, Senator.
Senator Magnuson. Senator Bridges, it  was pointed out this morn­

ing tha t if this can be worked out—we do not save anyth ing by not 
going ahead; as a matter of fact, we might lose money, because we 
know we are going to go ahead with these buildings, and we might as 
well get the sites as soon as possible.

And if we can do something to get them up to th at figure, I think 
we should.

Tra nsfer of F und s

Senator Allott. While we are here, Senator, I would like to ask 
another question about the sites.

Mr. Tu rpin , in your testimony previously this year on the supple­
mental, page 201, you said :

We had  to borrow .$14 million from our  other appropr iations for  several  
months toward the end of the year. Th at really is not too desirable  a  practice, 
except in an  emergency, where we did not have much choice.

And later , in response to questions by Senator Magnuson and Sena­
tor Bridges, you sa id:

I would say we do not have clea r autho rity  to do tha t. We can do it  to the 
extent  that  we do business  with  one of these  app ropriat ions out of the general 
supply fu nd; in these  cases we could rationa lize  that  i t is a temp orary advance.

Rationaliz ing on these transfers of funds is not a very good practice 
is it?

Mr. Turpin. No, sir. It  is not actually a tran sfer  of funds.
In  the case you refer to it was only a temporary advance ju st for 

a matter of a week or 10 days, because we had advances from other 
agencies of the Government which are proper  and are authorized, 
which they had requested be returned just prior  to June 30.

They were going to reestablish those advances to us afte r Ju ly 1.
Senator Bridges. They were doing the finagling?
Mr. T urpin. So just for the week or 10-day period we needed cash 

in order to pay our creditors under the general supply fund. It  was 
jus t a temporary advance for tha t short period.

Senator Allott. I just wanted to be sure tha t we are not getting  
into the practice here of taking line items and transfer ring  them, or 
closing our eyes to borrowing or transfer ring  the funds tha t have 
been appropriated.

Mr. Turpin. No, sir.
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As we assured the comm ittee , we c er tai nly wa nt to avoid situa tio ns  
like  th at .

Se na tor  Magnuson. We pu t some lan guage in the th ird supp le­
mental.

Mr . T ur pin. In  th e r eport, yes, s ir.
Se na tor Bridges. I f  Senator  Magnu son  happene d to do it  righ t at 

th at  tim e—and  you  have com plied wi th  the lan guage  in th at  rep or t 
since t hat  tim e------

Air. T ur pin . Yes, we have.
Se na tor  B ridges (con tin uin g) . An d as Ju ne 30 appro ach es,  you are  

not go ing  to be a  pa rty to an y more such tra ns fe rs  ?
Air. T ur pin. No, s ir. Bu t we will  be com ing to an item  in a min­

ute  inv olv ing  capit al fo r the gen era l supp ly fund  whe re I  was g oin g 
to allude to the  adm onitio n the  co mm ittee gav e us before  on that .

Ope rati ng  E x pe n ses , F ed er al  S u pply  S ervic e

Se na tor  AIagnuson. The next amendmen t is No. 30, w hich , fo r the 
record , on page  20, line  9 of the  bil l, as was reporte d to  th e House, 
str ike ou t “$3,450,000,” and  ins ert  in lieu  t he reof  “ $3,737,000,” fo r an  
ad dit ion  o f $287,000.

Now, th is  is part  of  the  D OD  a ir  pro gram . F ir st  of a ll, w hy do you  
need  $3,737,000 fo r these items?

Mr.  B out in. Mr . Ch air ma n, I wou ld l ike  to ask C ommission er Bean 
to speak t o tha t, i f I  may .

Se na tor  AIagnuson. Al l r ight , Com missioner.
Air. Bean . Air. Ch air ma n, we are pre sentl y working  wi th  the De ­

pa rtm en t of Defense. Th eir exercise  encom passes the stu dy  of  5 
mil lion  items. For the  f irst time th ey  will ge t a ll classes  to ge ther and  
determine what is the m akeup o f them.

In  gen era l supplie s, ind ust ria l sup plies,  and const ruc tion sup plie s, 
automotiv e supplie s, they now hav e appointed  a single  manager  in 
those four  broad classifications, and the y are st ar ting  th ei r stu dy  in 
these areas.

These are as cove r 1,160,000 items.  They have cr ite ria ------
Se na tor  Allott. Th is s ays he re 1,630.
Air. Bean . Well , all  together, the DO D is c ove ring 1,160,000 items.
An d the n we ge t a po rtion  of these—in  othe r words, the y have  c ri ­

te ria that  ce rta in  ite ms like  str ict ly  m ili ta ry  items, R. & D. items, mobi­
liza tion reserves, they  keep; all othe r item s are  offered to us. An d 
du ring  th is  period  of  the  next y ea r a nd  a h al f o r 2 yea rs, the y w ill give  
to  us, we est ima te, a bo ut  280,000 items.

These we mu st review one at  a tim e in orde r to det erm ine  w hethe r 
or  n ot  the y are sui tab le fo r any  t yp e of distr ibut ion in any  kind  of a 
system.

Th e th ing we are  findin g is th at  fo r th e firs t tim e when these are  
br ou gh t toge ther  f rom  the  s everal services^ there is a gr ea t am ount of  
dupli ca tion, sim ila r items. An d so th is  ai r prog ram is to  reduce  the  
numb er o f tho se items  down t o the  bare  min imum.

AVe are  finding th at  the  numb er of  items can be reduced about 50 
perce nt on  the  kinds  of items we have seen.

Se na tor  B ridges. H ow do  you proceed when you find sim ila r items ?
Air. B ean . Th e p roc edu re then  is to  rev iew them wi th the  inte res ted  

pa rti es  and  reduce them  down to one, if  there are  five or  six of  a 
sim ila r ty pe  item.
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Sena tor  Bridges. Who makes th e decision ?
Mr. Bean . We are  wo rking wi th the  D ep ar tm en t of  Defense, we are  

ma kin g a jo in t decision th at  we can  use th is asht ray ins tea d of six 
ash trays.

Some of th is th in g is, we a re g oin g to have  ha lf  th e num ber of  items 
which we h ave  to  buy  and stor e an d issue, and t he savings  in thi s th ing , 
the  sav ings po ten tia ls are  very trem end ous , enough to pay  fo r the  
pro gram.

But  we could not take into our  system six ashtr ays a nd  s ix o f eve ry­
th ing else, because th e sys tem is not big  enou gh to hold it .

Bu t we can tak e in the  one item  whi ch is a sound item  and which 
will  serve o ur  needs.

An d the  dis cards  of these  dupli ca te items is the  th ing th at  thi s is 
des igned to  hand le.

Sena tor  M agnuson. All rig ht .
E x pe nses , S u pp ly D is tr ib uti on

Amendmen t No. 31 add s $1,999,000 on page 20, lines 23 the rein and 
24, of the  bill. An d the  pur pose of  th at , in you r jus tificat ion , th at  
item  is in th e expenses , supply  di str ibu tio n.

Wh o can  speak to that  ?
Mr. Bout in. 1 would like  to  have Com missioner Bea n again  tal k 

on th is, M r. C hai rman.
Sena tor  Magnuson. All rig ht .
Mr. Bean . In  the past 5 years  ou r sales  have more th an  doub led. 

Th is is because  of the  fac t th at  we have  exp and ed ou r line,  we have  
improved  ou r service , and  we hav e been supp lyi ng  t he  Air  Force.

These are the p rin cip al reasons f or  the  increase.
Th is year  our business will be up 20 percen t, and  the amount of 

money which is allott ed  to us in th is  a pp ropr ia tio n will no t take care  
of  t he am ount of  money fo r the  com ing year' s business . We had  esti­
mated  ne xt year' s business as being about a 15 pe rcent increase wi tho ut 
any  addit ion al supp ly su pp or t to the  arm ed services, and th is  est i­
mate is ve ry conserva tive , since we have  done e qua lly as well, or bette r, 
in each of  the  previous 5 years.

But  the  purpo se th at  we are go ing  to  use thi s money fo r is to take  
care  of an increased amo unt  of i nventor y a nd  business.

La st year  we ha d an inv entory  of  $52 mill ion. At the  end of nex t 
yea r, ou r inventory  will be abo ut $70 mil lion .

Se na tor  A llott. $70 mil lion?
Mr. Bean . $70 mill ion,  yes, sir.  An d th is will requir e add itio nal 

space.
To acq uire th is add itio nal  space, we are tak ing ove r Governme nt- 

owned space in Au burn,  W ash. ; the Fort  W or th  Gen era l Depot, 
She lbv,  O hio ; Alb any , G a. ; an d Albuquerqu e, In  orde r to do th is  we 
have to move, and these moving  expenses, tog eth er with ins tal lat ion  
of fixtu res, laoor,  an d supp lies , a re goi ng to cost abo ut $750,000.

In  addit ion  to th at , we have three loca tion s where we have  leased  
addit ion al space. Th is is in  W ashin gto n, D.C.,  A tla nta,  a nd Chicago. 
An d the  bala nce  of  the  items which  make up  t his  increase o f $1,311,600 
is in uti lit ies , jani to rial  services, gu ard and  fire de partm en t equip ­
ment .
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So th is is  ju st a m at te r of  ta king  care of o ur  inve nto ry and  d oin g the  
moving t hat  is nece ssary to take advanta ge  o f Government  space.

General  Sup pl y  F und

Sena tor  Magnuson . Now , amend ment No. 32. Th is is th e old  s tory 
of the amount to  be in the  gen era l su pp ly fund . An d the ma in re­
ques t th ere  for  yo ur  increase, whi ch w ould br in g it up  to  113------

Mr.  Boutin . $123,750,000.
Se na tor  Magnuson. $123,750,000, as I un de rst an d it, to br in g the  

capit al up to that amou nt.
Mr . Bout in. I  wou ld like to have ou r comp tro ller, Mr . Tur pi n,  

spe ak to  that , Mr. C ha irm an, if  I may.
Se na tor  Magnuson. Al l ri gh t.
Mr. T ur pin. Mr. Ch airma n, the  Gener al Su pp ly  Fu nd  is a revolv­

ing  type  fu nd ; all expen diture s made fro m th is fu nd  are  fu lly  re­
covered. Th ere  is financed from th is  fun d the inv entories fo r t he  sup ­
ply opera tion t hat  Mr. Bean  just r efer red to.

Also , the fina ncing of acco unts  receivab le, and  the financ ing  of 
equ ipm ent,  fo r bo th the supply distr ibut ion opera tion and  fo r the 
mo tor  pool opera tion. The est imate  of  the  $8 mil lion  in the  or igi na l 
budget is the  minim um amo unt  necessary to su pp or t the inc rea sin g 
volum e of  sto re sales an d the  othe r ac tiv itie s financed th ro ug h th is 
fun d.

As a  m at te r o f fac t, t hi s pa rti cu la r e stima te of  $8 m illion was based 
on a volume of  business of abou t $380 mil lion  fo r 1962, and the  indi­
cat ions are now th at  th e f igure  wil l be c loser  to  $400 m illion.

I m erely m ention th at  to dem onstrate  the  conservat ive  bas is on which 
th is $8 mill ion req uest  was  developed.

Sena tor  Magnuson. Yo ur  sales ?
Mr. T ur pin. Yes, sir .
So we need the res tor ation  of the  red uc tion of  $4 mil lion  th at was 

made by th e House.
Th is is the  f un d where we experie nce d some difficulty last ye ar  and 

to which you and Se na tor  Al lott re fe rre d a whi le ago-----
Se na tor  Magnuson. And th at  is  where you  had to  bor row  ?
Mr.  T ur pin . Yes, sir. And we c ert ain ly  want to avo id those sit ua ­

tions.
Se na tor  Magnuson. And you get  all  th is  back any way to keep  it  

availab le?
Mr. T ur pin . Yes, sir .
Sena tor  Magnuson. I  th ink we un de rst an d that . We go ove r th at  

every yea r.
Now, we come to st ra teg ic  and cr itica l mate ria ls.

Motor P ool Oper ation s

Sena tor  A ij.ott. Before we leave  thi s, th is  mo tor  pool prog ram  
wor ries  me, and it has always wo rried  me. Who can spe ak to  the  
opera tion o f thi s m oto r pool ?

I t  seems to me th at  every o the r ca r I  see on the  str eet s o f W ashing ton 
is a  chauf feu red  car belong ing  to  somebody, I do no t know wh eth er to 
you or  not. I  do no t th ink the y all do. But  let  us get  in to  th is  a 
lit tle  bit.
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I  am no t ra is ing th is  because it  is a new admi nis tra tio n, because I  
hav e rai sed  it plen ty  of times befo re, and  I  am never go ing  to qu it.

Mr . Bout in . Senator , I would like  to hav e Mr. Bea n again  spe ak 
to th is. I t  is unde r his  charge.

Mr. Bean . Of  course , in the  city of  Washing ton ou r ac tiv ity  is 
lim ited , and the  to ta l num ber  you see are  certa inly no t all fro m the 
mo tor  pool.

In  the  case of hea ds of agencies in town, those are  mo stly  ren ted  
cars , no t fro m the mo tor pool. They re nt  them , and  sometimes the y 
are  bought fro m ap prop ria ted fund s g iven  fo r th at  pu rpose.

Many of these , o f course, th at  a re used by the  head s of agenc ies are  
chauffe ur-driven . Th e D epart me nt o f Defense  has  a n um ber  of ch au f­
feu r-d riv en  cars . But  most all of  the  cars from the  mo tor  pool  are  
at  lo wer levels, the peop le who are  a ctu ally out doing  w ork  in  W ash­
ing ton  and nearb y.

Sena tor  B ridges. W ha t makes do you have in the mo tor  pool?
Mr. Bean . Th e kind  of car s we have, we have  some com pact  car s, 

some Fo rds, some Chevrolets , and some Ply mo uth s. Tho se are  the  
only  th ing s we can buy  with ou r lim ita tio ns , the  small, inex pensive  
cars,  and  the y ar e st rict ly  workhorses.

Now, we o perat e these at  abo ut 7.5 cents  a mile, as com par ed to an 
average  of 11.3 cents  a mile when  the y are  no t in mo tor  pools,  and 
so on a m ileage bas is we save the  G overn ment a lot  of  m oney on these 
cars.

Se na tor  A llott. D o you supp ly cha uffeurs wi th any  of these car s?
Mr. Bean . We do not, sir . Th ere  are  no chauf feu rs a t all.
Se na tor  A llott. Do you assign car s pe rmanently  to any  person  or  

persons?
Air. Bean . We might  assign a ca r to  an agency  if  we hav e a sufficient 

demand.
How ever, the basi s on which you are  able to make money is to make 

th at  ca r run 8 hours  a  da y, and  if  they wa nt  fou r car s where there  a re 
only  t hree  car s needed, we take it back and pu t it to work someplace  
else.

IMPR OPER  USE  OF CARS

Se na tor  A llott. I f  a  car is used by a p erson in an agency fo r th ei r 
person al use, and if  i t is d riven home a t nigh t and  d riven down in the  
mo rning for  perso nal  tra ns po rta tio n,  do I un de rst and you to say  th at  
th is is the  res ponsibi lity  o f the  head of  th at  agency, and  ou t of your  
imm edia te co ntrol ?

Mr.  Bean . Moto r pool cars are  no t used fo r th at  purpose.
Se na tor  A llott. Well, I hav e he ard th is  sta tem ent many time s be­

fore , and  I am wi lling  to take issue with it. I  assume th at  it  is no t 
your inte nti on  at  least.

Air. Bean . No, s ir ; i t is not.
An d th ere  is th is co nsideratio n which is given -----
Se na tor  Allott. W ill  you answe r th e o ther  quest ion first , Air. Bean. 

I f  th is is done, if  these cars  a re used  improperly, wh at you a re say ing  
is th at , ha vin g been assigned to th is  agency, pa rt icul ar  agency or  
departm ent, th at  th is  misuse of a ca r is the  responsi bil ity  o f the  h ead  
of t he ag ency  an d no t un der yo ur  control  ?
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Mr. Bean. That is correct, sir, and it is a violation of the regula ­
tions governing that  car. And wherever we find out such a situation, 
we call it  to the attention of the head of the  agency.

Senator  Bridges. What action is then taken (
Mr. Bean. Why, we can, according to our regulations, take the car 

back and put it in the pool, relieve them of the car entirely.
Senator  Smith . Do you do that?
Mr. Bean. Or the person can be fired. We have not found it neces­

sary so far.
One exception which sometimes causes difficulty, if a man is, say, 

an inspector and goes to various manufactu ring plants, and it is closer 
for him to take a car home at nigh t and then sta rt from his home, 
going in the direction opposite from his office to a plant,  then the 
regional commissioner of tha t region gives him permission to take 
tha t car home for the night, because it is a savings to the Government; 
the car travels less in order to arrive at the point and saves time, as 
well.

This is the only exception tha t is made.
Mr. Boutin. We have very, very few violations actually. We get 

reports  like Air. Bean is referr ing to, where somebody will say, “Well, 
1 saw a motor-pool car outside of somebody else’s home all night.”

But when we check it out, we find tha t they had permission to do 
it and it was actually saving the Government money by doing i t t ha t 
way, because it was on a special mission.

IDE NTIFICATIO N OF MOTOR-POOL CARS

Senator Bridges. How is a motor-pool car identified from another 
Government car? How would we know, if we saw it, tha t it was a 
motor-pool car ?

Mr. Boutin. Righ t on the side of the car it is labeled, “Interagency 
Motor Pool, General Services Administration, for Official Business 
Only.”

Mr. Bean. And it has a special Government license plate on it, 
with a number. And tha t number, if related to us, te lls us exactly 
where the car is being used.

Senator Allott. Do you mean a special license plate ?
Mr. Bean. It  is a U.S. Government special license plate.
Senator  Ali.ott. It  has a certain series on it ?
Mr. Bean. It  has a certain series of numbers and le tters on the front  

of it.
Senator  Allott. Thank you.
Senator AIagnuson. All right.

Strategic and Critical Materials

Strategic and critical materials, on page 22 of the bill, lines 18 and 
19 of the bill, as reported to the House, af ter the word “Acts,” delete 
“provided said leasehold interests are at nominal cost to the Gov­
ernment.”

Mr. Boutin. May I have Mr. T urpin speak to tha t, Mr. Chairman ?
Senator Magnuson. Yes. That is amendment No. 34. Tha t is a 

language amendment; is it not?
Air. Boutin. Yes; it is, sir.
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Mr. Turpin?
Senator Bridges. Are you skipping amendment 33?
Senator Magnuson. Wait a minute, I have missed 33. Let us go 

back to 33.
On page 22, line 11 of the bill, as reported to the House, strike 

out “$30,000,000” and insert in lieu thereof  “$38,683,000.” And this 
is on strategic and critical materials. The House report: “The com­
mittee recommends an appropriation of $30,000,000 for the stock­
piling program instead of $40,000,000, as requested.”

The bill also allows $3 million for operat ing expenses instead of 
$3,015,000, as the agency proposed.

The House committee reduced the request for appropriations to 
carry out the Stockpiling Act from $40 million to $30 million. Now, 
tell us about that.

Mr. Boutin. I would like to have the Assistan t Commissioner, 
Mr. Har lan, speak to tha t, if  he may, Mr. Chairman.

Senator Magnuson. All right.
Mr. H arlan. Mr. Chairman, inasmuch as the bulk of our budget 

consists of fixed, recurring storage costs, if the House-----
STATUS OF NATIONAL STOCKPILE

Senator Magnuson. Before you get into these fixed costs, what is 
the value of our stockpile now?

Mr. Harlan. $8.5 billion, sir.
Senator Magnuson. $8.5 billion ?
Mr. Harlan. Tha t is right.
Senator Bridges. And how close is t ha t to the total requirements 

which are set as the strategic requirements o f this Nation?
Mr. TTarlan. Requirements are about $4.5 billion.
Mr. Boutin. We are running about $4 billion in excess, are we not?
Mr. Harlan. Tha t is right.
What you want  to  know is how much have we got to go to fulfill 

all of our objectives, as I understand it, is tha t correct?
Senator Bridges. Yes. Tf we should have a war next fall, what 

would we be lacking in s trategic materials?
Mr. II arlan. Materials costing about $30 million, Senator. 

MAT ERIALS  BELOW OBJECTIVES

Senator Bridges. And what would we be lacking in stra tegic items?
Mr. Harlan. We are short of our objective on 13 commodities.
Senator Bridges. And what are the 13 ?
Mr. Harlan. I have a list of them right here.
Mr. Boutin. While he is getting them, Senator, our problem is, 

on some items we are way over the objective; on a few we are below.
Mr. Harlan. In fact, we are over on all except these 13 items.
Senator Bridges. This is not classified information ?
Mr. H arlan. No; it is not classified. There are parts of this table 

which are classified, but I would not refer to them unless you wish 
it, in which case I would have to give it to you late r on.

We are short on antimony; amosite asbestos: chrysotile asbestos; 
bismuth; celestite; chrome, refractory grade; diamond dies, small; 
iodine: jewel bearings; manganese, chemical grade , type B; sapphire  
and rub y; selenium.
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Senator Magnuson. Now , is there any money in this bill to pick 

up that shortage?
Mr. Harlan. There is, sir.
Senator Magnuson. That  is $30 million, or $40 million?
Mr. Harlan. It  is a part of $30 million; tha t is right, sir.
Senator  Magnuson. But you asked for $40 million ?
Mr. Harlan. Right.
Senator Magnuson. To pick up this shortage, and to maintain  the 

stockpile ?
Air. Harlan. That is right, sir.
Senator  Magnuson. It  is part of  the whole thing ?
Air. Harlan. It  is par t of the whole thing.
Senator  AIagnuson. The I louse cut you to 30 ?
Air. Harlan. Tha t is correct.
Senator AIagnuson. Would the 30 allow you to pick up these items 

to the degree that OCI)AI figure-----
Mr. Harlan. AVe would give tha t prior ity, yes.

Effect of H ous e R eduction

Senator AIagnuson. And what would the cut of the $10 million do, 
where would that be applied ?

Air. H arlan. It  would affect our rotation program, Senator. AVe 
have 77 million pounds of cordage fiber which will reach a storage 
age of 7 years in fiscal year 1962.

Now, our experience has indicated, and our research has indicated, 
tha t when cordage fiber has been in storage as long as 7 years it begins 
to deteriorate insofar as its usefulness for the purpose for which it 
is stored is concerned. So under the law and under the principles 
of good stockpile management, we sell that  material and replace it with 
fresh material.

In order to do that  we would need the $18 million which we initially 
requested—I beg your pardon—it would be $16.6 million fo r cordage 
fiber.

So the reduction would have to come out of rotation, Senator, and 
it would mean tha t if the cut stands, I would be able to rotate only 
about 25 to 30 million pounds of fiber instead of 77 million pounds.

Senator AIagnuson. II ow  much would you get for the fiber if you 
could do the complete rotation, how much would you get back?

Air. H arlan. The net cost of th at complete rotation would be about 
$2.8 million. Tha t is the difference between what I sell it for and the 
price I have to pay for the fresh fiber.

Senator AIagnuson. Between what you sell it for and what  you 
have to pay for the new 77 million pounds?

Air. Harlan. Tha t is right, sir.
Senator AIagnuson. So if you don’t have the full amount, you don’t 

recover as much either?
Air. Harlan. Tha t is correct, sir. And if we don’t rota te it this 

year, if we have to rota te it a t some future  date, the older it  gets, the 
more we lose.

71 036— 61------ 27



416 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

COMP LETIO N OF STOCKPILE OBJECTIVES

Sena tor  Bridges. May I  ask you one question more?
Of  th e 13 s tra teg ic  commoditie s which a re in sh or t supply in rela tio n 

to your stoc kpi le requ irem ents on, in the fu tu re  are  you  going  to 
esta blis h pr iorit ies  among the 13?

Air. H arlan. Yes, sir. The pr ior ities  are  es tab lish ed by the  Oflice 
of  Civi l and Defense Mob iliza tion , a nd th ey  give u s a d irective  to  p ur­
chase ag ains t those.  We are  pu rch as ing  again st only  three of those  
commodities and  hoping to ob tai n our req uir ement  on the bala nce  
throug h th e b ar te r prog ram .

ST ATU S OK BE RYLL IU M

Sena tor  Allott. Wha t is the sit ua tio n with resp ect  to ber yll ium  
oxide? I  notice you d id not n ame is as  1 o f the  13. Do y ou  a ctu all y 
have  you r stoc kpi le re qui rem ents on th at now  ?

Air. H arlan. We do, sir.
Sena tor  Allott. Or  you sim ply  cont ract  it, which ?
Air. H arlan. No, s ir;  we h ave  t he  stoc kpi le requ irem ents. As  you 

know, we ha ve an open pro gra m fo r buyin g bery l, hand-co bbed beryl 
ore. Ye s; we are  in excess of our  objec tive  on beryl.

ST ATU S OF M ANGANES E

Senator  AIagnuson. Now, we ge t back to an old tes t run.  How is 
your  manganese p ile  ?

Air. H arlan. I t  is fine, e xcept th at somebody out there is pu tt in g 
phosp hat e du st on top  of it, and I am ha vin g trouble wi th its  ge tti ng  
con tam inated .

Sena tor  AIagnuson. Of  co urse we have  the  same r equest here abo ut 
all the  people  in th e business  about the problem of up grad ing.  I th ink 
som eth ing  sho uld be in the  record abo ut it. We have c onflict ing testi ­
mony  as to th e de ter ior ation  or  lack of d ete rio rat ion  of  these open p iles. 
An d you peop le have always claimed  th at  they do not d ete rio rat e, and  
these peop le have  claim ed th at  even if they do or  they don’t—they 
th ink they do—that  we o ught to spend some money to up grade it  a nd  
pu t it in the  second phase, and  then we wou ld have it  in good  shap e, 
and  it would be th ere all the  tim e and would n’t de ter iorate . And you 
are  going to do th at  if  you a re  goin g to use it  anyway.

Air. H arlan. As you know, we have looked  into th is question of 
de ter ior ati on  in t he  pas t, and ou r ex perts  tel l us th at  the m ate ria l is no t 
de ter ior ati ng . As  fa r as the  ques tion  of up grad ing is concerned, our 
fri ends  in OCDA1 hav e considered th is ques tion  of  upg rading  m angan­
ese ore, an d have dete rmined  a nd  found t hat  we have  sufficient q ua nt i­
ties of the  u pg rade d form s of th is  mate ria l in the  stoc kpi le now.

So th at  t he re is no real jus tifi cat ion  fo r payin g fo r up gr ad ing th is  
ma ter ial .

Se na tor  AIagnuson. In  oth er words, you  are  not abo ut to  ask fo r 
money to up grad e it  unles s somebody asks you to ?

Air. H arlan. That  is righ t.
Se na tor  AIagnuson. General  Services.
You j us t ac t as ag ents in this  ma tte r?
Air. I I arlan. That  is rig ht.
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Mr. Boutin. Custodians.
Senator Magnuson. We will put these telegrams in the record again. 

And where this  request should really come from is OCDM.
(The telegrams referred  to follow:)

Butte, Mont., Ju ne  12, 1961.
Hon. Warren G. Magnuson,
U.S. Se nate  Office Build ing, Washington, D.C.:

We urge that  you, as chairman  of Indepen dent  Offices Subcommittee of Senat e
Appro priat ions Committee, do ever ythin g possible to include in independent 
offices app ropriat ion bill spelled out provisions for upgr ading chrome and  man ­
ganese stockpiles. Such inclusion will res ult  in curin g much economic depression  
in numerous mining  com munities and will revi talize two sick indu stries. House 
passed bill greatly  needs clarifying. Your pa st efforts, par ticula rly  of 2 years 
ago, along these lines, gre atly  appreciated.

Mining  Association op Montana, 
M. G. Maloney , Secre tary-M anage r.

Spokane, Wash ., Ju ne  12 ,1961.
Warren G. Magnuson,
Senate Office Building , Washington, D.C.:

Your pas t efforts, as chairman  of the In du str ial  Office Subcommittee of the
Senat e Appropria tions  Committee in rega rd to upgr ading chrome and magnesium 
stockpile is g rea tly appreciated. House passed bill needs clarif ying. Inclusion s 
to stockpile chrome and  magnesium will help our  are as economic depressio n. 
We will app reci ate your furth er  help.

Austin  Smith ,
Subdist rict  D irecto r, United  Steel Workers of America.

Butte, Mont., Ju ne  14, 1961.
Sena tor Warren G. Magnuson,
Senate Office Building, Washington, D.C.:

Understa nd II.R. 7445, indep enden t office app ropriat ion bill passed the  House
Jun e 7 and is now before your committee. It  has been suggested to your com­
mitte e that  $15 million be app ropr iated  for  the  upgrading, beneliciat ion, and/o r 
conversion of chrome and low-grade mang anese  ore or conc entrates into  a more 
usable  form. We would apprecia te grea tly if you will give this  sugges tion 
consideration . We ar e fam ilia r with House Rep ort 449, pages 11 and  18, but  
prefer a str aig ht appropria tion.  Whether a str aig ht appropriat ion sta ted  th at  
paym ent in kind or oth er method of paym ent it  should be def initely sta ted  th at  
mangan ese and chrome will be upgrad ed, the  tonnages named, and the time 
required for so doing. In the case of managanese and chrome, of which over 90 
percent is produced in foreign countries at  a much cheaper cost tha n it  can be 
produced in the United  States , it would almo st be impossible for a producer 
of managanese o r chrome t o mark et eith er prod uct at  this  time. The refo re legis­
latio n should provide  th at  a contrac tor should be pa id in an order ly, businesslike 
fashion with out price -cutt ing and dumping  whe ther  payment is in kind  or in a 
combina tion with  diffe rent  mat erial  or ma ter ials now in the  nationa l stockpile 
in the form of finished  product.

D omestic Manganese and  D evelopment Co., 
By J ohn H. Cole.

Santa F e, N. Men., Jun e 14, 1961.
Senator  Warren G. Magnuson,
Senate Office Building, Washington, D.C.:

Re II.R. 7445, dep artm ent  of appr opriation s, independent office app ropriat ions
bill. We feel th at  this  bill should specifically call for upgrading manganese 
stockpiles. Should also clar ify method and  man ner of payment more fully. 
Your help in this are a in pas t grea tly appreci ated  by mining indus try.

William F. D armitzei.,
New Mexico Mining Association.
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Auth ority  for Long-Term  Leas es

Now, we go  to the  langua ge on page  22, lines 18 and 19 of  t he  b ill. 
An d tell us wh at th at  is about. A ft er  the wor d “acts” you wa nt  
to dele te “p rov ided said leasehold int ere sts  a re  at  nom inal cost to  t he  
Government .”

The House  put t hat in.
Mr. Bout in. May we h ave  Mr. Tur pi n speak to that?
Sena tor  M agnuson. All rig ht .
Mr.  T ur pin . Mr. Chairma n, the ap pr op riat ion fo r m aintaining  an d 

op erat ing the  stockpi le pr io r to th is ye ar  was ap prop riated  on a no ­
year bas is; in othe r words, the  fund s were ava ilable  un til  expended. 
W ith  an ap prop ria tio n of th at  n atur e,  t he re  was au thor ity  fo r e nt er ­
ing  into some lon g-term  leases fo r th e sto rag e of  some of th is mate­
rial . Th is is fo r outsid e sto rage .

Incid en tal ly,  on these leases there are  some very fav orab le terms , 
because mos t of  t hem are  loca ted at pl an t sites , and most pro vid e fo r 
nom inal  ren tal costs, such  as  fo r a do lla r a year . Th is year,  w hen the  
ap prop ria tio n was placed on a 1-year  bas is, it  pre sen ted  us wi th  a 
legal  problem  in exe rcis ing  renewal rig ht s th at  we ha d un de r thes e 
leases, because  the renewal opt ion s w ere m ost ly fo r 5 -yea r periods.

In  order to tak e advanta ge  of  these fav ora ble  term s, we p rop ose d 
in the lan guage th at  we be pe rm itt ed  to en ter  into lon g-t erm  leases 
exten din g beyond 1 year .

The  House, in ac tin g on it, gav e us  the  au thor ity , bu t they  add ed 
the  words  “p rov ide d said leasehold int ere sts  are at  nominal cost to  th e 
Gov ernment.”

We  test ified  at  th e House th at  most of  these cases are at  nom inal 
cost.

We  have abou t 35 such  leases th at  a re fo r a d ol lar  a yea r, bu t we do 
have 18 th at  ru n fro m a d oll ar a yea r plu s taxes,  up to a h igh o f $8,270 
year.

We are  af ra id  th at  with th e lang uage  “prov ide d said leaseho ld in te r­
ests  are  at  nom inal  cost to the  Go vernm ent,” we may  be in difficulty 
on some t hat  are  in excess of a d ol lar a year , because we ma y get  int o a  
legal argume nt as to  w hat  is  “n ominal cost.”

That  is the reason  fo r ou r reques t, th at the lim iting  pro viso be 
elim ina ted .

Se na tor  Allott. Ju st  as a mat te r of informa tion, who has th at  
$8,000 con tra ct ?

Mr. T ur pin . I t  is the  In di an a Har bo r Be lt Ra ilroad, Ham mond, 
In d.

Mr.  H arlan. Th e fa ir  ren tal  est imate s value on th at  pr op er ty  is 
$37,000, so even at  $8,000 i t is a  good deal.

Se na tor M agnuson. Now, most o f th is s tuf f is stor ed, is i t not , at,  in, 
o r near the plan ts th at  might he called upon to  do the  w ork  in  case we 
needed to use the  produ ct ?

Mr. H arlan. That  is rig ht , sir.
Se na tor Magnuson. Ri gh t in th ei r own yards?
Mr. H arlan. T hat  is rig ht . An d wherever  it is in th ei r ya rds we 

usu ally  get a re ntal  agre eme nt of  a do lla r a yea r. Bu t once in awh ile 
where th ere  is n’t space ava ilab le t o t hem we h ave  to r esor t to ra ilr oa ds  
and  city p rope rty  or  someth ing  like th at , and then we have to  get above 
a d ol lar  to cove r taxes o r minimum charg es on the propert y. An d that  
is wh ere we a re  go ing  to  ge t i nto  tro ub le on th is if we a re no t c are ful .
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Se na tor  Magnuson. Bu t the y are  no t abo ut to let  th at  s tuff  g et  ou t 
of  there.

Mr. H arlan. But  it places us in conti nual jeo pa rdy if  we have to  
reb arga in eve ry year .

Se na tor  Magnuson. Bu t you do have some cases where you have got 
to  r ene gotia te ?

Mr. H arlan. Tha t is rig ht.
Se na tor M agnuson. I th ink we un de rst an d that .

Administrative Operations

Now,  amend ment 35, page  24, l ine 8, o f the bill , you  ask fo r an in­
crease  o f $595,000 in th e admi nis tra tiv e opera tio ns  f und.

Th is pro vides fo r the  ad mi nis tra tiv e, fina ncia l, l egal , a nd  o ther  gen­
era l su pp or t fo r the  OS A pro gra m.  That  is your  gen era l ad mi nis ­
tra tio n,  isn ’t  i t ?

Mr.  Boutin . That  is corre ct;  the Co mptrolle r’s Office, th e Office 
of Ad minist rat ion, the Office of the  Gener al Counsel, Legis lat ive  a nd  
Bus iness Services, a nd  Fiel d S uperv isio n.

Se na tor  Magnuson. Now at  thi s point  we are go ing  to—you  an d M r. 
Moore have to come back here some tim e when he is availabl e so t hat  
we can ta lk  a bout th is  l egal division on the tra ns po rta tio n an d pub lic 
uti liti es,  we d id n’t br in g th at  up today .

Tha t would  be in here , wouldn’t it  ?
No, t hat  is a se parat e item.
Mr.  B outin . We  ar en ’t app ea lin g an yt hi ng  there .
Se na tor  Bridges. Why  do you need a dd ition al assistance, p ersonn el ?
Mr. Bout in. We are appealing  th e cut, Sena tor , o f $595,100 that  we 

need  to support all o f ou r program s in GSA.
Sena tor  B ridges. By s up po rti ng  th em, d o you mean  a dd ition al  p er ­

sonnel to ad min ist er  them?
Mr. Bout in. Mr. Tu rp in , would you spe ak to th at ? You are  an 

ex pe rt in th is  field.
Mr. T ur pin . Sena tor , thi s cove rs all  of  the staf f services, as the  

chairma n ind ica ted , to supp ort the vario us  p rogram s in GS A. They 
include  such th ing s as the  c om ptr oll er staff, lega l staff , the person nel  
staff , and some o f  the act ivi ties  th at  a re  n orm ally thou gh t to  be  o ver ­
head type opera tions.

The y also inc lude all  da ta pro cessing ac tiv itie s whi ch are  dir ec tly  
rel ate d to t he  program s.

Wh en the  volume  o f business fo r thes e p rogram s increases,  we m ust  
hav e an  increase in th is  fund  in o rder  to handle  them.

I would like  to  ci te j us t one e xam ple  of  the increased business, unde r 
the supp ly di str ibut ion prog ram  th at Mr.  Bea n re fe rre d to. We  an ­
tic ipate th at  the busin ess in 1962 will  call fo r 800,000 mo re lin e item s 
of  sup ply  than  was processed in 1961. That  p ut s a workload  on the  
staf f financed from th is  ad minist ra tiv e opera tions  fund  in processing 
the  ord ers , the sh ipping  documents, the  pick ing  tick ets , the bi lling  
accounting a nd  so fo rth .

The 800,000 item increase  is  about 15,000 line i tems  pe r week, which  
is equ iva len t to  the tot al worklo ad th a t one of  our la rg er  reg ion s is 
now hand lin g.



420 INDEPENDENT OFFICES APPROPRIATIONS, 196 2

So with that  kind of an increase in 1962 over 1961, we are going to 
be in a bad way unless we get the full amount of the estimate in this 
account. I would like to insert for  the record a tabulation which com­
pares administra tive operations increases with certain program in­
creases for 1958 and 1962.

(The material referred to fol lows:)
Comparison of administrative operation costs versus selected program operations, 

fiscal  years 1958 and  1962
[Dollar am oun ts In millions]

Staff supp ort:
Adm inist rative operations__________________________

Selected program operations:
Surplus  real  property disposals______________________
Const ruction (new obligat lonal a uth or ity )--------------------
Supply sys tem sales .............. . ................... . .........................
Supply schedule purchases__________________________
Personal property u til ity  transfers »............ ........... .............
Motor pools ac tivate d_____ ________________ nu m be r. .
Records administe red _____ _______ million cub ic fee t..
Records Reference Service________________th ou sand s..
Stockpile inventories_______________________________
DPA inventory___________________________________

1958 actual 1962 est imate
Percent 

change from 
1958

$13.8 $17.7 ‘ 28.3

$121.6 $817. 0 572
$69.0 $212. 5 208

$261.2 $397. 8 52
$411.3 $700.0 70
$138.0 $350.0 154

33 75 127
4 1 6. 73 64
1.9 5.3 179

$6,460.9 $7,111.3 10
$1,140.1 $1,540.0 35

' Approximately 18 percent for Pay Act increases, 1958 and  1960. 
’ Acquisition cost.

It  is significant that  while costs for  adm inistra tive operations  supp ort have 
increased 28.3 percent from 1958 to 1962, program operations and workload in 
numerous insta nces  have increased more tha n three or four  times in scope. The 
smal ler growth of adm inis trat ive  operation s compared to program operations 
has  been made possible through new and/o r streamlined methods, par ticu lar ly 
the  appl ication of au tomatic  data processing techniques.

LIMITATION ITEM

Mr. Turpin . I  might mention tha t this is a limitation item on the 
amount of funds included in other items that we could use for this 
purpose.

It  is not additional money in this particu lar item.
Senator  Allott. How much of this would actually go into data 

processing machines ?
Mr. Turpin . Well, I can-----
Senator  Allott. Roughly.
Mr. T urpin . I would like to say, Senator—if I could just preface 

it first—of this total $595,100 increase, almost all of it is related to the 
supply program. The increase is essential if we are to handle the in­
creased supply business.

The number of additional man-years of employment tha t we are 
asking for is only about 35 or 40 in total, 1962 over 1961.

I would say tha t about two-thirds of the increase would be for 
rental of equipment and purchase of cards and forms tha t are used, 
and about one-third of it for personal services.

Senator  Bridges. In making purchases, let us refe r to stenogra­
phers’ desks, for example, how much do you pay in relation to the 
normal wholesale or retail price?

Mr. Boutin . Mr. Bean, could you answer that?
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Mr. Bean. I would say roughly tha t we purchase them for 15 to 
20 percent less than wholesale.

Senator Bridges. Does tha t hold true on most items?
Mr. Bean. It  is actually a conservative figure, because some of 

them are very much higher than tha t.

ADDITIONAL PERSONNEL

Senator Magnuson. Why do you need 35 extra people?
Mr. T urpin. Although we are asking for 42 additional man-years, 

mainly for key punch operators, in terms of number of positions, we 
are requesting only four more to handle all of the source documents, 
including purchase orders to vendors and requisitions tha t we receive 
from other agencies which we, of course, have to punch into cards. 
Also an impor tant and essential element of automatic data  process­
ing is continuing systems and programing  work to improve the output 
for purposes of management.

Senator Magnuson. I know, but a machine would eliminate some 
jobs, would it not, it would eliminate some jobs that  are now doing 
tha t same work? So, therefore, you ought to have a saving in 
personnel.

Mr. Turpin. Mr. Chairman, it does enable-----
Senator Magnuson. Or is it just like Parkinson’s law ?
Mr. Turpin. No, sir. It  does enable the Commissioner of Federa l 

Supply to do his job with less people than  he would otherwise need. 
But in the activity  th at is financed from this fund, the data  process­
ing activity, it actually takes us a few more people to operate the 
machines and to prepare the basic material tha t comes in. I can 
cite-----

Mr. Bean. The higher volume is part of it.
Mr. Turpin. I can cite one example-----
Senator Magnuson. You have three people here doing the work, 

and if you buy a machine, one key puncher can do the work of those 
three, and we ought to have a minus two here.

Mr. T urpin. Mr. Bean should give me a li ttle bit of support here. 
But I can give you one example, if I may-----

Air. Bean. I think the Senator is actually right.  But you have to 
take into consideration that our business is running more than a 20-
{lercent increase. So that factor also gets in to the picture. If  the 
>usines stayed level you could possibly do that.

Senator Magnuson. You have grown 10 percent?
Air. Bean. No, we have grown over 100 percent. In the past 5 

years we have grown more than 100 percent, about 20 percent a year.

TOTAL PERSONNEL

Senator AIagnuson. How many people did you have 5 years ago 
working for you ?

Mr. Bean. Well, I can tell you. We had-----
Senator AIagnuson. You have doubled your people, I am pret ty 

sure of that.
Air. Bean. We had 1,752 people 6 years ago. And we have 2,055 

people now—tha t might  be on, but jus t a very few.
Senator Bridges. All over the country ?
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Mr. Bean . Yes, centr al office and  all over the cou ntry. An d th is 
is because the  fact  tha t in the  C om ptr oll er' s office we ha ve au tom ation  
and imp roved system s, and  we have brou gh t dow n the  cost o f the op­
era tion cons istently  as  it  also went up in  volume.

Sena tor  M agnuson. Bu t you have an increase p ersonnelwise?
Mr. T ur pin . I  have the figures here, M r. Chairma n.
Sena tor  M agnuson. Wh en you say you have increased 100 percen t, 

how do you mean  ?
Mr. Bean. Volu me o f bus iness.
Senator  Magnuson. In  volume, yes.  But  it  doesn’t take  any  more 

to buy a hundred  tons of  whatever  you  are bu ying  fo r the  stoc kpi le 
tha n it does to buy  17 gross  o f pencils , does it,  any  more work?

Mr. Bean . I t  takes more  work , and it  tak es more work to pack it 
and  sh ip it  to  a g rea t many locations.

Senator  B ridges. Do you do the packin g ?
Mr. Bean. Ou t of ou r warehouse , we d o ; yes.

TOTAL IT EM S SU PP LIED

We supply fro m the warehouses about 12,000 items . Then we 
ship dir ect fro m the manufac turer, we ha nd le anoth er  50,000. That  
pa it  we do no t do the packaging  on. But  th e part  th at  comes from 
the  warehouse, we do  the p ack aging on th at .

Mr. Bout in. I f  you w ill give us th e t ime , we wou ld like to have -----
Senator  Magnuson. Y ou say th at  yo ur  business  ha s inc reased  100 

perc ent.  Bu t in  do lla r figures, in ma kin g out a slip  fo r a diamo nd 
the re is no more work th an  ma kin g ou t a sli p fo r a piece of  rock. 
An d you  hav e th at  in o ur  100 percen t.

Mr. Bean . No ; we only have the  common use item s, and they  are  
the same i tem s as there were  before.

Senator  Magnuson. Do n’t ge t Pa rk in so n’s law  working.
Mr. Bean . No, we are n ot ; we haven’t added many people.
Senator  Magnuson. Now, wheth er th is occurs or not , as you tak e 

over more fun ctions as you move a lon g there  sho uld  be a co rre spo nding  
reduct ion  in the  oth er depar tment s. For ins tance,  in your  archiv es 
th ings  her e you are  ad ding  more  people,  bu t you have absorbed a 
grea t deal of  the  record  centers fo r the Dep ar tm en t of Defense and  
oth er people, and they  shou ld show rel ief . B ut  I  th ink if  you will  
look closely at thei r bud get  you will fin d th at  there  is no re lie f at all.

Air. B ean . The Bu rea u of the  Budget is s it ting  on thi s v ery  c losely , 
and I  th ink they  are  go ing  to see th at the  rel ief comes.

B u sin e s s  Ser vice s

Se na tor  Smit h. Mr . Chairma n, befor e you leave th at  item, ta lk ­
ing about th is increase  in business, I  note  in your  business services 
qui te a s im ila rity to some o f the job descr ipt ion s and  t he  e xpenditure s 
and the  requests w ith  var iou s offices un de r the  Commerce D epart me nt,  
and Sma ll Business . Tak e, fo r inst anc e, the Di rec tor  of  Bus iness 
Services in Small Business.  Wi ll you tell the  com mitt ee just wh at the 
fun ction is of th at  office, and  how it diff ers  fro m the business  services 
in Com merce?

Mr. Boutin . We ll, ou r business serv ice cen ters  are  di rec tly  rel ate d 
both to  ou r Pu bl ic Bu ild ing Serv ice and to  ou r Fe de ral Su pp ly  
Service. Ac tuall y, we have, very , very few people  in those pos itions.
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We have, I  th ink fa r less than  50 peop le nat ionwid e. An d these 
peo ple  have the res ponsibi lity  of aiding  pa rti cu la rly small business 
to  do business wi th the  Government  in pro cur em ent, in con tracts , 
goi ng out in the  field, and he lp ing them  to  prep are th ei r bid  forms.

Many of these fir ms don’t hav e the staff in orde r to do it. We 
maintain an d pro vide cu rren t inform at ion on all supp ly bidd ing  
op po rtu ni tie s, repa ir and  constru cti on  contract s, su rplus pr op er ty  
disp osa l offer ings,  leas ing  c ontracts , ma ilin g lis t forms, and so fo rth . 
We  offer  a foca l po int fo r all  business  conc erns  int ere ste d in  pa rt ic i­
pa ting  in GS A’s diversi fied  pro gra ms . Ac tua lly , we do n’t th in k we 
are  do ing  eno ugh  in th is are a, although we are  showing  some grea t 
res ult s wi th wh at we are  do ing —ma king  ma ny more peo ple  kno wl­
edgeable about the  opp or tuni tie s t o do busin ess wi th the  Gov ernment.

Se na tor  Smit h . Bu t th at is exa ctly  wha t the  Sm all Bus iness Ad­
mini str ati on  is supposed to  be doing,  and , also, ap ar t fro m wha t the 
Commerce Dep ar tm en t is ask ing  fo r in fun ds.

ITow do your  business cl inic s d iffe r from th e ones th at  t he Comm erce 
De pa rtm en t, the BD SA  schedule , an d the  Sm all  Busine ss agencies?

Is n’t ther e qu ite  a bit o f overl ap ping  there ?
Mr.  B outin. I  don’t th ink there  is, Senator.  Our  people , o f course , 

are  di rectl y concerned only with GSA. They are  not ou t like the y 
are, I  presum e at Commerce wi th business  as a whole. All  we are  
try in g to do is to help peo ple  a s we grow an d as ou r source of fund s 
in the Fe de ral  Su pp ly Service and  dem and s grow, we tr y  to help 
people to do busin ess th ro ug h the Gen eral  Service s Ad minist ra tio n 
wi th the Governmen t.

Now, we do coopera te, of  course, very closely  wi th the Sm all  
Busine ss Ad minist rat ion, lar ge ly  on the  po int of  set-asides . On  
cov erin g the De partm ent of  Commerce we do no t hav e as close a 
rel ati on sh ip a t p resent .

Mr.  Bea n, you migh t wa nt to  exp and  fu rther  on th at , if  I  have 
lef t any  th in g out.

Mr.  Bean. The re needs  to be a sing le po in t in each of  ou r regions 
where  businessmen can come and  ask qu es tio ns : Do you buy th is or  
do you  no t, and  when a re you g oin g to  buy  some o ther  k ind of  an item  ? 
How do you do business  w ith  the  G ove rnm ent  ? W ha t is a n invi ta tio n 
to bid  and how does it  o perate? W ha t is t he  governi ng  specif icat ion 
and wh at  does it  mea n? They have m any  questions on Pu bl ic  B ui ld­
ing s re pa ir  con tracts , su rplus disposa ls, leasing op po rtu ni tie s, stock­
pil e disp osa ls, etc.

All  of  these th ing s which ma ny businessmen do not un de rst and, 
the y can  come to th is  one office in each  of  ou r reg ion s and find out 
these thi ngs, so th at  the n the y are in a pos itio n to make a bid  and 
pa rt ic ip ate in  G overnment contr ac tin g.

LIAISON WITH OTHER AGENCIES

Se na tor  Smit h . Bu t do you hav e any liai son  betw een yo ur  office 
and B DS A,  and  S mal l B usiness on th e clinics , fo r instanc e?

Mr. Bean. On clin ics we coo perate and  have wor ked  toge ther  a t 
some locatio ns and discussed way s and means of  do ing  bu sine ss wi th 
the Government .

Th ei rs is on a broade r base,  ours is on a very specific base, because 
we are  ac tua lly  buyin g item s and  execu ting contr ac ts every day.
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Sena tor  Smit h . But  if you are  going  in to  a States  fo r instance, 
you pla n to set up a clin ic in a State,  do you  con tac t Small Bus iness 
or  BD SA  to de termine  whether they are  ha vin g a clin ic th at  could 
join  you rs?

Mr. Bean. We  do no t go into  S tat es  fo r th at  purp ose  unless  we a re 
asked by BD SA .

Se na tor  Smit h . I f  you are  asked to, w hat do you do ?
Mr. Bean. We  cooperate  with them  in eve ry way if  it  is possible.
Se na tor  Smit h . I f  it is possible . Do you have  any  way of  check­

ing  as to wheth er you  are  du pl ica tin g wh at  someone else is doing, 
or someone else is du pl ica tin g w hat you a re do ing?

I am fo r the  pro gra m,  and  I th ink it is excel lent , and  I wou ld like  
to know how you  preven t du plicat ion .

Air. Bean. In  rega rd  to havin g offices in the  Sta tes , SB A is the  
one who takes  the  lea der ship in th is------

Se na tor  Allott. Who does i t ?
Mr. Bean. Sm all Business Ad minist ra tio n,  they take the lea de r­

ship in these conferences, and th en t hey ask ou r o rga nizatio n and they 
ask the  Com merce  orga niz ation  to  jo in wi th them . An d usu ally many 
of them are  ins pir ed  by the  Congressmen and Senators  here on the  
Hi ll where the y hav e dist ressed lab or areas,  and they ask these peo­
ple  to go in and  help them  wi th those .

Se na tor  Smith . Mr . Chairma n, th is is prac tic all y the same  test i­
mony and  the same  inf orma tio n th at  w’e ha d las t w’eek in the Com­
merce  Committ ee, w ith  the same reasons g iven fo r asking fo r increases.

Se na tor  Magnuson. The Sm all  Bus ines s conduc ts these so-cal led 
clinics aro und the  cou ntry ?

Air. Bean . Yes.
Se na tor  Magnuson. Of course , I  pre sum e th at  your  people ta lk  

about th ing s th at  the General Services are  going to purchase.
Air. Bout in. Tha t is r ight , sir.
Se na tor  AIagnuson. The Sm all Busine ss clinics are  supposed 

to—w ell, the y ge t more into Defe nse contr act s than  an ything  else, 
actual ly.  But  there  is some duplicat ion . Small Bus iness ou gh t to 
do thi s, it seems to me, or Commerce, one or  the oth er,  and tak e in 
wh at these fellow’s hav e to do.

Se na tor  S mith . A t leas t they  o ug ht  to  g et  to ge ther and  hav e some­
one c oordin ate  the pro gra m so th at  the y w ouldn ’t all go into one State 
or  one are a and tr y  to perfo rm  the  same  work .

Mr.  B ean. We  nev er go in unle ss Sm all Business  requests  it.
Se na tor  Smith . Unless Small Bus ines s requ ests  it?
Mr.  B ean . Yes.
Se na tor  Smith . You don’t go in if  the  chambers of commerce or 

the  local tre asury associations ask  you?
Air. Bean . No, we conside r th a t a Sm all Bus iness pre roga tiv e, 

and  we only  cooperate  w ith them.
Air. Bout in. An othe r th in g I wou ld like  to point  out is th at  thes e 

peop le—a nd we h ave very  few—they serve anoth er gr ea t use fo r us, 
a very use ful  pur pose,  and  t hat  is, the y are  t he  focal  po int fo r peop le 
coming in off the  str ee t, wdio wan t to  know about ou r defense m ate ria ls 
work, o r our  Fed eral  su pply work, o r public  bui ldings ; it  is l ike  an  in ­
formation  c enter  fo r them , too.
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Congression al and P ublic Affairs

Senator Smith . Now , Mr. Chairman, from the information tha t 
has been supplied to me, I notice in your budget you have the following 
positions: (1) Assistant Admin istrato r for Congressional and Public 
Affairs; (2) confidential assistant; (3) congressional public affairs 
officers; (4) assistant to the Assistant Administrator for  Congressional 
and Public Affairs;  (5) Deputy Assistant Administra tor for Con­
gressional and Public Affairs. In other words, there is an Assist­
ant Admin istrator , a Deputy Assistan t Administra tor, a confidential 
assistant to the Assistant Administrator , and an assistant to the As­
sistant Administrato r, and a just plain officer, all for the same titl e of 
congressional and public affairs.

Are any of these new positions this year ?
Mr. Boutin. I don’t th ink any of those are. I don’t believe any 

of these are new positions.
Senator Bridges. Are they all new personnel ?
Mr. Boutin. There are two vacancies. There are four that are  

new. And then there are four that  are the same.
Senator Smith . Will you name those for the record, please ?
Mr. Boutin. The new appointments are Robert Griffin, who is the 

Assistant  Administrator for Congressional and Public Affairs.
Senator Bridges. Is he here in the room ?
Mr. Boutin. No; he was here this morning.
Senator Magnuson. He was here thi s morning. I saw him.
Mr. Boutin. And then Dorothy Frye —this is a secretaria l posi­

tion, confidential assistant to Mr. Griffin, she is new.
Senator S mith . She is confidential assistant ?
Mr. Boutin. Yes.
Senator Smith . Wha t does “confidential” mean ?
Mr. Boutin. Well, it is confidential secretary; tha t is really what 

it is. But she does handle  a lot of congressional liaison work, tele­
phone work, and questions and so forth .

Mr. Gilmore is new. He is in congressional liaison. Both Mr. 
Griffin and Mr. Gilmore were with the agency before; they were 
promoted into these jobs.

Mr. Davis, who is the legislative officer, has been in this position for 
some time.

Then we have a vacancy in the assistant to the Assistant  Adminis­
tra tor  for Congressional and Public Affairs. We have a vacancy as 
legislative assistant. This is intended to be a trainee position.

Mr. Byrne is new.
The Deputy Assis tant for Congressional and Public Affairs—this is 

really the information officer of General Services Administration.

Congres sional  Lia ison

Senator Bridges. Wliat is th eir job? You seem to have an abun­
dance of people with congressional titles. What are they supposed 
to do? For instance, are they supposed to keep members of this  com­
mittee informed, this committee that  you have to deal with, and the 
comparable one in the House, the same as do the liaison people with 
the Defense Department,  for instance?



426 INDEPENDENT OFFICES APPROPRIATIONS, 1962

Mr.  Bout in. Yes. Mr. Griffin ’s responsibil ity  and people wo rking  
under him , are  resp ons ible  for inform ing Members of Congress on 
th ings  happ en ing  at  General  Services,  con tracts , and so fo rth,  
answering ques tions . And we have a mult itu de  of phone call s fro m 
congressional people all the  tim e on the sta tu s of th is proje ct  o r the 
sta tus  of  somethin g else, com ing u p here to  the Congres s to  disc uss any 
problem s th at  any  pa rti cu la r Con gressm an or  Se na tor  migh t have .

Then Mr. Davis  keeps us inform ed on leg isla tive matter ’s. Ev ery 
day we ge t th e r epor ts o f what  has  tra ns pi re d in t he H ouse and  Senate . 
I t  is to be noted th at  in th is session of  Congress 840 bil ls have been 
forwa rde d to GS A fo r agency comm ent. The se bil ls all affect  pr o­
gram s of  GSA. Mr. Davis and  two  cleric al ass istant s are  r espons ible  
fo r this workload in add itio n to GSA ’s ow n legi sla tive  pro gra m.

Mr. Davis  ac tua lly  has the  pr im ary responsibil ity  in th at  field fo r 
coming in to us  with recommendations.

Sena tor  Bridges. I s Mr. Griffin,  fo r example, call ed on by the 
chairman here of the  comm ittee or  the Se na tor from Colorado------

(Discuss ion off the  reco rd.)
Senator  Smit h. Ha ve  the re been any increases in these positions 

th is yea r?
Mr. Bout in. Sa lary  increases?
Se na tor  Smit h. Yes.
Mr. B out in. Not  th at  I  know of.
Se na tor  S mit h. Wo uld  you  know ?
Mr.  B out in. Mr.  Ange l tel ls me th at th ere ha ve not been.
Mr.  Angel  is  our  Ad mi nis tra tiv e D irecto r.
Mr. Angel. I  will check tha t.
Sena tor  Smit h. An d wheth er there are  any  an tic ipa ted  un de r thi s 

pre sen t request.
Se na tor  Magnuson. Before  we finish  th is,  I  would hope th at  Mr. 

Griffin and his  sec retary  the re wou ld let it be know n to Mem bers of  
Congress  that  th ey are  ava ilab le fo r not  only p roble ms o f c onsti tuents , 
bu t General Serv ices  is spr ead  all ove r the cou ntry, wh eth er it is as 
a lan dlo rd, or  thes e things th at  affec t dif ferent  areas in the cities. 
So th at , ju st  as the  Defense De pa rtm en t—we ge t ream s of  le tte rs  
abo ut defense ma tte rs,  b ut  we h ave  an ass istant  righ t in the bu ild ing , 
liaison, and  ins tead of cal ling up  the Defense De pa rtm en t we give  
it  to him , an d he goes down and sees abou t it and bri ngs it  back.

Mr. Boutin . Th is  is the  othe r po in t th a t I wan ted to make, Mr.  
Ch airma n, th at  Mr . Griffin and the people in his shop  hav e the re­
spo nsibil ity , too, of  congressiona l mail, and the  volume of  con gre s­
sion al mail th at  we have  is unbelievable.

Se na tor  Bridges. But  wh at we were ta lk in g about here is th at  
wi th yo ur  De pa rtm en t, which is one of th e very im po rta nt  de pa rt­
ments  in Wash ington , and  liai son  con tac ts with Members  of  the  
Senat e and House. In so fa r as I know and from the  repo rts  com ing 
to th is com mit tee—G SA ’s congres sion al liai son  has no t been too ef ­
fectiv e.

Mr.  B outin . We wil l check int o t hat  fact.
Se na tor Bridges. I t  is to yo ur  int ere st to  have  it  done , and Mr. 

Moore’s intere st,  an d Mr.  T urp in ’s and Mr . Bean’s in ter es t to have 
it done, ju st  as it  is fro m ou r side  of  the fence.

Se na tor  Smit h. D o you pl an  to fill the two  vacancies?
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Mr. Boutin. Yes; we do.
Senator Smith . What grades are those?
Mr. Boutin. We have a grade 13 and a grade 9.
Senator Smith . At the same salary ?
Mr. Boutin. At the same salary.

P ublic  I nformation

Senator Smith . Will you please outline the division between the 
congressional relations operations of your oilice and the public in­
formation operations ?

Mr. Boutin. Well, actually ; all of this comes under Mr. Griffin, 
as Assistant Administrator.

Mr. Byrne has the responsibility of public information, preparing  
any press releases involved-----

Senator Smith . Give us the description of each, both the congres­
sional relations and the public information.

I would like to know what the difference is between them.
Mr. Boutin. Well, in Air. Byrne’s work, his work is not in con­

gressional liaison at all, he hasn’t the responsibility of coming up 
to Congress or meeting the people in the Senate and the House 
and knowing their  thinking, and so forth , his responsibility is getting 
out the information relative to the agency itself, contracts tha t are 
let, new’ programs tha t are star ted, authorizations tha t GSA receives 
peculiar to itself—this type of work.

NOTICE TO MEM BERS OF CONGRESS

Senator Smith . Then, on the release of such information tha t you 
have mentioned, on press releases, is it your policy to inform the 
newspapers first or the Members of Congress ?

Air. Boutin. The Alembers of Congress first. And that comes 
under congressional liaison.

Senator Smith . And whose responsibility is tha t?
Air. Boutin. Tha t is Air. Griffin’s responsibility.
Senator Smith . Inasmuch as you can’t inform the two Senators 

and the Congressmen of the dist rict at the same time, in what order do you inform them ?
Air. Boutin. I don’t know that, I  am sorry, Senator.
Senator Smith . Shouldn’t you? This is very, very important.
Mr. Boutin. Well, Air. Griffin is responsible for it.
Here is what I know we try  to do. What we try  to do, if it is 

at all possible—and we have staff limitations tha t make th is some­
times completely impossible, and we catch it because of tha t—we 
try  to have the people called directly.

Senator Smith . In what order ?
Air. Boutin. Well, we hope to  have enough people, and we do in 

many instances, where they can be called almost simultaneously.
Senator Smith . And you do it by seniority, or by political party ?
Mr. Boutin. I am not sure of the exact procedure they follow.
Senator Smith . Air. Chairman, I think  perhaps  if Air. Boutin 

doesn’t know’ about this w’e should have someone in who does, be­
cause I  have some very specific questions tha t I want answered and 
some very specific illust rations tha t I think  need to be clarified.
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Senator Magnuson. Senator Smith, we are going to have Mr. 
Moore, the Administrator, back here. Unfortunately, he has some 
serious illness in his family. And we have got two or three other 
matters to take  up.

And Mr. Boutin can come with him.
Mr. Boutin. We will be glad to have Mr. Griffin here. This is 

within his area of specific responsibility.
Senator Magnuson. Off the record.
(Discussion off the record.)
Senator Smith . Do you have any policy about the time of day, 

when the offices are called?
Mr. Boutin. As soon as the information is available, Senator, 

this is supposed to go out. In other words, we are set up so th at in 
any division if something comes up and has news value to it, it goes 
directly to Mr. Griffin’s office, and it is handled from there. It  doesn’t 
go out from the  individual services, nor does it go out from the Ad­
minis trator’s office.

Senator Smith . Mr. Chairman, I will withhold the rest of my 
questions, because I think this is as impor tant to Mr. Moore and 
Mr. Boutin as it is to the Congress and Mr. Griffin.

And I think tha t if anything like this is going on—as I  could il­
lustrate  by specific examples—in my office, I would expect to be re­
sponsible for it and I would expect to hold Mr. Moore responsible 
for it. The thing  that  I  am trying to get to is, I read a great many 
items, in fact I have read items in the Maine newspapers t ha t I have 
not heard anything about until they have been published. And I 
have had calls as late as 5:30 o’clock, and, of course, no one can 
expect an office to be open at 5 :30 and 6 on to take news, especially 
when the other members of the delegation have had it earlier  and 
have had a chance to  get it to the press. I have called the press, 
for instance, to give them news, and they have already received it 
from another of your people or from other members of the delegation.

Mr. Boutin. You mean there has been a direct press release made 
by GSA prior to your notification?

Senator Smith . There have been calls.
Senator Bridges. Few things would irri tate  a Senator or Congress­

man more than to learn of an announcement by the news media of 
something in connection with the Member’s own constituency before 
the Member has been advised.

Senator Magnuson. Well, we have all had that experience. I have 
had it—I can list 50 of  them in the Defense Department, and so can 
Senator Jackson, in my State. But what Senator Smith, I think, is 
trying to say is tha t this should be some uniform stable policy so 
tha t we know what it is.

Senator Smith . If  we know th at the other Senator, if one Senator 
is to be given preference an hour in advance of the other, if we know 
it we can handle it. We on Appropriations  ought to be able to handle 
some of this anyway.

Senator Magunson. When Mr. Moore comes back, Mr. Griffin can 
come up.

Mr. Boutin. Fine.
Senator  Allott. I have just one furth er question.
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LAWYERS ON PUBLIC UTIL ITY WORK

On the second page of your justification here, you say, as well as 
other areas for stall' service as well as legal. Does that cover your 
general staff services?

Mr. T urpin. Yes, sir.
Senator Allot. In other words, I  don’t want to get into this m atter  

until Mr. Moore gets here, would this include the area of legal services 
involved in your public utili ty appearances?

Air. B ouitn. We have Mr. Macomber here, our General Counsel.
Hervey, would you answer that, please?
Mr. Macomber. Yes, Senator, that  includes the Office of General 

Counsel, which includes those lawyers who are engaged in the repre­
sentation work.

Senator Allott. All right, just so t hat  we know what we are  deal­
ing with we will go into this parti cular  matter later.

Senator Magnuson. Maybe when we discuss this you had better 
come, too.

WORKING CAPITAL FUNDS FOR PRINTING PLANTS

Amendment Xo. 36 involves the question of four prin ting  plants  
outside of the District of Columbia, the House cut it out.

Air. B outin. Could I  have Air. Angel, our Director of Administra­
tion, speak to that, please ?

Senator AIagnuson. Go right ahead.
Air. Angel. I am Herbert Angel, Director of Adminis tration-----
Senator AIagnuson. For the purpose of the  record, the amendment 

is on page 24, and from line 12 of the bill, as reported by the House, 
to insert “Working capital funds” an increase of $150,000.

Air. Angel. Yes, sir.
Senator Magnuson. All right .
Air. Angel. Several years ago we obtained permission from the 

Jo int  Committee on Printing to establish prin ting  plants  in four 
cities where the Government Prin ting  Office does not have an estab­
lishment of its own. This was in order th at we could provide adequate 
prin ting  services for the different elements of the General Services 
Administration. In order to operate these plants, which are func­
tioning under a working capital fund, we need additional funds to 
obtain the prin ting  presses, papercutters , and other kinds of equip­
ment which the Jo int Committee on Printing authorizes piece by 
piece.

We have not only those four plants which are now in existence, 
but a similar one here in Washington, D.C. In order to take care 
of the workload which these plants  have, we need the additional 
working capital funds.

Senator Magnuson. And these plants  are in operation, they are 
authorized by a law?

Air. Angel. Tha t is right.
And because of the increases elsewhere in the organization, such 

as in Federal supply, I think  we need them.
Senator AIagnuson. I th ink we understand that .
Senator Allott. For the sake of refreshing my recollection, will 

you tell me again where those four plants are ?
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Sena tor  Magnuson. Wash ing ton , Bos ton,  Atla nta,  Ka nsas  Ci ty , 
and  Dal las.

Mr.  A ngel . Tha t is correct, sir.

TW O PE RC EN T TR ANSF ER  AUTHORIT Y

Sena tor  Magnuson. Al l right ? No. 37, fo r the record , on pag e 26, 
line  3 of the  bill , in sert the fo llow ing  para g ra ph :

Not to exceed 2 percent of any apropr iation made available to the  General 
Services Adm inist ration of the cur ren t fiscal year by this act  may be tra ns ­
ferred to any other appropriat ion, but  no such appropriat ion shall  be increased 
thereby more than 2 perc ent:  Provided, Th at such tra ns fer shall  be applied 
only to operating  expenses, and shall  not  exceed in the aggregate the amount 
of $2 million.

Mr. Bout in. I  would like  to have Mr. Tur pi n speak to th at . Th is 
is the  tra ns fe r autho rit y you a re t al ki ng  about.

Mr. T ur pin . Mr.  Chairman, th at  au thor ity  has  been inc lud ed in 
our ap prop ria tio ns  act  each year  since  1958. I t  is a lim ited am ount 
of f lexib ility  th at  has proved to be v ery  he lpful.

Sena tor  Magnuson. Well , 1 will  tell  you , 1 un derst and th is item . 
An d ap pa rentl y it  wasn’t discussed ove r in the  House, and it  isn ’t 
discussed in thei r rep or t, and I  t hink  we u nd ersta nd  w ha t it  is.

Mr. T ur pin. We have used it two or  three  t imes,  but  ve ry sp ar ingly,  
and  in those inst ances to avoid ha vin g to come in fo r a supplem ental .

Sena tor  Magnuson. 1, for one, th ink you  have  go t to hav e some 
flexibility in this .

Travel  Limitat ion—Language Amendment

Now, on on the last  two, 38 and 39, on pag e 40, line  4 o f th is bil l, 
you suggest ce rta in  language  am endmen ts, str ike  ou t “ or” and on line 
6 change the  per iod  to a comma and ins ert  “or  to paym ent s to in te r­
agency mo tor  pools where separat ely  set fo rth in the budget 
schedules.”

Now, you will have to exp lain th at . I  don’t un de rst an d it.
Mr. T ur pin . Al l rig ht  sir.
The Burea u of the  Budget th is year  prescr ibed a majo r change  in 

the  object classification str uc ture  which is to  be effective  th is coming 
Ju ly  1. He retofore , the reim bursem ent  to  the  mo tor  pool had been 
cha rged to object class  97, othe r contr ac tual  services, by a numb er of  
agencies . Und er  the  new class ifica tion  str uc ture  mo tor  pool charg es 
are  included unde r the  same head ing  as pe r diem and tra ns po rta tio n 
expense where peop le per form trave l. To  avoid  in clu din g mo tor  pool 
reusals  as tra ve l, since they  had no t previously been included, th is  
amend ment is prop osed . Th is be ing  the  firs t year of the  new' object 
str uc tur e, if reim bursem ents to  the pool are  subject to the  li mita tio n it  
may  disc ourage  ag encie s from  pa rt ic ip at in g in motor  pool opera tions , 
or  agree ing  to  hav e their  vehic les inc orp ora ted  in fu tu re  pools.

Se na tor  Magnuson. All rig ht , I th ink we un de rst and that . Now 
th at  concludes the  suggested ame ndm ents .

I nventory of Gove rnm ent P roperty’

Now’ let me ask you.  have you completed your inventory  on Gover n­
ment person al prop ert y?
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Mr. Turpin. You mean the Government personal property or stock­
pile ?

Senator Magnuson. No. Didn't you conduct an inventory on all 
Government personal property ?

Mr. T urpin. On-----
Senator Magnuson. Or was it real estate ?
Mr. Turpin. That is real pro perty ; yes, sir.
Senator Magnuson. And is that  completed ?
Mr. Turpin. Tha t is a continuing active project each year, Mr. 

Chairman. There is an inventory made of all Government-owned 
real proper ty and all leased real property, and a report published 
as of each June 30.

Senator Magnuson. Will th at be ready in June?
Mr. Turpin. The report  for last Jun e 30 was published in Febru­

ary, 1961. The report as of this coming June 30-----
Senator Magnuson. Will be published-----
Mr. Turpin. Will be published next February .
Senator Magnuson. Tha t is what I am getting a t. Have you been 

directed to make an inventory of personal proper ty owned by the 
Government ?

Mr. Turpin. No, sir; we have not.
Senator Magnuson. Tha t would be awfully hard to do.
Mr. Turpin. I think it would be extremely difficult and costly.
Senator  Magnuson. Wha t was last year’s total of Government 

ownership, if you recall ? I mean what the Government owns.
Senator  Allott. You mean all Government property ?
Senator  Magnuson. Yes; everything we own. I remember the fig­

ure, but I want it in the record.
Mr. T urpin. The total figure as of June 30, 1960, for real proer ty 

was $52 billion made up of $46 billion in the United  States, $1.8 
billion in the U.S. territories and possessions, and $4.5 billion in for­
eign countries.

Senator  Magnuson. This includes acreage in different places and 
everything?

Mr. Turpin. Yes, sir.
Senator  Magnuson. We have a release here. It  came out in F ebru­

ary of 1961.
Mr. T urpin. Yes, sir. The amount included is the acquisition cost.
Senator Magnuson. Yes. Would it be the present acquisition 

cost ?
Mr. T urpin. No, sir.
Senator  Magnuson. The acquisition cost-----
Mr. Turpin. At the time it was bought or acquired.
Senator  Magnuson. So if I made a statement tha t tha t figure is 

low, I would be correct, would I not, because we acquired a lot of 
Government-owned land at very reasonable prices sometimes.

Mr. Turpin. I think that  would be a reasonable statement, Mr. 
Chairman. Of course, there would be a number of items identified 
in there tha t were constructed during the war. You know, however, 
tha t cer tain industrial type plants and military ins tallations no longer 
have a fair  market value equal to what they originally cost.

71 03 6—61 28
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Senator Magnuson. Yes, but a lo t of Government land was gotten 
sometimes for a dollar, just for a community to get a Government in­
stallation worth millions. Is that  correct, s ir?

Mr. Turpin. Tha t is correct. If  the current day value was placed 
on it, I helive it would be in excess of that.

Surplu s R eal P roperty  D isp os al

Senator Allott. Let us go to the question of these plants  tha t 
are obsolescent and which have lost th eir value, their  original value. 
Mr. Turpin, do you have any figures on those? In other words, how 
much of this stuff is the Government holding tha t we ought to turn  
loose ?

Mr. Boutin. Mr. Knott would like to speak to that. Mr. Knott 
is the Deputy Commissioner of Public Buildings, sir.

Mr. Knott. Senator, there is a grea t deal of property tha t is in 
the pipeline for disposal r ight now. Actually, in 1960, we sold and 
received in cash or on credit terms $78 million for property valued 
at $76 million. We received about 109 percent of the appraised fai r 
market value. This was made up of about 600 properties of va rying 
sizes. Our cost recovery experience runs, over the years, about 33 ^ 
percent of acquisition costs. It is running a li ttle lower now because 
our inventory of high-cost industr ial propert ies is larger. Our in­
ventory of surplus real property is slightly over $1 billion r ight  now. 
On the other hand, we have fewer numbers of properties.

Through May of this year we had sold 258 properties with a cur­
rent value of some $65 million. We are realizing  99 percent of the 
appraised fai r market value for this property.

Senator Allott. What I am t rying to get at is the value and the 
number of these properties which should be disposed of, which have 
lost thei r value as Mr. Turpin,  I think it was, referred to it, because 
they were acquired and perhaps wartime plants set up and now, of 
course, methods have changed and it has gone into private industry . 
What is the number and value of these? Is there any way of setting 
it up ?

IN DUST RIA L PROPERTY AT MORGAN TOWN, W.V A.

Mr. Knott. No. We have a record of our industrial  properties  
which make up the bulk of this billion dollars. Actually, about 80 
properties make up the bulk of tha t billion dollars. Those properties 
are properties such as, to take one reasonably close by, Morgantown, 
W. Va., which we have had available for sale now for some 3 years. 
This proper ty represents an investment of between $60 million and $80 
million. However, when we first offered it for sale, the highest bid we 
received the first time was a hal f million, and tha t was with 
qualifications.

Senator Allott. What was the nature of tha t property ?
Mr. Knott. Tha t was a-----
Mr. Boutin. Chemical plant.
Air. Knott. A chemical plant; methalene. Du Pont  built the 

plant, was building it when the war came along. It  completed the 
plant and sold it to the Government and operated it during the war. 
It  was more recently operated by Olin-Mathieson until it became 
unproductive to use.
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Senator Allott. Now , of  these 80, all of them, I assume—and I 
hope I assume correctly—are on the market for disposal ?

Mr. K nott. Yes, sir. We have, I would judge, in the order of 
500 properties available for sale r igh t now. We find other Federal 
uses fo r some of them. There is a surplus industrial  plant in Louisi­
ana today tha t a Federal Agency has asked us to withhold form sale 
until they can take a look at it. We are doing a great deal to t ry to 
find other Federa l use for these properties, but, by and large, the 
big money is invested in wartime properties  tha t for many years 
were held by the military  departments  and leased to private  enter­
prise so long as tha t was a productive enterprise. But when private 
enterprise was no longer interested, as in the case of the Morgan­
town plant and the departments were faced with either disposing 
of them or carry ing on continuing maintenance and operating at a 
pretty high cost, they have released those properties to us and we 
have them for sale.

We have offered some of them three or four times before we 
could find a market for them. When we have sold them we think 
we have made a good recovery. As you know, in the sale of Fort 
Logan we made an excellent recovery because our principal value 
was the land. Whenever we have bare land for sale, our cost-recovery 
ratio  is excellent because the land value index has continued to rise. 
But our losses come in properties tha t are poorly located with respect 
to the stream of economic development in the country today. Ar i­
zona land, bare land, California , Florida, Texas—where land which 
we acquired many years ago at a low cost, and it has not been sub­
stantial ly improved—that land, normally produces an excellent return.

Senator Allott. Tha t is not the problem ?
, Mr. K nott. Tha t is not the problem.

Senator A llott. It  lies in the industrial type of thing.
Mr. K nott. Tha t is right. Tha t is our big problem, and we are 

in competition with well over 1,000 expert industrial realtors in the 
country today who are selling competing properties for private en- 
terprise. We are in the same market.

Senator Allott. Thank you for th at explanation.
MILIT ARY SU RP LU S PROP ERTIES

Senator Magnuson. You still have charge of all the military sur­
plus, do you not ?

Mr. K nott. Tha t is right, sir. And, as you know, Defense is plan­
ning to report to us a number of installations  tha t have some 30 
million square feet of storage space along with other facilities.

Senator Allott. I don’t know whether this is classified or not, but 
I would like somewhere along here to get an idea of the total surplus 
disposals of last year.

Mr. K nott. Bight, sir. The figure I gave you from June 30-----
Senator  A llott. I don’t mean just real property. I mean the-----
Mr. K nott. The entire picture, real and personal.
Senator  Allott. Yes.
Mr. K nott. All right.
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(Themate rial requested follows:)
Governm ent-wide  sales  o f s urplu s proper ty, fiscal yea r 1960  

[In millions]

Acquisi tion
cost

Sales price

peal property ___  ___________________________________________ $320 0 $7» ftPersonal proper ty__ ______________________________________________ 2,055.5 105 0

Total ____________________________________________________ 2,375.5 183.0

In addition to  the foregoing $1.6 million was received by  the Government du ring 
1960 for renta l of out leased surplus  real property  and $62.2 million from the sale of personal property  designated as “scrap.”

POLICY ON DISPOSAL  OF SURPLUS PROPERTY

Senator Magnuson. All right . Now the chairman is going to try 
and undo some of his own work here with you people. You will 
recall—not the new people but some of the others here. Last year 
I had language placed in the bill about surplus property in which I 
said th at GSA should not dispose of this property until there was a 
comprehensive plan evolved of its disposal, not to do it just piece­
meal, and this came out of a situation like some o thers in the coun­
try—where the military has abandoned, say, a whole fort, in this 
case Fort  George Wright out in Spokane, and there were others, too. 
Of course, the city -wanted it and the State educational institutions 
and several other people.

Senator Allott. We had exactly the same problem with Fort 
Lyon.

Senator Magnuson. And we put tha t language in, and now we 
find that  the General Services are better off withou t tha t language,, 
and they have suggested tha t we pu t in this bill or we repeal tha t 
provision in the Independent  Offices Act. This is last year, 1961, 
regarding the disposal of surplus real property, because they are in 
a better position to work out an agreement with cities or counties i f 
tha t provision is not in. Would that, be a correct statement?

Mr. Knott. Tha t is righ t, sir. It  is so broad in its application 
tha t it  doesn’t leave us with the judgment and discretion that we think 
we need to move on with tha t which would not be available to them 
anyway.

Senator Allott. This wouldn’t mean that in working out the 
disposal of such a th ing; let us talk about Fort  Logan because I  hap­
pen to know it. You wouldn’t, in disposing of it, attempt to work 
out an overall plan, a logical plan of disposal before you started 
selling off chunk by chunk or something like that.

Mr. Knott. Well, we would, while we were developing our plan 
for disposal, notify these agencies, State and local, of the availability 
of the proper ty and give them a reasonable period within which to 
come in and tell us one way or the other.

Since the law has been in effect, we have spelled out specific time 
limits for the public agencies to come in with acquisition plans. We 
think we have a be tter understanding with public agencies if we tell 
them, “You have 30 days in which to come and tell us what your 
plan is.’’ We will give them more to implement plans, but we want 
to know within 30 days whether they have any interest.
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Senator  Allott. Then your answer to my question is “Yes.”
Mr. K nott. Tha t is right.
Senator Allot. This would not prevent you from working out 

logical plans for the disposition of the whole.
Mr. K nott. Bight,  sir.
Senator  Allott. And not ju st selling i t olf chunk by chunk.
Mr. K nott. Bight. And we would not propose with the repeal of 

this legislation to change our  regulations at all. This brochure out­
lines the way in which public agencies are notified.

Section 2 spells out the procedure which we will continue to follow, 
notwiths tanding the action taken with respect to th is legislation.

Senator  Allott. I think  we should make reference to thei r docu­
ment, “Disposal of Surplus  Real Property, fo r Public Use, for Pr ivate  
Use.”

NOTIFICATION TO SENA TE COMMITTEES

Senator Magnuson. And the Senate Committee on Government 
Operations has been notified of this, and they have asked us to do 
this as shown by the correspondence.

(The correspondence re ferred to follows:)
May 15, 1961.Hon. John L. McClellan, Chairman,

Comm ittee on Government Operations,
U.S. Senate, Washington, D.C.

Dear Senator McClellan : With your let ter  of May 8 you att ach copy of a 
let ter  addressed to the Pre sident  of the  Sena te dated March  27, 1961, tra ns­
mitting a dr af t bill prep ared  by General Services Adm inist ration to repea l a 
cer tain  provision in the Independ ent Offices Appropriation  Act, 1961 (74 Stat. 
434), rega rding the disposal of surplus rea l property, which was  referred to 
your committee.

I am advised by Senator Magnuson, cha irman of the  Subcommittee on In­
dependent Offices Appropriations, th at  the  purpose of the  provis ion referred to 
is now being resolved, and at  his reques t I am referr ing  this  ma tte r to his sub­
committee for consideration  a nd recommendation  in connection with the  hearings 
on the indepedent  offices appropriat ion bill for  1962, which are scheduled to 
begin in  the near  futu re.

I thank you for your courtesy in referr ing  the matt er  to thi s committee. 
Yours very sincerely,

Carl Hayden, Chairman. 
U.S. Senate,

Committee on Government Operations,
May 8, 1961.

Hon. Carl Hayden,
Chairman, Committee on Appropriations,
U.S. Senate, Washington, D.C.

Dear Mr. Chairman : Attached is a copy of a let ter  addressed to the Preside nt 
of the Senate unde r date of March 27, 1961, with which is transm itte d a dr af t 
bill prepared by the Genera l Services Adm inist ration to repeal a cer tain pro­
vision of the Indepedent Offices Appropr iation Act, 1961 (74 S ta t 434), rega rdin g 
the  disposa l of surplus real property,  which has been r efe rred to this committee 
fo r in troduction and  consideration.

Before subm itting the promised legis lation to the Senate, it would be helpfu l 
to this committee if you would give us the benefit of your views rel ative  to the 
poin ts raised in the Adminis trat or’s le tter . You will note that  on pages 3 and 4 
he sta tes  that  because of inhere nt obscuritie s in the la tte r provis ion which are  
in no way clarified  by the leg islat ive history of the Independent Offices Appropri ­
atio ns Act, he anticipa tes encountering difficulties and  cont rove rsies  in the  
adm inistration of the new law.

The Adm inis trator also contends th at  the  act conta ins no definition  of “local 
governmental uni ts,” no criterion for the  dete rmination of a “reasonab le period  
of time ” is set for th in the act, and  t ha t the  Genera l Services Adminis trat ion and
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other disposal  agencies  will incu r increased adm inis trat ive  costs in carrying  
out the notification requirements inherent in the amendment to the 1960 act  in 
many cases where it is obvious that  local governmental  uni ts would have  no 
interest in a cqui ring  the property .

In view of the fac t tha t the amendment was  adopted upon recommendations 
of the Appropriations Committee, I feel that  it is only proper that  your com­
mittee should (a ) eith er give conside ration  to the recommendations of the Ad* 
minis tra tor  of General Services and, if in agreement  w ith his recommendations, 
include the necessary language in the Independent Offices Appropriations Act 
for fiscal year  1962, to overcome any deficiencies or complications in admin­
istr ation that  have resulted , or (b) if you pre fer that  this  committee  a ct on the 
proposal, it would be most helpful if you will give us the  benefit of your  views 
before any f urt her action is undertaken.

With kind regards, I am.
Sincerely yours,

J ohn L. McClellan, Cha irman.

Sumas P roject

Now I  have a le tter from the Office of the Secretary of the  Treasury 
in which the Bureau of Customs and the Treasury  have requested that 
the Public Buildings Service of the GSA build a truckhandling  
facility, dock, and warehouse at Sumas. They say this project is 
being handled by the regional office of GSA. The contract for con­
struction is scheduled to be let in June , but no construction or expan­
sion of custom facilities is included in the 1962 Customs appropria­
tions bill as passed by the House.

Does anyone have knowledge of that?
Mr. Knott. Where is this location ?
Senator Magnuson. Sumas, Wash. That  is the border town.
I can say for the record that  I  know a litt le b it of the reason for it. 

Sumas was a relatively quiet border station up until 4 or 5 years ago 
when they built the freeway between Bellingham and Vancouver, 
British Columbia. So all of the t rucks—this is paral lel off about 30 
miles. All the trucks  have been going in and out of Canada through 
the Sumas area rathe r than the regular Blaine entrance, and they 
haven’t been able to handle it.

Well, I will give this to you and you can run this down. The 
Treasury  is anxious that  the amount be put in the bill. I think it 
is somewhere in the nature of $50,000.

Mr. Knott. Mr. Chairman, the Customs Service has authority with­
in certain limits, and, as I recall it, $50,000 is within tha t limit, to 
proceed without-----

Senator Magnuson. Let’s run it down because this  comes from the 
Treasury  Department.

Mr. Knott. Right, sir, we will advise you of the facts by letter.

Coast and Geodetic Survey, Seattle Facilities

Senator Magnuson. Now T wanted to have another  thing  brought 
up. The Coast and Geodetic Survey, the headquarters  in Seattle, 
their  lease is up and apparently the Milwaukee Railroad owns—they 
have to expand a little bit. The Milwaukee Railroad does not wish 
to renew the lease, and they have to have additional facilities and the 
port  of Seattle and the city have very able facilities, but would the 
responsibility be in the Public Buildings  Division of the GSA to do 
the negotiating?
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Mr. Knott. For  the sale of this parcel ?
Senator Magnuson. No. For the new, acquiring the new.
Mr. K nott. Yes.
Senator Magnuson. Otherwise they won’t have any quarters. Of 

course they are enlarging due to the enlargement in oceanography and 
the availabili ty of the University of Washington School of Ocea­
nography.

Mr. K nott. The only question I  have is: Is this a special purpose 
facility, and, if it is, the  Corps of Engineers can handle it.

Senator Magnuson. I don’t know.
Air. Knott. I can run it down.
Senator Magnuson. I can give you this and you can run it down.
Air. K nott. All r ight, sir.
Air. B outin. We have with us, Air. Chairman,  our new regional 

commissioner for region No. 10, Air. II. A. Abersfeller.
Senator Magnuson. I)o you know about that ?
Air. Abersfeller. No, sir.
Senator AIagnuson. You can run this down. I think we have got 

a little time on it, but it will become an emergency matter because 
they can’t renew their lease. A letter will do.

A ubu rn  an d San d P o in t , W a s h ., P ro je ct s

Gordon, I don’t like to burden you with local problems, but we have 
another one up in Auburn.

Senator Allott. 1 might bring in a few myself. I have got-----
Senator AIagnuson. You have got that Denver thing.
Senator Allott. I have got another besides that.
Senator AIagnuson. Air. Turp in, you submitted to the committee 

here a memorandum on the movement of the GSA activity  from 
Seattle to Auburn, and then you point out the background of the 
tiling, and then I understand that  the GSA has an alterna tive to go 
out to Sand Point and ask the Navy to take a build ing out there for 
part of your operations.

Now is this correct? The cost at Sand Poin t proposed by you 
people for 510,000 net square feet, this is a new item, would be 
$5,698,000. Is that  correct ?

Air. B outin. That  was the original estimate at the time tha t was 
submitted;  that  is righ t.

Senator AIagnuson. To go to Sand Point ?
Air. B outin. Tha t was for new construction.
Senator AIagnuson. At Sand Point?
Air. B outin. Was it -----
Air. Abersfeller. Let me clear it up. It  is not exactly Sand Point. 

I t is along Sand Poin t way. It is Government-owned p roper ty there.
Senator AIagnuson. All right.  And if you went to Auburn you 

would get 730,000 square feet but you would have to do some new 
construction which would only cost $2,700,000. Is tha t correct?

Air. Abersfeller. Yes, sir.
Senator AIagnuson. It  will cost $3 million more if you go out to 

Sand Point.
Air. Abersfeller. No, sir ; not under the counterproposal, Senator. 

Alay I say this : Our plan, the plan tha t we are proposing here, has
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to do with  only  the  admi nis tra tiv e office space. I t  is sti ll ou r plan  
to use the warehouse fac ilit ies  at Au burn as in iti al ly  pla nned and 
scheduled in  the proposa l sub mitted la st  yea r. Th e ad minist ra tio n 

bu ild in g at  A uburn is n ot  a dequate  in  size to  house  th e admi nis tra tiv e 
offices.

Senator  Magnuson. You have  to bu ild  new fac ilit ies , some new.
Mr.  Abersfeller. Yes, sir.  We wou ld have to  dupli ca te wh at  

exis ts. Th is wou ld cost an estimat ed $1,251,000. Let  me ge t the  cost 
fir st a nd the n I  wi ll go  on to some of th e o ther  points .

I t  is ou r pro posal th at  we reno vate  an ex ist ing bu ild ing at Sand  
Point . Nava l A ir  Sta tion.

Senator  Magnuson. H ow much w ould that  cost ?
Mr. Abersfeller. $653,000.
Senator  Magnuson. So the  cost—one is $700,000, and  one is $1 

mill ion.
Mr. A bersfeller. Yes, sir. We wou ld save on th at  alone a ha lf  

mil lion  dol lars . In  addit ion , if we ha d to  move out of  Se att le en­
ti re ly , we would have to bu ild  at  Au burn, at  an est imated cost  of a 
ha lf  million d ollars , a  fir eproof , fire res ist an t at  least , b ui ldi ng  for  the  
Nat iona l Arc hives and Rec ords Serv ice since none of the  warehouses  
th at  are  the re now have  th at char act eri stic.

In  additio n to tha t, I th ink,  as you------

F ir ep ro of in g E x is tin g  Buil din g

Senator  Magnuson. W hy  do you hav e to  bu ild ? Can 't you fire­
pro of  one of  the  ex ist ing  warehouses?

Mr. Abersfeller. Yes, perha ps,  bu t fro m ou r eng ineering es ti­
mates  the  fireproofing of exi sting bu ild ings  is near ly  as costly and  
ac tua lly  we tho ug ht  it would take  awa y f rom  la te r d isposal of th e p ro p­
erty. Th is is appro xim ate ly 200,000 square feet  in size, which is 
sub sta nti all y la rg er  than  is needed. Th e ad minist ra tio n bu ild ing is 
loca ted rou ghly three -qua rte rs of a mile  fro m the proposed wa re­
house  we propose to occupy at  Au burn, an d it  is our est imate  we 
can recover alon g the  same line  Mr. Kno tt  talked about—a good 
deal  of  th is is bar e lan d—between $250,000 an d $500,000, and fo r 
the purposes of  discussion  we are  using  the  low figure, $250,000, fo r 
th at  acreag e, plu s the  ad mi nis tra tio n bu ild ing a t A uburn . Th is the n 
br ings  us to the possibil ity ------

Senator  Magnuson. Wait,  a min ute . You lost  me now.
The ad mi nis tra tio n bu ild ing in Se att le would be longer  th an  th ree- 

qu ar te rs  of a mile fro m the------
Mr.  Abersfeller. I me ant at  Au burn, sir.  We are ta lk ing now 

abo ut dispos ing  of  t he  pr op er ty  if  we do move to  Sand Po in t and  if  
th is  plan  is agreeable. We  would  the n be able  to recover by sel ling 
that,  prop ert y between $250,000 and  $500,000 which------

Se na tor  Magnuson. O ur  Au burn prop er ty .
Mr. Abersfeller. In  Auburn,  yes, sir , which we would not othe r­

wise be able  to sell. Th is we hope we will  be able to sell to  lig ht  
indu str y,  and the reb y he lp  the  economic grow th in the  val ley  there  
somewhat, subs tan tia lly  be tte r than  we can  do now. Tha t is fro m 
th e admi nis tra tiv e fac ili tie s po int  of  view. As you know, the re is 
some lig ht  indu st ry  st ar ting out the re.  The lan d, tog eth er with the  
ad mi nis tra tio n bu ild ing , we think  is qu ite  des irable  from  a sel ling
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point of view. So, all together, what we are saying in effect is 
tha t we would effect a one-time savings of $1,300,000 by moving our 
administra tions building into one of  those buildings at Sand Poin t 
Naval A ir Station, and moving ou r warehouses as originally planned 
to Auburn.

R enovation of B uild ing No. 5 -D

In  addition to that,  if we could have savings, and we are  hoping 
for some, we would renovate the other two floors of building No. 
5-D, and get out of 130,000 feet of leased space.

Senator Magnuson. What would that  cost ?
Mr. Abersfeller. Roughly $1.4 million. But, Senator, if I may, 

this would save us $200,000 a year  in rents. We would amortize this 
cost of renovating building 5-D in somewhat less than  7 years. 
I think this is a good investment. We get  out. of some high-priced 
space in downtown, the Norton Building, at $5 a square foot.

Senator Magnuson. In the first place, I wouldn’t let you spend th at 
money at Sand Point because Sand Poin t has got to be disposed of 
sooner or later, and you are going to  spend almost the same amount 
of money when you get through at Sand Point. Remember what I 
say. If  you go there you will be around here asking for about the 
same amount of money. And then you don’t know how long you 
can stay there.

Mr. Abersfeller. Well, the par ticu lar building we have in mind, 
Senator, is in fact salable.

Senator Magnuson. You say it is salable, but once Government 
agencies get  their  nose under the tent, out there there will be a nother 
one who wants to come in and then another one, and pret ty soon we 
are stuck again with the Sand Point problem, and what everybody 
in our community wants to do—and everybody—they want to have 
Sand Point  declared surplus and-----

Mr. Abersfeller. Well, Senator, as you know, we talked about this 
previously.

Senator Magnuson. I know. You fellows want to live up there.
Mr. Abersfeller. No ; believe me.
Senator Magnuson. Tha t is the most beautiful place in the country, 

to live up there.
Mr. Abersfeller. We talk about Seattle as a beautiful place to live.
Senator Magnuson. Tha t area is p retty  nice. And I don’t blame 

you, but the trouble is—and i f Sand Point was going to stay there and 
was a going Government facility, I would personally say fine. But. 
the whole objective is to get everybody out of Sand Point.

Mr. Abersfeller. We thought perhaps it might  be conducive to 
changing the atmosphere of Sand Point from a purely military one 
to a business one.

Senator Magnuson. It  might be and it  might not. I  don’t know. 
Well, anyway, there  is no money in the bill for it.

Mr. Abersfeller. No, sir.
Senator Magnuson. And I  don’t think  by next week we will resolve 

it. So, if we do resolve it, we will have to come around to a supple­
mental of which we will have one or two here.

Mr. Abersfeller. We are seeking no money for this at all, sir. 
In  fact, we will save money by this. We will save $1,300,000. We 
are not seeking any money for tha t Auburn thing at all.
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Senator  Magnuson. No; I  know you are  not.  Bu t yo u would want 
a mil lion -som ething  to reno vate  part  of  the Sand  Po in t bui lding.

Mr. Abersfeller. No, sir ; thi s wou ld be from money th at  has  
alread y been a pp ropr iated.

Senator  Magnuson. From  money a pp ro pr ia ted ?
Mr. Abersfeller. Yes, si r;  money alr eady  ap prop ria ted fo r 

Au bu rn ; yes, sir.  Th e sav ing is a ne t saving ; we are  no t ask ­
ing  for  any more.

Mr. Tur pin. Mr. Ch airma n, it is a figure th at  is ava ilab le and  
admi nis tra tively  has  been earmarked.

Senator  Magnuson. We have got  th e money in fo r the A ub urn th ing , 
and  now you w ant to  sh ift  sign als a nd  get  it ove r to  San d Poin t.

Mr. T urpin . Tha t is rig ht . Abo ut $653,000 of it.
Senator  Magnuson. Wel l, I  don’t know. We  have  been w ork ing — 

Senator  Jac kson  and  I  and the  Congressmen and  the  peop le of the  
State  an d the  area , ever since—say  about 10 yea rs—to  get Sand  Po int, 
get every thing  out of  San d Po in t, an d once you get  back  in, and  
I  don’t know abo ut your  savings ; they  migh t be there, bu t T dou bt it. 
And, of course,  you a re going to—th e U nive rsi ty  of  Washington , which  
is experie ncing g rowi ng  pain s th at  you can h ea r all  th e way d own town, 
they have  got th ei r eye  on it. In  fac t, the  land  was ori gin all y given 
to the  Gov ernment by the  county and the  unive rsi ty.  So I  don ’t 
know.  Righ t offh and  I  would th ink th at  you had  be tte r th ink abo ut 
spe nding  your  money and goin g down to Au bu rn , and  you have got a 
permanent establ ishment. You know  you are the re the n because we 
are  goi ng to be pla gued with  th is 2 or  3 years  from now, and  I  
th ink the  Defense  De partm ent is abo ut rea dy  to dec lare  it surplu s. 
I th in k ; I don’t know.  I have t alked about i t with  them .

Wel l, we have  a lit tle  time  on thi s. I wante d to br ing it  up  while 
you were here.

The n w’e will no tif y or  have the  cle rk call  you and see wh at tim e 
is convenien t fo r all  of  us fo r this.

B ureau of R ecla mation Spac e, Denver, Colo.

Senator  A llott. I  have one shor t mat ter. There  is a situa tio n at  
the  Federal  Ce nte r in Denver where  the Bu rea u of Rec lam atio n has 
some 1,200 to 1,300 engineers.  Wh o is qua lified to  speak on th at  ?

Mr. Bout in. Mr.  Kno tt  would be best qua lified .
Sena tor  Allott. I  rece ntly  ha d a le tter  from  GS A, I  believe, 

in which the y told me of plans fo r re fu rb ish ing th is bu ild ing and  
br inging  it up  to pa r.

Now I have  been throug h thi s bu ild ing myself at  diff erent times 
of  t he yea r. I  was th roug h it las t sum mer and I  hav e been throug h 
it in the  win ter . It  is an old storehouse,  as you know, and  I  rec ent ly 
ha d a l et te r also from the  Secre tary of  the  In te rior  t ha t the  Com mis­
sioner of  Rec lam atio n has  been very in ter est ed in  th is matt er.

The Secre tar y of the In te rior  has  wr itt en  me a le tte r in gen eral  
terms  th at  he is very  concerned about the  matt er . The substan ce of  
the  le tte r I  received from  you—and I  don’t have it  here—was to 
the  effect th at  you thou gh t the  bu ild ing sho uld  be ref urbis he d and  
brou gh t up  to date.
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Now it is inconceivable to me—and I am not a construction man, 
but I have been involved with a lot of it—that  this building can ever 
lx) placed in a situation where it could be considered ofiice space. In 
the firs t place, it is spread all over. Buildings have been attached 
together. Have .you seen it ?

Mr. K nott. Yes, I have.
Senator Allott. Have you seen it recently ?
Mr. K nott. It  has been 2 years.
Senator Allott. Have you ever been out there in the summertime?
Mr. K nott. Yes, sir. It  is hot.
Senator Allott. Then you know of the circumstances of which 

I speak. What are the plans on this? I think  it is about time to 
build a new building there.

Mr. K nott. Well, there is at least enough difference of opinion, 
Senator, among our own people on the very points tha t you have 
raised tha t we engaged a firm of engineers to look into the feasibility, 
from a cost standpoint, of  making the alte rations that  would be neces­
sary, such as we outlined in th at le tter, to b ring it up to an acceptable 
standard. We expect to get tha t report momentarily. I think  we 
can give you a much more definitive reply at t ha t time. Reclamation 
is a large tenant out there and was there early in the use of this, but 
there are other buildings that  are in bad shape, and if we are going 
to continue to house Federal employes in them, we must do something.

This means tha t we must go to the Public Works Committee with a 
prospectus.

Senator Allott. Well, I just want to point out that  it is impossi­
ble for me to understand how an engineer who expected to wrork with 
any degree of accuracy—I am not even talking about comfort. God 
knows they couldn’t be comfortable in that  building in the winter 
with the wind whistling around thei r ears, and in the summer wi th 
dust and sweat d ripip ng all over th eir papers. It  is impossible for 
me to understand how an engineer could possibly work accurately 
under those circumstances.

When you get this report I would appreciate it if you would not 
just write me a letter, but I would like to discuss it with you.

Mr. K nott. Certainly.
Mr. Boutin. Some of these old milita ry installations on thei r re­

construction or modernization present tremendous problems. We 
have many like problems to this, Senator. I t is a tough one.

Senator Allott. The Bureau of Reclamation is going to be with 
us a long time, I hope. If  it isn’t, the Western States will be lost. 
And these people are very, very impor tant to the development of 
the West. Tha t is the reason I bring  this matter  up at  this time.

Mr. Boutin. I was out there this spring to look at tha t place. 
I know of what you speak.

Senator Allott. Were you? Then I don’t think I exaggerated 
any, did I ?

Mr. Boutin. I don’t think so, sir.
Senator Magnuson. All right, if there is nothing further , we thank 

you gentlemen all for being here.
We will recess until 10 o’clock on Monday.
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Sta teme nt  of Senator Clair E ngle , of Califo rnia

Mr. Chairman, I would like to urge th at  the  committee consider the addition, 
of a number  of high prio rity  “new star ts” to the independent offices app ropria­
tions bill that  is now before  you. Among these is the Fede ral building at  Bakersfield, Calif.

The Bakersfield project is author ized. It  is fully funded with  respe ct to 
“sites and expenses” which  means that  the plans and specifications are  being 
completed with  fiscal 1961 money. It  will be all read y for construction by De­cember of this year. I t ought to be sta rted.

I understa nd there are a number of other proposed Federal  buildings in the 
same category—28, I believe, in various Sta tes which would cost a tot al of $146 
million. Considering them on the ir meri ts, and in the ligh t of the need for 
stimulating our nationa l economy, th e committee may well wan t to add severa l or all of these in the  1962 budget.

In any event, Mr. Chairman, I request th at  you approve an appropriation 
of $1,434,000 as the  fiscal 1962 construction capabil ity for the  Federal building  at  Bakersfield.

(W her eup on, at  3:50  p.m., Frida y,  Ju ne  16, 1961, the com mit tee 
recessed, to reconvene at  10 a.m., Mond ay, Ju ne 19 ,1961.)
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U nited States Senate ,
Subcommittee of tiie  Committee on A ppropriation,

Washington, D.G.
The subcommittee met at 10:07 a.m., pu rsuant to recess, in room

F-37,  U.S. Capitol Building, Hon. Warren G. Magnuson (chair­
man) presiding.

Pre sen t: Senators Magnuson and Allott.

HOUSING AND HOME FIN ANCE AGENCY 

Office of ti ie  A dministrator

STA TEM ENT  OF ROBERT C. WE AV ER, AD MINIS TRATOR; ACCOM­
PA NIED  BY JOH N M. FRANTZ, AGENCY BUDGET O FF IC ER ; MILTON 
P. SEMER, AGENCY GEN ERA L COUNSEL; SIDNEY H. W00LN ER , 
COMMISSIONER, COMMUNITY FA CI LI TI ES  AD MINISTRA TIO N; 
FRANCIS  X. SER VAITES, ACT ING COMMISSIONER, PUB LIC  HOUS­
ING AD MINISTRA TIO N; NEAL J.  HARDY, COMMISSIONER, FE D­
ERAL  HOUSING AD MINISTRA TIO N; WILLIAM  M. SLAYTON, 
COMMISSIONER, URBAN RE NE WA L AD MINISTRA TIO N; AND 
J. STANLEY BAUGHMAN, PR ESIDEN T, FEDERA L NATIONAL 
MORTGAGE ASSOCIATION

Appeal Letter

Senator Magnuson. The committee will come to order. We will 
sta rt this morning  with Housing and Home Finance.

Mr. Weaver, we will put your le tter in the record, and the justifica­
tions for the amendments suggested may go in as we take them up.

(The let ter referred to follows:)
Housing and Home Finance Agency,

Washington, D.C., June  8, 1961.Hon. Warren G. Magnuson,
Chairman, Subcommitte e in Charge of the Independent Offices Appropriat ion Bil l fo r 1962, U.S. Senate, Washington, D.C.

Dear Mr. Chairman: This is in response to you r let ter  of Jun e 2, 1961, w ith
respect to the forthcoming hear ings by you r committee in connection with  the independent offices appro pria tion  bill for 1962, H.R. 7445.

We respectful ly reques t the privilege of appear ing  before your  committee in 
connection with  some 10 amendm ents which we will recommend that  your  com­
mittee propose is the bill as passed by the  House. The suggested amendments  
are briefly identified in the enclosed reference  li st ; the just ifications will be forwarded to the committee staff early  nex t week.

443
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When we app ear  before the committee, we shall,  of course, be happy to dis­
cuss any matters connected with  the  fiscal 1962 budget program of the Agency, 
regardless  of whe ther  they are  specifically involved in the recommended amend­
ments.

Sincerely  yours,
Robert C. Weaver, Adminiatrator . 

Housing and  H ome F inance Agency

Summ ary  of proposed amendments  to the independe nt offices approp riat ion bill, 1D6S 
' (/ /. « . 7446)

TIT LE I

Amendments
Union Calendar b ill

Page No. Line No.

Office of the Administrator:
Salaries and expenses:

1. Administr ative  expenses----- -----------------------------------------------
2. Language am end ment____________________________________
3. Language am end ment-------- - -------- ------------------------------------

Publ ic works planning fund: Program appropriation------ ---------------- . .
Urban studies and housing research: Program app rop ria tion....................
Housing for the elderly fund:

1. Program a pp ro pr ia tio n. .-------- -------------------------------------------
2. Adminis trati ve expenses-------- - ------- ------------------------------------

Public Housing Adm inist ration: Adm inist rative expenses...............................

TIT LE II

Offico of the Administr ator:
College housing loans: Administr ative  expenses--------------------------------
Public  faci lity loans: Administr ative  expenses.............................................

Federa l Housing Adm inist ration: Nona dminist rativ e expenses______ ____

26
27
27
28 
28

28
98
29

24
5 
8
6 

16

19'
20
6

45
46 
48

14
3

19

Amount Requested

Sena tor  M agnuson. Fo r the purpo se of  the  record, the  1961 a pp ro ­
pr ia tio n was $344,883,000, the  budget est imate  fo r Ja nuar y was. 
$409,850,000, and  the n the  amended budget was $445,500,000. Th e 
Hou se gave  you $426,918,000, w hich is $82,035,000 over  the  1961 fiscal 
ap prop ria tio ns  but $18,582,000 un de r th e 1962 ame nded estim ates .

An d you are  di rec tin g your  tes tim ony in these suggested am end­
men ts to the res torat ion  o f some $7,882,000. We  will be glad  to  hear 
from you.

You have all th is lai d out here  in  a brochure,  a nd we will tak e them 
one at  a time .

Maybe , Mr. We ave r, we can  s ave tim e by havin g you st art  on page 
2, and  we wil l p ut  your  comple te sta tem en t in the record.

(The sta tem ent re ferre d to fo llo ws :)
Statement of Robert C. Weaver

Mr. Chai ruian  and Senators , I appreci ate th is opportunity to app ear  before 
your committee to present the program and budget estim ates  of the  Housing 
and Home Finance Agency for the fiscal year  1962, and to discuss with you 
cer tain  amendments we would l ike to  propose in th e bill as enacted  by the House.

The Commissioners are  with me, and we are  here to serve the pleasure  of the 
committee. This is the  first time we have  had the privilege of meeting with  
you and I hope th at  we can sati sfac tori ly answer  any questions  you may have 
cerning the  budget needs of the Agency.

I want to stress, Mr. Chairman, th at  we face  major increases in workload in 
almost all of our programs  next year. For  th is reason, we mus t strengthen
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our staff—p art icu lar ly in the  field offices—if these programs  and  acti vities are 
to be administered  efficiently and  economically and in a man ner th at  reflects 
cred it on the  Government. I feel, frankly, th at  our resour ces will be stre tche d 
to the utmost, even if this committee appro ves our budget in full, as I recom­
mend and  hope th at  it  will.

The budget estim ates  and deta iled Justifications which have been submitted 
conta in a number  of increases for 1962 over amounts available for the curre nt 
1961 year. We thin k tha t these increases are essen tial to meet the workload 
requ irem ents  of our expanding programs and activi ties, as well as to assure  
the fulfillm ent of the sta tutory  objectives and public purposes  th at  are  served.

In resi>onding to the cha irman’s let ter  of Jun e 2, I indica ted th at  we would 
propose several amendments  to the pendin g bill. It  may be helpful if I briefly 
introduce  and comment on each amend ment and then the  con stituen t Commis­
sioner s will be glad to discuss each propo sition along any lines  the  committee  
desires.

Salaries and E xp en se s, Off ic e of th e Admi nistra tor

Senator Magnuson. All right , Mr. Weaver, your first amendment 
concerns “salaries and expenses, Office of the Administrator.” We 
will insert the full text  of your justi fication at th is poin t in the record.

(The material re ferred to follows:)
HOU SING AND HOM E FIN ANCE AGENCY 

Off ice of th e  Administr ato r

SA LA RIE S AN D EX PEN SE S

Estim ate, $13,150 ,000; proposed by committee, $12,900,000; in act, $12,900,000 

(Hou se hear ings,  pt. 2, pp. 929 -96 9)

(1 ) Page 26, line 24, stri ke out “$12,900 ,000” and ins ert  in lieu thereof 
“$13,150,000,” the estim ate, and an incre ase of $250,000 above the amount allowed 
by the House committee.

(2 ) Page 27, lin e 5, af ter  the words “as am ended,” ins ert  “and”.
(3 ) Page 27, beginning in line 8, str ike  out the following: “* * * urba n 

planning financed through gra nts  to Sta te and local governm ent agencies pur­
sua nt to titl e VII of the Housing Act of 1954, as amended, and reserves of 
planned public works financed thro ugh advances to mun icipa lities  and othe r 
public agencies pu rsu ant  to tit le VII of the Housing Act of 1954, as 
amended, * *

H O U SE report

(Per tin en t excerpts, II. Rept. 449, p. 12)

Office of the Adm inist rator, salarie s and expenses.—The revised budget  esti ­
mate for thi s item is $13,150,000. An appr opriation of $12,900 ,000 is recom­
mended for adm inis trat ive  expenses of the Office of the Adm inis trator, the 
Urban Renewa l Adm inist ratio n and the  Community Fac iliti es Administ ration. 
This  is an increase  of $1,885,000 over the appropriat ion for the curre nt fiscal 
year  and is a reduc tion of $250,000  in the budget  estim ate. The  expenses of 
the volu ntary home mortgage credit program are  also included in this appro­
pria tion. The amount in the  bill will provide  for 1,440 jobs, an increase  of 
260 over 1961, prim arily in the urb an renewal progra ms which are  growing 
subs tant ially. The committee has also amended  the  language which has been 
carried  in this bill in previous yea rs to also auth orize the collection of fees in 
the  urba n planning and reserve  of plann ed public works programs to cover the 
cost of services  rend ered.
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JUST IFICAT IO N

(7 ) Sala ries  and expense, Office of the  Admin istrator  
The budget for the  fiscal yea r 1962, as amend ed by House Document No. 157,

date d May 9, 1961, conta ins an appropriat ion requ est in the amount of $13,150,- 
000 to fund  adm inistra tive expense requ irem ents for five progra ms or activities 
for which the Adm inis trator is responsible. These programs are  as follows: 
Office of the A dm ini str ato r:

General agency supervision.
Consolidated compliance ac tivities.
Volun tary home mortgage  cre dit p rogram.

Community Fac ilitie s Administ ration : Public works p lanning advances.
Urban Renewal Administra tion : U rban renewal program s.

The House committee recommended and  the  House approved an app rop ria­
tion of $12,900,000—a reduction  of $250,000 from  the revised budget estimate. 
The amend ment proposed for adopt ion by the  Sena te committee  would restore 
the budget estimat e of $13,150,000. Enactm ent would perm it the employment 
of the full staff  complement proposed for the  programs listed  above.

General agency supervision.— The revise d est ima te provided for the  addi tion 
of 25 during the  fiscal year  to the Ad minis tra tor ’s imme diate staff  concerned 
with the Ad minis trat or’s functio ns as head  of the  Agency a nd as the princ ipal 
housing official of the Federal Government. The  recommended incr ease  is de­
signed for the  purpo se of assisting  the  Ad minis trat or in analyz ing and finding 
solutions  to the wide range  of present and  emerging  housing and urb an rede­
velopment problems, and in promot ing a cons isten t and coordinated  approach 
to such problems in the  light of nat ional goals as identified by the  Adm inis tra­
tion and the Congress.

For example, there is a sub stan tial  and growing emphas is on finding solutions 
to the housing  problems of the Nati on’s aging population, and the  Agency is 
conducting the re sep ara te and specia lized programs  in this area . The pas t 
yea r has  seen a rapidly  increas ing concern with  the problems of metr opol itan 
are as and a growing  recognition of the Federal  int ere st in helping to  develop solu­
tions to them. Urban transp ortatio n is ano the r are a in which the demand  for 
Fede ral atte ntion and assis tance  has  heigh tened durin g the  past year, with  a 
major focus on the ext ent  to which present III IFA  urba n planning and  develop­
ment  programs can cont ribut e to the solutio n of urba n tran spo rta tion problems.

In addit ion, incre ased  staff requ irem ents are  att rib uta ble  to the generally  in­
creasi ng public and congressional intere st in housing and community develop­
ment prog rams duri ng the pas t several years,  and an anti cipa ted fu rth er  in­
crease in this  int ere st during the budget period. This inte res t produc es a re­
sul tan t increa se in the workload of the Office of the  Adm inist rator with respec t 
to program plann ing and development; legislative, fiscal, and adm inis trat ive  
anal ysis  in connection with existin g and new and  proposed progr ams;  and the 
pres enta tion  and explanat ion of Agency policies and  programs to the  public, in­
dustry, local communities, and agneies, and the Congress.

Consolidated compliance activi ties.— The Office of the Admin istrator  provides 
a consolidated compliance and investiga tive service  for the ent ire Agency. The 
1962 budget proposed to continue the staff now hand ling the  sub stan tial  investi ­
gativ e caseload th at  comes before the  Compliance Division. Duri ng the pas t 
6 ye ars, this  staff  has  handled an average of abou t 2,000 cases a year. At March 
31, 1961, the re were 1,620 investigative cases  in various stages  of processing. 
Mainte nance of the pres ent staffing of the  Division, as proposed in the  budget, is 
essen tial to the  conduct of this  neces sary activi ty.

Voluntary home mortga ge credi t progr am.— The Office of the Adm inis trator 
provides staff  and supporting services and faci litie s for  the  National Volun tary 
Mortgage Cred it Extension Committee and the seven regional committees . The 
VIIMCP seeks to fac ilit ate  the flow of priv ate  fund s for FHA-in sured and VA- 
guaranteed home mortgage loans into remote are as  and small communities and 
to promote, in any area , the financing of housing avail able  for occupancy by mem­
bers  of mino rity groups. The budget assum es the  enactment of pending legis la­
tion exten ding the VHMCP beyond it s pres ent expirat ion date of October 1, 1961.

Public works planning  advances.— The progr am of advance s for  public works 
planning, autho rized  by section 702 of the  Housing Act of 1954, as amended, was 
enacted to encourage munic ipalities and local public agencies to pre par e and 
main tain a cu rre nt and adequ ate reserve of planned public works which could 
readily be placed und er construction, and to promote  economy and  efficiency 
in planning and  building public works .
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The revised budget estimate for the  fiscal yea r 1962 provided for  an  $8 million 

appropriat ion to the  revolving fund  from which these  planning  advances  are  
made. The budge t request also provided for an increase of 21 persons during 
the budget year in the adm inistra tive staff responsible  for the  conduct of pro­
gram opera tions. All but three of the indicated staff increase  were proposed 
for assignment to the HHFA regional offices to ass ist in process ing the expand­
ing program workload shown in the  following com parison :

Rev ised es tim ate s

Fiscal ye ar 
1961

Fis cal y ear  
1962

Ap pli ca tions  p rocess ed..........................................................................  . 552 653

550
Advance s a pp roved:

Num be r (gross)__________ _______________________________ _________ 428
Am ou nt  (ne t) (in mi llio ns)......................................... . .......... ............................. $11.5 $14.0Plans ap pr ov ed ........................... ................................................................................... 386 431Rep ay m en ts ............................. . ................. ............................................................... 175 200

The Agency has also recommended an amendment for  the  consideration  of the 
Senate  committee to increase the  app ropriat ion  to the public works plann ing 
fund from the $6 million allowed by the House to the  $8 million request of the 
amended  budget program. This  proposed amendment is discussed in section B 
of this  volume.

Urban renewal programs.—The revised  adm inistra tive expense reques t for 
urban renewal programs was $10 million for  fiscal 1962. The larger  estimate 
stems from the fac t that  workload in the  urban renewal programs  has  increased 
rapid ly as more and more projects move into the execution stages.

As of March 31. 1961, some 483 communities were being assisted  in connection 
with  897 t itle  I projects  and genera l neighborhood renewal plans. By the end of 
1962, it is estimated  that  a tota l of about 615 localities , both larg e and small, 
will have more tha n 1,100 projects in process. Almost 750 projec ts are expected 
to be in the  execut ion stage  dur ing 1962, compared with  some 550 d urin g the 
curre nt year.

In addition, almost 1,500 municipa lities  and State , inters tate, metropolitan, 
and regional agencies are  assoc iated in the u rban renewal programs through  their 
par ticipat ion  in the  urban  planning ass istance  program. This  number is ex­
pected to grow to over 2,300.

Alxiut 1,000 cities  and towns will have  active  local workable programs through 
which they may qual ify for direct  urb an renewal assis tance , for  the  special 
mortgage  insuranc e programs of reh abi lita tion and reloca tion housing  under 
sections 220 and 221 of the National  Housing Act, o r for ass istance  in the  pro­
vision of low-rent public housing.

For all of these activitie s and rela ted  operations, the  budget requ est suggested 
the addition  of 228 jiersons dur ing the  yea r for the urban renew al programs, 
with some 90 percent of the additions proposed for assignment to the HHFA 
regional offices and field opera tions. The  increasing ly heavy volume of s taff work 
generated by program activity  is shown in the following summary  of selected 
workload indica tors :

Urban renewal programs

Es tim ate,
1961

Es tim at e,
1962

Pe rce nt
change

Prog ram  for co mmun ity  improvem ent: Ce rti fic ations an d
rec ert ific ations................... . ............................................................. 790 1,010 4-27.8Urban  renew al:

Plan ning  ac tiv iti es  du rin g yea r (in clu din g co m m un ity
renewa l pl an s) ............................ . .................................. ........... 473 815 4-68.7Projec ts ac tiv e in execu tion  d ur ing ye ar ................................. 551 746 4-35.4Projec t financ ing  tr an sact ions  (mi llions) :

Fe de ra l loans an d ad vances ................................................ $445 $495 4-11.2Gua rantee d pr iv at e loa ns ........................ . ......................... $280 $345 4-23.2Fe de ra l g rant  pa ym en ts ............................... ...................... $1.53 $200 4-30.7Ex ecution  a ct iv iti es  su per vised:
Parcels of land  ac qu ired ....................................................... 26,700 39,000 4-46.1Famil ies  r eloc ated ................................................................. 35,000 50,800 4-45.1Stru ctur es  demo lished................................... ............ ......... 24,600 34,700 4-41.1Acres dis posed  o f................................................................... 1,300 2,300 4-76.9

71036— 61----- 29
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Conclusion
Under the House bill, the  “Salarie s and expenses” appr opriation  was reduced 

by $250,000 below the amended budget request. Restoration of this  amo unt as 
proposed in the amendment would perm it the employment of the full staff  com­
plement proix>sed in the  amended budge t estimate , thus  providin g the  needed 
staff for expan ding program operat ions in the  several programs describe d above.

It  is there fore  respe ctful ly requested  th at  the Senat e amend the pending bill 
to resto re the adm inistrative expense app rop riat ion  to $13,150,000—the amoun t 
of the  amended budget estim ate for the fiscal year 1962.

(2 ) Technical languag e amendment
This technical amendment would ins ert  the word  “and ” a t the app ropriate 

place in the language text . This amend ment assum es the enac tmen t of the next 
recommended amendment to delete cer tain langu age from the  nona dmi nist rative 
expense proviso.

(3 ) Language amend ment (lim itat ion  on non adm inis trat ive expenses)
The sala ries  and expenses appropriation  tex t for  the Office of the Adminis­

tra to r provides th at  necessary expenses of conducting site  supervision  and in­
spection and fiscal au dit  of certain types of pro ject s assisted by loan s or gra nts  
shall be considered  as nonadm inist rativ e expenses  and prescribes a mone tary 
ceiling upon such expenses. The langu age as proposed in the revise d budget  
covers the following a ct iv iti es :

(a ) Expenses  of inspectio ns (incl uding fiscal au di t) and of providin g rep­
rese ntat ives  at  the site  of urban  renew al proj ects  being planned or unde rtak en 
under titl e I of the Housin g Act. of 1949, as am end ed;

( I t )  Expense s of engineering site inspec tions and fiscal aud its of projects 
financed throu gh college housing loans und er tit le IV of the Housin g Act of 
1950, as  am end ed; and

(c ) Expense s of engineering site inspec tions and fiscal aud its of proje cts 
financed thro ugh public facil ity loans under tit le  II  of the  Housin g Amend­
ments of 1955, as amended.

Func tions perfo rmed  p urs uan t to th is non adm inis trat ive expense  au thoriza tion  
are  underta ken to ass ure  compliance with  the various Federal laws and reg­
ulations governin g construction acti vities and with the  provisions of the loan 
agreem ent or loan and gra nt contrac t between the  Agency and the applicant . 
Fund s to cover the  required  site inspection and audit  funct ions are  provided by 
the agencies and  ins titu tion s receiving  financial assistance in the  form of fixed 
fees which in the  aggregate are  estim ated  to cover the costs of rend ering site 
inspection and fiscal a ud it services.

The bill as passed by the House would revise  the  definition of non adm inis tra­
tive expenses to expand the  scope of activ itie s to inc lud e:

( a ) Urban p lann ing assistance gran ts ; and
( ft) Public  works planning  advances.
Urban planning assis tance .— Under section 701 of the Housing Act of 1954, 

as amended, the Agency makes gra nts  to State, local, and regiona l planning 
agencies to finance a percentage of the costs of a vari ety of types of urba n 
planning. In the  ca se of urban  planning  a ssis tance gran ts, there are  no physical 
projects: projects, as th at  term is used in connection with this progra m, involve 
the prepar atio n of a planning document  or series of planning documents. Pr oj ­
ects are  t her efo re not of the na tur e to be subjected to site supervis ion or inspec­
tion such as in the programs  here tofore included within the nonadm inis trat ive 
expense limi tation wher e constru ction or othe r physical  work is being und er­
taken.  Fiscal aud its are  performed in this prog ram af ter completion of planning 
work to determ ine proprie ty of application  of fund s in compliance with the 
terms of the gran t. However, since the  audit  expense i s relat ively  small and the 
adm inis trat ive  burde n of designing and adm inis tering a system of fixed fees 
to cover expenses of fiscal audits would be considerable, the Agency a ccordingly  
recommends th at  the app ropr iatio n tex t not be amended as proposed in the 
House bill at  the  pr esen t time.

Public work s planning advances.— Under section 702 of the  Housin g Act of 
1954, as amended, the Agency advances funds to Sta te and local agencies to pre­
pare prel imin ary and complete plans for public works. As in the  case of urba n 
planning assis tance , the re are  no physical  proj ects  to be inspected : the  work in­
volves the  prepar atio n of plans and specifications for proje cts to be init iate d 
at  some la ter date. Fisc al audits are  not perfo rmed  in connection with  public 
works  planning advances except in the  few insta nces where  the  plann ing work
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is performed by sala ried  employees of the  ent ity receiving the  advance rather than—as in the predominant number of cases—by private arc hitectura l and engineering  firms under  con trac t with  the  Sta te or local agency. The expenses involved in fiscal aud it in connection with  this program are therefo re minimal. The Agency accordingly recommends that  this amendment not  be included in the appropr iation text.

Salaries and  Expenses Appropriation

Senator Magnuson. This is in the  Office of Administ rator  ?Mr. Weaver. Yes, sir.
The first amendment requests res toration of $250,000 to the appro­priation for “Salaries and expenses.” This is in the  Office of the Ad­ministrator. This appropriation provides staff expenses for three programs conducted by my immediate office—general agency super­vision, consolidated compliance activities, and the volunta ry home mortgage cred it program—as well as for the program of  public works planning advances under the supervision of the Community Facilit ies Adminis tration and for the urban renewal programs administered by the Urban Renewal Administrat ion.
The detailed justification explains the staffing requirements for these expanding programs. We think we can do a better job with the full amount of the budget request. Natura lly, I feel strongly about the Administrator's  direct staff, particularly in the area of program policy. I am persuaded that  we cannot hope to give the proper leader­ship—to make the right decisions at the  right times—unless we have a group of highly trained specialists who can keep constantly in touch with what is going on, evaluating the programs and thei r accom­plishments, studying their  problems, and advising the Admin istrato r and other key staff on the g reat variety of problems which arise. In my judgment, we are seriously understaffed on this  f ron t a t the  pres­ent time.
Senator  Magnuson. All right . Now for the  purpose of the  record, your first amendment is on page 26, line 24 of the bill, where you want to strike out “$12,900,000” and insert in lieu thereof “$13,150,000,” and then you add two other language amendments.Mr. Weaver. Yes, sir.

GENERAL AGENCY SUPERV ISIO N

Senator  Magnuson. Now for the record, I  think you ought to tell us what general agency supervision is, where you want the increase ?Mr. Weaver. Yes, sir. We have, as you know, a variety  of pro­grams in this agency under my supervision, and these are programs which are constantly expanding. They expand because the longer they go, the more mature they become and the greater  the  workload is. What we want to do here in par ticu lar is to look at these programs, both from the point of view of where they are going, what they are trying to accomplish, whether they are accomplishing it—and* then look at  them from an operat ional point of view to see how well they are being run, to see what changes should be made in them.
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ADDITIONAL POSITIONS

Se na tor Magnuson. Now , the revised  es timate  pr ovide d an addit ion  
of  25 peo ple in  thi s office.

Mr.  Weaver. Yes, sir.
Se na tor Magnuson. Und er  th e Ho use  bil l how ma ny wou ld you 

have ?
Mr. F rantz. You see, there  are  five program s involve d here, Mr. 

Ch air man------
Se na tor  Magnuson. Le t’s tak e gen era l agency superv isio n. Le t’s 

bre ak them  down.
Air. F rantz. We have  no t rea lly  ma de a de ter mi na tio n—i f the  re­

duc tion  made in the  H ouse  bil l were  s ust ain ed in the fina l bil l—as  to 
exactly  how it  mi gh t be di str ibuted  among  these five pro gra ms . In  
all probabili ty we would hav e to  make a smaller increase in gen era l 
agency sup erv ision than we feel is  needed.

Se na tor  Magnuson. W ha t is  th e t ot al  increase fo r a ll five program s 
you a re as kin g fo r in te rms of jo bs ?

Mr. F rantz. In  term s of jobs the  increase is 270.
Se na tor  Magnuson. Of  which you  say  25 wou ld be placed  in gen­

eral agency supervis ion  ?
Mr. Frantz. Th is is co rrec t.
Mr. W eaver. Yes, sir.
Se na tor  Aelott. May I  ask  a que stion th ere  ?
Se na tor  Maunuson. Yes.
Se na tor  A llott. On your  just ific ation, near the bot tom  o f the  page  

A -l , you show an increase of  260 ove r 1961. I  ju st  wa nt to ge t these  
figures to gether .

Mr. F rantz. I am sorry , whe re are you ?
Se na tor  Allott. On your jus tif ica tion pag e A -l . A t t he  bo ttom of 

th e pag e you say the  amount  in the bil l will  pro vid e fo r 1,440 jobs, an 
increase of  260 over  1961. How does th is jibe  wi th the  figu re which  
you  ju st gave?

Mr. F rantz. The 260 is righ t, bu t it  is the  number allowed  by the 
Hou se committ ee, acc ord ing  to thei r rep or t.

Se na tor  Magnuson. Le t’s lim it ourselves to  the request.  Th at  
would be 270 of which, in the  firs t div ision, yo u are th inki ng  in term s of  
25 in genera l agency  superv isio n ?

Air. F rantz. That  is righ t.
Se na tor  AIagnuson. Le t’s tak e wi thi n th at  figure the  consolidate d 

com pliance  act ivi ties and the  vo luntary home mo rtgage cred it pr o­
gram . Where is th at  ?

Air. AVeaver. In  figures ?
Se na tor  AIagnuson. In  figures, and in a gen era l way wh at you  are 

at tempt ing to do there . You hav e th at  on pag e A- 4 of  your  ju st i­
fication.

Air. F rantz. There  is no increase in employment  in eit he r of  those 
pro gra ms , Air. Chairm an, in the  budget.

Air. W eaver. AATe would hav e t he  same numb er in both  c onsolid ated  
compliance  act ivi ties a nd the  Ar olun tar y Hom e Alo rtgage Cr ed it Pr o­
gram  as we hav e now. In  fac t, there  wou ld be a sli gh t decrease in 
the  Vo luntary H ome Alo rtgage Cred it.
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Com plian ce  Activities

Se na tor  Magnuson. W ha t kin d of  cases  are  these compl iance ac tiv i­
ties?

Mr. W eaver. Th is is the  w hole problem of ou r inv est iga tor y ac tiv i­
ties. Th is is whe re we have cases where the re are  accusa tion s of  dis ­
honesty , accusa tion s of mala dm in ist ra tio n which would invo lve lack 
of  in tegr ity  of the  staff, questions of  pa rt icul ar  pro jec ts where there  
are  questions as to whether or  not  the  money has been hand led  co r­
rec tly , and  all of  the scores of  t hing s of  th at  na ture  in all  of the  con­
sti tuen t agencies .

Se na tor  Magnuson. Do thes e cases cover the  comp laints  th at  are  
made where a proje ct or  a bu ild ing or a home does not  come up  to 
spec ifica tions?

Mr. Weaver. We ll, it  could , if  the re were involve d in th is oth er 
th an  technical things. In  othe r words, if  thi s is a technica l th ing,  it 
would come u p und er  an o pe ratin g agency-----

Sena tor  Magnuson. An oth er g roup  ?
Mr.  W eaver. Yes. But if  t here were a quest ion of cu tti ng  down on 

spec ifications whi ch involved the  passage  of some money or  some­
th ing o f th is  kin d, o r influence------

Se na tor  Magnuson. Or  collu sion  between a co ntractor  and  some­
one else.which would  lower the speci fica tions ?

Mr. W eaver. Bi gh t, yes, sir .
Se na tor  Magnuson. Well, general ly spe aking, the technica l—I  

want to get th is st ra ig ht —investiga tions of  pro jec ts unde r your pr o­
gra m are  in an oth er  division , where the y seek the  compliance , th at  
they build  w hat they are supposed to bu ild -----

Mr. W eaver. Th is is the  res ponsibi lity  of  the  op erat ing agency.
Se na tor  Magnuson. All rig ht .
Se na tor  Allott. We are not  going  to leave tha t ?
Se na tor  Magnuson. No.
Se na tor  Allott. Al l rig ht.
Sena tor  Magnuson. Well, th at  is a ll I hav e to  ask him.

Volun tary H ome Mortgage Credit P rogram

Sena tor  A llott. Now, as 1 u nd ersta nd  it,  th is includes yo ur  V olu n­
ta ry  Hom e M ortgage  Credit  Prog ram ?

Mr.  W eaver. Yes, sir.
Mr. F rantz. Yes, th at  is correc t, sir.
Se na tor  A llott. Now you ha ve asked fo r a red uct ion  in th e Vo lun ­

ta ry  Ho me M ortgage Pro gram . Why  ?
Mr. W eaver. We ll, we find th at  the workload  in th is  program  has 

been dec reasing somewhat. As you know, th is  was supposed to be a 
system  whe reby person s who could not , th roug h ordina ry  channe ls, 
ge t des irable  mortgage s financed, cou ld ap ply unde r th is program . 
An d as we imp rove o ur  opera tions we ha ve a lesser volume of  tha t and  
the  regu lar prog ram s carry  on.

Also,  we believe t hi s is a pro gra m in which we can  effect some econ­
omies in a dm inist ra tio n. Th is is why we a re ask ing  for  less.
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REDUCTION IN  PERSON NEL

Senator  Allott. Le t me sugges t som eth ing  to you,  Mr. Weaver. 
The  c ur rent  fiscal ye ar  b udg et in th is  are a is $250,000, and you  cut  it 
to $225,000, which wou ld mean cu tti ng  how  many peop le?

Mr. Weaver . Well, th is is a mat te r of  4 peop le, I th ink , 29 to 25.
Sena tor  Allott. Al l right.  Now I have been v ery  inte res ted  in t his  

pro gra m since it firs t s tarte d because in my own Sta te,  and  I can  o nly 
speak for my own St at e because I hav e n ot made any  n ati onal inv est i­
gat ion , th is  has a very sign ificant  impac t on the bu ild ing pro gra m.  
And the  prog ram has dro pped about, as ne ar  as I can ge t the tot al,  
061 loans , to tal ing about $7 mil lion . Now these, some of  these, oc­
curred in Cortez, w hich is way up  in  th e so uth west corner  of  th e Sta te.  
I t is a bean  country  pr im arily , whe re thev raise beans . An d it  also 
has been very successfu l, or help ed conside rably down in Hue rfa no  
County, which was for me rly  a very  gr ea t coal are a and in which, by 
the  gradua l process th at  has  happened to all  coal area s, has gone  
dow nhil l.

VAL UE OF PROGRAM

And  it is the one possib le are a where  pe rhaps the  depressed are as 
bill  migh t apply  in Colo rado. Bu t of thes e 661 loans to ta lin g abo ut 
$7 mil lion  in Colorad o, 111 of these were to  Sp ani sh-Am erican  Negroes 
who were ha ving  difficu lty find ing  mo rtg age money, alt hough the y 
were otherwise  qual ified . An d the  b ulk of these, mos t of these, were  
ar rang ed  af te r th e Office was set up  in Denver.

In  othe r words, as I see it, th is has  brou gh t 75 fam ilie s abo ut $75 
mil lion  i n financing, and some of ou r peop le in Col orado have a ctu all y 
gotten into th is are a where they hav e nev er gotten  into the fina ncing 
are a before. An d I  am very concerned about an ything  whi ch wou ld 
tend to cut  off t his  v olu nta ry home fina ncing f rom  pr ivate sources.

I can not see why it should  be c ut off, o r why  the emp has is should be 
dim inis hed .

Mr. W eaver . Th is is not,  Sena tor , a deemphasis  or cu tti ng  off in 
anyway . I t  i s a m at te r of  lo okin g at  the opera tion and  seeing where 
we can avo id dupli ca tion. A grea t dea l of th is  is done  t hrou gh  cor ­
respondence. A grea t deal  is done in way s th at  are  now fa ir ly  well 
established  and we believe th at  wi th a sli gh t cut  we can do as good a 
job—p erh ap s a be tte r job—than  we have  done before .

We  c ert ain ly have no idea of not  co nti nu ing  this  fun ction and con­
tin uing  it as  effectiv ely as  possible.

There  are othe r aspects  in addit ion  to the ones th at  you prese nt— 
geo graphic are as as well as certa in eth nic  gro ups which hav e diffi­
culties. Some  o f the  g eog raphic  a rea s beg in to loosen up once we g et 
into  the  ope rat ion . Bu t we believe th is will con tinu e effec tively , and  
we cer tainly  do no t in ten d to  deemphasize  it.

Se na tor  A llott. We ll, I am ha pp y to  hav e th at  assurance  because  
I know it has  been very successful up  in ou r country  and  has brought 
money to people who want homes, and  who deserve homes, an d have  
the  capabili ty o f pay ing for  them,  where it  could  not h ave  been b roug ht  
in otherwise.

Sena tor  Magnuson. The reason fo r th at  wou ld be the reluctanc e of 
the sma ller ban ks in those areas  to go in to  th is  ?
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Mr. Weaver. I think  there are several things. First, there is the 
fact there is a geographical element, where you have a concentration 
of your resources in certain areas, and a concentration of your needs 
in other areas. So tha t the local resources are limited.

And secondly, there is the  fact there are certain types of loans— 
certain elements in the population which have not been good risks 
in the past, according to the general folklore of the financial insti tu­
tions. And here we have to  spread it out over a larger area in order 
to get this included.

I think  this is the way, Senator, it works in your area.
Senator Allott. It  has worked, I would say, successfully. I do not 

think the amount of loans is insignificant when you realize tha t it is 
bringing them to people who, for one reason or another—for example, 
in the Cortez situation we try  to get FIIA in there and get various 
programs started, and for technical reasons or something they could 
never get it going. Well, it was perfectly logical. Cortez is a very 
rapidly expanding town and community with fine people in it. The 
base is primarily agriculture, although it is gettin g more and more 
of a tourist place. In fact, it is just adjacent to what is one of the 
most beautiful spots in Colorado, or Southeast and Southwest, just 
adjacent to Mesa Verde National Park. And the whole thing  is 
logical except that  technically you could not get approval by the Hous­
ing Administration of the development that had to be done.

Now though this private money has gone to that,  and these people 
are getting money. The same thing has happened over in Walsen­
burg with a very similar situation. Technically they could not 
comply. Private money has gone over and here are two areas, two 
specific areas, tha t have been very greatly helped by this program.

And this is the reason I wanted to ask you these questions. Because 
I hope this program is not deemphasized, and I hope tha t the cutting 
of $25,000 off of this budget does not mean that  this is going to be the 
end of tryin g to get private money into the housing field.

Mr. W eaver. We shall continue this  and try to make it better.
Senator  Allott. All right, thank you.

P ublic Works Planning  Advances

Senator Magnuson. Now public works planning advances. What 
is the  program there? How many people do you have in that par ­
ticula r shop?

Mr. Frantz. We contemplate an increase of 21 in th at program.
Senator Magnuson. An increase of 21 ?
Mr. Frantz. Yes, sir.
Senator  Magnuson. How many do you have now? Can you fur­

nish that for the record ?
Mr. Frantz. We have now approximately  57 people in that 

program.
Senator  Magnuson. And the House bill will allow how many added 

to that?
Mr. F rantz. Well, again, we have not made a final application of 

the reduction of the 250.000.
Senator Magnuson. But if the full amount could be granted, you 

would contemplate an additional 21 ?
Mr. F rantz. Tha t is correct: ves, sir. And we would not be abb 

to make an increase of that  size if the amount is not restored.
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PENDING APPLICATIONS

Senator Magnuson. II ow  many applications do you have pending 
on public works planning advances?

Mr. Woolner. There are 193 pending as of the end of May, Senator.
Senator Magnuson. Are they mainly from small communities?
Mr. Woolner. Generally, yes. The experience of the first 10 months 

during  the present fiscal year shows 60 percent were from communi­
ties of 10,000 population or less.

Mr. Weaver. I might say, Senator, these are the communities that 
need this so much because they do not have the facilities for doing 
this. And they find themselves coming in rather  rapidly  with ill- 
conceived—

Senator Magnuson. Tha t was the basis when we first put this in 
some years ago, there would be a lot of  small communities that would 
not do their planning in advance, to move ahead when they needed to, 
as contrasted to the big urban renewal programs. And the concept 
is still that, is it not?

Mr. Woolner. Yes; that  is true. Occasionally you get a si tuation 
where a new type of sanitary district , or something of tha t sort, is 
not able to get planning money any o ther wav. But this is essentially 
smaller towns.

Senator Magnuson. It  is mainly facilities, isn’t it?
Mr. Woolner. Yes. Some gas transmission lines.
Senator Magnuson. And in those particula r cases it is a matching 

proposition, isn’t it?
Mr. Woolner. No, we advance-----
Senator Magnuson. You advance the money ?
Mr. Woolner. We advance the money, yes; and tha t is repayable.
Senator Magnuson. Repayable when you star t the project?
Mr. Woolner. That is right.
Senator Magnuson. I t becomes part of the repayable section of 

the project?
Mr. Woolner. Yes. And we generally try  not to advance for any 

project tha t would not get underway within a 5-year period. So 
there is a fast turnover involved.

Senator Allott. What happens if it does not get underway? 
What becomes of the money ?

Senator Magnuson. You just have a plan.
Mr. Woolner. You have a plan tha t .may be picked up at some time. 

We are still picking up a few from the first and second planning  
programs, and the first one started in 1944-45.

Senator Allott. But this is not charged the community until -----
Mr. Woolner. Until they construct. That  is right.
Senator Magnuson. And most of the applications are scanned? 

If  they are not, they should be. The community may have a real, 
honest intent, and something beyond their control may delay them.

Mr. Woolner. Yes. They are all reviewed for the financial ability 
of the community to build.

Senator Allott. They may decide not to vote the bonds.
Mr. Weaver. There may be a change in administra tion, too.
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URBAN RENEWA L PROGRAMS

Sena tor  Magnuson. All  rig ht , urban renewal . [R eading :]
The revised adm inistrative expense requ est for urba n renewal programs was 

$10 million for liscal 1962. The larger estimate stems from the fa ct that  work ­
loads in the  urban renewal program s have  increased rapid ly as more and  more 
projects move into  the execution stages.

As of March 31, 1961, some 483 communities were being assisted in connection 
with 897 tit le I project s and general neighborhood renewal plans. By the  end 
of 1962, it is estimated th at  a total  of about 615 localities , both large  and  small, 
will have more th an  1,100 projects in process.

In addit ion, almost 1,500 munic ipalities and State, inters tate , metropolitan, 
and regiona l agenc ies are  associated in the urban renewal  programs through the ir 
part icipation in the u rban planning ass istance program.

This number is  expected to grow to over 2,300.
About 1,000 cities  and towns will have activ e local workable  programs  through 

which they may qual ify for direc t urba n renewal assis tance , for the  special 
mortgage in sura nce  programs of rehabil itat ion and relocat ion housing under sec­
tions 220 and 221 of the National Housing Act.

In  othe r words, yo ur  just ificatio n fo r th is program  is the  increase  
in th e w orkload ?

Mr. W eaver . Yes, sir.  And the  fac t th at  th is is a program  which, 
the  older it gets , the  more tax ing the  workload  becomes because  m ore 
pro jec ts m atu re and requir e more att en tio n.

Senator  Magnuson. Now fo r the record , tell  us just brief ly how a 
com munity  get s int o th is act?  In  othe r words, the  reason 1 ask the  
ques tion  is th ere  has been more intere st created, let us pu t i t th at  way, 
in urb an renewal, and  b oth  the Se na tor  f rom  Colorad o and  I,  and all  
othe r Senato rs a nd  Mem bers o f Congress , co nstan tly  ge t Queries, “ Ju st  
what do we do to ge t into thi s or to tak e a look at  it or  do som eth ing  
about i t ?”

STEPS  IN  UNDERTAKING LOCAL URBAN RENEWAL

Mr. Slayton. One  of  the first th ings  the city does is to prepare 
an app lication  fo r a workab le pro gra m,  which indicate s the work it is 
alread y doin g to  eliminate slums  and to p revent  creat ion  of slum area s.

Se na tor  Magnuson. Now l et’s get  thi s clear. Wo uld th is have  to be 
a city  or  a metro po litan  are a ?

Mr. S layton. Th is is a city—a m unicipality .
Senator  Magnuson. Municipa lity  only . Supposing  it  encompasses 

a me tropolita n area. Then can the  cou nty do it?
Mr. Slayton. The cou nty  can  do it as a local  gove rnm ental agency. 

The  m etropoli tan  are a can be helpe d throug h our planning  assistance  
pro gra m fo r metr opoli tan  p lan nin g.

Senator  Magnuson. Me tropolita n p lann ing-----
Mr. S layton. I was go ing  to come to th at.
Sena tor  Magnuson. All  ri gh t, you  go r ig ht  ahea d.
Mr. Slayton. T o cover it br iefly , the city i ni tia lly  subm its its  w ork ­

able  pro gra m to ind ica te that  it is rea dy  to move ahead, th at  the re 
are  pla ns  to  imp rove fac ilit ies  fo r elimi na tin g and pre venti ng  slum s 
and bl ight  in clu din g a general  p lan , a housing code, procedures f or  en­
forci ng  t hat housing code, and an ind ica tion of  know ledge or  in tent  
to find out  abo utthe  necessary re locatio n of  people  and  o the r thi ng s of 
th at  na ture.

It  then pre pares  an app lication  fo r a pa rt icul ar  pro jec t. Th at  ap ­
plicat ion  would ind ica te th at  the area is bl igh ted —contain s slums.  
They would ask us fo r a n advance to prepare pla ns  fo r the  redevelop-
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ment of th at parti cular area. We then must review that  application, 
of course, and make sure it is an eligible projec t; tha t the area is 
actually blighted and contains slums.

The with our planning advance, the local agency will prepare what 
we call a renewal plan for the project area.

This plan must be in accord with the overall plan for the com­
munity, and must be approved by the city council or local governing 
body of the community. And we, of  course, must review the plan to 
see th at it meets the criteria  for Federal  assistance.

CO ST-SHARE PLAN

We agree to pay two-thirds of the net cost of carrying out the 
project. The city has to agree to pay one-third  of this cost. Once 
the plan is approved by us, by the city council-----

Senator Magnuson. This is two-thirds of the planning?
Mr. Slayton. No, sir. The cost of the project is determined in this 

way. The cost of the planning-----
Senator Magnuson. Suppose the city of Seattle has a plan, and I 

think there  is one-----
Mr. Slayton. Yes.
Senator Magnuson (continuing). A general plan, and the metro­

politan area has a general plan. And you people thing  that  is all right , 
you have looked at that, or you have worked on it maybe with them. 
So over here in one corner they have a specific project.

Mr. Slayton. Right.
Senator Magnuson. That is going to cost $50 million to do the job.
Mr. Slayton. Tha t is an expensive one.
Senator Magnuson. All right, say $10 million. I am just using 

these figures. In a big area it could run that ?
Mr. Slayton. Yes, it could.
Senator Magnuson. And you approve of th is plan for th is partic u­

lar section, which fits in with the overall plan o f urban renewal.
Mr. Slayton. Right.
Senator Magnuson. If  you approve it, you give them two-thirds of 

that,  of $6,006,000. What strings are on that  $6 million ?
Mr. Slayton. They have to agree to carry out that plan as it is set 

up. When they sell the land to private developers, the private devel­
opers have to enter into a contract tha t they will develop that land as 
the plan indicates.

There are some other strings. They have to assure us that they can 
relocate the families to be moved from that  site—that there  are decent, 
safe and sanitary houses available. No family can be evicted until 
offered a safe and sanitary  house. Also, another st ring is tha t the city 
council has to agree to meet their one-third share of the cost. It  has to 
indicate how it is going to produce tha t money.

NET  PROJECT COST

Now the $10 million is what  we call net project cost. Net project 
cost includes the  planning cost, the land acquisition, the relocation of 
families, demolition, site improvements, put ting  in new s treets and 
utilities and things of that nature.

Senator Magnuson. This is getting it all ready fo r the builder ?
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Mr.  Slayton. Yes, sir. The n you subtract  the  amount of  money 

which you obt ained in selling the  lan d to the builder,  a nd  th at  is the  
net  pro jec t cost.

The city  pay s one-third of that  and  the  Fe de ral  Governme nt pay s 
two -th irds.

Senator  Magnuson. And the  b uilder, or builders , go down and  get  
a loan ?

Mr. Slayton. If  it is a h ous ing  de velo pment,  they have th ei r pla ns  
app rov ed by the city, where  the  proje ct is to be built,  and  th at area 
is cert ified fo r 220 mo rtgage  insurance —F II A  220 mo rtgage  insur­
ance. Tha t is cer tifie d by Mr. Weaver. Once  th at  is cert ified , then 
they  w alk  arou nd  to FII A , submit  t he ir  pl ans to  FII A , a nd a re elig ible  
for a  220 m ort gage  in surance loan.

RELOCATION

Se na tor  Magnuson. Now  on the  people th at  are dis loc ated; say 
you move them  over here  while  you are doing  t his , do they have  any 
pr io rit y of  occupancy on coming back ?

Mr. Si ayt on . We have no law which requ ires  they be given p ri ­
ori ty. As a mat ter o f fac t, they are give n pr io ri ty , but  in man y cases 
the  economics  of  the  new developmen t, if  it is a clea rance are a par ­
tic ular ly—

Sena tor  Magnuson. Mig ht be d iffe rent  than  thei r income, le t’s say?
Mr. W eaver. Th is is one of the  purposes  of  our new bil l—to  pro­

vide tools to  prov ide  ho using fo r a wid er ran ge  of  incomes.
Sena tor  Magnuson. Bu t if  they wante d to come back  and live in 

be tte r sur roundin gs—just pu t it th at  way—get back to the  old ne igh ­
borh ood,  there  is no lega l pr iorit y,  but  you try  and  help them  out?

Mr. Slayton. Tha t is correct.

RE HA BIL ITA TIO N PROGRAM

And , in the  rehabil ita tio n areas, pa rti cu la rly , thi s becomes much 
more  effective as you can see. In  fac t, in reh ab ili tat ion , we hope  we 
will not have disp lacement  at all,  but  th at  the  homeowner th roug h 
the  var ious a ids  from  FII A , can improve  h is house  to meet the stan d­
ard s o f t he  redevelo pment  plan .

Senator  Magnuson. An d fo r th is you have how  many pro jec ts, 483 ?
Some of these  are  completed, a ren ’t they  ?
Mr. Slayton. We hav e some completions. These p roject s ta ke  quite 

a while.
The  s ign ific ant  figure is th e n um ber  of  cases th at  we will be p rocess­

ing  du ring  the fiscal yea r. We expect du ring  th is next  year  to have 
350 new appli ca tio ns  /o r p rojects.

Se na tor  Magnuson. I I ow  much do you est ima te that?
Mr. Slayton. On the  basis  of the  subm issio ns we received in the  

pas t, based  upon the  amount of capit al gr an t au thor ity  t hat  Congress  
has  made availa ble .

From  th is we have been able to  cha rt—wi th some inaccurac ies, obvi­
ously— bu t we have a general  idea how many new pro jec ts will be 
proposed from  fund s ma de avai lable .

Sena tor  Magnuson. Do you go out , do people from  your  shop  go 
out,  an d generate these pro jec ts o r do  you wai t un til  they come to you ?

Mr. Slayton. We  wa it unt il t he city asks us.
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Sena tor  Magnuson. O r is it  a com binatio n o f both ?
Mr. Slayton. No, si r;  we w ait fo r the  c ity  to come and  ask 11s. If  

the  city asks us to come ou t and tal k to them, obviously we go out. Bu t 
we do not so licit  the  cities.

Mr. W eaver. I might  say, Senator , wh at happens here , where the 
pro gra ms  are establis hed , where you have these  local pub lic agenc ies— 
an d I used to serve on one, so I know som eth ing  a bout thi s—as they 
st ar t they beg in to  t ake , and  we en cou rage them to  take , a more com­
preh ensive view fo r the  total city . So in the  citie s where you have 
had these local public agencies fo r some time, they have done  th ei r 
advance plan ning  an d they have an idea  o f the  sequence in which they 
are  going to a tta ck  th is problem.

I t is a bu ilt -in  th ing . I t  is no t som eth ing  th at  we have to go out 
and insp ire.  I t  is  there  once t hey  ge t th e ac tiv ity  s tar ted .

Senator  M agnuson. An d what if  they say, “We are th inking  about 
th is” and th ey haven’t a n applicat ion , and the y want a lit tle  advice  or 
som eth ing  like  that  ?

I  am no t o bjecting to  th is, I  think  this  should  be done.
Otherwise,  you  can get beh ind 3 or  4 years  because they do not 

know wh at to do.
Mr. S layton. I f  they ask  us, we send o ut  a man.
Sena tor  M agnuson. T o  look it  over  and make some suggestio ns?
Mr. Slayton. One of  th e thi ngs we fou nd, Senator , recent ly, is the 

increase in the nu mb er of  small citie s in ter es ted  in thi s pro gra m.  An d 
in a smal l city th is can be a very effective act ion  to them . Bu t th is 
requires on ou r pa rt  a gre at deal more tech nica l assis tance . Fir st , 
the  sm all city does not have the  experienced  staff as does a lar ge  city , 
and, second, fo r the same a mount  o f money in capit al gr an t funds we 
have  a lot more p roje cts . Each pro jec t requir es pers ona l att en tio n by 
ou r field staff. So we need people who can help pa rti cu la rly  in the  
smal l loca lities. An d 20 perc ent  of  ou r citi es are  unde r 10,000, and  
44 percent  are  unde r 25,000.

Mr. W eaver. I  migh t add, most of  th is  money th at  we are  ask ing  
fo r is not  fo r Wash ing ton , but it is ou t in the field where the  prob ­
lem is.

LIAISON' WITH BUREAU OF PUBLIC ROADS

Se na tor Magnuson. Yes. Now le t’s take  a  b ig  proje ct,  a big  u rban  
renewal  in one of  o ur  big  c ities. W ha t lia ison do you  have with  t he  
Bureau of Pu bl ic Roads  in the  tran sp or ta tio n problem  in re ga rd  to 
fu tu re  pla nn ing ?

Off tne  reco rd.
(Discussion  off the  record.)
Mr. Slayton. We  have several  th ings  th at  we do in t his  fie ld. One,  

the general p lan  of th e co mmunity has  to include  a tran sp or ta tio n plan. 
There for e, the  pr oje ct  has to rel ate  to th at  tr an sp or ta tio n pla n. Th is 
is roads.

Then the  deta ils  of the traffic c ircula tion wi thin that  area have  to be 
worked o ut  before it  is an accep table  plan.

Se na tor  Magnuson. Do you take  tne  wo rd of the  high way engineers, 
do you ju st  t ak e what they say and tak e an oth er  look at  i t?

Mr. Slayton. We find that  the re is some con trov ersy  at  times be­
tween the  peop le who are pla nn ing the  p roject and  the  hig hway engi­
neers.
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Se na tor  Magnuson. I have fou nd most of  the hig hway enginee rs 
look  abo ut this  fa r. Al l th ey th ink  abou t is  how the y get  one car from 
here over to here,  th e fas tes t possible  way. An d it does not make any  
diffe rence what  ha ppens in bet ween.

Mr. Slayton. 1 wil l say we have been rel ative ly successful in bein g 
more concerned about the  pl anning  concepts  than  i n t he highway engi­
neering concepts. We  have set up a j oint  comm ittee  with the Burea u 
of  P ublic  Roads  a t the n ati onal level a nd  at our reg ion al level, so that  
when  a  conflict or  p rob lem  comes up, we h ave  a mechanism fo r seeing 
th at  the  two pla ns  do jibe. An d we also have j oint  p lann ing act ivi ties 
wi th the  Bure au of Pu bl ic Roads in a reas where  the y are  p lan ning  an d 
we are  plann ing .

Se na tor  Magnuson. Because they  are  only  th inking  abo ut auto mo­
bile  traffic. An d th is  th ing 10 yea rs from now is going  to be more 
con fused tha n ev er if  we do not do some p lan nin g.

PL AN NI NG  GRANT S TO MAS S TRA NSP ORTAT ION  AGENC IES

Mr.  Slayton. In  ou r plan ning  assistan ce prog ram the  legisla tion  
pe rm its  us to give plan ning  gr an ts  to metr op oli tan  mass tran sp or ta ­
tio n agencies fo r plan ning  mass transp or ta tio n.

Sena tor  Magnuson. Because we did  som eth ing  in my committ ee 
the  oth er day , the  Commerce Com mitt ee of which I  am the ch ai r­
man. We have  alw ays  had  these com muter and mass  tran sp or ta tio n 
problem s up  in th at  comm ittee , and  we delibera tely agree to let  the  
hou sing come in, t he  B an king  and Currency  C ommit tee take this  over, 
assume jur isd ict ion . Because we come more  and  more to the  opinion 
th at th is is a most im po rta nt  part  of urban renewal.

Mr . W eaver. We a gree  100 percent,  sir.

NE W YORK AREA

Se na tor  Magnuson. An d it  has to come to gether . We  ca nnot s it up 
there  and ta lk  abo ut com muter prob lems and  you fellows have  a g rea t 
urba n rene wal  pro jec t. Let ’s tak e the  New York area. Unless  th ere  
is some liaison it  is not  goi ng to  come up  to  wha t we w ould like to  have 
it  come up to. I  am  glad  yo u have  that  dow n there because heretofo re 
it  was not as good. I do no t th ink the re was any  reluctanc e to have i t, 
bu t one though t in terms  of  bu ild ing  hou sing and the  oth er thou gh t 
in t erm s of pu tti ng  a  d itc h fro m town  a nd  g et tin g someone from here  
over to here. Eve n the traffic pa rt  of it is a fea ture  for  good livin g.

Mr. S layton. I t  cer tai nly is.

COORDINATION W IT H STATE HIG HW AY  AGENCIE S

Se na tor  Alloit . You men tioned th at  you coo rdinate th is  w ith  t he 
Bu reau  of  Pub lic  Roads and the regional offices. Pr im ar ily  th e tran s­
po rta tio n,  asid e fro m mass  tra ns po rta tio n,  in these areas is a mat ter 
th at  is under the  ju ris dic tio n of the  St ate de pa rtm en t of  highways  
ei ther  wi th rel ati on  to the  F ed era l pr im ary or  secondary roads. Now 
wh at  liaison is ca rri ed  on wi th the  St ate de pa rtm en t of highwa ys, 
wh ate ver  i t happens to be ca lled  in that  St ate with resp ect  to  th is?

Mr . Slayton. They are  involved in th at , too, Senator . When one 
of  th ese  regional committ ees takes up  a  pa rt ic ul ar  a rea in w hich  there  
is supposed to be jo in t pl an ning  act ivi ties between H H FA  and  the
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Burea u of Public Roads, the  State  hig hw ay peop le come into  it as 
well as the  local people . Because ou r g ra nt funds go to the  local peo­
ple  and the  S ta te  burea u of public roads is goin g to th e S ta te  highway 
people,  so it gets th e loca l people togeth er.

Sena tor  Allott. Then yo ur  State  hig hw ay  people come in at the 
level of  per fecti ng  the p lan , th e pa rti cu la r pl an  ?

Is n’t  th is so?
Mr. Slayton. Yes, sir.
Sena tor  Magnuson. You see w hat happens is— and  I  know  two  or 

three  cases— take an int ersta te hig hway go ing  th roug h a big  me tro ­
po litan  area, if  it is wi thin the city  lim its  t hen th e State  is out.  But  
the Federal  Gov ernment is pu tti ng  up 90 perc en t of  th e money.

The State  has t o pu t u p 10 percent . But  the n it  becomes the liaison  
wi th the  city.

Mr. Slayton. The rel ationship between the  St at e hig hw ay de pa rt ­
ment and the  citie s var ies  among the  State s, and we have to  adjust , 
her e to recog nize th is  va ry ing rel ationship.  B ut the city does get  
invo lved, a nd in some places it  gets m ore involve d tha n othe rs. W ha t 
we try to do is two  basic things. One,  where we are  p rovid ing pla n­
ning  assistance fund s in plan ning  an area, and th e State  h igh wa y or  
the Burea u of  Pu bl ic roads is also ma kin g plan ning  gran ts,  we try 
to  work the pla ns  jo in tly  so th at  t hey  are no t in conflict and the y do 
match.

Secondly, and  th is  ha s come up ju st recent ly,  we a re now u sing these 
regional planning  agencies  of H H FA  and the Burea u of  Publi c 
Roads, to try  to resolve conflic ts th at  hav e ari sen  pr io r to  the  e sta b­
lish ment of  these  comm ittees . Wh en a major  h igh wa y is g oin g to go 
throug h an urban renewal area, fo r inst anc e, an d the re is conf lict at  
the  local level, we tr y  to use these committees to  resolve th at  line  of 
question as well.

Sena tor  Allott. I  ju st  want to ge t th is  pi cture st ra ig ht  and find 
ou t fo r sure. The St ate highway people would come into it  at  the  
po int , at  least at  th e po int, where the  ove ral l pl an  was appro ved , is 
th at corr ect?

Because, othe rwise, you  could  no t appro ve  an  urb an rene wal  pro j­
ect  which had ve ry l imited means of  access an d eg ress?

Mr. Slayton. Th e res ponsibil ity  is essent ial ly ours , Senator . We 
wil l not app rove a r edevelopm ent  p lan unless t he y can  show us where  
thes e majo r hig hways  are  going to be, unle ss they  can show us th at  
there is going  to  be adequa te access f rom  the sup erh igh way, or  w ha t­
eve r it  is, to t he  proje ct a rea .

Sena tor  Allott. An d th is  is the po in t th at you  assure  yours elf  
th at the  St ate high wa y de pa rtm en t has been consult ed an d th a t the  
pla ns  are in confo rm ity  with  the  policies  of th e S ta te  ?

Mr. Slayton. Yes, sir.
Se na tor  A llott. An d it  would also be a mu nic ipa l ma tte r, too?
Mr. Slayton. Where it  gets to be a conflict, we t ry  to t hrow  i t into  

thes e jo in t committ ees betw een the Bu reau  of  Pu bl ic Roa ds and the  
Ho using  and  Home  Finance Agency. We  hav e had several pro jec ts 
we have held up  because the  State  highwa y de pa rtm en t or  the city 
hav e no t reached an agreem ent , a decis ion betw een them has no t been 
reached, as to w here a  highwa y is to  go. We  have not  proceed ed u nt il 
th a t decision is made.



INDEPENDENT OFFICES APPROPRIATIONS, 19 62  461

Senator Magnuson. I think in some cases the Bureau of Public 
Iloads should not proceed until you people OK it.

Mr. Slayton. They started a little earlie r than we did, so their  
plans are generally more jelled. We try  to work it out jointly, and I  
will say there has been considerable improvement in this cooperation 
in the past year.

EFFEC T OF FEDERAL SUBSIDY

Senator Allott. I would like to ask this question of Mr. Weaver. 
I think there is a tendency in all of our programs where we s tar t out 
on a given basis and we just keep on going. 1 am not a fraid to ask this 
question because 1 think it is a question tha t needs to be explored. 
It always seemed to me that  when the Federal Government under­
writes two-thirds of the net cost of these programs tha t you are, in 
fact, to some considerable extent, promoting  the development of slum 
areas. In other words, there is no impetus for a man to say, “Well, 
if I ever want to realize anything out of this building tha t I own”— 
and this is not just limited to homes, old slum homes and tenaments 
that  you are taking, it also includes old business districts  and tha t 
sort of thing—that  since he and the rest of the people there a re con­
scious tha t eventually the Federal Government is going to come in 
and pick up two-thirds of the check for any loss that has occurred, 
and in any event he is going to get the present value of his property 
out, there is no impetus on the individual to say to himself, and to the 
rest of the people in his block, for example, o r in tha t area, “Look, 
if we do not expect this thing to go down the river, we have to do 
something about it.”

So 1 ask this question, as to whether or not you have ever given 
consideration, Mr. Weaver, to the fact tha t this 66% percent may ac­
tually help induce slum areas?

Mr. Weaver. Well, sir, I think the answer to tha t is this—that  there 
are certain areas in every city which are so far  gone t hat  they are 
hopeless. There are other areas which are sort of betwixt and be­
tween, if I may use tha t term, and there are others which can be 
brought up to standards without tearing them down.

Now we are deemphasizing the bulldozer approach in this admin­
istration. We feel tha t wherever a neighborhood can be brought up 
to standard  through a process of rehabilita tion, this  should be encour­
aged. And where we have this type  of  situation, instead of the  pros­
pect of the area being torn down, the man in the area would have a 
feeling tha t he would have not only tools bu t impetus and encourage­
ment to bring  this building up to standards and this would be done. 
However, there are certain areas where there may be one or two decent 
buildings in a sea of blight  and it would be uneconomic and unfo rtu­
nate for this individual to bring his building up, because he would 
lose the value t hat  he would put in, o r the money or the investment 
he would put in there, which would not be translated into value be­
cause of the adverse environment. So it seems to me this  is an ad­
ministrat ive problem. If  we get the new legislation, we will have the 
tools to do the rehabilitation. I thin k we will be able, with good 
judgment and administra tion, to preserve tha t which is good and 
deserves to be preserved, and to destroy the bad stuff within such an 
area and also to go into areas which, in general, have to be demolished.
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Sena tor  Allott. Well, t hat  does not answer my question, but  I  know 
it is like quest ion ing  th e Bible  to  questio n the  tw o-thirds.  Bu t I  ha ve 
very  gra ve  dou bts  as to wh eth er or  not th is is a po rtion  the Federal  
Government  sho uld  bear, no t only  fro m the  sta nd po in t of  pra ctical  
economics, but  also from  the sta nd po in t th at  I  feel in some instances  
it does encourage  the  let-go process in a g iven  are a.

I have  in mind a pa rti cu la r are a in my own St ate where certa in 
people hav e eno ugh  of an investment th at they hav e absolu tely  pr e­
vented a b lig ht  in the p ast  2 or  3 ye ars  of  an  are a th at  p rob ably would 
have, by th is t ime,  been well into  a slum  clearance  progra m.  An d, yet , 
if the  (Government  is going to pick up  tw o- th ird s of  t he  tab , and the  
are a is p re tty  well fa r gone any way, the ma n who owns the prop er ty  
has no incentive to invest  more because  h e is going  t o get  his  pre sen t 
value ou t of the  prop er ty  when you condemn it. And  he does not 
proceed on his  own, and  he does n ot pa rti cu la rly  c are  w ha t h is ne igh ­
bors  do with  res pec t to  this.

Mr.  W eaver. I  would thi nk , sir,  unde r the pre sen t prog ram the re 
is always  th is  possibi lity . How ever, I would  also th ink th at  if  it  is 
adminis tered prop erl y and  imagina tively  th at  th ere are  ce rta in  are as 
which are  definite ly gone, and  thes e we wou ld con cen trat e on.

Sena tor  Allott. Th ere is no d oubt a bout t ha t.
Mr.  W eaver. An d the  tw o- thi rds is necessary . Now when we get  

into the  peri ph era l areas I th ink th is is a m at te r of jud gm ent. It  can 
have the  effect th at  you suggest , o r it  can be prev ented,  dep endin g on 
how we admi nis ter  i t.

PROJECT COMPLETIO NS

Se na tor  A llott. Since  we have had th is pro gra m,  how many pro j­
ects have been co mpleted  ?

In  othe r words, what I am going  to ask you nex t, ju st  so you can 
go in th at  di rec tion, is, W ha t is th e financial  expe rience of the  Federal  
Gov ernment wi th respect to wh at it has cost the Fe de ral  Government  
on the  program s as fa r as we hav e gone? I  am no t ta lk in g abo ut 
pro gra ms  th at  are  in the  process and  upo n which you can give  no 
figures.

Mr. Slayton. On the  completed pro jec ts, we h ad  44 com pleted as 
of  March 31, 1961. I do not have hSre, Sena tor , the  amoun t of Fed ­
eral  g rant s fo r those p ar tic ul ar  pro jec ts.

Sena tor  Magnuson. Will you fu rn ish th at fo r the record?
Mr. Slayton. Yes: I can. I  could  ge t it fo r you very q uick ly wi th 

a lit tle  rese arch. You want it ju st  on the  completed pro jec ts?
Sena tor  Allott. Yes. I do no t see how you could give  me any 

intell ige nt answer  as to the  pr oje cts  u nderw ay.  You w ould  ju st  have 
to  guess as to what the outcome wi ll be.

Mr.  Slayton. We have a pr et ty  accurat e est imate  of  wh at  it  is 
going to cost the Go vernment  on each  of  the  pro jec ts.

Mr. W eaver. We  have pr et ty  good knowdedge, and  we a re no t too 
fa r off. Bu t w e could no t give  you th e def init ive figure.

Sena tor  Allott. I would like to  see a figu re on pro jec ts completed 
so th at  we do know  the ne t cost to  the Government  on thes e projects .

Mr. Slayton. All right.
Senator Magnuson. That  are completed.
Mr. Slayton. I will furnish tha t for you.
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Senator  Allott. Am I right in assuming that  in order to finally 
arrive at these figures, the projects that  might have been completed, 
you would have to wait until these areas were developed completely 
before you would finally find out where the Government is going to 
come out in this?

Mr. Slayton. The precise figure; yes, sir.
Senator Allott. Because as I understand the operation—and a 

lot of our people do not understand this—when you have pu t in money 
for planning and helped them develop a p lan, and they have adopted 
the plan and you have approved it, and the land has been condemned, 
and if  necessary the buildings razed and the work done, and highways 
and roads, sewers, and everything put in there, when the whole plan, 
number of acres, is completed and sold off, then the share tha t the 
Government actually bears, u ltimately, is two-thirds of the net loss, 
or the net cost I should say.

Mr. Slayton. Yes, sir.
DIS POSITION  OF PROFITS

Senator Allott. If  i t should result in a profit, what? Do you get 
two-thirds of the profit?

Mr. Slayton. We get two-thirds of the profit.
Mr. Weaver. This is not, I  do not think, a real situation  today.
Senator Allott. But this is correct ?
Mr. Slayton. Yes, sir.
(The following information was subsequently submitted:)

Note.—The foregoing  testimony is not str ict ly correc t. Under exist ing pro­
visions of law and the  loan and gran t contrac t, excess earnings or proceeds 
from the dispos ition of land are  applied , pro rat a, to reduce  the Federal  grant. 
If  a project were closed out at  a profit, there would be no obligation on the 
pa rt of the Government to make any fu rth er  gran t in connection with  the 
projec t, and  the Government  would be ent itled to recoup the amount of any 
partial gran t paym ents previously  made. However, the  Federal  Government 
would not, str ict ly speaking, sha re in two th ird s of such a profit. The Govern­
ment’s rights  (respecting the project)  would be limited to rel ief from the  obli­
gation to make a grant, plus repay ment of all loans and advances  made in con­
nection w ith the project, including in ter est  thereon .

However, if the locality  car ries out  subsequent  projec ts, the  ult imate  effect of 
the sharing  formula is that  the Government’s contribution to all  of the projects  
is reduced in  an  amo unt equivalent to two-thirds of  the profit.

LOAN AND GRANT CONTRACTS

Senator Allott. But the ultimate cost cannot be figured-----
Mr. Slayton. Precisely. We can estimate fairly closely when we 

go into what we call loan and grant contracts, because at tha t time 
we have a very good estimate o f what the land is going to cost.

Senator Allott. On these figures tha t you are going to supply, 
since you feel you can do this, in addition to the cost to the  Govern­
ment will you also supply the estimated cost to the Government when 
the project is completed ?

Mr. Frantz. On those that are in a sufficiently advanced stage? 
Senator Magnuson. Yes. Those you can reasonably estimate and 

those that  are completed and for which you have the figures.
Mr. Slayton. Well, we have some where we are just in the proc­

ess of selling land, th at we have those on what we call loan and g rant 
contracts, a firm contract between the local agency and the Federal 

71036— 61------30
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Government as to the Federal Government’s obligation for this par­
ticular  project, There is usually a pretty accurate figure of what th at 
project is going to cost and we can give you an estimate on those if 
that is what you want.

(The information referred to follows:)
Through  March 31, 1961, the Fede ral Government had paid gra nts  amounting 

to $24.7 million with  respec t to 44 urban renewal projects which had been com­
pleted. For this purpose, the term “completed” means th at  all project land had 
been disposed of for new uses in accordance with  the  urban renew al plan, and 
that  the  final gra nt payment had been mad e; the  term does not imply that  all 
redevelopment  contemplated for the  land  has been completed for the public or 
priv ate purposes embraced in the urban renew al plan.

As of the same date, the  Federal Government had made advance or progress 
payments aga ins t project grants  amount ing to $368.3 million for 310 of the pro j­
ects then in execution. The tota l grants  est ima ted to be ultim ately paid with  
respect  to these projec ts, and other projects  in execution on which no progress 
payments have yet been made, amount to an additional $759.1 million.

The final v alue of the renewed are as cann ot be de termined unt il all redevelop­
ment activitie s are  completed, and probably then only by special studies. The 
limited experience to date , however, ap pea rs to indicate that  t here is a very sub­
stantial increase in the tota l value of and tax  revenues from areas th at  a re  con­
verted from slum or blighting use to new uses properly rela ted to the  orderly 
growth and development  of the  community.

VALUE OF COMPLETED PRO JECTS

Senator Magnuson. Now  these are the figures for which the Gov­
ernment holds two-thirds, which get the project ready. Let ’s put it 
that  way. Then the  enhancement, the percentage as to the whole value 
of the project after it  is redeveloped is something else again.

Mr. Slayton. Tha t is something else again.
Senator Magnuson. We might put in $1 million in a project, and 

by the time we are through with it the value of the whole project 
might be $50 million.

Mr. Weaver. I was going to say, on these that have been completed, 
we can give you the data which will indicate what we estimated would 
be the Federal cost, and what was actually the Federal cost, and what 
was actually the value of the completed project which I  think would 
give you a well-rounded figure.

Senator Allott. In other words, what I am think ing of in this 
program is the best way to know where you are going is to look where 
you have been.

RATIO OF PRIVATE TO PUB LIC  INV EST MENT

Mr. Slayton. As a rule of thumb we find th at the p rivate  invest­
ment in these projects is about $5 for  every $1 invested.

Senator Magnuson. It  is about that ra tio ?
Mr. Slayton. Yes, sir.
Senator Allott. Then the total cost to the Government should be 

zero, except for administrative purposes.
Mr. S layton. No, sir. These are the private  buildings—the bui ld­

ings th at are b uilt on this land, the development of those buildings— 
the investment in those buildings is about $5 private to every $1 
Government.

Senator Magnuson. In other words, for the private investment it 
would be approximate ly five times what we would experience to get 
the thin g ready to build-----

Mr. Slayton. Yes,  sir.
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L an gu ag e A m en dm en ts

Senator Magnuson. Now  let us continue with the teclmical lan­
guage amendments you have proposed in the “Salaries and expenses” 
text. The justification for these amendments has already been in­
serted in the record.

Mr. Weaver. These two language amendments deal with nonadmin- 
istrative expenses. They are rather teclmical and I  would like to ask 
the budget officer to explain them briefly.

Senator Magnuson. All rig ht, I  see tha t the first technical language 
amendment would insert  the word “and” at the appropria te place in 
the language text. This amendment assumes the enactment of the 
next recommended amendment to delete certain language from the 
nonadministrative expense proviso.

And in tha t amendment, the salaries and expenses appropriation  
text for the Office of the Administrator provides tha t necessary 
expenses of conducting site supervision and inspection and fiscal audit 
of certain types of projects assisted by loans or gran ts shall be con­
sidered as nonadministra tive expenses and prescribes a monetary ceil­
ing upon such expenses.

The language as proposed in the revised budget covers the follow­
ing activities—which you list.

EFFE CT OF HO US E LANGUAGE

Now, what did the House do to that?  I have it here. The bill 
as passed by the House would revise the definition of nonadministra­
tive expenses to expand the scope of activities to include urban, plan­
ning-assistance grants and public works plann ing advances.

What does your suggested language do there ?
Mr. Frantz. What we propose there, Mr. Chai rman, is to delete the 

new language which the House added which would cover these two 
programs. And I would like to say tha t there is no quarre l with 
the House recommendation in principle on this mat ter;  it is a prac­
tical m atter  entirely. As you know, it  has been traditional for many 
years that the kind of costs involved in the physical inspection and 
enforcement of the Government’s contract r ights in federally-assisted 
construction is usually a p art  of the cost of the project  itself. This 
is true in most of the programs. And in the three programs th at are 
now covered by this language we physically inspect at the site the 
operations of the local agency to assure tha t the provisions of the 
Federal-aid contract are being complied with.

The House has now added two new programs to this language:  
our urban planning assistance under section 701 and our advance 
planning program under section 702. The distinction .is tha t in 
these two new programs, as distinguished from the three existing 
programs that are covered by the language, there is no physical pro j­
ect, no physical site to inspect. The project is a thing on paper— 
it is a study, a plan.

So tha t the only activity tha t would actually be covered by this 
language would be the fiscal aud it which is a relatively minor thing in 
this operation. The physical inspection is the dog and the fiscal 
audit of the books is the tail.
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AD MI NISTRA TIVE  COST OF SYSTEM  TO CHARGE FEES

In  connection  wi th advance planning , there  is  no site to inspect and  
audit s are  only  mad e in every  exc ept ional cases. In  connection with  
701, the  urban planning  assistance prog ram , the re is gener ally an 
au di t made, but it  involves a rel ative ly mino r cost. An d it  is our  
fee ling  th at  the ad mi nis tra tiv e cost of  se tti ng  up  a syste m to cha rge  
fees of the local agencies fo r thes e rel ati ve ly minor costs and to  bill 
them fo r them and recoup them and accoun t fo r them sep ara tely 
simply would n ot be w arr an ted  by the  usefulness o f the  r esu lts.  That 
is the substan ce o f our  view.

Sena tor  Magnuson. H ow  much is involve d he re ?
Mr. F rantz . In  what  sense, Sena tor ?
Sena tor  Magnuson. Wel l, if  you  do no t wa nt to expand urban-  

pla nning -as sis tan ce- gra nts  work in th at  d ivision in pub lic  works  p lan­
nin g advances  to nonadm ini str ati ve  expenses, how muc h would it 
cost you to contin ue it  as admi nistr at ive expenses?

Mr. F rantz . I f  the  language  recommended by the  House  rem ains 
in the  bill , a mino r portio n of the ad minist ra tiv e expe nse of these  
pro gra ms  wou ld be moved into nona dm inist ra tiv e expense  and re­
claim ed by fees.

I t  would be a ve ry small  po rtio n.
Sena tor  M agnuson. Can you give  u s a n est ima te of how much ?
Mr. F rantz . I  could make  one more precisely  fo r the  reco rd. I 

would say off the top  of my head it wou ld pro bab ly be con side rabl y 
less th an  5 perc ent , maybe 1 perc ent.

Sena tor  Magnuson. Well, the  Hou se gave you a cei ling of  $3 mi l­
lion on no nadm ini str ati ve  expenses.

Mr. F rantz . T hat  is co rrect .
Sena tor  Magnuson. H ow  a t t hi s time w ould it affect  tha t ?
Mr. F rantz . I t  would have very l itt le  effect on i t.

HO US E RECOM MEN DATION

Senator  Allott. In  oth er words, wh at  you wa nt  to  do, as I ga the r, 
is t o t ake these  twTo ca tegories  an d throw  them into  n onadmi nis tra tiv e 
expense of the  pro jec t.

Mr. F rantz . That  is the  recommenda tion  of the  House. An d we 
are  sug ges ting th at th at  no t be done , fo r the  reason th at  the re is no 
phy sical proje ct to inspect. An d we fee l—for  exam ple,  in the  case 
of  a public  f ac ili ty  loan, where a w ate r o r sewer sys tem is b eing bui lt, 
ou r eng ineers  visit  the  site periodic ally and ascertain  th at  the con­
struc tio n is proceeding in  accordance  w ith  th e plans w e have a pprov ed,  
and th at  the  ra te  of progress just ifies the  advance pay ments  we are 
ma kin g, i f w’e are ex ten din g con stru ctio n financing.

Th ere  are  no such problem s invo lved  in these  othe r tw’o pro gra ms  
because  t hey are  not physica l pro jec ts, the y are  m erely the  makin g of 
plans.

EX PENSE OF PL AN NI NG  ASS IS TA NCE

Sena tor  Allott. You have 483 com munities wh ich are  being assisted 
in 1961 as of  Marc h 31. Now is t here any just ificatio n fo r thr ow ing  
the  ad minist ra tiv e expenses in conn ectio n with  thes e upon the  pub lic 
at  large when  the  ind ividual com munity  and the  people in th at  com­
mu nity to ge t the pr im ary benefit ? Th is  is wh at you are seek ing to
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Mr. Frantz. Well, I think, Senator, tha t is a different question. If  
the Congress wished to have the community share the administrative 
expense of this planning assistance program, it would take different 
legislation. The effect of the language in the House bill, in substance, 
would be that the community would bear half  of the expense of the 
closing audit made a t the time the project  is closed out which might 
lie, in a typical case, perhaps $500. So that you would be setting up a 
fairly elaborate piece of machinery in connection perhaps with a 
$50,000 grant to get back $250 from the community.

The language m the House bill would not have the effect of causing 
the local community to share any appreciable part of the adminis­
trative expense of the program.

Mr. Weaver. I think maybe I could clear it up a little bit—I hope I 
will clear it up—that the technique which is involved in these amend­
ments has been effective largely where we have had a physical inspec­
tion—engineers to see how much work has been done, if it has been 
proceeding according to plans, et cetera.

And where we get these planning blocks, where you get the public 
works advance, which are all planning advances, here you have noth­
ing to inspect. The only thing here is an audit proceeding. So i t is 
our feeling that the machinery required to carry this  out would not be 
worth the return  for it. It  might  cost you more to do it than the re­
turn, and it would lie a troublesome, burdensome thing. It  would not 
happen at all from the point of view of inspection.

Seattle Office

Senator Magnuson. While we are on the Administrator's  Office— 
this is an old matter with me, and it is a constant argument we have up 
in our area in respect to the designation of the Seattle area as a re­
gional office, and I suppose Williams has more information—is he 
here?

Mr. F rantz. No, he is not here today.
Air. Weaver. Mr. Fran tz will be able to handle it.

COM PLA INTS CONCERNIN G DELAYS

Senator Magnuson. But I get constant complaints from people 
involved in the Housing program about delays and confusion and 
redtape and the fact tha t you have technically moved, some time 
ago in 1953, the regional office from the Seattle area, that  is for the 
whole area, to San Francisco.

Mr. Frantz. Yes, sir.
Senator Magnuson. Now as time went on and our area grew and 

participated actively more and more in these programs, you have 
moved some of this back. But the San Francisco office still has 
a general supervision of the Seattle office, making up the budget 
and personnel ceilings, which they never see, and it accounts for the 
fact that the Seattle office has less than 20 employees engaged in 
CFA work, and a comparable figure in San Francisco is 50.
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DECISIONS MADE IN  SAN FRANCISCO

Yet  the ana lys is shows th at  we here,  in th is  pa rt icul ar  divi sion, h ave 
50 percent of the  to tal  CF A workload. The urb an renewal  peop le 
technical ly rep ort to the Seatt le dir ec tor , but  the y are  sti ll und er 
the  au thor ity  of the  San Fra ncisc o office and all decisions are  made  
in San  Francisco . And we find th at  it  causes a lot of confusion 
and  slows th ing s up in  urban  renewal.

I f  anyone wants  to get an ans wer to an ythi ng  it is abo ut 10 to 1 
they will have t o wa it un til  Sa n Fra ncisc o processes  it.

I  am wo ndering if  you would now take  anoth er  look at th at , 
because it is the  con stant sto ry of  people in Wash ing ton  fo rget tin g 
abou t dist ances about the  Wes t. T hav e peop le constan tly  meetin g 
me aro und here  and say ing  “You are  fro m Seatt le,  you mu st know  
Joe  Sm ith  from San Fra nci sco .” We ll, th at is only  900 miles away . 
They assume it  is a kin d of  a sub urb . I t  causes a lot of confusion.

Now, Mr. We ave r, you did  take  a look at  this, you ha d yo ur  office 
take a look at  th is Alaskan situa tio n. Now, that  has  helped  a grea t 
deal. Because there  are  tremendo us dis tances  and long legs of  delays 
and  it seems to  me, Wash ing ton , Ore gon , Mo ntana,  no rth ern  Tdalio. 
and Alaska, and the  amount of work th at  is going on the re,  it oug ht 
to ju st ify making  th is  a regional office in name , r at he r t han ju st tr an s­
fe rr ing some o f these th ings.

The tra ve l tim e alone  I  th ink between Se att le and San  Fra ncisc o 
and  Alask a and San Fra ncisco  wou ld well make up  wh at you might 
have t o pu t in the re.  I t was a reg ion al office, I  th ink , to b egin  w ith.

Mr. F rantz . Th is is c orrect. I t  was a t one time , yes, sir .
Mr. W eaver. I  might say th at  as you know, on Ju ly  1,” we are  

pu tti ng  the St ate of  A laska unde r the  Se at tle  office as fa r as CF A is 
concerned. An d, if  fac t, appa rent ly  at  th e prese nt time , from what I 
can get,  the  co mm unities  f aci liti es program , the o per ations in connec­
tion  wi th th at office, which are  coming, ou t of  t he  Se att le are a office, 
stay in ju st  about the same rel ati on sh ip to the  centr al office as does 
the  reg ional office So we a re moving slowly with delibera te speed in 
the  direct ion  which  you suggest. We  h ave  no t made that  final deci­
sion, and  wTe wil l ana lyze i t from  th e po int o f view th at  you prese nt to 
see wh eth er or  not it  makes sense fro m a b ud ge t point of  view, sir.

Senator  Magnuson. I  do not  w an t to belabor it in th is hearing , bu t 
all the peop le ou t there they  tell  me, and there is no  com pla int  abo ut 
the  rel ati on  of  the office, the  Se at tle  people with the  San  Francis co  
people , the  comp laint comes from th e peop le who are  outsid e par ­
tic ipat ing in these pro gra ms . In  o ther  words , they get along fine, bu t 
they tel l me t hat  to mak e it a complete regional office you would need 
som ething like maybe a ha lf  dozen people to tak e care of the  ad mi n­
ist rat ive . p hys ica l, a nd  housekeeping chores.

Mr. W eaver. I  could  not answer th at , sir . bu t we will look at it 
and  check i t very  car efu lly .

Sena tor  Magnuson. I  will make a copy of  these figures and  send 
them  down to you and  see w ha t can be done. Because the populat ion  
gro wth since 1953 has  been almost 30-p ercent incre ase, and there are 
tremen dous dis tances  invo lved. But  I  mu st say  th at  the agen cy has 
done very well in kin d of mov ing some th ings  back  where there are 
obviously some thing s th at -----

Mr. W eaver. I  th in k there has ben a steady move in th at  dire ctio n 
very recen tly.
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STA FFIN G SIT UA TIO N IN  SEATTLE OFF ICE

Senator  Magnuson. And I suppose there is a little  p ride in saying 
we are a regional office. I think the morale of the people working 
there has a lot to do with that.

Mr. F rantz . May I  say, Mr. Chairman, we have been aler t to this 
community facilities situation in Seattle—tha t they are somew’hat 
understaffed. There is just no question about it. We are running 
on a very tigh t budget this year, and we have not been able to do 
anyth ing about i t. I am hopeful  tha t afte r the 1st of July, or afte r 
the enactment of the pending bill, tha t we can relieve the situation.

Senator Magnuson. Because I think if  you even take the population 
figures of the two regions you will find the growth since 1953 has 
probably been almost 40 to 45 percent overall, the whole business. 
And they are taking more interest  in community facilities, a thing 
they did not, for some reason, before pay much at tention to.

In these small communities, and with Alaksa coming in, of course, 
they have some real problems up there.

I will appreciate it i f you would take a look at it.
Mr. Weaver. We will, sir.

P ubl ic  W or ks  P la n n in g  F un d

Senator  Magnuson. Let us go on to your next proposed amendment 
concerning the appropriation  for  the public works planning fund. 
Your complete justification s tatement will be placed in the record at 
this point.

(The material referred  to follows:)
P ubl ic  W or ks  P la n n in g  F un d

Estimate , $8 mi llio n; proposed by committee, $6 mil lion; in act,  $6 million 

(House hear ings,  pt. 2, pp. 946-951)

Page 28, line  6, stri ke out “$6,000,000” and insert  in lieu thereof “$8,000,000”, 
the  estim ate, and an increase of $2 million above the  amount allowed by the 
House committee.

HO US E REPORT

(Pe rtin ent excerpts , II.  Kept. 449, p. 13)

Public works planning 1und.—The committee has  approved $6 million of the 
$8 million requested for  payment to thi s revolving  fund, bringing tota l capi tal 
in th e funds to $42 million. This  is  the  same amount of app ropriat ion as  in 1961. 
A $48 mill ion revolving fund is authorized for  making inte res t-free advances to 
Sta te and local public agencies for the planning  of local public works. The ad­
vances ar e repaid  when the project is placed under consttruc tion.

JU ST IFIC AT IO N

The program of advances for  public works planning is authorized by section 
702 of the  Housing  Act of 1954, as amended . It s purpose  is to encourage mu­
nicipalit ies and  local public bodies to prepar e and mainta in a cur ren t and ade­
qua te reserve of planned  public works which could read ily be placed under 
const ruction, and to promote efficiency and economy in planning and building 
local public works.
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Sta tus  of program revolv ing fund
The program is financed by a revolving fund estab lished by the basic sta tute, 

to which a maximum of $48 million in appropriat ions is authorized.  Through 
fiscal year 1961. $36 million had been so approp ria ted; the revised budget for 
fiscal year 1962 requested an addi tional $8 million appropriation , bringing  the 
tota l revolving fund to  $44 million.

The following table shows the  effect of the  curre nt yea r’s activ ity and the 
revised budget program upon the fun d:

[In th ou sa nd s]

F is ca l yea r 1961
1962 est im at e

11 m on th s E sti m ate

Bal an ce  b ro ugh t fo rw ar d .................................. . ................................ $2, 788
6,0 00 
3,0 19

$2,788
6,000
3,712

$1,000
8,00 0
5,500

A ppro pri a ti on .................... .................................... ............ .....................
R ep aym en ts ........ - ........... ........... ................. . . ......................................

T o ta l fu nds ava il ab le .................... ................. ........... ........... . 11,807 
10,972

12.500
11.500

14,500
14,000N et appro vals .............................. ..............................................................

B al an ce  c arr ie d  f o rw ar d .............................................................. 835 1,000 . 00

As the table  shows, the activity  in program net  approvals during the firs t 11 
months of the current fiscal ye ar has reduced the avai lable balance  of the appro­
pria ted revolving fund  to approx imate ly $800,000. Net approval  activity  during 
the current month of .Tune 1961 depends upon the  real izat ion of repayments of 
prio r adv anc es; even so, it  appears that  the balance of avai lable  funds  car ried  
forward into fiscal yea r 1962 will be substantially  less tha n the $1 million 
assumed in the budget e stimate.
Current level o f program ac tivi ty

Applications for public works planning advances are  cur ren tly  being received 
in Agency regiona l offices at  a rate of approximately  70 per month. The level 
of net approvals is runn ing somewhat in excess of the  $14 million level antic i­
pate d in the budget e stimate. Both of these c ircum stanc es a re  a resu lt of lib eral ­
ization of Agency policies init iate d in Fe br ua ry : Advances for complete plan­
ning jobs are  now perm itted  ra the r tha n the  form er emphasis on pa rti al or 
prelimina ry planning . In  addition , regional  offices are  no longer required to dis ­
courage applications from the  larger cities  or for  major projects .

The following table  summarizes application and  approval  trends during the 
las t several mo nth s:

[D ol la rs  in th ousa nds]

A pplicat io ns
re ce iv ed

N e t ap pro val s

N um ber A m oun t

J a n u a ry .......... .................................... .................................................. 39 29 $821
F e b r u a r y . .. _________ __________________________ _________ _ 52 24 1,95 9
M arch .__ ___ ____ _____ ___________________________________ 80 31 ' 584
A p ri l............. .......................................... .............................................. ....... 77 28 2,100M a y . . . .  . ........................................................................................ .. 81 55 2,222

5-Tion th a v e ra g e .. .............. ......... ................................................ 66 33 1,537

As of early June , the  backlog of applications awaiting approval was approxi* 
mately $8 million.
Effect of House action

The House bill would appropriate $6 million to the revolving fund—a reduc ­
tion of $2 million from the revised budget estimate.

The House reduct ion, if permitted  to stand , will reduce  the funds available 
for approva l of advances in fiscal year 1962 to approxim ately  $12 million (con­
sidering the probable balance of funds which can be car ried  forward into tha t 
year) , and amount slightly less than  that  availab le f or the current fiscal year.
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The cur ren t level of net approval activity, reflecting the revised program poli­

cies init iate d early  this calendar year, has recently reached an average rate of 
$1.5 million per month—an annual rate, if continued, in excess of the revised 
budget estimate and fully  hal f again  as high as that  which could be perm itted  
under the House-approved version of the bill. In order to conduct program 
operations under the House figure, steps would have to be taken to retu rn to 
some of the res tric tive  program policies hither to in effect, resu lting  in a delay 
in the  planning and cons truct ion of needed Sta te and  local public w'orks, a de­
pletion of the reserve of planned public works, and  a res ult an t negative effect 
upon the  construct ion industry and the overall  na tion al economy.
Recommendation

The Agency recommends that  the Senate amend the pending bill to  resto re the 
amount of approp riat ion requested  in the revised budget es timate—$8 million. 

P ublic  Works Planning  F und

Mr. W eaver. The Pr es iden t’s recent budget ame ndm ents fo r the  
Ho using  a nd  Hom e Finance Agency proposed an ap prop ria tio n o f $8 
mi llio n to the  revolv ing  fu nd  from  which is f inanced the  p rog ram  of 
advances fo r publ ic works pla nning . We are  alm ost  ou t o f money fo r 
th is  ac tiv ity  and new appli cat ion s fo r pl an ning  advance s are  being 
received at  an increasing rate. As of early  Ju ne , the backlog  o f ap ­
plicat ion s aw ait ing  ap prov al  was appro xim ate ly $8 million.

The House enacted  an ap prop ria tio n of $6 mi llio n and  we would 
recom mend  res tor ation  to  the  fu ll amount of the  revi sed budget re­
que st of  $8 mil lion . Th is approp ria tio n,  toge ther  with est imated 
rep ayme nt of  advances made in pr io r year s, wou ld pe rm it the A gency 
to meet  the  prop osed prog ram level fo r 1962 of $14 mi llio n in net  
app rov als .

Se na tor  Magnuson. For the  purpose  o f t he  r ecord, on pag e 28, line 
6 of  the bill., you wou ld s tri ke  ou t “$6 m illi on” a nd  in sert in l ieu there­
of  “$8 mil lion ,” an increase  of $2 mil lion  ove r the House allow ance  
in the publ ic works  pl an ning  fun d.

Let ’s discuss that  a minute.
Mr.  W eaver. Le t me say a word  abo ut th at , Senator . I sta rte d in 

Government  in 1933 in the Public Work s Ad minist rat ion, and I had 
the expe rienc e at  th at  tim e of  seeing wh at happens when you hav e a 
prog ram  of pub lic works wi tho ut adequa te plannin g. Th is was the 
fir st time we had done  it  on a nat ion al scale  in th is  cou ntry. An d 
eve r since the n I  hav e ha d a very  str on g fee ling of  the  impor tance 
of  t his .

I  do not th ink t her e is an y bette r investm ent you can make of money 
th an  to give  t he money, adequa tely , to commun ities , pa rti cu larly  the  
sma ll comm unities, to have them an tic ipa te what th ei r needs a re g oin g 
to be. An d th is is rea lly  in terms of not  only wh at  pro jec ts the y are  
go ing  to have, bu t looking at  the  proje cts  t o see wheth er or  no t the y 
are going to  meet the  needs fo r the nex t 5,1 0 or  15 o r m aybe  50 ye ars,  
depending  on what th e projec t is.

Th is requires advance pla nning . Bu t I  will  let  M r. Wo olner speak 
to the detai ls because he is the  ad min ist ra to r of th at  pro gram.

TOTAL CAPIT AL IN  FUN D

Sena tor  Magnuson. We ll, the  $6 mil lion  will br ing the to tal  capi­
ta l in the  fund  to  $42 mill ion . Is  tha t c orrect?

Mr.  W eaver. Yes, sir.
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Senator  Magnuson. Tha t is the same  as you ha d in 1961.
Mr. F rantz . Th e $6 million is the  same am ount as was ap prop ria ted 

in 1961, yes.
REVOLVING FU ND

Senator  Magnuson. An d $48 m illion rev olv ing  fun d is a uth ori zed  ? 
Mr. F rantz . That  is corre ct, yes, s ir.
Senator  Magnuson. An d you wa nt to br ing it  up  a lit tle  closer to 

the  au tho rization?
Mr. F rantz . T hat  is correct, s ir.
Senator  Magnuson. An d because there is increased ac tiv ity  in th is 

field also.
Mr. Weaver. Righ t. An d there  is a dem and  the re.
Senator  Magnuson. An d this  is all  re pa id  ?

REPAYA BLE FU NDS

Mr. W oolner. Yes, th is  is all rep aya ble . We had on hand  as of 
May  31, S ena tor , some $8 m illion in requ ested pro jec ts, and the  n um ­
ber  of requ ests  has increased mate ria lly  since  Ja nu ar y of  1961.

So if  we are  held to a pro gra m level of some $12,500,000, we will  
simply have to go back an d st ar t ra tio ni ng  in ter ms of the  proje cts  
th at  are a pprove d.

Senator  Magnuson. Y ou have  a backlog of  ap pli cants wa iting  ap ­
pro val  th at  ad ds up to approx im ate ly $8 mil lion  ?

Mr. W oolner. That  is correct, s ir. Ov er $$.8 million.
Mr. F rantz . Th ere  would be some fa llo ut,  of  course, fro m that .
Mr. W eaver. An d there  would be oth ers  com ing  in.
Mr. W oolner. I t  is an extreme ly active prog ram and  a ctu ally righ t 

now we a re able to appro ve  an appli cat ion  only on the  basis of repa y­
ments t ha t come in.

APPLICAT IONS  BY SIZ E OF CO MMUN ITY

Senator  Allott. Mr. Woolne r, the re were some figures given here. 
I  have  also been intere sted in th is program . Do you  hav e any  pe r­
centages  as to the numb er of  app licati ons by  size of the  communit ies?

Mr. W oolner. I  can give these to you  righ t now. On the basi s of 
our expe rienc e fo r the firs t 10 months of th is year,  Senator,  in the  
populat ion  group  of 1 to 10,000—and  th is is fo r th e local community — 
the re were 201 advance s, or  a pprox im ate ly 60 pe rce nt out  o f t he  tota l 
of  352. In  the group of  10,000 to 50,000 popu lat ion , the re were 88. 
In  th e group  of  50,000------

Se na tor  Allott. That  wou ld be w ha t pe rcentage?
Mr. W oolner. That  would be a lit tle be tte r th an  20 percen t. In  

50,000 to  100,000 th ere  were  17, abo ut 5 perc ent . Over 100,000, some 
46, which would  be ab out 12 or 13 percent .

Sena tor  A llott. So th e bulk  of  yo ur  60 p erc en t is below 10,000. If  
you  add  20 p erc ent on to th at  f or  the  50,000, you  would  have 80 p er­
cen t below 50,000 ?

Mr. W oolner. Yes. An d thi s popu lat ion  group would include 
coun ties as well as local  ci ties  and  towns .

Mr. Allott. All  r ight . Th an k you very much.
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Senator Magnuson. Well, I think the point here is, it seems to me, 
tha t you are slowed up now to the extent tha t you can only go ahead 
and approve of any action in th is field i f and when someone else over 
here has paid back ?

Mr. Woolner. Tha t is correct.
Senator  Magnuson. And if they are a little  late in gettin g this 

done, you might slow up even a more worthy project up here.
Mr. Woolner. Bight.
Senator Allott. Is this $2 million within the revised budget?
Mr. Woolner. Yes. This is all within the revised budget, Senator.

U rban S tudie s and  H ou sin g  R ese arc h

Senator Magnuson. The next program for which you have re­
quested an amendment is urban studies and housing research. We 
will insert in the record your justif ication for the amendment, includ­
ing descriptions of the proposed study and research projects.

(The materia l refer red to follows:)
U rban S tu die s and  H ou sin g  R esearc h 

Estim ate, $900,000 ; proposed by committee, $450,000 ; in act, $450,00 0 

(House hearin gs, pt. 2, pp. 909 -97 3)

Page  28, line 16, str ike  out “$450,000” and ins ert  in lieu thereof “$900,000” , 
the estimate, and an incre ase of $450,000 above the amount allowed by the House  
committee.

ho us e report

(Pe rtinm ent excerpts, H. Rept, No. 449, p. 13 )

Urban stud ies and housing resea rch.—The committee has approved $450,000 
of the $900,00 0 requ est for a progra m of housing stud ies as auth oriz ed by the  
Housing Acts of 1948 and 1950. The Ad minis trat or is urged to proceed with 
caution and to select the  projects to be u nde rtaken  carefully.

JU S T IF IC A T IO N

The amended  budget submit ted by the  Pre sident  on May 9, 1961, and con­
tained in House Docum ent No. 157 contained a recommendation for  the app ro­
priatio n of $900,000 to iM*rmit the Admin istrator to inaugu rate a program of 
urb an stud ies and housing research. This  recomme ndation was in furth era nce 
of the sta tem ent  of the Pres iden t in his housing  message to the  Congress th at  
the  Fede ral Government must play a key role, through leade rship  and  financial 
assis tance , in encouraging the  study  of problems related to the development and 
renew al o f our  ci ties and the ir environs .

The Pre sident  continued :
“The Housing Act of 1948, as amended, and the  Housing Act of 1950 l>oth pro ­

vide broad aut hority  for  Federal suppo rt of the  market analyses  and  sta tis tic s 
needed by privat e indu stry , and for rese arch  into housing and urb an problems. 
I shall  ask the  Congress to app ropriate sufficient fund s to carry  out  these pro­
gram s.”

The financial stak e of the Federal Government in housin g and community  
development programs is very gre at and each year the Congress, the admi nis tra ­
tion and the Agency must make many decisions  which direc tly affect the sound­
ness of this public investment. The Congress and  the  execu tive branch , however, 
must often make these  far-re aching decisions without adeq uate  knowledge of 
the fac ts on which judgment s should be made.

Our cities, towns, and suburb s represe nt a tremendou s inves tmen t in public 
and private faci litie s of which housing alone amounts to more tha n $500 bil­
lion. The Fed eral  role in preserving and augmentin g these  urba n investme nts 
is sub stan tial . The programs administered  by IIIIFA involve larg e commit­
ments of the Natio n’s resources  and mus t be guided by care ful analysis , ade-
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quate information, and  sound research. For  example, outs tand ing mortgages 
curr entl y insured by FHA amount to $33 billion. IIIIF A should be provided 
with  adeq uate  funds  to obtain the fae ts and stud ies necessary to develop sound 
housing and urba n i>olicies and programs.

A brief  summary of each of the projects proposed to be underta ken during 
the fiscal year  1962 and  the estim ated cost is included below. Taken  together, 
these projects repr esen t a modest beginning in selected are as specifically re­
late d to stre ngth enin g operations and decision-m aking in the exist ing progra ms 
of the Agency.

Description of specific projects
1. Family displacement by public improvem ent progra ms.— This  proj ect will 

develop improved techniques which citie s and Fed eral  agencies  can use in esti ­
matin g the volume of family displa cement by public improvem ent progra ms 
and other  Government actions. These improved  techniqu es are  needed to 
guide localit ies in complying with legis lative r equi rements  fo r Fed eral  assis tance 
for urban  ren ewal and other  public pro grams.

Estimat ed cost of consulting services, $10,000.
2. Special census da ta on housing condit ions of the elderly.— This  proje ct 

will provide cross-tabu lations of 1960 census da ta on housing and popu latio n to 
provide detai led inform ation  about living arra ngem ents , housing condition s, and 
ren ts of families and individuals in the older age brackets. IIHFA  needs this 
inform ation  to adm inis ter its elderly  housing programs  and to develop new pro­
grams where necessary. Tabu lations would be done on a reimbursable basis  by 
the Bureau of the Census.

Estimated cost of contract, $125,000.
3. Period ic sta tis tic s on sales prices and sales  volume of new homes.— This 

proje ct will provide  monthly sta tis tics on new home sales prices, and on the 
volume of sales  and the unsold inventory  of new homes. Up-to-date periodic 
inform ation of th is kind is badly needed as a b asis for  policy decisions by F eder al 
agencies, as well as by bui lders, ma teri als  producers, and mortgage lenders.  The 
data would be collected by the  Bure au of the  Census as a supplement and 
followup on its month ly series on housing  sta rts .

Esti mat ed cost of cont ract for the year, $200,000.
4. Study of credit fac tors  in mortgage forec losure s.— This  is a study to det er­

mine how mortgage term s and changes in family incomes and expendi ture  pa t­
tern s have contribut ed to mortgage default s and foreclosures. The results  of 
this field study will be helpful to Governm ent agencies and priv ate  mortgage 
lenders in improving the ir cred it und erw ritin g techniques.

Estimat ed cost of cont ract for field survey, $50,(XX).
5. Study of the crea tion  of an effective housing rehabil itation indu stry .— This 

is a  study to determ ine how we can l>est encourage the development of a reha bili­
tation industr y which will have organizations  capable of providin g a complete 
one-stop reh abi lita tion  service and ope rate  on an efficient scale. The  stud y is 
urgently needed to step  up progress on housing  reha bili tation programs.

Estimated cost of consulting services, $25,000.
6. New Sta ndard s of housing and neighborhood quality.— This is a study to 

devise new methods for  a more effective meas urement of the changes upon 
housing and also upon neighborhoods brou ght abou t by physical  dete riora tion  
or deficiencies of struct ure s and by the  numero us envir onmental fact ors  at  
work. Adequate measures  of quan titie s of bad housing and slum neighborhoods 
are basic requ irem ents  for developing sound housing and  renewal programs.

Esti mat ed cost for consult ing services and contract s for field work, 
$90,000.

7. Ada ptati on of mig rants to city life.— This is a sociological stud y to deter­
mine what methods can be used successfully by local groups in acceleratin g 
the  process of ada pta tion of rura l mig rants into the urba n way of life. Mi­
gra tion  has been closely associa ted with  substan dar d housing, overcrowding, 
and neighborhood  decay, but this  situ atio n can be improved if leadership can be 
stim ulat ed among the  migra nts themselves , with help from local civic and 
public officials, to ad ap t to accepted urb an housekeeping  stan dard s.

Est ima ted  cost of contr acts for  field surve ys and consu lting services, 
$75,000.

8. Techniques for  local evaluation  of non resi den tial  space.— This proj ect will 
develop a tested technique for cities to use in determin ing the qua ntity, quali ty, 
and price of exis ting  priv ate nonr esidentia l building space in rela tion  to fut ure
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ma rke t demands.  Renew al officials need thi s information  to assess the space 
needs of exist ing ind ust ries  and  anti cipa ted new industr ies in plann ing thei r 
urb an renewal  operations.

Estim ated cost of cont rac t and  con sulting services, .$100,000.
9. Inter mun ioipal appro aches  to planning, developmen t, and renewa l.— This  is 

a study of the feas ibili ty and  effectiveness of vario us methods of crea ting  ar ea ­
wide organ izatio ns whereby the  numerous politic al jur isdicti ons  within an urba n 
are a can form ulat e joi nt plan s acceptable  to them for the  coordinated develoi>- 
ment of the area. The resu lts of this study will be helpfu l to localitie s in advis­
ing them of the best method s and experience avai lable  fo r developing cooi»erative 
working arra nge ments  w ith oth er political juri sdic tion s in thei r urban  area s.

Esti mat ed cost of co nsultin g services, $15 ,000 .
10. Study of optimum size of water and seicer  faci litie s for  various size 

area s.— This  study will provide  an organized body of informati on on the econo­
mies of scale in engineering  design, capi tal outlays, oper ating  expenses and 
financing th at  can l>e achieved  by areaw ide sewer  and wat er systems to serve 
successively larg er popu lation s. The resu lts of the study will help the Commu­
nity  Fac iliti es Adm inist ratio n in making  public facility  loans and c ommunitie s in 
plann ing and cons truct ing efficient wa ter and sewer systems.

Esti mate d cost of consul ting services and reimbursa ble expenses, $20, 000.
11. Open space and land  re serv atio n requ irem ents. — Thi s is a proje ct to develop 

techniq ues and sta nda rds  which can be used by lo cal governme nts in deter minin g 
the  a mount s and cha rac teri stic s of permane nt oi>en sp ace and public land res erv a­
tions for the development needed over the coming decade. The resu lts of this 
stud y also will be helpful  to t he Agency fo r its urba n plann ing a ssis tanc e pr ogram  
(sec. 701 ) and in esta blish ing guides for open space programs  for which the 
Agency has proposed legislat ion.

Esti mate d cost of cont racts , $125,000.
Acting upon the  recomm endation  of the House committee, the House enacted  

an appr opria tion of $ 450 ,00 0—only h alf of t he amou nt re queste d for the init iati on 
of the urba n stud ies and housing resea rch program. If  this  reduct ion is per ­
mitte d to stand , the Agency would be ab le to conduct only approximate ly ha lf of 
the  study and rese arch  proposals suggested above. The  data and inform ation 
sought  would not be avai lable  for guidance in the  adm inis trat ion  and mana ge­
ment of Agency policies  an d programs.

In order to perm it this very necessary and desir able  progra m of urba n studie s 
and housing resea rch to be unde rtake n, it is respe ctful ly recommended tha t the 
Senate  resto re the budget estimate of $90 0,0 00 as reque sted for the fiscal year  
1962 .

Urban Studies and Housing Research

Mr. W eaver. The amended budget  submitted by the President on 
May 9, 1961, requested an appropriation of $900,000 to permit  the 
Administrato r to inaugurate a program of urban studies and housing 
research under the authorities of the Housing Acts of 1948 and 1956. 
The pending bill provides for an appropriation of $450,000 for this 
purpose, or only half the amount requested.

I strongly urge the adoption of our amendment which would restore 
the appropriation to the full estimate of $900,000. I have no doubt 
tha t a much large r sum could be constructively used, but the budget 
request proposes a modest beginning in selected areas tha t are specifi­
cally related to strengthening operations and decisionmaking in our 
existing programs.

The financial stake of the Federal Government in housing and com­
munity development programs is very great. Each year the Congress, 
the adminis tration, and the Agency must make many decisions which 
directly affect the soundness of this public investment—often without 
adequate knowledge of the facts upon which judgments should be 
based.

Senator Magnuson. All right.
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For  t he reco rd, on page 28, line 1G of the  bi ll, str ike  out “$450,000’’ 
and insert  in lieu th ere of  “$900,000.”

Off the  record .
(Discuss ion off the reco rd.)

HOUSE REDUCTION

Air. W eaver . As  you  know, we asked fo r $900,000 here and  the  
House bil l cu t t hi s in half. W ha t we hav e done  h ere is to lim it these 
stud ies  and  dir ec t these studies in to those fields which are  dir ec tly  
associated w ith  the  ope rations ------

Sena tor  Magnuson. Before you go on, le t’s t ur n to page C-2, and 
you have  a des cription  of specific pro jec ts. Take  them one by one so 
we will have  a record here.

Mr. W eaver . I  wou ld like  to  s ay, in gen era l, abo ut them—each one 
of these studies is ori ented  tow ard ou r opera tion s, or  our eva lua tion 
of ou r pro gra ms . They are  stu die s which will , I th ink , assi st us in 
de terminin g how to meet  some of  the problems th at  we do not ye t 
know all the answers to—which  are most of  the prob lems—and also 
stud ies which will  pe rm it us be tte r to evalu ate  wh at is be ing  done  
in the va rious areas, im po rta nt  are as of  ou r ac tiv ity .

DISP LAC EMENT  BY PUB LIC IMPR OVEMEN T PROGRAMS

Now, the  firs t is a stu dy  of public imp rovement  program s and  th is 
pro jec t is t o imp rove techniques which agencies can use in es tim ati ng  
the volume of fam ily  disp lacemen t.

An d this , of course,  not on ly inclu des our own p rog ram s, bu t includes 
oth er pro gra ms  of the  G overnment because our act ivi ties are pa rt  and 
parc el o f th is t ota l d isplacement.

Very often we hav e loca litie s whi ch are  att em pt ing to make these 
estim ates . They do not know the  technique  of  how to do it and  we 
ge t figures which rea lly  a re unb elievably bad, and  yet  we hav e to pro­
gram  ou r ac tivitie s on these very d efectiv e figures.

CONSULTING SERVICES

Sena tor  Magnuson. Now you use the  word “consu ltin g services.”
Mr. W eaver. Yes, sir.
Sena tor  Magnuson. Do you fa rm  th is out  ?
Mr. W eaver . In  th is  par tic ul ar  instanc e we wo uld have  a com bina­

tion  of  our  own sta ff working on th is  an d t hen br ing ing in consu ltants  
to work wi th our staf f and  work wi th the  local peop le in dev eloping 
thes e projects .

Se na tor  Magnuson. In  oth er words, wh at  th is small amo unt  will 
be—first of  all,  the  local gov ernments  sub mit  th ei r ideas on th is and 
then your  sta ff reviews them, and  th en you br ing in even a t hi rd  pa rty  
who so rt of rev iews all o f them , or  gives  you ideas  on them ?

Air. W eaver. No ; it is more. W ha t we would try  to do would be 
to deve lop technique s and  methods which the  local com munities and  
governments could use in th at  first  proce ss, so when  it comes to us it  
will  be som eth ing  worthw hile .

Se na tor  A llott. Y ou mean so th a t you  hav e def inite cr iter ia  th at  
you can the n ap ply to whate ver  the y have sub mi tted to  det erm ine  
wh eth er you  thi nk  it  is accurate  ?
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Mr. Weaver. And .also so tha t we have definite suggestions tha t 
they will use before they submit it, so it  will be more accurate. This 
is real ly gettin g back to the basic study and improving the quality 
of it.

Housing Conditions  of th e Elderly

Senator Magnuson. No. 2, special census data  on housing condi­
tions of the elderly.

Mr. Weaver. There is, within tha t accumulation of data of the 
census, a wealth of information on this subject which, because of the 
limitations of the census appropriation, was not tabula ted and not 
brough t up to a usable condition. Here we feel tha t by spending 
what we ask for—$125,000—we would get about $1 million worth of 
data if  we went out and tried to get these data direct.

Now, as you know, this is a very important  pa rt of the total housing 
program, and it is one tha t needs accurate information. We have 
this gold mine of information and we want to exploit it to the 
maximum degree.

Senator A llott. It won’t do any good to exploit it 3 or 4 or 5 years 
from now.

Mr. Weaver. No, sir. Unless we can get it righ t away it won’t 
be much good to us.

Senator Magnuson. Does this duplicate any work tha t we are 
doing under the housing-for-tlie-elderly fund?

Mr. Weaver. No, sir.
Senator Magnuson. It  is separate and apart.
Mr. Weaver. This is information which will give us some objective 

data on which we could evaluate what we were doing, and plan what 
we were doing.

Senator Allott. Isn’t this really, though, a proper  part of the 
housing for the elderly ?

Mr. Weaver. Well, we feel tha t this is a part of the overall pro­
gram and the program planning which involves all of the programs. 
In other words, we do not plan for each program within the  operation 
of tha t program. We attempt in the central office, which is my cen­
tra l office, where these functions are concentrated, to do this par ticular 
job. They do the execution, the carry ing out of the job. I think it 
is important to have two people, one set of persons who are separate 
from the operators looking at the program, setting the sights, and 
then having the operators feeding in new ideas to them by carrying 
it out, but not evaluating themselves.

Senator Magnuson. And in the so-called elderly housing field, the 
the new bill will give you more responsibility, too?

Mr. Weaver. Yes, sir. It  will give us more money and more 
responsibility.

Senator Magnuson. All right.
Sales P rices and Sales Volume of New  H omes

Now the next one is periodic statistics  on sales prices and sales 
volume of new homes—$200,000.

Mr. Weaver. Here again the source of the data  is sim ilar to tha t 
in item II . The purpose of this obviously is different. We are, of 
course, vitally concerned with maintaining and encouraging a healthy  
homebuilding industry,  and one of the things tha t we nave to know,
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both for tha t purpose and for the purpose of our own planning and 
our own programing, is what is happening in the homebuilding in­
dustry.

And this, of  course, the precise—the price movements and the sales 
and the volumes are very basic data in that area.

AVAILABILITY OF INFORM ATION

Senator Magnuson. Well now, the House always tells us that  all 
this stuff is available anyway; all these figures are available ; tha t the 
builders, the  mortgage bankers, and everyone else involved has these 
figures: tha t you can reach out and grab them. Is tha t correct?

Mr. Weaver. In our experience that has not been correct. There are 
data, but under this new proposal these would be data which would 
be developed periodically on a. very definite schedule. They will be 
comparable from one period to another. It  would give you an index 
which would let you know what is happening today, as to what the 
situation was 2 weeks ago, or 2 or 3 months ago. You could project 
trends and do some effective planning. What we have now is a series 
of sources of data which are not comparable, which are not continu­
ous, and which, when you get to basic matter of projection or of eval­
uating, you have serious gaps. We are doing things, sir, by instinct 
rather than by information. And I might say that  p rivate  industry, 
if it were in the  same position we are in, instead of spending what we 
are asking for, would spend 50 times that  amount and th ink it was an 
awfully good investment.

Senator Magnuson. Now would this be a service only for your­
selves, or would it be available to people in the housing field ?

Mr. Weaver. This would be available to everyone. It  would be 
available to the  homebuilders; it would be available to the sources of 
mortgage finance; it would be available to the local communities 
which are very much involved; it would be available to the planners;  
and it would be available to Federal, State, and local agencies.

Senator Magnuson. But thev would have to come and get it.
Mr. W eaver. Yes, sir. We would make it available. We might 

have a small distribution, but certainly not a widespread dis tribution 
and if, for example, the bankers wanted their  members to have it, 
we would give it to the central banking agencies and organizations 
and they would distribute it.

CHARGE FOR INFORM ATION

Senator  Magnuson. You might have a small charge for it, too.
Mr. Weaver. If  we did a widespread dist ribu tion; yes.
Senator Magnuson. Put a small charge on it. It  won’t hur t them if 

they want this information.
Mr. Weaver. I think you are right , Mr. Chairman.
Senator  Magnuson. And we might recoup most of this.
Senator Allott. We will probably have a hard time with the 

House on this?
Senator  Magnuson. We always do.
Senator  Allott. In fact, I  must say that  I realize the value to you 

of having this information available on a constant basis, th at is con­
stant  in term of how it  is acquired, constant in terms of how it is
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evaluated, but  I  feel a great  deal like the House, th at th is is available 
and it is ]' ust a question of "putting it together for yourself.

Mr. Weaver. It  is more than that, it is a matt er of extracting  it. 
It  is a matter here of collecting it. This is not just  exploiting  what 
is in the census because, if you notice the last sentence here:

The da ta  would be collected by the  Bureau  of the  Census as a supplem ent 
and followup on it s monthly ser ies on housing sta rts .

This would expand the scope of the monthly series which the Census 
Bureau makes, which is purely a count of the number of starts, 
without the other data which make this count usable.

Senator  Magnuson. All r ight , I think we understand the objective 
of this.

Credit F actors in  Mortgage F oreclosures

Now, No. 4 is, of course, a similar item but includes a study of 
credit factors in mortgage foreclosures. However, aga in the House 
says you can reach down and get tha t information if you wish, tha t 
it is all available.

Air. Weaver. Much of the raw data are available. But just simply 
to give us statistic s without any interpretation and any analysis of 
them, does not help you very much, Senator. We can count the num­
ber and if we want to find out what was involved in the process th at 
created tha t number, then we have to have some studies. And this 
is what th is is designed to do in this parti cular field. In  other words, 
it is designed to go behind the score, as it were, in the  baseball game 
and find out some of the plays.

Senator Magnuson. For  instance, we find in the Veterans’ Admin­
istration—who will be up here—tha t the foreclosures on VA houses 
have risen sharply , or taken back rather, but tha t they are still hold­
ing their  own on resales and refinancing and so forth. But I would 
think tha t this would be one of the things  you would want to know 
about.

Mr. Weaver. Yes, sir. Just to give you a brief example of  what we 
have in mind—this is a study of foreclosures to determine how mort­
gage terms and changes in family income and expenditure patterns 
have contributed to mortgage defaul ts and foreclosures. In other 
words, we are going back behind the numbers and trying to find out, 
to relate these to the economic developments in the community. 

HOUSING STUDIES FUND S

Senator Magnuson. The House last year, Mr. Cooper tells me, and 
I recall this, and you will recall it, too, Senator Allott, knocked out 
$600,000 for a program on housing studies through contractual ar­
rangements and refused to allow any amount whatsoever. This time 
they allowed you $450,000. Did they pick out any part icular pro­
gram?

Mr. Weaver. No, sir; they did not.
Senator Magnuson. Jus t made a flat cut ?
Mr. Weaver. Yes; they simply cut it by 50 fx’reent.

710 36—61----- 31
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Hou sin g Rehab ilita tio n I ndustry

Senator Magnuson. Now  the next one is $25,000 for the study of 
the creation of an effective housing rehabi litation industry.

Mr. Weaver. I think this is obvious.
We have this whole problem of rehabili tation which everyone, 1 

think, admits is terrib ly important  in our cities.
And this has been an area in which there has not been too much 

experience and where we do not have too much knowledge of how to 
do the estimating, and how to do the costing and so forth. And 
what we are trying to do here is to give some aid by a study which 
would look into these matte rs and aid the people who are going into 
this with as much information as we can get from what is known 
on these problems.

Senator Magnuson. No. G, new standards of housing and neighbor­
hood quality. No. 7 is the adaptation of migrant to city life. No. 8 
is techniques for local evaluation of nonresidential space.

Mr. W eaver. Would you like me to talk to those, sir?
Senator Magnuson. Well, I  think you have told us here what you 

think you should do about it. There is justification. I am af raid  on 
No. 7 we are going to have a g reat deal of trouble because of the fact,, 
as I say, there are many studies as to  migran ts which you can get. 
But I think we understand what you are trying to do here and you 
have a justification.

Then, No. 9, intermunicipal approaches to planning, development,, 
and renewal. No. 10, study of optimum size of water and sewer fa­
cilities for various size areas; and 11, open space and land reservation 
requirements.

Now on open space, there was a great deal of discussion on the Sen­
ate ffoor on the housing bill on tha t. And I th ink this committee will 
take a look a t these things, and I  think  we understand what you are 
tryin g to do.

H ousing for th e E lderly  F und

Let us go on to the amendments proposed in connection with the 
housing for the elderly fund. We will put  section D of your just i­
fication in the record in full.

(The material referred  to follows:)
H ousing for th e E lderly  F und

Program appropriation.— Estimate, $30 million; proposed by committee, $25 
million ; in act, $25 million.

Adm inis trat ive expenses.— Estimate, $400,000; proposed by committee, $350,- 
000; in act, $350,000.

(House hearings, pt. 2, pp. 973-978)
(1) Page 28, line 19, str ike  out “$25,000,000” and insert  in lieu thereof “$30,- 

000,000”, the estim ate, and  an increase of $5,000,000 above the amount allowed 
by the  House committee.

(2) Page 28, line 20, stri ke out “$350,000 of the foregoing  amount” and insert  
in lieu thereof “$400,000”, the estim ate and an increase of $50,000 above the  
amount allowed by the House committee.
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H O U SE REPORT

(Pe rtin ent excerp ts, II. Rept. No. 449, p. 13)
Housing for the elderly fund .— A .$30 million budget  est imate  was considered for this  item and the committee has approved $25 million. The hill also con­tains a limi tation of $350,000 on the  amount th at  may he used for adminis tra­tive  expenses. The approp riation in 1901 was $20 million.

JU S T IF IC A T IO N

The program of direct loans for  elder ly housing  was enacted as section 202 of the Housing Act of 1959. The act  author izes low intere st rate, long-term loans to private nonprofit corpo rate sjionsors  of ren tal  housing a nd rela ted  fac ili­ties for elderly fami lies and persons. The basic sta tu te  provides for  a sta tutory  author izat ion of $50 million, $20 million of which was  app ropriated in fiscal yea r 1961. The amended budget program requested  an appropriat ion  of $30 million for fiscal year 1962, an amount which would utilize the balance of the present sta tutory  authorization .
Two amendments are  proposed for the  considera tion of the Senate committee. 

(1) Program appropriation
In actin g upon the amended budget request, the House committee recom­mended and the  House  enacted an app ropriat ion  of $25 million—a reduc tion of $5 million in the estimate. The first amendment proposed would restore  the  $5 million reduct ion, thereby providing for  the appropr iation of the  full  $30 million requested for  the housing for  the elderly fund.
The budge t request is based upon the  pressing need for provid ing financia l assistance for  eligible applicants. As of May 31, 1961, the Agency has in excess of $55 million in applications on hand and  in process, as follows :

Sta tus  of applications, May 31, 1961
MillionsPro ject s comm itted______________________________________________ $15. 5Full applications on ban d________________________________________  31.3Initial appl ications on hand______________________________________  8. 6

To tal ---------------------------------------------------------------------------------  55. 4
Enactme nt of the  proposed amendment appropriat ing  the balance of the  stat­utory author iza tion would prevent delays in providing urgently  needed ren tal  housing for elderly families and individuals.

(2) Adm inistrative expenses
The second amendment proposed for  consideratio n of the  Senate committee would, if enacted , resto re the adm inistrative expense limi tation to $400,000 as requested in the amended budget  program. Acting upon the recommendation of the House  committee, the  House approved an expense limi tation in the re­duced amount of $350,000.
The marked increase  in workload anticipa ted for the  fiscal year 1962 is illu strated in the following com pari son:

E sti m ate ,
1961

E st im ate ,
1962

A pplicat io ns rece ived :
In it ia l............................................................................. ................... . ................. 145 155F u ll ...................................................................................................................... 85 115A pp ro va ls :
N u m b e r..................... ....... .................................... ............... . ......................... 38 40A m oun t (in  m il li ons) ...... ...................................... ............................. ................... $19 6 $29 6Loan  a gre em en ts  e xe cu te d_______ ________ ______________ ____________ _____ 16 58P la n s  an d  sp ec if icat io ns  r ev ie w ................................................. ....................... 11 63C onst ru ct io n:
S ta r ts ........... ......... ................... .......................... ..................................................  . 10 48C om ple ti ons_____ ____ _____ _____ . _____ _______ _________ _____ o 8
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This  comparison shows the  very marke d incre ase in the  posta ppro val work­
load which will occur in fiscal y ear  1962. Thi s workload inc lud es: prepar atio n 
and execution of the  form al con trac t betw een the  borrower  a nd the Governm ent; 
review of detai led plans and specifications to assu re compliance with  sta tutory  
req uir em ent s; site  supervis ion by profes siona l engineers duri ng con struct ion ; 
fiscal audit  of i»rojects af ter  completi on; and loan servicing which may be 
quite  complex in this program.

The budge t requ est provided for  the  employment  of a staf f of 45 persons by 
the end of the budget year, an incre ase of 15 positions over estim ated  Jun e 30, 
1961, employment. This repr esen ts the  minimum staffing level for  the program  
workload proje cted in the amended budget reque st. Enactm ent of the  proposed 
amendment would provide the  staff necessary  to the conduct of the program 
workload fore cast  for  the budget year.

As a pa rt of thi s proposed amendment, the  Agency recommends the  deletion  
of the words  “of the  foregoing amo unt” in ord er to simpli fy fiscal and  accoun t­
ing o perat ions und er the fund.

H ousing  fob th e  E lderly  F und

Mr. Weaver. The next amendments deal with appropriations for 
the new program of direct loans for renta l housing for elderly families 
and individuals. The Agency has asked for the appropriation  of the 
$30 million balance of the existing authorization and an administra­
tive expense limitation of $400,000 for staffing the  program in fiscal 
1962.

The House bill provides $25 million for new loans and $350,000 
for staff expenses. Our proposed amendments would restore both 
items to the amounts originally requested.

I cannot emphasize too strongly how urgent and pressing is the 
need for housing at moderate rentals for our growing population of 
senior citizens. We already have more requests for funds than we 
could accommodate with the full $30 million budget estimate, and I am 
very hopeful of the early enactment of the additional authorization 
for this program proposed by the President and contained in the 
pending Housing Act of 1961.

Mr. Magnuson. All r ight. For the purpose of the record, on page 
28, line 19 of the bill, s trike out  “$25 million” and insert in lieu there­
of “$30 million,” which is an increase of $5 million above the  amount 
allowed by the House committee.

And then on page 28, line 20, you add $50,000.
I think you address yourself to tha t on page D-2.
Mr. Weaver. I would like to read the data which indicate the 

status of this.
Senator Magnuson. Let’s take a 5-minute recess.
(A recess was taken.)
Senator Magnuson. All right , on page D-2 you have the justifica­

tion. (Reading.)
The progra m of direc t loans for  elderly housing  was enacted  as section 202 of 

the  Housing Act of 1959. The act auth oriz es low intere st rate , long-term loans 
to pri vat e nonprofit corpo rate sponsors of ren tal  housing and rela ted facili ties 
for  elderly fam ilies  and persons. The basic  sta tut e provides for  a sta tut ory  au­
tho riza tion  of $50 million, $20 million of which was app ropriated in fiscal year 
1961.

The amended budget progr am requested  an appr opriation  of $30 million 
for  fiscal yea r 1962, an amount  which would utiliz e the balance  of the  present 
sta tut ory  au thoriza tion .

Now, what is in the new bill the Senate passed ?
Mr. Weaver. $25 million.
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Senator Magnuson. More?
Mr. Weaver. More. And $350,000 for  administration.
Mr. Frantz . No, sir ; that is in the appropriation bill.

NEW  HO USING  BILL AUTHO RIZATION

Senator Magnuson. No, I  meant what is the authoriza tion of the 
new housing bill ? Thi rty million dollars ?

Mr. Weaver. Another 50,1 beg your pardon.
Senator Magnuson. I am thin king of the authorization i f the 1961 

bill goes through.
Mr. F rantz . We have an additional $50 million in the Senate bill, 

and $100 million in the bill as reported by the House committee.
Senator Magnuson. Yes. So here is a program tha t is probably 

going to be beefed up in any event.
Mr. Weaver. Yes, sir.
Senator Magnuson. All r ight , tell us why you need this  extra.
Mr. Weaver. If  you will note on page LX-2 we reported the status 

of this as of May 31, 1961, when the Agency had in excess of $55 
million in  applications on hand  and in process. The figure for June  
14—about 15 days later—indicates that we have now in excess of 
$67,800,000 in applications on hand and in process. So this gives some 
indication of the speed with which this is growing.

I would point out too, th at of this there are 28 projects where we 
have commitments and reservations involving $15,900,000. Two are 
under construction, involving $680,000. And there are 55 additional 
projects in active process which would involve a dollar  value of 
$51,300,000.

Senator Magnuson. Are most of these applications coming from 
fraternal organizations fo r housing projects, elderly housing?

Mr. Weaver. Well, they are coming from religious organiza­
tions—

Senator Magnuson. Religious or fraternal .
Mr. Weaver (continuing). From fra terna l. For  example, we have 

one from New York City, from the Hudson Guild which is a settle­
ment house. And labor unions also are involved in this.

LABOR UN ION  HO US ING PRO JECTS

Senator Allott. Incidental ly, I read in the paper where one of our 
unions had undertaken—it was impossible to tell from the paper 
whether it was an elderly housing project or not—in Florida .

Senator Magnuson. Postal clerks, I think.
Senator Allott. I believe it was the postal clerks. Has this 

awakened any memories in this area ?
Mr. Weaver. Let me look down and see if we have this.
Mr. W oolner. This is not in our list of applications so fa r, Sena­

tor.
Senator Allott. Perhaps it is not meant to be an elderly housing 

program.
Senator Magnuson. It is retirement ?
Mr. Woolner. It  looked as though it were in the newspaper story, 

as I recall. Now there is a large program for elderly housing tha t 
is being developed for a number of the labor unions, bu t th at has not 
been submitted.
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Senator Allott. I recall tha t in this area years ago the brother­hoods went down to Venice, Fla., which is a very nice lit tle town by the way, and they sought to develop Venice along this way as a re­tired  area for railroad workers, and the whole thing flopped.
There were very few who went down there. And the land has since, I think, been recaptured, probably through tax foreclosure. And the town in the last 3 years has developed tremendously on its own in itia­tive. But this  whole program of the brotherhood, I believe it was, in this area seemed to go down the drain.
Now I jus t wanted to find out whether this postal thing  was-----
Mr. W oolner. Not at this point.
Senator Allott. At  this point it is not. Maybe i t is just simply a retirement idea rath er than a housing for the elderly.
Mr. W eaver. And they might finance it independently of our funds, too, completely of their own funds.

FRATERNA L ORGANIZATION HO USING  PRO JECTS

Senator Magnuson. But a lot of these loans—out in my country it has been more of the frate rnal organizations. I think the first one was the Sons of Norway, one of the first projects some years ago when this  started.
Now there are a lot of fraternal organizations tha t have already established their  priva te nonprofit retirement  homes and they may want to enlarge those places. Does it include that,  too ?
Mr. W eaver. Let me say, sir, tha t we have decided, afte r much pressure, we feel this is primari ly intended to increase the housing supply. If  they are going to add units, maybe, in contras t to refinanc­ing an existing development, this would be eligible.
In other words, i f they are going to augment the  supply, and they qualify legally and otherwise, there is no reason why they could not continue. As a matte r of fact, there are some advantages from our point of view, because they have had some experience and they know how to run it if they have had a successful operation, and we would welcome it.
Senator Magnuson. Yes.

PROMOTERS AND FRONT ORGANIZATIONS

Senator Allott. May I ask this question with respect to this? I have seen at least one example where a religious organization was used as a front. Afte r going into it myself and being in it with the previous administration, I have my grave doubts about it.
Have you had any experience with promoters? Because this is what this was, a promoter using a religious organization as a fron t for what T and many others and the Administra tor thought was a completely impractical proposition. In other words, if you get a $2-million or $3-million building, a fellow makes his one way or an­other, either by getting control of the land beforehand or making a deal with the people.
I mean, there are 100 different wavs these fellows operate. Have you had any considerable amount ol this in your experience?
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Mr. Weaver. I am sure we have had  some of it. I recently trans ­
ferred this operation to community facilities on the basis tha t it  seems 
to me impractical to set up a separate construction agency in my 
central office when 1 had one a lready. And in the central office we 
also have a planning and programing staff. Mr. Woolner has the 
responsibility for actually carry ing it out. We have had some of 
this. In fact, one such case came to my attention the other day. And 
I am sure we will have it in a program of this type.

Wha t we will attempt to do, 1 think, is take each case on its  merits, 
investigate carefully into what is being paid for the land, who owns 
the land, and that type of thing, to the natu re of the sponsoring group, 
its responsibility and its ability to carry it  out.

Now, we will have cases which will be peripheral,  where you will 
have a nonprofit group coining in with a builder who is interested in 
a builder’s profit, which is a legitimate interes t he may have. How­
ever, he will get out of it afte r i t is constructed and it will be ru n by 
the nonprofit group.

This I think we will have and this I think  is perfectly all right .
Senator Magnuson. This is the field tha t your main office has to 

watch all the time.
Mr. Weaver. Yes, sir.
Senator Magnuson. Bather than the division handling  the techni­

cal problems?
Mr. Weaver. We have an Assistant  Administra tor whom we have 

jus t employed. He was formerly employed in the Senate here— 
Sydney Spector—and he is very knowledgeable in this field. He is 
responsible for th is program. He is responsible for the planning of 
all iny programs in this field. Not only in the regular ones, but in 
the coordination of the  FHA, the direct loan, and the P HA  programs. 
So we have three levels of income groups tha t we are serving.

Senator Allott. I am sure in this instance the religious o rganiza­
tion itself was completely honest in what it wanted to do, tha t they 
had been sold an expensive bill of goods beyond what the parti cular 
location supported, and in other ways, too. And I  hope that we watch 
this very carefully because in the long run it can only serve to tear 
down this program which is needed very badly.

Mr. Weaver. Mr. Woolner, have you had enough experience in this 
yet to comment?

Mr. Woolner. Well, we do ge t the type of nonprofit corporation  
sponsor tha t is concerned primari ly with the construction. We have 
not run across a religious group tha t has a builder involved who is 
really the spearhead. This has not been so under our limited expe­
rience. But  there is no question about the activity in some of these, 
and you have to check them out very carefully. Fir st of all you have 
to have in mind the proper protection in terms of the project  itself 
so that you get your costs and, secondly, you have to keep in mind if 
this will be an ongoing operation. Because the operation of the 
project  is just as importan t as the construction.

TYPE OF PROMOTION INVOLVED

Senator  Allott. There is this type of promotion, I think,  Mr. 
Woolner, tha t I have seen evidence of, and this is the reason I am 
speaking to this thing  rig ht now. That is where a person or persons
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get into an organization, which is a nonprofit corporation, and they 
do a promotional act with him. Here is a fellow who is a great 
humanitarian, “I just have to do something fo r these people.”

And what he is real ly looking to is a nice li ttle side profit, maybe 
on the construction, but more than tha t a sinecure for the rest of his 
life opera ting this  thing. And th is is an area t ha t I  am really afra id of in this thing.

Mr. W oolner . We are taking a long look at the people who are 
involved in the application, who are the members and presidents of 
the organization, and we are checking them all out. And in those 
instances where it seems to be a closed corporation we are asking that  
they b ring in the leading citizens in the community who can provide 
some background of community support so that it does not become 
simply a self-centered operation on the part of the promoter.

BULKS OF EL IGIBILITY

Senator Magnuson. Now , do you seek a t any time to prescribe the 
rules of eligibility in these projects or do you leave that up to the people ?

Mr. Woolner . We leave it  up to the  people. There are basic rules 
spelled out in the statu te in terms of age, but anything else-----

Senator Magnuson. Other than  age. But  the eligibility, tha t is up to them ?
Mr. Woolner . Yes.

PRIVATE NU RSING  HO ME S

Senator Magnuson. Now  where do private nursing homes fit into this?
Mr. Weaver . FHA.
Senator Magnuson. They make a direct FH A application?
Mr. Weaver . This, of course, is quite different. This is not re­stricted to nonprofit.
Senator Magnuson. But sometimes they are a ttempt ing to get into 

the nonprofit field by forming organizations, and then the man will 
have a salary there for as long as he runs it. But I think we have 
to watch tha t line of demarcation pret ty closely.

Mr. Weaver . Yes, sir.
Senator Magnuson. Because the boom in private nursing homes is terrific.
Mr. Weaver . We are rather disturbed about this. We are going to try  to make an analysis of this whole operation.
Mr. Hardy and I are both very much concerned about this par ­ticular thing.

SU CC ES S OB FA ILUR E OF PROGRAM

Senator Allott. I would like, before we leave this, Mr. Chairman, 
and I know the time is getting late, to ask th is one question. There 
has been a grea t deal of activity in this area particu larly over the 
last 4 or 5 years. Would you like to comment upon the general suc­
cess or lack of success, or outstanding success, or outstanding failure, 
of these constructions to do their job ? I mean, what is the impact on those people ?

Are these things  working out; where are the pitfa lls? These are 
things I  think we should know.
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Mr. Weaver. I think there is no question in our minds but that 
this program can be eminently successful. There is no question in 
our minds but that  there  is a great demand here. There is a realiza­
tion on our part , however, tha t there are a lot of unsolved questions 
in this area. For  example, the biggest single issue is whether or not 
the old people should be pu t off to themselves in an isolated area, or 
should they be in tegrated in an area where you have different ages, 
or should they be semi-isolated or a part of a large community ? 
We tend toward the latt er because it is a middleground and it seems 
to make sense to us. Then there are all sorts of questions about what 
types of facilities should be provided. Should the electric plug 
be up high because they do not have to stoop, or should it be low 
because maybe it would be better for them to take some exercise? 
These are unsolved questions. But there is no doubt in our minds, 
No. 1, there is an extremely great and growing demand in this are a; 
No. 2, when you do a good job, as Mrs. McGuire, who is the Commis­
sioner of Public Housing Adminis tration did in San Antonio in a 
public housing pro ject which was featured in the Saturday Evening 
Post, it is eminently successful. And where you get good design, 
good management, sound finance, good location, there is no doubt 
tha t the thing will work and work very well.

Senator Allott. On the basis of experience, where you get those 
three things, then you would say generally this is working out the 
way we hoped it would work out ?

Mr. Weaver. I think there is no question, despite the fact we have 
under  this program only two projects under construction. And I 
think we could safely say this thing is going to succeed because we 
see the quality of the  people who are being involved, and the fac t that 
they have a built-in effective demand for thei r product.

Senator Allott. Thank  you very much.

P ublic  H ou sing Adm inist ra tio n

Mr. Magnuson. All right , Mr. Weaver, your next amendment deals 
with administra tive expenses of the Public Housing Administrat ion. 
The full text of the justification may be placed in the record at this 
point.

(The material referred to follows:)
PUBLIC HOUSING ADMINISTRATION 

Administrative Expenses

Estimate, $14,150,000; proposed by committee, $13,068,000; in act, $13,068,000 
(House bearings, pt. 2, pp. 1006 ff.)

Page 20, line 5, stri ke out the  figure “$13,068,000” and ins ert  in lieu thereof 
“$14,150,000”, the  estim ate, and an increase of $1S2,OOO above the amount allowed 
by the House committee.

HOUSE REPORT

(Pert ine nt excerpts , II. Kept. No. 440, p. 14)
Public Housing Adm inis trat ion.—The bill provides $165 million for  payment 

of annual contr ibutions to local public housing authoriti es.  This is an increase 
of $25 million over the  amount appropria ted for fiscal y ear  1961 and a reduction 
of $4,300,000 in the  budget estim ate. There  will be 491,902 uni ts in occupancy 
on Jun e 30, 1961, requiring ann ual  contr ibutions and 30,000 more will become
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occupied during the  year. The bill also provides $13,968,000 for adm inistrative 
expenses, an increase of $100,000 over the curre nt yea r and a reduction  of 
$182,000  in the bu dget e stimate.

Two years ago the  Public Housing Adm inist ratio n on an experimental basis 
offered to waive its contractua l right to review’ local housing aut hor ity  budg ets 
in advance, and to aud it the accounts of such auth orit ies.  The re are  no local 
fund s in these  operations, with few exceptions, and the Federal  Government  
foots the ent ire bill. Since the  Government  is obligated to make subsidy pay­
ments, which are  reduced only by any amou nts rema ining  af te r operating ex­
penses, it is obvious th at  the only possible way to reduce  Government expendi­
tur es for  subsidy payments is in car efu l scru tiny  of local housing autho rity  
budgets and adeq uate  aud it checks to ass ure  th at  expenses are  reaso nable  and 
necessary. The committe e strenuo usly objects to any rela xat ion  of the  budget 
review and aud itin g of the local housing aut hor itie s by the Public  Housing 
Admi nistration . The re have been sub stan tial  abuses, as in the payment of legal 
fees and oth er expenses. Instead  of relaxing any of its  oppo rtunities  to save 
money they s hould be increased.

JUSTIFICATION

The Public  Housing Adm inist ration requ ests  the rest ora tion  of $182,000  for  
adm inis trat ive expenses. This amount, which is the amount of the  redu ction  
proposed by the  House, is needed to perm it the estab lishm ent of 20 new positions. 
Approval of the proposed amendment would provide  a tot al app ropriat ion of 
$14,150,000, the  am ount of the budget estimate.

The House Appropriation s Committee, in House Report No. 449, emphasized 
the importance of review by the Public  Housing Adm inist ratio n of local housing 
author ity budgets  and operat ions to insure  economy and efficiency in both the  
planning and the  execution of proj ect mana geme nt activitie s and by so doing to 
avoid the  Fed eral  subsidiz ation of ext rav agant practic es. The  20 positions in 
question ar e all, with out exception, for  this specific purpose. All 20, if they 
become av ailable , will be distr ibuted among the  seven PHA region al offices, an 
average  of less than three positions to each office; none of the positions will be 
established i n the c ent ral office in Washington.

Rea l es tate  a nd f inancial management  spe cialis ts
Six of the twen ty positions are  for  real est ate  and financial management  

specia lists whose prim ary responsibilities will be reviewing proj ect budgets  and 
inspec ting the general management policies and  pract ices at  the proj ect sites. 
A basic purpo se of both of these  resp onsibilit ies is to promote  economy and 
efficiency in the oper ation  of the projects .

Maintenance enginee rs
Nine of the  twenty positions are  for main tenance engineers  who will review 

local housing autho rity  proposals to inc ur expenses for  project main tenan ce 
and conduct periodic  inspectio ns of the  pla nts  and stru ctur es. The purixise is 
to insu re th at  housing sta nda rds  are adeq uate ly main taine d and th at  the int er­
est  of the  Fed era l Government in th e physical pla nt is adeq uate ly protected. 
Special emphas is is placed on preve ntive  main tenan ce measures such as the  
ins tallatio n of catho dic protec tion to prev ent corrosion of underg round piping 
and the  contro l of conden sation to prev ent rot and corrosion in craw l spaces 
and  roof stru ctures . The increasing age of the  projects makes thi s funct ion 
increa singl y imp orta nt. As majo r rep air s become necessary, the savings th at  
can be realiz ed thro ugh a well planne d and efficiently executed  main tenance 
progr am become very sub stan tial  indeed.

Occupancy auditors
The rema ining  five positions are  for  occupancy audi tors . In addi tion  to  per ­

formin g du ties which ensure th at  fe derally subsidized  housing is used  exclusive ly 
to house families of low income, these  aud itors will perfor in a very imp orta nt 
functi on in connection with  the financial mana gement of the  proje cts, namely, 
to make sur e th at  ren ts charged ar e not only prop er in term s of the  rent- pay­
ing abil ities  of the occup ants but  also sufficient to ensure financial solvency.

Each of the  thre e groups of spec ialis ts is of vit al importance  to accomplish 
the  purpos es emphasized in the House report, and all of the positions requested 
in each group  are necessary  if these purpos es ar e to be full y achieved.
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The I»H A workload involved in reviewing the plans and performance of local 
housing  author ities increases each yea r as addi tional project s are completed 
and placed under management. From  Jun e 30, 1957, to Jun e 30, I960, for ex­
ample, the number  of projects in management increased over 20 percent—by 448 
projects. During the  same period, the  management staff s in the  regiona l offices 
increased by five employees—less tha n 2 percent . It  is estimated in the  1962 budget that  over 500 additional pro ject s will he completed and added to the 
management workload dur ing fiscal yea rs 1961 and 1962, of which 140 were 
completed as of April 30, 1961. For  these reasons , the need for  the  addi tional 
positions is now imperative. The additional posit ions will more tha n pay for themse lves by insur ing a more economical oi>eration of the  projects.

Administrative Expe nse s, P ublic Housing Administra tion

Mr. Weaver. The Public Housing Administration  has requested 
an appropriation for administrative  expenses amounting to $14,- 
150,000 for the administrat ion and management of the low-rent public 
housing program during 1962. The House bill provides $13,968,000— 
a reduction of $182,000 in the request. We recommend favorable con­
sideration of the proposed amendment to restore the appropriation to 
the full  amount of the budget estimate.

Restoration of this amount would permit the employment of 20 
additional management specialists, maintenance engineers, and oc­
cupancy auditors tha t are considered necessary to review project 
budgets, to inspect local housing authority management policies and 
practices, to review project maintenance practices and proposals, and 
to conduct occupancy audits. These activities are essential to the 
efficient and economical management of the low-rent public housing 
program.

Senator Magnuson. All right. Tha t involves your audit. Is tha t a 
preau dit tha t you are talking about, or an audit after the project is 
completed ?

Mr. Servaites. The aud its we are talk ing about are  periodic audits 
throughout the life of the project. They are postaudits.

Senator  Magnuson. That involves 20 people?
Mr. Servaites. Tha t is correct, including review of project budgets.
Senator Magnuson. I th ink we understand that.

College Housing  Loans

Air. Magnuson. The next amendment is for college housing loans, 
and we will insert the full justification a t this point in the record.

(The information referred to follows:)
LIMITATION ON ADMINISTRATIVE EXPENSES

Office of the Administrator

COLLEGE HOUS IN G LOA NS

Estimate, $2,100,000; proposed by committee, $1,900,000; in act, $1,900,000 

(House hearings, pt. 2, pp. 978-983)
Page 45, line 14, s trike out “$1,900,000” and insert in lieu thereof “$2,100,000”, 

the estim ate, and an increase of $200,000 above the  amount  allowed by the 
House committee.
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IIO US E REPORT

(P er tin en t excerpts,  II. Itep t. No. 449, p. 13)

College housing loans (lim itat ion  on adm inistrative expense s).— The revised  
budget limi tation for  t his  item is $2,100,000. The bill provides $1,900,000, which 
is an increa se of $320,00 0 over the amo unt avai labl e in the cur ren t fiscal yea r 
and $200,000 less tha n the estimat e. The incr ease  in 1962 will provide 34 of 
the 58 addition al positio ns requested,  or a tot al of 210  in this  program, to meet 
the impact  of the  new auth oriz atio n enac ted last September.

JU ST IFICAT IO N

The college housing loan program is auth oriz ed by tit le IV of the Housing  
Act of 1950, as amended. It  provides for  direct  long-term loans at  low int er­
est rates to ass ist colleges ami univ ersi ties  in meeting the ir needs for  dorm itory  
and other housing accommodations for  stud ents and  faculty  members. The 
Housing Act of 1957 exten ded eligib ility to hosp itals  for  housing fac iliti es for 
stud ent nurse s and inte rns.  The program is financed by a borrow ing au tho ri­
zation amounting to $1,675  million at  the  pre sen t time; the  revised budge t 
estim ate for 1962 assum es enactment  of legislation to provide an incre ase of 
$350 million dur ing fiscal y ear  1962.

Estimate d workload
The revised budget e stim ate assumes processing of 365 full appl icati ons dur ing 

fiscal year 1962, compared with 271 esti mat ed for  the  cur ren t year, as fol low s:

A ctu a l 1960 E sti m ate ,
1961

E st im ate ,
1962

F u ll  a ppli ca ti ons re ce iv ed .................................................................... -
Proc es sing :

180 380 300

W it hdra w al s an d  re je ct io ns ............................................. ......... .. 17 11 5
I-oa ns  a ppro ved  (g ro ss )................................................................... 202 260 360

O n h an d , en d  o f y ea r__ _____ ______________ ________________ 61 170 105

In addi tion  to ful l application processing  as indicate d in the  schedule above, 
the  adm inistra tive elements associa ted with  the prog ram inc lude (1 ) an incre ase 
in construction  and bond development acti vity  and  (2 ) the  manag ement of a 
large and growing  portfo lio of loans expect ed to exceed $1 billion by the  end of 
fiscal year  1962.

Much of the increased activity  ant icip ated in fiscal year  1962 stems from the  
enactmen t of Public Law 86-7 88 early in fiscal year 1961. The timing of this 
enactm ent, which incre ased the progra m aut hor iza tion by $500 million, resu lted  
in a deluge of pre liminar y application s in fiscal yea r 1961 and a corresponding  
workload peak in the full  application stage  late  in 1961 and in 1962. Adminis­
tra tiv e expense fund s avai lable  d uring the cu rre nt year proved to be insuff icient 
to permit exi»editious disposition of the  large volume of cases arr iving in re­
gional offices during the  las t few months  of the  curre nt year, resu lting in a sub­
sta nti al carr yover of applic ations  for  complete processing  in fiscal yea r 1962.

The revised budget estimate of $2,100,000  would provide for  tota l employment  
of 234 at the  end of 1962 and perm it Agency regiona l offices to han dle the  ful l 
application workload  and  other  adm inistra tive activ ities , thereb y reducing the 
backlog of appl icati ons on hand for process ing to more norma l dimensions.

The reduc tion in the  limi tatio n on adm inistrative expenses from $2,100,0 00 to 
$1,900,000—a cut  of $200,000 or approxim ately  10 perce nt—will reduce  t he num­
ber of employees working on this progra m at  the  end of 1962 from the  234 re­
quested to only 210. The Agency does not consid er a staff of this  s ize to be ade­
qua te to achiev e the progra m set for th in the  revise d budget with out  extend ing 
the  period of time requ ired  to process and approve applic ation s for college h ous­
ing loans with consequ ent delays in the  provis ion of required housing accom­
modat ions at  app lica nt colleges and univ ersi ties.  In light of the esti mat e th at  
college enroll ments ar e expected to incre ase from 3 million in 1950 to over 6 
million in 1970, imbala nces which may now occur between curre nt progr am ob­
jecti ves and adminis tra tive funds  will ulti mat ely res ult  in  makin g more difficult 
the achievement of the  long-range  Fed eral  role in the college housing field.
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Conclusion
The Agency recommends tha t the Senate amend the pending bill to restore 

the limi tation on adm inis trat ive  expenses to the amount included in the revised 
budget—$2,100,000.

College H ousing Loans

Mr. Weaver. The next amendment would restore the admin istra­
tive expense limitation for the college housing loan program from the 
$1,900,000 allowed by the House to the amount of the amended budget 
estimate of $2,100,000.

The Community Facilities Administration  is struggl ing with the 
largest workload in the history of the college housing program. Last 
September, the loan authorization was increased by $500 million to 
help meet the unprecedented demands for financial assistance. Most 
of these funds have now been committed and the processing workload 
is building up. We had to work under a deficiency apportionment 
this year and the biggest impact will hit  us during fiscal 1902.

In addition, the amended budget forecasts a larger  new authoriza­
tion for next year than did the budget estimate submitted by the 
previous administra tion. In contrast to only $100 million of new 
lending authority proposed in the Janua ry budget, the Presiden t rec­
ommended and the pending Housing Act o f 1901 contains a new au­
thorization for loans amounting to $350 million for fiscal 1902.

We recommend your favorable consideration of this amendment.
Mr. Magnuson. For the purpose of the record, on page 45, line 14, 

of the bill, you strike  out “$1,900,000” and insert in lieu thereof 
“$2,100,000,” which is an increase of $200,000 over the House allow­
ance.

The college housing loans revised budget limitation for this item 
is $2,100,000. This is the limitation on administrative expenses.

Now I think what you ought to put  in the  record is—there is only 
one justification for the increase—and tha t is the amount of increase 
in the applications in college housing loans. How fa r are you behind 
and are you up to date with them, or can you give us some of those 
figures?

Mr. Woolner. As of May 31, Mr. Chairman, there were some 45 
applications on hand for about $42 million in construction amount. 
What actually has been happening is that our inpu t rate has dropped 
off just a bit in the last couple of months in anticipation, I am sure, 
of a possible slight reduction in interest rate, under the existing 
statuto ry formula, a fter  June 30.

Senator Magnuson. On the new bill ?
Mr. Woolner. Yes; in anticipation of the additional funds, too.
Senator  Magnuson. I see.

FINANCIAL SITUATION

Mr. Woolner. But, generally, this program as you know, has been 
extremely active following the additional authorization of $500 mil­
lion last fall.

As of the end of May we had only some $29 million left in the 
revolving fund with which to handle this program.

Wha t is happening here, of course, is th is : We have committed a  
very large amount of money during this fiscal year. We made net
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fund reservations of some $498 million. The bulk of the processing of 
these applications will come during this coming fiscal year because 
fund reservation is a simple process of looking at the project and see­
ing if it is eligible. But  the detail in terms of negotiating  the basis 
of the bond purchase is the second step, and this  is where a great deal 
of activity is coming in in the coming fiscal year. I think you have 
some of that detail on page F-2.

Senator Magnuson. Yes.

LOAN APPROVALS

Mr. Woolner. So that  you will notice that the loan approvals there 
will jump from 260 in 1961 to 360 in 1962.

In addition to that, there are a number of other factors, such as 
starts,  which will go from 240 in 1961 to 300 in 1962. There will be a 
very heavy workload in terms of the bond proceedings, which will 
practically double. This will go from 177 in fiscal 1961 to 381 in 
fiscal 1962.

What is happening in this program is that whereas about four  out of 
every five applicat ions represent a college that we have done business 
with before, the problem in terms of the financial negotiation gets a 
little more severe every time you handle another loan because the 
available resources are perhaps getting a little thinner as more revenue 
has been pledged in the beginning for the first several projects. So that 
the more loans we make to a single inst itution, sometimes the stickier 
the financial problem becomes. And this has a direct reflection in 
terms of the workload.

Senator Magnuson. And the college enrollment for the next 10 years 
is a little bit sta rtling in this field.

Mr. Woolner. Yes. Our best projection indicates that between now 
and 1966 there will be another million students enrolled in colleges 
and by 1970 there will be approximately double the present number 
of college students.

So tha t the authorization requested in the present housing bill, we 
feel, will just carry this program for the next 4 or 5 years.

We hope to stay even with the need.

PAR TICIPATION OF SMALL ER COLLEGES

Senator Magnuson. I know this is a general question, but it is 
always one tha t has bothered me and we run into grants under the 
National Science Foundation, where we find tha t the larger colleges 
are more apt to qualify  under these provisions financially and the 
smaller colleges are not participat ing as much as they should and, 
therefore, the trend has been to concentrate more on the larger colleges 
because of the housing situation than the smaller. Now what would 
be generally the breakdown of your figures as between the la rge uni­
versities as against smaller colleges ?

Mr. Woolner. I do not know that I can break this down directly, 
but I can break it down for you in terms of public institutions versus 
private, and I think this generally follows. In terms of the number 
of applicants  for the present fiscal year, the private institutions rep­
resent 63 percent of the number and the  public institu tions 37 percent. 
In the amounts approved they split 50-50. So th at I think  we can. 
say generally that the private institutions are getting their f air  share.
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We have a dopte d no rat ioning  process  at  al l, ex cep t as i t is necessary  
when you run out of fun ds.  But  th is  is no t done  on the bas is of  
se rvi ng  pub lic  or p rivate .

Mr. Weaver . Senator , it may  be tru e,  too, th at  the pub lic in st itu­
tion , because  of  its  source  of  reve nue  may  be be tte r able to expand, 
or  abso rb a la rg er  prop ortio n than  the pr ivat e insti tut ion s whi ch are  
in  a very difficult pos ition, most of  t hem financia lly. An d exp ans ion  
some time s does not mean helping  the m because every tim e you  tak e 
more  s tud en ts you have  to have more  subsid y. None  of these  s tud en ts 
ar e sel f-supporting . So thi s may  reflec t in some degree the absorp­
tion capa city o f our ed ucation  system.

Se na tor  Magnuson. Of  course , wh at we are tryi ng  t o do general ly 
is keep the  spre ad  h ere as fa r as possible, an d we have ha d to  do  tha t, 
the Se na tor  fro m Colorad o and I ha d to be very specific in  th at , in 
fellowship gran ts.

We fou nd th at one year 87 percen t of all  the gr an ts  went to  nine 
schools. So we ha d to del ibe rately  tu rn  the  th in g aro und. Th is was 
not deliberate on the  pa rt  of W ate rm an  and his g rou p, it ju st  happened 
th at way. So we had to del ibe rately  tu rn  aro und and place more 
empha sis  on gr an ts  in to the smaller  col leges.

TR IN ID AD  JU N IO R  COLLE GE, COLORADO

Sena tor  Allott. I  th ink one act ua l experience  in th is  t hi ng  might  
no t be inadvi sab le as a par t of the  record  here . Ab ou t a ye ar  ago 
las t sp rin g,  th is  last  sprin g, as I reca ll mv dates, the  T rind ad  J un io r 
Col lege  made an  appli ca tio n under th is fo r housing . Is  th at  Tex as 
they  deal throu gh ?

Mr. W oolner . Yes, sir . Fort  Wo rth .
Se na tor  A llott. F o rt  Wo rth , Tex. An d af te r ma kin g inn um era ble  

tr ip s down there and havin g thei r plan s revi sed  and ev erythin g else 
by these  people,  the y fina lly thr ew  up th ei r hand s in disgus t and in  
one week went out  and financed it  pr ivately , and  finan ced it at  a 
be tte r ra te  of in ter es t than  they could ge t fro m you.

Tha t is an ac tua l documented experience  in th is  field. An d th is 
is one reason I  think  the chairma n asked th is  question. Because  th ere  
has been some fee ling th at  there is too much  empha sis  pu t on the 
places  th at  are  alr eady  ge tting  too much emphasi s.

We know th a t this  hap pens i n schooling, in  the selection of  scho oling, 
and  you know the  gr ea t efforts th at  hav e been made  in the pa st  2 or  
3 years, pa rt icul ar ly , to  distr ibu te the college load  among  schools 
whi ch are  essent iall y soun d and fine schoo ls exc ept  th at the y are  
small.

And he ha s tol d you  abo ut NSF experience.  So I  hope th a t your  
figures th at  you have given to us con tinue to hold true.

Mr. W oolner. Th ere certa inl y sho uld  be no in tent  to make th is  
as difficul t as possible because  thi s wou ld achieve nothing.

Se na tor  Allott. I  was in th is  pa rt ic ul ar  case a hal f dozen times 
ta lk in g wi th the  Pr es iden t by phone and at tempt ing to adv ise him, 
to  get in tou ch wi th whoever  i t was a t F ort  W ort h.

Mr. W oolner. We  do feel th a t college  housing  sho uld  no t be an 
orna te  stru ctu re . But  beyond t hat ------

Sena tor  Allott. I  assu re you in th is com munity  they will no t be 
orn ate .
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Mr. W oolner. Not in Trinidad.
Senator Allott. Not in Tr inidad , no. That is all  I have on tha t, 

Mr. Chairman.
P ublic F acility  Loans

Mr. Magnuson. All right. Now we come to the expense limitation 
for public facil ity loans. The justification for your proposed amend­
ment will be inserted in the record a t this point.

(The information referred to follows :)
LIMITA TION ON ADMINISTRATIVE EXPE NSES

Office of tiie  Administrator

PU BL IC  FA C IL IT Y  LO ANS

Estimate, $750,000; proposed by committee, $650,000; in act, $650,000 

(House hearings, pt. 2, pp. 984-988)

Page  46, line  3, stri ke out “$650,000” and ins ert  in lieu thereof “$750,000”, th e 
estimate, and an increase  of $100,000 above the  amount allowed by the House 
committee.

house  report

(Pe rtin ent  excerpts , II.  Rept. 449, p. 13)

Public fac ilit y loans.—The bill provides $650,000 of the $750,000 requested for  
adm inis trat ive expenses  in connection with the program of loans to finance 
construction of specific public works. This is an increase of $112,500 over the 
allowance fo r the  curr ent year.

JU ST IF IC A T IO N

The public facil ity loan program, authorized by tit le  II  of the Housing amend­
ments of 1955, was enacted to a ssis t Sta te and local governments or the ir agen­
cies to finance const ruction of specific public works projects . Financed by a 
sta tutory  borrowing auth orization of $150 million, the program is designed pri­
marily to ass ist small municipalities which are  unable to market the ir local 
obligations at  reasonable  rate s to finance basic public works for  which there is 
an urge nt and vital  need. The amended  budget assumes enactment of pending 
legislation to increase the  sta tutory  borrowing auth oriz atio n by $50 million to 
a to tal of $200 million.

The amended  budget request also proposed a limi tation on adm inis trat ive  ex­
penses amounting to $750,000—an amount which is $212,500 over the  limi tation 
available for the current year and which would provide for an increase of 30 
positions in yeareml employment. The larg er adm inis trat ive  budget and the  
additional positions requested result from the overall increase in workload ac­
tivity projected for the  fiscal y ear 1962. The following comparison of principal 
program sta tis tics shows this  workload at key stages :

E st im ate ,
1961

E sti m ate ,
1962

A ppl ic at io ns  r ec e iv ed ____________________ . __________ _. . . . . . . . . . . . . . . . . . . . . 167 200Loa ns  ap pro ved :
N u m b er (g ro ss )_______________________________________________________ 114 155
A m ount (n et , In m il li ons) . . . . . . . . . . . . . . . . . . . . . . ________________________ $33 .4 $57 0

C onst ru ct io n  s ta r t s ________ ____________ __________ ________________________ 82 150Bon d pr oc ee di ng s init.ia t.erl . . . .  .............. 74 145

As indicated in the  table, there are  sub stantial increases in workload fore ­
cast for the budget  year . The anticipa ted expansion of the public faci lity  loan 
program will result from the liberaliza tion of form er rest rict ive policies con­
cerning el igible applicants and types of facili ties, as well as from the reduc tion 
in in terest  rates charged borrowers  seeking ass istance.
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Restorat ion of the  full amount of the  expense  limitat ion proposed is recom­
mended so that  the Agency will be able to employ the  staff necessary to meet 
the budgeted  workload levels withou t lengthening processing time  and  without  re­
ducing the  level of technical services rend ered  to app licant communities.

P ublic F acility Loans

Mr.  W eaver. Th e ad minist ra tiv e expense lim ita tio n fo r pub lic fa ­
cil ity  loans was proposed in the  amende d budget prog ram at  $750,000 
in orde r to pro vid e addit ion al staff to hand le the  s ubsta nti al increase  
in workload  pro jec ted  fo r the  bu dg et ye ar  1962. Th e an tic ipated  ex­
pan sion is expecte d to resu lt fro m the lib era lization  of  form er re­
str ict ive  po licie s concerning eligib le ap pli cants and typ es of  f aci liti es,  
as well as fro m the reduct ion in in ter es t rat es  charg ed b orrowers  seek­
ing  assis tance und er  the  progra m.

Th e Hou se bill  con tain s an expense lim ita tio n of $650,000. Our  
proposed amend ment would rais e the  limita tio n to the  $750,000 recom­
mended  in the am ended bu dget estim ate.

Sena tor  Magnuson. All  rig ht . For the reco rd, on page  46, lin e 3 
of the  bill , you  s trike  o ut “$650,000"’ and insert in lieu thereo f “$750,- 
000,” an increase of  $100,000. Th is  is again  the  a dm in ist ra tio n of the  
ap pli cants fo r specific pub lic works  pro jec ts, St ate and local  govern­
men ts, th at  we discussed a l itt le  b it  in the plan ning  end.

Mr. W oolner. Yes ; this  is the n ex t step .
Se na tor  Magnuson. An d fro m yo ur  workload  w hich  yo u placed  on 

page G-2, it  shows an increase  in th at  a ctivity.

PROJECTS IN  SM ALL CO MM UN ITIES

Mr. W oolner. Yes. These pro jec ts gen era lly , Mr. Ch air ma n, are 
in small communities . In  fac t, his tor ica lly , some 87 perce nt of the 
publi c fac ili ty  loan  h as been mad e in com munities o f 3,000 popula tio n 
and  less, and 60 p ercent  have  been made in commun ities  o f 1,000 p op ­
ula tio n an d less. So th at  we are  ge tti ng  into the  very sma ll towns 
and villages. Th e workload th at  we an tic ipate will  go up  very con­
siderably . On page 2 these  figures  in dic ate  about on e-t hi rd  increase in 
appli ca tio ns  and  abo ut the  same  increase in appro vable  loans. Th is 
is an are a in a small com munity , of  course, where the loca l officials 
may  have had very lit tle  experience  in  th is  type  of  pro jec t. They 
hav e nev er gone  into  the  bon d marke t before  and to  some exten t we 
act as a  len der  of  la st  resor t.

Wh ere  they  cannot ge t a reason able int ere st rat e, we the n sta nd  
rea dy  to buy th ei r bonds. Ac tuall y, we spin ou r wheels a lit tle  bi t 
in th is  p rogram  because we lose a  pe rce nta ge  o f these  appli cat ion s.

Ea ch  ap pl ican t must advertise an d go into the mark et,  and abo ut 
13 per cent of ou r appli cat ion s are los t because  the com mu nity gets 
a be tte r in ter es t rat e. And  th is is fine, th is  is wh at we are af te r, al­
tho ug h in terms  of  the  ne t ach ievement  record it  s imp ly show s up  as 
a lo st project .

BORROWING AUTHO RITY

Se na tor  Magnuson. Now yo ur  borro wing  au thor ity  there is $150 
mil lion  now?

Mr. W oolner. Yes, and the new bil l has $50 mil lion  more. 
Se na tor  M agnuson. Ma king it $200 million.

71036—61------32
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Mr. W oolner. Tha t is right.
Senator Magnuson. In this par ticular field?
Mr. W oolner. Yes. As of May 31, we have some $43 million in 

projects on hand—applications on hand.
F ederal H ousing Adm inistr at ion

Senator Magnuson. Now , the last item you have here is for non­
administrative  expenses, Federal Housing Administration. Section II 
of the  justification which deals with this amendment may be placed in 
the record in full.

(The information referred to follows:)
L imita tio n on Adm inist ra tiv e and Non ad ministrativ e E xp en se s, F ederal 

H ousing Adm inist ra tio n

Nonadmin istra tive expenses.— Estim ate, $62,300,000; proposed by committee, 
$58 mi llion; in act, $58 million.

(House  hearings, pt. 2, pp. 703-872)
Page 48, line 10, stri ke out “$58,000,000” and  insert  in lieu thereof “$61,300,- 

000”, a decrease  of $1 million in the estimate, and an increase  of $3,300,000 above 
the  amount allowed by the House.

H OU SE  REPORT

(Pert ine nt excerpts, H. Rept. 449, p. 14)
Federal Housing  Administ ratio n.— The committee recommends $9,600,000 for 

adm inis trat ive  and  $58 million for nonadm inis trat ive expenses rela ted to proc­
essing workloads of mortgage insurance applications, or tota l operating  ex­
penses of $67,600,(MX). This  is a $589,000 in crease in the  cur ren t limi tation on 
adm inis trat ive  and  $5,012,000 more for non adm inis trat ive expenses. The in­
creased limi tations  will provide funds for about 500 new jobs to handle the  in­
creasing work, most of them in the field offices. The agency had requested an 
18-percent increase for  1962, but the workload does not  wa rra nt  an incre ase of 
this magnitude .

JU STIF IC A TIO N

The Fede ral Housing Administ ration non adm inis trat ive  budget for fiscal year 
1962, as originally presented, requested  an 18-percent increase in operating  ex­
pense limitation , for an estim ated 16-percent increase in insurance init iation 
.workload, and a 57-percent increase in in surance claims  and property acquisi tion 
workload.

Impor tan t developments have occurred since the  original estimates were pre­
pared. Some of  these were discussed with  the  House Independent Offices Ap­
prop riat ion Subcommittee at  hearings.  Others are  more recent. Taking all 
of these developments into account, some of them having  the effect of increased 
expenses and some of them having the effect of decreases, it now appe ars that  
a nonadminist rative limitat ion of $61.3 million is the least that  should be au­
thorized if FHA is to be in position to provide the  minimum of service paid  for 
by home buyers and if FIIA is to discharge adequately its role in the housing 
market. This  would be $1 million less tha n originally  requested but $3.3 mil­
lion more than  the House lias  allowed.

The revised estimate of $61.3 million would provide  an 11.2-percent increase 
in insurance  init iati on expense to cover a 15.2-percent increase in unit applica­
tions  for mortgage insurance , and would provide a 32.2-percent incre ase in 
main tenance and settl eme nt expense princ ipally to cover a 134-percent increase 
in mortgage insurance claims and property acquisitions.

The following pages outl ine more fully the  workload and expense changes 
lying behind the revised  reques t and expla in the differences in cost as compared 
wi th ear lier  years.
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BAS IS OF ORIGINAL REQUEST

The fiscal 19 62 nonadm inis trat ive budget  for  the  F ederal Housing  Admin istra­
tion expressed the  need for an exi>ense lim itat ion  of $62.3 million, 18 percent 
more tha n the  $53 million (includin g Pay  Act supp lem enta l) ava ilab le for  the 
cur ren t fiscal year.  As pr esente d to Congress in Jan uary,  this  budget was based  
upon the following a ssu mp tions:

1. Th at 1 mi llion un it application s for mortg age insuranc e would be rece ived in 
fiscal 1962. Thi s would be 16 i>ercent above the  860,(MX) then expecte d to be 
received in the cur ren t fiscal year. As thi s fiscal yea r draw s to a close, un it 
appli cations being received have risen  to a seasonally  adj ust ed ann ual  ra te  of 
about 873,000. (As demo nstra ted by the  seriously backlogged condit ion of the  
FHA field offices, this  ra te  of receipts is more tha n 20 percent above FHA ’s ca­
paci ty to process properly and pro mp tly; and supplemen tal expense  autho riza­
tion lias been requested in H. Doc. No. 162 to alle viat e the  situ ation insofa r as 
possible this late  in the  year .)

2. Th at 150,000 fee a ppr aisal assign ments  (fe e services  by outsid e indep endent 
appra ise rs)  costing $3 million would be used in fiscal 1962 dur ing peak periods 
to avoid excessive add ition s to the FHA perm anent staff. (Un der  the  curre nt 
lim itat ion the Agency has  h ad to almos t elim inat e the  use  of such fee servi ces.)

3. Th at insu ranc e claims and prop erty  acqui sitions resu lting from mortgage 
defaults,  foreclosures, and  insu ranc e claims, the  rat es of which alre ady  had 
multiplied many times beyond all ear lier estim ates,  would cont inue  to rise 
sharply . Speaking of one- to four-family propertie s only, which represe nt the  
gre ater portio n of this class of work, the esti mat e made in Janu ary was for 9,000 
in the curre nt yea r (alth oug h this year’s budget  had  been based upon about 
3,000) and for 12,000 in fiscal 1962. This  would be a 33%-percent incr ease  on 
top of a 3(X)-percent increase in workload th at  had  alre ady occurred withou t 
any corresponding  incre ase in expense auth oriz atio n.

Thus, as presented, the  request for an 18-percent increase in expense au tho r­
ization, fiscal 1962 over 1961, was based upon a 16-percent increase  in un it app li­
cations (with  $3 million for the resum ption  of fee app rais al serv ices ) and  a 
•400-j>ereent increase  over the funded level of claims  and prop erty  workload . 
Revisions at time of House hear ings

By the time of hea ring s on the FHA budget in the  House of Represe ntat ives  
on May 8, the more recent tren ds indicated cer tain  significant chang es in the 
above ass um ptions:

(1 ) Although improvements in the  housin g market were producing abou t the 
expected incre ases  in applic ation s for mortg age insu rance on exis ting  homes, in­
sured mortgage sales on new homes were not increasing as rapidly  as had been 
forecast las t Jan uary.  Accordingly, at  the hea ring  the FHA Commissione r 
presen ted a downw ard revision of 25,0 00 in tota l uni t a pplicatio ns for fiscal 1962, 
I>ointing out as he did  so, however, th at  t he $750,(XX) in cost th at  would be avoided  
by this  development would be offset by f ur ther  increa ses in costs att rib uta ble  to 
even gre ate r increa ses in claims and prop erty  acquis itions tha n had  been fore­
cas t previously.

(2 ) At the  time of hea ring  the home mortg age claims received and prop ertie s 
acquir ed dur ing the cur ren t year alre ady  had fa r surpassed the esti mat e for  the  
whole yea r to an ext ent  indica ting a new tota l of nearl y 13,000 for the cu rre nt 
year. The then  curre nt rat e of acqui sitions and claims, toge ther  with the ra te  
of default s from which future  acqui sitions and claims will come, dic tate d an 
upwa rd revision of the 1962 estimat e from 12,000 to 16,000, a fu rth er  incre ase of 
33%  percent , over and above the previously estimat ed increa ses of 400  perc ent 
beyond the level th at  the  agency has been budgeted  to handle . It  was this fu r­
the r one-thi rd increa se that  indicated the  need for an additional expense  au ­
thor izati on of $750,000, offsetting the reduce d rise in new app licat ions  for  
mortga ge insu rance .

Developments af te r House hearin gs and appeal for  res tora tion
The House committee  recommended and the House approved a cut of $4.3 mil­

lion, or 7 perce nt from the requested amount. For reasons which will be ex­
plained  below, it is believed possible to absorb $1 million of the  recommended 
reduction , but  it is urgen tly necessary to requ est th at  the  remainin g $3.3 mil­
lion be restor ed. Several  facts ent er into  this  deter mination , some of them not  
known a t the time of  hearings in the House.
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(1) With the ra te  of un it applications  received on the  upturn  and with  
market conditions and the general sta te of the economy improving, the agency 
can see no basis for reducing this  estimate of volume more than  ano ther 25,000. 
This  would mean a tota l of only 950.000 u nit  applicatio ns in 1962, near ly 125,000 
less than were received in fiscal 1959 and only 77.000 above the current season­
ally adjusted annua l r ate as  the agency and the economy emerge from a bad year. 
In fact, allowing for the  inescapable costs of handling the claims and property 
acquis itions at the  now evidently understated  level presented to the committee, 
the expense author izat ion remaining out of the amount recommended by the 
House would pay for an insurance processing sta ff comm ensurate with  a volume 
of only 835.000, which is 38,000 less than the current rate .

Thus, it is fe lt that  950,000 is  the lowest level of new business that  the agency 
should be equipped to handle . This would be 50.000 less than the  original est i­
mate, representing $1.5 million that  could he cut from the budget.

(2) However, in recent weeks the ra te  of claims and prop erty  acquis ition 
again  has exceeded even the revised estimate of th at  date . It  now is evident 
th at  nearly  14,000. ra ther  than 13.000, home uni ts will have been acquired this 
yea r and it would now be necessnry to add at  leas t ano ther 1,000 to the estimate 
for  1962, despite  the fac t that  the ra te  of increase  s till is expected to slow down 
lat e in that  year.

Thus, at  this time, based upon the la tes t fact s, home acquis itions and claim s 
will have reached more than 450 percent of the  budgeted level for the  current 
year.

Despite all that  could he done w ithin the  expense authorization available, the 
agency will end this fiscal y ear  nearly  a year  behind schedule in the issuance of 
deben ture payments in response to insurance claims: and this  represents nearly 
$100 million of private-ind ustry money th at  otherwise could be a t work in the  
economy.

Similarly, the  new es timate of 17,000 home acqui sitions f or 1962 would be more 
than 550 percent above the  presently budgeted level. This  late st addit ion of 
1.000 to th at  estim ate represen ts $250,000 in operating  expense requi rements not 
here tofore kno wn; and this  would be in addit ion to the $750,000 a ttribut abl e to 
the  4,000 revision in the  1962 acquisitions alre ady  discussed with the committee, 
thu s making $1 million beyond the original est ima te needed for acquisition and 
claim work in 1962, over aga inst  the reduct ion of $1.5 million that  could be 
rela ted to the lower estimate of new applications for insurance.

(3) With the lower est imate  of unit applications for fiscal 1962, it  now would 
appear feasible to reduce the estim ate of fee-appraisal services to be used, from 
150,000 to 100,000 at a net  saving of $500,000.
Sum mary of feasible deductions and necessary  addit ions

Thus, the $1.5 million that  could be cut f rom the  nonadminist rative budget as 
a result of a reduced estimate in the expansion of new business would be offset 
to the extent  of $1 million by the  necessary increase  in the  estimate of acquired 
propertie s and insuranc e claims, leaving $500,000, to which can be added $500,000 
from fee-appraisal  services, for a net reduct ion of $1 mil lion, which it is believed 
could be susta ined  withou t undue risk to sound oi>erations and service. 
Comparison with earlier years

While the amount requested  for the fiscal year 1962 may seem high in rela tion 
to ear lier  years, it  is  pointed out  th at  the cost of FHA fee appraisals and of fee 
services used by mortgages under the certified Agency program now must  be 
charged  against  the FIIA operating expense l imita tion.  Pr ior  to 1961 they were 
not so charged and did not appear  as FHA operating  expenses. Equally impor­
tant  is the cost of the tremendously  increased  workload in insurance claims and 
property  acquisitions. In addit ion, there have been significant increases in costs 
resu lting from the pay raise of 1961 and from increased per mile compensation 
for  official travel and othe r facto rs.

The table  below compares the  1962 estimated  expense with  the actual expense 
for  fiscal 1959, th e las t year in which a similar  volume of applications for mort­
gage insurance was received:



INDEPENDENT OFFICES APPROPRIATIONS, 19 62

Fiscal yea r 1962 nonadminist rative estimate. 
Fiscal year 1959 nonadminist rative expense..

Difference to be accounted for.

499
In  millions
__ $62.3
__  45.9

16.4

Differences in fiscal year 1962 costs :
Cost of pay ra ise ________________________ - ___________________
Addit ional  personnel benefits (mainly hea lth  insuran ce)----------------
Increase in per mile travel allowance------------------------------------------
Fee app raisal s 150,000 (not  fo rmer ly charg eab le)--------------------------
Reserve for  fees under certified Agency program (no t formerly

cha rge abl e)_____________________________________ __________
Increase d main tenance and sett lement expense (costs of higher levels 

of insuranc e in force, claims, and  acqu ired propertie s not reflected  
in above ite ms)____________________________________________

Total_____________________________________________________  13.5

Difference not accounted for  by adjus tment---------------------------------------  2. 9
Thus, when adjustment is made for  purposes of comparison, the  fiscal 1962 

estimate of $62.3 million was the  equivale nt of only $2.9 million above the 1959 
level, a difference allowing for  the qua lity  and promptness of processing that  
was  not possible under the seriously understaf fed conditions of 1959.

As now revised on the basis of the new fo recasts  of volume fo r 1962, discussed 
above, the amount now requested, $61.3 million, is only $1.9 million  above the 
1959 level.
Conclusion

Fac ts in support of the budget request as revised  a t the time of House hearin gs 
are reflected in the  record  of those hea ring s and in the just ification prese nted 
ear lier . With respect to the furth er  adjus tment  of workload  estimates justi fied 
by developments since the House hear ings  and discussed  herein , three atta che d 
tables are  presented, one showing the trend of d efaults  and acquisitions, ano ther 
showing the  trend of uni t appl ications for  mortgage insurance,  and  the  third  
summ arizing the revisions of the nonadm inis trat ive  budget  estimates since the 
orig inal submission to Congress.

For the reasons outlined here, the res toration of $3.3 million of the  $4.3 million 
cut  by the House, making  a  fiscal 1962 nonadminis trat ive expense auth oriz atio n 
of $61.3 million, is r espect fully requested.
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Defau lts and property  and mortgage acqu isitions

C a le n d a r  y e a r:
1957 ................
1958 ................
1959 ................
1960

F is ca l y e a r  1961 
b y  m o n th :

J u ly _______
A u g u s t____
S e p te m b e r .
O c to b e r____
N o v e m b e r . . 
D e c e m b e r .. .
J a n u a r y ____
F e b r u a r y . . .
M a rc h _____
A p r il _______
M a y _______

1- t o  4 -f am ll y  h o m es M u lt if a m il y  h o u s in g

T o ta l
d e fa u lt s

P r o p e r ty  a c q u is it io n s R a t io  o f a c q u is it io n s  to  
m o rt g a g e s  i n  fo rce

P r o p e r ty  a n d  m o rt g a g e  
a c q u is it io n s

T o ta l “ 203 ” T o ta l “ 203” P ro je c ts U n i ts

10 ,333 2,65 7 910 0. 00 12 0. 00 05 68 4,2 8614,45 5 2,2 71 1,32 8 .0 00 9 .000 6 73 6, 72016 ,970 3,61 3 1,82 8 .001 3 .000 7 76 6,9 2626,86 1 7,114 5,0 82 .002 4 .001 9 118 10 ,441

21 ,260 446 350 .0 01 8 .001 6 5 14821 ,883 643 530 .002 6 .002 4 13 1,1 3022 ,4 70 703 485 .002 8 .002 2 7 1,0 3123 ,674 509 390 .002 0 .001 8 8 1,1 4124 ,714 807 590 .003 1 . 0026 17 2,28 126 ,861 1,17 8 988 .004 6 .004 4 10 1, 27928 ,555 1,17 5 968 .004 5 .004 3 3 28430 ,463 1,375 1, 11 0 .005 3 .004 9 20 2,5 6932 ,095 1,45 4 1,2 51 .0 05 0 .005 5 6 36 0
33 ,4 90 1,51 7 1, 15 8 . 0058 .0051 7 984> 33 ,5 00 > 1,47 0 • 1,24 0 .0 05 6 .005 4 6 22 3

1 P re li m in a ry .

Uni t applications  received, fiscal year 1961

H o m e m o rt g a g es
T o ta l

p ro je c t
m o rt g ag es

T o ta l  
p ro je c t 

a n d  h o m e  
m o rt g a g e s  1

S e a so n a ll y
a d ju s te d

ra teN e w E x is ti n g T o ta l
S ea so n a ll y
a d ju s te d

ra te

J u ly ........................... 19 ,637 38 ,199 57 ,8 36 69 3,00 0 6,5 99 64 ,4 35 77 2, 00 0A u g u s t...................... 22 ,9 13 43 ,684 66 ,5 97 69 5,00 0 7,95 6 74 ,553 790 , (XX)S e p te m b e r .............. 20 ,113 38 ,786 58 ,8 99 688, (XXI 4,27 6 63 ,1 75 739, 000O c to b e r__________ 18 ,345 36 ,663 55 ,0 08 690, (XX) 8,53 2 63  ̂540 79 2, 00 0N o v e m b e r .............. 14,7 71 33 ,815 48, 586 70 3,00 0 6, 525 55 ,11 1 78 1,0 00D e c e m b e r_______ 13 ,170 27,831 41,00 1 703, 000 8,08 8 49 ,0 89 800,0 00J a n u a r y ............. .. 14 ,34 7 33 ,233 47, 580 722, (XX) 8,2 45 55 ,825 821,  0 09F e b r u a r y ________ 16, 884 36 ,782 53, 666 707, 000 6,47 2 60 ,138 785, (XX)M a rc h ............ .......... 23 ,969 50,24 9 74 ,218 74 9,00 0 8,07 1 82 ,2 89 846^ 000
A p r i l .......................... 20 ,779 47 ,393 68 ,1 72 762, 000 4. 396 72 ,568 815 ,0 00M a y ____ _____ _ 23 ,877 57 ,098 80 ,9 75 783, (XX) 7,46 8 88 ,443 873  no nJ u n e  ( e s t im a te d ) . 25 ,1 95 59 ,267 84 ,4 62 86 0,00 0 7,37 2 91 ,8 34 950; 00 0

T o ta l ............ 23 4,00 0 50 3,0 00 73 7,00 0 84 ,0 00 non

1 E x c lu d e s  4 ,50 0 b e d s  u n d e r  s e c ti o n  232.



Su
m

m
ar

y 
of

 d
ev

el
op

m
en

ts
 o

n 
no

na
dm

in
is

tr
at

iv
e 

bu
dg

et
 e

st
im

at
es

, 
fis

ca
l 

ye
ar

 1
99

2

U
ni

t 
ap

pl
i­

ca
tio

ns
 

re
ce

iv
ed

Fe
e

ap
pr

ai
sa

l
as

si
gn

m
en

ts

Pr
op

er
ty

 a
cq

ui
si

ti
on

s
R

es
er

ve
 f

or
 

C
A

P
To

ta
l l

im
ita

­
tio

n,
 in

 
m

ill
io

ns
R

em
ar

ks
1-

 to
 4

-f
am

ily
 

pr
op

er
tie

s
M

ul
tif

am
il

y
un

its

O
rig

in
al

 e
st

im
at

e 
to

 C
on

gr
es

s 
..

1,
00

0,0
00

15
0,0

00
12

,00
0

8,
95

0
$8

00
,00

0
$6

2.3
R

ev
is

io
n 

m
ad

e 
du

ri
ng

 H
ou

se
 

he
ar

in
gs

.
97

5,0
00

15
0,0

00
16

,00
0

8,
95

0
80

0,0
00

62
.3

Th
e 

re
du

ct
io

n 
of

 2
5,0

00
 u

ni
t a

pp
li

ca
ti

on
s 

w
as

 o
ff

se
t 

by
 th

e 
in

cr
ea

se
d 

co
st

 (
$7

50
,00

0)
 r

es
ul

tin
g 

fr
om

 t
he

 i
nc

re
as

e 
of

 
4,

00
0 a

cq
ui

si
tio

ns
.

Ef
fe

ct
 

of
 

H
ou

se
 

A
pp

ro
pr

ia
­

tio
ns

 C
om

m
itt

ee
 r

ec
om

m
en

­
da

ti
on

.

83
5,0

00
15

0,
00

0
12

,0
00

8,
95

0
80

0,0
00

58
.0

H
ou

se
 a

ct
io

n 
w

ou
ld

 
pe

rm
it

 i
ni

tia
ti

on
 o

pe
ra

tio
ns

 a
t 

le
ss

 
th

an
 t

he
 c

ur
re

nt
 r

at
e 

(8
73

,00
0)

 a
nd

 t
he

 h
an

dl
in

g 
of

 o
nl

y 
12

,00
0 

1-
 to

 4
-f

am
ily

 a
cq

ui
si

ti
on

s.
Pr

op
os

ed
 a

pp
ea

l t
o 

Se
na

te
...

...
...

95
0,0

00
10

0,
00

0
17

,00
0

8,
95

0
80

0,0
00

61
.3

U
ni

t 
ap

pl
ic

at
io

ns
 

de
cr

ea
se

d 
by

 5
0,0

00
, 

co
st

 
—

$1
,5

00
,00

0; 
cl

ai
m

s 
in

cr
ea

se
d 

by
 5

,00
0 

ca
se

s, 
co

st
 +

$1
,00

0,
00

0;
 a

nd
 a

 
cu

tb
ac

k 
of

 5
0,0

00
 in

 f
ee

 a
ss

ig
nm

en
ts

, 
ne

t c
os

t 
—

$5
00

,0
00

.

INDEPENDENT OFFICES APPROPRIATIONS, 19 62 G
n o



502 INDE PENDENT OFFICES APPROPRIATIONS, 196 2

F ederal  H ou sin g Adm inist ra tio n

Mr.  W eaver. The las t amend ment which we hav e to  recommend 
concerns  the  nonadm ini str ative  expense  lim ita tio n fo r the  Federal  
Ho using  Ad minist rat ion fo r next yea r. The budget est imate  of 
$03,300,000 was reduced by the Hou se to  $58 million. We are  re que st­
ing  the  Senat e to increase the  lim ita tio n to $61,300,000—an increase 
of  $3.3 mil lion  above the  am ount allowed  by the House, bu t a de­
crease  of $1 million from  the orig inal estimate.

I would like  to  sta te brief ly the  reasons fo r the pro posed resto ra­
tion and , then , you may wish  t o discus s wi th Com missioner H ar dy  the 
addit ion al detai ls in s up po rt o f our  recommendation.

Fi rs t, the F H A  is f aced  with  a ris ing volume of  defau lts  an d claims. 
The sit ua tio n is not serio us in prop or tio n t6 the to ta l volume of 
mortgage  insu rance, or in ter ms  o f FH A  reserves. Bu t it  is a heavy 
burde n fo r the  staf f t hat  was no t con tem pla ted  in the  budget request. 
I t  involves cu rin g defaul ts, if  possible, the  issuance of deb enture s in 
paym ent of claims, and  the  ma nageme nt and sale  of prop ert ies  th at  
mu st be acq uired.

Second, many of the  FH A  insurin g offices are  ser iously back-  
logged  at  the  pre sen t time.  Natural ly , we hope  th at  th e ind ica ted  
up tu rn  in housing co nst ruc tion  will con tinu e and th is will br ing more 
mo rtgage  insura nce  business into these same offices. They need staff 
rel ief  to p rov ide  fo r prom pt  an d efficient processing.

Mr.  Magnuson. Commiss ioner  H ar dy  also has  a pr ep ared  sta te­
ment which we w ill inclu de in the record  in ful l, and the n he can tell  
us a bou t it.

(The  sta tem ent r efe rre d to  fo llo ws:)

Stat ement  of N eal  J . H ardy, Com mi ssione r, F ederal  I Iousino Adm inist ra tio n

Mr. Chairman and members of the committee, I am grateful for the oppor­
tunity to discuss our budget requirements with you and explain the amendment 
we are requesting in the action taken by the House on our nonadministrat ive 
budget limitation for the fiscal yea r 1962.

It  is in the nature of FHA's business tha t our workload shifts and fluctuates 
radically and rapidly from month to month and year to year, especially in 
times of economic change. There have been several significant changes since 
our budget was submitted for this year. One of these changes is the sharp  in­
crease in claims and the attend ant workload of default servicing, issuance of 
debentures in payment of the insurance claims, and the management and dis­
position of properties acquired as a result  of such claims. While this increase 
in claims is not in any sense alarming in relation to our insurance in force 
or the insurance reserves of the Federal Housing Administration, it is a very 
heavy increase in workload which was not anticipated  in the budget estimate. 
On the other hand, while there has been an overall increase in the volume of 
applications for mortgage insurance, applications for new homes have not kept 
pace with the increase in other types of applications, and as a result we feel 
warran ted at  this time in a downward adjustm ent in our budget estimate  for 
this phase of the work. The net effect of these changes is a reduction of $1 
million from our original nonadministra tive expense estimate of .$62,300,000 for 
the fiscal year 1962.

I recognize, of course, tha t our 1962 nonadministra tive budget is a substan­
tial  increase over the budget for the current year or for other years in the 
recent past. Our justification explains these differences in terms of rising 
workload, pay increases, and other rising costs which make our request for 
the fiscal year 1962 in fact comparable to those of other recent years. In 1959, 
for example, $5,660,000 worth of fee apprais al services was used by FHA, and 
the equivalent of more than $675,000 of fee services was used by certified 
agency lending institutions  in behalf of FHA (or  a total of more than\$6,335,000
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in outside services) at  no charge aga inst the  FHA expense limi tation. Appro­pria tion  act  language now requires that  all such fees be charged again st our  expense limi tation. As originally estim ated  this would have mean t $3,800,000, and as now estimated $3,300,000 in fiscal 1902.

The Government-wide pay increase of las t year accounts fo r another  $3,200,000 of increased costs over ear lie r years. The employee heal th insurance provisions and rela ted personnel benefits account for  ano ther $700,000 of increased annual costs.
An increase in the  mileage reimbursement for official automobile travel  rep­resen ts a difference of ano ther $300,000 in operatin g expenses. Rising costs of supplies and equipment re sul t in additional minor differences.
The most significant difference of all, however, is an increase of $5,500,000 attr ibu tab le to servicing the  increas ing volume of insurance in force, the sett le­ment of rapidly risin g insuranc e claims, and the  att endant property acquisition  and disposit ion activ ity. All of these fac tors  are  separa te and dis tinc t from the processing  of appl ications for mortgage insurance.  Mortgage insuranc e ap­plica tions  have been rising and are  expected to be substan tial ly gre ate r nex t year  than in the curre nt fiscal year.
Moreover, we are  seriously backlogged at  the  present time, both in the  pay­ment of claims and the processing of mortgage insurance applica tions. As of las t week our field offices, on the average, had accum ulated  nearly a month’s backlog of in surance applications awaiting processing. Several offices, using all of the full-time , overtime,  and part- time help that  we could afford, had from 5 to 9 weeks of new applications on hand. This  means  t ha t builde rs are  having to wai t from 30 to 60 days to star t construction  and put  people to work on their  projects because we canno t process the ir appl ications and issue insuranc e com­mitments enabling them to secure advances of construction fund s any sooner. It  means that  sales of exis ting homes are being held up simi larly  and that  home buyers are  not getting the  service from us th at  they are  paying  for  and have every rig ht to  expect.
Moreover, in our insuranc e settlement activ ity, we are nearly a year behind schedule in the payment of insurance claims, tying  up priv ate funds that  other­wise could be at  work in the  economy. We are  unable to atte nd promptly and proper ly to the propertie s being acquired in ever-increasing numbers—proper ties now representing an  inves tment of about $500 million.
Let me summarize in closing our tota l revised request. Our justi ficat ion has requested restoration  of $3,300,000 of the  cut made by the  House. This  would make a tota l nonadm inis trat ive budget of $61,300,000, and would provide an11.2- percent increase in insurance initi ation expense  to cover an estim ated15.2- percent increase in un it applications  for mortgage insurance. It  would also provide a 32-percent increase  in main tenance and settlement  expense mainly  to cover a 134-percent incre ase in insurance claims and property acquisi tions.We are not requesting any adjustm ent in the  House actio n on our adm inistra­tive  expense budget.
Thank you.

LIMI TA TION  ON NON ADM INIS TRA TIVE EXPENSES

Senator Maonuson. Fo r the record, on page 48, line 19 of the hill, 
you ask for an increase of $3,300,000 above the amount allowed by 
the House, which was a decrease of $4,300,000 in your estimate in 
this  parti cular field. That is the limitation on nonadministrative expenses.

CHANGE S IN  ESTIM ATE

Mr. Hardy, your statement is in the record, but you tell us about 
this briefly.

Mr. Hardy. Yes sir. The easiest way I can summarize—the 
changes tha t have been made stem directly from antic ipated workload 
next year. We have revised downward the expected appl ications for 
mortgage insurance to a figure of 950,000 as compared wit h an initial 
estimate when this budget was prepared of 1 million.
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We feel th at  th is  reduct ion  makes sense in terms  of the gen era l 
level of  un it app lications which we are  now rece iving, which on a 
seasonal ly ad jus ted  basis  are  now ru nn ing at  abo ut 950,000. Th is 
would reduce  th e budget by $14/2 mi llion. We have, however , ha d to 
revis e upwa rd , on the basis  of act ua l experience du rin g th e cu rre nt  
fiscal year,  our estimate as to the acq uis ition of prop ert ies  and the  
insu rance claim s which  we will  have to p ay.

PROPE RTIES ACQUIRED THR OU GH  DEFAULT

We  are  now go ing  to end th is  fiscal year,  havin g acq uired some 
14,000 p roperti es------

Sena tor  Magnuson. I s thi s exclusive of the  VA ?
Mr. I I ardy. Yes, t hat  is correct, s ir.
Sena tor  Magnuson. The y hav e th ei r own problem  in  th is  field?
Mr.  H ardy. Tha t i s rig ht.
Wh en the budget was firs t pr ep ared  we estimated, if  I recall cor­

rec tly , we wou ld acqu ire only  3,000 home propert ies  du ring  th is cu r­
re nt  f iscal yea r. In  t he nex t fiscal year,  f or  which th is budget is e sti­
mated , we now es timate-----

Sena tor  Magnuson. Well now, fo r the purpo se of the record  here , 
because we are  interested in thi s, 14,000 is your  est imate  fo r next 
year?

Mr. H ardy. No, fo r th is cu rre nt  yea r. I t is 17,000 fo r next year.
Sena tor  Magnuson. For  ne xt yea r. H as  this  co nstan tly  been mov­

ing  up, t hi s figure  ?
Mr. H ardy. Yes. There  is a tab le which  is att ached to the ju st i­

ficat ion whi ch will give it  to you  at  a glance, on pag e II —11.
Sena tor  M agnuson. Yes, I  see. That  is in the  record.
Mr.  H ardy. I t  shows the  de faul ts fo r 1957, 1958, 1959, and 1960 

an d by m onths  fo r th e cu rre nt  fiscal y ear.
Sena tor  Magnuson. W ha t success  are you h av ing  in sal vagin g these 

places in the  way of refinancing  or resale or  any oth er way ?
Mr. H ardy. Pr op er ty  dispos ition is mo ving ahead at  a good rat e, 

sir , an d reserves a re qui te adequate  to t ak e ca re o f such losses as  may be 
inc urred  in conn ectio n wi th the resa le or  ref inancing of  pro per ties. 
We  o bviously  hav e a much la rg er  workload  t han the agency has  ever  
ha d in th e pa st.

Se na tor  Magnuson. Th is is in  F II A  ?
Mr. H ardy. That  is co rrect, sir .

PERCENTAGE OF LOSSES SUSTAIN ED BY GOVERNMENT

Se na tor  M agnuson. Can  you pu t in the reco rd wh at  perce nta ge  of 
losses the  Government  has  sus tain ed,  ove rall , in the program ?

Mr.  H ardy. I wou ld be g lad  to supp ly it,  s ir. I t  is much less th an  
1 percent .

(See la te r sta tem ents.)
Se na tor  Magnuson. Tha t is wh at  we want. We  wa nt th at  figu re 

because we will be asked th is w hen we ge t t o th e floor , ju st  how much is 
the Gover nm ent  losing, or  how stable  has th is  prog ram been, despi te 
the fact  th at  t he  foreclosures  a nd  rec laiming  have gone up.
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Mr. II ardy. That  is correct. I t  s til l rep res ents only a very mod est 
am ount in re la tio n to the  to tal  and showed  lia bi lit y whi ch is ou t­sta nding .

Se na tor  Magnuson. Yes.

TOTAL DEFAULTS

Sena tor  Allott. Looking  at  your  ch ar t on p age  H - l l ,  in  o rd er  t hat 
I am sure  that  I in te rp re t th is co rrectly , these l igures in t he  firs t co lumn 
are  cumula tive ?

Se na tor  Magnuson. To tal  defau lts .
Sena tor  A llott. In  J uly  the re were no t 21,260 to ta l de faul ts?
Mr. H ardy. Tha t is cum ulative . N o; these w ould  be th e num ber of 

de faul ts in exis tence  at  the  end of  the  year .
Se na tor  Allott. A t th e end of  the ye ar.
An d then yo ur  J ul y,  August, and so fo rth will be cumu lat ive  as of th at  time?
Mr. H ardy. Yes ; as of th e end  of each month.
Sena tor  Allott. Th is  column does no t represen t new de fau lts , th en ; 

it  is cum ula tive of all  up  to th at  time?
Mr.  H ardy. Ju st  the  num ber  out sta nd ing as o f the da tes.

RATIO OF A CQ UISIT ION S TO MORTGAGES I N  FORCE

Sena tor  Allott. That  would show,  as it  may  the n, in the  ra tio  of 
acquisi tion s to mo rtgages in force, you  wou ld have a to ta l of  f ifty -six 
ten -th ousan dth s ?

Mr.  H ardy. That  is correct.
Sena tor  Magnuson. On e-h alf  of 1 perc ent .
Se na tor  Allott. An d th at  is in  the l-to-4  fam ily .
Sena tor  M agnuson. You have  broken  th is  down as to pro jec ts and 

units , which  is th e homes and which is the p rojec ts ?
Mr. I Iardy. We ll, on your  l-to -4 fam ily  homes, you  have yo ur  ac ­

qui sitions  unde r the  co lumn  headed  “ Tot al ” which gave you  fo r 1960, 
fo r example, 7,114, a nd  then by mo nth s th ro ug ho ut  th e year.  Und er  
your  m ul tif am ily  h ous ing , we have giv en you pro jec ts with bo th  p ro j­
ects a nd  un its  included.

Se na tor  Magnuson. In  the p roject s?
Mr. H ardy. T hat  is rig ht.  Ta king  the  figu re fo r May , we ha d 

acquire d 6 projec ts fo r a t ota l of 223 uni ts in those 6 projects . I t  is  a  
much more er ra tic  tre nd  line, as you can  see, on the pro jec ts. Th ere  
are  n ot  very many,  so t he  figures jump  about a bi t by months.

Se na tor  Allott. Well  then,  in  yo ur  second colum n o f figures, w here 
you  get down to fiscal yea r 1961 by  m onth,  these figures her e r ep resent  
new  acq uis itions t hat  mo nth  ?

Mr. I I ardy. Tha t is co rrect, sir.
Senator  Allott. And  they are n ot  cu mu lat ive  as the f irst  column is ?
Mr. H ardy. Tha t is rig ht .
Sen ator  Allott. Th  an k you.
Mr. II ardy. I hav e here , if  I may  ins ert  it  at  thi s po int------
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REFINANCIN G PROBLEM

Senator  Magnuson. I  wanted to ask th is,  too. On some of these  
un its , like  t he  one we were disc uss ing  the  othe r day , the  pro spects  of 
ref inancing become sort of rem ote  w here you  h ave  a dif ferent  i nte res t 
rat e?

Mr. H ardy . Th is  is correct, si r. In  a case of  th is so rt w here a p ro p­
erty, fo r example, is acqu ired a nd  ma y have  an o ld m ortgage  at  a low- 
intere st rat e, unques tionably  in terms  of  its  resale, if  it req uires re ­
financin g as most of  them  wou ld, we probably would have to sell it. 
We alw ays  sell on a bid basis  b ut  th e bid , in figure, at  a high er  m or t­
gage int ere st rat e, wou ld p rob ably mea n a  loss on the  p rope rty . I  can 
give  you, if  you  wish, the  figu re her e now on the  to tal  cum ula tive 
losses.

Sena tor  Magnuson. Al l r ight .

FHA Loss  Experience

Mr.  H ardy . As o f Ju ne  30, 1960, we h ad  w rit ten  alm ost  $64 bil lion 
wo rth  of  in suranc e, of which $32 b illi on was  stil l o uts tan din g. Losses 
amoun ted to $139 m illion or  twenty- two h un dred ths o f 1 p ercent .

Sena tor  Allott. Tha t is cu mu lat ive  as of Ju ne  ?
Mr. H ardy . Cu mu lat ive  from  the ve ry beg inn ing .
Sena tor  Magnuson. Of  course, we are  a t a point now where some 

of the  mortgages  are  being paid off in fu ll,  and  we are  star ting  to make 
th is cycle?

Air. H ardy . That  is rig ht . That  is evidenced  by the  fact  we now 
hav e ou tst an ding  just a lit tle  more than  ha lf  of the  to ta l wh ich  has  
been w rit ten .

FIIA Backlog in California

Sena tor  M agnuson. The Se na tor  fro m Ca lifornia  has  sen t a le tte r 
to me in whi ch he says he has rece ived rep eat ed com pla ints about the 
delay in processing app lications wi th  th e FH A  because of  the  large 
backlog  of  cases accumulated th roug h personnel sho rtag es. He says  
there hav e been ma ny  instances  where d esired  impetus to  local  economy 
has been denied. He  says delay s in the  processin g o f appli cat ion s run 
fro m 60 to  90 days. He  sa id :

I wish to bring  you r attention to the comment of a leading member of the 
rea l estate  indust ry in one Cali fornia city who takes  the  view that  the  use 
of hired  fee app raiser s is the most  economic means of reducing FHA backlog.

Then he quotes the  let ter . I  wil l ju st  g ive  this  to you and you can 
pu t i t in  the  record w ith  some answe rs.

Now unless you hav e someth ing  to add , we will pu t yo ur  s tatem ent 
in the record  in fu ll.  And we hav e requ ested ce rta in  figures and we 
wil l keep the  reco rd open.

We would like  to ge t th is done  th is week because we want  to ge t this  
bill on th e floor.

Mr.  F rantz. Senator , did  I  un de rst an d you wa nt  the le tte r and  a 
comment on it  in the  record ?

Se na tor  M agnuson. Well  I  t hi nk  yo u can  send a com men t to me as 
chairma n. Th ere is no use c lu tte rin g the record.

Mr.  F rantz. All r igh t.
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Se na tor  Magnuson. He  is a mem ber of  the App ropr ia tio ns  Com­
mittee b ut  he  could no t be  here tod ay  because we have heari ngs goi ng 
on all  over the  buildin g.

All rig ht , if  th ere is n oth ing  fur th er , we t ha nk  you gentlem en. We  
got th roug h th is  mo rning and you won’t hav e to be back  th is  af te r­
noon.

Committee R ecess

We will recess u nt il tom orro w a t 10 a.m., a t which time  we will  have  
the Fe de ral Aviati on  Agency.

(W hereu pon, at  12:20 p.m., Mo nda y, Ju ne  19, 1961, the com mit tee 
recessed t o reconvene at  10 a.m., Tuesd ay,  Ju ne 20, 1961.)
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U.S . Senate ,
Subcommittee of the  Committee on A ppropriations,

IF as hing  ton, D .C.
The  subcom mi ttee met a t 10:05  a.m ., purs uant to  rece ss, in  room  

F-3 7, U. S.  Cap ito l Bui ld in g,  li on . W ar re n G. M ag nu son (c hai rm an ) 
pr es id in g.

P re se n t: S en at or s M ag nu son,  Mo nron ey , A llot t, Sal to ns ta ll , S ch oe p-  
pe l, a nd  B rid ge s.

F E D E R A L  A V IA T IO N  A G EN C Y

STATEMENT OF NAJEEB E. HAIABY , ADMINISTRATOR, ACCOM­
PANIED BY ALAN L. DEAN, ASSISTANT ADMINISTRATOR FOR
MANAGEMENT SERVICES; CLARKE HARPER, BUDGET OFFICER;
OSCAR BAKKE, DIRECTOR, BUREAU OF FLIGHT STANDARDS; D. D.
THOMAS, DIRECTOR, BUREAU OF AIR TRAFFIC MANAGEMENT;
J. H. TIPPE TS, DIRECTOR, BUREAU OF FACILITIES AND MATE­
RIEL; J. D. BLATT, ACTING DIRECTOR, BUREAU OF RESEARCH
AND DEVELOPMENT; DR. J. L. GODDARD, CIVIL AIR  SURGEON;
G. W. HOBBS, DIRECTOR, BUREAU OF NATIONAL CAPITAL AI R­
PORTS; GEORGE C. PRILL, DEPUTY DIRECTOR, BUREAU OF
FLIGHT STANDARDS; BRIG. GEN. P. T. PREUSS, MILITARY AD­
VISER TO THE ADMINISTRATOR; AND R. B. MALOY, CHIEF, OF­
FICE OF INTERNATIONAL COORDINATION

A pp eal L etter an d J u st if ic a tio n

Sen at or  M agnus on. The  comm itte e wi ll com e to  orde r.
Tod ay  we ha ve  th e Fed er al  A vi at io n Ag en cy . F o r th e pu rp os e of  

th e reco rd, th e 1961 ap pr op ri at io ns we re $707,424,000. The  fir st 
bu dg et  es tim ate of  Jan u a ry  was  $716 m ill ion,  th en  th e am en de d 
bu dg et  t h a t cam e up  l a te r was  $744,300,000. The  Ho use recomm ended 
$723,500,000, wh ich  is, $16,076,000 ov er  th e 1961 ap pr op ri at io ns bu t 
$20,800,000 und er  t he  1962 est imate s. A nd  th e re stor at io n is $21,100,- 
000 wh ich  the D irec to r of  the Ag en cy , th e A dm in is tr at or,  wi ll di re ct  
hi m se lf  to.

W e wi ll put your le tt er an d th e ju st ifi ca tio ns , Mr . H al ab y,  in  th e 
reco rd  in  fu ll.

(T he  le tt er  an d ju st ifi ca tio n r ef er re d t o fo ll ow :)
509
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F ederal  Aviation Agency , 
Washington, D.C., June Ilf, 1961.

lion . Warren G. M agnuson,
Chairman, Appropriations Subcommittee on Independent Offices,
U.S. Senate, Washington, D.C.

Dear S enator M agnuson: Reference is made to your let ter  of Jun e 2, 1961, 
regarding  the action of the House of Represe ntat ives  on II.R. 7445, the Inde- 
I>endent Offices Appropriation  bill, as it affects  the  Fed era l Aviation Agency. 
This  bill, as approved by the  House, includes  $723.5 million in appropr iations 
for  the Fed eral  Aviation Agency, a reduc tion of $20.8  million from the $744.3 
million requeste d by the Presi dent . The House included in its allowan ce $6 
million to cons truct  a han gar  for  the additional Washingto n air po rt which was 
not forma lly requested but  is urgently needed and suppo rted by the  Agency. 
The House, therefore, reduced our reque st for othe r prog rams by $26.8 million, 
of which we request, in the  public inte rest , res tor ation of $21.1 million.

The fund s reque sted of the Congress for the 1962 fiscal year  were given the 
most careful review with in the executive branch and provision was made for 
only essen tial program s. I have reviewed the  prog rams and dollar levels pro­
posed for 1962, and believe th at  with limited except ions the  fund s requested 
by the Pres iden t are  needed if we are  to car ry out our  responsibili ties effec­
tively. For several programs  we believe th at  throu gh resourceful manag ement 
and program  adjustm ents  we can carry out our respon sibil ities with somew hat 
less than was originally requested.  It  is imp ortant, however, th at  we obtain 
the t otal  am ounts requested for restor ation .

To determ ine the effect of the House allowance on our 1962 programs and to 
comply, w here feasible , with  the  intent of the  House as stat ed in its  report, we 
have reexami ned our require ments.  We have concluded th at  we urgently  need 
the  restoration  of: (1 ) $12.6 million of the $13 million deleted for the opera ­
tions app ropr iatio n; (2 ) $5 million of th e $6  million reduced from the “Fac iliti es 
and equipme nt” appro pria tion  ; (3 ) $1.5 million of the $5 million deleted from the 
“Research and development” ap pro pri ati on ; an d (4 ) the $2 million d isallowed for 
“Civil supersonic ai rc ra ft development.” The levels of the appr opriations  ap­
proved by the House of “Construction and developme nt,” addi tiona l Washin gton 
Airp or t; “Operation and maintenance,” Wash ington  National  A irp or t; and “Op­
erat ion and main tenan ce,” Washington Natio nal Airp ort;  and “Operat ion and 
mainte nance ,” Dulles Int ern ationa l Airp ort are  adequa te to meet the requ ire­
ments of the  Agency.

In additio n, we requ est changes in the House  approved language of several  
appropriat ions.  The language of the “Operations” app ropr iatio n limits the  1962 
cost of the  avia tion  medical research progr am to $1.5 million and 120 positions. 
This  restr ictio n needs to either be eliminated  from the languag e or increas ed 
to $3 million and 150 positions. Of thes e 1 50 positions, 120 would be in our  Civil 
Aeromedical Resea rch Insti tu te  at  Oklahoma City, Okla. The “Fa cilit ies and 
equipm ent” app ropr iation langu age prohibi ts the  construction of a new fire tes t 
wind tunnel which is needed to reduce the haz ard s of ai rc ra ft fires. Addition ally, 
the languag e for “Operation and mainte nance ,” Wa shing ton National Airp ort and 
“Operat ion and main tenance,” Dulles Int ern ationa l Air por t need to be amended 
to authorize  us to buy two and three passenge r-carrying  vehicles, respectively .

operations appropriation

The request for the  “Opera tions ” app ropr iation was thoroughly screened  and 
found to be basica lly sound, well-conceived and reflecting the minimum needs 
to carr y out our cur ren t program . This  app ropr iatio n, which finances the bulk 
of the operation s of the  Agency, provides primarily  f or—

(1 ) The opera tion on a 24-hour daily  basis  of a natio nal ai r traffic man­
agement system.

(2 ) The main tenan ce of a natio nal system of aid s to traffic control and air  
naviga tion, and the direct ion and engine ering for the estab lishm ent of ai r 
navigation  facilities.

(3 ) The directio n, evalu ation  and adm inistra tion of the  research and 
development  program.

(4 ) Flig ht sta nda rds  activ ities  to ass ure  a irworth ines s of a irc raf t, safe ty 
of ai r operation s and the development and compliance with the civil ai r 
regulations.
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(5 ) The administr ation of a program of financial assis tance to State  and 
local governments in the development of a national system of safe and 
adequate airports.

(6 ) The development of standards, rules and regulations governing the 
physical fitness of airmen, and the direction and administration of an avia­
tion medical research program.

We requested 41,04b positions and $441 million for 1062, which is an increase 
of 2,204 positions and $50,685,000 over the funds appropriated for 1961. The 
requested increase included $23,156,000 to finance the program authorized  on a 
part-year  basis during 1961, for a full-year during 1962, and new program items 
costing $27,529,000. We are requesting a restora tion of $12.6 million of the $13 
million reduced by the House as its action will defer or delete approximately 
45 percent of the new program items planned for 1962. The 1962 program repre­
sents a careful balance between the several phases of the FAA program and 
therefore it will probably be necessary fo r us to take u reduction of this magni­
tude across the board in all major program areas.

We cannot absorb this reduction without deferring  planned program items. 
We made a sharp reduction in o ur estimate  prior to submitting it to Congress, 
and a new regional headquarters is being established. We had planned to 
attempt to absorb most of these costs by improving management and stream­
lining our procedures.

Specifically, the application of workload formulas used to operate and main­
tain our airways facilitie s would support 1,400 to 2,000 more positions than we 
originally requested, and we are establishing a Southern region requiring a new 
held headqua rters at Atlanta, Ga. We cannot hope to achieve these objectives 
with less funds than requested in the Presi dent’s budget.

We have not provided in either our 1962 estimate or our curr ent planning 
for financing other important programs which are  required to handle many of 
the current  problems associated with high-speed aircraft. One program in­
volves the establishment of radar handoffs between the air  route traffic control 
centers and airport traffic control towers. Another program would provide 
traffic controllers at high activity facilit ies with the necessary time during the 
daily work tour to keep curren t on the local conditions and improved techniques 
and equipments, which require daily traini ng and briefings. This will also 
provide relief from the pressure of active control for a portion of each day.

We will operate all of the facilities and provide services authorized  by the 
Congress for the 1961 fiscal year, as these are the highest priori ty activities. It 
will, therefore, be necessary for us to defer until fiscal year 1963, or later, 
services t hat  are within our capabilities of performing and are currently needed 
to provide for improved safety and dependability in aviation. Some of the 
following new programs will be affected:

(1 ) Commissioning of 300 new air navigation and air traffic manage; 
meat facilities and services previously authorized by the Congress.

(2 ) Technical training  of air traffic controllers and maintenance per­
sonnel.

(3 ) Communications between FAA facilitie s for relaying air traffic con­
trol information.

(4 ) The flight checking of our air  navigation facilities at the interme­
diate and jet  altitudes to assure their  reliability. These are the altitudes 
primarily used by turbine engine air c arri er a ircra ft.

(5 ) The training of FAA inspectors in jet  airc raft  so tha t they may 
effectively carry out their  responsibilities in working with the air carriers.

(6 ) Increasing our activity in the safety related program of promulga­
tion and administration  of safety standa rds, regulations and rules appli­
cable to the airc raf t and airmen of all U.S. civil aviation throughout the 
world.

The requirement for these activi ties becomes increasingly critical as more and 
more civil je t airc raf t are coining into service and the general aviation activity 
increases.

In summary, the House action on our “Operations” appropriation will cause 
a retardation of th e Agency’s program for closing the gap between the civil and 
military aviation requirements and our capability of providing the necessary 
services to enhance aviation safety. We possess the ability and facilities to carry 
out the programs presented in our 1962 estimates, but with the House allowance 
essential services cannot be performed.

"1 03 6— 61-------33
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FA CII .ITIE B AN D EQ U IP M EN T

The House allowance for the “Fac ilitie s and equipm ent” appropriat ion was 
$120 million, which is $6 million less than the $126 million requested. Our re­
quest as submitted was $45.6 million less than  the  1961 appropr iation for the  
activ ities  financed u nder  th is appropriation .

The princ ipal items reduced by the House were a wind tunnel e stimated to cost 
$4,550,000 and $423,000 required to help assure  cont inuity of opera tion at  ai r 
traffic control cente rs and flight service stat ions dur ing  an emergency. We are  
reques ting res tora tion  of $5 million of the  $6 million reduction approved by the 
House. There is an urge nt requirement  to tes t ai rc ra ft  powerplan ts under con­
ditions simu lating inflight tires so th at  we may effectively as sure that  the engines 
may be safely used and appropriate regu lations and standard s may 
be established. To accomplish this, a tire tes t tunnel need be constructed  
at our te st faci lity as no adequate tunne l is cu rrently a vaila ble for our use. There 
are  many types of jet  engines tha t have not been sufficiently tested  under wind 
tunnel  conditions. The House report sta ted  that  we could remodel an exist ing 
Government-owned wind tunnel. After complete coordination with the  Depar t­
ment. of Defense and the  Nationa l Aeronau tics and Space Administ ration, we have 
not. been able to find a suitable avail able  tunnel  which could be modified to meet 
our fire test  needs.

The funds  requested for constructing a ir route traffic control cente rs and flight 
service s tations provided for radiological protection  required to a ssure cont inuity 
of our ope ration during  an emergency.

This is essent ial to the  effective accomplishment of the  Agency’s milita ry 
mission. All of our new air route  traffic contro l center buildings have been 
constructed with this protection at a nominal cost and the elimination of this 
item will weaken our capability of responding to defense requi rements in an 
emergency.

RE SE AR CH  AN D DEV EL OP MEN T

The President ’s budget included $65 million for  the “Research and develop­
ment” appropr iation and the House reduced this by $5 million. We requ est 
the res tora tion  of $1.5 million to provide an effective civil avia tion medical 
research program. Even more serious is the  limi tation placed in the language 
of the “Operations" appropr iation limit ing this program to $1.5 million and 120 
positions  for 1962. This  lim itation  needs to be  removed or increased to $3 million 
and 150 posi tions.

I advised the  House Appropriat ions Subcommittee  on Independent Offices t ha t 
we were prepared to reduce the number of positions reouested  for the Civil 
Aeromedical Research Insti tut e from 200 to 120, and the $1.5 million limi tation 
imposed by th e House will only finance thi s portion of our  to tal medical research 
program.  There are two othe r importa nt elements in the Agency’s tota l medical 
research effort which will cost $1.5 million and require  30 pos itions in addi tion 
to the $1.5 mill ion and 120 positions  needed for the  Civil Aeromedical Research 
Institu te. Fir st,  we have an essential  clinica l research  activ ity at Georgetown 
University in Washington which provides essential support for our  airm an 
examination program. All of our research in pilot  aging is, for example, being 
perform ed in cooperation with the staff of Georgetown University . Second, we 
do a subs tant ial pa rt of our medical research  through cont racts  with qualified 
organizations. Such cont ract ing is more economical than using  our  own re ­
sources when the  faci lities  or technical knowledge required is readily available 
outside of the  Agency and would be dupl icated by any effort to do the  work 
with our own staff.

CIV IL  SU PE RS ONIC  AIR CR AF T DE VE LO PM EN T

The President ’s budget included $12 million to finance the  initi al phase of 
this program and the House reduced this request by $2 million. The objective 
of this program is for U.S. industry to produce the world's first economically 
competi tive supersonic transp ort  ai rc ra ft possessing safety and relia bili ty char­
acte rist ics at leas t equivalent to those found in the exist ing transp ort  air cra ft.  
Such a development is essentia l to continued U.S. leadership  in commercial 
aviat ion and is of increasing  importance  to our natio nal pres tige and securi ty. 
Our plans provide for join t industry /Govern men t financing of this  program.

The $12 million requested is the minimum amount required to supp ort com­
petit ive airf ram e and engine analytical stud ies and resea rch by industry  dur ing
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th e 19 62  fiscal  y ear an d re pre se nts  a su b st an ti a l sc al in g do wn  of es ti m ate s 
or ig in al ly  de ve lope d in th e Agency. T he  in it ia l st ag es  of  de ve lo pm en t w ill  be 
fin an ce d ov er  a 2- ye ar  pe riod  a t which  tim e we  w ill  ca re fu ll y  ev alu a te  th e  
ad vi sa bil it y  of  o ur pr oc ee di ng  w ith th e  co m pl et e de ve lo pm en t of  th is  a ir c ra ft . 
T he  $2  m ill io n re du ct io n by th e H ou se  wi ll re ta rd  th is  pro gr am  an d re quir e 
us  to e it h er re du ce  th e nu m be r of  co m pa ni es  co m pe tin g to  find th e be st so lu tion s 
or  ha ve  th e wor k do ne  in les s de pt h th an  is  ad vi sa bl e.  E it h e r co ur se  of  ac tio n 
en da nge rs  th e  cr it ic al  tim e elem en t inv ol ve d in th e  ef fo rt  by in cr ea si ng th e ri sk  
of no t ha vi ng  su ffi cien t in fo rm at io n a t th e re qui re d de cis ion tim e.

We a re  co nf iden t th a t a ft e r you  ha ve  ex am in ed  th e ef fe ct  of  th is  re du ct io n 
on  th e Ag en cy ’s pr og ra m  you  w ill  su pport  re st o ra ti o n  of  th e am ou nt  pr op os ed . 
As  I ha ve  men tio ne d be for e, I ha ve  been  se le ct iv e in  our re ques t fo r re st o ra ti o n  
ev en  th ou gh  al l of  th e fu nd s ori gi na lly re qu es te d co uld  be ef fe cti ve ly  us ed  by 
th e  Agency. I t is  im po rt an t, th er ef or e,  th a t th e  enti re  am ou nt  re qu es te d fo r 
re st ora ti on  be pr ov id ed  th e Agenc y. O th er w is e,  pr og ra m s th a t we  co uld  ac co m­
pl is h an d a re  ur ge nt ly  needed  w ill  be def er re d.  I ha ve  en clo se d mor e de ta il ed  
ju st if ic at io n  an d I sh all  fu rn is h an y ad dit io nal  in fo rm at io n you  m ay  re qu ire.  

Si nc er ely ,
N. E. H al ab y, A d m in is t r a to r . 

F ed er a l  A v ia tio n  A gen cy

Summ ary of 1962 estimates, House reduct ions and requested res toration
[I n  th ou sa n d s]

A p p ro p ri a ti o n  ti tl e

O p er at io n s________ ______ _____ ______ _______
F ac il it ie s an d  e q u ip m e n t...........................................
O ra nts -i n-a id  for a ir p o rt s (l iq u id ati o n  of  co n­

tr a c t a u th o ri z a ti o n )......... ........................... ..............
R es ea rc h an d  d e v e lo p m e n t........................................
O per at io n  an d  m ain te n an ce , W as hin gt on  N a­

ti onal  A ir p o rt ............................. - ...............................
O per at io n  an d  m a in te n an ce , D ul le s In te rn a ­

ti onal  A ir p o r t, ............................................................
C on st ru ct io n , W as hin gto n  N at io nal  A ir p o r t. ..  
C on st ru ct io n  an d  dev elo p m en t,  ad dit io nal

W ash in gt on A ir p o rt.................................................
C iv il  su pe rs on ic  ai rc ra ft  d ev e lo p m en t...................

T o ta l........................... ......................... .................

B u d g et
e s ti m ate

H ou se
R eq uest ed
re st o ra ti o n

A llo w an ce R ed u c ti o n

$1 41 ,0 00  
126, (MX)

70 ,0 00
65 ,0 00

' 3, 42 5

• 2, 5 75 
4, 20 0

20 ,1 00
12 ,000

$4 28 ,000  
12 0,00 0

70 ,0 00
60 .0 00

3, 22 5

1, 97 5
4, 20 0

26 ,100  
• 10 ,0 00

- $ 1 3 ,0 0 0
- 6 ,0 0 0

$1 2, 60 0
5, 00 0

- 5 ,0 0 0

- 2 0 0

- 6 0 0

1, 50 0

+ 6 ,0 0 0
- 2 ,0 0 0 2, (XX)

74 4, 30 0 72 3,50 0 — 20, 80 0 21 ,1 00

1 In cl u d ed  in  est im ate  s u b m it te d  to  th e Con gr es s in  th e a m o u n t of  $6 ,00 0,0 00  u n d e r th e  ap p ro p ri a ti o n  
hea d “ O per at io n  an d  M ai n te n an ce , N at io nal  C ap it a l A ir p o rt s .”

HO US E REPORT

The  co m m itt ee  co ns id er ed  bu dg et  est im at es  to ta li ng  $7 44 ,3 00 ,0 00  fo r th is  
Ag enc y an d reco m m en ds  appr opr ia ti on s to ta li n g  $7 23 ,500 ,000 , whi ch  is an  in ­
cr ea se  of  $1 6,0 76 ,0 00  ov er  fiscal  yea r 19 61  an d a re duc ti on of  $2 0, 80 0, 00 0 in  th e  
bu dg et  e st im at es .

Ope rati ons

(H ouse  hea ri ngs  pp.  1 0 5-1 64 )

Pag e 10. line  1 8, of  H.R . 7445:
In  th ou sa nd s

1961  ap pro pri at io n  (a d ju s te d )______________________________________
19 62  bu dg et  est im ate _______________________________________________
In cr ea se  ( +  ) or  de cr ea se . ( — ) 19 62  es ti m ate  ov er  1961  ap p ro pri at io n

(a d ju s te d )_______________________________________________________
19 62  Ho us e al lo w an ce ______________________________________________
Ho us e re du ct io n from  19 62  est im at e________________________________
R es to ra ti on  re qu es te d______________________________________________

$3 90 , 31 5
441, 00 0

+ 5 0 ,6 8 5  
428, (MX) 

13. 00 0 
1 2 ,6 0 0
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AM ENDMENTS REQUESTED

(1) On page 10, line 25, delete ‘•$428,000,000” and ins ert  “$440,600,000”.
(2) On page 10. lines 25 and 26, and page 11, lines 1, 2 and 3, delete "Provided, 

Th at total  costs of avia tion  medicine research for  the Fed era l Aviation Agency, 
whe ther  provided in the foregoing appropriation  or elsewhere in this  Act, shal l 
not exceed $1,500,000 or include in excess of 120 positions

HOUSE REPORT

Operations.— The bill contains  $428 million to ope rate  the  nationa l system of 
ai r traffic control and other fac ilit ies  and programs o f FAA next year.  This  is a 
$39,836,000 increase over the 1961 appropria tion f or thi s purpose and $13 million 
less th an the budget estimate . It  will provide  an increase  of approximately 1,087 
new jobs. No funds have been included in the hill for building up staff s in over­
sea areas and the Agency is urged to rely, whenever possible, on commercial 
people already there.

During the pas t year the Agency has  made arrang ements to obtain  add itional 
space  for a Civil Aeromedical Research Insti tu te  by entering into a long-term 
ren tal  contract for a building to be constructed to i ts specifications. The method 
the FAA is using to f inance such construction is very expensive. In the long run 
it  would be bette r for the  Government to build its own bu ildings on its own land 
for  its  agencies, and the  committee will expect to be advised in advance of any 
divergence from th is policy in  the  future .

The Administ rator , since the  committee held its hearings, has reviewed the 
program for medical resea rch in civil avia tion to determine what he would rec­
ommend as being necessary. The budget est ima te originally  proposed a staff 
of 200. almost a 250-percent increase over 1961. On the  basis of his assurance 
that  a sta ff of 120 will do the job the committee is prov iding  $1,500,000 to expand 
the  program to this  extent  and it is to be held at  this level in the futu re, nor is 
any work of other  agencies to be duplicated by the FAA.

JUST IFICAT ION

The principal programs financed from this appropriat ion are:  Operat ion and 
maintenance of a national system of ai r traffic management and ai r navigation  
serving both civil and mil itar y av iat ion ; assu rance of public safe ty as it is af­
fected  by civil flight operations accomplished by establish ing and adm inistering 
rules and standa rds  for airmen, air cra ft manufacturers, ai rc ra ft operation, and 
maintenance pro ced ures; estab lishment and adm inistratio n of rules  and regula­
tions governing the physical  fitness of ai rm en ; direct ion, evaluat ion, and ad­
ministration of a research and development program ; and the development of 
a national  system of a irpo rts.

The program of the  Federal  Aviation Agency is in response to the  requ ire­
ments  of ai r defense and the  growth in civil aviation which have  overloaded 
the  capac ity of FAA fac ilit ies  and services. The introduction of jet-powered 
civil aircra ft, the growing public demand for ai r transp ortation and the mili­
tary  requirements make it  necessary for the Agency to have the manpower and 
fund s requested if we are  to carry  out our responsibiliti es.

An increase of $50,685,000 and 2,204 positions was requested for  thi s appro­
pria tion for 1962. The incre ase requested will provide $23,156,000 to finance the 
full-year costs in 1962 of the  programs approved on a part -yea r basis  for fiscal 
yea r 1961. For new program items and increased emphas is on our exist ing pro­
grams, $27,529,000 was requested. Res toration of $12.6 million of the $13 mil­
lion deleted by the House is needed to finance approximately  45 percent of the 
program expansion planned for  the 1962 fiscal year. We must maintain a pro­
gram balance between the severa l activ ities  of the Agency. We also need to con­
tinue our present level of effort on existing programs. The resto ration requested 
is, therefore, required to fully utilize the fac iliti es and technical skills of the 
ent ire Agency. The estimate as submitted included $400,000 fo r rental of faci l­
ities  which, based on a revised construction schedule, will not be availab le until 
the  1963 fiscal year.
Air traffic management and fac ilitie s maintenance

These activities provide  for  the operation and maintenance of a  system of air  
traffic management and ai r naviga tion faciliti es on a 24-hour basis  to provide 
the  services required to assure  safety, reliability , and regularity  of all-weathe r
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flight opera tions. A single, inte gra ted, common civ il/m ilit ary  system of such fac ilit ies  is fund amental to the  economic provision of these  services.

The House action will reduce  the  planne d prog rams for  thes e acti vities by approximate ly 900 positions and  $10 million. A d ecrea se of thi s magn itude  will require  us to defer unt il 1903 the commissioning of many of the  following  new fac ilit ies  th at  will be a vailable  for  service dur ing 19G2 which cost over $100 mil­lion to procure and insta ll.
Air route traffic control cen ter______________________________________  1Long-range ra da rs ________________________________________________  12R ad ar be ac on s___________________________________________________________  12Airpor t traffic control towe rs_______________________________________  2-1Surveillance ra da rs________________________________________________ 9Precision approach ra da rs __________________________________________  12Omnidirec tional  radio  ranges_______________________________________  16Dista nce measuring equip ment s______________________________________ 102In s tr um en t land ing sy st em s_____________________________________________  3Airpor t approach ligh ts____________________________________________ 18Sequence flashing  lights  for  air po rts __________________________________ 53

We have emphasized for  the  past severa l year s the  impo rtanc e of providing sufficient fun ds to operate new fac ilit ies  auth orized for  cons truct ion by the Congress in previous years . All of the  fac iliti es th at  will be avail able  for oper­ation duri ng 1962 are  esse ntia l to the program sta rte d in 1957 to modernize and improve the Nation’s airw ays.  Congress has  provided sub stantial appro­priatio ns since  1957 to finance the  first  stages of this  program. These  faci lities  will add sub stan tial ly to safe ty in aviatio n and leaving  them idle once they are  cons tructed at  a sub stantial cost defeats  the very purpose for which they were constructed.
Par t of the increa se requested for  the  faci litie s main tenan ce program is re­quired  to obta in economical and safe  use of Agency-owned air cra ft.  There is a need to incre ase the scope of the  facility  flight check program, par ticu lar ly at  the  inte rme dia te and je t alti tudes, which are  used prim arily by t he ai r car rie rs and the mili tary . There is a lso a requ irem ent to increase the program for flight tra ining for  ai r car rie r inspectors. The Agency has  recen tly procured several  je t ai rc ra ft  to car ry out thes e progra ms.
If the  fund s reduced by the House are  not restored  we will not  only ret ard  imp ortant  programs  required to provid e for increa sed saf ety  in avia tion, but we will be unabl e to ge t full  and  effective use from many expens ive equipments.  

Fli ght  stan dar ds
The fund s requeste d unde r this act ivi ty are required to finance the  issuance  of airm an, air cra ft,  and airworthi nes s certif icate s; the  reg istr atio n of air cra ft;  and. most impo rtantly, the development and enforcement of ai r safe ty rules, reg­ulati ons. and stan dar ds as they are applicable to—

(1 ) The design, man ufac ture , and maintenance of air craf t, powerplants, propel lers, and othe r ai rc ra ft components.
(2 ) Flight  operation and technical faci lities  of a ir car rie rs, oth er air craf t operation s, airman, flight, and ground schools and othe r ai r agencies.<3) Technical competency of a irmen.

The House action  will req uire a reduc tion of abou t 160 positions and $2.3 million in this program. Our original emphas is on closing the  gap between our capa bili ty and  the requ irem ents of civil and mil itary avia tion  was on strengthen ­ing our  a ir traffic management and  ai r navigation  fac ilit ies  progra ms. Recently, with the  help of the Congress, we have  sta rte d to bring the  programs  financed und er thi s act ivit y in balance wit h our  oth er efforts. Thi s was  necess ary if we were  to realiz e the  full benefits of our ai r traffic mana geme nt capability.We have an urge nt need to improve our  safe ty rules,  sta nda rds , and  enforce­ment act ivit ies rela ted to ai rcraft,  airmen, and ai r ca rri er  operations . Recent exper ience has  highlig hted the  need for  closer surveillan ce of the certifi cation  of je t and tur bin e type air cra ft,  and the  ai r car rie rs using  thes e types of equip­ment. Aircra ft are becoming fa r more complex with higher  speeds, higher ope rating alti tudes, and gre ate r c arr yin g ca paci ty a nd conti nue to req uire  grea ter  effort on our  pa rt in engineering and inspection work to ass ure  c omplianc e with  safety  st and ard s.
The contro l of qua lity  in the  proce ss of man ufa cturing  turbine- powered aircra ft, is sub stantially  more crit ical  tha n for piston-powered air craf t. This  is due to their  more complex system and equipm ent which require  closer toler ance s
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th ro ug h m ate ri a l proc es ses an d fa bri ca tion  tech ni qu es . The se  fa ct or s,  to get her  
w ith  th e ex tens iv e su bc on trac ting  to  su bsi d ia ry  m an ufa ctu re rs  by pr im e com­
pa nies , su bst an ti al ly  inc re as es  o ur  w orkloa d.

Th e nu mbe r of  a ir c ra ft  in th e tu rb in e- po w er ed  flee t of th e  sc he du led a ir  c a r­
ri ers  wi ll in cr ea se  by 66 pe rcen t in th e 2- ye ar  pe riod  of  Ju ly  1961 to  Ju ly  19(52. 
Th e flee t of  tu rb ine- po wer ed  a ir c ra ft  oper at ed  by ge ne ra l av ia tion  will  begin  to  
ex pa nd  r ap id ly  in  1961.

Th e actu al op er at io n of  je t a ir c ra ft  has  pr ov en  to  be  mu ch  more cri ti cal an d 
less  fo rg iv ing of  eve n th e sm al le st  e rr o r th an  w as  origi na lly an ti ci pat ed . On ly 
as  a re su lt  of  un us ual  co nc en trat io n upon  th e prob lems of  in troduct io n of th es e 
a ir c ra ft  in to  sc he du led op er at io ns  ha ve  G ov er nm en t an d in dust ry  a tt a in ed  an  
ex ce lle nt  s af et y  rec ord.

Th e type s of  a ir c ra ft  t h a t ha ve  r ec en tly com e in to  service , na mely th e pu re  jet s,  
tu rb o je ts , an d he lic op ters , w ith  which  we  ha ve  ha d li tt le  ex pe rie nc e,  ha ve  
ge om et ric al ly  ad de d to th e co mplex ity  of  ass u ri ng  air w ort h in ess  an d sa fe ty  of  
op erat ion.

Th e Ho use al lo wan ce  fo r 1962 wi ll,  th er ef ore , re quir e th e Ag enc y to cu rt a il  
im port an t sa fe ty  act iv it ie s an d redu ce  cu rr en t min im um  insp ec tio n st andard s.  

Med ica l s ta nd ar ds
Th e med ica l st andard s ac tivi ty  fin an ce s th e Agency pr og ra m de sig ne d to  

as su re  th e med ical fit ne ss  of  ai rm en , a ir  tra ffi c co nt ro lle rs , an d oth er  pe rson ne l 
wh ose  he al th  an d we ll-be ing  ar e di re ct ly  re la te d to prov id ing th e hi gh es t p ra c­
tic ab le  de gr ee  of  pu bl ic  sa fe ty  in fl ight  op er at io ns . Thi s includ es  th e deve lop­
men t and pr om ul ga tion  of ru le s an d re gu la tions on men ta l an d ph ys ical  fit ne ss  
of  ai rm en  an d o th er s wh ose he al th  af fe ct s a ir  sa fe ty , an d th e di re ct io n of  th e 
re se ar ch  pr og ra m  re qu ir ed  to reso lve ae ro m ed ic al  prob lem s.

An in cr ea se  of  $1,389 ,000 an d 70 po si tion s has been re qu es te d fo r th is  pr o­
gram . Of th is  am ou nt , $887,000 an d 24 po si tion s ar e re qu ir ed  to  st re ngth en  
ou r med ica l ce rt if ic at io n an d en vi ro nm en ta l he al th  pr og rams. Thi s in cr ea se  is 
ne eded  to  eff ec tiv ely  su pe rv ise 4,100  de sign at ed  me dic al ex am in er s th a t ha ve  
been ap po in te d to pe rfor in  an d re por t to th e FA A on th e 250.000 me dica l ex ­
am in at io ns of  ai rm en , an d to  eff ec tiv ely  an al yz e an d us e th e da ta  prov ided  
th ro ug h th e me dica l ex am in at io ns . Th e Hou se  ac tion  wo uld  no t en ab le  us  to 
eff ec tiv ely  su pe rv ise th e de sign ated  ex am in er s or ma ke  eff ec tiv e use of  th e im ­
port an t dat a be ing develop ed  th ro ug h th es e ex am in at io ns .

An in cr ea se  of  46 po si tio ns  an d $502,000 ha s been requ es ted to  pr ov id e med i­
ca l re se ar ch  di re ct io n,  to su pe rv ise our Civ il Aero med ica l Res ea rc h In st it u te , 
an d to  m ai nt ai n a ne w bu ild ing to ho us e th is  ac tiv ity . Th e Hou se  placed  a 
lim itat io n in  th e lang ua ge  f or  th is  ap pro pri at io n  lim it in g th e cost of  o ur av ia tion  
med ica l re se ar ch  pr og ra m  to  $1.5 mill ion an d 120 po sit ions . Thi s pr og ra m  is 
fin anced fro m th is  ap pro pri at io n an d th e “R es ea rc h an d de ve lopm en t” ap pro ­
pr ia tion.  We  includ ed  $810,000 an d 68 po si tion s in th is  ap pro pri at io n  an d 
$2,850,000 an d 159 po si tio ns  in th e “R es ea rc h an d de ve lopm en t” ap pro pri at io n  
fo r th is  im port an t av ia tion  med ica l re se ar ch  prog ram. Th e 1961 ap prov ed  
pr og ra m fo r med ica l re se ar ch  au th ori ze d $1,289 ,400 an d 79 po si tio ns , an d th e 
fu ll -y ea r cost in 1962 fo r the pro gr am  auth ori ze d fo r 1961 is $1,478,000. Th e 
li m itat io n of  $1.5 mill ion pla ced on th is  pr og ra m  by th e Hou se  will  ho ld th is  
pr og ra m t o e ss en tial ly  t he  1961 lev el.

Me dic al re se ar ch , as it re la te s to  civ il av ia tion , has  bee n ba dl y ne glec ted  
fo r a nu m be r of  ye ar s.  U nt il re ce nt ly  su ch  a pr og ram w as  no ne xi st en t. Only 
a nu cleu s pr og ra m  has been es ta bl ishe d duri ng th e cu rr en t fiscal ye ar . Th e 
pr og ra m  proposed  fo r 1962 is  ne eded  to  eff ec tiv ely  use our av ai la ble  re so ur ce s. 
The re  is  a ne ed  to  id en ti fy  an d el im in at e th e ph ys ical , ph ys io logica l, an d pse ho- 
logica l fa c to rs  th a t may  jeop ar di ze  sa fe ty  in fligh t. The  m aj or are as th a t we 
ne ed  to st re ss  in  th e im m ed ia te  fu tu re  a re —

(1 ) Medica l ce rt if icat io n of  a irm en  an d a ir  t raf fic  c on trol le rs .
(2 ) Dev elo pm en t of  med ica l st andard s re la ti ng  to  th e  ce rt if ic at io n of 

ai rm en .
(3 ) Con tro l of  en vi ro nm en ta l hazard s th a t may  affect  th e hea lth  of  a ir  

cre ws , pa ss en ge rs , an d a ir  t raf fic  c on trol le rs .
Our  re se ar ch  pr og ra m  mak es  fu ll  u ti li zati on  of  th e kn ow led ge  develop ed  

th ro ug h o th er  med ical re se ar ch  grou ps , bo th  w ithin  an d ou ts id e th e Fed er al  
Gov ernm en t, th ro ug h eff ec tiv e liai so n w ith  th e  m il it ar y  de pa rtm en ts , th e  N a­
tion al  In s ti tu te s  of  H ea lth , th e N at io nal  A er on au tics  an d Sp ace A dm in is trat io n,  
an d in dust ry  g roup s.
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I t is cl ea r th a t no  o th er med ical re se ar ch  gr ou p is d ir ec ting it s a tt en ti on  to 
man y of th e  prob lems of  civil  av ia tion , in cl ud in g—

(1 ) The  ca us es  an d eff ec ts of  fa ti gue  an d st re ss  on a ir  tra ffi c co nt ro ller s.
(2 ) The eff ec ts of  th e ag ing proc es s on pilot  p er fo rm an ce .
(3 ) T he in ve st ig at io n an d an aly si s of  med ical fa cto rs  in  a ir c ra ft  ac ­

cid en ts .
(4 ) T he  effe ct s of  t ra nquil iz ers  a nd o th er m ed ic at io ns  on th e pe rf or m an ce  

of  p ilo ts,  a ir  t raf fic  con trol le rs , an d o th er  per so nn el .
(5 ) T he  ev al ua tion  an d im pr ov em en t of  phy si ca l st andard s fo r ce rt if ic a­

tion  o f ai rm en .
W e re al iz e th a t th e  in cr ea se s re qu es te d ov er  th e  1901 pro gr am  appear la rg e 

in  te rm s of  pe rc en ta ge s,  but in to ta l do ll ars  it  is  a re la tive ly  sm al l pr ic e to  pa y 
fo r th e  im prov ed  sa fe ty  in av ia tion  th a t we  an ti c ip ate  will  be ac hi ev ed  th ro ugh 
th is  p ro gr am .

We ha ve  re ev al uat ed  ou r re qu ir em en ts  fo r th is  pr og ra m  alon g w ith  our ca ­
pab il ity fo r ex pa nd in g in  a p ru den t an d ord er ly  man ne r.  As  a re su lt , we  a re  
as ki ng  fo r 150 po si tio ns  an d $3 mill ion fo r a ll  med ical re se ar ch  ac ti v it ie s (o f 
which  120 po si tion s w ill  be  a t th e Ci vi l Aerom ed ical  Res ea rc h In s ti tu te ) . T his  
is 77 po si tio ns  an d $000,000 less  th an  we origi na lly re qu es te d fo r 1902. T he 
$3 mi llion  requ es ted in clud es  $519,000 under th e “O pe ra tion s” ap pro pri a ti on  an d 
$2,481 ,000 un der  th e  “Re search  an d de ve lopm en t” ap pro pri at io n.

You  a re  re qu es te d to  rem ove th is  lim it a ti on  from  our  ap pro pri a ti on  la ng ua ge  
as  it  wi ll no t per m it  us  to  resp on d to  ch an gi ng  si tu ati ons an d is co st ly  to  ad m in ­
is te r.  I f  you  do no t be lie ve  it  is ad vis ab le  to  rem ove th is  lim it at io n , you a re  
th en  re qu es ted to  in cr ea se  th e li m itat io n  to  $3 mill ion an d 150 po si tio ns .

FA CIL IT IE S AN D E Q U IP M EN T 

(H ou se  h ea ring s,  pp. 251-2 70)

Pa ge  11, line  8, of  II .R . 7445:
1901 ap pro pri at io n  (a d ju s te d )__________________________________ $1 71 ,630 ,000
1902 bu dg et  est im ate __________________________________________  120, 000, 000
In cr ea se  ( +  ) or  de cr ea se  ( —) 1902 es ti m ate  ov er  1961 ap pro pri a­

tion  (a d ju s te d )_____________________________________________  —45 ,030 ,000
1962 Hou se  al lo w an ce __________________________________________  12 0,0 00 ,000
Hou se  re du ct io n from  1902 es ti m ate _____________________________ -0 ,0 00,0 00
R es to ra tion  re ques te d__________________________________________  5, 000 ,000

A M ENDM EN TS  RE QU ES TE D

(1 ) On pa ge  11, lin e 18, dele te  “$120 ,000,000” an d in se rt  “$125 ,000,000”.
(2 ) On pa ge  11, lin es  23, 24 an d 25. del et e “Pro vide d fu rt her, T h a t no p a rt  of 

th e fo re go ing ap pr op ri at io n sh al l be  av ai la ble  fo r th e co ns tr uct io n of  a 
new wind tu nne l.”

H OU SE REPORT

Faci li ti es  an d eq uipm en t.— Th e co mm itt ee  has ap pr ov ed  $120 mill io n fo r ne w 
fa ci li ti es  an d eq uipm en t. Thi s co nt in ue s th e  step pe d- up  pr og ra m  of  m od er ni za ­
tio n st a rt ed  a few years  ago . An un ob liga te d ba la nc e of  $107,273,000 will  al so  
be ca rr ie d  fo rw ar d  in to  1902. Th e re qu es t to co nst ru ct  a fi re -tes t wind tu nn el  
a t a cost of  $4,550,000 has  been de nie d, as has $423,000 fo r fa ll ou t sh el te rs  in 
var io us in st al la ti ons.  The  Agency may  us e a re as on ab le  am ou nt  of  th e fu nds 
prov id ed  fo r remod el ing 1 of  t he  70 or  m or e exis ti ng  wind tu nnel s al re ad y ow ned  
by th e Gov ernm en t.

JU S T IF IC A T IO N

The  Hou se  de nied  $6 mi llion  of  th e $120 mill ion requ es ted fo r th is  appro pri a­
tion  which  fin ances th e pr oc ur em en t and in st a ll a ti on  of  our m ajo r fa ci li ti es  
an d eq uipm en ts . O ur  1902 re ques t is  $45,630,000 les s th an  th e fu nds  ap pro ­
pri a te d  f or t h is  p ro gr am  fo r 1901.

W e are  re qu es tin g a re st ora tion  of $5 mill ion of  th e  $6 mill ion re du ce d by  th e  
Ho use.  O ur  re ques t fo r re st ora tion  in cl ud es  $4,550 ,000 to  co nst ru ct  a fire 
te s t wi nd  tu nn el , an d $423,000 to  pr ov id e ra di olog ic al  pr ot ec tion  fo r se ve ra l 
ope ra ting  fa ci li ti es  th a t ha ve  bee n ap pr ov ed  fo r co ns truc tion  w ith in  th e H ou se  
all ow an ce .

The re  is  a re qu ir em en t to  si m ula te  in -f lig ht  fir es  fo r hi gh  per fo rm an ce  a i r ­
c ra f t po w er pl an ts  so  as  to  dev elo p m et ho ds  of  pr ev en ting and ex tinguis hin g
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airc raft fires. This requirement is not currently being met effectively for 
either civil or military  airc raf t and it is one of the most important phases of 
improving safety in aviation.

To accomplish this effectively, a fire te st wind tunnel of sufficient size to handle 
large powerplants is required. We have made a comprehensive study of all 
industry and Government-owned wind tunnels. Existing wind tunnels are 
either too small, fully utilized, or their  modification would cost more than a 
new wind tunnel. We request tha t the funds for this  program be restored and 
the limitation be removed from the appropriation language which prohibits us 
from constructing a new wind tunnel. The House report authorized the re­
modeling of an existing wind tunnel but this would be more costly th an a new 
tunnel.

The House report denied $423,000 fo r fallout  shelters in various installations. 
Here again, we did not effectively explain our requirements to the committee. 
We do not propose to construct fallout shelters as such but rath er to provide 
radiological protection in air  route traffic control centers and flight service 
stations so tha t we can actually perform the services to which we are committed 
in support of the national defense during an emergency. This is an operational 
requirement. By careful design, we are able to provide a substanti al amount 
of protection and enhance our ability to be responsive in an emergency at a 
relatively low cost. It is, therefore, essential tha t we be permitted to continue 
our present practice of providing fa llout protection in any new construction of 
operational buildings. As an example, the cost of providing radiological protec­
tion for two a ir route traffic control centers is only $115,000, or less t han 3 p er­
cent of the cost.

The Federal Aviation Act of 1938 requires tha t the Administrator “give full 
consideration to the requirements of national defense” in the establishment 
and improvement of air navigation facilities. This requires appropriate design 
of buildings in which essential air traffic control and aeronautical communica­
tions operations are  to be conducted in support of military  ai r operations during a 
national emergency. The Department of Defense has advised us and. in the hear­
ings on the Federal Aviation Act, the Congress that  the  continuity of such services 
is essential to the national defense. The Agency has directed the operating 
personnel of these facilities  to remain at thei r posts of duty in a national de­
fense emergency.

In view of the directives contained in the Federal Aviation Act of 1958. which 
require the Adminis trator to make plans for the effective discharge of the 
Agency’s functions in wartime, to give full consideration to the requirements 
of national defense, to provide for the security control of air traffic, and to oper­
ate, establish, and maintai n a common system on which both civil and military 
aviation can rely in peace and war, the Agency must provide a system of facili­
ties capable of uninterrupted operation under attac k or postattack conditions.

The removal of this restriction prohibiting us from protecting operational 
facilities and the restora tion of the funds needed will be necessary if we are 
to assure the military of our ability to support their  requirements in an 
emergency.

Grants-in -aid  for Airports (Liquida tio n of Contract Aut ho riza tion )

(House hearings pp. 279-277)

Page 12, line 1, of II.R. 7445:
1991 appropriation______________________________________
1992 budget estimate____________________________________
Increase ( + ) or decrease ( —) 1992 estimate over 1991 appropri­

ation_______________________________________________
1992 House allowance___________________________________
House reduction from 1992 estimate________________________
Restoration requested___________________________________

$89. 999. 999 
79, 999, 999

—19, 999. 999 
79. 999, 999 

9 
9

AMEND MEN T REQUESTED
None.

HO USE REPORT

Grants-in-aid for airportg (liquidation of contract auth oriz ation).—The com­
mittee has approved the $79 million budget estimate for payment of Federal 
matching grants to municipalities for airpo rt construction projects as authorized
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by the  Federal Airport Act  The terminal  date for making new grants  is June 
30, 11X51, under provisions of present law. These funds are to liquidate  earlie r 
grants as the projects are constructed.

R es ea rc h  an d  D ev el op men t 

(H ou se  hea ri ngs pp . 161-2 41)

Page 12, line 7, of H.R. 7445:
1961 appropriation (ad just ed)_____________________________ $55,299,000
1962 budget estimate_____________________________________  65, 000, (XMJ
Increase (+ )  or decrease (—) 1962 estimate  over 1961 appropri­

ation (ad jus ted)_______________________________________  4-9,701,000
1962 House allowance____________________________________  60, 000, <HM)
House reduction from 1962 estimate_________________________ — 5 , 0<M>, 0 0 0
Restoration requested____________________________________  1, 500,000

a m end m en t  re qu es te d

On page 12, lines 12 and 13, delete “$60,000,000” and insert “$61,500,000.” 
H O U SE REPORT

Research and development.—The committee recommends an appropriation of 
$60 million for research and development activities in 1962, which is $4,480,000 
less than the appropriation for 1961 and $5 million under the budget. An un­
obligated balance of $16 million will be carried  over into fiscal year 1962, which 
will be additional to the amount provided in the bill.

JU S T IF IC A T IO N

The 1962 estimate  for this appropriation, which finances the direct research 
and development effort of the Agency, is $65 million, which the House reduced 
by $5 million. Restoration of $1.5 million is requested to enable us to expand our 
aviation medical research program to a level that is consistent with our require­
ments and our capability of prudently expanding this effort. This program has 
been discussed in some detail under the “Operations” appropriation as it is 
jointly financed from these two appropriations.

A civil aviation medical program was nonexistent until the establishment of 
the FAA and we have been progressing cautiously in formulat ing a program th at 
will meet the needs of civil aviation and sti ll not be duplica tory of other medical 
research being conducted by other Government agencies and industry. There are 
certain  areas of aviation medical research which need be explored tha t do not 
have the attention  of any other medical research group. For each dollar spent, 
one of the most fru itful  areas of improving safety in aviation is in the medical 
research field.

Our rules and regulations are frequently based on limited knowledge in terms 
of the physical, physiological, and psychological factors tha t may jeopardize 
safety in iiight. The increase over the 1961 program level may appear substantial 
if viewed in terms of percentage relationships but in terms of dollars of invest­
ment, the $1.5 million requested for restoration is a small price to pay to permit 
us to correct an identified weakness in our ability to assure safety in aviation.

In addition to the restoration of the  $1.5 million, you are urgently requested to 
either remove the limitation in the “Operations” appropriation or increase it to 
$3 million and 150 positions.

We are not requesting restoration of the additional $3.5 million reduced by 
the House. We are  currently having a scientific and engineering study made of 
our program and anticipate a report in the near future. After this report has 
been carefully considered, we will be able to more effectively evaluate our pro­
gram for research and development and may need more than  the $65 million 
requested by the  President for this program. We are confident tha t we have a 
requirement for at least the amount authorized by the House for other than 
medical research and could effectively use the total funds requested, but we are 
not sufficiently sure of our program to appeal the House action.
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Opera tion  and Maint enan ce , W as hing to n National Airport

(House hear ings  pp. 277-284)
Page 12, l ine 14 of II.R. 7445:

1961 appropriation  (adjus ted) _______________________________1962 budget est imate_______________________________________Increase ( +  ) or decrease (—) 1962 estimate over 1961 appropria­tion (adjus ted)__________________________________________1962 House allowance______________________________________House reduction from 1962 estimate__________________________Resto ration requested ______________________________________

1 $3, 293, 000 
’ 3, 425, 000

+132,  000 
3, 225, 000 
— 2(H), 000 

0
1 Includ es  $63,000 tr ansf err ed  fro m “O pe ra tion  an d m ai nt en an ce , Dul les In te rn a ti o n a l A ir port .” purs uan t to Pu bl ic  La w 87-14.
2 I nc lude d in es tim at e su bm it te d to th e Co ng ress  un de r th e ap pro pri at io n  he ad  “O pe ra ­tio n an d m aint en an ce , N at io na l Cap ita l A ir por ts .”

AMEN DM EN T RE QU ES TE D

On page 12, line 18, a fte r the word “including” inse rt “purchase of two passen­ger motor vehicles for police-type use which may exceed by $300 the  general purchase price limi tation for the current fiscal y ea r;”

HOUSE  REPORT

Wwthinff ton National Airport.—An appropr iation of $3,225,000 is recommended for operation and main tenance of Washington National  Airport , a reduct ion of $5,000 below the 1961 appropriation  and $200,000 less than the 1962 budget esti­mate. This will provide a $198,050 increase over the  cost of continuing the  pro­gram level of 1961. The committee has also approved the $4,200,000 request for construction  of various items to expand and modernize the faci lities  at the  ai r­port including  completion of an access road, expansion and modernization of taxiw ay and apron systems, modernization of sewer and water systems, paving an area for helicopter operat ions, and replacing and reloca ting certain ai r cargo facilities.
ju st ific at io n

The House action reduced our request for  this appropr iation from $3,425,000 to $3,225,000. We are  not appealing this item and will make an effort to operate  this  ai rport effectively w ithin  the funds allowed by the House. We could use the tota l funds requested to a good advantage  but do not believe the House action  is  sufficiently se rious to wa rra nt an appeal.
We are, however, requesting you to inse rt au tho rity in the  appropriation language to procure  two passenger vehicles which are  included in the estim ate. There is no indication from the report that  the House intended to specifically eliminate these vehicles (one of which is a replacement vehicle) and are  re­quired for  our police work at  the Washington National  Airport . The House allowance  will finance these vehicles but specific a uth ori ty in the  appropr iation language is needed.

Operation  and Maintenan ce , D ulles I ntern ational Airport

(House  hearings, pp. 277-284)
Page 12, line 20 of II.R. 7445:

1961 appropria tion (adjus ted) ________________________________1962 budget est imate_______________________________________Increase ( +  ) or decrease (—) 1962 estimate over 1961 appro­priation (adjus ted) _______________________________________1962 House allowance_______________________________________House reduction from 1962 es timate___________________________Restorat ion reques ted______________________________________

1 $2, 387, 000 
1 2, 575. 000

+188 , 000 
1. 975.000 
—600, (KH) 

0
1 E xc lude s $63,0 00  tr ansf err ed  to  “O pe ra tio n an d  m ai nt en an ce , W as hi ng to n N at io na l A ir port ” p u rs uan t to  Pu bl ic  La w 87 -14.2 I nc lude d in es tim at e su bm it te d to  th e Co ng ress  un de r th e ap pro pri at io n  he ad  “O pe ra­tio n an d m ai nt en an ce , N at io na l Cap ita l A ir port s. ”
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AMENDMENT REQUESTED

On  pa ge  12 , lin e 24 , a ft e r tli e wor d “i nc lu di ng '’ in se rt  “p urc has e of  th re e  pas se n­

ge r m ot or  ve hi cl es
HOUSE REPORT

D alien  In te rn a ti o n a l A irpo rt .— Th e co m m itt ee  is di sa pp oi nt ed  to  le ar n of  th e 

slo w pr og re ss  be in g m ad e in co m pl et in g th is  a ir p o rt  w hi ch  now  w ill  n o t op en  

u nt il  O cto be r 19 62 . A re vi se d bu dg et  est im a te  of $2 0, 1 0 0 ,0 0 0  w as su bm it te d 

d u ri ng  th e  co ur se  of  th e  hea ri ng s fo r ad d it io n al  co nst ru ct io n  re q u ir em en ts  a t 

th is  a ir p o rt  in cl ud in g $4 ,5 97 ,0 00  fo r 1 0  sm al l p ro je ct s an d  $ 1 5 ,5 0 3 ,0 0 0  fo r th e  

ad de d co st of  co n tr ac to r cl ai m s, in fl at io na ry  fa cto rs  an d un d er es ti m at io n  of 

co ns tr uc tion  co sts. Th e A d m in is tr at o r h as  in fo rm ed  th e  co m m it te e th a t sin ce  

even  th e re vi se d est im at es  we re  p re par ed  it  has  bec om e ev id en t th a t it  w ill  be 

ne ce ss ar y fo r th e Gov er nm en t to fin an ce  th e co ns tr uc tion  of  a t le a s t on e 4- ba y 

h a n g a r a t $ 6  m ill io n be fo re  th e a ir p o rt  ca n be us ed . E a rl ie r p la n s a n ti c ip a te d  

th a t th e  ai rl in es w ou ld  bu ild  th es e ad d it io n s to  th e  ba sic fa ci li ty .
A ft er  re vi ew in g th e  pr ob lem  ca re fu ll y , th e  co m m itt ee  is  re co m m en di ng  

$26 ,10 0,0 (X), in cl ud in g fu nd s fo r th e  h a n g a r w hi ch  w ill  bri ng  to ta l a p p ro p ri a ­

tion s to  d a te  fo r th is  a ir p o rt  to  $1 11 ,0 7 0, 00 0 . E st im at es  on  th es e co ns tr uct io n  

ite m s ha ve  no t be en  re du ce d be ca us e in no ci rc um st an ce s will  an y m or e ove r­

ru ns be co ns id er ed . T he  FA A is  al so  ex pe ct ed  to  pr ov id e cu st om s fa cil it ie s a t 

th e a ir p o rt  w ithi n av ai la b le  fu nd s.  T he  co m m itt ee  w an ts  to im pr es s up on  th e 

Ag enc y th a t al l fe es  an d re n ta ls  fo r th is  a ir p o rt , han g ar s,  an d fa ci li ti es  sh ou ld  

he at  a fig ur e th a t is suf fici ent  to  am ort iz e th e  en ti re  co st  of  ac quir in g la nd , 

co ns tr uc tion , m ai nt en an ce  an d in te re st  ov er  a re as on ab le  pe rio d of  no lo ng er  

th a n  2 0  to  25  ye ar s,  an d th a t esc ap e cl au se s sh ou ld  lx* in  al l co n tr acts  w he re by  

th e  G ov er nm en t ca n re ev al ua te  th em  ev er y 3 y ea rs  or  les s.
T he  co m m itt ee  ha s inc lu de d la ng ua ge  in  th e  bi ll to pr ov id e se p ara te ly  fo r 

m ai nt en an ce  an d oi> era ting co sts of th e ne w fa ci li ty . D ue  to  th e de la y in  co n­

st ru ct io n th e co m m itt ee  ha s all ow ed  $ 1 ,9 7 5 ,0 0 0  fo r th is  pu rp os e in st ea d  of  

$2 ,5 75 ,0 0 0 as  re qu es te d,  a re du ct io n of  $ 0 0 0 ,0 0 0  in  th e  es tim at e.

J. JUSTIFICATION

Th e H ou se  ac tion  re du ce d th is  ap p ro p ri at io n  by  $0 00 ,0 00 . T his  ac tio n is  

co nc ur re d in by th e Ag enc y as  th e es ti m ate  a s or ig in al ly  su bm it te d w as  ba se d 

on op en in g th e  a ir p o rt  a t an  e a rl ie r d a te  th an  is  cu rr en tl y  pl an ne d so  th a t th e 

$600.(XX) is no t re qu ir ed  d u ri ng  19 02 . T he  fu nd s all ow ed  by th e  Hou se  a re  

ne ed ed  to  re c ru it  an d tr a in  pe rs on ne l to  pr ov id e tir e an d po lic e pro te ct io n,  to  

fin an ce  cert a in  u ti li ti e s an d o th e r pr eo pe ni ng  co sts, an d to  pro cu re  oper at io n al  

eq ui pm en t.
You a re  re qu es te d to  am en d th e  ap p ro p ri a ti o n  la ng ua ge  to  au th o ri z e  th e  pro ­

cu re m en t of  th re e  pa ss en ge r ve hi cle s. T he H ou se  al lo w an ce  wi ll fin an ce  th es e 

ve hi cl es  bu t spe cif ic a u th o ri ty  in th e  ap p ro p ri at io n  la ng ua ge  is  ne ed ed . 

C ons tru cti on , W as hi ng to n N atio nal  Airpo rt

(H ou se  h ea ri ngs — No re fe re n ce )

Pag e 13, l in e 1, o f II .R . 74 45 :

19 61  ap p ro p ri a ti o n _______________________________________________ $4 , 50 0.  0<M>

19 62  bu dg et  e st im a te s____________________________________________  4, 20 0,  00 0

In cre ase  ( 4 - )  o r de cr ea se  ( — ) 1 9 62  e st im ate  ov er  19 61  ap -

p ri a ti on________________________________________________________ —300, 0<l0
1962 Ho use  al lo w an ce ____________________________________________  4, 200, 000
Hou se  re du ct io n from  19 62  e st im a te --------------------------------------------- 9

R es to ra ti on  re qu es te d-------------------------------------------------------------------  0

AMENDMEN T REQUESTED
No ne.

nO US E REPORT

W as hi ng to n N at io n al  A ir po rt .— An ap p ro p ri a ti o n  of  $ 3 ,2 25 ,0 0 0 is  re co m m en de d 

fo r op er at io n an d m ai nt en an ce  of  W as hi ng to n N at io na l A ir p o rt , a re du ct io n 

of  $ 5 ,0 00  be low  th e  19 61  ap pr o p ri at io n  an d $ 2 0 0 ,0 0 0  le ss  th a n  th e  19 62  bu dg et  

es ti m at e.  T hi s will  pr ov id e a $ 1 98 ,0 5 0 in cr ea se  ov er  th e co st  of  co nt in uin g th e
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program level of 1961. The committee has  also approved the  $4,200,000 request for construction of various  items to expand and modernize the faciliti es at  the airport including completion of an access road, expansion and moderniza tion of taxiway and apron systems, modernizat ion of sewer and water  systems, paving an area for  helicopter operat ions, and replacing and reloc ating  cer tain  ai r cargo faci lities .

Constructio n and Developmen t, Addition al W as hing to n Airport *
(House hear ings, pp. 76-81; 284-292)

Page 13, line 5, of H.R. 7445.
1961 appropriat ion_______________________________________  o
1961 budget est ima te---------------------------------------------------------  $20,100, 000Increase  ( +  ) or decrease (—) 1962 es tim ate  over 1961 appropr i­

ation-----------------------------------------------------------------------------+20 ,100,0001962 House allowance_____________________________________  26, 100, 000House reduc tion from 1962 est imate_______________________ +6 , 000, 000Res toration requested___________________________________  0

am endm ent req uested
None.

ho us e report

Dulles Internatio nal  Airport.—The committee is disappointed  to lea rn of the  slow progress being made  in completing thi s air po rt which now will not  open unt il October 1962. A revised  budget  est ima te of $20,100,000 was subm itted  during the course of the  hearings for  add itio nal  construction requ irem ents  at  this airi>ort including $4,597,(MX) for 10 small projects and $15,503,000 for the  added cost of con trac tor  claims, infla tionary factors,  and underes timation of const ruction costs. The Adm inist rator has  inform ed the  committee th at  since even the  revised estimates were prep ared  it has  become ev ident th at  it  will be necessary for  the  Government to finance the  cons truct ion of at  lea st one 4-bay han gar  at  $6 million before  the airpo rt can be used. Ea rlie r plans ant icip ated that  th e a irlin es would build these additions  to the basic facility.
Afte r reviewing the  problem carefu lly, the committee is recommending $26,- 100,000, including fund s for  the hangar which will bring  tota l appropriat ions 

to date for this  airpo rt to $111,070,000. Est imates on these construction items have not been reduced because in no circumstances will any more overruns be considered. The FAA is also expected to provide customs fac iliti es at  the ai r­por t wi thin  ava ilable funds.
The committee wan ts to impress upon the agency that  a ll fees and ren tal s for  thi s airp ort,  hangars and faci lities  should  be a t a figure th at  is sufficient to amor tize the ent ire  cost of acquir ing land,  construct ion, maintenance, and in­terest  over a reaso nable  period of no longer than 20 to 25 years, and th at  escape clauses  should be in all  contrac ts whereby the  Government can reevalu ate them every 3 years  or less.
The committee has included language in the bill to provide sepa rate ly for  main tenance and  operating costs of the  new faci lity . Due to the delay in con­struction the committee has  allowed $1,975,000 for this purpose inst ead  of $2,- 575,000 as requested , a reduction of $600,000 in the  estimate.

Civ il  Supe rsonic  Aircraft D evelopment  

(House hearings, pp. 81-91; 293-297)
Page 13, line 10, of H.R. 7445.

1961 app rop ria tion________________________________________  0
1962 budget estimate______________________________________  $12. 000. 000Increase ( +  ) or decrease (—) 1962 e stim ate over 1961 appropr i­

ation -----------------------------------------------------------------------------+12.000 .0001962 House allowance____________________________________  10, 000. 000House reduction from 1962 estim ate_________________________  —2, (MX), 000
Restora tion  requ ested_____________________________________  2. 000, 000
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AME NDMENT REQUESTED

On i«ig e 13, line  15, de le te  “$10 ,000 ,0 00 ” an d in se rt  “$ 12 ,0 00 ,0 00 ”.

UO USE REPORT

Ci vi l su pe rs on ic  a ir c ra ft  de ve lop men t.— T he  co m m itt ee  has  ap pr ov ed  $1 0 
m ill io n in st ea d of  th e $1 2 mill ion re qu es te d in  a re vi se d bu dg et  est im ate  fo r a  
fe as ib il it y st ud y of  th e de ve lopm en t of  a  ci vi l su pe rs on ic  a ir c ra ft . T he  st udy 
is  ex pe ct ed  to  re quir e 18  m on th s to  2 y ears  to  co mp let e. Th e co m m itt ee  w ill  
ex pe ct  th e A dm in is tr at or to  ho ld do wn  th e to ta l co st  an d do a  co mplete  jo b fo r 
n ot m or e th a n  $ 20  m ill ion .

JU ST IFICAT IO N

Th e P re si den t re qu es te d $1 2 mill ion fo r th e  in it ia l ef fo rt in  de ve loping  a civi l 
su pe rs on ic  a ir c ra ft . Th e de ve lopm en t and  pr od uc tion  of  th is  a ir p la n e  is  es ­
se nti al  to  co nt in ue d U.S.  le ad er sh ip  in  co mm er ci al  av ia tion . G ov er nm en t fina n­
ci al  as si st an ce  is  re qui re d sin ce  in dust ry  ca nno t fin an ce  th e de ve lo pm en t alo ne . 
I t  is an ti ci pat ed  th a t th e av ia tion  in d u st ry  w ill  fin an ce  a por tion  of  th e  co sts 
duri ng  de ve lopm en t st ag es  an d,  in  ad di ti on , a su b st an ti a l re co ve ry  of  th e  Gov­
er nm en t-f in an ce d co sts ca n be re al iz ed  by m ea ns  of  ro yal ti es  pa id  by pri v ate  
purc has er s of  th es e tr an sp o rt s.  Th e in it ia l re se ar ch  an d eva lu ation w ill  ta ke 
ap pro xi m at el y 2 ye ar s,  a t whi ch  tim e we  w ill  ca re fu ll y  ev al uate  th e adv is ab il it y  
of  c on tinu in g w ith  th is  p ro je ct .

It  is, th er ef ore , im p o rt an t th a t a th or ou gh  ex am in at io n of  a ll  ph as es  of  th is  
pr og ra m  be m ad e in  th es e fi rs t 2 ye ar s.  In  ad dit io n  to  th e  $1 2 m ill io n re ­
qu es te d fo r 19 62 , an  ad dit io nal  ap pro p ri a ti o n  w ill  be re quir ed  du ri n g  19 63  to  
co mplete  th is . T he  H ou se  re p o rt  st a te s th a t we  a re  ex pe ct ed  to  co mplete  th e 
fe as ib il it y  st ud y fo r $2 0 m ill io n or  les s. W e w ill  ke ep  ou r co sts to a m in im um  
bu t we  ca nn ot  ac hi ev e o ur ob ject iv e fo r $2 0 m ill ion.  We sh ou ld , ho wev er , be 
ab le  t o lim it  o ur  c os t of  th is  p ha se  o f th e pro gra m  t o $5 0 mi llio n.

Th e $1 0 mill ion al lo wed  by (h e H ou se  w ill  not  fin an ce  duri ng  19 62  ad eq uat e 
co m pe tit iv e a ir fr a m e  an d en gine  an aly ti cal st udie s an d re se ar ch  by in d u st ry  on 
a tim ely ba sis. We  ar e,  th er ef or e,  re ques ting  th e re st o ra ti o n  of  th e  $2  mill ion 
de le te d by th e Ho use .

Th e FAA , w ith th e as si st an ce  an d co op er at io n of  th e D ep ar tm en t of D ef en se  
an d th e  N at io na l A er on au tics  an d Sp ac e A dm in is tr at io n, h as  de vo ted  co ns id er ­
ab le  tim e an d ef fo rt  to  a stud y of th is  qu es tio n.  Th e FA A ha s re ce ntl y  com ­
pl et ed  m ee tin gs  an d di sc us sion s w ith to p off icia ls of  le ad in g U.S . a ir c ra ft  an d 
en gi ne  m an ufa ct ure rs , as  we ll as  w ith  off icia ls of  U.S . a ir  carr ie rs . In  o rd er  to  
fu lly under st an d  th e ne ed  fo r th e $1 2 mill ion ap pro pri at io n  in fis cal y ear 19 62  
an d th e  im po rt an ce  of  th es e fu nds to  th e  nati o n al in te re st  in a co m m er ci al  su ­
pe rs on ic  tr a n sp o rt  a ir c ra ft , th e fo llo w in g co nsi der at io ns w hi ch  ha ve  em erge d 
from  ou r st ud y an d an al ysi s of th is  pr ob lem are  im po rt an t.

( a )  Th e de ve lopm en t of a co mm er cial su pe rs on ic  tr a n sp o rt  a ir c ra f t ap pea rs  
ce rt ai n . Th e qu es tio n is w he th er  th is  a ir c ra ft  w ill  be deve lop ed  by th e  U ni te d 
Sta te s,  by one of  ou r al lies , or  by Rus sia.

(I ))  Due  to th e  trem en do us  pro du ct iv ity of  su ch  an  a ir c ra ft , th e fr ee  w or ld  
m ark et is  lim ited  to pr ob ab ly  26 6 a ir c ra ft . The  fi rs t co un tr y to  de ve lop a sa fe , 
re lia bl e,  an d ec on om icall y co m pe tit iv e su pe rs on ic  tr a n sp o rt  a ir c ra f t w ill  un­
do ub te dl y cap tu re  t h is  f re e  w or ld  m ar ke t.

(c ) The  te ch ni ca l fe as ib il it y  of  a civ il su pe rs on ic  a ir c ra ft  is es ta bl is he d by 
U.S . re se ar ch  an d ex pe ri m en ta l an d m il it ary  a ir c ra ft . The  pr ob lem  is to  as su re  
de ve lopm en t of  a civ il su pe rs on ic  a ir c ra ft  th a t h a s th e sa fe ty , re li ab il it y , an d 
eco no mi c ch ara cte ri st ic s re qu ir ed  fo r sa ti sf ac to ry  co mm er ci al  se rv ice . A na ly t­
ic al  st ud ie s an d re se ar ch  by  G ov er nm en t ag en cies  an d in d u st ry  are  re qu ir ed  to  
ad va nc e th e “s ta te  of  th e a r t” to  pr ov id e an  ad eq uat e te ch ni ca l ba si s fo r a de ci­
sio n th a t th e re qu ir ed  sa fe ty , re li ab il it y  an d ec on om ic ch ara cte ri st ic s ca n he 
ac hiev ed .

(i l )  In d u st ry  no rm al ly  fin an ce s de ve lo pm en t of  co mmercial tr a n sp o rt  a ir c ra ft . 
The  m ag ni tu de  of  th e  de ve lopm en t pr og ra m  an d p re se nt fin an cia l h ea lt h  of  th e 
U.S . m an ufa ct uri ng  in d u st ry  pr ec lu de  an  u n d ert ak in g  of  su ch  a pr og ra m  alo ne  
on a tim el y ba sis. Gov er nm en t fin an cia l ass is ta n ce  is  th er ef ore  re qu ir ed .

( r )  A pr og ra m  of th is  n a tu re  ha s ne ve r been  und er ta ke n in  th e U ni te d St at es . 
Th e co nc ep t is  on e of  Go ve rn men t ass is ta nce  to  in d u st ry  w hi le  a t th e sa m e tim e 
re ta in in g  to th e  m ax im um  de gr ee  po ss ible th e  tr ad it io n al fr ee  ente rp ri se  el em en t 
of  c om pe tit ion.
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(/)  Competition  is  v ital  to assure maximum ingenuity in solving c ritic al prob- 
lems in independent analy sis of problem solut ions.
(g) The $12 million requested for fiscal yea r 1962 is less than the amount rec­

ommended by the technical staff personnel studying  this  problem. It is consid­
ered the minimum amount required to adequately fund the first yea r effort of 
analytica l study  and research  by qualified U.S. a irc ra ft and engine companies at 
a level requi red to make a final decision on a timely basis.

(/i) Reduction in the  $12 million request will force eith er a limi tation on the  
number of companies par ticipat ing  in the  competitive  efforts of indu stry  or  in the 
amount of work performed. The United Sta tes could then be placed in the posi­
tion of ei ther  making a decision with insuff icient inform ation  or delaying the deci­
sion, thus giving undue ad vantage to our competi tors.

P repared Sta tem ent

Senator Magnuson. You have a statement here, and we will be glad 
to hear from you.

Mr. Halaby . Thank you, Mr. Chairman.
If  you will prefer,  I would be glad to leave this in the record and h it 

the highlights.
Senator Magnuson. Yes, why don’t you do that ? We will put this 

in the record in full, and then you can discuss the highlights.
(The statement referred to follows:)

Sta tem ent  by  Naje eb  E. Halaby , Adm inistr ato r, F ederal Aviat ion Agency

I appreciate the opportunity to present to you the Federal Aviation Agency's 
program and fund requi rements for the  1962 fiscal year. We are  here to help 
you evaluate  the needs of our Agency and to set for th the reasons why cer tain  
of the reduc tions approved by the House should be restored.

When we testified before the House Appropriations Subcommittee for Inde­
pendent Offices, I advised  the committee that  I believed the Fede ral Aviation 
Agency’s 1962 budget  was basically sound, but sta ted  some rese rvat ions  since I 
bad not had the time to become fully fam ilia r with  its detai ls. In the 2 months 
since these hearings, I have been able to learn much more about the  program 
requirements of the Agency, and am prepared  to sta te that  the amounts re­
quested for restoration  are  needed if we are  to close the gap between our 
capabilities of providing services and the  needs of civil and mil itary aviat ion. 
This  gap, which has been widening for the previous 15 years,  is jus t now begin­
ning to be filled.

The House of Representatives has  approved appropriations  for the Federal 
Aviation Agency tota ling  $723.5 million. The President's budget requested 
$744.3 million. This is an actual reduc tion of $26.8 million, since the House 
allowance includes $6 million for an urgently  needed han gar  at  the  addi tiona l 
Washington Airport, which was not formally requested by the  President.

We are  gratified th at  the House supported many of our new and expanded 
program needs. We believe that  the House made a conscientious effort to u nde r­
stand and support the  essential activities of the  Agency, and on the whole we 
regard the House action  as reasonable and constructive. For  this we are  most 
apprec iative.  Because this  was the case, we have carefully  reexamined our 
requ irements and have endeavored, wherever feasib le without haz ard  to avia­
tion safety or jeopardy  to the public inte rest , to comply with the  inte nt of the 
House of Rep resentatives in acting  on our  appropr iations bill. We have, the re­
fore. been qu ite selective  in determ ining  the amounts we are appealing. We will, 
however, need $21.1 million of the $26.8 million denied by the House if we are 
to make full use of faci lities  that  cost over $100 million and are  alre ady  au­
thorized , and are to move ahead with essential programs in 1962. In addition, 
severa l res tric tions have  been placed in our  appropr iation language and several 
stat eme nts have  been included in the House report, which would seriously  reta rd 
our program if they were to be imposed on the Agency dur ing the coming year.

In my le tte r to the committee, dated  Jun e 14. 1961, I explained in more specific 
deta il the  impac t the House actions would have on our planned 1962 program.  
There fore, with  your concurrence, my opening remarks will be directed prim arily  
to a review of some of the  actions that  have been taken to improve the operat ion 
an^ mani’winp nt of the Agency and to assure  that  the resources made available 
to it  are efficiently used.
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MAN AGE MEN T REPORTING ANI)  CONTROLS

One of  th e mo st en co urag ing th in gs  I dis co ve red  on re tu rn in g  to  th e  Fed er al  
se rv ice was  th a t th ere  in th e  FA A th ere  are  som e m an ag em en t tool s as good  
an d in man y way s be tt er  th an  thos e foun d ge ne ra lly  in  pri vate  in dust ry . The re  
is av ai la ble  to  th e A dm in is tr at or a mon th ly  re port  of  defic ien cie s an d m aj or  
ac co m pl ishm en ts . Eac h quart e r we  review  th e st a tu s  of  al l m aj or  Agency 
pr og ra m s to  co mpa re  pr og re ss  ag ain st  es ta bl ishe d ob jec tiv es . At  th e same 
tim e, th e  p ri o ri ti es in th e use of  th e Ag ency’s m aj or appro pri at io ns a re  reex ­
am in ed  to  mak e cer ta in  th a t th e g re ate st  po ss ible bene fit s to  av ia tion  are  being  
ac hiev ed  w ith  av ai la bl e fu nd s.  A m an ag em en t in fo rm at io n ce nte r has  been 
es ta bl is he d ne xt  do or  to my office to  ke ep  me  an d al l to p m an ag em en t co nt in u­
ou sly  ad vi se d of  im port an t tr en ds an d de ve lopm en ts inv olving  mor e th an  90 
Agenc y ac tivi ties . Thi s is  a ce nte r fo r d ir ec ting  un ity an d econom y of  ac tio n.  
Assoc ia ted w ith  th e  ce nt er  is th e p re para ti on  of a da ily bul le tin to  a le rt  th e 
A dm in is tr a to r an d pr in ci pa l off icia ls of  im port an t de ve lopm en ts  w ithi n a m at ­
te r of ho ur s.  The se  th in gs  a re  men tio ne d,  Mr.  C ha irm an , to  em ph as ize th a t 
th e Agency is de te rm in ed  to m an ag e it s hu m an  an d fina nc ia l re so ur ce s wel l an d 
to  us e vigo ro us ly  th e mos t mod ern m ac hi ne ry  to  m ak e th is  poss ibl e.

ADVICE SOUG HT ON FAA PROBLEMS

As a p a rt  of  th e jo b of as su m in g th e di re ct io n of  th e Fed er al  Avi at io n Agency 
an d de te rm in in g w hat it  ne ed s to  do, ad vice  has  been so ug ht  from  m an y qu al i­
fied source s. The  vie ws  of  al l in di vid ual  ai rm en  ha ve  been  so lic ite d.  I ha ve  
m et  w ith  re pre se nta tives  of m an y av ia tion gr ou ps  an d as so ci at io ns , includ ing 
th e fl ight  en gine er s, a ir c ra ft  ow ne rs  an d pi lo ts,  ai rl in e  pi lo ts , an d a ir  tra ffic  
co nt ro ller s.  I ha ve  so ug ht  th e co un se l of  fo rm er  A dm in is tr at ors  of th e Fed er al  
Avi at io n Agency an d th e Civil  A er on au tics  A dm in is trat io n.  I ha ve  vis ited  fo ur  
of ou r six FA A reg ions , as  well  as  th e aero nau ti ca l ce nt er  an d ou r na tional  
av ia tion  fa ci li ti es  ex pe rim en ta l ce nt er , to ge t a t th e prob lems whe re  th ey  or ig i­
nate  an d sh ou ld  be solved . A sp ec ia l re ex am in at io n of th e W as hi ng to n In te r­
nat io nal  A irport  pr oj ec t ha s been mad e by ex pe rt s in a ir po rt  co ns truc tion  an d 
opera ti on ; an d I ha ve  met w ith  off icia ls of  ot he r ag en cies  w ith  pr og ra m s re la ­
ted to or  im ping ing on thos e of  th e Fed er al  Aviat io n Agency. Of p art ic u la r 
va lue has  been a 3-day sess ion  la st  mon th  a t th e na tional  av ia tion  fa ci li ti es  
ex pe rim en ta l ce nt er , in wh ich  th e top W as hi ng to n an d field  off icia ls of  the 
Agenc y in te ns iv ely co ns idered  pre se nt an d fu tu re  ne ed s of Ag enc y pr og ra m s an d man ag em en t.

As you  kno w,  we  wish al so  to ta ke th e fu ll es t poss ibl e ad van ta ge of  th e 
kn ow led ge  wh ich  th is  co mmitt ee  has ga ined  in it s revi ew  of  th e Fed era l Avia­
tion  Ag ency’s pr og ra m  an d bu dg et es tim at es . I wi ll we lco me  yo ur  co mmen ts 
an d su gg es tio ns  duri ng  th es e hea ri ngs  an d such  su bs eq ue nt  view s as  th e com ­
m it te e may  pr es en t. I wi ll la* h ap py  a t an y tim e to m ee t fu rt h e r w ith  th e chair ­
m an  or  mem be rs  of  the co mmitt ee  in an  ef fo rt to cl ea r up  an y que st io ns  wh ich  
ma y no t be  fu lly  res olv ed  in th e co ur se  of th es e he ar in gs .

Thre e m aj or st udie s desig ned in p a rt  to  pr ov id e a be tt e r ba si s fo r det er m in in g 
how  th e Fed er al  Aviati on  Agenc y can mak e th e mo st ef fect iv e co nt ribu tion  
to w ar d sa fe ty  an d effic iency in av ia tion ha ve  bee n laun ch ed . W ith we ll-d efined , 
lo ng -ran ge  ob ject ives , g re ate r un ity  an d econom y in G ov er nm en t wi ll re su lt.  
W ith  a pr ac ti ca ble  sy stem s plan , we  wi ll ac hi ev e th e mo st national  ca pac ity  fo r 
sa fe  op er at io ns  w ith th e le ast  outl ay  of  pu bl ic  fund s.

NATIONAL  AVIATION GOALS STUDY

The  fi rs t of th es e stud ie s is co nc erne d w ith th e de ve lopm en t of  a st at em en t 
of nat io na l av ia tion  goals  fo r th e pe riod  be tw ee n now  an d 1970. Sho rt ly  a ft e r 
my de sign at io n as  A dm in is tr at or of  th e  Fed er al  Aviat ion Agenc y I in fo rm ed  the  
Pre si den t of  my  st ro ng  be lie f th a t a c le a re r de fin ition  of  go als an d ob jec tiv es  
fo r av ia tion  w as  es se nt ia l if  th e p a rt s  of  th e  ex ec ut ive br an ch  an d th e Co ngres s 
w er e to  work to get her  eff ec tiv ely  in de ve loping  a nat io nal  av ia tion sy ste m. Th e 
Pre si de nt , on March  3, aske d me to  pro ceed  w ith  such  a stud y,  which  ha s been  
de sign at ed  “P ro je ct  Hor izo n.” To  a ss is t in ca rr y in g ou t th e P re si den t's  dir ec tive  
I ha ve  es ta bl is he d a ta sk  fo rc e under  th e ch ai rm an sh ip  of  Mr. Fre d Glas s of 
New York. It  wi ll def ine  th e ob ject iv es  of  th e Fed er al  Gov ernm en t th ro ug h th e 
bo ar d sp ec trum  of av ia tio n.  The se  go als a re  to  be ba se d on fo re se ea bl e te ch ­
nica l an d fin an cia l ca pa bi lit ie s an d fo rm ula te d  in te rm s of  th e appro pri a te  rol e 
of  av ia tion  in th e N at io n’s to ta l tr an sp o rt a ti on  sy ste m. Thi s gr ou p is no t con-
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cernetl with cur ren t programs or operations. They look at  and over the horizon.
Within a sho rt time I exjiect to present to the  Pre side nt a repo rt which sets 

for th natio nal avia tion  goals with  sufficient definitene ss to fac ilit ate  pract icable , 
long-range planning. Once th at  repo rt is avai labl e it will be possible for the 
executive branch  and the Congress to push on with  the development of avia tion
with  even gre ater confidence.

SC IENT IFIC AND ENG INE ERING REVIEW

It  has also seemed to me to be essential th at  ther e be unde rtak en a scientific 
and engineering  review of our  aviat ion faciliti es and our rela ted resea rch and 
development effort and th at  the re be prep ared  a long-range plan to ass ure  effi­
cient and safe control of ai r traffic within  the United States. The Pres iden t, on 
March 8, approved such a review, which we are calli ng Proj ect Beacon, and re­
quested me to work in close cooperation with Dr. Wiesner, Chai rman of the 
Preside nt’s Science Advisory Committee, and with  the task  force  on national  
aviatio n goals. We have estab lished  a scientific advisory group unde r the  chair ­
manship of Dr. Jero ld Zac har ias to ass ist in thi s study.

A Proj ect Beacon task  force under the cha irm anship  of Mr. Richard  R. 
Hough of Ohio has been given the respo nsibili ty for prep arin g a plan for  an 
order ly and economic evolution of the present system of ai r traffic control in 
pace with contin uing advances in technology and  nationa l needs. As a resu lt 
of this review I soon expect to present to the  Pre sid ent  a repo rt sett ing  for th 
a well-conceived plan  for managing ai r traffic now and in the futu re. We are 
continuing to look har d while  we are working forward and this plan may or 
may not requ ire supplemental appropriat ions.

RU LEMA KIN G AND ENFO RCEM ENT PROCEDURES

An element of the  Agency’s program th at  has been highly contro versia l has 
been the proced ures involved in rulem aking and enforcing.  It, therefore, 
seemed necess ary to have a thorough review made of this portion of our pro­
gram. This  task has  been assigned to a four-man consult ant group and this  
progra m identified as Pro ject Tightrope. Members of this  group are  prominent 
atto rne ys and pilots  with  extensive experience in adm inistra tive law and avia­
tion problems and are  oper ating  under  t he cha irm anship  of Mr. Lloyd N. Cu tler, 
a promin ent atto rney in the  Dis tric t of Columbia.

Thei r review will include the methods utiliz ed to sat isfy the  requi rements 
of the Fede ral Aviation  Act a nd the Adm inis trat ive Proc edur e Act as they apply 
to the  rulem aking activ ities of the Agency.

STUDIES

Tn addition to these  thre e imp orta nt projects  by tas k forces and cons ultan ts 
from outside the  Agency, the re are  a number of imp ort ant  stud ies unde rway 
with in the Agency designed to improve our opera tion  and managem ent.

Two of the  most compreh ensive studies curre ntly being conducted with in the 
Agency are : (1 ) An analysi s of the Agency’s ai r navi gatio n faciliti es mainte­
nance  function which we hope will lead to be tter use  of skilled main tenance 
personnel and incre ased  employee productiv ity. We call this  Pro ject  Searc h­
light . (2 ) The reev alua tion  of the supply system of the Agency (Pr oje ct Pipe­
lin e) which should point the  wa y to s ubstan tial  futur e savings  and bet ter service 
thro ugh the moderniza tion of supply pr actices.

AGENCY REORGANIZATIONS

We recently adopte d plans for  stren gthe ning  Agency manag ement by cen tral ­
izing  the development of plan s and programs  in Wash ington  and delega ting 
oper ation al responsibi lities  to the regional offices. Thi s will be an evolu tionary 
prog ram which will begin on Jul y 1. 1961. We must have more responsiv e and 
be tter coordina ted service in the  field and stronge r general manag ement  in 
Washington. There is also an urgent need for  a sense of unit y of purpose in the 
Agency so t ha t all elements  can work togethe r construct ively  in servin g avia tion 
and the public. The new o rganization will perm it us to make imp orta nt progre ss 
in meeting these  needs.

Our plans  to decentralize  the  authority  from Washington to the  field and 
within the  field involve broadening the  autho rity  of the  regiona l officials. The 
programs of the  Agency are so inte rre lated th at  we mu st thin k and operate  as
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a single un it ra ther  tha n seve ral independent progra ms. We also need to be 
able to act  quickly  and decisively at  the  held level. To make thi s possible each 
region  will shor tly be placed und er the  supervision of a Fed era l Aviat ion Agency 
Assist ant  Adm inis trator for  the  par tic ula r area . The as sis tan t adminis tra tor  
for  the eas tern region has been selected and he will lie resjionsible for  ojierat ing 
all prog ram s (exc ept our  tes t fac ilit y at  Atla ntic  Cit y) in the  are a of the  for ­
merly  designated  region 1, w ith hea dquar ters in New York. Other appo intments 
of a ssi sta nt  ad minis tra tor s f or regions will be announc ed soon.

In  Washingto n there are  cur ren tly  13 offices and bur eaus repo rting dire ctly 
to me. In order to reduce this span  of supervis ion, I am appoint ing thr ee depu­
ties  in Wash ington  who will be responsi ble to me for  plan ning  and dire cting the 
oper ation s of the  Agency. The sta tut ory Deputy Adm inis trator, who will serve 
as Acting Admin istrator  in my absence, will be the general man ager of the 
Agency’s operations. He will coordinate the acti vities of the  regional offices 
and the  operating programs  in Washin gton. The Deputy Adminis trat or for 
Pla ns and Development will direct  and coordinat e long-rang e p lannin g, researc h, 
and  developm ent for  t he Agency. The Deputy  Adminis trat or for  A dministr ation  
will plan, direct  and coor dinate the  adm inistrative mana geme nt of the  Agency, 
including budg etary , personnel, and  mana gement services functions . The Office 
of General Counsel, the Office of Congressional Liaison and the  Office of Public 
Affa irs will contin ue to  report to the  Office of the  Ad min istra tor.

I am also apiioin ting a Board  of General Advisers to enable us most effectively 
to secure the advice and help of senior, experienced person nel of the  Agency. 
Addit ionally, a scientific advisory group  of outstan ding scie ntis ts from outside 
the  Agency will soon be establ ished .

As the  result  of a thorough staf f analysis , we have determined th at  an addi­
tion al region is required for  the  adm inistratio n of the Agency’s field activi ties. 
This  region will serve seven South ern Sta tes eas t of the  Mississippi River now 
under the supervision  of our Sout hwest region, which has its hea dqu arte rs at 
Fo rt Worth , Tex. The new regional hea dqu arters will be at  Atlanta , Ga. 
Stud ies of Agency field adm inistration have made clea r th at  the re is need to 
reduce  the span  of supervision of the officials a t the Fo rt Worth region al head­
qua rters. In addit ion, the re is a need to have a region identified with  an 
economic and cul tur al are a as imp ort ant  as the Sou thea stern State s. We must 
develop a bet ter und erstanding of the commun ities service, pa rtic ula rly  if we 
are  to im prove our coordination with  the  S tates , local communities, and indus try.

In esta blishing  the Atl anta  office, we propose to design its  staffing to the  ab­
solut e minimum consis tent with  effective supervision  of the new region. I am 
convinced th at  we can, throu gh skilled management, reduce our  region al head ­
qu art ers  costs. We e xpect the lessons learned in sett ing  up thi s region al head­
qu art ers  on a delib erate ly lean basi s will enable us to improve services and ad­
min istr ation in other regions a nd save us money in t he long run .

ADDITIONAL SPAC E FOR AGENCY ACTIVITIE S

The House rep ort expressed concern over our enterin g into  long-term  rental 
con trac ts for buildings cons tructed to our  specifications. We are  to advise  the 
Inde pend ent Officers Appropriation s Subcommittee in adva nce rega rdin g any 
fu tur e long-term space r ent al con trac ts t ha t we plan  to make.

We will he pleased to advise  the App ropr iatio ns Committee  whenever we plan 
to ent er into this type of contract . It is evident , however, th at  we did not make 
it sufficiently c lear  that  the long-term ren tal  con trac ts for the Civil Aerona utical 
Research In sti tute and other fac iliti es at  our aero nau tica l center are  jus t as 
favo rabl e to the Government  as would he dire ct Federal const ruction. We 
would not ent er into such a con trac t if the  rents were excessive or if other  
aspects of the arrangem ent were disa dvantag eous to the Government.

The expans ion of the programs of the  FAA over the pas t severa l years has 
gen erate d a need for addition al space to house its activ ities . Where ver prac tica l 
we wan t to locate  our activitie s nea r avia tion  faci litie s and opera tions. We 
have a positive  program for eva lua ting  all alt ern ative methods of ac quir ing space 
and for consi stent ly using the method th at  is most adva ntag eous  to the Federal 
Government. This  program has been car ried  out in coordination with  the 
General Services Adm inistration and has involved three main method s of a cqu ir­
ing space, n am ely :

(1 ) Throu gh securing  space in Government build ings constructed and 
mai ntain ed by GSA. as in the case of Washington hea dqu arters  buildings .

71036— 61-------34
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(2 ) G ov er nm en t co ns truc tion  w ith  fu nds ap pro pri at ed  to  FA A pri m ari ly  
fo r op er at io ns  b ui ld in gs  s uch a s a ir  r out e tra ffi c co nt ro l c en te rs .

(3 ) Thr ou gh  leas es  ra ng in g fro m 1 to 5 ye ar s,  ge ne ra lly ne go tiat ed  by 
th e GSA.

(4 ) Thr ou gh  long -te rm  lea se s ne go tiat ed  by GSA w he re  th e te rm s of  th e  
leas e co m pa re  fa vo ra bly  to Gov ernm en t co ns truc tion  in te rm s of  cost.  Thi s 
la tt e r pol icy  ha s be en  used pr im ar ily  a t th e FA A A er on au tica l Cen te r a t 
Oklah om a Ci ty  whe re  th e lan d is ow ned by th e ci ty , an d whe re  loca l official s 
ha ve  ar ra nged  fin an cin g a t low in te re st  ra te s an d pr ov id e fa cil it ie s on  a 
no np ro fi t ba sis.

Ther e is  curr en tl y  be ing co ns tru cted  a  Civi l Ae romed ical R es ea rc h In s ti tu te  
bu ildi ng  a t th e aer onau ti ca l ce nt er  to give  us  th e mod ern la bora to ry  fa cil it ie s 
re qu ir ed  to  carr y  ou t ou r im po rtan t av ia tion  m ed ic al  re se ar ch  pr og ra m  of  th e 
Agency.

Our  cu rr en t pr og ra m  al so  includ es  se ve ra l o th er bu ildi ng s a t th e aero nau ti ca l 
ce nte r fo r which  we  are  te nt at iv el y co mm itt ed . Ther e a re  no  fu nds  in  th is  
est im at e fo r re n ta l of th es e bu ild ings  as  th ey  wi ll not he  complete d unti l fiscal 
year 1963. The se  bu ilding s ar e al l urg en tly ne ed ed  to pr ov ide spac e fo r th e fo l­
lowing ac ti v it ie s:  (1 ) T ra in in g c en te r headquart ers  an d tr a in in g  sp ac e;  (2 ) a ir ­
c ra ft  an d ai rm en  reco rd s rece nt ly  tr an sf e rr ed  from  W as hi ng to n;  an d (3 ) ba se  
m ai nt en an ce  s hops . We w ill  s ho rt ly  p re es en t to  both A pp ro pr ia tio ns  Su bc om mit­
te es on  In de pe nd en t Offices ou r pl an s fo r th es e ad dit io ns to  th e aer onau ti ca l 
ce nte r pl an t.

CONSTRUCTION ANO DEVELOPMENT, ADDITIONAL WA SHINGTON  AIRPORT

The re  is a need  to c la ri fy  ce rt ai n st a te m ents  in th e Hou se  co mmitt ee  re po rt , 
which  pert a in  to  th e reco ve ry  of th e G ov er nm en t’s in ve stm en t in th e ai rp ort . 
We fu lly co nc ur  w ith  w hat we  be lieve  is  th e  in te n t of th e Hou se  co m m it te e;  
na mely, th a t fees  an d re n ta ls  shou ld  be es ta bl is hed  wh ich  as su re  reco ve ry  of 
in te re st  an d de pr ec ia tion  upon the G ov er nm en t’s in ve st m en t ov er  th e pe riod  of 
th e  u se fu l li fe  of th e a ir port . To accompli sh  th is  obj ec tiv e we  p lan th a t reco ve ry  
of  in ve stm en t will  be achiev ed  th ro ug h ap pl yi ng  th e  same pr in ci pl es  curr en tly  
in eff ec t a t o th er m aj or a ir port s.  How ev er,  a st ri c t in te rp re ta ti on  of  th e  Ho use 
st at em en t wo uld  pr ev en t ou r do ing  th is . F ir st , th e Ho use re po rt , wh en  st ri c tl y  
in te rp re te d, re qu ir es  th e rec ov ery of th e  en ti re  co st  of  th e ai rj io rt . A t o th er 
m aj or a ir po rt s fu nds supp lie d by th e Fed er al  G ov er nm en t un de r th e Fed er al -a id  
ai rp ort  pr og ra m are  no t rec overed . At  C ha nt il ly  we  do no t co nt em pl at e rec ov ­
er in g th a t p a rt  of  th e  in ve stm en t wh ich  is co m pa ra bl e to  Fe de ra l fin an cing  
ac tu al ly  rec eive d by m ajo r ai rp ort s un de r S ta te  or  loca l go ve rnmen t ow ne rshi p.  
By so doing,  th e  a ir po rt  is  pla ced in  a tr u e  co m pa ra bl e op er at in g po si tio n w ith  
ot her  m aj or a ir po rt s w ithi n th e I ’ni te d S ta te s.  F urt her,  th e  Ho use re port  can 
be in te rp re te d to  ur ge  reco ve ry  of th e co st  of  ac quir in g lan d. Con si st en t w ith  
com mon pr ac tic es , reco ve ry  would  be m ad e on ly of  in te re st  on la nd  in ve stm en t 
on th e pr em ise th a t la nd  do es  n ot de pre ci at e in va lue. The  H ou se  c om mitt ee  ha s 
also  st a te d  th a t reco ve ry  is to be re al ized  “o ve r a re as on ab le  pe rio d of  n o long er  
th an  20 to  25 yea rs .” We believ e in te re st  an d de pr ec ia tion  are  mo re  pr op er ly  
plac ed  upon  tiie pe rio d of  us eful  lif e of th e  p art ic u la r a ir po rt  fa ci li ty . F or 
ex am ple, cert a in  eq ui pm en t an d fa ci li ti es  may  he ex pe cted  to de pr ec ia te  ov er  5- 
an d 10 -year pe riod s an d su ch  costs  shou ld  be  reco ve red acco rd ingly.  Co nvers ely , 
ot he r fa ci li ties , such  as  th e  te rm in al  bu ild ing,  may  ha ve  a re al is ti c dep re ci at io n 
pe rio d of  as  long  as  40 ye ar s.  Yo ur ac ce pt an ce  of th e fo rego ing in te rp re ta ti on  
wi ll gr ea tly  ass is t us  in pl an ni ng  fo r th e ope ra tion  of  t he  a ir port .

Th e Hou se  re port  m ak es  it  cl ea r th a t we  a re  to  co ns tr uct  an  op er at io na l a ir ­
port  w ith th e $111,070,000 th a t wi ll be av ai la bl e if  th e am ou nt  all ow ed  by the 
Ho use is ap pro pri at ed  by the Co ng res s an d th a t no  co st  ove rr un s wi ll he co n­
side red.  W e a re  conf iden t th a t we can co ns truc t an  a ir p o rt  th a t wi ll co nt ai n 
all  of th e fe a tu re s in clud ed  in ou r bu dg et  est im at e fo r th is  am ou nt , al th ou gh  
it  w ill  lack  som e fa ci li ti es  such as  th os e re qui re d fo r a ir  ca rgo.  W he n th e 
ac tiv ity  a t th e a ir p o rt  in cr ea se s beyond  th e tra ffic- an d pa ss en ge r-ha nd ling  
ca pa bi lit y now be ing prov ided , fu rt h e r ex pa ns io n will  be needed , ju s t as  it  has  
been ne ce ss ar y fo r al l m aj or ai rp ort s to  ex pa nd  th e ir  fa ci li ti es  to  ac co mmod ate  
in cr ea se  in  de m an ds  fo r servi ce . I w an t to  m ak e th e reco rd  cl ea r th a t we  pla n 
to co ns truc t an  op er at io na l a ir po rt  w ithin  th e fu nds all ow ed  by th e Ho use, bu t 
th a t ad di tion al  ca pital  inve stm en ts  wi ll be re quir ed  if  th e ac tiv ity  a t th is  a ir ­
port  in cr ea se s su bs ta nt ia lly.
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OVERSEA ACTIVITIE S

T he  Hou se  re port  st a te s th a t no  fu nds ha ve  been pr ov id ed  fo r bu ildi ng  up  
st af fs  in ov er se a are as an d ur ge s us  to  re ly  on co mm ercial  peop le al re ad y ther e.  
O ur  p la ns do  no t includ e an y ov er se a ac ti v it ie s th a t co uld be co nd uc ted by 
in dust ry  re pr es en ta tive s.  L as t year we re qu es te d fu nds to  tr a in  se ve ra l civ il 
a ir  a tt aches fo r tr an sf er to th e S ta te  D ep ar tm en t duri ng  ov er se a as sign men ts . 
T his  re qu es t w as  denied  an d we ha ve  no t used  an y of  our cu rr en t fu nd s fo r 
th is  pu rp os e no r ha ve  we incl ud ed  fu nd s in  th e 1962 es ti m ate  fo r th is  prog ram.

We do, howe ver, ha ve  an  oper at io nal  need fo r jie rson ne l a t ov er se a as sign ­
m en ts . We cu rr en tly  ha ve  59 em ploy ee s loca ted ov er se as  to  carr y  ou t th e 
re sp on si bi li ti es  of the Fed er al  Avi at io n Agency, pri m ari ly  to  in sp ec t Ame ric an - 
flag ca rr ie rs  op er at in g on a w or ld w id e ba sis. O ur  1962 est im ate  in clud es  six  
addit io nal  po si tion s fo r th is  pu rp os e an d it  is no t be lie ve d th a t th e  us e of  ou r 
fu nds to  carr y  ou t ou r ba sic re sp ons ib il it ie s re ga rd in g th e sa fe ty  of  th e us er s 
of  Amer ican -fi ag  ca rr ie rs  th ro ughout th e wor ld  is  in co nsi st en t w ith  th e in te nt 
of  th e Ho use re po rt .

CIV IL AEROMEDICAL RESEARCH

The  ac tio n of  th e Ho use in  pl ac in g a lim itat io n of  $1.5 mill ion and 120 po si­
tions  on ou r av ia tion med ical re se ar ch  pr og ra m  pr ob ab ly  re su lt s from  an  in ­
ab il it y  on  ou r p a rt  to  p re se nt cl ea rly en ou gh  th e ba si s an d scope of  th is  ac tivi ty . 
The  Hou se  al lo wan ce  wi ll ac tu a lly  do li tt le  mo re  th an  fin an ce  th e fu ll -y ea r co sts  
of  ou r 1961 pr og ra m . We re qu es te d 227 po si tion s an d $3,660,000  fo r th e enti re  
m ed ical  re se ar ch  pr og ra m, of  w hi ch  ap pro xi m at el y 200 po si tion s an d $2.2 mi llion  
wou ld  ha ve  fina nc ed  th e oper at io n of  th e  Civi l Aerom ed ical  Res ea rc h In s ti tu te  
a t th e  ae ro nauti cal ce nt er . Sub se qu en t to  ou r Hou se  ap pro pri a ti ons he ar in gs , 
I re eval uat ed  th es e re qu irem en ts , th e  p ri o ri ti es inv olve d, an d th e sc he du led 
ta rg e t da te s.  By  adju st in g  p ri o ri ti es and ta rg et da te s,  we de cide d to  re du ce  ou r 
re quest  fo r th e Civ il Aerom ed ical  Res ea rc h In s ti tu te  fr om  200 to  120 po sit ions . 
T he lim it ati on  plac ed  on th is  pro gr am  by th e Hou se  pr ov id es  fo r th e  120 po si­
tion s an d $1.5 mill ion ne eded  to  fin an ce  th e Civi l A erom ed ical  R es ea rc h In s ti ­
tu te . How ev er , th e appro pri a ti on  la ng ua ge  is no t lim ite d to  th e Civ il Ae ro­
m ed ic al  Res ea rc h In st it u te , an d no  pr ov is ion has been m ad e fo r th e op er at io n 
of  an  im port an t re se ar ch  fa cil it y  a t Geo rgeto wn U niv er si ty  in  W as hi ng to n,  fo r 
di re ct in g  th e to ta l med ical re se ar ch  pr og ra m , and fo r a lim ited  am oun t of  con­
tr a c t re se ar ch . To  su pp or t th es e im port an t pr og ra m s,  I u rg en tly  re ques t you 
to  el im in at e th e  re st ri ct iv e la ng ua ge  or in cr ea se  th e li m it at io n  plac ed  on th is  
pro gr am  to  $3 mill ion an d 150 po si tio ns . I will  as su re  yo u th a t th e  Ci vi l Ae ro­
m ed ical  Res ea rc h In st it u te  ce il in g of  120 po si tio ns  will  be  ca re fu lly  obser ved 
th ro ughout t he  1962 fiscal  y ea r.

CIVIL SUP ERSON IC TRANSPORT PROGRAM

We re qu es te d $12 mi llion  fo r th e  fi rs t st ep s in a pr ogra m  to  de ve lop a civ il 
su pe rs on ic  tr an sp o rt  a ir c ra ft . I fir mly  be lieve  th a t th is  pr og ra m  m us t be 
s ta rt e d  im med ia te ly . Thi s is  th e  min im um  step  ne ce ss ar y to  co mpe te  w ith  th e 
re st  of  th e wor ld  in de ve lopm en t of  he av y tr ansp ort  a ir c ra ft . The  Hou se  su p­
po rt ed  th e co nc ep t of  th is  pro gr am  b u t redu ce d ou r re ques t fro m $12 mi llion  
to $19 mi llion . I can as su re  you th a t th e  $12 mi llion  re qu es te d had  al re ad y 
been  su bst an ti a ll y  redu ce d be low  th e am ou nt  te ch ni ca lly co mpe tent  mem bers 
of  my  st af f be lieved sh ou ld  be sp en t fo r th is  pr og ra m  in th e fi rs t ye ar . I am  
conv ince d th a t we  can, th ro ug h pru dent man ag em en t, l)eg in se ve ra l a ir fr am e 
am i en gine  st ud ie s du ring  1962 w ith  $12 mi llion . How ev er , an y le ss er  am ou nt  
will  re du ce  th e ef fecti ve ne ss  of  th e st udie s we  pl an  to  co nd uc t duri ng 1962 
an d 1963 to  de te rm in e th e fe as ib il it y  of  co nt in ui ng  w ith  th is  pr og ra m .

An ap pr opri at io n  wil l be re qu ir ed  duri ng 1963 to  co mplete  th e fi rs t ph as e 
of  th is  pr og ra m  an d th e Hou se  in st ru ct ed  us  to  co nt ai n th es e co st s w ith in  
$20 mi llion . I do no t be lie ve  th a t th e  ne ce ss ar y da ta  ca n be deve lope d fo r 
th is  am ou nt . In  my ju dg m en t we sh ou ld  lim it  our co sts to less  th an  $50  mi llion  
fo r th e fi rs t 2 ye ar s.

CONCLUDING REM ARK S

In  co nc luding , T mus t ad d a word of ca ut io n w ith  re sp ec t to  th e ad eq ua cy  
of  th e  ap pr op ri at io n wh ich  we  a re  se ek in g fo r th e coming fis ca l yea r.  Th e 
st udie s wh ich  I ha ve  re fe rr ed  to,  pe nd in g bi lls  such  as  th os e to  ex te nd  th e 
F edera l A irpo rt  Act,  an d th e ne ed  to  im pr ov e a ir  tra ffi c co nt ro l ope ra tions  may  
re su lt  in a re qu ir em en t fo r su pp le m en ta l appro pri at io ns in th e ve ry  n ea r fu tu re .
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I shall  be pleased to answ er any questions which you may have concerning- 
ou r request.

General Statement

Se na tor  Magnuson. I  suppose you could di rect  yours elf  to yo ur  
jus tif ica tio n here .

Mr.  H alaby . I  t hi nk  the  m at ter is summ ed up  well in the  firs t and 
second pages of  t he  a ppeal  let ter , and  if  I  may , I can  j us t rea d those .

Sena tor  Magnuson. Al l righ t, go ahead.
Sena tor  Allot r. I s th at  the  Ju ne  14 lett er  ?
Mr. H alaby . Yes, sir.

restoration requested

To sum up,  we conc luded in the  Fe de ral Av iat ion Agency th at  we 
urgent ly  need  the r es torat ion  of  $12.6 mill ion  of  the $13 mil lion deleted 
fo r the  “Operat ion s” a pp ropr ia tio n of  th e A gency.

Senator  Magnuson. Let ’s tak e these one at  a time. Te ll us a lit tle  
abo ut that . That  is the  $400,000 item which  you are  ask ing  fo r 
res toration.

Mr.  H alaby . Ri gh t. In  othe r words, of  th e $13 milli on dele ted by 
the House App ro pr ia tio ns  Com mitt ee, we seek res to ra tio n of $12.6

Senator  Magnuson. I see, $12.6 mi llio n of the $13 mil lion  dele ted,  
mil lion .

Now in your  o perat ion  and mainten ance, th at  is a divided item, too.. 
You have opera tion and  mainte nance of  Wash ing ton  Na tio na l A ir ­
po rt  and  opera tion and ma inte nan ce of  D ulles In te rn at io na l Airp or t. 
Now  where does your  ope rat ions come in—th at  is over on the  oth er 
side  here.  Th is is general  ope rations .

E stima te 1962 and  House Allowance

Mr. H alaby . Th e budget estimate was $441 m illion and  the  Hou se 
allowed  $428 mil lion , red ucing  it  by $13 mil lion . We reques t $12.6 
mi llio n be restored .

Senator  M agnuson. Ju st  a  minute, because we hav e o ur  sheets here . 
F or the pur pose of the rec ord , in th is case your  ap prop riat ion oper­
ati ons as general a dm in ist ra tio n—sa lar ies  an d expenses a nd ope ra tio n; 
is i t n ot?  General  admi nis tra tio n.

Mr.  H alaby . Tha t is r ight .
Se na tor  Magnuson. In  1961 you have  $388,164,000. The Ja nuar y 

budget was  $441 mil lion . The amended budget was  the  same. Th e 
Hou se gave you $328 millio n, which  is $39,836,000 over  the  1961 ap ­
pr op ria tio ns  bu t $13 mil lion  less than  the  1962 estim ates . Both 
budgets  were  the same. An d you are  ask ing  fo r res tor ati on  in th is 
pa rt icul ar  case o f $12.6 mi llion.

Mr . H alaby . Yes, sir.
Se na tor  Magnuson. All rig ht , go ahe ad on th a t item.
Mr. H alaby . We are  no t aware  of the  rea son ing  beh ind the  cut  of 

$13 mill ion. We are  quite convinced, however , th at thi s request fo r 
opera tions was soun d, well conceived, aus tere, an d rep resent s mini­
mum  needs to c ar ry  o ut  the cu rre nt  p rogram  plan .

Now jus t to high lig ht  th e purposes fo r which th is opera tions money 
is requested, it  is fo r the  24 hourly da ily  opera tio n of an ai r traffic  
manag ement  system, t hat  is, traffic c ontrol.
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Senator  Magnuson. How  many people are employed in that?  
How many last year, and how many are you asking for this year? 

INCREASE IN  PERSONNEL

Mr. H alaby . The cost of continuing  the 1961 program, in terms of 
manpower—18,631 people—for 1962 we are asking 19,446, or an in­
crease of 815 personnel.

Senator  Magnuson. Will you tell the committee whether or not that 
increase of 800 plus is due to the coming into operat ion of new instal­
lations, or is i t 800 plus for the same number of installations?

Mr. Halaby . The total personnel requirement is based on continu­
ing those facilities we have had in effect during the course of the pres­
ent fiscal year and adding 815 positions related to bringing into be­
ing additional facilities previously approved in our  construction pro­
gram.

It  is not, I have to say at this point, a final figure because, as a 
result of the safety hearings in your Commerce Committee, Aviation 
Subcommittee, we have been experiment ing with improving tech­
niques for handl ing airc raf t otf the radarscopes from one center to 
another, and we are likely to  come to you for a supplemental appro­
priat ion tha t will provide fo r additional  people doing new jobs, using 
new techniques in the near future. So as of the  time this  budget  was 
prepa red the 815 positions were to man the additional facilities that 
were authorized in last year's appropriation.

Senator Magnuson. And the additional facilities tha t you had 
planned, the so-called orderly planning, at the time you presented 
this. Now since tha t time the Senate Commerce Committee has had 
some hearings on additional safety factors which may cause this figure 
not to be adequate.

Mr. Halaby . Tha t is right , sir.
Senator  Magnuson. But you are not anticipating  tha t we should 

discuss that now until you get tha t into being ?
Mr. Halaby . Yes, sir.
Senator  Magnuson. Or get a plan ?
Mr. Halaby . That  is right.
Senator Magnuson. The Senator from Oklahoma is here who con­

ducted those hearings.
FATIGUE PROBLEM IN  BUSY AIRPORTS

Senator  Monroney . You are also experimenting, aren’t you, on the 
fatigue problem in the busy airpor t terminals, and going to a shorter 
workday ?

Mr. I Ialaby . There are two principal experiments, Senator, which 
derive from work within the Agency and the disclosures in the un­
filled mint of ideas developed during you r hearings on safety late last 
winter.

One is technique for passing an airplane which is on one radarscope 
in one sector of the a irspace over to another, and to assure th at there 
is a continuous control in the process of flow of t hat  aircraf t.
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PO SI TI VE RADAR HAN DOF F

Senator Monroney. Positive radar handoff.
Mr. Halaby. Positive radar handoff, as it is called. What tha t 

means is to provide additional personnel to enable one ra dar position, 
one rada r control, to positively identify a p artic ular  radar target to 
another, and insure the handing off of rad ar control to the second 
position before ending his own surveillance.

REL IE F OF CO NT ROLLERS

The second major improvement that we are contemplating is to give 
more relief to these relatively overworked controllers by having them 
6 hours on duty at the control boards and 2 hours in training  and o ther 
related activities.

This would mean that  there would be more personnel required. 
Two-eighths of each man’s time would he unavailable to the a ir traffic 
control center for actual control work. So as a result of these two 
improvements, radar handoff and the 6—2, 6 hours on and 2 hours oft 
relief provision, we will very likely be coming back with a supple­
mental appropriat ion.

The experiments to prove out these techniques have only just been 
completed. We were not able to put those in this request and there­
fore, Mr. Chairman, we are not asking for and justifying today what 
we will probably have to before the session is over.

AD DITIO NA L PE RSO NNEL

Senator Magnuson. But what you are saying is that in any event, 
with the new experiments coming along and the new added duties, 
that you are going to need, regardless of that , these extra 800-plus 
men ?

Mr. ITalaby. Yes, sir.
Senator Magnuson. In other words, that is the minimum you are 

going to have need of as of now ?

DE MAN DS  DUE  TO N EW  FA C IL IT IE S

Mr. ITalaby. That is right. And I think  your specific point was 
whether the commissioning of new faci lities made this  increased num­
ber of people absolutely essential, and the answer is that you provided 
last year in the order* of $100 million in new facilities, 1 air route 
traffic control center, 12 long-range radars,  12 rada r beacons and 
similar equipment which have to be manned, and some of these 815 
people would man those.

Senator Magnuson. They are coming into being?
Mr. ITalaby. Yes, sir. And if they are not provided, we cannot 

bring these equipments and facilities  into full operation as w’e have 
programed. So it is a real cut into the operations area.

FA C IL IT IE S  AN D M EN  TO CLO SE RADAR GAP

Senator Monroney. This will close the gap between the Rocky 
Mountains and the west coast. I t has been almost without radar.  
Is tha t correct? I mean, when you have these long-range radars in 
from this year’s appropriation, with the men.
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Mr. T iiomas. Senator, the long-range radars to close that gap are 

in the program. A pa rt of the 800-odd positions requested here is for  
advanced training. Some of those new facilit ies will not be in opera­
tion in 1962, but we have to sta rt train ing in 1962 to man those facil­
ities as soon as they are installed. This is part of the purpose of our 
request.

Senator Monroney . But that is a part of the 815 jobs?
Mr. T iiomas. Yes, sir. They are for new control towers, new long- 

range radars, new surveillance radars, some operational military ap­
proach facilities, and several operational facilities are included in this 
800-position request. There are no increases for workload in existing 
facilities. As a mat ter of fact, the estimate is about 576 short of what 
could have been estimated for existing facilities. The request is p rin­
cipally for work at new facilities.

ST ATI ONS RE QU IRED  FOR AD EQ UA TE U .S . COVERAGE

Senator Magnuson. Now tell us just generally, and you can put this 
in the record later. We have been working on this program now some 
time and we are hoping we can come to the number of units, number 
of stations, to adequately cover the United States and surrounding 
areas. How far along would you say generally, percentagewise, we 
are to completion of the program, that is the number of installations?

Mr. Halaby . Senator, I  do not think we will ever complete the pro­
gram in the sense tha t we can equip it and stop and just do mainte­
nance.

Senator Magnuson. I appreciate technical advances, and that you 
may make changes, but we are coming to a point pretty soon where 
the number of installations are adequate. Now keeping those instal­
lations up to date, and the new techniques, that is another thing and 
you never want to stop that. But we do hope we can see an end to the 
number of installations pretty soon.

Mi-. H alaby . I have to give you a long answer to tha t if you do not 
mind.

Senator Magnuson. All right.  Because yo usee, we are getting 
close of $1 billion out of the national budget, and tha t is a pretty good 
percentage for one phase of governmental activity, as important as we 
think it is.

RADAR AN D CO M M UNIC ATI ON E Q U IP M EN T

Mr. Halaby . Yes, sir. 1 think you are refer ring primari ly to the 
installations of radars and communications equipment. As you know, 
there are installed in this country many billions of dollars worth of 
military radar . They are now manned by milita ry personnel, and 
thei r mission is to recognize, identify, and direct weapons toward 
incoming enemy bombers. The annual cost of maintaining that  is 
very substantial. And a little bit, a fractional use of those military 
radars, is now available for civilian a ir traffic control. Now we have 
been installing, I think  belatedly after  15 years of neglect, civilian 
radars in the FA A budget. These appropriations have increased 
substantially.  The next question, in response to your question, is 
whether or not we will integrate fully the  m ilitary air defense radar 
network with the  hitherto civilian rada r network, because it is possible 
technically to do so. However, in doing so the Congress and the
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Presiden t would have to decide to change the military mission some­
what to permit civilian use of these military radars.

INTEGRATION  OF CIVILIAN AND MILIT AR Y RADAR

Now if you could integrate these two systems I think  we would 
probably have enough radar sites, with very few exceptions, avail­
able to the United  States. Now the question is, and it is a major one, 
Can we accept a litt le less complete air  defense coverage, communica­
tions, and computation in order to get double du ty out of the defense 
radar?

Senator Allott. Mr. Halaby, what  does the Defense Department 
say about this? 1 realize there is acceptable double duty, but on the 
other hand, military personnel who are assigned to defense functions 
cannot be diverted beyond a certain degree in the handling  of com­
mercial traffic. What does the Defense Department say about this? 

R ev iew  of S A G E  S ys te m

Mr. H alaby. To get at the solution of the problem, the Defense 
Department is conducting a complete review of the SAGE system, 
the semiautomatic ground environment system, in relation to the Sec­
retary  of Defense’s plans for the total air defense of the ITnited States. 
We have brought in, with Secretary McNamara’s complete concur­
rence, a group of scientists and engineers who have been working 
with the military . They visited General K uter  and the North Ameri­
can Air Defense Command, as I have recently, and this study of how 
and at what price, not only in terms of money but in change of mis­
sion, we could integrate military and civilian radars  is just about 
completed. The very solid, hard-headed group of systems engineers 
have been looking at it, and one of the caveats we have put in this 
statement today is that if they come up with the answer tha t we can­
not afford to reduce the effectiveness of the mi litary  defense radar net­
work, then we will have to duplicate it. We will have to set up more 
radars, more computers—not alongside, but very close to, the national  
defense radar network, and the only reason for doing that  is tha t 
the military  could not afford to reduce the ir effectiveness in order to 
give more capacity to civilian air traffic.

POSS IBLE  NEW  UNIT S

Senator Allott. Wha t general range of numbers would this con­
stitute in number of units tha t you would have to put  in?

Mr. H alaby. I cannot give you that  answer because that study is 
not complete. But. I think the principal additional units tha t might 
be needed would be in what we call computer capacity. I do not think 
tha t there would be a very large number of additional  a ir traffic con­
trol centers, but there would have to lie a substantial addition in the 
computer capacity available to compute the flow of traffic.

I am going to ask Mr. Thomas to supplement that.
Mr. Thomas. Yes, sir, if I may. We have now programed 84 radars 

tha t are available to the  traffic control system, either joint use or  not. 
About 50 of them are in joint  use, between the civil and military , one 
way or the other.

The 84 rada rs can cover substantia lly the United States except 
the northern tier  of States  from Chicago to Seattle, and along in
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through  there. However, the big problem is one of computer capacity. 
Taking the data  from these radars and the other rada rs tha t the 
military have, and processing it in the form that is useful, both to 
air defense and air traffic control requires tremendous computer ca­
pacity. The two requirements are somewhat different. Many of the 
civil and military requirements a re the same, but they do have some 
differing requirements.

AVA ILABILITY OF COMPUTERS

The major  source of inquiry here is the availabil ity of computers 
and their capacity. If  the capacity is present, it  will not take a great 
deal more in the way of either computers or radars to complete the 
programs.

If  the  computer capacity is inadequate it will take a great number 
more computers, and may take more radars in view of the way the 
radar data is processed.

Senator Magnuson. Off the record.
(Discussion off the record.)

CIVIL IAN  US E OF FA CILITI ES  DURIN G MILIT AR Y ALERT

Senator  Saltonstall. Mr. Chairman, may I  ask a question ?
What would happen if there was an air alert, for instance, from 

Denver, an ai r alert  is declared, and you are using for commercial pur­
poses the radar that the mili tary needs. Isn ’t th at going to affect very 
much our security problem, the defense of our country ?

Mr. Halaby. Could I go off the record ?
Senator  Magnuson. Yes.
(Discussion off the record.)

COMMON AIR  TRA FFIC CONTROL SYS TEM

Mr. II alaby. I just want to po int out t ha t we are working toward a 
common civil military air traffic control system in carrying  out the 
Federal Aviation Act. We have research and development leading to 
this system.

The milita ry want to get this double duty out of their radars. They 
are not reluctant. In some instances they have pushed us in the CAA, 
and the FAA more than we were prepared and educated and trained 
to receive this capacity. So there is no lack of desire to work out just 
the problem that  Senator Sal tonstall refers to.

But the question is whether we can afford in the 1960’s to divert, in 
their view, some of this computer capacity to civilian air  traffic con­
trol. And I assure you tha t we have experimentation. You a uthor­
ized dur ing the  last 2 years $6 million worth of s tudy money, and the 
Massachusetts Institu te of Technology group, called MIT RE,  has been 
making intensive studies on how you could divert, without  hurt to 
the military system.

FORT LEE  AND 8EA TTL E EXPERIM ENTS

Secondly, when I visited Seattle recently we established an experi­
ment on the spot, sort of a homemade tria l, whether the boys of 
McChord with our FAA men s ittin g alongside the Air  Force person-
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lie], could give jet advisories from the SAGE center to United Air 
Lines pilots at 35,000 feet— a l ittle bit more second duty.

We have an experiment going at Fort Lee which is a first scale ex­
periment of how we can get the civilian and military traffic controls 
and computer controllers working closely together.

Finally , we have the scientists and engineers whom I  called in with 
the Pres ident's approval to study just this th ing. Their report is due 
in the next few weeks. We hope they are going to give us some new 
facts.

But all I am point ing out is th at this is the major problem before 
us today. It  is a multibillion-dollar question. The military have 
$3 billion worth of computer and related capacity for air defense. 
It  costs $400 million or $500 million a year in their  budget to man 
and repai r and maintain these. We have a substantial amount of 
radar capacity and you are being asked today to appropria te for tha t.

VALUE OF INTEGRATED SYST EM

If  we can bring  these two systems into one double-duty system, 
manned not by mi litary personnel rotat ing every 2 years as they  are 
drafted and returned to other pursuits, we could then have a kind of 
steady, economical national a ir surveillance system.

And 1 look toward the day when we can have one system which 
knows everything flying through the air  from a flock of  geese to a 
supersonic Russian bomber, which would ask, where it is going, where 
it has been, and provide for civilian purposes, separation and for 
military purposes, an instantaneous ability to knock it out of the air. 
But tha t is downstream and costly.

Senator Magnuson. Well, I think the facts you are get ting together 
are very reassuring. And I point this out, not only in apprecia ting 
the thing  you are doing, or that you need to do, or what the military  
is doing, but in watching this budget every year getting  close to $1 
billion, it makes you wonder why we cannot make more use sometimes of the things that we have.

Mr. 1 Ialaby. I do think there is a little  solace, Mr. Chairman, in 
the fact that we are appro priat ing now for things that should have 
been appropriated for if we as a nation had been alert enough and 
attentive enough as long ago as 10 years. You are really making up 
for lost time here in my judgment.

TEST RUN  FOR COMMON SYST EM

Senator Magnuson. The Senator  from Oklahoma— the Senator 
from Kansas is here— and I went through the phase, and you will 
remember this even before you were down here in Government, where 
the military went off on one end run, and the civilians went off on 
another end run, and we finally had to put them together. And I 
think it cost us, before we were through, pretty  close to $1 million.

Senator Monroney. The point is, they are now train ing some for 
the first-class military air traffic control in the FAA center. They 
are being brought along to air traffic control techniques.

Senator Magnuson. That was a long time coming, to put them to­gether.
Senator Monronf.y. This is a test run. but if it works we hope most 

of  the military tower operators will eventually be all civilians, with
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civilian air traffic control. There is evidence that the military would 
like to turn  over to civilian a ir traffic controllers the control job in the 
military  airport towers.

Senator Saltonstall. Mr. Chairman, may I ask one more question ? 
I do not want to prolong this.

Senator Magnuson. No. I think this is important because we are 
dealing in terms of hundreds of millions of dollars here.

Senator Saltonstall. Mr. Halaby, how much interest have you out­
side the terr itory  limits of  the United State s! In other words, assume 
a plane is coming from England, where do you come in on it?

Mr. Halaby. We get a flight plan on the ai rcraf t about the time, or 
hopefully before, it takes off, so we have an expected arrival over the 
northeastern  part of the United States. There are reports en route 
that give fixes of positions-----

Senator Saltonstall. Are you tied in with the military on that  ?
Mr. II alaby. Yes. We have the rad ar data and we actually pick it 

up on our own radars. I am going to ask Mr. Thomas to go into a 
little more specific detail on just where we pick them Up.

I think  that is really what you want to know.
FLIG H T IN FO RM ATI ON AND  OCE AN IC  AIR  CONTR OL AREAS

Mr. Thomas. Senator, the world is divided almost into either flight 
information regions, where there is no control provided, and oceanic 
air traffic control areas where control is provided. The North Atlantic 
is composed of various air traffic control areas operated by the United 
Kingdom, by Ireland, by Canada, and the I nited States. We roughly 
go about 100 miles out from Boston. All the aircraft, both military 
and civil, are under this control, international control, if you will, 
across the North Atlantic. All the aircraft, both military and civil, 
are under the control of either the  I nited States, Canada, Ireland , or 
England across there, and in some routes Iceland.

Senator Saltonstall. 1 mention that . Mr. Chairman, for the simple 
reason that I think there is a great inefficiency, if you will, in the three 
services of the Defense Department—Army, Navy, and Air Force— 
as to their  communication systems and as to possibly including their 
radar systems. And 1 wonder whether you came in on tha t outside 
of the coastline at all. You come in about 100 miles out. Do you 
come in on the Air Force, the Army, or the Navy or is it all one? 
I do not think it is all one.

Mr. T iiomas. Inso far as the control services are provided by the 
three nations, we are using actually our own services there. We will 
tie in, or had hoped to tie in, to the radar supplied by the Air Force 
Texas towers.

Senat or Saltonstall. Texas towers ?
Mr. Thomas. They are not t ied in now.
Senator Magnuson. I thought tha t tower was gone.
Mr. Thomas. It is gone. I said we hoped to be in on that. It  is 

gone.
Senator Saltonstall. They are obsolete, are they not, or they are 

becoming obsolete ?
Mr. Thomas. Well, the radar  information is very useful.
Senator Saltonstall. Thank you, Mr. Chairman.
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H ouse L anguage

Senator Magnuson. Well, while you are on this, the House says, on operations, which we are now discussing, and I  quote from page 6 of thei r rep or t:
No funds have  been included in the bill for building staffs  in oversea areas and the Agency is urged to rely whenever possible on commercial people al­ready  there.
What do you have to say about tha t ?
Mr. H alabt. In the statement that  we submitted for the record we explained tha t there are not any jobs in this requested amount for people who could be hired from commercial firms overseas. Now we have a very small oversea contingent, and they are primarily con­cerned with flight inspection of American carrie r operations in major hubs such as Rome, Cairo, and Beirut.  And the second category of oversea activity is in several aviation assistance groups which are fi­nanced by foreign aid appropriations rather than our own. For example, in the Middle East, we have six men in Cairo and three in Damascus who are helping these people, and in other countries like­wise, develop their own traffic control ability, set up towers, set up air traffic control centers which will not only serve their  national  aviation, but international aviation. So we have the feeling that we have not done a very good job of explain ing what we are up to overseas.Senator Magnuson. Now  the ones t ha t you intended to add to the oversea activity, would they be included in the 800-plus th at we are discussing now in this duration ?

DUTIES OF ADDITIONAL PER SON NEL

Mr. I Ialaby. No, sir. That  815 was jus t for air traffic controls.Senator Magnuson. Domestic ?
Mr. II alaby. Me have requested an additional number for main­tenance and engineer personnel and a few more for Flight Standards work. I lie total increase was 2,204; th at is the total increase in the Operations” appropriation of which 815 were for air traffic co n­trol.
Senator Magnuson. The 815 are in operat ions proper?
Mr. II alaby. I es, sir. And only six of those people in the Flig ht Standards Division would be overseas.

CIV IL AEROMEDICAL RESE ARCH IN ST ITUT E

Senator Magnuson. All righ t. We will stick r ight to “Operations’* here. The House also said tha t you had made ar rangements to ob­tain additional space for a Civil Aeromedical Research I nstitute by entering into a long-term rental contract. They sa id:
The method the FAA is using to finance such construction is very expensive. In the long run, it would be bet ter for  the Government to build its own build­ings on its  own land for  its agencies, and the committee will expect to be ad­vised in advance of  any d ivergence from this policy in the future.
Has that contract been signed, sealed, and delivered ?
Mr. II alaby. Mr. Chairman, over the past several years the city fathers in Oklahoma City have developed a unique and forward  working scheme for attracting  to that  area essential activities. It  is an air-minded, air-oriented area, and they have provided what we
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th ink is the  best  possible way fo r the Government  to ge t good faci li­
ties  at  minim um cost. On a nonprofit -to -th e-l ocal- au tho rit ies  basis , 
they have bu ilt  fac ilit ies  in Oklahoma Ci ty  fo r an aeron autical cen­
ter . There  are  several build ing s alr eady  bu ilt  and leased un de r rea­
sonable  term s. The previous ad min ist ra tio n wisely made a com mit­
me nt to bu ild  a civil aeronaut ica l med ical  rese arch labo ra tory  the re,  
and the  ground has  actu all y been bro ken  in an tic ipat ion of  a c on tra ct.  
We  pre sen ted  a case fo r thi s, and af te r some very  ser ious quest ion ­
ing  we were au tho riz ed  to proceed. We  had the  legal au thor ity , wq 
ha d pa rt ia l fund ing , and we were au tho riz ed  to proceed to make a 
lease. The Civ il Aerom edical Resea rch  La bo ra tory  is now under 
con stru ctio n.

LEASING  FA CILITIES

Now we are  ra isi ng  wi th you the fa ct  th at  thi s is a very good way  
to get  space  at  a minim al cost wi tho ut the  full  investment, ful l ca pi­
ta l investment, by the U.S . Government . Th ere  are  at lea st three or 
four  addit ion al bu ild ing s which we wou ld like to pe rm it th is  au ­
th or ity to build  and  have  the ap prop ria tio ns  to lease over  the com­
ing  years.

I ju st  hav e to say th at  af te r ful l conside rat ion  of  it,  I  believe the  
House  committ ee is no t ful ly appre cia tiv e of  the advanta ges offered 
by th is method. Ou r com par ative cost  d at a show th at  at  abou t $3.50 
a squ are  foo t pe r year,  par t of  whi ch is ma intena nce  and opera tio ns  
cost, jani to rial  service,  we are ge tti ng  a  v ery  good  deal  ou t the re.  So 
even t ho ug h some migh t wish ful l Fe de ra l inv estment in the constru c­
tio n of  a bu ild ing , from  my po in t of  view,  as a form er busines sma n, 
th is  is a da rne d good d eal,  an d we wou ld like to cont inue it th roug h the 
rem ain ing  requir ement s for  thi s Aeromedical Cen ter.

Se na tor  Magnuson. The S enato r from  Oklaho ma.

HIST ORY  OF FAC ILITY

Se na tor  M onroney. Th is faci lity was the  res ul t of taki ng  over the  
ex ist ing  faci lity which CAA had , was it  no t? It  was housed in 
World  W ar  II  ba rra ck -ty pe  bui ldings, which were rea lly  fire tra ps . 
Th ere  were hu nd red s of mill ions  o f do lla rs in ra da r and othe r equip ­
ment o f t hat  type  stored  there.

Because  of  the  tax-exempt sta tus of mu nic ipa l au thor ity , the y are  
able  to issue th ei r bala nce  on som eth ing  ove r 32.01 percen t. The y 
bu ilt  ac cording to  your  specif ications, d id  th ey not ?

Mr. H alaby. Yes.
Se na tor  Monroney (con tin uing ). Exa ct ly  wh at you  said you 

needed, an d leased it to  you. Wh at is the  term  of  the  lease ?
Mr. H alaby. Well, there  are various  term s. On the  b uil ding s t hat  

we now hav e un de r lease,  I  th ink the re  is a  10-vear lease, and  one 5-vea r 
lease, as I reca ll, and  on th is  aeromedic al research bu ild ing , we have  
ent ere d into  a 10-vear lease.

Se na tor  Monroney. It  is st ric tly  a special  scientific  lab -ty pe  of 
bu ild ing .

Mr. H alaby. I  th ink th ey  would l ike  a 20 -yea r lease, natural ly .
Se na tor  Monroney. Yes, bu t they financed it on a 25 -yea r bond  and 

gam bled th at  the fac ili ty would  be sa tis facto ry  eno ugh  and the  ren t,
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$2.50 a square foot, low enough tha t you coulld not duplicate it else­
where.

Mr. Halaby . That is right.
COST CO MPARI SON

Senator Monroney . How  does the cost of these facilities compare 
with the commercially leased building, federally constructed building?

Mr. II alaby . Well, I have tried very hard to assure myself, and my 
colleagues, th at these rental figures are less than the Federal Govern­
ment could build and mainta in comparable facilities for, or less than 
we could rent elsewhere in another place. It  is very hard  to compare 
evidence, bu t in my judgment we are getting this space cheaper than 
we could rent it elsewhere, or buy it, or build it and m aintain  it our­
selves.

Senator Saltonstall. $2.50 a square foot ?
Mr. II alaby . Including everything, janitoria l services, operation, 

maintenance, et cetera, it is $3.50.
Senator Saltonstall. $3.50?
Mr. IIalaby . Yes.
Could I just make one comment on the Senator's question?
What we do have are special purpose build ings, and th is aeromedi- 

cal research is a highly technical laboratory-type of build ing. Wha t 
we have done is get comparable Federal office building costs per  
square foot of construction, and compare th is cost per square foot to 
the Oklahoma Airpor t Trus t Authority  costs which have averaged 
$16.08 per square foot.

This compares in Helena, Ark., with a Federal building of $20.79 
per square foot; in Lafayette, La., $21.51 per square foot; in Dainger­
field, Tex., $24.53 per square foot. In fact, of all of the costs of Fed ­
eral office buildings, GSA construction, in 1959-61, that I have here, 
the trust author ity figure is better than the lowest cost per square foot 
for other Federal construction.

GENERAL M AIN TENANCE COST

Senator Saltonstall. Wliat is the cost of the maintenance by the 
GSA ? I forget the figures from last year.

Mr. II alaby . The average cost per square foot maintenance on 
buildings?

Senator Saltonstall. Yes. We had tha t figure last year.
Senator  Magnuson. We got th at figure the other day; $1.50 it cost 

annually.
Mr. II alaby . Our cost at the Aeronautical Center is $1.35 per 

square foot.
Senator Magnuson. Something like tha t—$1.45 as I remember 

was the Government cost of  maintenance per square foot annually as 
compared to the national average on priva te costs of $1.60.

Senator Saltonstall. Yes.
Mr. I Ialaby . The building costs at the Aeronautical Center so far  

are: the A ir Traffic Training Center, was $16.73 per square foot; the 
headquarters bu ilding was $15.75 per square foot: and on one tra ining 
building the cost was only $14.54 per square foot.

I do not come from Oklahoma, although it is a wonderful place 
to reside, but I just am convinced tha t this is a darn good deal for
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the  U.S.  Government.  These fellows out the re have  s tuck thei r necks 
out on 25-year bonds at  a low int ere st ra te ; the y have had  the  fa ith  
in thi s pro gra m that  th is committee has, and  they  are wi llin g to take 
a 10-year r ental deal although thei r necks are out  fo r 25 years.

They are re nt in g us space  for  $3.50 w hich includes $1.35 for  op era ­
tion and m aintenance, leavin g $2.15 re nta l at no pro fit to them . Com­
parab le rat es dow ntown in Okl ahoma City ave rage $4.44 a square 
foot.  And we just  th ink they  have fa ith  and  ing enuity and  th at  t his  
is the k ind  of  th in g t hat  should be encou raged.

In  fac t, at our Nation al Aviation Fa cil itie s Ex perim ental  Cente r, 
the local city fa thers the re,  seeing  thi s ini tia tiv e, have  otte red to re­
bui ld a World W ar  11 naval ai r sta tion which is gro wing  u p on th at  
cen ter on the  same basis . And  t his  wo uld avoid a F edera l investment 
out the re of maybe as much as $50 mill ion.

Se na tor  Magnuson. Any fu rthe r ques tions on thi s item?
Sena tor  Allott. I hav e some ques tions , Mr. Chairman.
Senator  Magnuson. On th is p ar tic ul ar  i tem ?

OVERALL STA FFIN G

Senator  Allott. Well, on thi s pa rt icul ar  item because  it ties  into 
a series  o f q uestions. I wan t to tal k abou t the overa ll staffing of this.

Now, it is my reco llection that  yo ur  predeces sor set a cei ling of 
3,000 fo r the Wash ing ton  hea dquar ters. Now, since the n, is it tru e 
you moved the Records  and  Certif icates Div ision to Okl ahoma City?

Mr.  H alaby. Yes, sir.
Medica l Cen te r

Sena tor  Allott. You have  moved the  Medica l Cente r t o Oklahoma 
City, with  whate ver  cost  was att en dant  upon the removal of each of  
them.  There  have  been a cer tain  numb er of  research  and develop­
ment  peop le moved to  At lan tic  City. An d, fo r exam ple,  in the  
aviation medicine— and  I am not ta lk ing again st my ad joi nin g ne igh ­
bor  here , I am ta lk ing abou t the  gro wth of Topsy  that  has  occu rred  
in the  l ast  2 or  3 yea rs.

Senator  M agnuson. Pa rk ins on ’s law.
Senator  Allott. In  1960 in your aviatio n medicine the re were 115 

pos ition s at $752,500. And in 1961 you sought  $220,000 and got that . 
The total cost of the  personne l was $1,201,500, and actual ly the  cost 
to the Gov ernmen t was $1,686,340. Now in 1962, this original 115 in 
1960 had jum ped  to 390 in thi s one section, at a tota l cost of $2,753,944. 
In  oth er words, the numb er of  pos itions has  increased since 1960 by  
275, which is 239 percen t, and the cost of the personnel has  jum ped  
266 pe rcen t.

LIMI TA TION  ON PERSON NEL  IN  WA SHING TON

Now, my reco llec tion  is that your  predecessor  did set, upon  some 
insis tence  from Congres s, a lim ita tion in the  Wa shington  he ad ­
quart ers  of  3,000. And yet you are  seeking 3,443 fo r the W ashing ­
ton qu ar ters in 1962. And you hav e alr eady  moved these three 
agencies, at  leas t part  of the  research  and  developmen t team , moved 
the  records and  cer tificates, in the medical to Okl ahoma City.

Now someone would like to have someone comment on the personne l 
and expansion in th is  area . Because I th in k when we passed the  
FA A Act  Congres s did, everyone was convinced , and I  know  the  
cha irm an of  th is  commit tee and  the chair ma n of the  Subcom mitt ee
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of the  In te rs ta te  Commerce  Com mit tee  was conv inced, and I  was, 
thia was a necessity.

Now th is Agency is ju st  grow ing  ou t of all bounds , and all  you 
have to do is to  att end any  of  the  insta lla tio ns  aro und the  c ountry to 
become convinced it  is grow ing  ou t o f a ll bounds.

REASON FOR GROWTH

Now I  w ould  like an ans wer to  the question , to  the  las t, as to  why the  
gro wth ?

Mr. H alaby . The re is a broa d q uest ion and a  specific  one.
On the  b roa d quest ion, you set th is Agency up 2 years ago a t a t ime 

when  civil,  as well as mili tary , traffic was gro wing  in volume and  in 
complex ity. Je ts  were being int rod uced at  h igh  a lti tude s by the com­
mercial  air lin ers , mixed wi th  mili ta ry  ai rc ra ft  at  high  alt itudes.

Now the  Agency and  its  p rede cessor had  had very  li ttl e expe rienc e 
at  all wi th high  alt itudes, high-spee d ope rations . A t the  same time a 
large nu mb er of  general av iat ion  a ircr af t was coming into the system,  
and in all are as the  numb er of ou r ai r opera tion s and  the  n um ber  of 
instrum ent flight ope rat ions were  r ap id ly  increasing.

The new Agency was cre ate d in recognit ion  of a problem th at  had  
been dev eloping since 1941. An d an agency had been a llowed to s lum­
ber in the Comm erce De pa rtm en t, tre ated  somewhat no t like  Topsy, 
bu t like  Cin der ella, an orphan. Th is is no  reflection on the  Congress, 
th is is a reflection  on the whole U ni ted  S tate s. We jus t d id not recog­
nize th is  pro blem and  prov ide  for  i t in time.

So in the  last  2 y ears , to  m eet a g row ing  demand, to  fill a neglected 
are a my pred eces sor in the  previous admi nis tra tio n ha d to deve lop a 
new agency. Now th at  Agency  h as a lot  more fun ctions a nd  d iffe ren t 
fun ctions th an  t he CAA had . I t abso rbed  m ili ta ry  fu nct ion s. To the  
CA A fun ctions you add ed some addit ion al fun ctions such  as some 
previously  perfo rmed by  t he CAB.

Growing  dem and, new fun ctions, grea ter com plexity  and gre ate r 
dang er  to be provided ag ain st by an enlarg ed agency is t he pr inc ipa l 
reason fo r the  grow th in t hi s A gency u p to the prese nt f igure  of a l itt le  
over 41,000 people.

Medical R esea rch

Se na tor  Allott. Let ’s st art  wi th the  medical  research . I  will go 
into the  gene ral late r.

Mr. H alaby . Yes, sir.  Th e med ical  research  program  is called  
CA RI , Civ il Aeromedica l Resea rch  In st itu te , which was origin ate d 
under the  FA A when it was fou nd that  the  mili ta ry  aero med ical  re­
search was no longe r a tte nd ing to  man y of  the  problems th at  had p revi­
ously  been c onsidered w ith  re lat ion  to p ilo ts and enginee rs. Th ere  was 
a big  g ap  in ou r k nowledge  of men in the  a ir and  aro und an airpla ne , 
and a medical researc h p rogram  was proposed .

Now th is pr im ar ily  relate s to the  medical cer tificat ion of  airm en 
and  ai r traffic con trol lers , to the  developmen t of sta nd ards  bv which  
we certifi cate  pilots  an d to as m uch con trol  as we can get  over  haza rds  
in the  ai r traffic  centers,  in the  cockpi t, and  in the  cab in fo r the  
passengers.
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OTHER PROBLEM AREAS

I would like to mention some of the projects tha t are not being at­tended to and tha t are now proposed to be funded and in some respects have already s tar ted : One is the cause and effects of fatigue and stress 
on the air traffic controllers. If  vou have been in a center recently you have seen a swarm of men under very grea t stress trying to sep­
arate an increasing number of airc raft through a remote control radar and communications.

Another area is tha t for the first time the World  W ar I pilots are reaching their  late fifties and early sixties. Tha t was our first big crop of pilots. Then many of our World War II  pilots, who went on 
the airlines, are also reaching their  fifties and sixties, and we have a 
pilot problem tha t was not recognized in time to get all the data necessary.

Now we are trying to study the physiological effects of aging on civilian pilots in civilian airline operations, which is quite different 
from m ilitary  pilots in military operations. We are trying to inves­tigate  and analyze physical factors in accidents. Until very recently there were very few, if any, autopsies of pilots and crewmen after a fata l accident.

We did not know whether some catastrophic or sudden personal ill­
ness might have contributed to what appeared at first to be a strictly mechanical failure,  or  whether it was pilot erro r or  pi lot sickness.

So this work is being done. Unti l very recently we did not have many tranquilizers and antihistamines in the society of the United States. Now we are finding some very peculiar  effects, or indications 
of peculiar effects, a day or so afte r the use of an antihis tamine or tranquilizer . We have to pin that  down because it might be necessary to change the rules on the health standards relat ing to those who pilot fast jet aircr aft afte r the use of tranquilizers or histamines.

Duplication of NIH  Work

Senator Allott. Nevertheless, all of this  is duplicated studies. For  
example, what is going on in NI II is duplicated to a great extent in what is going on in the Air  Force, and it is duplica ting what is going on in other areas.

INCREA SE IN  PER SON NEL COST

For example, in 1961 the total cost of the personnel was set up at Si,201,500, and it jumped $484,840. Now where did this money come 
from that  jumped $484,840? Now where did this money come from 
tha t the Federal Aviation Agency a pprop riated for this parti cular item?

Mr. Dean. Would you state th at again, Mr. Allott?
Senator Allott. Yes. In  1961 there was $1,201,500 appropriated 

for 222 personnel, and you employed 222 personnel but it cost you $484,840 more to h ire these people. Now where did tha t money come from?
Mr. H alaby. I am going to ask Mr. Dean, who is Deputy for Ad­

ministration, and later Dr. Goodard, who is Director of Aviation 
Medicine, to respond to tha t if I may since i t is h istory tha t I am not fami liar with.

71036—61 ----- 35
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Mr. Dean . Mr. Ch air ma n, when we prese nt our jus tificat ions fo r 
the  opera tions and  fo r the research  and dev elopment  ap prop ria tio ns  
we set fo rth the  g ene ral  size of the program , the numb er of pos itions 
th at  are  expe cted  t o be involved,  and the amounts  of money required 
to  sup po rt it.

In  the time between the prepara tio n of the  Pr es id en t’s message and 
the  hearings and the  ac tua l ad mi nis tra tio n of  a pro gra m du rin g a 
fiscal yea r, there is some varia tio n in cost, ei ther  up or  down. Gen­
erally* for  the  Agency as a whole, in fac t, the cost  var ies  dow nward . 
For exam ple, at the end of th is fiscal y ea r we w ill re tu rn  to  the  Treas­
ury  aro und $3 mi llio n rep res enting a red uc tio n in the actual  pr o­
gramed amoun t o f money th at  we jus tifi ed to t hi s c omm ittee  la st year.

How ever , ce rta in  of the  pro gra ms  do, when the to tal  balance  sheet 
is drawn , run  somewhat grea ter  t han the  e stim ates . But  thi s is with ­
in our au tho rity. We make these ad jus tm en ts and we t ry  to hold  to 
the  posit ions and  t he gen era l purposes that we defined before  the  com­
mittee.

INCREASED STA FF

Senator  Allott. We ll, I wa nt to  say ri ght at  th at  po int , I have  
some figures whi ch I ha d drawn here fo r me on the overa ll Agen cy 
gro wth in the Office of the  Gen eral  Counsel, and the  Office of Manag e­
ment Serv ice, and the  Office of  Public Af fai rs, and  the  Office o f Per ­
sonnel Tr aining , and the Office of Pl an s and  Requiremen ts, and the 
Wa shington  headquart ers  and on Av iat ion  Medicine,  and  in all of 
these  the y show a decided  increase in thi s, and in each  inst ance 1 
believe an  increase o ver  the  projection.

Now, I have  not add ed all these up  to see how man y mi llio ns they 
come to , b ut  they  had  to come from some where. Now if  they were  no t 
wi thin t he budget w here did the y come fro m ?

Mr. D ean . Mr.  Chairma n, wi th respec t to the op erat ing budget we 
have ju st  made a review of where we will  end  up th is fiscal yea r. I 
wish to assure you t hat  not only  ha ve we s tayed wi thin the b udget , we 
have actual ly saved pro bab ly $3 m illi on------

Mr. H arper. We wil l save more th an  th at .
Mr.  Dean . Ap prox im ate ly $3 mi llio n un de r the  to ta l budget for  

1961.
OVERALL AGENCY GROWTH

Senator  Allott. Let ’s take  the overall Agency  growth.  In  1961 you 
sou ght  39,585 employees at  a cost of  $255,327,743. You ac tua lly  em­
ployed  42,431 a t a cost of $309,867,880 in the  overa ll Agency.

Mr. H arper. Th ere  must be some mistake in those  f igures, sir. We  
have no t emp loyed any more people than  we requ ested fo r 1961 in 
las t ye ar ’s bud get . Those figures are  no t fam ili ar  to me. But  the  
numb er we have emp loyed th is ye ar  is  less th an  we pu t in last  y ea r’s 
estimate.

There  are  tw o sets  o f figures.  Th ere  are  t he  figures of the “O pe ra­
tions” ap prop ria tio ns  a nd the  figures  fo r the t ota l Agency, sir .

Se na tor  Allott. Al l rig ht . Do thes e figures I hav e quo ted  repr e­
sent  the overa ll A gency ?

Mr. H arper. 39,000 is “Operat ion s” app ropr ia tio n,  sir.
Sena tor  A llott. “O perat ion s” alone.
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Mr. H arper. An d the  othe r one sounds  closer to the  to ta l Agency  figure .
Mr. H alaby . The numb er of  posi tions autho riz ed  in the  to tal  fiscal 1961 budget was  42,431, and  the  a ctu als  on May  31, 1961, were 40,500.We may  have given you some confu sin g figures, or  the  source  th at  you have  ma y have confused some o f o ur  figures .
Se na tor  Allott. You are  seeking in 1962 40,060, is th is cor rec t ?Mr. H arper. Yes, sir.
Se na tor  Allott. “O perat ion s’’ alone .

Agency  ?
Mr. H alaby . To tal  Agency.
Sena tor  Allott. Those are  the  figu res I  have . I  wou ld like to po int ou t a t th is po int t hat  yo ur  budget , these figures came fro m you r own jus tificat ion , the  de pa rtm en tal  an d field, $242,431 in 1961.
I wa nt to po in t ou t th at  at  th is po in t y ou r numb er of  p osi tions has  gro wn 21 pe rce nt in 2 years  and  t hat  in 1960-62 the  to tal  cost o f ‘‘Per­sonnel serv ices” has  grown 55.3 p ercent.
Se na tor  Saltonstall. Wo uld  the  Se na tor yie ld?
Sena tor  Allott. Yes,  si r.
Sena tor  Saltonstall. Are your  per son nel  un de r the  head ing  of “Fed eral  Av ia tio n” or are  they di st rib ut ed  downwards  int o de pa rt­men ts and div isio ns ?
Wh en you  ta lk  about 42,000 or  45,000, are those interc han gea ble . I f  you needed it , could you p ut  145 into  a p ar ticu la r d ivis ion?
Mr.  I Ialaby . I th ink we have the a ut ho ri ty  to do so.
Se na tor  Saltonstall. Un der the law ?

CONSULTATION W IT H MEM BER S OF CONGRESS

Mr. H alaby . Unless t he  ap prop ria tio ns  b ill,  as i t does in  th e case of th is Civ il Aerom edical Researc h In st itu te , specifica lly sta tes  a  c eiling. How ever, I can assu re you befo re ma kin g any such changes as the  one you have in m ind  the re,  we wou ld cons ult,  as I  hav e quite r eligio us­ly since com ing to office, about 110 day s ago,  wi th  the ap pr op riate Members o f Congress .
We wo uld like  to see t hi s 120-man cei ling  on the  Civi l A ero nauti cal - Medical Researc h prog ram lif ted fo r two  reasons.  One, Sena tor , I have tri ed  very ha rd  to  avoid dupli ca tio n in research,  an d I have let ter s fro m all the  In sti tu tes th at  I thou gh t, in fac t, we might  be du pl icat ing—a nd whi le the re may  be some bac ksc ratching  involved  here—they have gone on reco rd as s ay ing  we are  not du pl icat ing wh at the y are  doin g. I have challenged  Dr . Go dd ard to go out and find dupli ca ted  work. I have also pu t on top  of  th is  Med ical  Researc h In st itu te  a kind  of bo ard  o f trus tee s from  those age ncies where du pl ica­tion  m igh t po ssib ly e xist , and I  h ave  th e fee ling t hat  t hey will  be  s ure th at  th is Research In st itut e does no t d up lic ate  w ha t they  a re doin g.
I  have t rie d to p ut  a ll the  sa feg uards  around  it .

CEILIN G ON IN ST IT UT E PERSONNEL

But  I  believe th at  we gave con fus ing  te stimo ny to  th e House. The y 
pu t on a cei ling  ap pa rent ly  applicab le to the whole pro gra m,  bu t the  members cove r ju st  the  In st itu te , whi ch is only par t of  the  medical research pro gra m.  In  the second plac e, we need those peop le to do civ ilian re search th at  is no t being done elsewhere.
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Now I hav e heard  that  ther e is opp osi tion to our do ing  civil aero-  
medical rese arch from  tw o d ifferent gro ups, and I have  ch allenged the 
lead ers  of those gro ups to tell me why we should no t do a lim ited  
amoun t, and  th is  is a limited  amoun t, with 120 people and $14/2 mi l­
lion, on all of  the  ran ge  of prob lems of  pilots , enginee rs, ai r traffic 
con troller s in ou r na tional aviat ion system .

PRESENT MEDICAL PERSONNEL REQUEST

Sena tor  A i.lott. Mr. Ha laby, you are  askin g fo r 1962 in th is  av ia­
tion  budget 390 people at  a cost of  $2,753,944, aren 't you?

Mr. H alaby . We ll, in the  f irst  p lace , sir , th at  tot al figure invo lved  
about 230 medical researchers, and when  I  went before  the  Hou se 
committee I  h ad  n ot had  an  o pp or tuni ty , in appro xim ate ly 30 days  in 
office, fully  to review this . An d I  hav e swe ated  th at  230 medical re­
searchers down to 150 of which 120 are  fo r the  In st itu te . So th at  
ori gin al figure of  390 is now 313 app rox im ate ly.  And only 150 of  these 
313 are medical researchers.

The  total  we seek fo r th is y ear is no t 390 as  appear s in the  document  
you pro bab ly have  in fro nt  of you,  bu t it is a t ota l of  313, an d of all 
thi s only  150 a re actual  medical research people.

Sena tor  Allott. Now , Mr. Ch air ma n, i t wo uld  take me several hours  
to explore  th is tho rou ghly.  In  orde r to faci lit ate it, I have  before  
me some specific ques tions on some specific items, a nd  in  fact  th ere  a re 
11 items here, most  of  which a re on personnel .

I would like  to pu t th is in the  record  and have  the  rep ly of the  
Agency  specifically  to these 11 questions in a concise form th at we can  
und ers tand. They all go to the  almo st fant as tic  gro wth of th is 
Agency, which I  realize is necessary in many respects , but  I  al so t hink  
the  time has  come when thi s Agency ought to s ta rt  t ak in g a good look 
and  pa rin g back  and not ju st keep  on gro wing  like  Mr. Pa rk ins on  
seemed t o ind ica te th at  every thing  does grow .

(The inf orma tio n refer red  to fol low s:)
I ntroduction

The Federal expense for the first full yea r of operations of the Federal Avia­
tion Agency in fiscal year  1960 (Ju ly 1. 1950-June 30, 1960). The Agency came 
into being on Janu ary 1, 1959, pursuant  to the term s of the  Federal Aviation 
Act of 1958. This  act changed substan tial ly the  area of responsibility  of the 
FAA compared to the  predecessor agency, the  Civil Aeronautics Administ ration.

Therefore, fiscal 1960 will be used as the  base year for all of the following 
comparisons.
Questi on I

Overall agency  growth

F is ca l y ea r

19 60 ........................................
1961:

S o u g h t .........................
E m p lo y e d ............. ..

196 2........................................
In c re a se  1962 o v e r  1960. 
P e rc e n t  i n c r e a s e . . ..........

N u m b e r  of T o ta l  co st of
p o s it io n s p e rs o n n e l

serv ic es

34 ,890 $2 20 ,835 ,193

39. 585 $255 ,327 , 743
42, 431 $309,  867, 880
45. 060 $343 ,057 , 938
10 ,170 $122,  222, 745

29 55 .3
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The FAA told Congress it woulld need 39,585 positions in liseal 1961 costing 
over $255 million, yet in the fiscal 1962 justif ication the FAA reveals that  it in 
fact  hired 2,846 add itional employees a t a cost of over $309 million.

How can this increase be justi fie d; and where did the add itional  $54,540,137 
come from which was spent on these additional unau thor ized  people?

If  they got the ext ra money from ano ther pa rt of the ir appropr iation, it 
must e ither have  conta ined a lot of padding or they sacrificed necessary projects. 
Answer I

The personnel comparisons indicated above were apparently  derived from 
page 3 of the 1962 justif ications and page 21 of the 1961 justi ficat ions . Although 
these ex hibits are  sim ilar, ther e a re three imp ortant changes in prese ntat ion tha t 
must be noted : (1) the 1962 exhibit includes  al l appropriation s, whereas  th at  for  
1961 included only the “Expenses” (now “Opera tions”) appro priation;  (2) due 
to t he  change in object of expenditure c lassifications, the  1962 d ata for  “Pe rsona l 
services” includes personnel benef its; i.e., retir ement, insu rance and  medical 
payments shown in prio r just ifications as “Other objec ts” ; and (3) subsequent 
to congress ional consideration of the 1961 estimates a pay incre ase was enacted 
(Pub lic Law 86-568). Thus, all  “Person al services” costs in the  1962 estimate s 
include approxima tely 14 percent more than  was included in comparable items 
las t year.

The  39,585 positions indicated in the above question represen ts the  request for 
fiscal year 1961 for the “Expenses” appropriat ion only (changed  to “Operat ions” 
appropriat ion in 1962). The 42,431 posit ions represen ts all  appropriation s. The 
actua l comparison should be 39,585, costing $255 million, as presented in the 
1961 budget, as compared to the  1961 actual program for  thi s appropriation of 
39,600 posit ions at a tota l cost of about $250 million. Adding approximately 
$37.6 million for  pay increases not included in the 1961 estimates and personnel 
benefits shown elsewhere las t yea r bring this to $287.6 million, as shown in the 
justif ication. For all appropr iations, Agency e stim ates  for  1961 a s presented to 
the  Congress were 42,916 as  compared to the tota l actual ly programed of 42,431, 
as indicated above. Actual sal ary  paymen ts were in excess of the 1961 estimates 
only by vir tue  of the pay increase  approved by Congress effective during the 
fiscal yea r 1961.

This  question, and those that  follow, deal with  overall increases from 1960-62 
and differences between the 1961 est imate  and 1961 as actual ly programed. In 
this rega rd, the  1960 estim ates were developed largely before the Agency became 
opera tive, and the 1961 estimates before the Agency had had  one full  year's  oper­
ation. Thus, the  budget estim ates  for these  2 y ears could not accu rate ly reflect 
all the  budgetary implica tions of the policies, procedures and degrees  of emphas is 
as they  have actu ally evolved since the inception of the new Agency. This is 
par ticula rly  tru e of staff and supp ort funct ions which mus t be responsive to the 
needs of o ther  elements of the Agency. Actua l events  have proven that  we were 
overly conservative  in our budget ing for  this  portion of the  organ izatio n, and 
necessary adjustm ents  have been made when required.

In answ er to the specific questions, the  tota l positions for  1961 are less tha n 
those  included in the 1961 estimates and with minor  exception are  autho rized  
on the  basis  jus tif ied ; the  difference in dollar tota ls is ent irely due to the pay 
incre ase and the  revised method of reflect ing cost.

In this connection, it should be noted that  the  to tal Agency increases requested 
for 1962 amounted to 2,629 positions as compared to increases of 5,213 positions  
for 1961 and an average incre ase of $5,900 posit ions per year since 1958. An ap­
plicat ion of workload form ulas  used to determine manpower requi rements for 
the  operations and maintenance of our airways fac iliti es would support approxi­
mately 2,000 addit ional  posit ions above those actually requested. These posi­
tions were eliminated from the  estimates in the belief th at  by application  of 
more rigorous managem ent techniques, the  overall effectiveness of manpower 
usage could be improved.
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Question I I
Office o f General Counsel

F is c a l  y e a r

I9 6 0 .............................................
19 61:

S o u g h t ............................
E m p l o y e d ................... .

1962.................................... ..
I n c r e a s e ,  19 62  o v e r  19 60 . 

P e r c e n t  i n c r e a s e ............... .

N u m b e r  o f 
p o s i t io n s

T o t a l  c o s t  o f 
p e r s o n n e l  

s e r v ic e s

102 $7 89 , (MX)

‘ 126 9 0 1 ,7 0 0
147 1 .2 3 8 ,1 6 1
165 1 .3 8 6 .2 8 1

63 597,2 81

6 1 .7 43

1 F is c a l  1961 ju s t i f i c a t i o n  s o u g h t  12 6 p o s i t i o n s .  F i s c a l  19 62  j u s t i f i c a t i o n  i n d i c a t e s  t h a t  14 7 a r e  e m p l o y e d

The foregoing ra ises  two ques tions :
What just ifica tion is there for a 61.7-percent increase in legal personnel 

in a 2-year period? (Espec ially since overall Agency growth was 29 
percent.)

How, af ter requesting 126 positions for fiscal 1961, did they get 147 
employees?

An sw er I I
Major workload factors  in the Office of General Counsel are  the legal review 

related to con trac t negotiat ions, enforcement  actions growing out of violat ions 
of the Civil Air Regulat ions, and the promulgation of rules  unde r the  Adminis­
tra tive Procedures Act. The overall increases  since 1960, as well as the 21 
positions added in fiscal year 1961, are direc tly rela ted to increased caseload, 
primarily  in the  are as of activ ity noted above. Growing backlog of enforce­
ment cases, as well as the volume of claims and  othe r tran sac tion s rela ted to 
Agency cont racts , clear ly indicated the need for stren gthening  the staff of this 
organ ization beyond th at  contemplated at  the time the 1961 estimates were 
prepared. The positions added were within the tota ls for the appropriat ion as 
a whole.

The increase of $336,461 for personal services costs is direc tly rela ted to the 
add itional positions and includes $85,000 due to the pay increase autho rized  
under Public Law 86-568, and $74,000 for  the  employee benefits reflected as 
nonpersonal services costs in the 1961 estimates.
Question I I I

Office of Mana gement Services

I9 6 0 .............................................
196 1:

S o u g h t ............................
E m p l o y e d ................... .

1962
I n c r e a s e ,  1962  o v e r  1960 . 

P e r c e n t  in c r e a s e ________

N u m b e r  o f 
p o s i t io n s

T o t a l  c o s t  o f 
p e r s o n n e l  
s e r v ic e s

1,1 31 $ 5 ,6 2 9 ,3 5 0

i 1 ,3 10 7 ,0 8 5 ,9 0 0
1,3 82 8 ,6 1 1 ,5 1 3
1 ,4 72 9 ,4 6 1 ,8 1 7

341 3 ,8 3 2 ,4 6 7

30 68

1 F is c a l  1961  j u s t i f i c a t i o n  s o u g h t  1,31 0 p o s i t io n s .  F i s c a l  1962  ju s t i f i c a t i o n  i n d i c a t e s  t h a t  1 ,3 82  a r e  e m p l o y e d .

This likewise raises two questions:
Why does a 30-percent increase in personnel (assuming it is justi fied)  

resu lt in a 68-percent increase in payrol l?
How, a fte r reques ting 1,310 positions in fiscal 1961, did they get 1,382 and, 

more important ly, why did that  increase (5.5 percent) result  in a payrol l 
increase of $1,525,613 (or 17.4 percent ) ?

It  appears  that  for each unit of additional personnel there is a 3-fold increase 
in payroll.
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Answer II I
The office of Management  Services provides budgeting, accounting, audi ting, 

management analysis,  and adm inistra tive supp ort services  required for all ac­
tivities of the Agency. Upon the organiza tion of the Fede ral Aviation Agency, 
it was found that  many imp ortant man ager ial programs had to be strengthened  
because of the newly independent sta tus  of the  Agency. Since the budget for  
the fiscal year 1960 had been prepared before the  Agency was actually  in being, 
these programs were not fully provided for  dur ing  that  fiscal year. The sub­
stantial growth between fiscal yea rs 1960-62 for the  most pa rt reflects the im­
plementation for the first time of such imp ortant  programs as internal  audit, 
management analysis, accounting and financia l management  improvement , and 
program evaluation . Othe r increases have been in response to  workload demands 
placed on th is organization due to the general growth of  the Agency.

The difference of 72 positions  in the 1961 program, as compared to the 1961 
budget es timates, is due to four fa ct or s:

(1) Sixteen  positions  for field management analysis  a ctiv ities which were 
reflected under ‘‘Executive direction” in 1961 estimates  and do no t repre sent 
add itional jobs.

(2) Thir ty-s ix positions as a res ult  of establish ing a prin ting  plant in 
the Federal  Aviation Agency in cooperation  with  the congressional Jo int  
Committee on Printing. The cost of these  positions is more tha n offset by 
a reduc tion in prin ting  previously obtained from plan ts outside the FAA 
other than the GPO.

(3) Workload increases placed on the Office of Management Services by 
other organiza tions of the Agency in excess of tha t anticipa ted in the budget.

(4) Strengthening of central  management review organiza tions such as 
workload measurement, automatic da ta processing evaluatio n and intern al 
audit, at  a rat e f as ter than  was contemplated in the budget. These activities 
are generally considered to be self- susta ining  from the stan dpo int of in­
creased efficiency in utilization  of Agency personnel, elimination of uneco­
nomic da ta processing insta llatio ns, and improved aud iting of con tracto r’s 
claims, cost elements  in negotia ted cont racts , etc. In spite  of this increase 
in audit  services, the Agency was subject to some critic ism by the House 
Subcommittee on Legis lative  Oversight for  not expanding more rapidly  in 
this imp orta nt area .

The payro ll increase between I960 and 1962 inc ludes $535,000 for  pay increases  
and $548,000 for employee benefits. Afte r adjust ing  for these factors  the salary  
increases are  more nearly proportionate  to the  employment increase . Elimin a­
tion of these  same factors  from the difference between the  1961 sal ary  figures 
will resu lt in approxima tely proport iona te increases in personnel and salary  
totals .
Question I V

Office of Public A ffairs

Fi sc al  ye ar
N u m b er of  

pos iti on s
T o ta l co st  o f 

per so nn el  
se rv ices

1960...................... ................... . .............................. ......... . . .................................. ............... 14

i 24
33
35
21

$110, 900

173,300 
29-1.942 
325.445 
214, 545

1961:
S o u g h t. . ______________ ____ __________ ______________ ______________
E m plo yed ............................. . ........................................ ............... ......................... .......

1962_____ ............. . ............................ ................ .......... ......... ..................... ..........................
In cr ea se , 1962 o ver  I96 0_______ ____ ____ _____ - - .................... .............................

P er ce n t in cr ea se ..................................................... ......... ... ............................. ............... .. 150 193

1 Fi sc al  1901 ju st if ic a tion  so ught 24 p os iti ons . F is ca l 1962 just if ic a ti on  in dic at es  th a t 33 w ere em plo yed .

Wh at justi ficat ion is ther e for thi s very substan tial  increase in a non­
func tional department especially in view of the fact  that  the  cost is nearly 
doubled ?

How, af te r requesting 24 positions for  fiscal yea r 1961. did they employ 
33 and where did they get the ext ra $120,000. which was more than tlie ir 
ent ire budget in fiscal 1960?
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An swer I V
The difference in the  1961 estimate and the 1961 program of 9 positions rep­

resen ts a change in the presentation of field public  affa irs personnel reflected 
under  execut ive direct ion in the 1961 estim ates.  Thus, there was no change 
from the estim ates and the finally approved program except for pay increases. 
Taking  this adjustment into accou nt the  actual  increase is 12 positions from 
1960 to 1962 p rincipally  due to grea ter  emphasis on aviat ion education programs 
depicting FAA activ ities to the public through the  media of exhibits , motion pic­
tures,  and booklets with some gre ate r emphasis in news coverage requi rements. 
The addi tional personal services costs include $21,000 for  pay increases and 
$20,000 for employee benefits. The balan ce is direc tly rela ted to the salarie s 
for  the difference in the  positions involved.
Question V

Office o f Personnel and Tra ining

F is ca l y ear
N u m b e r  of 

p o s it io n s
T o ta l  cost  of  

p e rs o n n e l 
se rv ic es

1960.............. ............................. . . .......... ........................................ ..................................... 1,10 9 $6,5 44 ,3 541961:
S o u g h t ....... ........................................................................................... ...................... l 1,324 8 320  448
E m p lo y e d .................._ ............... . ......................... ................................................. 1,32 0 » 42 2,30 0

1962_____________ _________________________________ ________________ 1,45 7 10 426 358
In cre ase , 1962 o v e r  1960 ________________ _________ ______________ . 348 3 882  004

P e rc e n t in c re a se .............................. ................................................................................... 31 59

1 F is ca l 1961 ju s ti f ic a ti o n  s o u g h t  1,324.  F is ca l 1962 ju s t if ic a t io n  sh o w s t h a t  o n ly  1,320 w e re  e m p lo y e d .

This  raise s a very serious  question of efficiency. In fiscal 1961 the  FAA, in 
fact, employed 4 less tha n the 1,324 positions they  stated they needed in the ir 
fiscal 1961 justification. Yet th is lesser  number of positions  cost  $1,121,852 more 
than the amount forecast to employ the larg er number (a 13.4 percent increase 
in money spent  to employ four fewer  employees). Again, what justi ficat ion is 
there  for a 31-percent increase which res ult s in near ly a double ra te  of payroll 
increase (59 percent) ?
Answer V

The increase in the Office of Personnel and Tra ining is due to two fa ct or s:
1. General agency grow th; increases  for thi s purpose have been main­

tained at  a rati o of one personnel techn ician  to each 135 agency employees, 
and accounts for  123 positions of the tota l i nc rease; and

2. Increase  in the  technical tra ining staff a t the  ae ronauti cal center where 
ai r traffic contro l maintenance techn icians and  flight stan dar ds inspectors 
are  given technical training necessary to the  proper  performance of the ir 
jobs. This accounts for 225 positions of the tota l increase.

The increased salary  e stimates for 1961 of $1,121,852 are enti rely  att rib uta ble  
to the  pay increase, $661,000 and the changed method of presen ting employee 
benefits. $619,000.
Question V I

Office o f Plans

F is ca l year
N u m b e r  of  

p o s it io n s
T o ta l  cost  of  

p e rs o n n e l 
se rv ic es

1960............................................................................................................................................. 59 $6 15 ,950
1961:

S o u g h t .................... ......................... ............................................................................................. i 65 645. 400
E m p lo v e d ....................................... .............................................................................................. 75 76 7,96 51 9 6 2 . .. .' ............................ ........................................ . . . . 81 850 790

In cre a se , 1962 o v e r  19 60 ......... .......... ................................................................. ....................... .. 22 234 . ,840

P e rc e n t  i n c r e a s e _____________ _________ _______ ________ ______ _________ ________ 37.2 38

1 F is ca l 1961 ju s ti f ic a ti o n  s o u g h t 65 . F is ca l 1962 ju s ti f ic a ti o n  sh o w s t h a t  75 w ere  e m p lo y e d .

This  increase exceeds the overall  Agency grow th—how is it justif ied? 
How do they j us tify the 1961 upgrading?
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Answer VI

Increases  in the office of plans since 1960 have been in the activities of emer­gency rea dine ss planning in coordination with the Office of Civil Defense Mobili­zation, and a noise-abatement program resu lting from the increased use of jet  air craf t in commercial aviation. The emergency readiness program involves de­tailed planning  for continuity of essentia l FAA operations in times of nat ional emergency when the field activit ies of a ir traffic management and fac iliti es main­tenance of the  FAA will be in dire ct supp ort of mil itary operations . The sec­ond program is concerned with developing methods and techniques for mini­mizing the noise nuisance at airports  where  thi s has  become a crit ica l problem, par ticu larly with  regard to the use of je ts  at  airports  close to populated  areas. Cost factors  include $42,000 fo r pay increases  and $31,000 for employee benefits.
OTH ER OBJE CTS

Question VI I
The 1962 forma t differs from the 1961 (p. 3 compared to p. 21) in that  the summary which api>eared at  page 21 of the  1961 budget  along with  the dia ­grammatic personnel chart  is omitted in the 1962 form at and the summ ary ap- pearg elsewhere (a t p. 2) omitting the item “Other objects.”
These “Other objects” are  very sub stantial items—for example, $98 million in 1960 and $128 million in 1961, Why the  change? Where are  “Oth er objects” in the 1962 form at?  Wha t do “O ther objects” consist of?

Answ er VI I
The term “Other objec ts” refe rs to all costs of the Agency other tha n for personnel and rela ted benefits. The $98 million referre d to for 1960 fiscal year and the $128 million for fiscal year  1961 represe nts the costs for  th e “Expenses” appropr iation only. The principal items  of cost included under this catego ry are  trave l, ren ts and utili ties,  supplies and materia l, equipment and con trac tua l services. In the 1962 es tima te such costs  are  reflected under individual appro­pria tion items ra ther  than at a summary level. For the “Operations” app rop ria­tion the total actu ally  programed comparable  to the  $128 million in 1961 amount­ed to $121,024,000.

Question VII I
WA SHING TON  HEADQUARTERS

Was the re ever a ceiling set on the  number of positions in the  Washington hea dqu arte rs estab lishm ent?
Two years ago Quesada set such a ceiling  for purposes of good appro­pria tions relations.

Weren’t cer tain  activities moved from Washington  hea dqu arters  to the  field in order to keep u nder th is 3,000 ceiling? For example—
Wasn’t “Records and certi ficates” and related personnel moved to Okla­homa City f or thi s reason?

How much did  i t cost to move it  there?
Wasn’t a sub stan tial  pa rt of the  medical center moved to Oklahoma City for this reason ?

How much did i t cost to move i t there?
Were n’t a significant number of R. & D. people moved to Atlant ic City for  this reason?

How much d id i t cost?
Despite  these costly moves hasn’t the  headq uar ters complement grown above the ceiling?

3,443 positions a re  sought for 1962.
How high would h ead qua rters be i f these moves had  not been made?

Answer V II I
Adm inis trator Quesada set a policy th at  activities in Washington would be limited to those of an overall  Agency planning and program direc tion nature . At the time thi s policy was prom ulgated in fiscal year 1960, It was  estim ated  th at  there were 3,000 such positions, and  that  growth in such posi tions  would not exceed 100 each year,  for example  the  1962 estimate  would be 3,200. All subsequent planning has been in accord with thi s policy, in the  ful l knowledge th at  cer tain  act ivi ties  would have to be moved from Washington to adhere to the policy.
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An nicer VI
Increases in the office of plans since 1960 have been in the activ ities  of emer­gency readiness planning in coordination  with the Office of Civil Defense Mobili­zation, and a noise-abatement program resul ting from the increased use of jet  ai rc ra ft in commercial aviat ion. The emergency readiness  program involves de­tailed planning for cont inuity of essential FAA operation s in times of natio nal emergency when the field ac tivi ties  of a ir traffic management and faci lities  ma in­tenance of the FAA will be in dire ct suppor t of mil itary operat ions. The sec­ond program is concerned with  developing methods and techniques for mini­mizing the noise nuisance at  air ports  where this has  become a crit ical  problem, par ticu larly with  regard to the use of jet s at  airports  close to populated areas. Cost factors include $42,000 for pay increases and $31,000 for  employee benefits.

OTHER OBJECTSQuestion VI I
The 1962 forma t differs from the 1961 (p. 3 compared to p. 21) in that  the summary which appeared  at  page 21 of the 1961 budget along with the dia­gram matic personnel chart  is omitted in the 1962 form at and  the summary ap- pear s elsewhere (a t p. 2) omit ting the item “O ther objects.”These “Other objects” are  very subs tanti al items—for  example. $9<S million in 1960 and $128 million in 1961. Why the change? Where  are  “Other  objects” in th e 1962 format? Wha t do “O ther  objects” consis t of?

Answer  VI I
The term "Othe r objec ts” refers  to all costs of the  Agency othe r than for personnel and rela ted benefits. The $98 million referred to for 1960 fiscal year  and the $128 million for fiscal year 1961 represents the costs for the “Expenses” appropriation  only. The principa l items of cost included unde r this category are  trave l, rents and utili ties , supplies and materia l, equipm ent and contrac tual  services. In the 1962 estimate such costs are  reflected under individual appro­pria tion items ra the r tha n at a summary level. For  the “Opera tions” ap propria­tion the tota l actually programed comparable to the  $128 million in 1961 amount­ed to  $121,024,000.

Question  VII I
WA SHING TON HEADQUARTERS

Was there ever a ceiling set on the number of positions in the Washington headquarte rs estab lishm ent?
Two years ago Quesada set  such a ceiling for purposes  of good appro­priat ions  rela tions .

Weren’t cer tain  act ivi ties  moved from Washington  headqu arte rs to the field in orde r to keep und er th is 3.000 ceiling? For example—
Wasn’t “Records  and  certi ficates” and rela ted  personnel moved to Okla­homa City fo r this reason?

How much d id it  cost to move it  there?
Wasn ’t a substantial pa rt of the medical center moved to Oklahoma City for this  reason ?

How much did it  cost to move it there?
Weren’t a significant number of R. & D. people moved to Atlantic City for  this reason?

How much did i t cost?
Despite these costly moves hasn’t the hea dqu arte rs complement  grown above the ceiling?

3,443 positions are  sought fo r 1962.
How high would head qua rters be if  these moves had not been made?

Answer  VII I
Admin istrator  Quesada set a policy that  activities in Wash ington  would be limited to those of an overall Agency planning and prog ram direction natu re. At the  time this policy was promulgated in fiscal yea r 1960, it was estim ated th at  the re were 3,000 such positions, and that  growth in such positions would not exceed 100 each year, for example  the 1962 estimate would be 3,200. All subsequent  planning has  been in accord with  thi s policy, in the full knowledge th at  certain activitie s would have to be moved from Wash ington  to adhe re to the policy.
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financed in 1961,” i.e., it is an attem pt to rec apt ure  in 1962 money which Con­
gress refuse d to ap pro pria te fo r fiscal 1961.
Answer  X

The $23.1 million justified as ‘‘Adjustment for  port ion of contin uing program 
unfinanced in 1961” is not an atte mp t to rec apt ure  moneys re duced from the est i­
mates by th e Congress. New programs of  the Agency each fiscal y ear  are  accom­
plished on a phased-basis, takin g into accou nt the  capac ity of the  personnel 
office to hire large  numbers of people and the  periodic  completion of new ai r 
navig ation  and communica tions faciliti es thro ugh out  the fiscal y ear. Our finan­
cing of new programs is based on t his phasing- in of new personnel and new costs 
rela ted to physical faci lities  in approxim ately  equal increm ents each month of 
the  fiscal yea r on the average. The $23.1 million represents the  amount of 
money required to continue for a full yea r in 1962 those programs  which were 
begun on a phased-basis during 1961, and ther efor e financed for only a portion of 
the  fiscal year. Reference to page 28 of the 1961 budget estimat es will show 
th at  in our pres enta tion  to the Congress this was referre d to as par t-y ear  lapse  
of new programs  amou nting to $35.9 million. The difference result s from posi­
tions and faci lities  e limina ted as a res ult  of budget reduc tions of Congress. Ref ­
erence to page 27 of the 1962 estim ates  indicate s a similar ent ry in our cur ren t 
estimates, and represen ts addi tional financing which will be re quired in 1963 for 
the  new programs requeste d for par t-y ear  financing in 1962.
Question XI

Also a t page 22 of the  fiscal 1962 justi ficat ion there is a request for  $15.1 mil­
lion to cover pay increases. The Pre sid ent  direc ted all agencies to seek to offset 
these increa ses by o the r economies. Wh at specifically, did the FAA do to try  to 
avoid requesting th is supplement?
Answer  XI

In  complying with the  Pre side nt’s d irect ive to offset pay increases the Agency 
absorbe d a pproxima tely 20 percent of the tota l pay requi reme nts for the “Opera ­
tions” a ppro pria tion  in 1961 based on tot al salary  costs included in the  progra m. 
A pay-inc rease supplemental  of some $18.9 million could have been suppor ted. 
By adj ust ing  programs for supplies and equipment and limit ing recruit ment as 
much a s possible in all organ izatio ns approxim ately  $3.8 million will be absorbed 
by the Agency. These actions were reported  to the Presi dent , and, we believe, 
fully  complied w ith his absorptio n policy.

MAN AGE MEN T OBJE CTIVE

Mr. H alabt. I  cou ld not agre e more , sir , coming in fro m pr ivate 
ind ustry .

Could T just tak e one mom ent to give  you an assu rance on th at ?
T am absolut ely determ ined th at  we ge t tight ma nageme nt int o 

th is Agency.  I t  wo rries me to see $744 m illion a y ear be ing  so ught fo r 
rou gh ly 74,000 ai rc ra ft , which is $10,000 an airpla ne . That  looks 
rou gh,  as Se na tor  En gle and oth er of your  col leagues h ave  po int ed  o ut 
on the  floor o f the S enate.

The reason th at  it worries me is th at  I  am sure  th at  in so ra pi d an 
expansion the re is excess and the  only  th in g you can do, as a new ­
comer to a 42,000-man Agency,  is try  to  ins tal l some m anagem ent  con­
tro ls and get some good ma nag ers  and develop  them  from wi thi n the  
Agency.

And in the las t few weeks we hav e done s everal thin gs.
One,  we have  sta rte d a manag ement  inf orma tio n prog ram on top 

of  an alr eady  excellent repo rti ng  prog ram th at  Mr . Dean and  his  
colleagues  have installe d.

We have  here  fo r the  first  time in alm ost  any  agency in the  Fed ­
era l Gov ernment, in one room, all of  the manag ement  inf orma tio n 
necessary to  manag e an agency. Th is was set up  fo r a very few 
tho usa nd dol lars. In  one room i s a ll of  th e da ta  tha t all of  the  peop le 
and all of  the  equip ment in 90 dif ferent  act ivi ties of th is Agency.
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Th at  is only th e beginn ing —to get  the  fac ts.
The second th in g is to get ins till ed in the  Agency the  idea th at  we 

are ma nagin g a lean  and c lean and  aus tere  opera tion whose only pur­
pose is to serve  the  aviatio n com mun ity and the  gen era l public  p ri ­
mari ly in sa fety .

The  next th in g is to get some of  these opera tions out of W ashing ­
ton,  out  into the field where the  fac ts and the  problem s are  fa ir ly  
known. The next th ing,  and the most im po rta nt  of  a ll, is to develop 
manag ers , poli tical managers,  in  the sense of  m anag ing  poli tical fun c­
tions here , pro fessional  poli tica l functio ns. An d th at  is going  to be 
very ha rd  to  do because we are an agency o f special ists , and  they  are 
enginee rs, doctors , and specialis ts in the  field of flig ht inspection. 
An d like any  large  org anizat ion  we have  to decent rali ze,  we have to 
get good manag ers  lar ge ly from our own rank s and make  the m con­
scious th at  th ei r job is t o produce the  max imu m service to the pub lic 
with th e least  cost p er  hour .

But I wish I  could tell you-----
SOURCES OF QU EST ION S

Senator  Allott. At thi s point, Mr.  Ha laby , 1 want  to say I have  
had  t his  question rais ed, by vi rtue of  my p lace on this  committ ee, from  
man y sources, from  opera tin g mem bers  of Federal  air line s, I hav e 
had  it raised from not one air line but from seve ral, and  I hav e had 
it raised rep eat edl y, of course, by pilots—and I hap pen  to know a lot 
of old pilo ts, air lin e pilots—I have  had it raised  rep eat edl y by  em ­
ployees of  F A A, a nd  p robably  these  a re the  th ree  m ain sources . An d 
I rea lly feel th at  if I get a specific ans wer to  these questions, a nd  if the  
Agency goes abo ut tig hten ing up the  manag ement , as you say you 
intend  to do, and I am sure you do intend  to do it, th at  it  is pro bably  
the  most necessary  th in g in the  Agency at th is time. Because there  
is no doub t jus tifi ably it had  to grow fas t, and we had to get the  job 
done, and  now the job  chan ging c omplex ity.

REASONS FOR GROWTH OF AGENCY

Mr. H alaby. I wish  I could tell you th at  there will lie 3,000 people 
in Wa shington , th at  we will hold  the  line  at 42,000 people, which is 
rou ghly wha t we have tod ay. Bu t I  can not  f or  two reasons .

We are  well beh ind  in technology. We ha ve not the  rada rs  an d the  
com puters  and  the  autom atic  machines th at  will take the  plac e of a 
large num ber  of  huma n minds and  hands working over  thes e rada r-  
scopes.

And as S enato r Monronev’s hea rin gs  po inted o ut, we need even a few 
more to be sure th at  through  a mass ive numb er of peop le we have  
covered every  possible gap in t he air wa y traffic contro l flow.

The second reason is neglect—15 years  of  neglect of th is prob lem. 
I f  we h ad been th inki ng  o f thi s the  way we ha ve been th inking  ab out  
the  interc ontinental  bal list ic missiles fo r the  las t 10 yea rs, we would 
not  be ask ing  you fo r th is money th is yea r, or  this  many  people in my 
jud gm ent.

So we have  ac cum ulat ed a ga p t ha t we are filling.
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MILITARY FUNC TIO NS

And the next reason I think the Agency is going to grow is because 
I think the military are going to  add more functions through their  
military  control towers, their military airways traffic control and com­
munication centers. There are 17,000 military  personnel doing jobs 
tha t the military feel we could probably do for them.

Now that would be transfer ring from one budget to another, but we 
think we can do the job of those 17,000 people with about 12,000 
people.

So I cannot tell you that the ceiling is on this Agency. In  fact, I 
think because of catching up it has to grow to 45,000 on the present 
basis, and if the military see fit to tran sfer  functions to us, the Agency 
would grow fur ther  because it is adding functions.

These are basic problems and I, in 110 days, do not  have clean-cut 
answers. I have to tell you th at we are going to  do the best we can 
to manage what you give us. to decentralize the operations so we will 
have less people following Parkinson’s law here in Washington,  and 
finally, to develop from within the Agency some good general 
managers.

And tha t is the real test in Government, is general managers who 
know what the goals are, who have a system, who have procedures 
to follow, and some mean character a t the  top who insists on the facts 
and holds them to their programs.

Tha t is the only way we are going to defy Parkinson’s law.
Senator Monroney . Mr. Chairman, can I  say a word there?
Senator Magnuson. Yes.

NEW DEVELOPMENTS

Senator Monroney . If  we had held to the levels of 1959 we would 
still have had CAA operations, which were impossible for controlling 
the multiple-speed aircraft, the jets. So we had to plan a complete 
new system of airways. We have to make up about 5 years’ lag on 
acquisition, acquisition of radar. Therefore, you had to tr ain  radar- 
men. You had to come in with radar and then train  the men.

Now where we have complete surveillance, plus the fact  tha t the 
volume of aviation is probably growing at  a rate of 30 percent a year, 
and intermix ing this with the other, frankly, I think good manage­
ment can cut down, and I compliment the Senator from Colorado on 
pressing it.

However, I know it would have been impossible to man an adequate 
Federa l Airway system with the old CAA level of funding of equip­
ment and maintenance of equipment.

Now you have a whole new set of men tha t have to be there to 
repa ir rada r, for example, tha t you never had to worry about before 
you had radar  surveillance. You have to step up the communications, 
and we still  have to step them up about ten times as fast. But  th is 
takes money for the equipment and maintenance and training and 
things of th at kind. So we are going through, I think, a glowing pe­
riod. And on the medical thing, about 3 years in a row the American 
Medical Association appeared before mv subcommittee and testified 
there was a growing gap in avia tion medicine. We had the Navy and 
the Air  Force before us. They all  said they could not pu t into civil
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aviation lessons the  th ing s they were stu dy ing because the y were  in 
space and a lo t of  othe r th ings.

Aviation Medicin e

I  know  the  sit ua tio n on hea lth , edu cat ion , and  welfar e ap pr op ria­
tions . However , we pu t out pro gra ms , at  one or  two  colleges  fo r 
research  on obscu re diseases. T am fo r it, an d vote fo r it. An d we 
are  ask ing  th is  division, for  the  en tir e Held of avi ation  medicine,  
with 150 medical tech nicians , to  do th is  whole  Held of broa d inspection. 
We would spend more  on me tal lurgic al studie s to be sure  th e metal in 
the  engines is safe , or  the wing braces  are  safe, than  on a stu dy  on 
the  human fac tor , whi ch is pro bably  the most vit al saf ety  factor  in 
all  aviation.

Sena tor  Magnuson. Well, now, on th is medical  avi ation , I  un de r­
sta nd  th at  the  House, of course, says  th at  you should keep a staff of 
120, a nd they gave you  $1,500,000 and  you are  sug ges ting you have— 
am I  cor rec t in t ha t—$3 mil lion ?

Mr. H alaby . Yes, sir .
Senator  Magnuson. Then you also sta te in y ou r s tatement  here th at  

you stil l will  keep the 120 pos itions at the Medica l Cen ter?
Mr. H alaby . Yes, sir.  I believe  the House  was try in g to pu t a lid 

on the  Medical Res earc h Insti tu te . An d in doing  so they ap pa rent ly  
pressed into the same box, under the  same lid , the  whole medical re­
search p rog ram .

AVIATION MEDICINE PERSONNEL

Fo r exam ple, Senator , of the  positions requ ested, the 314, 24 of 
these pos itions are  avia tion medical men in ou r regions who superv ise  
4,100 civil des ignated medical exa miner s; 24 to '4,100. And the pub­
lic counts on those  medical exa min ers  to  see th at  no sick or  ail ing  
pilots  are  flying  in th e a ir.

Senator  Monroney . These are  se lf- supportin g, the  pilots  pay fo r 
thei r own e xam ination.

Mr. H alaby . The  pil ots pay f or  the  exam ina tion.
Senator  Allott. I  kno w; I  have been th roug h th is myself. My 

medical cer tific ate is n ot  up to dat e, bu t I  th in k T hav e been th roug h 
it eno ugh times to u nders tan d i t.

PHY SICAL EXAMINATIONS FOR PILOTS

Mr. H alaby . T ha te to go throug h an alley, but very  few pilots  
like a m edical  exa minat ion . There  are  v ery  few’ ind ividuals  w ho l ike 
a full -sca le phys ical examination. An d the more  difficult it is, the  
more prec ise it is, the  less we like  it. And I  th ink the re are  people 
who would  have  no medical exa min atio ns, and I  think  ther e are  some 
gro ups working ag ain st thi s medical research pro gra m out  of  fea r 
th at  we will deve lop more precise, more dem and ing , phy sical 
sta ndard s.

I have tri ed  to ta lk  to the Ai rlin e Pi lo ts  Associa tion about this , 
and  I find th at  they are  not qui te as opposed to  t his  as it  seems from 
some of  thei r public  stat eme nts.  Because the younger  pi lot s say, 
“We wan t every mem ber of  our associat ion to  be up  to  the  hig hest 
medical sta nd ard and  we do not  w an t a nv  la xne ss in the e xam ina tion. 
We want very  disc rete , very precise  cr ite ria to  be appli ed  to us as 
well as o ur elder s in this  busines s.”
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Senator Allott. Well, now, I must say tha t at this point, because 

of the way in which you say this, I must disassociate myself com­
pletely with any implication that  I am opposed to the present sys­
tem. I am not. 1 think  it is wise. And this makes me unpopular 
with some sizable associations in this country, but I feel this way. 
And I simply make this because I disassociate myself with the re­
marks of my fr iend, the Senator from Oklahoma. The Federal Avia­
tion Agency, as I recall, came into being on Jan uary 1, 1959. And 
I have sat on th is subcommittee since then,  so I am quite fully aware, 
and joined in the building up of personnel to do the job that we 
felt had to be done. I just think tha t emphasis now needs to be 
shifted to a tighter management.

ADVISORY COMMITTEE OF PH YSI CI ANS

Senator Magnuson. Let me ask one fur ther question before we leave 
that . Do you still have an advisory committee of medicos in this 
field?

Mr. Goddard. Yes, Mr. Chairman. We have advising us two groups, 
one for the overall direction of our program, and a second group 
which is specifically charged with the responsibility of helping us 
evaluate research proposals—the desirability of our own research pro­
gram—and to eliminate duplication which is a very worrisome thing to 
all of us. I come from the Public Heal th Service and have served 
at NIH , and we have seen to it that  at least three members of this 
group are from NIH , as others from NASA, from the Air  Force, 
Navy, Bureau of Standards , and from universities and  industry.

Senator  Magnuson. And they meet fa irly  regular for a group of 
this type ?

Mr. Goddard. Yes, sir. None of our research proposals are 
approved without their having met to discuss them and review them. 
And through  such mechanisms, I  would po int out, we have been able 
to refer  to NI II studies which are more appropr iate  for funding by 
them. So we feel th at this is beneficial to  the Federa l Government, 
rath er than setting up a mechanism where unnecessary duplication 
could occur.

Senator  Magnuson. And I know some of these men in that  g roup 
and they are pioneers in this business, a lot  of them. It  is sort of an 
almost occasion to a lot of them. They are common people in thei r 
own fields, but they have taken th is up  and they have put in a lot of  
time on it.

Amount Requested

Senator  Saltonstall. You asked for $1% million and 30 more 
people than the House gave you; is tha t correct ?

Senator  Magnuson. No. "They are asking for 150 positions and $3 
million for medical research.

Mr. Halaby. Right.
Senator Sciioeppel. Mr. Chairman, the Senator from Colorado 

was pursuing, and it is for my own guidance and I want to get answers 
to some questions that I want to ask, the overall general situat ion here 
a moment ago. Have we left the duplication  phase of some of these 
appropriations now?

Senator Magnuson. No. We are still on Operations.
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WE ATHER DATA SERVICES

Senator Schoeppel. Well, I  wanted to ask some questions with re f­
erence to the duplication of some of the services on the weather data.

Senator Magnuson. Tha t is pertinent to th is phase, yes.
Senator Schoeppel. I wanted to be sure I  was Keeping in character 

here.
My information is t ha t the Agency here, your instan t Agency, is 

duplicating some of the physical properties necessary to the transmis­
sion of weather data to all of your outlets. Is tha t true, in your 

ent, or what is the situation on that  ?
Mr. Halaby. Senator, I had a long talk  with Dr. Reichelderfer 

the head of the Weather Bureau, which, as you know, is under the 
Under  Secretary of Commerce for Transportation  in the Commerce 
Department. There is duplication in the  recording and transmission 
of weather data today. There is milita ry transmission of weather 
data and there is Weather  Bureau transmission of data, and in some 
cases these circuits are almost parallel. This has developed over 
the years, and I think it demands a solution, and the Budget Bureau 
is working on that solution.

I do not believe tha t the FAA is duplicating the meteorological 
services of the Weather Bureau. We do have a research and devel­
opment program looking into how to automate  the weather data proc­
essing so th at weather can get to the pilots before they get to their  
destination and find out what the weather actually is. Righ t now 
most pilots operate on weather data tha t is quite a few hours old. 
It does not transmit it in a timely fashion and in a clear-cut fash­
ion. So even though we are spending a lot  of money on weather, we 
do not have the processing system necessary to get it to civil and mili­
tary  pilots promptly  and accurately.

Now, I am going to ask Mr. B latt  to comment on the question that 
you asked relating to dupl icating certain services.

Mr. B latt. Senator, as the Administra tor indicated, there are du­
plications in existence in the transmission of weather data, as between 
civil and military weather systems. We have underway now a re­
search and development program which is attempting to develop a 
single integrated national aviation weather system. We hope that  
the implementation of such a system will eliminate the duplication. 
At the present time there are several milit ary duplications of civil 
teletype circuits, civil long line circuits and civil facsimile circuits 
tha t are transmitt ing the same weather data  along parallel paths.

Senator Schoeppel. Tha t is what I have been informed, and they 
tell me it runs as high as 45 to 47 percent. Is tha t too high?

Mr. Blatt. I would agree with those figures, yes, sir.
DUPLICATIO N OF SERVICES

Mr. H alaby. Will you explain what the duplication is of the m ili­
tary  services and the Weather Bureau ?

Mr. Blatt. The duplication is in the paralleling of civil and mili­
tary  circuits. Tha t is the redundancy of the transmission of the same 
data between mil itary  locations and nearby civil locations. The basic 
observations are all fed to common forecast locations. The duplica­
tion is merely in the transmission of the information.
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Senator Schoeppel. Now  in your study, I take it, in your coordi­
nating  committee, you hope to come up with something that  would 
prevent tha t excessive, in my opinion—I am not  an expert on it and 
I would not want to even criticize it—duplication of those type of fa ­
cilities which would save us a lot of money ?

Mr. Blatt. Yes, s ir. We feel strongly tha t there is a requirement 
for this single integrated system.

Senator Schoeppel. How  long do you think tha t might be in the 
making?

Mr. B latt. I would say that  we cannot anticipate implementation 
of such a system in less than 2 years.

Senator Schoeppel. So we will put  up with the duplication for at 
least that  period of time-----

Mr. Blatt. Yes, sir.
Senator Schoeppel (continuing). Rather than have the disrupted 

processes tha t you might feel would come into effect if you moved in 
on them too rapidly ?

Mr. Blatt. I do not think either civil or military aviation could 
tolerate such a disruption of weather service.

Mr. Halaby. Not only is it duplicat ing, but it is not very good. 
If  you got progress by duplication it would be a fine thing, but here 
we are getting a lot of motion and not much movement forward.

Senator Schoeppel. The point I  was making is when you are dupli­
cating it, you do not have the necessary focusing of the responsibility 
of coordinating it where you would have a grea ter degree of efficiency.

Mr. H alaby. Well, I  th ink tha t is right. And this is partly tra di­
tional in th at this has always been in the  Commerce Department, and 
there have been users of weather data, the farming communities in 
part icula r for example, the railroads , the steamship lines, and so on, 
who were much more important in the past than the aeronautical 
users. Now, by all odds, the greatest users of instantaneous weather 
data are aeronautical interests.

Senator Schoeppel. Tha t is right.
Mr. Halaby. Now  we have in our research and development p ro­

gram, by agreement with the Department of Defense, who initiated 
this program a couple of years ago, and the NASA and the Weather 
Bureau, $4 million for the development of a new weather reporting 
and recording system which should (a) modernize the whole weather 
repor ting processing system and (Z>) could, if the departments  and 
agencies got together, eliminate the duplication.

Senator Schoeppel. I will not pursue that further, bu t I am glad to 
have this explanation which is very pertinent, as I  view it, to these 
hearings here.

Airport Development P rogram

Now, Mr. Chairman, might I ask a general question here? When 
will you reach the airport development program? Do you expect 
to cover that later  this morning?

Mr. H alaby. Yes, sir.  We are requesting, and the House granted  
in thei r b ill, $70 million to pay for the expenditures under  Federal- 
aid-to-airport  program. Now the authorization for the extension of 
the program is in the bill introduced by Senator  Monroney and 35 
cosponsors.

71036— 61----- 36
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Se na tor  Magnuson. We are  holding heari ng s on th at  righ t now.
Mr. I I alaby. Tha t is befo re Senator  Magnuson and Sena tor -----
Se na tor  Magnuson. I th ink we will get  t o th at , Se na tor Scho eppe l. 
Se na tor  Schoeppel. Does th at  involve  t he  Dulles  A irpo rt  imp rov e­

ment that  you are  on now ?
Mr.  I I alaby. Tha t is in th is bill befo re us tod ay.
Se na tor  Schoeppel. I wa nt to get  my th in ki ng  st ra ig ht  on this. 

You will  cove r some ph ases of the Dulles A irpo rt  improv ement  in  th is 
insta nt  he ari ng  here ?

Mr. II alaby. Yes, s ir ; whenever you wish.

COMM UNICATIO NS AGENCY FOR WE ATHE R BURE AU

Se na tor  Magnuson. I  wa nt to ask one question on wea ther . Do 
you feed  the  Wea ther  Bu rea u rep ort s?

Mr. Blatt. Yes, si r;  we are  the  com municatio ns agency, so to 
speak, for  the W ea ther  Bur eau .

Se na tor  Magnuson. So they  get a lot  of  da ta  fro m you to de ter­
mine the  gene ral weath er conditions? Th e pilots  have to have  in­
stantaneo us specific weather, bu t the fellow I  h ea r on the rad io giv ing  
me the  weather fo r tom orrow gets  th at  fro m you,  doesn’t he ?

Mr.  Blatt. He  g ets ce rta in  observa tions fro m us. In  oth er words, 
the re are  netw orks th roug ho ut  the  country th at  colle ct and  distr ibu te  
the  actual  observa tions. The Weather Bu rea u receives these  o bserva­
tions from our communic ations facili ties .

Se na tor  Magnuson. Al l r ight .
Se na tor  Schoeppel . H ow much is th is du pli ca tio n cos ting  us? 

Do you have  a ju dgme nt on t hat  ?
Mr. Blatt. I have no judgme nt as to the  figures.
Se na tor  Schoeppel. I s it p re tty  substa nti al ?
Mr. Blatt. I t is a sub stanti al amount.  I  wou ld like  to bay the  

system we are des ign ing  is a tai lormade system fo r aviatio n.
Se na tor  Magnuson. But  the  Weathe r Bu rea u could get  rid of a 

lot  th at  they are  doi ng by draw ing on you, ju st  ge tti ng  inform ation  
fro m you ?

Mr. Blatt. Well, we are  no t du pl ica tin g the  observatio ns of the  
Weather  Bureau .

FFA AND WE ATHER BUREAU FUNC TIO NS

Se na tor  S altonstall. Mr. Chairma n, maybe it is a side point , but I 
am all m ixed up.

I f  I  called  the  W eather  Burea u and asked fo r the  weather between 
here and Boston, as I  quite  o ften do, t hat  is unde r the De pa rtm en t of 
Commerce and it  is t he  Wea ther  B ure au ?

Mr.  Blatt. Yes, sir .
Se na tor  S altonstall. Do they get  t hat  inform ation  t hat  they  give 

me f rom  you ?
Air. Blatt. They ge t part  of th at  inf orma tio n from us, yes, sir. 

Th ey  get  observatio ns throug h our  com munica tion s network.
Mr.  H alaby. Let ’s g et very specific. Th ey  hav e thei r own weather 

observe rs in some loca tions, and  they tak e tem pe rature  and  humi dit y 
and ballo on and  o ther  soundings. Now in  area s where we ha ve p erson­
nel  at  an ai rp or t and the y do not,  we mak e we ath er obse rvat ions .
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All of tha t data  flows into the Weather Bureau, and they determine 
what the weather is, and is to be through their forecast. Then it  comes 
out on a te letype circuit. Most of those teletype circuits are circuits 
that  are in FAA  oflices around the country. And the Weather Bureau 
has offices in many airports, and the same teletype network serves that  
office and our office. And the duplication that I think Senator Schoep- 
pel is worried about, and Mr. Blatt referred to, is that  the military 
has meteorological sendees and teletype circuits, and sometimes those 
are parallel, going between points even at the same airport.

Senator Saltonstall. So the duplicat ion is between the military  
and your Agency, the Federal Aviation Agency and the Weather  
Bureau.

Mr. Halaby . Yes, sir.
Senator Saltonstall. You two people work together and the mili­

tary duplicates your effort in some instances, or vice versa ?
Mr. Halaby . Well, over the years both of these systems have de­

veloped, and tha t is duplication tha t could be eliminated if you had an 
integrated system for disseminating the weather da ta produced by the 
Weather Bureau. And as I  say, the Budget Bureau has this under 
active study.

AREA OP DUPLICATION

Senator Magnuson. To get this straight, a fter  you get it all dissemi­
nated, the Weather Bureau puts it out for thei r purposes.

Mr. Halaby . Yes, sir.
Senator Magnuson. And you put it out for your purposes, and the 

military p ut it out for  their purposes ?
Mr. Halaby . Exactly.
Senator Magnuson. In other words, you siphon it in, and it goes 

out-----
Senator Saltonstall. And the duplication is in the s iphoning out?
Senator Magnuson. The siphoning in.
Mr. Halaby . Yes, sir.

F a c il it ie s  an d E q u ip m en t

Senator Magnuson. All right, let’s move on here. The next item is 
facilities and equipment. And the House in tha t part icular case ap­
proved $120 million for new facilities and equipment. And they sa y:

FUN DS AVAILABLE

This  continues the  stepped-up program of modernizat ion sta rte d a few years 
ago. An unobligated balan ce of $107,273,000 will also be car ried  forward into 
1962.

That would mean you would have $227 million to spend, is tha t 
right,  fo r 1962; is that  correct ?

Mr. Dean. $120 million.
Senator Magnuson. You have an unobligated balance of $107 mil­

lion.
Mr. Dean. Tha t is correct.
Senator Magnuson. So you have $227 million.
Mr. Halaby . Tha t is right .
Senator Magnuson. For this program. Now what are you suggest­

ing there ? What did the House cut you ?
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HOUSE CUT

Mr. Halaby. We requested $126 million and they granted  $120 
million.

Senator Magnuson. So you are suggesting here that we put in $5 
million more by your amendment?

FIR E TEST TUNN EL AND PROTECTION SHE LTE R

Mr. IIalaby. Yes, sir ; and the principal  item is one that I  want Mr. 
Blatt to discuss, which is a fire test tunnel designed to test airc raft  
powerplants under simulated conditions in order to improve the pro­
tection to the passengers and crew from fire.

Senator Magnuson. So when we are talking about the $5 million, 
we are talking about this one par ticular project?

Mr. Halaby. There is an additional amount of $423,000 which is 
mainly emergency protection of air traffic control centers and flight 
service stations during  a national emergency.

Senator Magnuson. Tha t is fallout, fa llout shelter?
Mr. Halaby. Yes, except they are not shelters specifically built 

for people to go into rathe r they are to protect personnel required 
to remain at their  posts during an emergency. They are modifica­
tions to these centers and stations, and relatively  minor ones, since 
it amounts to $110,000 in a $4 million center.

And 1 think  this was knocked out because of a general feeling in 
the House tha t this is not necessary.

Senator Magnuson. Well tha t is a general question tha t we get 
into here with every agency in every appropria tion. Let’s put that  
aside fo r just a minute and go into this fire test wind tunnel.

Now here is what the House says in denying it. They sa id:
“The Agency may use a reasonable amount of the funds provided 

for remodeling one of the 70 or more existing  wind tunnels already 
owned by the Government.”

Now address yourself to that.
HOUSE ATTITUDE

Mr. Blatt. Yes, sir. In other words, sir, I feel tha t the House 
agreed on the requirement for a fire test tunnel, but indicated that  
they would much rath er we use some existing facility than build a 
new one. We made an investigation of all possible test tunnels in 
the country owned by the Government and we found 12 tha t might 
be used i f modified.

These were located at the Arnold Engineering Development Cen­
ter—or owned by NASA. We corresponded and negotiated, with 
both agencies and I would like to read into the record p arts  of two 
letters tha t we received.

Mr. II alaby. Mr. Blat t. I think you better state first what you 
do in this tunnel because I think the fire test tunnel sounds like an 
odd place.

Mr. Blatt. Yes, sir. In a fire te st tunnel we try  to simulate in­
flight fire conditions on full-scale models. The purpose for these full- 
scale tests is to  determine the requirements for fire detection, to de­
termine the requirements for fire extinguishing, to determine the struc­
tural  integri ty of the pod pylon and airframe combination under fire
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conditions. We require this data in order to assist in the establish­
ment of safety standards , and also in the establishment of, shall I 
call them, fire-worthiness standards  in our regulations.

The tunnel  itself, in order to provide for this  type of testing, would 
have to be so modified that it could withstand the explosion of part 
of the test article during test. And we have determined that  our re­
quirement is for an open-circuit type  of tunnel, tha t is a tunnel that  
would draw its atmospheric air in from the intake and exhaust into 
the atmosphere rather than an aerodynamic tunnel which circulates 
the air within the tunnel itself.

COST OF RENOVATING EX ISTI NG  TU NN EL

Senator Saltonstall. How much would it cost to remodel a tunnel 
available fo r this  purpose?

Mr. Blatt. Tha t is included in one of the letters, sir. NASA indi­
cates, Mr. Webb, the Administrator , indicates, tha t the cost of re­
modeling would exceed the cost of constructing a tunnel for these 
specific purposes.

Senator Saltonstall. By how much ?
Mr. Blatt. He d id not say, sir.
Senator Saltonstall. Because that»is the question tha t we have 

to answer.
Senator Magnuson. If  you have 12 that are susceptible to remodel­

ing, the House wants to know why you do not pick up one of them and 
do this job.

Air. Blatt. Firs t, they are not available. The agencies tha t own 
the tunnels indicate tha t they are required for high prio rity  work, 
that is work concerned with advance defense vehicles and space ve­
hicles high p rior ity projects tha t these tunnels are used for , and they 
could not permit  the Federal Aviation Agency to remodel or take 
over the tunnels.

Senator Magnuson. Now they will be up here in the morning and 
we will ask them about that.

Air. Blatt. Yes, sir. Alay I read these two paragraphs into the 
record, sir ?

Letter  F rom Genera l Schr iever

This is a letter from General Schriever, Commanding General, Air 
Force Systems Command, dated A pril 25, 1961. This reads in part :

There are  two faciliti es at  the Arnold Engineering Development Cente r which 
with  minor modifications could accommodate your  tes t requirements  as we un­
derstan d them. These two facil ities  are the  t ran sci rcu it of the propuls ion wind 
tunnel  and tes t cell J - l  of the rocke t tes t facil ity. However, both of these  
faci lities are  occupied for  the foreseeable futur e with  very high priori ty test s 
in support of nationa l missile and space vehicle program s. Cur tailmen t of 
these high prio rity  t est s program s alre ady  scheduled for these  faci litie s in o rder  
to perm it occupancy by FAA is not feasible . Even if the necessary modifications 
were made and the high prio rity  nat ional programs could be defer red to accom­
modate FAA requirements, there is the  strong possibi lity of the exis ting  Arnold 
faci lities  being severely damaged by the  proposed fire tests . The resu lta nt long 
downtime for  the necessary repairs  could not be tolerated.

That is a letter from General Schriever.
And from Administrator Webb of NA SA:

Only two of the NASA tunnels have the  combination of ai r speed and size to 
meet the  needs of FAA’s program.  These are  the 16- and 19-foot tunnels at  the  
Langley Research Center. The modification of eith er of these  closed return -
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type tunnels fo r tire  research is not feasible. The cost of  the major modifications and reconstruct ion would exceed the cost of building a new facility  for the sj>ecific capabilities required for fire research. Although it is impossible for 
NASA to provide a tunnel for FA A powerplant fire research, I should like to rei terate  t ha t NASA will be glad to ass ist you in any other way possible in the conduct of this very imp ortant  program.

RELUCTANCE TO RELEASE TU NN EL

Senator Magnuson. In other words, you explored the tunnels and 
you find in cases where tunnels are available for modification, the 
other agencies do not want to give them up.

Mr. Blatt. Tha t is correct, sir.
Senator Monroney . Or it would cost more to remodel than build it.
Senator Magnuson. I do not think it will cost more, but-----
Senator Monroney . Where are you going to build it?
Mr. Blatt. Atlantic City.
Senator Monroney . That would save personnel since your re­

searchers are there. Rather than running out to Langley or to NASA.
ATLANTIC CITY RUN WAY

Senator Magnuson. Whatever happened to that  runway at  Atlantic 
City?

Senator Allott. Tha t is what I would like to know.
Senator Magnuson. Have you the runway completed in Atlantic City? \  .
Mr. Blatt. The extensions of the runway; yes, sir.
Senator Magnuson. Tha t has been built ?
Mr. Blatt. Yes, sir.

AVA ILABILITY OF UNSA TISFACT ORY  TU NN EL S

Mr. ITalaby . Mr. Chairman, lest we get lost in your jurisdiction 
here, I think the House did recognize this tunnel was essential. I 
think at the same time it sa id:

We are  not giving you money to do this,  which is recognized as essential.
And I can assure you i f you provide us these funds, we will exhaust 
every possible use of these other tunnels. But to date, and I was very 
skeptical about th is because we have wind tunnels going in and out of 
our ears in this country right  now, most of them are low speed, sort 
of primitive tunnels.

Cal Tech just offered a $‘25 million tunnel for $100,000 and there 
were no takers. But the peculiar th ing about this is that you have to 
set fire to an engine in a tunnel under simulated conditions. So that 
is a rare kind of requirement. And just to show you what we are 
tryin g to get at, you will recall a few days ago a KLM DC-7 over the 
Atlantic found smoke coming out of the No. 1 engine, and there are 
three rather interesting photographs here.

PROBLEMS NEEDING PARTICULAR TU NN EL  TYPES

The first one shows oil leakage and smoke. The second one, a few 
minutes later, shows the engine having completely separated from the 
airc raft in flight. And then, fortuna tely, a few minutes afte r that  
the airc raft  was at rest on the ground. Now you remember the pilot 
immediately dove the airc raft and was able to make a landing.
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Now we are looking tow ard  the  je t eng ines  and  the  turbop rop 
engines, and  then the  supersonic tra ns po rt engine. And, inc ide nta lly , 
the  sup ersonic tran sp or t engine will be so hot that you can see throu gh  
some par ts  of i t dur ing i ts operat ion.

RE QU ES T TO CHEC K EX IS TIN G  TU N N ELS

Senator Saltonstall. Mr. Chairma n, I th ink wh at you hav e t o do, 
you or Mr. Bl at t, is ge t the  whole 70 the  Hou se men tioned, and  jus t 
run down them as to why they  are  not ava ilab le. You have  tol d us 
of two. Now pro bab ly you are rig ht  from a tech nica l po int  of  v iew, 
bu t they mentio n 70. I f  we come up , fro m the  Sen ate  point  of view, 
and  say these are  the  only  2, and these  2 are  unavai lab le, they are 
going to  say w ha t about the  other 68.

Mr. Blatt. We  have  two basic requirements. One, in ord er to pu t 
the  tes t v ehicle in  the  tunnel itse lf we need a 12-foot  th roat . Secondly, 
we need a speed  th at  var ies  from zero to eig ht-te nth s mach. When 
you tak e those two conditio ns, you immedia tely  eliminate all of the  
tun nel s othe r th an the ones I  have  discussed.

LI ST  OF TU N N ELS

Senator  Magnuson. You go back and get  a run down on these  70 
tunnels . I f  10 of them are  obsolete and cannot  be used fo r anyth ing , 
jus t pu t that down . Because if  we get  wi th the House on th is,  we 
have  to have  jus tifi cat ion  o f ava ilab le tun nels th e Ad minist ra tor says 
coming out o f ou r ears .

Senator  S altonstall. I  would suggest th at  we pu t it  in  the  record.
Sena tor  Magnuson. Yes; pu t i t in the record.
(The inf orma tio n ref erred to fol low s:)

Nation al  Aeronautics  and Space  Adm inist ra tion ,
Off ic e of th e  Administr ato r, 

Washington , D.C., April 24, 1961.
Mr. Najeeb E. Halaby,
Administrator , Federal Avia tioti  Agency,
Washington, D.C.

Dear Mil Halaby : This  refers  to the exchange of let ter s between Mr. Anast  
and Mr. Rhode of December 1960, and confirms and amplifies NASA sta tements  
concerning the  ava ilab ility  and possible use of a NASA wind tunnel for FAA 
air craf t powerplant fire research.

Only two of the  NASA tunnels have the  combination of ai r speed and size 
to meet the  needs of FAA’s program. These are  the 16-foot and 19-foot tunne ls 
at  the Langley Research Center. The modification of eith er of these  closed- 
return  type tunnels for fire resea rch is not feasible. The cost of the  major 
modifications and recon struc tion would exceed the  cost  of building a new facility  
for  the  specific capabili ties required for fire research.

Although it  is impossible for  NASA to provide a tunnel for  FAA powerplant  
fire research, I should like to rei terate  that  NASA will be glad to ass ist you in 
any other way possible in t he conduct of th is very imp ortant  program.

Sincerely yours,
Jam es  E. W ebb, Administrator .
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Headquarters, Air Force Systems Command,
U.S. Air Force, 

Washington, D. C., April 25,1961. 
Subject: FAA airc ra ft powerplant fire r esea rch facili ty.
Mr. N. E. Halaby,
Administrator,  Federal Avia tion Agency,
Washington, D.C.

Dear Mr. Halaby: (1) This is in reply to your  recent inqu iry regarding the 
availabi lity and possible use of an Arnold Engineering Development Center  
facil ity for FAA airc ra ft powerplan t fire research.

(2) There are  two faci lities at  AEDC which, with minor  modifications, could 
accommodate your  tes t requi rements as we understan d them. These two fac ili­
ties are  the transonic circuit of the  propulsion wind tunnel and tes t cell J - l  of 
the rocket tes t faci lity . However, both of these faci litie s are occupied for 
the foreseeable fu ture  with  very high priori ty tes ts in supp ort of nat ional mis­
sile and space vehicle programs. Curtailmen t of these high priori ty tes t pro­
grams alre ady  scheduled for these  fac iliti es in order to perm it occupancy by 
FAA is not feasible . Even if the necessary modifications were made and the 
high priority nat ional programs could be defe rred  to accommodate FAA re­
quirements, the re is the  strong possibility of the  exist ing Arnold fac ilit ies  being 
severely damaged by the  proposed fire tests . The res ultant long down time for 
the necessary r epa irs  could not be to lerated.

(3) In view of the  reasons set for th above, it  is regretted  th at  the  FAA ai r­
craf t powerplan t fire resea rch program cannot be accommodated bv using exis t­
ing faci litie s a t AEDC.

Sincerely,
B. A. Schriever,

Lieutenan t General, USAF, Commander.
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OTHER US ES OF TU NN EL S

Senator Monroney. Would this new tunnel have anv uses beyond 
the tire study at A tlantic City ( You do not have a modern tunnel up 
there. Would i t serve-----

Mr. Blatt. It  would not be an aerodynamic tun nel ; no, sir. This is 
our problem; we need an open tunnel. We could use it to study the 
bird ingestion problem.

Mr. H alaby. We would put in here all of the up-coming and cur­
rent  engines and test their susceptibility to fire and the ability to 
deal with the fire once one has been detected.

Senator Saltonstall. What we have to do, Mr. Chairman, as you 
and I and the other Senators here know so well, is to justify,- if we 
put this thing in, to answer that  70.

Mr. Halaby. May we just  set down, as you suggest, a statement 
on tunnels with the reasons, and then these two statements, part of 
which Mr. Blatt  has read ?

Senator Magnuson. Yes.
UNOBLIGATED BALA NCES

Now I wish you would also pu t in the record, as to this $107 mil­
lion of unobligated balances you have, a list of what you intend to use 
this for.

Mr. H alaby. We are very anxious to do tha t because that $107 mil­
lion is all committed; it is all programed. There is no flexibility to 
speak of.

Senator Magnuson. And put in a list of what  you intend to use 
the $120 million for.

Mr. H alaby. Yes, sir.
(The information referred to follows:)

Statement Regarding $107.2 Million Completion Reserve Carried into F iscal 
Year 1962

The completion reserve of $107.2 million car ried  into fiscal yea r 1962 for  the 
fac iliti es and equipm ent program provides for  the completion of approved estab­
lishment, relocation, and improvement projects  for  which the  Congress provided 
appropriat ions prior to fiscal ye ar 1962.

The “Facili ties  and equipm ent program” appropriat ion provides for  complete 
fund ing of the program.  The basic e lectronic equipment  and struc tur al materiel  
have been purchased for  th e fa cili ties  in the program. Most o f the p rojects have 
been sta rted and are  under some phase of engineering, construction , or in­
stal lation.

The $107.2 million completion reserve  provides for the  accompl ishment  of the 
pro ject s a s li sted on the attachm ent.
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Facil ities and equipment completion reserve, fiscal year  1962
Ac tiv ity  Completion reserve

Long-range rada r----------------------------------------------------------------$28, 092, 00<iAir traffic control cen ters___________________________________  24, 035, (XH)
Terminal are a ra da r_______________________________________  8, 304, (XX)Airpor t traffic control  towers________________________________  6, 990, (XXI
Flight service sta tion s (dom estic)____________________________  8,197, 000
Fligh t service sta tion s (in ter na tio na l)_______________________  4,725,000Air navigation  faci litie s (very high freque ncy )________________  12,383,000Low/medium frequency faciliti es____________________________  507, 000Inst rument landing systems_________________________________ 0, 000, 000
Approach lighting fac ilit ies_________________________________  4,110, 000
Inte rmediate  fields_________________________________________  190, 000Aircraf t and rela ted equipment______________________________  1, 930, 000
Housing, utili ties , and  miscellaneous_________________________  1, 005, 000

To ta l_____________________________________________________  10 7,20 0,00 0
Senator Magnuson. Because, you see, the agencies have come up 

here, sort of, to us in kind of an appeal court. But sometimes we cut 
the House, you know. So we want to know what they are for.

COMMITT ED FU NDS

Senator Allott. Could I ask this? On the $107 million, Mr. 
Halaby, you say it is unobligated, and you just said it is committed. 
Does that mean the material is on order, or the grea ter portion of this, 
or all of it?

Mr. H alaby. It  breaks down into material tha t is on order, mate­
rial for which there are tentative commitments, and material that  is 
programed bu t not under either tentative or contractual commitment.

Mr. Tippets. And a third category is the construction and site 
preparat ion for those equipments when they are delivered and ready 
for installation. It  is all committed. There is none uncommitted in 
this amount.

Mr. Halaby. It  is the leadtime tha t causes it not to be obligated.
LOCATION OF PROPOSED FA CILITIES

Senator Magnuson. Is the location of these places in the House 
testimony?

Mr. H alaby. Well, sir, we have submitted to you in this book here 
what we would do with the $126 million if you give it  to us.

Senator Magnuson. Call atten tion to that, section in here so it will 
save us some time.

(The information refe rred to follows:)
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F a c il it ie s an d  E q u ip m e n t

Summ ary of project requirements by activ ity

I.

2.

3.

Project

Air traf fic  co ntro l cen ters:
(a) Long range rad ar:

(1) Es tabl ish  long  rang e rada rs  an d A TC R B S________
(2) Im prov e per formance  of  ra da r s ys tems____________
(3) Inc rea se o pe ratio na l c apab ilit ies  of ra da r s ys te m s. . .
(4) Fl ig ht  che ck mili ta ry  ra da r beacons a t jo int -use

L R R .................................................................................

T o ta l-

(6) Othe r c en ter facili ties:
(1) Co ns truc t an d eq uip ATC  cen ter s, Ph oenix  an d

San  J uun ............... ....................................... ..................
(2) Con stru ct  a nd  e qu ip  C A RF, Kansa s C ity , M o___
(3) Es tabl ish  comb ine d IF R  room . New  Yo rk _______
(4) Pr ov ide A TC  I F R  se rvice to  K wajalein  from  W ak e.
(5) Pr ov ide posit ive  a irc raft con tro l (area ba sis )..............
(6) Re loc ations_______________ _____ _______________
(7) Pr ov ide di rect  center- pil ot ai r/g rou nd co mm unica ­

tio ns  (lo ca tions)______ ________________________
(8) Im prov e ATC  center  equ ip m en t................................ .

To ta l.

Airp or t t raff ic con tro l tow ers:
(a) Te rm inal area  rad ar:

(1) Es tabl ish  A TC r ad ar  be acons a t A SR ____________
(2) Re es tab lish ASR -2’s an d ASR -3’s___________ ____
(3) Im pr ov e per for ma nce an d opera tiona l cap ab ili tie s

of su rve illa nce rada r s yst em s. __ _______________

To tal .

(6) Othe r tow er facil ities:
(1) Relocate  A TC  tow er fac ilit ies ..................
(2) Im prove A-G  comm unica tions  facilities.
(3) Pr ov ide  miscellaneo us im pro ve m en ts ...
(4) Es tabl ish  A TC tow er service_________

To tal .

Fligh t serv ice sta tio ns:
(a) Domestic:

(1) Es tabl ish  FS S a t Isl ip , N .Y . (M ac A rthu r) ..............
(2) Co ns truc t an d reloca te FS S facilities...........................
(3) In stal l V H F/U H F dir ect ion-fin ding eq ui pm en t___
(4) Disc on tin ue  FSS,  La  Ju nta , Colo.,  a nd  Mary sville ,

Ca lif . ................... . .......... ................... . ......................
(5) Con ve rt FS S to R C O ....................................................
(6) Im prov e ai r/g rou nd c om mu nic ations faci litie s_____
(7) Im prov e an d expan d te le type writ er  se rvi ces ______
(8) Ex pa nd  q ua rte rs  and  rear range eq ui pm en t_______

Tot al ...............................................................

(6) In tern at iona l:
(1) Es tabl ish  IF SS , Samo a______ ____ _____
(2) Con stru ct  and  reha bi lit ate IF SS  faciliti es.
(3) Es tabl ish  a nd  i mp rove  ci rcuit s_________

To tal .........................................................

Units

53

50
107

IS
3

1

90

2
11

12

Am ou nt

$6,341,000
6,435,000 
1,250.000 

151,000

Page No .

1009
1012
1022

1028

14,177,000 ..................

4, 752.000 1030
600.000 1031

2,590,000 1032
390,000 1033
663,000 1034

1,760,000 1036

3,601,000 1038
1,081,000 1043

15,437.000 ..................

3, 575,000 
763,000

1049
1051

2,887,000 1052

7,225,000 .................

4, 609,000 
2, 237,000 

382,000

1059
1063
1069
1072

7,228,000 ........ .........

156,000 
3, 753,000
2, 796,000

20,000
706,000 

1,071,000
3, 949, 000

810,000

1073
1073
1078

1081
1081
1083
1089
1097

13,261,000 .................

2,375,000 
1,613,000 

595,000

1099
1102
1106

4,583,000 ..................

2

2
1
1

4

71036—61------37
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Summ ary  o f project requirements by activ ity— Co nti nued

Pro je c t U n it s

4. A ir  n av ig at io n  fac ili tie s:
(a) V O R T A C :

(1) E st ab li sh  V O R T A C  fa ci li ti es ...................
(2) E st ab li sh  V O R  (t e rm in al) ...........................
(3) Rel oc at e V O R  and  V O R T A C  fa ci li tie s.
(4) Im pro ve V O R  and  V O R T A C  fa ci li tie s.

T o ta l .. ..........................................................

(b) Lo w- and  m ed iu m -f re qu en cy  fac ili tie s:
(1) E st ab li sh  hi gh -p ow er ed  ra d io  be ac on  fa ci li ty ,

T u tu il a , S am oa________________________________
(2) Dec om mission  L /M F  fa ci li tie s___________________
(3) Rel oc at e faci li tie s________________________________
(4) C over t L /M F  ra nges ..........................................................

T o ta l.

(c) In s tr u m e n t la ndin g  s ys te m s:
(1) E st ab li sh  IL S  and  co m ponen ts ..
(2) A dd  d ir ect io nal  lo ca liz er  to  IL S .
(3) R el oc at e I L S ................................. .
(4) Im pro ve IL S .................................... .

T o ta l.

(<f) A ppro ac h li ghting  s ys te m s:
(1) E sta b li sh  v is ua l ap pro ac h la nd in g  s yst em s.
(2) R el oc at e ap pro ac h li ghting  s y st em s.—..........
(3) Im pro ve  a ppro ac h li gh ting  syst em s........ .

T o t a l . . . ................................................................

(«) In te rm ed ia te  fie lds :
(1) Se al co at  ru nw ay , ta x iw ay , par k in g , an d  m a in te ­

na nc e ar ea , W ak e Is la n d ............................... ...............

5. A ir cr af t and  re la te d equ ip m en t:
(a) F ac il it y  f light  c heck in g ..
(b) T ra in in g _______________
(c) R es ea rc h su p p o rt ______

T o ta l.

6. R es ea rc h,  te st , an d ev alu at io n  faci lit ie s:
(a)  C onst ru ct io n  an d  im pro vem ents :

(1) Fu ll- sc ale fire  te st  tu n n e l................................................
(2) O utf it ting  faci lit ies const ru c te d  in  fiscal ye ar 1961.
(3) Par k in g  a pro n des ig n ............................... . .....................
(4) Roa d an d gro und  im pro vem ents ................. ...............
(5) C en tr a l co nt ro l sy st em  for m eas ure m en t fa c il it y ..

T o ta l.

(b) E qu ip m en t:
(1) A uto m oti ve ....................................
(2) A ir po rt  a nd  la ndin g  s im u la to r.

T o ta l.

7. H ousi ng , u ti li ti es,  an d  m isce llan eo us  fac ili tie s:  
(«)  C onstr uc t an d  fu rn is h liv in g  q u a rte rs .
(b) P ro v id e an d im pr ov e u ti li ti e s ________
(c) E m er gen cy  f u n d s____________________

A m ount Pag e N o.

$18,869,000 1110
2, 188, 000 1116

438, 000 1118
614,000 1119

22,109,000

468,000 1122
257,000 1122
282, 000 1126
664,000 1127

1,671,000

18 4, 810,000 1132
12 1,873,000 1134
13 1,076.000 1135

2,27 8,00 0 1136

10,037,000

9,38 6,00 0 
449,000 

15,000
9,850,000

68,000

2,450,000  
7,550,000  

610,000

10,610,000

73

1145
1154
1155

1157
1159
1160

4,550,000 1161
70, 000 1161
15, (KM) 1161
68, 000 1161

350, (MX) 1162

5,053,0 00

137,000
1,00 0,00 0

1,13 7,00 0

2,379,000  
1,049,000 

126,000

1162
1162

1163
1167
1173

T o ta l.................................................

T o ta l faci lit ies an d  eq u ip m en t.

3,554,000

126,000,000

A irpo rt s Gra nt s-in -A id

Senator Magnuson. Now the next item is grants-in-aid for air­
ports—liquidation of contract authorization. I wan t the Senator from 
Oklahoma to pursue the questioning on this because we do have in 
front  of our committee further  authorizations in a bill which is now 
under very active consideration.
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Senator Monroney. These are funds the committee applied  to l ast 
year’s authorization. We are primarily paying  for  that which has al­
ready been under construction.

Mr. Halaby. Last year’s, and I guess even the previous year’s.
Senator Monroney. The new bill on which hearings have been com­

pleted still provides the contract authorization in the Senate.
Mr. Halaby. Yes, sir.

AMOUN T REQUESTED

Senator Monroney. And the Senate, I  think, is very consistent on 
keeping that to maintain a steady flow of work and major  economical 
rate  o i progress rather than fits and start s and beginnings and stop­
pages depending on annual appropriations. And you feel this $70 
million will adequately bring  you out, on the funding  of last year, on 
the contract development ?

Mr. H alaby. Yes, sir.
Senator  Monroney. In  the previous year’s.
Mr. Halaby. Yes, sir. And this is $10 million less than the 1961 

appropriations.
Senator Monroney. Because some of the earlie r money was not 

fully used as the program got underway it did pile up to a great 
amount. Now it  has leveled off at the $70 million figure, and perhaps 
will climb when we have the new’ bill with the $75 million figure.

Has this system worked satisfactori ly?
FEDERAL AIRPORT ACT PROVISI ONS

Mr. Halaby. We th ink the provisions of the present Federal Air­
port  Act are quite satisfactory and have provided us, as we can demon­
strate, with an economical long-range basis fo r developing a national 
airport system. We hope, and the President ’s bill provides as does 
your bill, tha t this will be continued and extended.

Senator  Monroney. Senator Saltonstal l just asked i f the new bill 
of $75 million will not require a deficiency or supplemental because its 
carryover w ill be next year afte r completion of the authorizat ion of 
the work. The fiscal 1963 budget will car ry the funding for the work 
to be done on the new airport.

Mr. Halaby. Yes. There is a double take here. But there is in 
your committee the authorization, in the Senate Inte rsta te Commerce 
Committee the authorization, and certainly frequent review to see how 
we are doing. And then there is the annual appropriations considera­
tion before this  committee and before the House Appropriations Com­
mittee. And then there is the vote on the House floor and on the Sen­
ate floor every time the authorization bill comes up. This is the sec­
ond time within 3 years tha t it has come up, and each year on the 
appropriation . So this is not without rath er searching scrutiny.

EXP END ITURES BY AREAS

Senator  Monroney. In  your statement do you have any listing  of 
items or  cities where these airport funds have been expended, which 
this $70 million will cover?

Mr. H alaby. Senator, the $70 million is based on overall trends and 
has not been identified with specific projects. We show in our national
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airpo rt plan, which is on a 5-year basis, where over the next 5 years 
the Federal portion—as you well know, the Federa l portion is only 
proposed to be $375 million out of about $1 billion in total require­
ments, the remaining portion coming from local initiative.

NEW  PROPOSAL FOR BU DGETING  FA CI LI TI ES

There is one point tha t I think should be made to this committee. 
In  the b ill which the President has offered, and in the bil l which you 
and Congressman Harris  have introduced in the Senate and House 
respectively, there is one new provision, and th at is tha t instead of the 
cost of building the towers and the safety facilities at the airports 
being in the Federal airport  program, it is proposed th at we include in 
the budget th at we bring to you each year a funded Federal construc­
tion of those towers and safety fetaures. In  a sense this will add some­
thing on the order of $10 million to the total available to develop our  
national airport system. And the simple reason for th is is th at in a 
large number of communities the local fund ing, the local initiative , has 
not come forward  to provide essential safety features. Towers are 
not being built at cities and airports  where the current operations re­
quire a tower. Fire and police and health features are not being built.

Senator Saltonstall. What you are  saying, Mr. Chairman, is tha t 
there is no use putti ng this  money into an airpo rt, th is $75 million and 
$70 million, unless you have the safety features, and those safety fea­
tures are the responsibility of the Government ?

Mr. Halaby. Yes, sir. And it gives us, o f course, much greate r 
flexibility in designing, constructing, and mainta ining these essential 
Federal spaces in these local airports. And we can assure continuous 
program tha t way rather than being dependent upon the local in itia­
tive, the local authorities, the local tax sources.

TE RM INAL  FA CILITIES

Senator Monroney. Also, you are not going to provide any funds 
for terminal construction in this new bill. In lieu of that the Federal 
facilities tha t have been given free occupancy as a condition of our 
matching the Federal money with local funds, we will be required to 
furnish our own space, either as a pa rt of the new terminal building 
on a share basis of the per footage cost, or building separately, and 
the land must be given to the Federa l Government providing it is 
available at the airport without cost for the erection of these buildings.

Senator Allott. But you have separated them in the new bill, the 
actual terminal facilities as distinguished from the actual construc­
tion of the field and runways and taxiways.

Safe ty  F a c il it ie s

Senator Monroney. Only those thinks  tha t contribute to safety. 
Flight  movement, runways, ramps, taxiways, the safety aids, which 
we standardize 75 percent on lighting and approach, glide approach, 
right angle approach and all other things,  giving to the Adminis­
tra tor  in this bill the au thority to make the placement of these safety 
features a condition precedent to other Federa l grants and aid to be 
sure tha t the city council and the airp ort commission will complete 
the safety features as a  condition to  getting  the funds. Heretofore
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he has had only author ity to close the airport to traffic, which is too 
drastic an authority to be used.

Senator  Saltonstall. Mr. Chairman, would you permit me, as I 
have to go upstairs to the floor-----

Senator Magnuson. Go right ahead.
Senator Saltonstall. This $2 million with relation to civil super­

sonic aircra ft development, migh t tha t discussion be brought out as to how that correlates with the  B-70 program ?
Senator  Magnuson. We are going to have to recess here unti l this 

afternoon because we have several items we have not reached yet.
Off the record.
(Discussion off the record.)
Senator Magnuson. On the record.

Letter From Senator Bush

There is a lette r from the senior Senator from Connecticut, P res­cott Bush, regard ing an a irpo rt a t Stratfo rd, which can be answered. 
They are opposing the airport  up there.

Also, we have letters from Senator Jav its about segregated 
faci litie s:

(The let ters refe rred to fo llow:)

U.S. Senate,
Committee on Armed Services,

May 18,1961.Hon. Warren G. Magnuson,
Chairman, Subcommittee on Independent Offices, Committee on Appropriations, U.S. Senate, W ashington, D.C.

Dear Senator Magnuson : I forward  herewith, for your subcommittee’s in for­mation and consideration, a copy of a letter I have received from a group of residents of Stratfo rd, Conn., who ar e opposed to the appropria tion of Federal funds for the expansion of the  Bridgeport Airport, which is located within the town limits of Stratford.
Will you please advise me what action is taken by the  subcommittee on this matter ?
With kindest personal regards, I am 

Sincerely yours,
Prescott Bush, U.S. Senator.

Lordship Improvement Association,
Stratford, Conn., May 11,1961.Hon. Prescott Bush ,

U.S. Semite, Senate Office Building,
Washington, D.C.

Sir : We have polled our residents to ask  their  opinion on the expansion of the Bridgeport Airport.
Lordship is a community of over 1,200 fine homes, located in the town of Stratford . We are directly adjacent to the airport, therefore directly affected. The expansion project is sponsored by the city of Bridgeport but it is located in the town of Stratford. Not only a re they seeking our taxable land, but they are interfe ring w’ith our local projects which are already in progress, namely:(1) Planned recreational facilities, consisting of beach and park  in the Lordship area for the people of Stratford.

(2) Federal housing project for  the  aged, already in progress, directly on the perimeter of the airport.
(3) Three existing elementary schools also on the perimeter of the pro­posed airport runways.

We do not see the need for this  program, especially with our close proximity to the New York a irpor ts and also to Bradley Field in Windsor, Conn



580 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

We will apprecia te your voting  against any Feder al fun ds for  the expans ion 
of the Bridgeport Airport.

Very truly  yours,
Earl E. R ichardson, Actin g President.

Bridgeport Municipal  Airport, Bridgeport, Conn.
Under the Federal- aid air po rt program,  $772,967 in Feder al funds have been 

gra nted to the city of Brid geport for the improvement of the  Bridgepo rt 
Municipal Airport . These gran ts were based on “Reques ts for  Aid” submitted 
by the  city of Bridgeport, Conn. The las t requ est received by the  Federal  
Aviat ion Agency from Bridgepo rt was dated August 27,1959, and was considered  
by the  Federal Aviation Agency in the formulation of the  Federal -aid  airpo rt 
program for fiscal year  1960. This was the  basis  for  the  last  gra nt indicated 
on the following list  of four gran ts which have been made to the city of Bridge­
port . This lis t gives the approved work, the  amount  of Federal  fund s pro­
gram ed, and the sta tus  of completion of each pro ject  as of May 31,1961. 

Federal-aid airport program projects for  Bridgeport Munic ipal Airport,
Bridgeport, Conn.

Federal funds
Pro jec t No. 101_______________________________________________ $21,051

Repair and reh abi lita te runway extens ions and safe ty strips .
100 percent  completed.

Pro jec t No. 502_______________________________________________  20,416
Rehabilita te shoulders 50 feet  wide both sides of fir st 1000 feet  

of runw ays 11 and 16 and safe ty strips at  ends of runw ays 11 and 
16; reh abi lita te and  pave over and around concrete pads on run­
ways  11 and 16. 100 percent completed.

Pro jec t No. 6003______________________________________________  450, 000
Land acquisit ion ; construct control tower, term ina l building, 

and  utilit ies, consisting of electrical, telephone and  wa ter  services, 
and  sewage disposal system. 95 percent completed.

Pro jec t No. 6004______________________________________________  281, 500
Construct, light, and mark taxiw ay No. 1; construct and ligh t 

apron. 75 percent completed.

Total_________________________________________________  772,967
The Federal  Aviation Agency has  not received a reques t for  Federal  fund s 

to improve the Bridgeport Municipal Airport since August 27,1959.
The  most recent nationa l airpo rt plan issued by the  Fed era l Aviation Agency 

in April  1961 indicates a need for  the following airpo rt development over the  
next 5 years for the Bridgepo rt Municipal Airport. “Acqui re land, clear zones; 
extend  runw ays and tax iw ay s; overlay runw ay ; construct public use faci lities 
and  service roa d; relocate roa d; marking ; lighting.” The  National Airpor t 
Plan  is a listing of projects  considered necessary by the  Federal  Aviat ion 
Agency to provide  a system of public airpor ts adequa te to anticipa te and meet 
the needs of civil aeronaut ics. Although the inclusion of an airport in the plan 
indicate s its  need in the  nat ional system of airpor ts, such inclusion does not 
represent  ability, intent, nor commitment by the  community to proceed with  
the  recommended development, nor  should it be construed  as a commitment by 
the  Fed era l Government  to par tic ipa te financially in such development.

U.S. Senate,
Committee on L abor and P ublic Welfare,

March 23, 1961.
Hon. Warren G. Magnuson,
Chairman, Subcommit tee on Independent Appropriations, Committee on Appro­

priations, U.S. Senate, Washington, D.C.
Dear Colleague : Las t year, when the Indepen dent  Offices Appropriatio ns bill

was  before the Senate, I proposed both in committee and on the floor of the 
Senate a provision which would ba r the use of these  funds for  the  cons truct ion 
of air po rt term inal  buildings which would contain segregated facili ties.
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As you know, the  Senate did not accept this provision, and I have since tha t 

time been studying the issues involved in securing adequate legislative enforce­
ment of the existing prohibition against the use of these funds for segregated 
facilities and at segregated a irports. I understand tha t the Ju stice Department 
has understaken similar studies at the same time.

After careful consideration, I have come to the conclusion tha t the Federal 
Airport Act is one of the few statutes  which presently contains specific language 
barring  the use of the funds at airpo rts where there is discrimination. Section 
11 of the Federal Airport Act specifically provides :

“As a condition precedent to his approval of a project under this chapter, the 
Adminis trator shall receive assurances in writing, satisfactory to him, th a t:

“1. The airpo rt to which the project relates will be available for public 
use on fair  and reasonable terms without unjust discrimination

I consider this language to be among the clearest antidiscr imination pro­
visions to be found anywhere in F ederal law.

In view of this, it appears tha t the most effective way in which to further  
implement this legislative policy in the absence of adminis trative action, is to 
prevent the use of appropriated  funds in violation of these explicit provisions. 
I believe, therefore, tha t it would be most approp riate for the subcommittee 
which has responsibility over the Independent Offices Appropriations bill to con­
sider the inclusion of a rider or of committee report language which would bar 
the use of funds in violation of this specific provision.

Please advise me of your position and of the possibility of such actiong being 
taken by the subcommittee when th is bill comes before it for consideration, as I  
feel this is a vital issue involving the prestige of our National Government in 
enforcing its own laws in the field of equal rights.

With best wishes,
Sincerely,

Jacob K. Javits, U.S. Senator.

U.S. Senate,
Committee on Labor and Public Welfare,

June IS, 1961.
Hon. W arren Magnuson,
Chairman, Subcommittee  on Independ ent Offices Appropriat ions, U.S. Senate, 

Washington, D.C.
Dear Maggie: In the Independent Officers Appropriations Act (H.R. 7445) 

now pending before your subcommittee, there is contained the annual provision 
for liquidation of contract obligations under the Federal Airport Act. In this 
bill $70 million is provided for this purpose.

As you will recall, this item was a matter of deep concern to me la st year, at 
which time I presented both in your subcommittee and on the floor of th e Senate 
an amendment to preclude the expenditure of these funds for airport terminal 
buildings containing racially segregated dining or other facilities. While this 
amendment was not accepted, the subcommittee did receive assurances  from the 
Federal 2\.viation Agency tha t it would look into appropriate means for dealing 
with this problem which appears to comprise a clear violation of the Federal  
Aviation Act.

I am informed tha t the Department of Justic e has for some time had under 
consideration the bringing of a su it to require the desegregation of air por t termi­
nal facilitie s in line with the Federal statutes, there has in fact been no effec­
tive action in this area since it was considered last year. I would therefore  urge 
upon the subcommittee tha t it give careful consideration to the inclusion of 
language similar to tha t I proposed in 1960, to wit, tha t there be added to this 
item the following:

“Provided, That no part of this appropriat ion shall  be available for the liquida­
tion of contract obligations incurred for the construction of airpo rt terminal 
buildings containing racially segregated dining or other facilities.”
or tha t in the alternative the committee clearly indicate the disapproval of the 
Senate with the continuation of this policy.

With best wishes,
Sincerely,

Jacob K. Javits, U.S. Senator .
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COMM ITTEE RECESS

Senator Magnuson. We will recess unt il 3 :15 p.m., or righ t around 
there, and see if  we cannot put in an hour  or so this afternoon.

(Whereupon, at 12:10 p.m., a recess was taken until  3 :15 p.m. the 
same day.)

AFTERN OON  SESSION— TUESDAY, JU N E  2 0 , 1961 

F ederal Aviation Agency  
Atlantic City  R unway

Senator Magnuson. The committee will come to order. The rest 
of the Senators will be along in a second.

Any furth er questions by members of the committee on the grants- 
in-aid fo r airports.

Senator Allott. Before we get on that , I think maybe an error  
crept into the testimony this morning. You will recall, Mr. Chair­
man, the discussion about the new runway tha t they needed up in 
the Atlantic City facility. Now, my recollection is that  Congress 
turned tha t down and it has never been contracted for. Is this cor­
rect or not correct ?

Mr. Halaby . I don’t know the answer to that, Senator Allott.
Senator Allott. I just wanted to clear up this  record.
Mr. Halaby . It  is pre my time.
Senator A llott. Pre-Halaby.
Mr. H alaby . Mr. Joseph Blatt,  who is the Acting Director of the 

Bureau of Research and Development, in charge of the National Avia­
tion Facilities Experimental Center, has the history on this.

Mr. Blatt. I think I do, sir; you are correct. There was a para llel 
runway proposed at one time. There was also an extension to the ex­
isting runway. You have previously approved the extension to the 
existing runway and tha t has been constructed. You have not ap­
proved the paralle l runway and no work has been done on the parallel  
runway.

Senator A llott. But the runway is now serving its purpose.
Mr. Blatt. The runway is now in operation.
Senator Allott. All right. Thank  you.

Grants-in -Aid to Airports

Senator Magnuson. Any further questions on the grants-in-a id ?
Now, the Administra tor has submitted here a breakdown as to the 

States, have you not ?
Mr. Halaby . Yes, sir.
Senator Magnuson. All right;  and members of the  committee can 

look at it.
Research and Development

Now we come to research and development. The House committee 
recommended an appropriation of $60 million for research and devel­
opment activities in 1962, which is $4,480,000 less than the ap prop ria­
tion for 1961 and $5 million under the budget. The House goes on 
to say:
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An unobligated ba lance of $16 million will be carr ied over in to fiscal 1962, which 
will be add itional to the amount  provided in  the bill.

AM OU NT S AVA ILAB LE

So, a ll to ld, you have $72 million for re sea rch  and  development when 
you  include the $16 mi llio n unoblig ated .

Now,  tell  us abo ut th at $16 mill ion.  Has  th at  been con tracted for, 
or who can  answ er th at  q uest ion ?

Mr . H alaby . That  is Mr. B at t’s answ er, M r. Ch airma n.
Se na tor Magnuson. Al l rig ht , Mr. Bl at t. You  can  have a cha ir. 

We  ar e c all ing  on you qui te o ften .

PROGRAMING  UNO BLIG ATED FU NDS

Mr. B latt. Th an k you, Mr . Chairm an.
Th e $16 mi llio n in uno bligat ed fun ds  has no t been  con tracted for . 

I t  has been pro gra me d. I t  is included in ou r prog ram and we have 
in ten tio na lly  slowed down certa in pro jec ts aw ai tin g the repo rt of the 
Beacon  task force.  Th is is n ot an ina bil ity  to  ob ligate  the funds  no r is 
th is due to our no t ha vin g the cap aci ty to  do the  w ork.  Th is was an 
int en tio na l manag ement  decision  t o de fer  ce rta in  opera tions un til  we 
were in a m ore pos itiv e p os tur e so th at  we w ould  know where we were 
go ing  in ou r research and develop men t effort. As Mr. Ha laby  in di ­
cat ed  th is mo rning , w e are  look ing towa rd  the Beacon  tas k forc e and 
th e Beacon com mitt ee to provide  us muc h gu idance  in  our  researc h a nd  
dev elopment effor ts.

B eacon Com mitte e

Se na tor  Magnuson. Te ll us briefly wh at  is the Beacon committ ee?
Mr.  H alaby . Th e Beacon committee, Mr . Ch air ma n, is a group of  

scient ists  and eng inee rs whom  the  Pr es iden t au tho rized  me to br ing 
in to thi s pro gra m.  The f irs t step was to  establ ish  a gro up  o f scientis ts 
hea ded  by Dr . Jerome Wiesn er and  Dr . Ge ra ld Zacha rias , who are  
members of  the Pr es iden t’s Scien tific Ad vis ory  Committee. These 
men  are  pre domi nantl y elec tron ics scient ists  who have done  most of 
th ei r work at  the  M assa chusett s I ns ti tu te  o f Tec hnology . They were  
joined in thi s science adv isory work  by the research vice pre sid en t of 
IB M, Dr . Em manuel P io ri ; by a dis tinguish ed New Yor k arc hitect , 
Wa llac e Har riso n;  by re tir ed  vice pre sid en t of  W est ern  E lec tric, Mr.  
Er ed  Lac k; and I  go t these gent lemen toge ther  to  discuss general ly 
how we cou ld brin g to  bea r al l of  science an d tech nology , an d in pa rti c­
u la r wh at we lea rne d wi th the  bill ions  of do lla rs wo rth  of  mili ta ry  
tech nology .

As  a r esult  of the  meetin g wi th these  scientis ts, we set  up a t ask  force  
composed of  men who ha d ma jor  system s engin eering responsibil ity . 
These men were fro m th e Bel l System, fro m the  univer siti es and cor­
po ratio ns  of  the  Un ite d State s who ha d had gr ea t expe rienc e in de­
veloping  new sys tems, and the y have  been  a t work  now, an d very h ar d 
at  work—these men are  dona tin g th ei r tim e—ve ry ha rd  at  wor k on 
com ple tely  ree xaminin g the work  o f t he  l as t 5 ye ars  on  airways mod­
ern iza tion.

They were to ld  there were  no holds ba rre d,  no “sacred cows,” no 
pe t pro jec ts th at  would  sta nd  just because someone else ha d sta rte d 
them.  The se are good, hardh eaded systems  eng inee rs, no t so rt of  
wi shful  pie -in -the-sky ty pes .
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Th ei r repo rt  is due  wi thin 30 days  an d the y are  loo kin g at  th is 
bro ad ques tion  we first discussed th is  mo rni ng  of how you in tegr ate 
the mili ta ry  rada rs  and  com puters  wi th civ ilia n ai r traffic  con tro l 
rada rs  and  com puters . The y are  looking at  t his  ques tion  of wh eth er 
three- dim ens ional ra dar  should be  ex pedit ed an d expand ed o r w hethe r 
there  is a b et te r w ay to d etermine  th e ac tua l at tit ud e o f the  a ir cr af t in  
the traf fic co ntrol system.

COMPUTE R REQUIREMENTS  FOR AUTOMATING CENTERS

Th ey  are  loo king at  the  comp ute r req uir ement s fo r au tomating 
these cen ters  whi ch are  now so h eavily po pu lat ed  wi th men working  
over rad ar  scopes.

Now, the y are  no t going to come up  with  any  mir acle s, an d as is 
oft en the  case wi th adv anc ing  techno logy, wh at the y come up  wi th  
will  pro bably  cost some money . Th e que stio n is wh eth er the y can  
come up with a sim ple r, more  nearly autom atic , way of doi ng wh at  
we are doin g now wi th a very  la rge num ber  of  personnel,  and, secondly,  
wh eth er they can, in fac t, get  t his  d oub le du ty  out of the defe nse  d ol­
lar s which we ta lke d abo ut th is m orn ing .

Th ei r r ep or t will  be made to me and  in  tu rn  th at  po rtion  of i t w hich 
I  am conv inced of  will  go to the  P resid en t as a recom mendatio n; and 
na tu ra lly  i t wil l be coordinated wi th the D ep ar tm en t of Defense, wi th  
the  NA SA , an d with  the  B ure au of  the Bu dget,  and th at  is why  we 
hav e pu t the cav eat  i n here  that  we made, i f t hi s rea lly  offe rs promis e 
of a gr ea t imp rovement , we will come back to you and  say we need 
the  same money fo r diff erent kin ds  of  equ ipm ent , or  we need  some 
more money fo r some imp roved kin ds of  equ ipment.  Th is  cav eat  
app lies  both to th is R. & D. ap prop ria tio n and to ou r fac ili tie s and  
equ ipm ent  requests.

SLOWDOWN ON EXPERIM ENTAL PROJECTS

I t  is the same reas on th at  Mr.  B la tt  to ld  you th at  we h ave  slowed  
down on some o f these h igh ly exp erime nta l pro jec ts since I  came into 
office. We fe lt it was time to pause a nd look these ov er and , as  a  r esul t 
we hav e no t ob ligate d the  $16 mi llio n th at  we could have obligated 
wi th less wisdom.

Now, let  me------
ADEQUATE OF HO US E ALLO WANC E

Se na tor  M agnuson. Le t me a sk you, W hy  c an’t you get alo ng w ith  
the  Ho use  figure  ? I f  you don’t know ju st  exact ly where you  ar e goin g 
to  go, wa iting  fo r th is  rep or t, why don’t you  leave the  H ouse figu re 
as i t i s ?

Mr. I I alaby. Mr . C ha irm an, I  would be tr yi ng  to fool an  unf oolab le 
grou p of men if  I  sa id we could n’t live  wi tho ut th is money.

Se na tor  Magnuson. Tha t is enough. You hav e answered the 
question.

Mr . H alaby. But  le t me tell  you th at in all  candor I hav e to say 
th at  in adv ancin g a com plicated  supersonic—because we h ave  super­
sonic air planes  in th is  system righ t now down over Tex as and in the  
mili ta ry  co rrido rs and at hig h al tit ud e—a ir  traffic con trol  syste m I 
know we ar e g oin g to need more  money fo r research and  developm ent.
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Senator Magnuson. I am not suggesting you may not need more 

funds for this program, but if and until it comes up, why don’t we 
just take the House figure here and then you can come back.

RESTORATION FOR AERO MEDICAL RESEA RCH REQ UESTED

Mr. H alaby . The one portion of it, Mr. Chairman, tha t we very 
respectfully and urgently ask you to restore is the one we discussed 
this morning, the civil aeromedical research money in this research 
and development money. We discussed i t over on the other side but 
of the  $5 million cut, because we are reevaluating, we say restore only 
$1.5 million and the 150 positions for the aeromedical researchers, 
and-----

COVERAGE OF PROGRAM

Senator B ridges. What does aeromedical research cover part ic­
ularly?

Mr. Halaby . Well, sir, as I  am sure you recognize from the other 
agencies before you, the military and the NASA have gone off into 
space and I think it is f air  to say, and I believe they would agree, 
tha t most of their  work on the human body is now related to its 
going into space, and so many of thei r laboratories, thei r best doc­
tors, are working on man in space and they are working less and less 
on man in air.

Now, recognizing this, and recognizing further  that military medi­
cal research usually relates to a very carefully selected group of 
much younger men in a military cockpit on a military mission or 
training  mission, recognizing the distinction between tha t and a kind 
of random group who decided they wanted to fly to make money, 
who have not been subjected to the same careful scrutiny, although 
they must pass our medical examinations and our flight proficiency 
tests it seems apparent that  we must begin to develop our own medical 
data. They are a cross section of the civil population and they fly 
under much less discipline and they fly longer. Most milita ry pilots 
stop flying around 45 and, as you know, in recent years we have had 
a very large group of pilots spawned by World War I and later 
World War II  who have been reaching the fifties and sixties.

Now, we find tha t there is very little  data about these men. There 
is very little  autopsy data on pilo ts who have been in a fatal  accident. 
There is very little  da ta on the effects of an tihistamines  and tranqu il­
izers, which I  am told last for a much longer period than we hithe rto 
thought. There is almost no data on air traffic controllers because 
there wasn’t stressful kind of operation in a very busy traffic control 
area un til recent years when we had highly congested airways to deal 
with.

RETIR EM EN T AGE

So we are working on those things. We are not trying to find out 
why eyes are green. We are try ing  to find out how to certificate pilots 
more precisely and careful ly; whether, for example, airline pilots 
should retire at 60 or 55, as some people abroad say, or 65.

Senator B ridges. You are maintaining the 60 limit set up by your 
predecessors, are you ?
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Mr. Halaby. Senator, I have been examining tha t and reexamining 
it because there is a real conflict between the personal individual 
interest and the public interest. After discussing it with the pilots 
and the doctors and gettin g all the  advice I  can, I see no alterna tive 
but to confirm the age 60 rule, and I think we have to keep it under 
continuous observation because there may be ways through precise 
medical research and well-developed criteria when you could make 
individual exceptions. But until t hat  da ta is available and we under­
stand it and believe in it, I  see no alterna tive to an arbitrary rule.

Senator Allott. The fact is at the present  time you don’t have such 
precise guidelines or tests that you can apply  to an individual to evalu­
ate the differences in individuals, isn’t tha t correct?

Mr. H alaby. Tha t is correct, sir, and we may never have, but we must try to get it.
Senator Allott. So therefore, as of now, at least, you have had to use the age 60 as an arbitrary figure.
Mr. H alaby. Yes, sir.
Senator Allott. Arbi trary  cutoff, tha t the tests and the absolute 

measurements of ability at age 60 as applied to the individual are not available to you yet.
Mr. Halaby. Tha t is right, and we need this research to determine 

whether we can establish criteria. We will never be able to calibrate 
the human mind or spiri t, thank God, but we can, I think, develop 
for the civilian pilot  in the civilian environment more precise criteria. 
I am not certain at all—and I  don’t think  my predecessor was—that 
age 60 is the exact and only rule. But until we know more, we have to 
be arbitrary in what I  regard as the public interest.

Senator Magnuson. I think you answered the question, or you men­
tioned that  you are going to cooperate with the NASA and the other 
agencies in this work.

Mr. H alaby. Yes, sir.

CENTRAL DATA-PROCES8ING COMPUTER

Senator Magnuson. Where there won’t be too much duplication.
In the research and development—what is th e status of the data- processing central computer p rogram ?
Mr. H alaby. I believe about 2 years ago the FAA instigated a re­

search and development program in what is known as the data-proc- 
essing central, or DPC. It  is basically a computer that  deals with the 
highly  congested traffic movements around hub areas, and I believe 
two sets of this equipment have been bui lt and are under a test a t our 
National Aviation Facilities  Experimental Center.

Senator Magnuson. You are renting them now ?
Mr. Halaby. We have bought them.
Senator Magnuson. You have bought them. You see, Congress in 

1961 appropriated funds for six. Wha t happened to the funds that  
were appropriated tha t aren’t being used ?

Air. Blatt. We now own four such computers. These were com­
puters tha t were specifically developed under developmental contracts 
for  us. We have two additional computers under construction a t this 
time. These are fur ther advances in the development of the 
computer.
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Senator Magnuson. There are two in operation and-----Mr. B latt. Two sets. Two sets of two each. These are duplex in­stallations.
Senator  Magnuson. Two each and you own four.Mr. Blatt. That is correct. We now have four in place.Senator Magnuson. So have got two to go.Mr. Blatt. Tha t is correct, sir.
Senator Magnuson. And is that part o f the $16 million you haven’t worked on ?
Mr. Blatt. No, sir. The money fo r the computers is obligated. Senator Magnuson. Tha t is obligated money.Mr. H alaby . I th ink it is important , Mr. Chairman, to realize thatthis is an experimental device and tha t at the present time we have a much more limited—both in concept and in capaci ty—device which we are using in the traffic control centers. We are t ryin g to go out of what was basically an office data-processing machine into a com­puter system that  will serve an a ir traffic control system, and here we come back to this group of scientists and engineers for advice on this score. This is a very central par t of our system.Senator Magnuson. This is one of the things  we are talk ing about tha t you are waiting to get more data on.
Mr. Halaby . Yes, sir. It  is under review and evaluation.

RESEARCH BY PRIVAT E IND UST RY

Senator Magnuson. Now, in this research program, a lot of this work ei ther is being done by private  indust ry, or a component of i t, or probably could be done. Just where do you draw the line? I know it is difficult to have exact criter ia, but  where do you draw the line between Government responsibility and where you coiild contract this out to private industry ? Or haven’t you had to make tha t de­cision as yet ?
Mr. Halaby . I have not yet.
Senator Magnuson. Well, I think you understand what I  mean.Mr. Halaby . Yes, Ido , sir.
Senator Magnuson. Because you have had a lot of experience where private indust ry was doing things for the  Defense Department in the air fields and maybe they could do a lot of things in th is field.Air. H alaby . Yes, sir; and I would say that there are two measures of it here. One is the  number of people we have, civil servants, in research and development programs, and there are approximately 1,300 of those. Those 1,300, i f w’e could give you a figure on what we are paying those individuals in relation to the $65 million a year in contracted research, tha t would give us one measure of the balance we achieve.

FUN DS FOR SAL ARIES AND CONTRACTS

Air. H arper. In 1962 the salaries will be $9.2 million. We plan to contract for $49.5 million.
Senator Magnuson. That  is in the overall program.Air. Halaby . Tha t is the research and development program.Senator AIagnuson. You will find, I  suspect, on the other side—I don’t know the answer to th is in government—that  there may be some people on the outside w’ho are p aid so much more tha t could be avail -
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able under contract tha t might not necessarily give us bet ter service 
but they might be bette r equipped, let us pu t it tha t way, than what 
you can get fellows into your department for. And we have to take 
advantage of all of that resource in priva te industry.

SALARY SCALE

Mr. H alaby . The ratio  here is, I think,  probably a sound one of 9 
to roughly 50, or 5 to 1. But I have—since you have given me the 
opening, Mr. Chairman—to point out tha t we cannot pay more than  
$20,000 a year to men in this very complicated electronic and systems 
field, and we are  hoping th at you will permit us some additional spe­
cial positions a t t hat  $19,500 to $20,000 level, because that is the only 
way we are going to bring modern t alen t into conceiving the system, 
and we need tha t help.

USE  OP NONPROFIT CORPORATION PER SON NEL

Secondly, as you know, the Air Force and the Navy and the Army 
and NASA are all using the nonprofit corporations who h ire men at 
higher salaries and have had more direct experience in this systems 
engineering. We might have to come to you next year and say this 
is the only way we can do it. I don’t think this is something the 
Government should encourage because the real answer is to pay public 
servants more money and get more product ivity and creativi ty out 
of them.

Senator Bridges. On the other hand, when you put a man on the 
public payroll, you have, him there for life and you have his retir e­
ment and you have everything else, while when contracting with pri ­
vate par ties, when the job is done, your obligation is ended. We have 
had to keep this situation'in mind.

Mr. H alaby . Yes, sir;  but the guy who chooses the contractor and 
sees that he does the job and conceives the whole system can make 
you or lose you multimillion dollars more, 50 times more than his 
lifetime salary if he isn’t of the judgment  and discrimination tha t is 
needed.

Senator Magnuson. I think  the Administra tor understands the po­
tential in this field because he did once play an important p art  in the 
aerospace industry  which the Department of Defense has used very 
effectively for  some of this type of work.

Air  R oute Control Center , Nashua , N.H.

Senator Bridges. May I ask, Mr. Chairman, when you were kind 
enough to do the ground breaking recently on a new facility in the 
New England area, is that an entirely new setup ?

What type of equipment is going in there? Or hasn’t it been de­
cided?

Mr. I Ialaby . I can give you a very general answer and I think  you 
would 1x5 more satisfied with the specific one. Mr. Thomas will give 
it to you. The air route traffic control center at Nashua, N.H., will 
cover the New England region in terms of the identification and lo­
cation and guidance of all kinds of airc raft  in tha t area. It  will 
have radars and it will have computer capacity of the off-the-shelf 
type rather than this advanced type tha t Senator Magnuson was
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refer ring to, and it will have communications circuits tha t will en­
able that center to communicate with other centers on the ground and 
with airc raft  in the air.

Now, tha t is the general answer. Maybe Mr. Thomas would sup­
plement it with more specifics.

Mr. Thomas. I know, sir, very little more to add. It  is about $4 
million of  equipment that  will be in there, fundamentally computers, 
radar, and communications.

Senator B ridges. The existing type now used.
Mr. Halaby . Yes, sir.
Senator Bridges. There won’t be any advances between now and 

when it is installed.
Mr. H alaby . We will install the most modern existing off-the-shelf 

equipment. Now, as you see so often in Defense and other agencies, 
Mr. Thomas has to keep this show running  hour af ter hour  and he can­
not take any chances with your life. Mr. B latt  and the scientists and 
engineers we have brought in have to keep it running  better out in the 
future , and th is will be with us forever. This technology won’t stop 
while we public servants stew around between competing systems. 
We just have to manage change wisely here.

Senator Magnuson. All right. I think we-----
Senator Schoeppel. I would like to ask a question.

ADVANCED-TYPE COMPUTERS

Mr. Halaby, how many computers do you have of the advanced type 
and of the ordinary type? I mean, tha t you own ?

Mr. H alaby . Yes. We will give you the answer on how many we 
own in the centers in ju st a moment, but a moment ago we were re­
ferring to an advanced type. Tha t was contracted for a couple of 
years ago and is p art  of a larger process called the data-processing 
central.

The computer itself is also called the Librascope and there are, I 
believe, some variations of this computer.

Mr. Blatt. We have the two computers under order which are a 
variation of four Librascopes that are in place, but these are our only 
owned equipment. The business-type machines that  are presently in 
operation in our air route traffic control centers are leased equipment.

Senator Schoeppel. They are leased equipment.
Mr. Halaby . There are five of those, and they are off-the-shelf type 

of equipment built by Remington Rand. They are Univac’s.
COMPUTER PROGRAM FUN DS

Senator Schoeppel. H ow much money do you have in your bill here 
for  your computer program ? Is it sufficient ?

Afr. H alaby . For  the purchase of additional computers-----
Senator Schoeppel. Yes, sir.
Mr. H alaby  (continuing). For the centers?
Senator Schoeppel. That  is right.
Mr. IT \laby . Have you got that  figure, Mr. Thomas?
Mr. Thomas. Sir, we don’t have any funds for the purchase of 

additional computers. We are waiting on the completion of this 
review. The rental machines that we have are running a little  over 
$500,000 a year each.

Senator  Schoeppel. Roughly one-half million dollars.
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Mr. Halaby. I think what he was seeking was the additional cost 
of additional computers.

Mr. Thomas. There is none in this budget.
Mr. Halaby. So we will have rented all we need for the current 

centers.
Senator Schoeppel. I see.

FUN DS FOB AEROMEDICAL WORK

Senator  Monkoney. Mr. Chairman, before we leave this, let me ask, 
you are asking for a million and a hal f dollars restoration in research 
and development, which amount would represent the replacement of 
funds for the aeromedical work that  is being done, and you are asking 
tha t the limitation of 120 of the staff be especially designated as those 
in the aeromedical center in Oklahoma City and not interfe re with 
the other men doing it elsewhere?

ATr. H alaby. Yes, sir.
Senator  Monroney. I see.

Washing ton Nationa l Airport

Senator Magnuson. Now  we come to Washington National Air­
port.

COURT REVIEW OF AGE LIMIT

Mr. Halaby. Mr. Chairman, may I add just one thing on this age 
GO rule? I think it is worth noting that  yesterday the Supreme Court 
refused to  review the ruling. So it isn’t just General Quesada’s judg­
ment or Ila lab y’s judgment. This has been reviewed up through  the 
courts to the Supreme Court, and I think the Supreme Court in 
refusing  to review the decision ended the judicial review of it. I think 
the public has reviewed this  decision. I believe they agree with it.

FUN DS FOR WA SH INGT ON  NAT IONA L AIRPORT

Senator Magnuson. All right. Now the Washington National Ai r­
port , “an appropriation of $3,225,000 recommended for the operation 
and maintenance of the airpo rt, a reduction of $5,000 below the 19G1 
appropriation, and $200,000 less than  the 1962 budget estimate. This 
will provide a $198,050 increase over the cost of continuing the pro­
gram level of 1961.”

MODERNIZATION

“The committee”—this is the House report—“has also approved 
the $4,200,000 request for construction of various items to expand and 
modernize the facilities at the airport including completion of an 
access road, expansion and modernization of taxiway and apron 
systems, modernization of sewer and water systems, paving an area 
for helicopter operations, and replacing and relocating certain air 
cargo facili ties.”

I suppose every Senator and everyone in this  room is quite familiar 
with the building program generally going on out at the airpor t. 
Now that  amount is satisfactory.

Mr. Halaby. Yes, sir.
Senator Magnuson. All right .
Any questions on that ?
Senator  Bridges. Yes.
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PASSENGER MOTOR VE HICL ES

Se na tor Magnuson. Ju st  fo r the  reco rd, Se na tor  Br idg es,  they 
have  one ame ndm ent,  a minor amendmen t rega rd ing two-passenge r 
mo tor  vehicles. We w ill t ake  care  of  tha t.

Mr.  I Ialaby . I t  was a techn ical  th ing .

Bolling F ield  R emoval

Se na tor  Bridges. W ha t is the  situa tion, from your  po in t of view, 
of  the  rem ova l fro m the  Bo llin g A ir  Force base and fro m the  Navy 
Field at  An aco stia to Andrews Fi eld,  or wherever  the y are  going?  
"Will t hi s help the  traffic in the  imm edia te area of  Na tio na l Airp or t?

Mr.  H alaby . The De pa rtm en t of D efense  has phased  ou t the  op era ­
tions at  B ol lin g and Anaco stia  o ver  the  n ext , I  believe it  is, ap prox i­
ma tely 12 months .

Gener al P reuss. Twe lve months.
Mr. H alaby . These fields, as you know, are ju st  across the  riv er  

fro m W ash ing ton  N ational Airpo rt,  and  the  d iscontinuan ce of opera ­
tio ns  there  will help  som ewh at in rel iev ing  t he  traffic  cong estio n, the  
bottle necking  effect at  Wash ing ton  Nat ional. But  th is  traffic  mus t 
go somewhere and  it  will opera te out of Andrews,  and we sti ll have  
the  serious  problem  of gu id ing traffic  in and aro und Andrews.  The 
old  Anaco stia  traffic as well as the  cu rre nt  Andre ws  traffic. We are 
pleased th at  thev have done so and th is helps us, bu t it doesn’t solve 
the  traffic contro l problem genera lly.

Maybe you would like  to  a dd  someth ing  to  t ha t, Mr . Thomas .
Air. T iioma s. No, sir . Very lit tle  more exce pt at  th e tim e th is con­

solid ation  is made. Andre ws will be one of the  bus iest  ai rp or ts  in 
the Un ite d Sta tes , Wash ing ton  being about second bus ies t now.

ANDREWS AIR FIELD TRAFFIC

Se na tor Bridges. Will  Andre ws  be in the  dir ec t line  of  traffic to 
and  from  the W ashin gto n N ational Ai rp or t?

Mr. T iiomas. Th e traffic pa tte rn s will be worked  out. There  will 
be conf lict in the  pa tte rns pr incipa lly  to and  fro m New York,  ai r­
cr af t to and from Wash ing ton  Na tional will hav e to go to  the sou th 
of  A ndrews.

Se na tor  Bridges. An d An dre ws  will be forced  to  go in anoth er 
dir ect ion  ?

Air. T homas. No, sir.  AVe ha ve arr anged fo r sepa rat e traffic pat ­
ter ns  o ut  a t Wa shington  Na tional and at  Andrews , but  since A ndr ews 
does lie to  the  eas t of  AVashington Nation al, the rou tes  to and  from 
New Yo rk will  ta ke  them a  li ttl e b it south, o r to  th e n or th  o f An drew s.

Se na tor Bridges. AATha t I  mean  is, when th at  is accompl ished, you 
will hav e an imm ediate traffic pa tter n and  are a at  An dre ws  and  an ­
othe r her e in AVashington.

Now, it  should  relieve the lan din gs  and  takeo ffs on the Na tional  
A irpo rt  here, bu t is it  going  to lessen the  dangers  th at are invo lved 
by ha ving  the Andre ws Field  16 miles  f rom  the  AA’ashin gto n Nation al 
Airpo rt  ? Are  you goin g to  be able to  make it  a d ist inct  opera tion------

Air. T iiomas. Oh,  yes. I  misund ers tood yo ur  question. Traffic 
pa tte rn s will  be separat e and di sti nc t between the two  air po rts .

Se na tor B ridges. An d you w ill be able to contro l it?
71036—61------ 38
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Air. T homas. Yes, sir.
Senator Monroney . Tha t is adequate separation, isn’t it, at least 

above the minimum ?
Mr. T homas. Yes.
Senator Bridges. What is the minimum ?
Mr. Thomas. It  depends, sir. We haven’t been able to come up 

with a precise mathematical answer. I t depends on the orientation 
of the runways and general flow of traffic. Inso far as possible, we 
would like to ge t the flow of  traffic parallel , which is principally so 
between the two airports.

PARALLEL RUNWAY AT ANDREWS

We have runway 1 at Andrews which is a principal runway, and 
runway 36, which is almost parallel , here at Washington National. 
Our instrument operations will be essentially parallel, so tha t air­
craf t will be separated by the  ful l 10 or 12 miles, I think, between the 
two patterns.

Mr. Halaby . The separation is in altitude and path over the 
ground, and as he said, paralle l with the width corridor of almost 
10 miles between approaches to the two airports.  Then we bring 
Dulles in late next winter, and tha t pattern is worked out in rela­
tion to Washington National and Andrews.

AIRPORT FOR SMA LL PLA NES

We do need in this area another general aviation airpo rt, and 
tha t-----

Senator Magnuson. Oh, we have been 9 years getting Dulles now.
Mr. II alaby . This is fo r small planes and it would have to come 

on the initiative of some of the surrounding community, or perhaps 
the Department of Agriculture,  which operates a field at Beltsville 
tha t would have a lot of value for small plane flyings. If  the small 
planes are drawn away from Washington National, that  relieves jus t 
tha t much congestion. We don’t want them drawn out to an incon­
venient place because they are the most numerous, and in many cases 
very important, traffic. But the bill tha t Senator Monroney has in­
troduced would provide some money tha t could be available to a 
local community tha t wanted to develop a general aviation airport.

Senator Magnuson. Such as Beltsville.
Mr. II alaby . Yes.

DIVISIO N OF AU THORITY

Senator Magnuson. What is the division of authori ty between you 
who have the responsibilities for safety and the CAB, which allows 
or can handle schedules any time of day ? Is tha t divided ?

Mr. II alaby . If  I could write a law review article on that , Mr. 
Chairman, I don’t think you want to listen to me tha t long. But if 
you are thin king of that problem in Minneapolis-St. Paul-----

Senator  Magnuson. I am thin king of Washington and thinking of 
all of them.

Mr. II alaby . Dallas-Fort W orth, Friendship-Washington, are rep­
resentative of  a matte r that  Mr. Boyd, the Chairman of the CAB, and 
I have been sweating on very hard, because there are a t least four or 
five communities which have problems. Tampa-McDill-St.  Peters­
burg is a good one, Dallas-Fort W orth is a hotter one. What we have
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is, you might say, a regulatory  objective of reducing the service to 
the minimum number of airports in order to get the best service and 
the least congestion of the airways. But we don’t run the airlines. 
The airlines run the airlines, and we regulate them economically in 
the CAB and safety wise and certificatewise in the FAA.

FL IGHT  SCHEDULIN G

Senator Magnuson. What I am driving at, too, is th at knowing a 
little bit about airlines, there isn’t a person in this room who has 
flown around here, including the Administrato r, tha t all the incom­
ing flights in here occur, most of them, from about here on in until  
about 7.

Mr. H alaby . Yes, sir.
Senator Magnuson. And all the going away is about from 8 o’clock 

in the morning until about 9:15, and all the airlines want to leave 
at the same time. They all want to come in at the same time. And 
this is the sort of thing tha t somebody has got to take hold of once 
in a while and have it spread out. It  is a little like the traffic conges­
tion downtown when the Government departments—sometimes one 
gets out  at 4 o’clock, 4 :30, and 5, but they all want to have the same 
schedule or the same approximate time, and the setup out here is tha t 
no one now comes into Washington expecting if they are coming in 
here late in the afternoon that  they are going to land when they are 
supposed to. You just accept tha t as a matter of course, tha t you 
don’t land when you are supposed to. You can be stacked up as 
much as 3 hours out there, winch has happened. I know it  has hap­
pened to me.

Now, a lot of that  is due to scheduling.
Mr. Halaby . Well, scheduling is free competitive enterprise-----
Senator Magnuson. I know that.
Mr. Halaby . To meet the public demands. And we have done— 

well, as you say, I am concerned about th is because it involves safety. 
There are hours  when our traffic controllers have very much less to do.

Senator Magnuson. And then all of a sudden, everything.
RELUCTANCE TO RESCHEDULE

Mr. Halaby . All of a sudden the whole joint  is jumping.  But 
what we have done is write each of the airline presidents and every 
time we meet with them and the pilots and everyone else, to implore 
them to spread this scheduling frequency, and they come righ t back 
and say, “ We made $1 million net protit  on $2 billion in revenue las t 
year, and so it is an economic competitive problem.”

Now, it may reach a point where safety is so much involved th at 
some kind of safety regulation is indicated. But at the present it is 
more inconvenience and a very bad loading of our facilities.

Senator Magnuson. Yes, and then some of the airlines forget the 
gas item, the extra  hours, the whole inconvenience. Tha t all costs 
money. I t is inconvenient for them. But I think  that  we have 
reached a point where we have got to take some time very soon to take 
a look at  scheduling. Our answer has been to scheduling, go out and 
budd another airport someplace. Tha t is all we have done about it.

Senator  Monroney . Mr. Chairman, we went into this very tho r­
oughly as one of the danger factors in aviation, and tha t is the over-



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 593

is, you might say, a regulatory objective of reducing the service to 
the minimum number of airpor ts in order to get the best service and 
the least congestion of the airways. But we don’t run the airlines. 
The airlines run the airlines, and we regulate them economically in 
the CAB and safety wise and certificatewise in the FAA.

FL IGHT  SCH EDU LIN G

Senator Magnuson. What I am dr iving  at,  too, is tha t knowing a 
little  bit about airlines, there isn’t a person in this room who has 
flown around here, including the Admin istrator , tha t all the incom­
ing flights in here occur, most of them, from about here on in until 
about 7.

Mr. H alaby . Yes, sir.
Senator Magnuson. And all the going away is about from 8 o’clock 

in the morning until about 9:15, and all the airlines want to leave 
at the same time. They all want to come in at the same time. And 
this  is the  sort of thing  tha t somebody has got to take hold of once 
in a while and have it spread out. It  is a little like the traffic conges­
tion downtown when the Government departments—sometimes one 
gets out at 4 o’clock, 4 :30, and 5, but they all want to have the same 
schedule or the same approximate time, and the setup out here is that  
no one now comes into Washington expecting if they are coming in 
here late in the afternoon that  they are going to land when they are 
supposed to. You just accept that  as a matter of course, that you 
don’t land when you are supposed to. You can be stacked up as 
much as 3 hours out there, winch has happened. I know it has hap­
pened to me.

Now, a lot of that is due to scheduling.
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Senator Magnuson. Yes, and then some of the airlines forget the 
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money. It  is inconvenient for them. But I think that  we have 
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I  th ink tha t this is a l imitation on air commerce which we can suffer 
for a while longer.

I wish there were a computor tha t would compute the answer to 
this question but there isn’t. In the end i t is a question of judgment 
and timing.

ROLE OF NA TION AL  AIRPO RT ON COMP LETION OF DULLES

Senator Allott. Mr. Chairman, I must say tha t I like the  answer 
Mr. Ila laby has just given, but I  would like to ask this. What is con­
templated as the role of Washington National once Dulles is in opera­
tion?

Mr. I Ialaby . Senator Allott,  I  believe tha t the st rategy  involved in 
selecting the Chantilly site for the additional airp ort contemplated a 
very rapid  increase in traffic by high-speed, modern airc raft,  pri ­
marily jet, tha t would reach very large proport ions by 1965. At 
Dulles it would be primarily  jet and turboprop aircra ft traveling 
the longer route segments, and at Washington National it would be 
more the piston-type airc raft  and some of the propjet airc raft  t ravel ­
ing the shorter  route segments. In  theory the new a irpo rt was to be 
the interna tional  gateway into Washington and the long-range jet 
operat ing site, and that  would leave to Washington National—afte r 
a transit ion—the shorter range a ircraft and general aviation aircraft. 
There would be rapid  access between the two, and as you know, the 
Civil Aeronautics Board is considering r igh t now a helicopter service 
for this region which would cover the interna tional airpo rt, the Na­
tional, Friendship, and downtown Washington.

PRIVA TE AIRC RAFT

Senator  Allott. We have heard about that, too. Well, would this 
relieve the pressure enough—this leads to my next question—to enable 
Washington National to be used for priva te ai rcra ft? It  is used now, 
I know that.

Mr. H alaby . Yes, sir.
Senator Allott. But when you think  of the thousands of people 

who do fly private aircraft, and I  am not talking  about necessarily the 
big corporate executive craft, but the average single engine and small 
twin-engine c raft,  tha t jus t don’t get into National, would this relieve 
National enough that it would offer some expanded opportunities for 
the use of this type of craf t here at all ?

Mr. H alaby . Yes; I  believe it would. The Inte rnat iona l Airpo rt is 
really designed for the big jets and the big turboprops.

Senator Allott. Where do most of our small c raf t go now ? Or do 
they jus t stay away from here ?

Air. H alaby . Well, I would say that  pleasure flyers avoid the Po to­
mac Valley traffic, tha t constant traffic around Washington National 
Airpor t to a considerable extent. We have lost the airp ort out near 
Bethesda and the real estate pressures will be very great on discontinu­
ing operations at the small a irports all over the  country. I hope Mr. 
Thomas has some figures on what the general aviation aircraft opera­
tions are in the Washington area. As you know, the Memorial Bridge 
and 14th Street Bridge end of Washington National is where most of 
the small planes fly out.

Senator  Magnuson. Where does Engle fly out of ?
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Air. Halaby. Senator Engle flies out of Washington National and 
out of various points in northern and central California .

Senator Magnuson. He is in Washington National ?
Mr. Halaby. I don’t know whether he still has his own personal a ir­

craf t here or not.
Senator Magnuson. Alike and I are not going flying with him, then, 

if he is in the Potomac area.
Senator Allott. Could we get the answer ?

FLIGHT FIGURES AT WASHINGTON NATIONAL  AIRPORT

Air. Thomas. Air. Chairman, last year there were 76,230 general 
aviation flights at Washington National and this is more than the tota l 
operations a t most of the busy airp orts in Europe. Altogether there 
were 316,000 flights in and out of Washington National. We fre­
quently run out of park ing space there for the itinerant, or anyone 
else. There are lots  of civil itinerants. I have had them call me at 
home at night  and say they landed a t Washington National and have 
no place to park. Many of them use Washington-Virginia, or Bailey’s 
Cross Roads Airport. The Washington-Virginia, which is 4 miles 
out at Route 7 and Columbia Pike. There are quite a few general 
aviation airc raft  there. But Washington National is the second 
busiest airport  in the United States and frequently the demand is 100 
to 125 per hour with a capacity of 60 to 80 an hour.

BELTSVILLE AIRPORT

Senator Bridges. Would it be possible for the Government of  the 
United  States to take, for example, the Beltsville Airport , which is, I 
think, owned by the Department of Agriculture, and make it—the De­
partment of Agriculture could use it just  the same—but make it a small 
engine or small plane airport to relieve some of this other traffic? 
Would tha t be feasible?

Mr. Thomas. Sir, this would provide some relief. However, Belts­
ville is immediately in between Washington and Baltimore and we 
would not be able to work out a good instrument approach to it. Now, 
most of the private aviation that  comes in here wants some capabili ty 
to make an instrument landing  when they get here. A lot of civil 
pilots do not, but a lot of executives do want some instrument capa­
bility, and I would doubt if we could work out the instrument-----

Senator Bridges. It  isn’t practical, then, is the answer.
Mr. Thomas. It  could provide some VER  relief  but I doubt if it 

would provide rel ief for instrument flights.
Senator AIagnuson. So to get a small plane ai rport , you have got to 

go out somewhere in Virginia or somewhere probably out here some 
distance from Washington; is that it?

Air. Thomas. There are areas tha t we could get small plane airports 
in;  yes, sir.

Senator Bridges. With in what radius?
Air. Thomas. I would say within a reasonable commuting radius. I 

haven’t made studies of precise locations. I know some studies have 
been made.
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out, or were up  un til recently. Maybe it lias been changed now, and 
if it hasn’t been changed, it ought to lie because there ought to be a 
landing space out there for  cars so that people taking  bags out of the 
car don’t have to fight tha t sometimes rath er discourteous type of 
traffic on the p art  of the taxicabs and they want to get in and get out 
of there and they subject people to those hazards of unpacking thei r 
bags and everything else.

I think i t is abominable the way they handle it,  handle the bags. I 
have watched it. It  is deliberate. They will-----

Senator  Allott. They will kill somebody someday.
Senator Sciioeppel. That is righ t. They will kill somebody, some 

woman out there, and then there  will be a big hullabaloo about it. It  
looks to me like th at was awfully poor planning when they put those 
lanes out there, forcing people to drive out there, private cars with 
thei r drivers, some one of their family, so they can get out there and 
take their  bags out, and they are forced to the outside and have to 
cross that stream of traffic. They ought to have a segment in there. 
There certainly is enough of it to justi fy some consideration along 
tha t line.

Mr. Horbs. Senator, may I  say in answer to your question that they 
were forced to the outside, but I have made a new rul ing tha t anyone 
has a righ t to unload at the curbing, sir.

Senator Sciioeppel. I am glad to know that , but it isn’t generally 
known and they crowd you out of there.

Air. Hobbs. I would like to know every time-----
Senator Sciioeppel. You are going to hear from me because I am 

watching it. I have had any number of people complain to me about 
it.

Senator Bridges. Have the airp ort police been instructed to see 
that -----

Mr. ITobbs. Everyone has a r igh t to unload or pick up at  that  inside 
lane.

Senator Bridges. Have the airp ort police been instructed about 
this?

Mr. Hobbs. Our own police know about it.
Senator Magnuson. Do you have a rig ht to select your own taxi out 

there ?
Mr. H obbs. No. I would like to say-----
Senator Magnuson. Well, we won’t go into that. Submit tha t for 

the record.
Mr. H obbs. All right.

DIFFICULTIES WITH TAXIS

Senator Magnuson. It  is like a sideshow. You have got to be 
barked into the right taxi. They must hire these sideshow barkers, 
and you can wait there  for a half  hour and if there are five taxis going 
back tha t have brought people out there, they won’t let you take 
them. They have a big fight if you take them.

Mr. H alabv. Tha t is because we are trying to make a buck on the 
airport and sell the airpo rt concession so tha t i t won’t be any more of 
a load on the taxpayer.

Senator Magnuson. I understand that,  but sometimes the fellow is 
maybe making a little too much.
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GENERAL AVIAT ION PIC TURE

Senator Allott. To change the subject again, I  am still not happy 
about our general aviation pic ture. It  is going to actually work out 
this way, th at the average private  flier and even the executive cra ft 
who have qualified IFR  pilots who jus t do not desire to come in and 
battle the throng of starlings t hat  are  tryin g to alight, large starlings, 
of course, for practical purposes—are they going to be forced out of 
the Washington area? 1 mean, they have been now to a grea t extent.

Now, this isn’t your fault. It  is the  fault  of circumstances. But 
is that  the picture, as I gather from what you have said ?

RECLA IMING SM AL L AIRPORTS

Mr. II alaby . For  the first time, Senator Allott, we have in this Fed­
eral Airp ort Act of 19G1—Senator  Monroney has introduced it—a 
special provision to try  to reclaim tha t natu ral resource, the small 
plane airport.

Now, in the Los Angeles area, from which I  come to Washington, 
we have lost seven airports in the last 2 years. The city and the coun­
ties, seven of them, have gotten together in a committee to develop a 
general aviation airport regional plan tha t would put these satellite 
fields out where the real estate values have not climbed out of sight. 
If  we could get some local initia tive here among the Distric t, Virginia, 
and Maryland to develop a regional genera] aviation a irpo rt plan,  the 
vehicle fo r helping to finance the new a irpor ts is at  hand if the House 
and Senate pass this bill. Maybe we should take a little more in itia­
tive in master planning in this area with Maryland and Virginia . We 
have done some work and in tha t book you have, the National Air­
port  plan, there is evidence of work here. Maybe we can do more, 
but in the end we don’t want Federal  small plane airports dotting the 
countryside here. We want the people in the local communities to 
realize th at these are assets. This is a good way to use this  land be­
cause it brings employment, it  brings jobs in, it brings people in to 
spend money. It  brings people in to resorts and it makes for people 
who are happy with the facilities for flying.

This is the real source of the solution. There  is nothing tha t 
wouldn’t be solved by more runways and present airports and more 
airports tha t are in response to a real  need.

U SE  OF FR IE NDSH IP  AIRPORT

Senator Allott. All right,  then. As it is now contemplated with 
the movement to Dulles, will you still  use Friendship, I presume—or 
will this be used as it  is now used ?

Mr. H alaby . The airlines will have to determine what the public 
demand is and in the l ight o f th at decide how to use Fr iendship.

Senator Allott. All right.  As i t is now contemplated without an 
interest  in this by the general metropolitan area somewhere, the p res­
ent outlook for  the type of plane I  have been talk ing about, especially 
those who prefer to fly VFR, there is strictly  a very limited and 
bleak future there because of the other activities outside ?

Mr. H alaby . I don’t think it is bleak. I think  it is very serious 
and that  i t is going to take a lot of  action because real estate values— 
crowding 500 acres or 200 acres into housing and industria l parks  
would give much greater yield on a financial investment per acre.
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Senator Aijcott. Yes.
Mr. Halaby. So the economic law is running  against the conven­

ience of the general aviation plan.
Senator Allott. Well, I  will use the word “bleak,” but you don’t 

have to use it.
Air. H alaby. Well, I  think we can do more than we have done.

DULLES AIRPORT

Senator Magnuson. All right.  We have talked about Dulles and 
in connection with the work on the Washington Airport. The item 
in the House bill on that  is that the House committee said tha t i t was 
disappointed in learning of the slow progress being made in com­
pleting tha t airpo rt, it will not be open unti l October 1962.

Well, so is the Senate disappointed. Sometimes I think tha t the 
Architect of the Capitol is building tha t airpor t. [Laughter.]

REVISED ES TIM AT E

A revised budget estimated of  $20,100,000 was submitted during the 
course of the hearings  for additional construct ion requirements at this 
airport including $4,597,000 for 10 small projects and $15,503,000 for 
the added cost of contractor claims, inflationary factors and under­
estimation of  construction costs. I t says:

The Admin istrator  has  informed the  committee that  since even the  revised  
estimates were prepared  it has become evident th at  i t will be necessary for  the 
Government to finance the construction  of a t least one 4-bay han ger at  $6 million 
before the  airpo rt can be used. Ea rlie r plans anticipa ted that  the  airl ines 
would build these  addi tions to the basic facil ity.

After reviewing the problem carefu lly, the  committee is recommending $26,- 
100,000, including funds for the hangar,  which will bring  tota l appropriat ions 
to date for this airpo rt to $111,070,000. Est ima tes on these construction items 
have  not been reduced because in no circumstances will any more overruns be 
considered. The FAA is  also expected to provide  customs fac iliti es at  the  ai rpor t 
with in available funds.

And they go on about fees and then they say:
The committee  has included language in the bill to provide separat ely for 

main tenance and operatin g costs of the new faci lity . Due to the delay in con­
struction the committee has allowed $1,975,000 for this purpose  instead  of 
$2,575,000 as requested, a reduction  of $600,(MX) in th e estimate.

Now, is tha t substantia lly the story, Mr. Administrator, out at 
Dulles?

NO APP EAL OF CUT

Mr. H alaby. Yes, sir. I think tha t is substantially accurate. We 
do not appeal the cut of $600,000 because it  is not needed due to the 
delay in starting the operation of the airport.

CONCERN ABOUT HO USE DIRECTIVE

We are concerned about this directive, so to speak, tha t says all 
fees, rentals, should be at a figure such as is sufficient to amortize the  
entire cost of acquiring land, construction, maintenance and interest 
over a reasonable period of time.

The principal concern there is th at if this airpo rt were the Rich­
mond Airport,  the  Federal Government would have put in some Fed­
eral airp ort aid and that  aid is excluded from the capital base in
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fixing the rental and fee charges. So we would hope tha t this com­
mittee would recommend to the Senate tha t the language here be 
■changed or counterbalanced so tha t we could eliminate from the cap­
ital base that amount of aid tha t would have gone into this airport 
had it been in the category of Los Angeles, Chicago, and New York. 

(The information referred to follows:)
Similarly , the House committee  stat ement  rega rdin g a 20- to 25-year period 

for  recovering all costs would be unduly res tric tive if applied rigidly . We 
propose to use the  standard  of app ropriate useful life in calcu lating inte res t 
and depreciation charges , following guidelines estab lished by the Int ern al Reve­
nue Service in its schedule  F ; e.g., cer tain  equipm ent should be fully depreciated  
over a 5- or 10-year period while some stru ctu res  would have a real istic  deprecia­
tion period of up to 40 years. Under these  standard s known depreciable items 
in the cap ital  base, such as  land, would not be subject to deprec iation expenses. 
Interest  charges would be calculated on all of the unretired cap ital  base using 
long-term rat es suggested by the  Treas ury Depa rtment.

Final ly, some costs of developing new and unique fea tures of the air po rt 
should not be included in the  capital base. Since they represent costs of the 
Federal Government in its  role of leadersh ip and foste ring  of ai r commerce 
they should more appropr iate ly be tr eat ed as pa rt of our research and develop­
ment program rather  than associa ted direc tly with thi s one a irpo rt. The  prin­
cipal example is the developmental cost of the  mobile lounge.

Senator Magnuson. You suggest the elimination of tha t directive?
Mr. H alaby. Yes, s ir ? on the basis tha t I have just outlined.
Senator Magnuson. Have you got the language ?
Mr. H alaby. Well, sir, appropriation language is not involved, it  

is the repo rt’s language here that troubles us-----
Senator Magnuson. Of course, we have no control over the House 

report.
Mr. Halaby. We thought tha t there would probably be a repor t 

from this committee and perhaps a conference report-----
Senator Magnuson. Yes, i f we decide to change this we can put it 

in our report  and then in the conference there  could be some mention 
in the conference report as to what has been arrived at by the con­
ference.

Mr. H alaby. Yes, sir, tha t is what  we are looking for. Can I go 
off the record for just a second ?

Senator Magnuson. Yes.
(Discussion off the record.)

NEED FOB AIRPORT MANAGER

Mr. Halaby. Go back on the record: Obviously I inherited this a ir­
port  and my colleagues have recently been-----

Senator Magnuson. Well, Quesada inherited  it, too, a little  bit of 
the mismanagement.

Mr. H alaby. Yes, sir. And we have new men working on this 
project, Mr. Hobbs and his associates. We still need a good airp ort 
manager fo r this ai rport right  now, as well as when it is in operation. 
This would be a projec t larger  than any th at the FAA had the respon­
sibility or experience of managing. So we still have a management 
problem.

HANG AR CONSTRUCTION

But the  reason that  the costs are going up is that,  for example, there 
was thought somehow, and I don’t know how, tha t the  airlines would 
step up and buy a hangar . The strategy was to get the airlines to
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come and  build  ha ng ars the re,  I  suppose each one of them, fo r its  
ope rations .

And I  was told  thi s? I  was told , “Do n’t you da re  build a h an ga r fo r 
th at  will dism ay the  a irl ine s from  coming in and bu ild ing them .”

An d so I  wen t to the  air lines peop le and asked them , I sta ted  it  to 
the m and asked if  anyone of  th em were  w ill ing  to bu ild  a  ha ng ar  a nd  
the y gave  it  to  me an uneq uivocal no, (a ) they  d id  n ot  hav e the  money 
and (b) the y did  no t do it  at  oth er places like Los Angeles  and New 
Yo rk and  Ot taw a, bu t they  got money  fro m the insura nce  com panies 
at  a tim e when they  were  ma kin g th at  kind  of  money, and bu ilt  the  
hangars .

So I  cann ot see and ou r a cco untants c annot see a h angarle ss ai rp or t 
because we would not  have  a place to  de-ice  the  wings of a ir cr af t i f they 
were  rained on or snowed on or  sleeted upon. And  th at  is why the 
House  pu t in  thi s------

Sena tor  Magnuson. $6 million.
Mr. I I alaby. Yes, an d we hope , Se na tor  Sclio eppe l, th at  we are  

going  to  ge t t hat  money back  because we a re go ing  to  ch arge the use rs 
fo r th e ha ng ar  fees which will  over t ime amort ize  a ll of the  $6 m illi on  
and costs.

Sena tor  S choeppel. Mr . Chairma n, and Mr. Ha laby , thi s m at te r of  
br inging  the hang ars ou t there, bu ild ing the m there I  should  say 
when we have  not done  so in a lot  of  the othe r majo r ai rp or ts  of  the 
country—I  can well un de rst and why the air lin es  have go t you  in  a 
squeeze here because as a mat ter of  fa ct  the y did no t wa nt  to go ou t 
there anyhow. Th e question was abo ut go ing into Ba ltimo re and 
when we go in an d bu ild  these  ha ng ars as part  of  the  Government  
bui ldings, then the y wil l say, “W hy  no t bu ild  th e term ina l fac ili tie s 
fo r the  rai lro ads?  Why  no t build  the m fo r th e tru ck ing con cerns?” 
And  all o f that .

An d th at  i s wha t we are  g oing to be confr on ted  wi th and  there are  
goi ng to  be some t er rib ly  just ifiable  s itu ati on s ou t the re fo r us to get  
away from th at  p ar ticu la r din  th at  is go ing  t o drum  in ou r ears fo r 
months an d ye ars.  Tha t is  wha t I  am af ra id  of.

Senator  M agnuson. Sena tor  S choeppel, th at  brin gs  me  to  th e ques­
tion th at  I  was abo ut to ask. Th is is fo r one ha ng ar?

Mr. H alaby. Yes.
Sena tor  Magnuson. H ow many wil l be need ed when the  field is in 

fu ll ope rat ion? W ill  there be oth ers  t o be bu ilt ?
FU TU RE  OPERATION OF FIELD

Mr.  H alaby. Well , sir , you say  when the field is in ope rat ion . We  
have for eca sts  made by both Gover nment  and pr ivate sources th at  
in the  yea r 1963 th ere  w ould  be 6,5,000 ai rc ra ft  movemen ts into D ulles 
In te rn at io na l;  fo r the following  ye ar  160,000; the  fol low ing  ye ar  
1965, 250,000 a ircr af t m ovements.

Now,  when you look ahead to th at  kind  of  traffic foreca st you can 
then  ma the ma tically ex tra po lat e th at  into the  numb er of  hang ars re­
quired fo r the amount of  ai rc ra ft  u sin g the field and  it  will  certa inl y 
be man y more ha ng ars than  wh at we have  in mind now and we are  
gener ally th inking  of  gen era l ut ili ty  ha ng ars to get  us throug h thi s 
firs t phase.

At lea st I  have no intention of  pro po sin g th at  the  Fe de ral Gov­
ern me nt bu ild  an oth er  ha ng ar  there unle ss it  is manag ed in  such a
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way tha t the public demand is so great tha t the airlines finish up by 
building them, their  own hangars as in other places.

Senator Magnuson. Senator Schoeppel makes the point tha t if we 
do have the one where does the Government responsibility end and 
where does the priva te carrier take up ?

Mr. Halaby . Well, at the Washington airport we own all the 
facilities-----

Senator Schoeppel. I unders tand that.
Mr. Halaby . And there are 12 hangars there. The precedent is 

already set. This is a Federa l airp ort owned and operated by the 
Federa l Government and it  is not going to be easy to get private enter­
prise to come in and build a hangar there.

And also part  of it is the fact tha t the airlines are not in too good 
shape righ t now and the very airl ine t hat  uses it most is the least like­
ly to build a hangar out there. And incidentally—off the record.

(Discussion oft the record.)
Senator  Magnuson. Well, now, I would like to finish this afternoon. 

We have got to go upstairs and vote but we will be coming back here 
briefly and there are some general questions tha t we want to ask but 
I thing  that we can get through in another hour and be done with this 
if we go upstairs and vote and come back. We will recess for 10 
minutes.

Senator Monroney . I would like to ask two or three questions 
when we get back.

(Short recess.)
Senator Magnuson. All right , the committee will come to order.
Are there any more questions on Dulles Airport, Senator Schoeppel 

or Senator Allott?
Senator Allott. I have none.

BUDGET APPR OVAL OF HA NG AR  PROGRAM

Senator  Schoeppel. No. But  I  was just wondering, has the budget 
departm ent approved this, do you know ?

Mr. II alaby . The request tha t we made, Senator  Schoeppel, was 
approved  by the  Bureau of the  Budget and when the House requested 
an estimate of the cost of a hangar, we gave it to them with the 
knowledge and consent of the  Bureau of the  Budget. It  is therefore 
fai r to say tha t if the House and Senate voted $6 million for the 
four-bay hangar , which would be the only hangar at the airport 
when it  opens, th at the Bureau of the Budget is agreeable.

Senator  Schoeppel. Thank  you.
Mr. Halaby . They did not seek it but they will accept it.

CONTRACT PE NA LT Y PROVISIONS

Senator Magnuson. Ju st one question fo r the  record. As I  under­
stood it, there were no penalty  provisions put  into the original con­
tract , were there, under the construction contract ?

Mr. Halaby . I think I had be tter ask Mr. Tippetts.
Senator Magnuson. Well, will you furnish tha t for the record?
Mr. TirPETTS. There were penalties, Mr. Chairman, on airport  con­

struction contracts I would like to check for the record. The run­
way contracts originally had penalties in them. But  I would have 
to furnish the information more precisely for the record.
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(The information referred  to follows:)
All contrac ts for  const ruction of the additional Washington  airp ort,  excep t 

archite ctural and engineering services, development of a mobile lounge, and 
certain agreements  with  the State of Virginia, included a liquidatin g damage 
clause  in accordance with  the princip les set for th in section 1-1.315-2 of the 
Federal procurement, regula tions.

APPROACH LIG HT ING SYS TEM

Senator Magnuson. All right.
Now, I have a couple of general questions to get out of the way here.
The 1961 estimate for approach l ighting system was $7,307,000 and 

the House reduced i t to $6,800,000. You are not asking, as I  under­
stand it, for any restoration ? You thing th at is adequate ? Your plan 
was for $7,300,000.

Mr. Haeaby. Let me ask Mr. Tippetts to answer this if I may.
Air. T ippetts. Mr. Chairman, in the entire  terminal  area this figure 

of $6 million t hat  you have includes other  th an just approach lights. 
It  includes other type lights and other  items.

Eventually  every location th at has an instrument landing  system, 
is to be provided an approach ligh t system with sequence lighting. 
We are attempting to do this in 1962—tha t is the programing of every 
instrument landing system so as to have approach lights.

RUN WAY AND IDEN TIFIER  LI GHT 8

Senator Magnuson. I did not see any mention in the budget for 
runway and identifier lights. Is that included in here ?

Air. T ippetts. Sir, the runway end identifier lights—those are two 
high-intens ity lights and they flash from the ends of the nonins tru­
ment runways to help the aircr aft locate the ends of the runways.

Senator AIagnuson. Well, what I want to know, have you got them 
in this budget, do you have provision for them in the budget? They 
are relatively low-cost items, are they not ?

Air. Tippetts. Yes, they are, Air. Chairman.
Senator AIagnuson. But they are of a great  deal of value. Well, 

anyway, will you furnish tha t for the record ?
Mr. Tippetts. I will, sir.
There  are  no runa way  end identifiers, a s such,  in this  estimate.
Senator AIagnuson. One other thing I  wanted to ask. There do not 

seem to be any means of visual glide slope indicators.
Air. Tippetts. Yes, sir, this budget provides for 40 systems at a cost 

of $1,600,000.
Senator AIagnuson. And you think th at is sufficient ?
Air. TirrETTs. Yes, sir.
Senator AIagnuson. For  the progress of the program ?
Air. Tippets. Yes, sir, these will take care of the highest prior ity 

locations.
PROJECT HORIZON

Senator AIagnuson. AVell, then, Air. Administrator , I wish you 
would fu rnish for the record—you have got a project tha t is called 
Project Horizon.

Air. IIalaby. Yes, sir.
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Senator  Magnuson. Just give us a brief outline of the plans, the 
goals, and so forth and so on.

Mr. Halaby . Yes, sir.
(The information referred to follows:)

P roject  H orizon

Pro ject Horizon is a special tas k force estab lishe d a t the  direc tion of Pre si­
dent Kennedy to form ulate  a blue prin t for  the  Nat ion’s aviatio n developments 
in the period 1961-70. This  task force  is headed  by Mr. Fred M. Glass, execu­
tive vice pres iden t of the Empire Sta te Build ing Corp., who is assisted  by Mr. 
Stanl ey Gewirtz, formerly vice pr esid ent -admin istrator of W estern Airlines, Inc., 
who is the  vice ch air man ; Dr. Leslie A. Bryan, direc tor, In sti tu te  of Aviation, 
Univ ersity of Illino is; Mr. Gerald  A. Busch, on leave as corp orat e dire ctor of 
mar keting planning, Lockheed Ai rcr aft  Co rp. ; and Mr. Pau l Keiber, unt il re­
cently  ass ist ant general counsel of the  Air Tra nsp ort  Association.

This  tas k force, all with imp ortant  avia tion  backgrou nds, is charg ed with 
developing a stat ement  of nat ional avia tion  goals for  the period  between now 
and 1970 by defining the technical, economic, and mil itar y objectives of the 
Federal  Government throu ghou t the  broad  spectru m of avia tion.  These goals 
are  to be based on foreseeable technical and financia l capa bili ties  and form u­
lated in term s of the  app ropriate role of avia tion  in the Nati on’s tot al tra ns ­
port atio n system. The study  has  noth ing what soever to do with curre nt pro­
gram s or operation s and excludes ma tte rs of pecul iar concern to combat operat­
ing forces. However, the supp ort function  of avia tion,  genera lly, to mil itary 
requ irem ents  mu st and will be considered.

The tas k force has  contacted and has  been advised  by all imp ortant  aviat ion 
groups  of the Nation, as well as oth er Governm ent agencies, to determin e the 
problems and  require ments as  seen by such groups.

With in a sho rt period of time it is expecte d th at  the  Pre sident  will be pre­
sented  with a rep ort which sets  for th nat ion al avia tion  goals with sufficient 
definiten ess to fac ilit ate  prac ticab le long-range planning for  the  guidan ce of 
all Government agencies concerned in aviatio n mat ters .

F un ds  for Additional  Aircr aft

Senator Magnuson. And then in your budget you requested funds 
for additional aircraft. Wha t are those?

Mr. Halaby . By types, you mean ?
Senator  Magnuson. By types, yes.

PURC HA SE  OF AIRCRAFT

Mr. II alaby . We have nine airc raft  requested to be authorized,, 
and-----

Senator  Magnuson. How many airc raft  do you have now?
Mr. I Ialaby . 122 in 1961,1 believe, Mr. Chairman, and 126 in 1962.. 
Senator  Magnuson. All right.  And you are asking for an addi­

tional nine?
Mr. II alaby . Yes, sir.
Senator  Magnuson. And tha t is in the bill ?
Mr. Halaby . Yes, sir.
Senator  Magnuson. And can you tell us the types ?
Mr. II alaby . We have a large jet ; three light  twins;  two single­

engine airc raft,  in the regular facilities and equipment budget, and 
in the research supporting budget we have three airc raft , and the 
total cost of all nine a ircraft is estimated at $8,160,000.

Senator Allott. Will you describe them by types?
Senator  Magnuson. He has jus t described them.
Senator  Allott. Yes, but not sufficiently.
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Mr. Halaby. A DC-8, $7 million-----
Senator Allott. The DC-8, one, What is the  rest, Mr. Halaby ?
Mr. Halaby. Then three light twins. We have not specified the 

type because we would like to negotiate price and quality.
Senator Allott. All right. Three ligh t twins.
Mr. Halaby. And two single-engine.
Senator Monroney. Are those jets twin jets?
Mr. H alaby. No, sir.
Senator Allott. Two single, in the same category ?
Mr. H alaby. At $160,000, two ligh t twins and $150,000 as research 

and evaluation airc raft , we contemplate two Convairs and one Com­
mander.

Senator Monroney. I s it a jet Commander ?
Air. H alaby. No, sir. If  they get that  ready in time we could con­

sider it, bu t I  don’t think i t will be available for a couple of years.

US E OF TRAIN ING  AND COMM ERCIAL CRAFT

Senator Magnuson. Now, of course, this committee has always 
come into the question of whether or not you could not utilize some 
of the train ing and some commercial craf t tha t are now in existence. 
Wha t do you have for the record on tha t ?

Air. Halaby. AVell, sir, since we opened th is subject, I  have got to 
tell you tha t we have got an obsolescent airc raf t fleet in this Agency. 
Of  the 126 a ircraft about two-thirds are I)C- 3’s. Now the DC-3 is 
adequate for some of our tasks. We also have two large jets already 
under purchase, an Electra and very few additional modern air craf t.

We have given a lot of thought to leasing the time on jet aircraft.
Senator Magnuson. That is the point I was coming to. Why 

couldn't you lease time on commercial airc raft  ?
Air. Halaby. AVell, the first problem is tha t we cannot be sure of 

its availability because the airlines are the only owners of the a ircraft 
and they are trying to get the highest utilization tha t they can out 
of these very expensive airplanes. We might be able to lease some 1 
month and not in the next, tor example.

COST OF LEA SING

And the cost of leasing is very, very expensive. I yesterday saw 
the bill for trainin g two of our flight inspection pilots on jet aircraft, 
and to train those two men and give them 40 hours of flight time so 
tha t they could be fami liar enough to inspect other pilots cost over 
$110,000. And I believe that the hourly rate on a heavy jet is now at 
least $2,600 an hour.

Air. P rill. In tha t area. If  I could add one word, in our studies 
on leasing from the airlines as compared to purchasing, we found 
tha t by purchase we save enough in about 2 or 2y2 years to offset the 
purchase price.

Senator Magnuson. Why, I wanted to ask tha t and I always ask 
tha t and-----

LIST OF AIRCRAFT REQUESTED

Senator  Allott. I wonder if  we could not have, for the sake of the 
record and for the sake of appraising the obsolescence, the number of 
aircra ft by name and type and also their use, in other words you can
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just have three  columns giving the name of the  a ircraft and the type. 
Now, as I read your-----

Mr. Halaby . We could give you tha t rig ht now, sir.
Senator  Allott. Well, I  cannot remember, th at is the only trouble. 
Mr. Halaby . We will provide th at for the record.
(The information referred to fol lows:)

Assignment of aircraft by type and functio n

FAA-owned aircraft

AIRCRAFT OPERATED UN DE R THE “ OPERATION S”  
APPR OPRIATION

Aircraft  for facilities inspection and logistic flying:
Lockheed Constellation 749-A_________________
Douglas DC -4______________________________
Douglas D C-3 .............................. ......... . ........... .
Beechcraf t__________________________________
Fairchild C-123.............. . ...................................... .
Convair____________________________________
RB-57 je t ....................................................................
KC-135 jet ....................................................................

Subto tal__________________________________
Aircraft for tra ining:

Douglas DC -4______________________________
Douglas D C-3______________________________
Beechcraft_________________________ . . ______
Single engine je ts............... .........................................
Conva ir 880..................................................................
Boeing 720 ................................................................
Lockheed Elec tra L-188..............................................
Douglas DC-8 ...........................................................
Light twin engine....... .................................. .............
Ligh t single eng ine___________________________

Subto tal______ _________ __________________
Aircraft  for in-flight evaluation  and inspection  of air 

traffic control procedures, certificat ion and operational 
insi>ectional of airmen and ait craft, and  trausi>ortation 
of Agency personnel on official business:

Douglas DC -3______________________________
Beechcraft____ ______ ______________________
Cessna single e ngin e______ _______ _______ ____
Gulfstre am................................ . .................................
Single-engine je ts »_____________ _________ ____

Subto tal__________________________________
Subtota l, “ Operations” app ropriat ion_________

AIRCRAFT OPERATED UN DER  “ RESEARC H AN D 
DE VE LO PM EN T”  APPR OPRIATION

Aero Com mander_______________ ____ __________
Douglas DC-7....................................................................
Douglas DC -4......... . ........................................................
Douglas D C-3 .......... ........................................................
Gruman n SA-16................ . .................. ............................
Beechcraft_____________________________________
Tri-p acer.............................................................................
Convair____________ _________ ________________
Helicopter.............................. ........................ ....................
Single-engine jets.......... .....................................................

Sub tota l, "Research and  developm ent”  appro­
priatio n__________________________ ______

Total FA A ai rcra ft_____________ ___________

Actual June  
30, 1960

Estimate 
Jun e 30, 

1961
Est ima te 
Jun e 30, 

1962
New fiscal 
year  1962

2 2 2
1 1 1

42 54 54
15 2 2
1 1 1
5 5 5
1 1 0
1 2 2

68 68 67

2 0 0
7 7 7
2 2 2
2 2 2
0 1 1
0 1 1
0 1 1
0 0 1 10 1 4 30 0 2 2

13 15 21 6

2 2 2
13 12 12
1 1 1
0 1 1
2 3 3

18 19 19 0
99 102 107 6

0 0 1 10 1 1
2 0 0
1 1 0
1 1 1
3 2 0
1 1 1
2 4 6 23 4 4
4 6 5

17 20 19 3
116 122 126 9

i These aircraft are also used for limited facilities inspection.

71036 — 61------39



608 INDEPENDENT OFFICES APPROPRIATIONS, 196 2

PERSON NEL FOR AIRCRAFT OPERATION AND MA INTENA NC E

Senator Allott. All r ight , thank you.
Now, as I  read your testimony in the House hearings on pages 136 

and 137, you said that  you owned and operated 122 aircraft, and you 
said that your personnel, the persons to operate and maintain these 
at present, total 2,151 people; is that  correct, 2,151? I picked tha t 
up somewhere else; I  don’t see it.

Air. Halaby . I  would have to check tha t number. It  takes tha t 
many people, you say, to own and-----

Senator Allott. No ; to operate and maintain.
Air. H alaby . To operate and maintain the a ircraft.  Tha t must be 

a figure pulled out of the fl ight standards budget. Do you have th at 
figure, Air. Pr ill ?

Senator Allott. Oh, I  have found it  here on page 135, in the middle 
of the page. Air. Harper said that:

Fo r both operations, the  local maintenance and major overhaul  in Oklahoma 
City in 1961, which is for ope rating and maintaining 122 Agency-owned a irc raf t, 
we had  2,151 people. For 1962, we are  asking for  2,632 to m aintain  and operate 
126 aircra ft.

Tha t is an increase of almost 500 people to operate  4 more ai rcraf t.
Air. Tippetts. Alay I help out on that?
Air. Halaby . Yes ; we need some help on this one.

MA INTENA NC E DEPOT PERSONNEL

Air. Tippetts. Pa rt of this increase is 410 positions for the depot 
where we overhaul and maintain  the fleet. I t is not altogether on 
the basis of new aircraft. It  is additional utilization and maintenance 
of existing aircraft. We have programed the fleet into more hours 
per day which brings  them back for overhaul on a more frequent 
bas is; the 410 increase you referred to, is for  persons, depot personnel, 
in Oklahoma City to maintain the fleet.

Senator AIonroney . Well, how many people is tha t per aircraft?

PER SON NEL RATIO

Senator Allott. Tha t is 102.5 people for the 4 extra aircra ft; 
doesn’t it amount to that?

Air. Tippetts. Well, Air. Allot t-----
Senator Allott. For each of the four aircraft ?
Air. Tippetts. We cannot base it on the number of aircraft. You 

have to go into the hours o f utilization of the aircra ft; in some cate­
gories o f aircraft, utilization will be double. There are more hours 
and increased use of all the aircraft.

Senator AIagnuson. Well, tha t is about 20 people per airc raft,  
tho ugh; isn’t it?

Air. Harper. Alay I say one other thing? The complexity of our 
fleet changes. We have bought three large jets within the last year, 
and so that  the number of aircraft is not the true  measure. This 
table that we have will show the  kind of a irplane  th at we are putt ing 
into the fleet, and tha t these big jets are taking  a lot of  maintenance, 
as dist inguished from the smaller air craf t, and this  is p art  of the in­
creasing cost.
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JE T CREWS

Senator  Magnuson. Well, how many people tlo you need to operate a jet ?
Mr. II alaby . Well, I would say, Senator, tha t varies. The mili­tary  service-----
Senator  Magnuson. Well, approximately.Mr. II alaby . The military services would have one figure. A very austere airline  would have another. And we would probably have a thi rd figure.
Of the 2,151 people operat ing and mainta ining the aircra ft in 1961, we only had them operating one jet, as I  recall it, the KC-135, and it is difficult to say how many people we assigned to that airplane since we operate and mainta in an overhaul base and they deal with all of the airc raf t of the fleet.
The crew of the airc raft,  the KC-135, totals seven people includ­ing several engineers who operate flight inspection electronic equip­ment in the airp lane. The maintenance force assigned to tha t airplane is also assigned to other airplanes.
Senator  Magnuson. But  18 people per plane, on some of them more and on some of them less ; isn’t th at a high figure ?Mr. Halaby . Well, it seems high, but  we are in several different locations. You see, these aircra ft are assigned to four  different re­gions and in the case of Alaska, they are operat ing all over a very large area. This is not like an airline  operation.

TOTAL MAIN TENA NC E PERSONNEL PER  PLAN E

We are trying to make this aircra ft program as much like an air­line operation in utilizat ion and maintenance as we can. But we can­not schedule these airc raft  with the same efficiency and we have a variety  of airc raft  in the fleet, and an even grea ter varie ty than  the airlines have. So this is not an efficient kind of fleet to maintain.If  th is average number of maintenance people per airplane  is high­er than,  say, the military , it would be because of the variety  and the dispersion of the operation. I think  we ought to give you, however, some comparative data, and I would like to get it myself.Senator  Magnuson. You said i t was lower with the DC-3—whether you said it or not, would it be ?
Mr. I Ialaby . Yes, sir.
Senator Magnuson. You would not need anywhere near tha t num­ber, so tha t would make it  come down lower. You probably would need 18 for a jet, or maybe more than that , maybe, but you only got 2 or 3 of those; haven’t you ?
Mr. I Ialaby . The figures, the breakdown for maintenance in 1961— there were 891 people and for operations, 1,252, and it is proposed for  the fiscal year 1962 tha t the 891 in maintenance increase 401 to 1,301.
It  is not just because we are adding 9 a irplanes, but because we in­tend to get a much higher utilization out of a more modern form of airc raft . The operational group would only increase to 1,331, which is 79 addi tional people.
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LOCATIO N OF MAI NT EN AN CE  FA CILITIES

Senator Magnuson. Well, where do you do this maintenance? In 
your own hangers, or do you go into somebody else’s hangar?

Mr. Halaby . Well, the main overhaul base is at the Aeronaut ical 
Center at Oklahoma City-----

Senator Magnuson. 1 know, and you have about 500 or 600 people 
there, is that  right ?

Mr. Tippetts. Well, it would be 1,301 in 1962.
Mr. Halaby . All at Oklahoma City.
Senator Magnuson. And all on maintenance?
Mr. T ippetts. Or standardization.
Senator Magnuson. For 126 airplanes.
Mr. Tippetts. Tha t is right.
Senator Magnuson. Of all types?
Senator Alwtt. Well, this seems high to me.

OPERATION AN D M AIN TE NANC E FU NDS

Now, am I  correct, for fiscal year 1961, your operation and main­
tenance funds were $32,254,000, is tha t correct?

Mr. Halaby . Tha t is the total operation and maintenance.
Senator Allott. Yes. And you scheduled—and tha t is given on 

page 136 of your testimony—in 1962 this jumped up to $40,861,000, 
or $8 milion more-----

Mr. Halaby . Tha t is right.
Senator Allott. Have you ever run any comparative costs for 

maintenance with any of the private airlines?
Mr. H alaby . If  we have, I have not seen them. Have you done so, 

Mr. P rill?
Mr. Prill. No, I don’t believe we ran any comparative costs. 

There is no way tha t we can compare it. One of the maintenance 
problems is that we are not flying an airline-type of airplane. These 
are filled with special electronic gear for checking the navigational 
facilities on the ground.

We have three sets of separate methods of f light checking. One is 
for the high-flying equipment, the jets; one is for the medium 
alt itude, which is going into circulation now, the Convairs, and with 
the same engine as the Elect ra; and then the low-altitude airplanes.

This equipment is sensitive and they have to learn the curves and 
how to maintain it. This is a big part  of our program.

TOTAL JE TS

Senator Allott. The new jets tha t you want, the DC-8, tha t will 
bring  your total jets to three ?

Mr. H alaby . No.
Mr. Prill. We have two KC-135’s, a Convair 880, a Boeing 720, 

and a DC-8, if authorized.
Mr. H alaby . And when he says “we have,” we have on order.
Mr. P rill. All except the 880 will come next month.
Senator  Alwtt. So it is not the DC-8 tha t you want?
Mr. Halaby . Yes, it  is.
Senator Allott. You want that in addition ?
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Mr. H alaby. By July 15, jets in the fleet will be two KC-135 
planes which are similar-----

Senator  Allott. Yes, I remember when we authorized those.
Mr. H alaby (continu ing). To the  707. We would have a Convair 

880, a Boeing 720, and if you authorized it, a DC-8.
U SE S OF  OTH EB  TY PES OF PL A NES

Senator  Allott. And these will all be used at high-altitude test 
work ?

Mr. H alaby. The DC-8 is primarily  designed for training FAA 
flight inspection and engineering personnel who have to go out and 
check pilots and engineers operating  DC-8’s in the airlines.

Senator Allott. And is t na t what your 707 is used for?
Mr. H alaby. Tha t is what the 720 is used for. That is a train ing 

aircraft. But the twTo KC-135’s are loaded with this avionic equip­
ment Mr. Pri ll referred to and they inspect, usually at great alti­
tudes, the calibration  and accuracy and current conditions of naviga­
tion and traffic control aids.

Senator Allott. How many of those new Convair turboprops—I 
don’t know wha t the designation of t hat  i s; I have forgotten.

Mr. P rill. Modified 440, sometimes called 540.
Senator Allott. Yes, I remember now. How many?
Mr. H alaby. Five. The first one with Allison engines was accepted 

the day before yesterday. Three to go.
Senator Allott. And you have one Electra  ?
Mr. H alaby. Yes.
Senator Allott. Has that been modernized ?
Mr. H alaby. Well, it was the test airplane tha t was wrung out by 

the company. It  is not only modified but very severely tested.
Senator Allott. H ow many other turboprop planes do you have 

and what are they used for ?
Mr. Halaby. Well, sir, the Lockheed Electra is the queen of our 

turboprop fleet and five Convairs with modified engines and one 
Grumman Gulf Stream, which is very similar to the 540, tha t is used 
for research development work—and other airplanes  which we were 
very fortunate, I think, in pick ing up  from the milita ry at no cost at 
all and are being put into training.

Senator Allott. Wha t is the Gulf Stream used for?
Mr. Halaby. The Grumman Gulf Stream is a  turbop rop 10-place 

airc raft  which we are using for a varie ty of purposes—including ad­
minist rative and flight tra ining. In fact, a few weeks ago it  was in­
volved ful l time in carrying ILS. marshals back and forth to Mackin 
Field  in Alabama as were several o thers of these a ircraf t in  response 
to an emergency request from the  Attorney General.

Senator Allott. And I hope th at you billed the  costs to the  Attor­
ney General.

Now, just one other question-----
Mr. Halaby. On the  subject of modernization, I think it is impor­

tan t to point out that we have 54 DC-3’s in this fleet and a total  of 
about 20 different types of airplanes. It  is the  kind of a thing tha t 
has grown up over the years as the Agency was able to scrounge 
money and authorizations.
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I t  is no t an ything  th at  anybody des igned as an efficient fleet of  
ai rc ra ft .

Sena tor  Monroney . An d you hav e qu ite  a lo t of wa r surpl us?

WAR SURPLUS

Mr. H alaby . And  a  lot  o f it is wa r sur plu s. I  would like  to br ing 
in some b et te r plan ning  and manag ement  in to  th is  and I  wish I  had 
time wi th my colleagues to do so thi s ye ar  b ut  it  does no t make sense 
to try  to  do i t too fast , a nd  I  have to t ell  you t h a t I  wo uld like to  come 
here next year with  a much more  mo der n an d sensible fleet opera ted  
wi th gr ea te r u til izat ion a nd  efficiency.

But  I  th ink th at  wTe have made the case to the Hou se commit tee 
and the y have au tho riz ed  these nine ad di tio na l ai rc ra ft . I can only 
assure you we will  get  the  maximum ou t of  them  t hat  we can.

ADM INSTRATIVE AIRCRAFT

Senator  A leott. Bes ides  the  G ulf Str eam,  how  many of these o the r 
ai rc ra ft  do you use a dm ini strative ly?

Mr. H alaby . Well here in the Wash ing ton  are a we have at  leas t 
two  DC- 3’s th at  are  pr im ar ily  used fo r trai ni ng , flig ht prof iciency, 
occas ional  emergencies, ope rations  such  as Op era tio n Fa irl ip  to Ma x­
well Field , and adm inist ra tiv e work.

In  each of the  reg ions we have one and occa sionally  more  th an  one 
ai rc ra ft  which is there  fo r the  same com binatio n of tra in ing,  cu rre nt  
flig ht profi ciency and occasional emergency use. We do not have  any 
ai rc ra ft  that  I  t hi nk  it  is prop er  to say is u sed o nly  f or  ad mi nis tra tiv e 
purposes.

Senator  A llott. In  a region like  C olo rad o o r any  o the r p lace—Mr. 
Kimb all  is there  and  he has  done, I  th ink,  a fine job—w hat kind  of 
cr af t does he use fo r admi nis tra tiv e pur poses  an d fo r ge tting  a rou nd 
in ? Or  wha t do the  regio nal people  use ?

Mr. H alaby . Well, oft en  we req uir e them to  rent  an ai rp lane  on 
an  hourly basis from the local fixed-base opera tor . I th in k th at  
H ar ry  Coombs p robably  has m ore bus ines s fro m the  F A A the re than  
anyone else------

Senator  A llott. Bu t there  a re no ai rc ra ft  fixed in a region, usu ally  
in a region for j us t ad mi nis tra tiv e p urp oses?

Mr. H alaby . No. And  when I  said  “ reg ion ,” I was th inking  more 
of the  a dm inist ra tiv e reg ion al head qu art ers w hich are  at  Los  Angele s, 
Fort  Wort h, Ka nsas  Ci ty , New Yo rk and la te r th is year in Atla nta,  
which hav e at  lea st one DC -3 in each  case. Those  are  occasion ally 
used by men like Ki mba ll in Denver bu t more oft en than  no t they 
rent  ai rc ra ft  fro m a local  fixed-based opera tor . In  Alask a and  
Ha wa ii we hav e com pletely  dif ferent  pro blems because  of  the grea t 
distance s and  the need  fo r tak ing e quipm ent  an d ma ter ial  out r ap id ily  
to a sta tion t ha t may have gone ou t of commission.

We have  used t he  ai rline s w here ver we can bu t we have to have some 
Con ste llat ions in Ho no lulu  and  some DC-3 ’s up  in Alaska.

Senator  Allott. An d now las t ye ar  we go t int o the  ques tion  of 
repa ir,  ma jor o ver hau l of these-----

Senator Magnuson. That  was in the  tr ust  te rr ito ry . Are the y 
sti ll in operat ion  ou t th ere ?
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Mr. Prill. I believe so, Senator. I have not heard in the  las t few 
weeks on the subject but they were under contract with  Pan American 
Airways and worked out an arrangement with the Department of 
Interior. They had a fire and records were completely destroyed and 
I have not heard in the last few weeks.

Senator Magnuson. All right. Than k you.
Now, you say you are asking approximately $40 million for main­

tenance and operation of th is fleet.
Mr. H alaby . Tha t is the figure.
Senator Magnuson. And unless my arithmetic is wrong tha t is 

$319,000 per year per airplane. Of course, some of them would re­
quire tha t and more but with all of these DC-3’s I  don’t know how 
you get up to that  figure of $319,000 per airplane.

Mr. H alaby . Well, the operation pa rt of tha t is very impor tant. 
These are pilots and engineers who are in the upper  grades  a lthough 
they are not paid  anywhere near what the airline  pi lots o r engineers 
are paid.

SALARIE S AND EX PE NS ES

Senator  Magnuson. These are salaries?
Mr. H alaby . These are salaries.
Senator Magnuson. And repairs of equipment, equipment aboard?
Mr. H alaby . Yes, sir.
Senator Magnuson. And gas ?
Mr. H alaby . Fuel.
Senator Magnuson. But tha t is an awfully high figure, $319,000 

a year when you consider that  a lot of them are DC-3’s.
Senator Allott. And less.
Mr. H alaby . The number of hours operated and the efficiency with 

which the system is maintained  is more proper ly the test than just  
dividing the total cost by the number of airplanes.

Now some of these a ircraft are research and development ai rcraft  
and they are down, most of them—for example, they are having test 
equipment installed, so you get very littl e utilization on these test 
airc raft.

Senator Magnuson. Then it should cost less.

M AX IM UM  U TIL IZ A TIO N

Mr. H alaby . And then some of them are in the air—what is the 
maximum utilizat ion ?

Mr. Prill. About 250 hours a year  on some of our airplanes. The 
flight inspection airplanes  are just gett ing into service now and the 
objective, we could expect reasonably to step up as we learn how to 
operate them and how to maintain them—but 250 hours is a very 
respectable figure compared to the airlines.

BREAKDOWN OF PLAN E MAINT EN AN CE  COST

Senator Magnuson. Well, is $319,000 a respectable figure?
Mr. Prill. Well, I don’t think tha t you can compare-----
Senator Magnuson. I know, but suppose you had 126 airplanes and 

suppose it cost $319,000 to maintain each one, as I break it down. 
Of course, the DC-3’s would not cost th at much, would they?
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Mr. H alaby . We ll, it depends so much  on the  purpo se of  the  flig ht 
and  the  uti liz ati on  you are  ge tting . I  wou ld guess  th at  $319,000 per 
air pla ne  in the  air lines wou ld be very,  very low because the y are 
ge tting  such  hig h uti lization  out of  the m th at  the  fue l costs go up 
trem end ously  and  the overall costs are so lar ge  because the y run so 
man y hours  p er  month and  so they have t o pu t in fo r major  overhau l. 
I t  depends  en tir ely on the purp ose  of  the  flight.

The research fligh t may occu r once every  week fo r 2 minutes  and  
the y get  $1 mi llio n worth  of da ta.  Th e fac ili ty  fligh t check , which is 
$11 million wo rth  o f th is cost, goes on in a rou tine fashio n day af te r 
day af te r da y much like  an air lin e opera tion, and so------

Se na tor  Monroney . Wo uld  th is  be correct ? You  say y ou will have 
six j ets  th is coming year ?

Mr. H alaby . Yes,  sir.
Sena tor  Monroney . And you said the ren tal  of  a je t when  ren ted  

wi tho ut crew  or m ain tenanc e was $2,600 pe r hour ?
Mr. H alaby . Yes, si r.
Se na tor  Monroney . Then wi th s ix je ts------
Se na tor  Magnuson. Tha t is if  you re nt  it  and  run it. You  could 

rent  i t by the day and it would no t cost you  24 times $2,600, would  it, 
if  you ren t a j et fo r a day?

Mr. H alaby . That  is $2,600 pe r flig ht hour.
Se na tor  Magnuson. Yes.

FU NDS  FOR OPERATION OF JE TS

Sena tor  M onroney . Tha t is wh at  I  am think ing,  the  u til izat ion of 
six jet s a t $2,600 fo r just the  ai rc ra ft , no crew  or  ma intena nce  or 
enginee r, would be with six ai rc ra ft  $15,600 pe r hour. On an 8-hour  
day  i t comes out to $424,800 per  da y if  these planes ar e used on a r eg u­
la r 5-day week schedule. You hav e a pr et ty  big  h unk of  m oney tied  
up  in ju st  your  je t opera tion s, and you  assume th at  the  ren tal  costs 
would be somewhat rel ate d to  the  ot he r expenses------

Se na tor  Magnuson. Th e D C- 3------
Se na tor  M onroney . No ; I  am ju st  f igur ing  the  je t. An d so i f you 

go t a 300-day year,  then  let  me see—it  figures ou t if  I  am math e­
ma tic all y cor rec t—off the  r ecord.

(Discussion  off th e r ecord.)

REQ UEST FOR BREAK DOWN  OF COSTS

Se na tor  Magnuson. I  do no t kno w wh eth er th is is high  or  no t 
because I  do no t know th is,  bu t I  do th in k we ought to hav e some­
th in g in the record , a breakd own of  thes e thi ng s so we can ju st ify 
spendin g $40 mi llio n fo r the op era tio n and maintena nce  of  126 ai r­
plan es.

Se na tor  A llott. Tha t is correct , and  on t he  $2,600 an hour , on th at  
you  have t he  o rig inal pur cha se pr ice  a nd  the dep rec iation and dep le­
tio n, and everything  else, ta ken in to  co nsider atio n which these g entle­
men do no t hav e to  conside r in th is  th in g because  it  all comes ou t of 
th ei r ca nit al accounts.

Mr . H alaby . We ll, let  us tr y  to pu t it  t ogeth er fo r the record , an 
analy sis  of  it. Now, the troufele is, there is no t any othe r fleet like  
th is ------

Se na tor A llott. Tha t is lu cky .
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Mr. H alaby. Maybe it is unfortunate in some respects that no other 

agency or pilot organization inspects airways the wav that the FAA  
is required to do, no other agency or airline trains flight inspectors 
and flight engineer inspectors, and so the purpose, the function is 
different and therefore the operation is different.

I think tha t we can get some data on certa in kinds of aircraft, let 
us say, operated by the Air Force, if they will give us the data and per­
haps we can get some comparable a irline to furnish operational data 
on a par t of our function tha t seems more like the airlines do than 
anything else—but you are going to get an orange being weighed with 
an apple, I am afraid.

Senator Magnuson. When you say flight engineers, is this par t of 
thei r salaries in this figure—no ?

Mr. Prill. It  is.
Mr. H alaby. Our flight inspectors.
Senator Magnuson. They are included in this figure?
Mr. H alaby. Yes, sir.
Senator Magnuson. In other words, the salary ?
Mr. H alaby. The fuel and-----
Senator Magnuson. Everything is included in this?
Mr. H alaby. Yes, sir.
Senator Magnuson. And they are not paid by your general admin­

istrative account?
Mr. H alaby. No, sir. The only thing  not included is the new avi­

onic equipment that we would install in i t and depreciation on the cost 
of the airplane. Everything else is in this $40 million.

Senator Magnuson. Suppose that  a part  went wrong. Would th at 
be included in this? Suppose you put a machine in and had to get a 
new part. Is tha t included in this?

Mr. H alaby. Since we are getting into it this far, perhaps I can 
give you a quick breakdown of the amount of money: $11 million of it 
is for  the pilots and engineers and crew people and for facility  flight 
checking, checking the airways, navigation control systems. That is 
38,763 hours  for $11,151,000, for training  our people to check on the 
people we regulate, 20,331 hours at $6,992,000.

In fact, we can pull this out of the book and put it into the record.
Senator Magnuson. Yes; do that. Tha t will give some idea.
Mr. H alaby. For  logistic support to remote facilities, $900,000; for 

major overhaul and modification, where a lot of material goes, 
$10,088,000.

COMPARATIVE COSTS

Senator Allott. You are going to supply some comparative figures 
on your overhaul ?

Mr. H alaby. Yes, sir ; we are try ing to make a bette r case than we 
hnve got here.

(The information referred to follows:)
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F ed er a l  A v ia tio n  A gen cy

Aircra ft program— 1962 budget es timate

F li g h t ho ur s Posi tio ns A m oun t

1. ANALYSIS BY FLIGHT ACTIVITY

O pe ra tion s ap pro pri at io n :
Fac il it ie s (Tight c he ck in g_______ ______ __________________
F li gh t tr a in in g ________________ __________ ______________
Lo gi st ics su p p o rt  to  r em ote  faci li tie s________ _____ ______
In -f li gh t ev a lu at io n  and  in sp ec tio n of  a ir  traf fic co ntr ol

pr oc ed ur es _______ ____ . ____ _____ . ______ ____________
F li gh t op er at io ns  job  p er fo rm an ce  a nd  pr of ic ie nc y . . ...........
C onst ru ct io n  i ns pec tio ns  a t  Fed er al -a id -a irpo rt  p ro je c ts .. .
M aj or ov er hau l an d  m odif ic a ti ons_____ ______ __________
P ro gra m  d ir ec tion and  a na ly ti ca l se rv ices ................................

$.37,763
20,331 
3, 445

13,732 
36,907 

900

$1,012
307

75

45
50

639
504

$$11,151,522 
6,9 92,000  

894,234

809,181 
1,2 30 ,27 0 

16, 665 
10,088 ,000 
6,5 15,128

T ota l,  op er at io ns  a pp ro p ri a ti o n ________________________
Res ea rc h and  dev elo pm en t ap pro pri at io n : T est s a n d  ev a lu a­

tion  o f sys te m s an d  eq u ip m en t____________________________

114,078 

5,628

2,632

0

37 ,69 7,000 

3,1 64 ,30 0

Tota l 2,632 40,861 ,300
2. ANALYSIS OF PROGRAM OBLIGATIONS

O pe ra tion s ap pro pri at io n :
Cos ts  co m par ab le  to ai rl in e or  ex ec ut iv e fle et  oper at io n:

Airf ra me and  e ng in e line  m a in te n an ce ...... ........... ...........
A ir fram e an d  eng in e m aj or in spec ti on .____ __________
A ircr af t fu e l________________________________________
F li g h t crew  pers onnel_______ ______ ________________
A ircr af t p a rt s  a nd  s u p p li e s___________ ______________
M odi fica tion pro je ct s............................ ...................................
P ro gra m  dir ect io n , re n ts , u ti li ti es , an d  in d ir ec t 

e x p e n s e .. .____ ________ ____ _______ ______________

S u b to ta l____ _________ ____ ______ _____ _______ _

Cos ts  u n iq u e  to  FA A :
Avi on ic s line  m ain te nance_____ ______ ____ _________
Avion ic s m aj or  i n spec ti on___________________________
M odi fica tion  p ro je ct s......... ...................................... ...............
D a ta  pr oc es sing  a nd  an aly ti ca l se rv ic es ________ _____
R en ta l or lea se of  a ir c ra f t. .............. ............. .........................
la n e  s uper vis io n  an d  d is tr ic t o ffice  o per at io n  _______
P ro gra m  dir ect io n , re n ts , u ti li ti es , a n d  in d ir ec t 

ex pe nse ............................................. ............... ............... .........

S u b to ta l__________________________________ _____

T o ta l op er at io ns appro pri at io n  _____ ___________
Res ea rc h an d  dev elo pm en t:  A ppro pri at io n co st  un iq ue  to

FA A  line  m ain te nan ce , oper at io n , an d  o verh au l..... ............. ..

T o ta l................................................................................................ .

64,523

5,628

119,706

620
302

525

62

218

1,727

5,781,000  
2, 32 3, 0(X) 
2,974,  TOO 
4, 720, TOO 
4,831,  (XX) 

381,000

2, 703,000

23,716 ,000

265 2,672,000
130 969,000
38 735.01 Hl
81 1,023,000

131 5,324,1X10
146 1,840,000

114 1,418,000

905

2,632

2,632

13,981 ,000

37,697 ,000 

3,1 64,300

40,861,300

1. COSTS COMPARABLE TO AIRL INE OR EXECUTIVE FLEE T OPERATION

(a)  Operation and m aintenance
Based upon a comparison of avai lable  (lata, FAA operat ion and main tenance 

costs are  substantially higher  for those  items which are  comparable to air line  
operat ion. The reasons for higher FAA costs are  as fol low s: Flight checking 
the natio nal system of air  naviga tiona l faciliti es at  low a ltitu des  requ ires  a  wide 
dispe rsal of air craf t. This resu lts in a higher rati o of takeoff and land ings to 
flight hours  flown, which in turn increases  fuel consumption and rou tine  main­
tenance checks per hour flown and considerably  reduces the annual flight hour  
utili zatio n per air craf t. The 1962 budget  provides for an annual util iza tion of 
approximately  1,100 flight hours for  Douglas DC-3 ai rc ra ft as compared to 
approximately  2,000 hours  per yea r for a norma l airl ine  opera tion. Agency 
Douglas DC-3’s are  equipped with  larger  engines than the  airl ines  comparable 
air cra ft.  This  is necessary to operate at  higher gross weigh ts to accommodate 
the  heavy special ized electronic labo rato ry equipment used to measure naviga­
tion f aci lity  perform ance. Fuel consumption, for  the larg er engines, is generally 
25 to 30 gallons  per hour higher  than those used by ai rlines.

Var iation in routes and itinera ries precludes planned refue ling and storage 
of bulk fuel supplies. Consequently, the  Agency is forced to pay from 20 to 45
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cent s per gallon for gasoline  in the contiguous 48 States and up to 73 cents per 
gallon  in Alaska. Use of mil itary fuel is accomplished where possib le; however, 
hilling  procedures,  on-base coordina tion, delays, et cetera, develop into man­
power and air craf t avai labi lity  loss to the extent that  possible savings are  offset. 
Agency flight crew personnel devote only one-third of the ir available  time to 
in-flight duties.  Approximately two-tlii rds of the  availab le flight crew man­
power is required for ground duty, processing flight inspec tion data due to the 
specia lized n atu re of flight ope rations the Agency is engaged in.
(6 ) Overhaul

Agency majo r overhaul costs compare favorably  with  known indu stry  costs. 
Average  overhaul expenses for a Douglas DC-3 in-house costs $48,000 as com­
pared  to $33,000 on commercial contract. The additional cost by FAA versus  
commercia l contrac t is assoc iated  with  the major main tenance of avionics equip­
ment th at  is unique to Agency ai rcraft .

2 . CO ST S U N IQ U E TO FA A

Item s included under thi s category are  cost fac tors  unique to the type of 
operation  conducted by FAA and which therefore would increase Agency costs 
beyond those in a comparable airl ine  operation. The needs for these items are  
occasioned by the type and natur e of the Agency activities required for flight 
checking  ai r naviga tion faci litie s and testing and eva lua ting  systems and equip­
ment. In total they represen t 42 percent  of the  air craf t program.

Fac iliti es flight checking necessita tes the rout ine main tenance, major over­
haul, and modification of specialized airbo rne elect ronic laboratory  equipment  
that  is used to measure  navigation facil ity performance. Da ta processing and 
ana lytical  services include the personnel engaged in the reduct ion, analysis, and 
publication of the data collected in the faci lity flight check operation.

Distr ict  office operation involves the coordina tion and schedul ing of the various 
flight check activitie s and includes the specialists who analyze the flight pro­
cedures based upon the demonst rated  performance of both term inal and en 
rou te a ir navigation aids.

Also included under this  category is the cost of rented or leased air cra ft which 
is required pr imarily  for  th e flight tra ining of Agency f light operat ions inspectors 
and agents who deal with both airl ine  and general operations.

All program obligat ions financed from the R. & I), appropriat ion are  con­
sidered unique to FAA. This  port ion of the Agency ai rc ra ft program consists 
of the  testing and evalu ation  of systems and equipment to obtain  greater effi­
ciency and safe ty in the nat ional avia tion system ; a substan tial  portion  of this  
cost is associated with the installation and removal of tes t equipment and com­
ponents and related ai rc ra ft modifications required to support the test ing and 
eva luat ion effort.

M A IN TEN A N C E ON CON TRACT BA SI S

Mr. P rill. A couple of points, if I may. We do a great deal of 
maintenance on a contract basis, and the biggest contract is with 
American Airlines  at Tulsa. They do and will do much more efficient 
contract work on what we call the routine maintenance and our engine 
overhaul work of this sort on all of the jets, including the Electra. 
They are also doing the work on our DC-7 research airplanes in the ir 
New York base, so a considerable amount of this maintenance money 
is contract  money.

We also contract with the Air  Force fo r the  KC-135 service a t An­
drews Ai r Force Base and at the maintenance base in Oklahoma.

Sena tor Magnuson. Off the record.
(Discussion off the record.)
Mr. Halaby. Occasionally an airplane goes back to the manufac­

ture r, such as Boeing-----
Senator Magnuson. And is tha t included in your $40 million ?
Mr. P rill. Yes.
Senator Magnuson. All right then, pu t your breakdown in so that  

we will have something.
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AUTH OR ITY  IN  ACC IDENT CAS ES

Now ju st  a coup le of gen era l ques tions . When the  CA B was here 
before us we wen t into the prob lem of the  def ini tion  of au thor ity  on 
acc ident cases; las t year we went into  th is mat ter . W ha t is th e sta tus 
now between the  F A A and the  CAB in an acc ide nt case? We  know 
th at  they have an acc ident invest iga tion group an d obviously you 
folks too. W ha t is the  division of au thor ity  or wh at  i s the  lias on or 
wh at is the  situa tion ?

Air. H alaby . Well, firs t you have  a  new chair ma n of the CA B and 
a new Ad mi nis tra tor . We  have worked  very closely  toge ther  to 
define thi s d elinea tion a nd  I  th ink the  w ork ing  und ersta nd ing th at  we 
hav e is th at  unde r the  ac t the re is ov er lapp ing  au thor ity  to con duc t 
ai rc ra ft  inv est iga tions an d acc ident-preven tion stu die s; th at  in  the 
lig ht  of th is we wil l work wi thin the  leg islation  and the leg islative 
his tory  and try  to make as lit tle  unproductiv e du pl ica tio n o f  th is  as 
possib le.

Now, to div ide  it  up , the y have by leg islation  responsi bil ity  fo r 
asc ert ain ing  t he  p rob abl e cause of  the  acc ident an d we h ave  no ques­
tio n a bout that . We  hav e simultan eou sly  th e responsi bil ity  fo r de ter­
minin g wheth er the  acc ident was caused by some cause  th at  we can 
cor rec t im media tely  with in t he F AA fa cil ities an d capa bili ties .

So th at  the y look to  find wh at was the  pro bab le cause  and they  
make a  semi judic ial  f inding.  We look t o see wh at we could do im med­
iately  to  keep the  air wa ys  clea r an d safe.

W ith  resp ect to ce rta in  inv est iga tions the y delega te to us the re­
spo nsibil ity  fo r ascerta ining  cause  and the defi nition of  th at  is acci- 
clents inv olv ing  ai rc ra ft  weighin g less than  12,500 pounds. So th at  
we do a grea t d eal of acc ident inv est iga tion work fo r the CAB.

Sena tor  Magnuson. You do your  part  and they do th ei r pa rt.  
Maybe some of i t o ver laps, some of it  is dupli ca ted .

CIVIL AERONAUTICS BOARD REPORTS

Then you come to the ques tion  and the conclus ions  and repo rt  to 
the  public  on why  th is hap pen ed.  Who  give s th at  r ep or t out?

Mr. H alaby . Th e C ivi l A ero nau tics B oard.
Sena tor  M agnuson. The Board , so t hat even tho ugh you may  be in 

some disagr eem ent  as between your  p eop le and the CAB as to how it 
happene d or  wh at hap pen ed,  the fina l conc lusion is reac hed  by the  
CAB and made pub lic  by them ?

Mr.  H alaby . I  be lieve th e answe r to  th at  is “Yes.”
Mr.  P rill. Yes.
Mr. H alaby . An d the y pub lish the res ult s of thei r findings on the  

less than  12,500 pou nd  ai rc ra ft  accidents.
Mr. P rill. We  work  very closely as a  team.
Se na tor  Magnuson. Suppose th at  they come to a conc lusion th at  

you  do no t th in k is jus tifi ed or  m aybe  you come to a dif fer ent conc lu­
sion. I t  is  s til l th ei r conclusion, isn ’t it ?

Mr. P rill . Oh,  yes. I t  does not ha pp en  of ten .
Se na tor  Magnuson. I hope  it  wil l no t happen aga in, wh at  ha p­

pened las t y ea r w here  the Se na tor  from  Oklahoma  ha d to sit  as  refere e 
betw een the two  agencies  on an  acc ide nt an d the  publi c was pr et ty  
confuse d when th at  happen ed.
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SAF ETY  SQUAD

Mr. H alaby. True, and it is to anticipate and avoid tha t public 
confusion about governmental responsibility tha t Mr. Boyd and I 
have worked out a scheme whereby we form a so-called safety squad, 
and over the coming months we are going to try  to exercise our ability 
to go into these tragic situations and get the facts, get the systems 
working r ight  and get him sta rted on his finding of probable cause in 
a more unified, substantive way and also to create a clearer single voice 
of the Federal Government in a tryin g situation like that.

Senator  Magnuson. Yes.
Mr. H alaby. And if the military conduct exercises in all par ts of 

the world, my thought  is th at we may be able by th is kind of exercise 
to do a better job for the public.

Fortunately, we have not had an ai r car rier fata lity recently and it 
has not been necessary to test this.

Senator Magnuson. How does this work ?
Mr. Halaby. This cooperative facility-----

CHECK ON FOREIGN PLA NES

Senator Monroney. Of course, to break even, the fact tha t you do 
some valuable work which is not generally known. For example, 
we have no supervision over foreign air carriers. We have no ri ght 
to inspect their  equipment even though much of the equipment in­
volved in accidents is American made equipment. But if an accident 
occurs, the FA A experts go and check a ir frames for mechanical and 
struc tural  failure so we will be able to institu te corrective action to 
prevent future accidents. Is tha t correct ?

Mr. Halaby. Tha t is correct.
Mr. Prill. And we have a man in Europe  right now in Brussels.
Senator Monroney. But the CAB does not have tha t righ t because 

they are charged only with investigating domestic accidents?
Mr. Halaby. Well, my unders tanding of the agreement between 

us is tha t we have in each of these instances consulted to determine 
who could grasp the position on the scene and get the answers for  both 
agencies and in at least one case we will send one from each agency 
because the men are available with the r ight capabilities. I just hope 
tha t we have an era of very close cooperation. We hope that because 
surely there cannot be too much work on accident prevention or on flight safety.

CO MPLAINTS REGARDING REGU LATIONS AND PRACTICES

Senator Magnuson. Now, Mr. Halaby , you are generally famil iar 
with the complaint of the  priva te operators  about the FAA in rela­
tion to certain regulations and certain practices. I know that  I sent 
down to your office a sort of a bill of particulars on th is m atter some 
weeks ago. And Senator Engle has had a bill of particulars. And 
I was wondering whether or not there has been modification or any 
conferences or any plans regarding the many, many—sometimes not 
necessarily complaints but suggested changes made by the operators 
of private  aircra ft.

Mr. Halaby. Well, I think the first th ing tha t-----
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Senator  Magnuson. An d I thi nk  the  associ ation has sen t down some 
bill  of  par tic ulars, a nd  I am su re you w ill find th em------

Mr. H alaby . Yes, s ir. I am quite fa m ili ar  with  them . I  have  been 
a pr iva te pi lo t most of my life  and  a lit tle  fa m ili ar  wi th the li ttl e 
guy in  aviatio n.

The first  th in g th at  I  th ink is im po rta nt  to establ ish  is th at  the 
lar gest segm ent, the  most num erous segmen t of  av iat ion  is th is sma ll 
pla ne  pilot,  the  pr ivate pilots , the  executive ai rc ra ft  pilo ts. Th ere  
are  more  of  them  and they have a gr ea ter va rie ty  of  equ ipm ent  and 
more ofte n the n not the y are  less equ ipped th an  th ei r ric he r broth ers  
an d b igg er br oth ers  in th e sky .

Bu t they are  Am erican  citiz ens  and  they  hav e a sha re of the  ai r 
ju st  like a mili ta ry  je t or  a large  pas senger  ca rrying  air line.

And they wa nt to have  th at rig ht  t o recognize t h a t t hey  a re ge tti ng  
th ei r fa ir  share . An d I th in k the  m ost im po rtan t th in g we can do is 
to  crea te the imp ress ion th at thev  are  a mem ber  o f the  avi ation  com­
mun ity , t hat  they have  r ig ht s and privilege s like everyone else.

We  try very ha rd  to  mee t with all of these gro ups, go and  ta lk  to 
the m abo ut th ei r pro blems and  let  them  pa rt ic ip ate in the  def ini tion  
of  these problem s and th ei r solu tion.  So we ha d abo ut six meetin gs 
which  we called air -sh are mee tings wi th the  smaller plane pilots  all 
over the  Un ite d State s and we have lis ten ed to the m and we have 
tr ied to g et ideas fr om  each o f them.

Th ere are  abo ut 300,000 air me n’s cert ifica tes out and we wrote a l et ­
te r to each one of these airmen and asked about th ei r thou gh ts and 
ideas . We got several tho usa nd repl ies and we a re pu tt in g into effect 
some of th ei r ind ivi du al suggestions.

An d we m et with the air plan e owners and  pil ots  associat ion, which 
is one of the m ost vigorous and active proponents  o f the  r ight s o f p ri ­
va te pilots  and  I  have been wi th th ei r pr incipa l officers and T hav e 
met wi th th ei r boards of dir ector s and  I  hope  I  conv inced them th at  
we re ga rd  them as cit izen s of th e air  as well as th e g rou nd.

W ith  respect to specific suggestion s the y have made, they are  very 
much in fav or  of th is  gen era l avi atio n pro vis ion  of  the  Federal  A ir ­
po rt Act of 19G1 and th at  it  is meetin g to  a large ex ten t one of th ei r 
pr incipa l desires abo ut ai rp or ts—they wou ld like more, na tura lly .

We  have  h ad  them in and discussed wi th them ou r pla ns  fo r devel­
op ing  fo r pr ivat e indu st ry  cheap dis tance measurin g equ ipm ent  sets 
and wi th respec t to  a beacon th at  will id en tif y th e ai rc ra ft  and its  
alt itu de . We hav e done  research and development  in which they are  
intere sted.

PRO JEC T LIT TLE  GUY

Th e pr inc ipa l new pro jec t which T sta rte d is som eth ing  ca lled L it ­
tle Guy. and  th is is to tr y  to  ge t the  N AS A and the  FA A in par tn er ­
ship wi th the  instr um en t manufac turers and  ai rp lane  maker s to do 
som eth ing  about im prov ing  the cockpit  o f the smal l ai rc ra ft  to make 
it more fligh tworthy , make  it sim ple r to fly. And  we have  got a lo t 
of  pro jec ts, only  a few of which cost money, inc ide nta lly . The rea l 
pro blem is to get  the confidence of these  people, to get  them  to un de r­
stan d the  ru les  and to appro ve  t he ride s and  to get  a wi lling  obedience 
fro m them because  it i s th ei r lives th at  are a t stake.

Se na tor Magnuson. We ll, I  th ink th at  the  liaison  th at  you are  
wo rki ng  out with them  will bear  some pro of,  because they were qui te
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vigorous in their  complaints in the ir bill of particulars  for  about a 
year.

Mr. Halaby . And this does not mean tha t we are going to be any less 
strict in our compliance rules.

Senator  Magnuson. I think tha t they understand the reasons why, 
and if they feel tha t they are an integral part and if they can point 
out some of the  inconsistencies tha t apply to them I  think t hat  maybe 
you can get along with them.

The last th ing, before we go briefly into the supersonic:
Statement of  H arry  Guggenheim

Mr. H arry Guggenheim on May 22 before the executive committee 
of Cornell Guggenheim Center made the following remarks:

We be lie ve  th a t la ck  of  ad eq uat e fu nds is th e  cri ti cal fa c to r in  th e de ve lop­
m en t of  sa fe ty  in  th e  ai r.  L ast  y ear we hesi ta te d  to  sa y pu bl ic ly  w hat we 
sa id  priva te ly , th a t Co ng ress  wo uld ac t in  th e  in te re st  of  a ir  sa fe ty  on ly fo llo w­
in g a ca ta st ro phic  ac ci de nt  of a hu ge  j e t a ir li n e r a ft e r a tr ag ic  loss  of  lif e.  Un­
fo rt unate ly  th is  ca ta st ro phe has ha pp en ed .

Mr. Guggenheim makes a p retty serious charge there and seems to 
feel that  Congress is to blame for the record of crashes and tha t it 
has not  provided money.

Now perhaps  I should not ask you this because you have been in 
office only a short time but I want to sta te for the record I know of 
no time when you were in fron t of the Senate Commerce Committee 
for authoriza tion or before the Senate Appropriations Committee 
tha t we have not provided within a very minor degree the budget, 
what the budget and what  the Agency has asked for.

Senator Allott. And I would like to bear tha t out, too, because I 
can recall no instance in which we have not.

Senator Magnuson. And we have to take the advice of so-called 
experts in the field. I think this is a very, very unfai r statement and 
I think tha t the Senator from Oklahoma would agree with me on this.

Senator Monroney . He certainly would, sir. As a matter of fact 
we investigated the accidents carefully and found those accidents 
had money for better weather informat ion, ontop weather inform a­
tion, the improvement of air traffic control systems, landing aids and 
all the safety facilities which have been added to the bill—but you 
cannot always know what kind of accidents might happen, because 
some still will happen. And the big record, the increase, which was 
not very great, was the result of the spectacular Electra  cases, but the 
cause was found and corrected and the planes are safely flying again.

Senator Magnuson. This statement got wide publicity and this one 
statement made it look as though we were just sitting up here year 
after year and t ha t we would not do a thing  fo r the air safety of the 
United States. I think tha t Congress has been doing a lot, and I 
think that Congress has been taking the lead in this, in the past years, 
as much as lay people can. We cannot tell you to go ahead and buy 
something tha t we don’t know anyth ing about technically. But I 
would not think  t hat  one-tenth of 1 percent of the budget of the A d­
minist ration and what the old CAA asked us for but tha t you got—I 
jus t want the  record to show that .

Mr. Halaby . Senator, silence would lie wisdom at this point.
Sena tor Magnuson. Yes.
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Mr.  I I alaby . I  would won der  if  it  wou ld be des irab le to have the 
fu ll text  of M r. Gugg enh eim ’s statement .

Se na tor Magnuson. Yes. I  wro te him  and I go t an  answer from  
his  secr eta ry tel lin g me th ey were  go ing  to  send  me  th e text  an d some­
th in g else— because 1 wro te him  a p re tty  str ong le tte r.

Amended B udget

Se na tor Allott. I t may  be a good  idea , Mr. Ch air ma n, to pu t in 
her e at  th is  po in t the  amended budget fo r th is  Agency. I t  is $744 
mil lion . The Hou se has  allowed  $723 m illion and you are  ask ing  for  
a res tor ati on  of  $21 mil lion  and ei ther  $744 millio n or  $723 mil lion  
is no t a small amount of money  to be s pen din g on ai r safety .

Se na tor  Magnuson. I do not know  why peop le make thes e sta te­
ments  wi thou t knowing the  fac ts, especial ly when it  is  a grou p which 
sho uld  be very responsible.

Mr.  H alaby . I believe th at  sta tem en t was made before  the House 
Ap pr op ria tio ns  Com mitt ee and before  you conside red your  leg isla ­
tion . Mr. Guggenheim has  spent a gr ea t deal of time  and effort  and 
he is a zealous  flig ht- safety  proponent .

Se na tor  Magnuson. We ll, he nev er once came down and  app ear ed  
befo re any App ropr ia tio ns  Com mit tee  fo r the  FA A  or  the CA A, to 
my know ledge, and  I have been here many, man y yea rs. He never 
came down and he make s a sta teme nt  like  th at  and as fa r as I  know 
he has  nev er appeare d before  the  Sena te Commerce  Com mit tee,  nor 
his org ani zat ion . Wel l, th at  is som ewhat  beside the  point.

SUP ERSON IC TRANSPORT

Now we have the superso nic  mat ter . Mr. Ha lab y, in your  testi ­
mony befo re t he  House  you ind ica ted  t hat  it  is essent ial to U .S.  le ader­
ship in av iat ion  and to the  ma intena nce  of ou r na tional sec uri ty and  
prest ige  and  to the  imp rov ement  of  ou r—that  we proceed imm edi­
ate ly wi th  the developmen t of  a com mercial ly feasib le superso nic  
tra ns po rt.

How ever, it  is my un de rst an ding  th at  some segm ents  of the  av ia­
tion  indu str y are  not  conv inced  as to  the immediacy of the  commer­
cial need  fo r supersonic dev elopment  or  believe th at  it is necessary  
from the  point  o f view o f Am erican  pre stige  in foreign affa irs.

Can you  tell us a lit tle  about th at  in a general  resume of the  sen ti­
ment in the  indu str y which would, of  course , na tura lly  pla n an im­
po rtan t par t in the  d evelopm ent of  supe rsonic  tra ns po rt?

Mr. H alaby . Yes, sir.  Coming into office on Ma rch  3, 1961, I  had 
occasion to review’ all of  the th in ki ng  and work th at  ha d gone  on in 
the  pas t. One o f the  p rojects which had been considered las t fal l was 
a se ries of  st udies th at  a t some fu tu re  d ate  should  le ad to the p urc has e 
and  production of  a commerc ial superso nic  tra ns po rt.  These were 
exce llent  studie s prepare d by FA A, NA SA  and the  De pa rtm en t of 
Defense.

F unds for Studies

How ever, when the  s tud y w'hich pro posed  th e expend itu re of  about  
$37,500,000 as I recal l it,  fo r studie s—excuse me, $17.5 mil lion  the 
first  year and  $37.5 mil lion  the  second yea r, when the y reached the 
Burea u of  the Bu dget in the  prev iou s admi nistr at ion it  stopped there .
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My predecessor, I  believe, attempted to convince the Budget Direc tor 
of the validity of this program but was unable to do so.

I went over these studies and felt tha t we should reexamine them 
carefully with our new brothers in the Department of Defense and 
the NASA and so we completely reexamined the work and thinking  
and I reached the conclusion and recommended to the President tha t 
we start  a modest, that is, $12 million study program this year tha t 
might lead to no more than a $50 million effort by the Government to 
study this before making the decision. I had very much in mind the 
airc raft  project which had been going on for many years at a cost 
of almost $1 billion and mindful of tha t we worked out a very, I 
believe, ti ght  research program tha t would lead to a decision on the 
feasibility and the desirability of a par ticu lar specification for super­
sonic transport.

House  Action

The next step was to present this to the House and we did so with 
the result indicated in our report, which was a cut  of $2 million from 
the $12 million requested.

Senator Magnuson. For  the record, the House approved $10 million 
instead of $12 million as requested for feasibility studies, studies ex­
pected to require 18 months to 2 years, tha t is the ir expectation and 
they expect the admin istrato r to hold down the total cost and do a 
conmlete job for not more than $20 million.

Mr. II alaby. This latte r sentence, Mr. Chairman, is the one that  
we cannot live with. We cannot sta rt studies leading to this  develop­
ment and complete them for tha t amount of money and i f the  Senate 
has to have th is job done for tha t amount of money we would rather 
not undertake  it because we know we cannot do it right.

Our estimate is that  for 2 years something less than $50 million 
would be required, which is $5 million to $6 million less than  the 
estimates of last fall.

MEETINGS W IT H MAN UFACTU RERS

Now afte r getting some encouragement from the hearings  in the 
House we undertook a series of meetings with Boeing, Lockheed, 
North American, Douglas and Convair, the airfram e manufacturers 
and Pr at t Whitney , General Electric , Allison among the powerplant 
manufacturers. And some of my people at tended the International 
Symposium in Montreal on the subject and we have gotten the very 
best ideas from the manufacturers, from the academic institu tions 
and all sources.

We put this together into a consensus and that  is how we get the 
figure of $12 million and perhaps $37 million next year. And we 
know with fa ir precision how we would use it over the two-year period 
and among the airframe manufacturers  and powerplant manufac­
turers  there is general support for this study phase. Having done 
tha t-----

Senator Magnuson. I don’t like to inter rupt , but isn’t it the basic 
reason of the manufacturers, both power and airframe manufacturers, 
tha t the project is so big financially that no one could do it themselves, 
there has to be someone such as you suggest and then a combination 
of all of these people would use it, maybe on a royalty basis ?

Mr. II alaby. Well, I think that is in a wise direction.
71036—61---- 40
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The next step was to reevaluate everything we had learned as a result of all of the thinking and conferr ing that  has resulted in re­computation by the Secretary of Defense and the head of the NASA.And we then asked the airline presidents and the CAB to join with us in a meeting and we had tha t meeting la st week and although, as you said, there is no immediacy in their demand for a commercial supersonic t ransport due to the heavy debt load and their  low profit margin, there is a recognition by the airline presidents, conservative as well as liberal-minded, tha t this new airplane is coming. They agree tha t it is wise to develop it in a commercial as distinguished from a military  manner, to develop it economically and to  emphasize safety and profitability. They are therefore  supporting  our program, as they told me last Thursday, and these are all the major  air car­riers, either presidents or vice presidents.
They do not know whether they  are going to buy one and we made it very clear to them tha t the Government doesn't know whether it will buy one or how to buy one—we to ld them because we have got to learn a great  deal about it.

PROBLEMS OF SUP ERSONIC  FL IG HT

I might mention th at I flew a B-58 to ge t an inkling of what it was all about and there are really very serious problems, star ting  at 36,000 feet and going through Mach 1 and up to 50,000 Mach 2 which we did for about 10 minutes. There are problems of sonic boom and there are all kinds  of problems tha t need to be solved before we know. We have brought in a couple of models. They are reasonably repre­sentative of the configurations tha t the manufacturers  have proposed and since there is no military requirement for these airplanes and since the airlines are not in position to step up and order one, recognizing tha t the development cost would be in the order of one-half billion dollars and the un it price would be in the order  of $15 million to $16 million apiece—well, we are in the study phase.
Now if this Nation instead of wanting to go to the moon wanted to go to New Delhi in a commercial supersonic transport we could build a national-prestige airplane  a lot sooner than 1970 or 1972 when a commercially profitable airplane could be developed in accordance with our studies and projects. But it is not as I  understand our na­tional policy or  desire to go a t Mach 3 to Par is or to New Delhi as soon as we go to the moon-----

RELATIONS TO B -7 0  PROJECT

Senator Allott. Of course we are fully  aware of the B-70 project. Will you tell us what extent this  might tie into the B-70 project  with the idea that  the B-70 project would turn  into a possibility as a super­sonic passenger plane; would you delineate that field ?
Mr. H alaby. le s,  sir. We have a lot of supersonic technology a t hand now, the X -l , X-2, X-3, X-5  and X-15. As you know' the X-15 is flying in the order of mach 4 and 5 and upward of 100.000 feet. We also have the B-58 which flies a little better than mach 2 at 50,000 feet and they have daily runs  through and over our traffic control systems over Texas. Then there is other supersonic tech­nology in the fighter field and so we have learned a lot.
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But North American, in coming to us with their problem, informed 
us what we already suspected, th at it would cost more than  $500 mil­
lion and take more than 10 years for them to make a commercially 
profitable civilian supersonic transpor t.

B-70  D es ig n

The reason tha t the B-70 is not such an article is tha t the engine 
is designed for military  missions and they make a very excessive 
noise for operation out of any commercial airpo rt, first. Secondly, 
those engines are designed for very high bursts of speed to get away 
from targets and the fuel consumption is extremely high from an 
economic standpoint.  The fuel consumption of the engine would 
have to be developed from the standpoint of a commercial supersonic 
transport. And the a irplane is designed for  mil itary reconnaissance.

Also the  crew quarters tha t I have walked through are very small. 
The B-70 will teach us something about construction and about sta­
bility  and control, about temperature  effects—the engines of this air­
plane are so ho t tha t you can see through portions of it when it  is in  
operation . In  other words, the opacity due to the heat and light 
radia tion is such tha t you can actually see, like through an X-ray. 
The temperature  of the engine is in the order of 500°C.—so the nuts 
and bolts and joints are going to have to be developed.

And we are going to learn a great deal about tha t when we first fly 
the B-70 test beds in about 2 years—actually the first flight would be 
January 1,1963; we can learn a great deal about the technology of the 
supersonic, but we will not have anything resembling the  supersonic 
airliner and North  American is the first to agree—but this is not to 
say th at we are not dependent upon the B-70—we are, and I hope it 
will continue.

Personally I believe it  is a valuable and flexible adjunct to our de­
terr ent  power and as an agency we are counting on learning a great 
deal and without it it would cost more to develop a supersonic trans­
por t than  it will with the B-70-----

Senator Allott. In summing it up, the B-70 could be expected to 
provide you with a lot  of applied information  but at  the same time be­
cause of the specific use to which it is to be devoted it cannot be con­
sidered a forerunner  or a prototype in any degree of a later  adapta tion 
of a passenger plane?

Mr. H alaby. Tha t is an absolutely accurate sta tement th at I  would 
agree with.

I think  it is also important  to point  out tha t due to the fact that  
the budget message which the President sent up disclosed at the same 
time a cutback in the  B-70 program and the request fo r $12 million 
for  these studies.

Some people have considered that the President took money from 
the B-70 and put  it into the FAA  on these studies.

This  was sheer coincidence. The B-70 program was not robbed to 
enable these civilian studies at all. And even i f the B-70 program 
had been fully funded a t the  $375 million level which some of its pro­
ponents desired, we would st ill be here just ifying the $12 million and 
North American would join us in this justification.

Senator Allott. Usually we have had so many modifications of 
bombers, original bomber types into passenger aircra ft—well, people
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have asked us these questions and we have to have answers as to why 
to go ahead with the B-70 program and a t the same time appropriate  
money on the other hand tor this plane and I think  you have made 
the distinction quite clear here.

STUDY OF ECONOMICS OF SUPERSON IC CRAFT

Senator Monroney . Mr. Chairman, I would like to ask: If  in your 
studies of technology and aerodynamics, if you intend to include some 
study of the economics of  this plane. I think  this is going to be as 
valuable as the aerodynamic studies because i f i t is not a moneymaker 
I don’t think the airlines would buy it. I do not think i t would do us 
any good to build it and I do think it would be wise to have full 
knowledge on both scores as a result of this study.

Air. Halaby . Well, I agree, and it is a statesmanlike suggestion that 
Senator Magnuson made; it is very appropria te and very relevant.

PA RT NE RS HIP BETWEEN GOVERNMENT AND AIR LIN ES

The Government should prescribe to the airlines. The airlines if  
they could afford it, particularly  international carriers, if they could 
step up and buy one of these planes and scoop thei r competitors they 
would—but they cannot afford i t and we have to have a partnership  
between the Government and the a irlines to get this  thing  built at any 
time, much less sooner than the Russians because there is a $3 billion 
market here and our airfram e industry  is not the healthiest and hap­
piest industry in the United States. There are jobs in the Northwest 
area and southern California very dependent upon fur ther help in 
this industry and we feel a responsibility for a little bit of in itiative 
with some of these.

I think tha t those who founded the FAA  felt that we should not 
build airplanes and I agree with that.  But I do think tha t having 
given us the authority and the responsibility to help the industry and 
the airlines, tha t the Government should go forward with this 
project-----

Senator Magnuson. Of course, our real problem here is not as much 
the exact amounts that you have here but jus t how far  would we be­
come committed in Government operations  in this sort of thing,  what 
would be the outlook of the ultimate  cost, and I am sure that if we 
would have the assurance of the FAA  in this case a t the end of the 
study, if i t is determined that it is not feasible, you would step up and 
say so ?

Mr. H alaby . Yes, sir.
Senator Magnuson. Because this is the sort of thing that we need 

around here. We have had lots of programs that, we would like to 
go ahead with but there has not been enough tendency to be frank 
about it and sometimes they continue and we waste a lot of money.

But the point I think that is compelling here is tha t sooner or later  
this is going to happen. Now, could we go ahead percentagewise or
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commercialwise or any other way, or both, and once in a while be 
first in some of these things, because this could be just  as important 
as a $50 million expenditure  in a man-of-war.

Air. H alaby . The amount we are asking for is less than  the cost 
of one international or intercontinental ballistic missile or one satellite.

Senator AIagnuson. Yes. But Congress will have to make that  deci­
sion as a mat ter of policy.

There were some suggestions made to the Senator  from Oklahoma 
and myself about a year ago th at we attemp t to have an  in terna tional 
development of this plane with the free nations of the world tha t were 
in the a ircraf t manufactur ing business. But everyone I th ink realizes 
tha t this sort of th ing is going to come.

RANGE AREA OF NEW  CRAF T

Senator Allott. Just  one fur ther question and a very short one. 
What is the general range area in your present th inking with respect 
to this craft?

Air. H alaby . The distance ?
Senator Allott. Yes, sir.
Mr. H alaby . The range and distance tha t most of the manufac­

turers and airlines have been think ing about is approximately 3,500 
nautical miles as, you might say, the long-range end of it, and we held 
some discussion of operating this at shorter  ranges, such as 1,000 
miles.

It  seems to  me th at it would be of questionable economic value if it 
is much less than  1,500 miles.

At the beginning I think it is fai r to say tha t it would have the 
greate st yield to the international carrie rs to take the maximum ad­
vantage of the 2,000 mile and more range. As you know, the B-58, 
the one tha t I  flew down there, the following week took off from Fo rt 
AVorth, it refueled over Pittsburgh and lit  out from New’ York and 
refueled over the Atlant ic and landed in Par is in 5 ho urs ; 3 hours and 
19 minutes of which was from New York to Paris.

Now’, you get a real yield out of this  high speed on that  kind of run  
and so the international carriers would buy it and they would prob­
ably use it  most a t the 2,000 to 3,500 mile range, not tha t it will not 
have great  value transcontinentally, which would be about a 1-hour- 
and-40-minute flight rather than  i 1/^- to 5-hour flights tha t wre now 
have.

TYPE OF RU NW AY  REQUIRED

Senator AIonroney . You would operate off the  s tandard runway?
Air. H alaby . The specifications we contemplate would have i t oper­

ating  on the regula r international airpor t runways and w’e would 
try  to see to  it that  the noise levels were tolerable to the community 
or as tolerable as the then existing aircra ft.

I think tha t you have touched upon an important point  in our 
position in the airc raft  world. Three years ago we provided 93 per­
cent of the airc raf t for the world fleet. Last year with the turbine 
air cra ft being built, we only provided about 34 percent and our for ­
eign competitors provided the remaining 66 percent. This  year it 
looks be tter because the edge th at the Brit ish and French got on us
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has been taken off and I guess th at we are back up to 50 percent in 
this current  year.

This is the next major  airframe and powerplant combination and 
it is, we think about a $3 billion market and therefore it is a great 
prize and I think it can be done but we think  it ought to be started 
wisely and carefully so that we don’t do it the hard way.

Senator Monroney . And it could be understood we are not com­
mitting ourselves by this study to funding a prototype  plane and 
bringing it into production-----

Senator Magnuson. No, and the record should be very clear on 
tha t and I don’t th ink there is any such intention or recommendation.

Mr. Halaby . The President did not ask-----
Senator Monroney . It  should be clear tha t we are not sold down 

the river i f we put millions into th is and drop it some manufacturers 
do not build it. We want it thoroughly understood th at it is prepar­
ing the ground until the time tha t someone finds it economically feasi­
ble to produce such a plane.

Senator Allott. While I was th inking about this a few moments 
ago—you project this into how many years, 5 years?

Mr. Halaby . The day tha t you would buy a ticket at the Wash­
ington Internationa l Airport at Chant illy and go to Paris 1 would 
think would be in 1970 or 1972.

Senator Monroney . It  will be finished for the  takeoff ?
Mr. II alaby . Well, there can always be—but I seriously promise 

you-----
Senator Allott. I just want to put in this thought. We have often 

wondered about various stages of development, whether the economy 
would justify  the development that  it was then undergoing and this 
was true, I  think, when they even put out the DC-3’s, that  was a great 
big airplane in its time; but never in the history of the United States 
have we ever developed a plane, a commercial plane that we were not 
ready to accept and use, some of them more successfully than others, 
but the American public has been ready to use them, and so has tlie- 
world.

Senator Magnuson. All right. It  has been a long day.
Mr. Halaby . And I hate to prolong this but can I put something 

in the record?
Senator Magnuson. Yes. We will leave the record open.

FUN DS FOR PROTECTIVE FEATURES

Mr. I Ialaby . Just so tha t you will know what I  have in mind. This 
$432,000 in protective features for the air traffic control centers—I 
think I  garbled it  up a little.

Senator Magnuson. No, I think tha t we understand what you mean.
Mr. H alaby . This is not fallou t shelters or any of that  old argu­

ment and I think that I may have led you to believe it was.
Senator Magnuson. No; I think  tha t the House might have been 

led to the belief th at this was another fa llout field and this involves— 
of course that  could be, too, it could be used for th at bu t this is protec­
tion of a di fferent type.
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BATE BASE OF INT ERNA TIO NA L AIRPORT

Mr. Halaby. And then the Senator asked the question about the 
rate base of the new international a irpor t. I do not want to give away 
my negotiating hand with the airlines but I do want to answer your 
questions and 1 would appreciate  your help in improving the language 
tha t is in the House bill because i f we are stuck with tha t we would 
be in very poor shape.

And with regard to Senator A llot t’s point about the rapid  buildup, 
I would like to point out tha t we will provide you with information 
on our positions this year, the  increase percentagewise of tha t for the 
past 5 years and the story on the 1,400 positions for maintenance and 
560 positions for traffic control not in these estimates, but which, if 
you use these formulas tha t the boys apply, would be called for by 
the facilities in the estimate. We are squeezing and we will squeeze 
hard  on the management control.

Senator Allott. Well, I hope tha t you will. But I don’t think 
tha t you can fa irly compare this  with the increases in the past 3 or 4 
years because during all of this time we were undergoing th is terrific 
buildup and it is just because we are looking at the future that we 
are interested in it.

Horsepen Dam  at Dulles Airport

(The following letter  and statement  by the Agency were received 
subsequent ly:)

Sterling, Va., Ju ne  26, 1961.
Hon. W arren G. Magnuson,
Chairman, Subcommittee on Independent Offices, Committee on Appropriations, U.S. Senate

Dear Mr. Magnuson : I live in  Loudoun County ju st nor th of the Dulles In ter­
nat ion al Airp or t My address is  R.F.D. 1, St erling , Va.

I received a let ter  dated March 20, 1001, from the General Services Admin­
ist rat ion  office, 4820 Chain Bridge Iioad, McLean, Va., and lat er,  on Jun e 8, 
1001, condem nation  notice from the U.S. distr ict  c ourt, Alex andr ia, Va., advising  
me th at  my property adjo ining  Ind ian  Creek (a  na tural stre am which flows 
across  my pro per ty)  is being tak en for  the  Federal Aviat ion Agency to flood 
with water.  Thi s tra ct is referred to as FE—1 on which I will be given flood 
easement, and is to be flooded with  wa ter  backed up Ind ian  Creek by a dam 
th at  will be c onstr ucted on Horse  Pen Run to the north of the airpor t.

The wa ter  impounded by this  dam would form a normal lake of ap prox imat ely 
32 acres of surface wat er at  low level which is 247 feet  above sea level and  is 
with in the  pres ent air port bound aries. The high wa ter  spillway is at  258 feet  
above sea level and when water accu mula tes to this level it  will flood 300 acres. 
The dam prop er is 270  feet above sea level.

The FAA alleges that  the said purpos es of such a dam are  as follows: ( I )  
To con trol water runoff from the  no rth port ion of the air po rt and to p reve nt flood­
ing on the  stre am which Horse Pen Run emptie s into—Bro ad Run, (2 ) ac t as 
a si lting basin , (3 ) irri gat ion  purp oses, and  (4 ) fire control.

My neighbors and I are  violently opposed to giving up the most fer tile parts  
of our  far ms  fo r this  highly expensive unne cessa ry luxurious  proj ect th at  has 
no pra ctic al enginee ring advan tages .

The money to und erta ke this  pro ject is included in the $20 million plus th at  
has  been reque sted by the Fed era l Aviat ion Agency to complete the  Dulle s Air­
por t and it  is hoped for the following  reasons th at  y our committee will elim inate  
the money for this  item from the  app rop riat ion  enti rely  and if th at  is not  pos­
sible then  I requ est tha t the high est wa ter  level attain ed  at  an y time by the  dam 
be 247 fee t above sea level thereby confining the  wa ter  to the  air po rt pr op er ty :

(1 ) From  an enginee ring standp oin t thi s dam is not  needed and  the  designing 
engine er has  implied  th at  he has  no on-the-s ite da ta th at  shows th at  a control
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system is required. The Fed eral  Aviation Agency, however, thou ght th at  it 
would be nice to have a lake.

The paved area at  the air po rt which theo retic ally would create a problem is 
appproxim ately  300  acres. However, Horse Pen Run only carr ies about two- 
thi rds of this  watersh ed (fro m the ai rp or t) to the sout h and west runs into 
Cub Run thereby  flowing to the Potomac Rive r to the south. The ent ire wa ter ­
shed of Horse Pen Run is about 15,000 acres,  and as can be seen from above 
thi s runoff effect of the 200 acres is less tha n 1.3 percent of the total . Thi s is 
reduced even fu rth er  to 0.3 percent when this  wa ter  en ters Broa d Run as Horse 
Pen Run only makes  up about one-fourth of Broad Run. This small amount 
could nev er c reat e any flood problem.

(2 ) Due to the na tur al ter ra in  of this are a the  10-foot rise  in elevation from 
247 to 258 feet above sea level makes the  wa ter  cover almost 10 times the 
surf ace  area.  The wa ter  over this  are a would have an adverse effect upon a 
number  of farm s and roads  in the community. This  wa ter  will kill all vegeta ­
tion on my most produ ctive land and leave it  covered with  a laye r of mud. 
Was te is likewise compounded here because the  FAA h as alre ady  planted a tree  
"belt to b reak the  noise pa tte rn—these trees in the proposed flood a rea  will, the re­
fore, die. I would lose control of my stream and my stock watering source. The 
na tur al stream chann els would be filled with  sil t creatin g still  more problems.

(3 ) The River Bend Dam project on the  Potomac River which is unde r 
seriou s study by the Army Engineers, which will be bui lt in the near fu tur e 
because of the acut e wa ter  problems of the  Nation ’s Capit al, will back wa ter  up 
Bro ad Run almost to the fall  of the Horse Pen Run Dam. When thi s dam is 
built there would absolu tely be no need for any flood control  system for Broad  
Ru n upstre am.

Even if the Rive r Bend Dam is not bui lt for  5 years , the Fede ral Aviation  
Agency has  not dem onst rated th at  it will save any  money on suit s in th at  lengt h 
of time nor with the wild est imaginatio n save enough to cons truct this expensive 
flood control dam.

(4 ) The said effect of this dam might be to reduc e flood damage  on Broad  
Run, but  this  would be gained by c ausing  high wa ter  damage  arou nd the shore 
of the impounded water. In my opinion, thi s would be gre ate r than  any flood 
damage  on Broad  Run and it  seems unne cessa ry for  the FAA to spend tax 
money to tak e value away from my prop erty  to give an added speculated pro­
tection  to Broad  Run shores. Consequently this dam would crea te more flood 
problem th at  it can prevent.

(5 ) The FAA has  alleged th at  a sil t basin is necessary. The 32-acre lake  
canno t possibly act  as a sil t basin  nor be of any useful value as the  vegeta tion 
on the air po rt will be well rooted when sufficient silt  has collected for  recla ma­
tions.  From a price  stan dpo int it is more expens ive to salvag e sil t than  to 
"build up land with  accepted farm  practic es. A fa r more  prac tica l solution to 
thi s situa tion  is a network of small ponds and  ter rac es which contro ls erosion. 
This  has been dem onst rated by the Dep artm ent  of Agricultu re for  severa l 
decades.

(6 ) The FAA also allege s th at  they need a lake to irrigate.
(7 ) A lake to irr igate  from with out an irr iga tin g system is of no pra ctic al 

value. In my opinion, based on the grass grow th of this valley, an irr iga tin g 
system would be foolish. For  example, when stee rs ar e allowed 1% acres  rang e 
each  on gras s the average  gain  is iy 2 pound s each per  day. Any 32-acre lake 
is obviously not sufficient to irri gat e 10,000 acres . Fur the rmore  thi s unneces­
sar y irrigat ing  system is something that  the  FAA will at  a lat er  date seek more 
funds from this  committee.

(8 ) The FAA fu rth er  alleges  that  wa ter  for  firefighting  is needed. Ins ofa r 
as fire control  is concerned, water is ineffective  on jet  ai rc ra ft fires. Chemicals 
"have been accepted for  many years in contr olling  such fires. For  brush fires it 
may serve some useful purpose but again  a network of small ponds thro ugho ut 
the  10.000 acres of the  air po rt would be of more practic al value as this  lake  
is located in the fa r corner of the air po rt withou t a network of roads, pipelines, 
or pumping  stat ions.

T have witnessed a win ter and spring thi s yea r of unus ually  high pre cip ita­
tion  along with  the  winte r’s thaw and at  no time  dur ing  this period has  there 
been any unus ual flooding. This  is with  00 perc ent of the concrete  work 
finished at  the air po rt and withou t a dam, a cover crop planted , or the proposed 
tr ee  belt  plante d.
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It  is respectfu lly requested that  your  committee delete  these funds from  the 
proposed budget of the  FAA.

Sincerely,
Thomas E. Marshall II I.

Statement Responding to the Points Raised in Mr. Thomas E. Marshall’s 
L etter to Senator Magnuson About the  Horsepen Dam at the Dulles 
I nternational Airport

During the  ear ly development stag es of the  Dulles Int ern ati onal Airport, it  
was real ized  th at  the  sub stantial areas to be paved would res ult  in an increase 
in wa ter  runoff. In  order to control this condition and confine the  runoff with in 
the  limi ts exis ting p rior to construction , it  was  determined that  a flood re tarda­
tion dam would be appropr iate  for th is purpose.

To assis t FAA in the feasibil ity stud ies and to provide  techn ical assis tance, 
the  services of the  State of Virginia and the  U.S. Departm ent of Agriculture, 
Soil Conservation Service were requested. After an extensive  investigation, 
they recommended the  .construction of a dam across  Horsepen Run. The engi­
neering crit eria , as developed by them, were  incorporated in the final design 
and the ir recommendations were followed in all respects . They are  of the 
opinion th at  the  temporary  rete ntion of wa ter  ou tside  the air po rt boun dary  will 
not be of sufficient durat ion  to affect the vegetation.

The lake  created  will have a normal wa ter  elevat ion of 247 feet  above sea 
level and  will be enti rely  with in the  ai rpor t property. In order for  the lake 
to have flood r etention value, the  storage  capacity above this  elevat ion is con­
sidered necessary. To properly pro tect  the  Government, flowage easements are 
being obtained  to elevat ion 258 feet, the  maximum ant icipated  high wa ter  level. 
It  would be only unde r the  most unusual and severe  rainfa ll that  this upper  
limit would be reached.  In fact,  the  probabi lity of such occurrence would be 
once in 50 to a h undred years.

The control fea tures of the  dam will permit  release of runoff with  rela tive ly 
small rise  in pool level. Periodically the concentra tion may raise the  level to 
a point  where wa ter  will be ret ained on lands upst ream  and adjace nt to the 
airpo rt boundary for  relatively sho rt periods  of time. However, under normal  
rai nfall s these  flood elevations will be well below the ant icip ated possible 
maximum.

The pool thus impounded will serve  as a silting basin  and the  sedim ent ob­
taine d therefrom will be reclaimed and used for topdressing and  other main­
tenance purposes. The storage  will also make available 32 million gallons of 
water  fo r i rrig ation and fire control .

The author ization  to do thi s work was granted  by the  enabling legisla tion, 
act of September 7,1958, 64 Stat . 770, as follows :

“Section 1. * * * to con stru ct * * * (including all build ings and other 
struc tur es necessary o r desirable  th erefor ).

“Sec. 2. * * * such lands and interests in lands and appurtenances there to, 
including avigation  easements or air-space rights, as may be necessary or de­
sirable for  the construction, main tenance, improvement,  operation , and  protec­
tion of the ai rp ort : * * ♦”

The budge ting for  this project was  included in the  basic air po rt program and 
was included in prior appropriations.

We note that  Mr. Marshall make s cer tain references  to the River Rend Dam 
on the  Potomac. This  project has  been a highly controve rsial  proposal for 
many years . There has, there fore , been no definite flood level establ ished.  
Presumably no cons truct ion can be ant icip ated on this  pro ject  in the  near 
future .

Committee Recess

Senator Magnuson. All righ t. Thank you very much, gentlemen. 
We will recess until tomorrow at 10 o’clock.

(Thereupon, at 6:30 p.m., Tuesday, June  20, 1961, a recess was 
taken until 10 o’clock the following day, Wednesday, J une 21, 1961.)





INDE PEND ENT OFF ICES APPR OP RIA TIO NS FOR  1962
W ED N ESD A Y , JU N E  21, 1961

U.S. Senate,
Subcommittee of the Committee on Appropriations,

Washin gto n, D.C .
The subcommittee met at 10:30 a.m., pursuant  to recess, in room 

F-37, U.S. Capitol Building, Hon. Warren G. Magnuson (chairman) 
presiding.

Pre sen t: Senators  Magnuson, Saltonstall, Allott, and Sclioeppel. 

National Aeronautics and Space Council

STATEMENT OF EDWARD C. WELSH, EXECUTIVE SECRETARY
Amount Recommended

Senator Magnuson. The committee will come to order.
We will take up the National Aeronautics and Space Council first 

today, in the Executive Office of the Pres ident.
Senator Magnuson. There is no change. The amended budget 

from the new adminis tration was $320,000 and the House recom­
mended $320,000, which is a new item.

Mr. Welsh. This is correct, sir.
Senator Magnuson. We will place in the record your letter and 

justifications.
(The information referred to follows:)

T he W hite  H ouse, 
Washington, June  5,1961.

Hon. Warren G. Magnuson,
U.S. Senate, Washington , D.C.

Dear Senator: Your let ter  of J une 2 thou ghtfully inquires as to whether any 
changes  in the  Nat ional Aeronautics and Space Council portion of the  Independ­
ent  Offices A ppropria tions bill for 1962 are  requ ired  in the public inte res t.

I appreciate your inqui ry. I am also pleased to advise  th at  the  House bill 
(II.R . 7445), as repo rted  by the  Appropr iations Committee, recommended ap­
proval of the full  appropriat ions requested. I testifi ed on May 16 in supp ort of 
the funds  needed for  the salarie s and  expenses of the Council. This  amount  
was approved by th e House subcommittee, as well as by the ful l committee.

Again let  me express my apprecia tion for  you r letter.
Sincerely,

E. C. Welsh ,
Execu tive  Secretary, National  Aeronautics and Space  Council.

633
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National Aeronautics and Space Council

GENERAL ST AT EM EN T

The National Aero nauti cs and Space Council reques ts an app ropriat ion for 
fiscal yea r 1962 of $320,000. For  the rem aind er of fiscal yea r 1961, the newly 
reac tiva ted Council is being financed from the  app rop riat ion  “Emergency  fund  
for  the President,  na tion al defense, 1961.”

The Council was provided for  by the Nat iona l Aero nauti cs and Space Act of 
1958. Under the recent amendm ent, Public Law 87-2 6, approved April 25, 1961, 
the  Council is located in the  Executive Office of the Pre sid ent  and composed of 
the  Vice Preside nt as Chai rman , the Secretary  o f State, the Secr etary  of Defense, 
the Adm inist rator of the  Nat iona l Aeronautic s and  Space Adm inist ratio n, and 
the  C hairma n of the Atomic Energ y Commission. It  is the  p urpose of the Coun­
cil to advise and ass ist  the Presi dent , as he may reque st, with  respect to the 
perfo rmance of functions  in the aero naut ics and  space field, includ ing five 
broad  are as of coordination specifically delin eated  by sta tut e. The basic legis­
lation authorize s a staff, head ed by an Exec utive  Secreta ry appointed by the  
Pre sident  with  the advice and  consent of the Senate, to ass ist  the Council in its 
activ ities .

The $320,000 app ropriat ion requeste d is to provide the  estim ated needed fund s 
to meet the sala ries  and  oth er expenses of  the Council staff. The a ttache d tables 
indi cate  the planne d use of the  requested  fund s by object  classification and the  
detail of planned expendi tures fo r personal  services.

It  is emphasized  th at  the amounts indicated are  planning  figures based on our 
curre nt best estimat e of the costs of fut ure  opera tions . We have no pa st ex­
perience as an organ izatio n to guide us in prepar ing our  estim ates.

A tota l staff  of about 18 is planned, including the  Execu tive Secretary , the  
thr ee othe r positions  auth oriz ed in the sta tute, 7 profes siona l ass ista nts  and 7 
secr etar ial-c leric al positions. The profes sional  staff, und er the supervision  of 
the  Executive Secretary , will have among its resp onsib ilitie s the following:  
Keeping fully informed, analy zing the information, iden tifying are as of dupl i­
catio n and omi ssio n; pre par ing  reports and recom menda tions—reg ardi ng both 
civili an and defense space activities and programs. In some insta nces  a pro­
fessional  staff member will be assigned to follow closely a specific space progr am 
which involves several agencies of the  Government. In othe r cases an  individual 
will devote his maj or att ent ion  to the overall space activities of a pa rti cu lar 
agency, such as the Dep artm ent of Defense or the  Nat ional Aeronautic s and 
Space Adm inistration.  As cur ren tly  e stima ted, such a sta ff will meet the needs 
of the Council, p roviding the supp ort necessary to enabl e the  Council to perform 
its  fun ctions  for  th e P residen t.

To supplement the  full-t ime work of the staff, funds are  included to provi de 
for  consultan t services  which may be requ ired  from time to time on specific 
proje cts. Provision  is made in the estim ates for  tra vel  to resea rch and develop­
ment  sites and for ren tal  of motor vehicles on an as needed basis. The est i­
mates for rent, communications, and uti litie s (ob jec t class 23 ) and  ot her  ser vices 
(object class 25 ) are  pred icat ed on the assum ption  th at  the ma jori ty of the  
Council s taff may be temp orarily  housed in a small buildi ng with out other ten ant s 
and  would ther efore pay the ent ire  costs of commun ications, office renovatio ns 
if necessary, and secu rity  gua rd services. If  oth er office arra nge men ts can be 
made, costs for thes e items may be less tha n estim ated . There is no way of 
knowing at  this  time, however, what the  final arra nge ments  will be. The est i­
mates for equipm ent rep resent  pa rt of the one-time cost of office equipm ent for  
the  staff. While this est imate  will not completely outfi t the  entire  staff, the 
rem ainder  of the equipm ent is provided for by cur ren tly  avail able  funds.

A reason able degree of flexibili ty to shif t fund s as between  the  various est i­
mates and with in the  tota l appropr iations is needed in ord er to develop t he most 
effective  p attern  of expe ndi ture s for this staff.
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S al ar ies and E x pe n ses  

Object classificatio n
[In  th ousands]

I960 1961 1962

11 Personnel compensation:
Perm anen t positions___________________________ $201,285

23,715
4,000

Positions-osher than per ma nent________________  -
Other personnel  compensat ion____________ ______ -

Tota l, personnel c ompensat ion_________________ 229,000
15,000

20,000
1,000
5,000
5,000

32,000
3,000

10,000

12 Personnel benefits ___ ______ _________
21 Travel and  transp ortation of persons (includ ing hire of 

motor  vehicles) _ ____________________
22 Tra nsporta tion  iof things ___________________
23 Rent,"communica tions, and  u tili ties...... ......... ....................
24 Printin g and rep rodu ctio n__________________________
25 Othe r services _______________________
26 Supplies and mater ials _ __________________
31 Equip me nt _______________________

Total obligations - __  _________________________ 320,000

Pers onnel compensation (1 1 ),  $229,000
The funds  requested for  1962 will provide 18 perm anent positions, compen­

sat ed  as indica ted in att ach me nt C. In addit ion, funds are  provided for con­
su lta nts and other int erm ittent employment and  for overtim e and holiday pay. 

Pers onne l benefits (1 2 ),  $15,0 00
Personnel benefits include agency contribut ions to the civil service retir eme nt 

system , Fed eral  group  life insurance, and Fed era l employees heal th benefits 
programs.

Tra vel  a nd tra nsp ort ation of persons  (2 1) , $20,000
Thi s e stim ate is to provide funds for trave l to space resea rch and development 

sit es  for firsth and study by Council staff. Also included ar e fund s for payment 
to the GSA motor pool for hire  of automobiles on an as needed basis for tra ns ­
por tat ion  of officials and  s taff of the Council on olficial bu siness  in the Washing­
ton area .

Tra nsp ortatio n of things (2 2) , $1,000
This estimate covers costs of shipment of suppl ies and  ma teri als and costs 

of moving household goods as provided by law.

Rent, communications,  and uti liti es (2 3) , $5,000
Most of this  amou nt will be reimbursed to the General Services Adm inist ra­

tion for  telephone services and equipment  use and oth er utili ties  as required . 
Costs of telegraph services and penal ty mail are also included.

Print ing  and repro duct ion (2 4 ),  $5,000
Pri nting and binding of repo rts, studies, and oth er public ation s as needed, 

and normal duplicating done on a commercial or reimburs able  b asis is provided 
for  under this estimat e.

Oth er services (2 5 ),  $32,000
Th is amoun t includes reimbursem ents to the Civil Service Commission for 

person nel secur ity checks, to the  General Services Adm inist ratio n for secur ity 
gua rd services and other miscellaneous services, and  to the Public  Heal th Service 
for  a shar e of the cost of main taini ng a heal th room for employees in the area.  
Office equipment rep air  and oth er miscellaneous  con trac t services as may be 
needed are also provided  for.

Suppl ies and materials (2 6) , $3,000
Thi s amount covers costs  of office supplies and other work materials such as 

legis lative bills, repor ts, and enact ed legislation, and  periodicals.

Equ ipm ent (3 1 ),  $10,000
Office fu rni tur e and equipment, including such item s as typewr iters and calcu­

lators are  included in thi s estim ate.
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Personnel summary

1960 1961 1962

To ta l nu mbe r of perman en t posit ion s...... ...................................... 18Fu ll- tim e e qu ivalen t o f all  o ther  p os itions.................................... 2
Average nu mbe r of a ll emp loye es_________________________ 18N um be r of em ployees a t e nd  of y ea r.............. ................................ 18Average GS grad e_______________________ __ _____ ________ 11 9
Averag e GS sa la ry ........... ................... ..... ......................................... $10,475

Detail  of personal services

Grades an d ranges
1962

N um be r To ta l sa la ry

Spe cia l po sitions  a t rat es  eq ua l to  or in  excess of $16,530:
Executive  S ecret ary _______________________________________________
Assi sta nt to  the  E xe cu tiv e Secretary____ ____________________________

OS-17, $16,530 to $17,570: Special  a ss is tant ...................... .................................... . .
GS-15, $13,730 to $15,030: Special ass is ta n t. .............................................................
GS-14, $12,210 to $13,510: Specia l a ss is tant ..... ................ . .......... ...........................
GS-13, $10,635 to $11,935................................................................................................
GS-12, $8,955 to  $10 ,255 ......................................... ...................... ...............................
GS-11, $7,560 to  $8 ,860..................................................................................................
GS-9, $6,435 to $7,425........... ......................................... . ................. .........................
GS-7,  $5,355 to $6,345................................— .........- .....................................................

1.0  $20,000
3.0 57,000
3.0 51,150
1.0  14,380
1.0  12,730
1.0  11,155
1.0  9,475
1.0  8,340
4.0  27,720
2.0 11,700

To tal p er m an en t________________________________________________
Ded uc t laps es...................................................................................................................

N et p erman en t (average nu mbe r, net sa lary)_______
Po sit ions  othe r th an  p erman en t: In te rm it te n t emp loy me nt.  
Other  persona l services: Ov ert ime an d ho lid ay  p ay _______

To ta l p ers onal s ervices

18.0
1.8

16.2

223,650 
22,365

201,285
23,715
4,000

229,000

W ork  of  Space  Cou nc il

Senator Magnuson. Will you tell us just  briefly wliat the Space 
Council does?

Mr. W elsh. I have a brief statement I could p ut in the record or 
would you like me to read it, sir ?

Senator Magnuson. Yes. A short statement ?
Mr. Welsh. Just a page and a half.
Mr. Chairman, you have before you an estimate of the funds needed 

to make the stall' of the Council an effective unit.
As you know, in 1958 the Congress provided for a civilian Execu­

tive Secretary, to be appointed by the Presiden t with the advice and 
consent of the Senate. This was done in late March, about 3 months 
ago. It  also authorized the Executive Secretary to appoint and fix 
the compensation of such other personnel as may lie necessary to 
perform the duties required by the Council to carry out i ts responsi­
bilities.

STA FF NEEDS

In  the past years, no action was taken to fill those positions and 
no appropriation for such purpose was requested. The record itself 
is the Test witness as to whether such inaction was wise or unwise.

President Kennedy has informed the Congress tha t he wants the 
Council to be “an active and useful instrum entali ty.” To do this, 
it is considered necessary to have a staff of highly competent persons
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to enable the Council to carry  out effectively the functions specified 
in the act.

In  est imating the staff requirements, I have attempted to b ring  into 
proper  focus the following principles, which I have found helpful in 
the past : (a) obtain as competent and objective personnel as possible; 
(6) sta rt with a small staff, relative to the job to be done, and expand 
only as the  necessary workload requires; (<?) keep the staff organiza­
tion flexible in order to cope with changes in prio rities ; and (</) avoid 
duplicating existing staffs.

Without any previous pa ttern  to follow in this new field, I  plan to 
reflect those general standards in the use of the appropriations re­
quested.

The printed record will show tha t Members in both bodies, when I 
testified on other legislation before the Space Committees, suggested 
tha t a substantia lly larger staff might  well be needed. My reaction 
is tha t they may well be correct but tha t I would rather sta rt with 
this size appropriation, w ith as much flexibility as possible for shi ft­
ing within the estimates, and suggest a larger amount only when ex­
perience has shown that  more funds are necessary to get the job done.

I will try  to answer any questions which you, Air. Chairman, and 
the members may have.

Senator  Magnuson. Mr. Welsh, you star t with 18 people?

SAL ARIES ESTIM ATE

Mr. Welsh . Tha t is the estimate, sir, yes.
Senator  Magnuson. Which gives you $223,650 in salaries, with cer­

tain deductions there. But the total personnel services run  $229,000.
Now first of all, some of the members of the committee know, but 

for the record tell us just briefly what the Space Council does. We 
know it is in an advisory capacity.

ADVISORY FUNC TIO NS

Mr. W elsh . Yes, advisory to the President. It  is composed of the 
Vice President as Chairman, the Secretary of State, the Secretary of 
Defense, the Chairman of the AEC, and the Adminis trator  of NASA. 
They are the members of the Council.

INTERAG ENC Y GROUP

Senator Magnuson. The reason I  wanted this in the  record is this 
an interagency group?

Mr. W elsh . This is correct, at a level to coordinate problems that 
arise regard ing space, to recommend policy changes to the President 
if those seem to be necessary. As an example, in this last space ap ­
propria tions request, the Vice President and I brought together the 
various agencies to get thei r inpu t in order tha t we could get a co­
ordinated package before it went to the President.

Senator Magnuson. And this  is to be differentiated between any 
outside advisory councils composed of space scientists and things of 
tha t kind  ?

Mr. Welsh . This is correct. We might  call in consultants  our­
selves sometimes. You are quite correct, sir.
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Se na tor Magnuson. But  i t i s pure ly an intera gency gro up in which 
the Vice P resid en t ha s been nam ed the C ha irm an  ?

Mr . W els h . Th at  is correc t.
Se na tor Magnuson. An d composed of  these a gencies  t hat  you  have  

ju st  mentio ned?
Mr. W elsh . That  is cor rec t. An d no t an op erat ing group.
Se na tor Magnuson. Not  an opera tin g group. But  your  job is to 

be th e perm anent Executive  Sec retary , which  would  corre late these 
activ ities , keep the  reco rds,  cal l the mee tings an d do wh at the gro up  
sugges ted  ?

Mr . W elsh . An d an ything  t hat  t he  Pres iden t asks us to look into.
Se na tor M agnuson. That  th e Pres iden t asks  you  to look into .
Mr. W elsh . Correct, sir.
Se na tor Magnuson. You may  get  a job  fro m the Pres iden t sug ­

gesting  you look into any one of  these agencies as t o th ei r in teg rat ion  
in to  the space prog ram  or  not?

Mr.  W elsh . That  is co rrec t.
Se na tor Magnuson. I  see. Are  ther e an y questions  ?
Se na tor Allott. I  have one question.

DANGER OF DUPLICATION

Th e tendency , as you know, Dr. Welsh, in  thes e ma tte rs is th at  
the y grow like  Topsy  un de r th at  law’ which  seems to have been re­
cently recognized, kno wn as Pa rkinson . I would  like to be sure  t hat  
wh at  we do not do here —an d I recogn ize the  necessity  fo r thi s, pe r­
haps  the  advis abilit y of it—bu t what I  wou ld not lik e to see is th is 
st art  gro wing, where y ou st ar t bri ng ing in  specia l adv ise rs to you be­
cause you feel th at  y ou hav e to have your  own staff to  advise you on 
th is  th in g th at  is the  Na tional Space Agency.  We hav e th is sort of  
dupli ca tio n going on a ll ove r ou r Governmen t, and the chairma n and 
I,  and S enato r Sc hoeppel, ha ve been t hrou gh  thi s tim e a nd  time a gain, 
in th e las t 2 weeks. I t is no t your  in ten tio n to do this . You  are  
go ing  to stick in th is to the  coord ina tin g area  wi th the idea of sup­
pl ying  a more cohesive goa l and  opera tion  in th is  are a ?

Mr. Welsh . Th is is ce rta inly  correct,  sir.  An d in my lit tle  sta te­
ment I tri ed  to make  c lea r my int ention on th at . Th ere are alread y 
ex ist ing  s taffs of scient ists—w7e have a very  renowmed one a t my righ t 
here , Dr.  Dryden—an d oth ers  in oth er areas th at  can be relied upon 
to  b ring  inf orma tio n in. We  can  eva lua te it  so we g et  a  coo rdinated 
pictur e to pre sen t to the  P resid en t. Bu t, no t to  set up anoth er  g rou p 
of  scient ists  t hat  offset and debate with  the  scientific adv isory gro up 
and the gro up  in NA SA  and the  group in Defense  or  in AE G, we 
wa nt to be able to evaluate , no t to dup lica te.

REPRESENTATIVE OF DEFENSE

Se na tor  Magnuson. How is Defense rep resent ed,  by each Dep ar t­
ment, of Defense or j us t th e De fense D epart men t ?

Mr. W elsh . Ju st  the Se cre tar y, sir.
Se na tor  Magnuson. The S ecret ary  of Defense h ims elf.
Mr. Welsh . It  seems to us, and I wou ld sta te  it as a mat te r of 

pr inc iple,  th at  whi le we will have ava ilab le to us, I  am s ure,  coop era­
tion from com petent  people in the  various  serv ices  throug h the  Sec-
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re ta ry  of  Defense , it  is up  to him  to ad minist er  an d org anize  an d handle his  own departm en t. We dea l th ro ug h him.
LIA ISO N W IT H SC IE NT IFIC  BODIES

Sena tor  Magnuson. Now  wh at so rt of  lia ison, and I  pre sum e you have liais on, do you have wi th the Pr es id en t’s scien tific advis er an d his  shop ?
Mr. W elsh . We ll, fir st of all,  we are loc ated ri ght in th e same office b uil din g, an d I  have alm ost  da ily  meetin gs with  Dr . Wiesner, or  mem bers o f h is staff.
Sena tor  Magnuson. An d I pre sum e the Pr es iden t might  tran sm it  some of his  idea s or  pro posal s th ro ug h Dr . Wiesner to  you  to  tak e care  of  ?
Mr. W elsh . He  migh t, or  it might  be th e othe r way  aro und.
Se na tor  Magnuson. I t  migh t be th e othe r way  aro und. B ut the whole th in g is t o co rre late th is whole e ffo rt ?
Mr. W els h . Th is is co rrect, sir.
Se na tor Magnuson. Now  I  noti ce you  have no ind ependent agen­cies on thi s B oard, have  you, exce pt N AS A.
Mr. W elsh . NA SA  an d the Atom ic E ne rg y Commission .

FCC MEM BE RS HIP

Se na tor  Magnuson. You  do not hav e the  FCC  on th ere  ?
Mr.  W els h . No, s ir. But  we do  have, an d it is in the law, the au ­th or ity  to br ing in othe r agenc ies th at  are involved in space matt ers , such as on space com munica tions pro blem s.
Se na tor  Magnuson. Yes, I  was th inki ng  of  th at . We  hav e ha d th at  up  here off and  on fo r the  las t 10 days.
Mr. W els h . I  migh t say th at  a t staf f level  we ha ve ha d some meet­ings alr eady  on th at  problem  and hav e in each case ha d the FC C 

people in to  the discussion meetings a t the staff level. They are in ­volved in th at  problem and  should hav e an o pp or tuni ty  to be the re  a t the  same t ime  the  othe r members  are.
COMMERCE GROUPS

Sena tor  Magnuson. Yes. Th e Dep ar tm en t of  Com merce is in the re,  whi ch will  rep res en t the Bu rea u of  St an da rd s and the W ea ther  Burea u ?
Mr. W elsh . An d the  W eather Bu rea u. Bo th would be cal led  in. They are  no t members of  the  Counci l.
Se na tor  M agnuson. W hy  would no t the De pa rtm en t of  Comm erce  be a m ember of  the C ouncil wi th the  wea the r prob lem s you a re hav ing ?
Mr. W els h . We ll, we could  have ha d a numb er of  agenc ies, Mr.  Chairma n, on the Council  as such. I t  was  the sense of  t he  Con gress th at  the se agenc ies th at  a re  na med  be those t hat  have the p red om inan t an d con tinu ous  intere st in space. Th ere  are , however, a numb er of othe r agencies we could  hav e list ed and expanded it  th ereby. Putt in g  it  ju st  the othe r way , however, we th ou gh t if  we could cal l in,  on a pa rti cu la r prob lem, such  as where the W ea ther  Burea u is involve d, the De pa rtm en t of  Comm erce fo r meteorological space  problems,  the  

FC C on t he communica tions p roblems, an d so on, we w ould  g et a  flexi­bil ity  the re wi tho ut ha vin g a very  la rge Council  a nd  ca lling  me etin gs th at  did  no t involve a n um ber  of th e ot he r age ncies .
71 03 6—« i -----4 1
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LIMITED  TO SPA CE CO NSIDERAT IONS

Senator  Magnuson. D o you lim it y ourse lf who lly to space?
Mr. W elsh. Yes, s ir. Th at,  how ever , is not exac tly a sm all hor izon.
Senator  Magnuson. No, it is no t a sm all h orizon.
Senator  Allott. Y ou mean the  sky is no t the lim it any  more . 

[L augh ter .]
Senator  Magnuson. Do you ever ge t involved in anoth er very seri­

ous and im po rta nt  fie ld of gov ernmenta l ac tiv ity  c alled depth  ?
Mr. W elsh. I  recognize the  fa ct  it  is very im po rta nt . I t  is no t 

wi thin ou r area  of juri sd ict ion , tho ugh, sir.
Senator  Magnuson. Bu t the re is no reason why th is  Counc il could 

not phase into the cor relation of th e very im po rtan t work we are  go­
ing  to have to  do in oceanography,  is  the re  ?

Mr. W els h. No t if  we were asked to do so by the  Pres iden t, sir.
Sena tor  M agnuson. You could be asked to help cor relate  t his , too?
Mr.  Wels h. Ce rta inly.
Sena tor  Magnuson. Bu t there  is an intera gen cy on oce ano graphy  ?
Mr. W els h. Yes, sir.
Senator  Magnuson. Because some of the se prob lems  hav e to be 

cor related, too.
Air. W elsh. As l ong as we do no t st art  du pl icat ing functions.
Sena tor  Magnuson. Tha t is rig ht . Because I th ink you will  find 

the  Defense Dep ar tm en t will tell you th is  co uld be just as im po rta nt , 
or  more so, in  case som eth ing  hap pen ed as the space  field.

Mr.  W elsh. I th ink it  is tremendo usly importa nt.
Se na tor  Magnuson. Any quest ions , S en ator  Schoeppel ?

REPORTING PROCEDURE

Se na tor  Schoeppel . Do you  repo rt  di rect  to the  Pr es iden t of the 
Un ite d Sta tes ?

Mr. W els h. Yes, si r;  the  Cou nci l does. An d as the  Ch air man  of 
the  Council  is Vice Presi dent,  in a sense I repo rt  to  both of them .

Senator  Schoeppel. Well he wou ld know, at  least the executive 
bra nch o f th e Gov ernment------

Mr. W els h. Th e P res ide nt h as  called bo th of  us in.
Sena tor  S choeppel . As I  un de rst and it, you are  t ry in g to tie  u p all 

the  loose ends in thes e var iou s agencies which you are  rep resent ing  
and  tryi ng  to  stream line the  ac tiv ity , preven t duplicat ion , and make 
suggest ions  as to  how the  ap pro ach es shou ld be.

Do you con tem pla te havin g e xp ert s in every one o f these l ines l at er  
to  be added  to  you r sta ff ?

Mr. W elsh . I  would not  so contemplate .
Se na tor  Schoeppel. You wo uld not?
Mr. W elsh . No, sir.
Se na tor  Schoeppel . I  am gl ad to  hea r you say tha t.
Mr.  W els h. I  t hink  the degree of  sp ecializ atio n s hou ld be p rov ide d 

in the  op erat ing agencies, and  if  they do not pro vid e it,  the n the y 
should ge t it. That  is my react ion , sir.

Se na tor  Schoeppel . In  othe r words, it  is not your  in ten t and  pur­
pose t o deve lop wi thi n thi s council experts  in every specific phase t ha t 
would dupli ca te some o f th e work t ha t othe r agencies wou ld be do ing  ?

Mr. W elsh . I t  is not my i nte ntion  to do  that , sir .
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Senator  Sciioeppel. Because I  can see where this  thing  could pyra­mid as the Senator  from Colorado suggested. We have seen these things grow and grow and grow. There is no cut-oil' date in this 

legislation ?
Air. W elsh . No, sir. I might add, I cannot say tha t we would not at some time need a few more people, o r maybe even not as many as we plan now, because there is no t any pattern of experience. But as for the principle that  you just  expressed, I am heartily in agreement with it.

REPORTS TO CONGRESS

Senator Sciioeppel. When you make your period record do you con­
template giving the Congress, this committee, the benefit of those reports ?

Air. Welsh . I would contemplate giving the Congress the benefit of anything tha t we have, other than what  the President-----
Senator  Sciioeppel. Other than what  is classified ?
Air. AVelsii. Other than what the President would advise he would handle in  some other  way. But I have been up here on the Hill  long enough to know to keep the people of Congress as well advised as I  can.
Senator Sciioeppel. Now on your various activities, I think we should have something in the record on this. Do you involve yourself in anything  with reference to the sums of money involved between the various and sundry departments?
Air. W elsh . Yes, to this degree; tha t in the matters  tha t have re­cently, this year, come up as to whether additional funds are needed for tlie space effort, the coordination, the prepara tion and the evalua­tion of those additional funds have gone through our staff and t rans­mitted through the Ar ice President to the President , even on the new fund presentation as well as on the add-on that came up on March 28 for additional booster money. In both cases, we had  a chance to go over it  and make certain tha t all of the pa rties involved had a chance to look at this thing,  give their input and suggestion to it, even though it might be just one agency that  has the pr imary  responsibi lity?

LIA ISO N W IT H BUDGET BUREAU

Senator  Sciioeppel. I take it then you have pret ty good liaison also with the budget department?
Air. Welsh . Very close. In fact, we were eager to have, and did have, in these conferences on the preparation  of the new space p ro­gram, the representatives of the Bureau  of the Budget from the be­ginning,  so they knew what was going on all the way along.Senator Sciioeppel. Thank  you.
Senator AIagnuson. If  there are no fur ther questions, thank  you for coming.
Air. AVelsii. Thank  you, Air. Chairman.
Senator AIagnuson. Now we will go to the space agency.
Let the record show tha t Air. AVebb has been delayed but will be here just as soon as he can, and Dr. Dryden is here represen ting the agency.
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N ationa l A eronaut ics and S pace  Adm inistr ation

STATEMENT OF JAMES E. WEBB, ADMINISTRATOR, AND HUGH L.
DRYDEN, DEPUTY ADMINISTRATOR; ACCOMPANIED BY DE MAR­
QUIS D. WYATT, DIRECTOR, OFFICE OF PROGRAMS; MAJ. GEN.
DON R. OSTRANDER, DIRECTOR, OFFICE OF LAUNCH VEHICLE
PROGRAMS; DR. CHARLES H. ROADMAN, ACTING DIRECTOR,
OFFICE OF LIF E SCIENCE PROGRAMS; IR A H. ABBOTT, DIRECTOR,
OFFICE OF ADVANCED RESEARCH PROGRAMS; RALPH E. ULMER,
ASSISTANT DIRECTOR FOR FACILITIE S, OFFICE OF PROGRAMS;
AND HOLT F. B. WATTS, JR., ACTING BUDGET OFFICER

Budget E stim at e

Sen at or  Magnuson. N ow  fo r th e pu rp os e of th e reco rd , th e na­
tion al  space  agen cy  in  1961 rec eiv ed  $964 mill ion.  The  Jan u a ry  
bu dg et , th e fi rs t bu dg et  se t up , incre ased  th a t to  $1,109,630,000. The  
am ende d bu dg et , which  fo llowe d th e fi rs t J an u a ry  b ud ge t, up pe d th a t 
to  $1,235,300,000. The  Ho us e recomm ended $1,200  mill ion,  wh ioh  is 
$236 mill ion ov er  th e 1961 ap pr op ri at io ns bu t minus  $35,300,000 of  
th e 1962 am en de d es tim ate s. And  th en  th er e ha ve  been some subse­
qu en t su pp lem en t pr op os al s wh ich  we wil l dis cuss la te r,  Do cto r.

Now  we w ill  p u t in  t he  reco rd in  f ul l y our le tt er t o th e comm itte e.
(T he  le tt er  re fe rr ed  to fo llow s:)

N ation al A eronaut ics and Space  A dm inistr at ion,
Off ic e of th e  Adm inistr ato r,

Washington, D.C.
Hon. Warren G. Magnuson ,
Chairman, Subcommittee in Charge of the Independent Offices Appropriat ion 

Bill fo r 1962, U.S. Senate, Washington, D.C.
D ear Mr. Cha ir man  : Your let ter  dated  June  2, 1961, requested that  I advise  

you whether any changes  in the independent offices appropriat ion bill for  1962 
(H.R. 7445) as passed  on Jun e 7, 1961, hy the  House of Representatives were 
requ ired in the public inte res t. The House actio n in reducing the  NASA esti­
mates by $35,300,000 is not  consistent with  our  responsibi lity for accelerating 
the  Nation’s nonmilitary space programs, partic ula rly  in the  ligh t of the Presi­
dent’s special message to the  Congress of May 25, 1961, in which he requests 
additional increases in funds for space activities to meet specified nationa l goals. 
NASA’s pa rt of these increases, reflected in its revised budget  submission of 
Jun e 1961, is $549 million as summarized below :

[T ho us an ds  o f dol la rs]

Orig inal
su bm ission ,

January
1961

R ev is ed  
su bm is si on , 

M  ar eh  
1961

H ouse  
ac ti on  on  

re vis ed  
su bm is si on

A ddit io nal  
re ques t,  

Ju n e  1961
C u rr en t

su bm is si on

R  & D  ........................................................ 819,819 919, 539 892,000 +3 76 ,000 1,295, 539
S & E  .................. ........................... -- - 189,986 196, 686 191,750 +30 .000 226, 686
C O F .____ ___________ ____ - ........................... 99,825 119,075 116,250 +1 43 ,000 262.075

T o ta l--------------- ------------------------------- 1,109, 630 1,235,300 1,2 00,000 +5 49 ,000 1,784,300

The House action , there fore,  cannot be absorbed with out  jeopa rdizing the 
nat ional goals set by the Pres iden t. The additional fun ds cited above must  also 
be provided if we a re to at ta in  the  objectives set for th by Pres iden t Kennedy in 
his May 25 message.
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Accordingly, NASA requests  full res toration of the  House reduction  and  the  

implementation of the Pre sident ’s special message  of May 25. We under stand 
that  we will have  the opportuni ty to explain in detail the  necess ity fo r these  action s at  a  hea ring  before your committee on June  21, 1961.

A sta tem ent  is attache d of specific changes recommended in H.R. 7445 as passed by the House.
Sincerely  yours,

J ames E. Webb, Adm inis trator.

National Aeronautics and Space Administration Recommended Changes to 
TnE NASA Items in H.R. 7445 as Passed by  the  House J une 7, 1961

Salaries and Expenses

Budgetary data
1962 b udge t:

Original submission___________________________________ $189, 9S6, 000
Fi rs t revision, March 1961______________________________  +6 , 700, 000

Bill as subm itted  to House Appropriations Committee_____  196, 686, 000
Committee act ion on budget______________________________ —4, 936, (XX)

Bill as reported to House_____________________________  191, 750, 000
Res toration proposed___________________________________ 4, 936, (XX)
Second revision, Jun e 1961______________________________  30,000,000

Bill as changed_____________________________________  226, 686, 000
1962 bill as changed___________________________________  226, 686, 000
1961 app rop ria tion____________________________________  170, 760, 000

Change from 1961 to 1962_____________________________ +55, 926, 000

recommended change no. i

Page 30, line 6, str ike  out “$8,000,000” and ins ert  in lieu thereof “$10,395,000”. 
Sum mar y

The House cut  approximately 5 percent from the NASA request for  trav el 
funds , reducing the  amount from $8,395,000 to $8 million. The basi s for this  action was  no t repor ted.

The recommended change  proposes full  res toration to the amount requested 
in the revised  submission , plus $2 million to implement the  Pre sident ’s addi­
tional request of May 25. The tota l requ est of $10,395,000 exceeds the  level of the  fiscal y ear  1961 by $4,321,000 of which about 80 percent is requ ired for the 
direc tion and coordination of the  agency program func tions and  for  travel to 
launching sites  and  global tracking stations.  The balance is for  such items  as 
increased con tract monitoring and par tici pat ion  in the  proposed conference 
which will be held und er the  auspices of the  United Nations.

RECOMMENDED CHANGE NO. 2

Page  30, lines 8 and  9, str ike  out “$191,750,000” and  insert  in lieu thereof 
“$226,686,000”.
Summary

The House cut $4,936,000, or  approximately  2 +  percent, from the NASA re­
ques t for  “Sala ries and expenses.” The basis for  this action  w as not  reported.

The recommended change  proposes full res toration to the  amount requested  in the  revised submission. In addit ion $30 million is requested to implem ent 
the  Pres iden t’s May 25 request. Most of this incre ase is intended to provide 
3,300 newr positions to perm it staffing for the accelera ted program envisaged by 
the  President.  The overa ll increase of $55,926,000 over the  1961 appropriat ion  is largely for staff  increases, as well as for  the  travel, transp ortation,  commu­
nications, rents , and uti liti es necessary for their support.
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Research and Development

Bud geta ry data
1962 budget:

Origina l submission__________________________________ $819, 819, 000
Fi rs t revision, March 1961____________________________  +99, 720, 000

Bill as submitted  to House Appropriations Committee___  919, 539, 000
Committee action on budget___________________________  —27, 539, 000

Bill as reported to House___________________________  892, 000, 000
R e sto ra ti o n  pro pose d_______________________________________  + 2 7 , 539, 000
Second revision, Jun e 1961___________________________  +376 , 000, 000

Bill as changed___________________________________  1, 295, 539, 000

1962 b ill as changed_________________________________  1, 295, 539, 000
1961 appropr iation, adjus ted__________________________  668, 503, 000

Change from 1961 to 1962___________________________  +627 , 036, 000

RECOMMENDED CHA NGE  NO. 3

Page  30, line 20, stri ke out “$892,000,000” and insert  in lieu thereof 
“$1,295,539,000”.
Sum mary

The House cut  approximately 3 percent from the NASA requ est for  “Research 
and  development.” The basis for the cut of $27,539,000 was not reported.

The recommended change proposes full  restorat ion of the  amount requested 
in the  revised  submission, plus $376 million in implem entation of the  Preside nt’s 
May 25 reque st. The program requiring the largest amount of the  increase.  
$130,500,000, is Apollo, which has the missions of achiev ing long duratio n manned 
flight in an ea rth  orbit, a circumlunar flight, and a lun ar landing, exploration , 
and return . Other programs requ iring  substan tial  amounts  a re : Lun ar and 
planet ary  explo ration , $56 mi llio n; communica tions sate llite s, $50 mi llio n; and 
Nova, the  launch vehicle necessary for  lun ar landing and  return , $48,500,000. 
The rem ainder  of the increase covers operation al supp ort at  NASA insta llat ions  
and additional amounts for such programs as life sciences, meteorological satel­
lites, launch vehicle technology, and liquid propulsion.

Construction of F acilities

Bud geta ry data
1962 budget:

Original submission___________________________________ $99, 825, 000
Fi rs t revision, March 1961_____________________________  +19, 250, 000

Bill submitted to House Appropriations Committee_______  119, 075, 000
Commit tee action  on budget___________________________  —2, 825, 000

Bill as reported to House____________________________  116, 250, 000
Res tora tion  proposed__________________________________ +2 , 825, 000
2d revision, June 1961_________________________________ +143 , 000, 000

Bill as changed-------------------------------------------------------- 262, 075. 000

1962 bill as changed__________________________________  262. 075, 000
1961 appropr iation, adj ust ed___________________________  124, 737, 000

Change from 1961 to 1962____________________________  +137 , 338, 000

recommended  change  no . 4

Pa ge  31, lines 4 and  5, st rike  ou t “$116,250,000” an d in se rt  in  lieu the reo f 
“$262,075,000.”
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Summary
The House cut of $2,825,000  rep resent s approximately 2%  per cent of the  

NASA request of $119,075,000. No basis  for  this action  was reported.
The recommended change  proposes full  res toratio n of the  amo unt  requ ested 

in the  revised submission, plus $143 million fo r specific construction  pro jects 
associated with  the acceleration of space effort  discusse d in the  Pre sid ent’s 
message of May 25. Two majo r projects involved in the  increa se are  the  Manned 
Space Flig ht Lab orat ory associa ted with  the  Apollo progra m, $60 million, and  
the  NOVA development and launch faci litie s associated  with  the work nece ssary  
for early ava ilab ility  of a high th ru st vehicle suitable  for lun ar land ing and  
return , $28 million. Othe r proje ct incre ases  include a Manned Fli ght  Network 
for additional trac kin g and da ta acquisition stat ions, $5 mi llion ; fac ilit ies  for  
F -l  engine program , $23,500,000; fac iliti es for J -2  engine program, $6,500 ,000; 
Natio nal Nucl ear Rocket  Development Center, $15 mi llio n; and $5 million  
additional for advanced facility  planning and  design.

RECOMMENDED CH ANGE NO. 5

Page 31, lines 5 through 8, strike out “of which $20,000,000  shall be ava ilab le 
for emergency cons tructions of faciliti es in accord with  section 3 of the  legis­
lativ e a uth oriz atio n f or appropriat ions fo r t he f iscal ye ar of 1962.”

Summary
Authorizing legis latio n alrea dy carrie s provision for the  emergen cy con­

struc tion  of fac iliti es and the language proposed in the House bill conflicts 
with  the language of the  proposed author iza tion bill. The adm inistra tion of 
fund s app rop riat ed will be fac ilit ate d by delet ion of language as  above 
recommended.

General  P rovisio ns

RECOMMENDED CHA NGE  NO. 6

Page 31, line 15, stri ke out “15,000” and ins ert  in lieu thereof “$20,000 .” 

Summary
The House cut  $5,000 or 25 percent from  the NASA request for fun ds to be 

avail able  for scientific cons ultat ions  and  emergency or extr aor din ary  expenses.  
The basis for t his  ac tion was not re ported.

The recommended change proposes full  res toratio n of the  amou nt requested  
in the revised submissio n. The reque sted amoun t is fully in line with the pro­
gram expansion for which NASA will be responsible and with the  esti mated  
needs for con sulta tion  and  emergency or extraord ina ry expenses to meet this  
responsibility.  Lack of flexibility in this area  could cause  the loss or delay of 
scientific intellig ence of vastly gre ate r value to the goals of NASA tha n the 
proposed economy.

Genera l Stateme nt

Senator Magnuson. Do you want to read Mr. Webb's statement?
Mr. Dryden. I think it would be advisable, sir, as an introduction.
Senator Magnuson. All right.
Mr. Dryden. Mr. Chairman, members of the committee, the bill 

before you is H.R. 7445, passed by the House of Representatives on 
June 7, which provides $1,200 million in new obliga tional authority  
for the National Aeronautics and Space Administration. Some as­
pects of the budgetary and legislative history are pert inen t to our 
discussion of the bill.

BUDGET CHANGES

The original fiscal year 1962 budget submission in Jan uary of this 
year for NASA was as you have heard  for $1,109,630,000. On March 
24, the Presiden t submitted a request for an increase of $126 million 
in the civilian space program, making a to tal of $1,235,300,000. This  
submission was (1) to fund more adequately the F - l V/2 million pound
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th ru st  eng ine  which continues  to show real  promis e as a basic b ui ld ing 
block fo r lar ge  booste rs, and  (2)  to provide  funds to step up  the  C-2 
vers ion of  the  Sa tu rn  boos ter to increase the Sa tu rn  ca pabi lity fro m 
about 20,000 pounds in  a low E ar th  or bi t to  over 40,000 poun ds. * Th ere  
were oth er item s incl uded, bu t the y were  all  based on the  Pr es id en t’s 
decision t hat  we shou ld proceed at  once to plan  and ca rry  o ut  m ann ed 
space  f light proje cts  beyond the  Me rcu ry prog ram and to  proceed as 
rapidly as possible tow ard the prac tic al  ut ili za tio n of  the scientific  
and tech nologic al inf orma tio n an d capa bi lit y gained th roug h ou r 
space  effor t. To  utili ze  the techno logy which  was em erg ing  fro m our 
investment in  space , work towa rd appli ca tio ns  of tremendous value  was 
inc luded in  such  are as as com mu nicatio ns sat ell ites and weath er 
sate llite s.

HO USE ACTION

On Ju ne  7, the  House  of Re prese nta tiv es passed the bil l wi th  a 
decrease of $35,300,000------

Sena tor  Magnuson. Ri gh t there , no w I  th in k you u nd ersta nd  wh y I  
asked the  ques tion  of  Mr . Webb abou t lia ison between the  F CC  and  th e 
Wea ther  Bureau .

Mr. Dryden. Yes, si r.
On  Ju ne  7, the  Hou se of Re prese nta tiv es  passed the  bil l wi th a 

decrease of  $35,300,000 fr om  th e Pr es id en t’s in iti al  requests.
These were  no t earm ark ed spec ifica lly. I t  was noted in the repo rt  

of the House  co mmittee  th at  at  th at  t ime  there was a fu rther  amend ­
ment whi ch ha d been  sen t t o th e Con gress by the P resid en t whi ch ha d 
not yet  been considered by  the Ho use.

presi dent’s report

On  May 25, Pr es iden t Kenne dy rep or ted  to the  Congres s th at , re ­
ga rd ing th e space p ro gr am :

With  the advice  of the  Vice Pre sident, who is Chairman of the Nat iona l Space Council, we have examined where we are  strong and  where  we are  not, where we may succeed and w here  we may not.
The Pres iden t the n mad e addit ion al pol icy  recomm endations, in thes e wor ds :

Now it is time to tak e longer strides—time for  a gre at new American ent er­prise—time for  this  Nation to take a clea rly lead ing role in space achievement, which in many  ways may hold the key to our fu tur e on ear th.
Hav ing s ta ted these views wi th respec t to  space, the  Pr es iden t then  

ad ded :
Let  it  be clea r—and this is a judgment which the  Members of Congress mus t finally make—let it be clea r that  I am asking the  Congress and the country  to accept a firm commitment  to a new course of actio n—a course  which will las t for many y ears  and carry  very heavy costs. * * *
Th e fol low ing  day, May 26, the  Pr es iden t sub mi tted ad dit ion al 

est imate s of  new ob ligational au thor ity  neede d by the  N ational Ae ro­
nauti cs  and  Spa ce Ad minist ra tio n fo r the fiscal year  1962, a mo un tin g 
to $549 mill ion .

SCIEN CE AND TECHNOLOGY FOR MOON FL IGHT

I  sho uld  l ike  to make some b rie f obs ervatio ns on the  importance of  
the science an d tech nology  we wi ll evolve  a s we push on wi th ou r p ro ­
gram  fo r land ing a three- ma n Am eri can  team on the moon.
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Senator Magnuson. Now  for the purpose of the record, Doctor, 

would it be a fai r statement to say that the bulk of the amount asked, 
the $549 million extra, was to be used for th is pa rticular  enterprise?

Mr. Dryden. With one or two exceptions th at I will mention. The 
bulk of them.

Senator Magnuson. The big bulk of them-----
Mr. Dryden. Yes, sir.
Senator Magnuson (continuing). And what we know about get­

ting  a three-man team on the moon ?
Mr. Dryden. Yes, sir.

SUPPLEM EN TA L BEQ UES T

Senator Magnuson. This is the  reason for the $549 million supple­
mental request ?

Mr. Dryden. It  is, sir.
Senator Allott. I s that in addition to this  ?
Mr. Dryden. Yes.
Senator Magnuson. Tha t is in addition  to what we have in fron t 

of us ; yes.
Mr. Dryden. Raising the total to $1,784,300,000.
Senator Magnuson. This is an amount tha t has not yet been 

authorized by Congress, but requested by the President , in the main, 
for this  particular  activity.

Mr. Dryden. This particular purpose. And you have heard from 
Mr. Welsh the procedure by which these estimates were p ut togethe r 
and reviewed, and the President did have some items for other 
departments.

Senator Magnuson. The Senate Space Committee is considering 
this item. I do not know the exact s tatus of the item as of today in 
the House, but i t is either out of the committee or-----

Mr. Dryden. No; you have this legislative situation, and it  does 
raise a procedural question, I  think,  as you indicate, as to how the 
Senate wishes to handle the m att er; the House passed the authoriza­
tion bill which was somewhat in excess of this amount. The House 
authorized $1,361,900,000. In other words, they went beyond the 
President’s recommendation in the authorization.

Senator Magnuson. Of the amended budget ?
Mr. Dryden. They did not have before them the $549 million at 

tha t time.
Senator Magnuson. They had the first amended budget ?
Mr. Dryden. They had the first amendment, and on the ir own 

motion they increased the authorization.
Senator Magnuson. Then in the meantime the $549 million came 

up, and in the main that is for the Moon landing purpose ?
Mr. Dryden. Yes.
Now the Senate space committee has held hearings  and at present 

is holding executive session and presumably-----
Senator Magnuson. Tha t is right, today.
Mr. Dryden (continuing).  Presumably will act on this new request 

in connection with that.
Senator Magnuson. This is a matte r the committee will have to de­

termine when we get to making up the bill.
Senator Allott. Is th at where Dr. Webb is today?
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Se na tor  Magnuson. No ; Dr . Webb is dow n at  th e W hi te  House b ut  
he wil l be up  here as soon as he get s through .

Se na tor  Saltonstall. Mr . Cha irm an, ma y I  ask a question ?
Se na tor  Magnuson. Yes.
Se na tor  Saltonstall. Dr . D ryden, t his  $1,200 mil lion  rec ommended 

by the House, of  which you  are  ask ing  an ad dit ion  of  $35,300,000, is 
th at  inc luded,  or  is i t n ot  include d, in t hi s $549 million ?

Mr. D ryden. It  is no t incl uded. We  are  pr ep ared  to  discuss the  
whole amoun t if  the  commit tee wishes t o proceed at  th is  time.

Se na tor  Saltonstall. Do I  un de rst and fro m wh at  the  Ch air ma n 
said , in  additio n to that  the House  ad ded  some more m oney?

AUTHOR IZATION

Mr. D ryden. In  auth or iza tio n only, no t in ap prop ria tio ns .
Sena tor  Magnuson. In  au tho riz ati on , no t in money.
Sena tor  S altonstall. So th e au tho riz ati on  on which  th is  $549 mil­

lion is based is $1,235 mil lion ?
Air. Dryden. Th e au thor iza tio n com mit tee appro ved a high er  

amoun t. The House  App ro pr ia tio ns  Comm ittee appro ved $1,200 
mill ion.

Se na tor  Saltonstall. So t h a t th is commit tee would  have your  re ­
quest to add $35,300,000------

Mr.  Dryden. Plus , an d to  cons ider the  $549 million .
Se na tor  Saltonstall. An d to cons ider  the $549 mil lion . An d fo l­

low ing  wh at the  Ch airma n said , these addit ion al requ ests , if  you can 
lum p them  quickly , $35,300,000. wou ld t ha t go alo ng with  th e accelera­
tio n of the  $549 mil lion , or  w ould  th at  be  fo r som eth ing  en tirely  sep­
arate ?

HO US E ACTION

Mr. D ryden. Since the House  did  no t ind ica te any specific areas, 
you can  say th at  it is cu t fro m anywhe re in the  bil l, ei ther  from  the  
firs t amend ment or  fro m the  origin al amount sub mi tted. I t  was jus t 
not de sign ated.

Se na tor  Saltonstall. And wh at faces us in th is committ ee under 
Mr.  Magnuson is $35,300,000 plu s and $549 mil lion . So if  we knock 
out  th is  $35 m illion and  go alo ng  with the House, we stil l will have  
$549 mil lion  to  conside r a t a la te r da te?

Mr. Dryden. That  is co rrec t.
Se na tor Magnuson. Th at  is righ t.
Se na tor  Schoeppel . Mr. Ch airma n, will th at  come up  in a supp le­

menta l ap prop ria tio n,  or  will  th at  be conside red------
Mr. D ryden. Th is is f or  you to dete rmine.
Se na tor  Magnuson. Th is is a mat ter fo r us to det erm ine . In  the  

firs t place, as of now it  has  not been autho rized,  it  is in the  mill and 
mo vin g very qu ickly.

An d maybe by the  tim e we get  aro und to mark up  th is  b ill it may  
hav e been authorized.  The n we would have to de termine  wh eth er we 
wou ld p ut  th is in the bi ll, and  we would  have  to  d ete rmine  on the  basis 
th at  the main part  o f it, the  g reat  b ulk  o f it,  i s fo r the land ing of the  
three-man team on t he  moon.

Is  t hat a cor rec t sta tem ent ?
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Mr. D ryden. That is a correct statement. It  is our understand ing 
tha t the House people are willing to consider the m atter.

Senator  Magnuson. Tha t is for our determination.
Mr. Dryden. Yes. I think the only question today is whether you 

want to hear the detail of the $549 million now or wait until a later  
date. We would prefe r you hear it now and then decide what action 
you will take.

Senator Magnuson. All righ t.

EFFECT OF SPACE EFFO RT ON ECONOMY

Mr. Dryden. To continue with the statement, the influence o f the 
technical progress required to do this will be felt  throughout our econ­
omy and will add zest and stimulation to education in all its branches. 
Many of the instruments, equipment, power sources, and techniques 
which we must devise as we accelerate our push into space will be 
adaptable to a host of other uses. The result will be a great variety  of 
new consumer goods and industrial processes that  will raise our stand­
ard of living and re turn  tremendous benefits to us in p ractica lly every 
profession and activity.

This science and technology will almost certainly differ from what 
might have come into being without the drive and integrat ing force 
of a major space effort. Moreover, the goal of mastering space is essen­
tial insurance against finding ourselves, in two decades or less, with  a 
technology inferior to that of the Soviet Union which will undoubtedly 
continue driving forward  along the space frontier. It  is also insurance 
against milit ary use being made of the new technology to jeopardize 
our security.

I would like to interpolate a few remarks  on my own at  this poin t, 
not tha t I can say it any better, but  perhaps from a slightly  differ­
ent slant .

We have identified this as landing a man on the Moon and return . 
I think tha t th is gives an idea which is very erroneous with respect to 
what is really before us for decision.

VALUE OF MOON LANDING

Our acquaintance with space is so recent t hat  we think o f going to  
the Moon as being a useless kind of an exercise without any value. I 
myself do not th ink tha t the value of this is just the man s tepping out 
on the Moon. I think if this were the only consideration we w’ould 
look very hard  before recommending such a thing seriously. It  is 
somewhat like the situation before aeronautics when people want to 
say a thing was foolish they would say “you might just as well fly.” 
Right now we sav “you might ju st as well go to the Moon” to earmark 
an enterprise which is not serious.

What we are dealing with is the  whole technological future of our 
country. The dollars tha t we are asking in this program are  not going 
to be fired to the Moon, they are going to be spent here on Ea rth  in 
factories and universities, in the marketplaces of the world, doing 
the scientific and technological development tha t is necessary to do 
this difficult task.
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EXPEND ITURE BATE

Senator Saltonstall. Dr. Dryden, how much in your opinion— 
and I know how you will answer this question—will be wasted, well 
I won’t say “wasted,” but will be made less efficient because of the 
speed with which we are doing it ?

Mr. Dryden. We are not talking of a crash program. As you will 
see when we come to it, there is a provision for parallel approaches 
in solid and liquid propellan t propulsion to be carried for a time, and 
then a decision made as to which route  will be followed. But  in my 
opinion what you are doing is spending money earlier.

I assume, I cannot conceive otherwise, tha t this country is going 
ahead in the technology of space and these frontiers of science and 
engineering, and tha t the question before us is the rate at which we 
go, not whether we go.

Senator Saltonstall. This $549 million is just a star t?
Mr. Dryden. This is a downpayment. You should clearly under­

stand that.
Senator Magnuson. We will come to that.
This is just  a start,  of course.
Mr. Dryden. This is the start . And as the Presiden t said in his 

own language, it is a commitment to a new course of action, one which 
will last for many years and carry very heavy cost.

CRITICIS M OF MOONS HOT

Senator Allott. Dr. Dryden, at this point  it  might be just  as well 
to ask this question. The President did couch this in terms of a 
Moonshot.

Mr. Dryden. He di d; yes, sir.
Senator Allott. In  his message.
Mr. Dryden. As a goal.
Senator Allott. Now there are a group of outstanding scientists— 

and I wish I had been able to put  my hands  on article I read some 
weeks ago—in this country who feel tha t making this the specific 
target or goal of the space adminis tration is a mistake. I  am sure you 
are acquainted with  that.

Mr. Dryt>en. I have heard the argu men t; yes, sir.
Senator Allott. And you are acquainted, I  am sure, with the  scien­

tists. I cannot name them here, but many of them are very prominent 
scientists who disagree with the proposition, the fundamenta l proposi­
tion, of making the moonshot the No. 1 goal.

Mr. Dryden. Yes.
MANNED SAT ELL ITES

Senator Allott. Now what I would l ike to ask is this : Does this 
Moonshot, of it self, precipitate  the things tha t are most advantageous 
to the United Sta tes with respect to scientific achievement and the pro­
tection of  the United States? And I am thinking of an example, and 
it may be a poor one, of a manned satellite.

Mr. Dryden. This  is a goal th at you have to  achieve on the way to 
the Moon.

Senator Allott. By “manned satellite,” I mean an actual manned 
satellite in space.
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Mr. Dryden. Yes, this is one of the goals that  you have to reach be­

fore you get to the Moon.
Senator Allott. I do not mean in orbit. I am not talk ing about in 

orbit, I  mean, just once or twice or three times around the Earth. Not 
a Mercury shot.

Mr. Dryden. I understand.
Senator Allott. I am talking about a  manned space vehicle which 

would remain in space. As an example, might this not be a more 
worthy goal, a be tter payoff for the  United  States in terms of scientific 
achievement, in terms of ultima te protection to the United States, 
than  a shot to the  Moon ?

TECHNOLOGICAL AND PSYCHOLOGICAL  EFFORT

Mr. Dryden. May I say tha t I do not think  the justification of a 
manned space flight is wholly, or for the most part, scientific. It  is 
technological. There are psychological elements connected with it as 
well. But it  is mainly a technological undertaking which will produce 
great developments in our technology.

Now the question you asked, as to whether this  produces the correct 
balance of scientific development in the country, I think is very diffi­
cult to answer.

Probably  not, but I am sure tha t if there is such a goal before the 
Nation, tha t there will be a grea t impetus to scientific development, 
just as the development of the atomic bomb gave grea t stimulus to 
the-----

Senator Magnuson. Wha t you are saying in effect is tha t this 
program which you are going to outline here in a minute has the 
so-called important major side effects—this may be the goal—and th at 
even if you did not  land a man on the Moon, it would have g reat value 
through the whole scientific, technological field, our economy and 
everything else because it spurs the development of all kinds of ac­
tivities in the  whole space field ?

Mr. Dryden. This is right. The purpose of a definite goal, of 
course, is to motivate people, to integrate is the word we use, to di­
rect toward a common goal and therefore get a balanced program so 
far  as the technology of space flight is concerned.

Senator Magnuson. I think we could do better i f Dr. Dryden would 
finish his statement  of the main areas here, and it would put this a 
little more in perspective.

Senator Allott. All right.
Mr. Dryden. Yes.
Senator Magnuson. It  is just a very shor t one.

RELATION TO MILIT AR Y FUT URE

Mr. Dryden. I think I finished the second pa ragraph which points  
out this technology not only relates to our industr ial future , it also 
relates to our mi litary  future because of the potential mili tary applica­
tions of space science and technology tha t we do not now foresee. I t 
is exactly the same situation as at the time of the Wright Brothers 
flight. Here was something everyone said was sport, was not a seri­
ous enterprise. We let the technology go to  Europe. We entered the 
Fir st World War with not a single manufacturer  in this country who
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could build an airplane  or design one. We imported  our design of 
airplanes  in the Fir st World War because we did not have the vision 
to see that this new technology was going to have this kind of applica­
tion. And the same thing is true here.

B reakdown of P rogram  F unds

Senator Magnuson. All righ t, give us the breakdown of the $549 
million.

Mr. Dryden. I should like to indicate the main areas of increase 
proposed in the President’s May 25 message to the Congress.

The total of $549 million includes the following:

Apollo  Spacecraft

Fo r the Apollo spacecraft which is a three-man vehicle capable of 
safe return from the Moon at 36,000 feet per second—and incidentally, 
also useful in the so-called orbiting spacelab and circumlunar flights— 
and for supporting  research facilities and work in the life sciences, 
some of the hazards, the effects of such things as long-continued 
weightlessness and so on, $202,500,000.

F - l  E ng ine

For the F - l engine, the 1,500,000-pound-thrust liquid-propellant 
engine used in clusters for the vei-y large vehicle required for the 
manned lunar  mission—the name Nova has been used for this large 
vehicle—with necessary test and other facilities, and activities related 
to an aggressive beginning on the  Nova vehicle, $121.5 million.

Senator Allott. I)r. Dryden, at that  point, what is the difference 
between the Apollo and Nova?

Senator Magnuson. May I  suggest, Senator, t ha t we let him finish 
these items and then we will go back ?

Senator Allott. All r ight,  fine.
Senator Magnuson. I would like to get this  in perspective. 

Proceed.
Air. Dryden. For  unmanned lunar  exploration  in preparation for 

manned missions, $56 million.
For general supporting research, tracking-stat ion facilities, sound­

ing-rocket programs, and advanced-facility design required in the 
manned lunar program, $74 million.

Then there are the two items not re lated to the lunar  mission.
To speed up both the research and a sta rt toward a transitional 

system of communications satellites, $50 million.
For engine development fo r the nuclear rocket Rover, $23 million.

T iros  W eat her  Sat ell ite s

For the purchase and launch of additional Tiros weather satel­
lites so that one can be kept continuously in orbi t until the Weather  
Bureau is able to place in operation its worldwide system based on 
the Numbus satellite, $22 million.

Senator Magnuson. Now we can go back and discuss the items.
This is the breakdown—let’s get this clear—this is the proposed 

breakdown of the $549 mililon.
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Senator Allott. Well now, going back, Dr. Dryden, what I am 
concerned about is the immediate goals of this space program. I 
want  to make my own position perfectly clear that I have no ques­
tions about the advisability of going forward on the space program, 
but I do—with certain respect to various people who have discussed 
this—have a question as to  whether or not we are not making a moon 
shot primarily for the propaganda value.

E stimated  Cost of Moon Shot

Now what would be total cost estimated of the total moon shot 
project?

Mr. Dryden. The to tal cost of everything connected with the  moon 
shot is of the order of $20 billion. When this is spread out, of course, 
over the  decade, or whatever period it takes  to get it. I he goal is to 
get there before the end of the decade.

Senator Allott. Then you can see th is raises the question, I s the 
propaganda value worth $20 billion ?

Mr. Dryden. I tried to say I do not th ink the propaganda value is 
the main thing. Setting this goal will force you to do a scientific 
and technological development in this country tha t otherwise would 
not be done.

Senator Allott. But the question is, is it forcing you to do the kind 
of technological work tha t is going to do the United States the most 
good over a given number of years? Now this  is a question I would 
1 ike to have an answer to.

D evelopment of X-15 Airplan e

Mr. Dryden. In  my opinion, yes, because it gives you the ability 
to do anything  tha t you want to do in space, in the area between 
here and the Moon. It  provides the sound basis. To use a similar 
illustra tion on a smaller scale take the X-15 airplane now breaking 
speed records regularly. It  is not good fo r any military purpose or 
civilian purpose, but the development of tha t airplane developed 
the technology of supersonic flight which you find in every mili tary 
aircraft, and you are going to find it in your supersonic transpor ts 
when they arrive.

Senator Magnuson. Now let’s be practical. You can p ut a man, 
or a three-manned team on the Moon. Now what do you use tha t for?

Mr. Dryden. That in itself is the setting of a goal which requires 
you to stretch your legs in science and technology.

Senator Allott. But has no practical use, tha t you can see, in 
itself ?

Mr. Dryden. Well, there are people who will try  to read future  
tha t far  ahead. There are people in the military who talk about 
lunar bases. I just cannot see tha t far  ahead. I t certainly does not 
make any sense to me right a t this moment.

Senator Allott. Well in the more immediate future might not 
manned satellites in space have a more immediate reflection upon the 
safety, and I  am th inkin g primarily of military value to the country, 
than landing three  people on the Moon ?

Senator Magnuson. He says you have to have the manned satellites 
before you can land on the Moon.
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Senator Allott. No, he said just the reverse.
Mr. Dryden. No, I  did not. I do not think so. A large manned satellite is the first concrete step t ha t you will see as an intermediate goal in the program to land men on the Moon. The APOLLO spacecraft, which is in some respects a bigger edition of the MER­CURY vehicle, will be orbited attached to a large living compartment in which you can do long-term experiments on l ife in space. It  can also be used for practical uses. If  you find it is of use to have a man up there looking down a t the clouds instead of doing it by TV, you have the technology to enable you to do that.
Now this will come about 4 years from the time the program begins. This is the stage which you will have reached. Now a few years later you will be able to send the same spacecraft around the Moon and back. And within 10 years we would hope to be able to land on the Moon and return. Now each of these steps requires advances, not only in scientific knowledge but in the technology, the development of practical devices, communication devices, guidance devices, better materials for certain uses. And these are the important results. This is what I am trying to say. You do have the propaganda benefits of doing a good job in space. It  is quite clear th at the  Russians can have a space station up tomorrow if they have been building it. They pres­ently have the booster capacity to do it. They so far have put one man around-----
Senator Magnuson. Say tha t again.

RU SS IA N  CAPA BIL IT Y

Mr. Dryden. The Russians could put up a manned space station to­morrow if they have been building spacecraft and working on these problems because they have the booster tha t would put  i t up. We do not at the present time. AVe will have in a few years.
Senator Allott. Well if the F - l which you mentioned-----
Mr. D ryden. The F—1 is the building block of the still larger  en­gine. We are now of course engaged in the SATURN which is a cluster of our existing engines.
Senator Saltonstall. Mr. Chairman, i f the Senator f rom Colorado is through, I have two questions.

EF FE CT ON M IS S IL E  PROGRA M

Mr. Dryden, following up what Senator  Al lott has said, how much will this effort to get to the Moon assist us in our missiles from the Defense Department, like the MINUTEMAN and the TITAN and the ATLAS and those ?
Mr. Dryden. Well, I think at the present time you would not say there was a direct return of tha t type. It  will have a great influence on the weapons of the future, whatever they may be.
Senator Saltonstall. Well, the weapons of the future , to the best of our ability at the present time, are the ATLAS, TITAN, and MINUTEMAN.
Mr. Dryden. 'Well, within the next 3 or 4 years.
Senator  Saltonstall. 'Well within the 5 or 6 or 7 years.
Mr. Dryden. I would not have any quarrel with anyone who says tha t has a higher priority than the longer term goals.



INDEPENDE NT OFFICES APPROPRIATIONS, 19 62 655
Senator Saltonstall. What I  am getting  at is, supposing we want to justify to someone who is opposed to this program, this $549 million additional, can we justi fy it by saying tha t this program will be of assistance in the development of the missiles for the security of the country ?
Mr. Dryden. I would not use the word “missiles.” I would say “space vehicle.” We will develop the ability  for men to move around in space and carry with them whatever they wish to carry with them.

RESEARCH ON PROPELLANTS

Senator Magnuson. I was going to ask you this question. Of course some of the side effects of this thing, you have to go in and have more intensive research, continuing research on propellants.Mr. Dryden. Yes.
Senator Magnuson. Now however we improve propellants , either liquid or solid, i t has a direct effect on what we are going to do in our future weapons.
Mr. Dryden. We must be honest and say the flow is in the other direction. We are using THORS and ATLA S as a pa rt of the same submission to the President, and the development of the very large solid propel lant technology will be carried  along by the De­fense Department , although the Defense Department  does not know at this moment what they will use these tremendous capacities for.Senator Saltonstall. That  brings up the other question I wanted to ask. You said a minute ago, if I heard you correctly, tha t you were moving forward on both the liquid fuel and solid fuel.Mr. Dryden. We are moving on the liqui d; the Department of De­fense will move on the solid, and in 2 or 3 years we will make a deci­sion as to whether the vehicle tha t we build for the Moon is based on the liquid propellant or the solid propellant.
Senator Saltonstall. I see. Well of course the MINUTEMAN is solid propellant. And that  is a thi rd generation of missiles and is anticipated to be the best one say 2, 3, o r 4 years from now.

WORK OF DEFENSE DEP ARTMENT

Mr. Dryden. It  is because of the experience of the Defense De­partment in the development of M INUTEMAN and P OLARIS tha t the job of advancing the solid propellant technology to meet the space need was assigned to the Defense Department. Now they do not have any direct weapon need for capacities of 20 million pounds at the persent time. In  the future  they may. At present they will be working on a motor to meet our specifications and our needs.Senator Saltonstall. You are looking forward to 20 million pounds where the Defense Department is iy 2 million at the most?Mr. Dryden. Well, iy 2 million is bigger than  any Defense has. The F -l  engine is the one we have under development at iy 2 million. And the SATI RN cluster will be about iy 2 million pounds.
CHA RACTE RISTICS OF LIQUID AND SOLID PROPELLANT8

The reason I may seem a little indefinite in the answer is that  the characteristics of liquid and solid propellent  engines differ so that you have to have about twice the thrust in a solid propellant to do the
71036—ei<------42
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same space job. This is because i t only burns about half  the time. 
In  other words, the thing  which puts objects into space is the product 
of the thrus t for the  time for which you have the thrust acting. And 
in solid propellan ts the hea ting problem in the nozzle is such that you 
have to restrict  the burning time to the order of about 60 seconds 
whereas in the liquid propellants you can burn longer. So, whereas in 
the F -l  engine a c luster of perhaps 8 or 10 of these will do the Moon 
job, having a thrust, well, 10 would have a thru st of  15 million pounds, 
it would take roughly twice the thru st in the solid propellants to 
achieve the same answer.

Senator Saltonstall. Thank you, Mr. Chairman.
Senator Magnuson. All right. I know we have a lot of questions. 

Senator Schoeppel ?
Senator Schoeppel. No questions.
Senator Allott. I want to pursue this just  a bit further .

CRITICISM OF SCIENTISTS

Why then. Dr. Dryden, did this outstanding group of scientists—and 
T wish I could have put my hands on the article—say that  they did not 
think the specific goal of the Moonshot was the area in which the Gov­
ernment should travel ?

Mr. Dryden. Well, T think there is a fear th at scientific research will 
not be supported if this program goes ahead, tha t there is a com­
petition for funds as between science and the space program. I might 
say that scientists are not unanimous. We have had the planning for 
this program reviewed by a group of scientists, from MTT and other 
universities, and they have indicated the planning makes sense to 
them. Lloyd Burkner is a strong exponent of this program. Gen­
erally speaking, as you say, there are some well-known scientists who 
h«vo "one on record* against it. T do not want to get into a discussion 
of this. One of the  same very famous gentlemen said a rocket would 
never be able to send a pavload across the ocean. This program is the 
sort of one that  where the people who are a little bit more used to 
change find it easier to spp.

Furthermore, scientists who have a broad view of the interests of 
this countrv T think arp ablp to apprpciate tha t there is something 
to it. much more to it. than purely a program in scientific research.

Senator Allott. What  you are saying there in effect, in your last 
statement, is tha t the people who agree with you are far-sighted and 
visionary, and the people who disagree with you are stick-in-the-muds. 
Tha t is the effect of your argument ?

Mr. Dryden. Well, I am just saying-----
Senator Allott. And tha t is not a good argument.
Mr. Dryden. T am saying some of the older people have been prov­

en wrong in the past in the things tha t have happened in the past 10 
years. Not all of them.

Senator Allott. So have some of the new ones.
Mr. Dryden. Tn general the new ones have been too optimistic 

about time schedules and costs. I  would agree with  this, as to what it 
really takes. This is a tremendous undertaking.
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TARGET DATE  FOR UNM ANNED VE HICL E

Senator Allott. Now  based upon your current estimates, when 
would your first package hard landing on the Moon occur?

Mr. Dryden. Unmanned? Next year, I think.
Senator Allott. Next year.
Mr. Dryden. With the package and spacecraft now being de­

veloped by the Je t Propulsion Laboratory and its subcontractors.
Senator Allott. And the first package soft landing?
Mr. Wyatt. 1963.
Senator Allott. Then you have said in the neighborhood of 1970 

the first manned attempt  ?
Mr. Dryden. Hopefully before 1970. You set your targets at this 

time to keep the pressure on people-----
Senator Allott. Possibly by 1970 this would be your goal, is this 

correct ?
Mr. Dryden. That is correct. We have presented to the Congress 

several timings on the long-range plan which we had before this last 
acceleration, tha t had the Moon landing  afte r 1970. So it was not 
entered in our detailed planning. In fact, no vehicle was planned 
capable of landing  on the Moon. The engine for it, the F - l engine, 
has been carried for the past 2 years.

Senator Allott. I s tha t an up-to-date summary of your project 
tha t you have in your hand there,your pocket statistics?

Air. Dryden. Well, I guess there is one a littl e more recent.
Senator Allott. I had one a year ago.
Air. Dryden. Here is the current one.
Senator Allott. Thank  you.
Mr. Dryden. It  is the only one I have but I  can get them for you.
Senator AIagnuson. Get the committee some of these.
Mr. Dryden. I will.

F - l  Engine

Senator  Allott. Now  on the F -l  engine, I  do not know whether 
this  is classified or not. Are we able to discuss this engine here?

Mr. Wyatt. Yes. Substantially, yes, sir.
Senator Allott. Last year we had a full test run of the F -l  and 

my recollection is it was last fall. Is tha t correct ?
Air. Dryden. I thought the first full durat ion was done relatively 

recently.
General Ostrander. The first full durat ion occurred since the first 

of the year. I cannot recall the exact time.
Senator  Allott. Since the first of the year.
Air. Dryden. They were short duration runs, and they were prob­

lems in the early development in combustion and stability. But 
these seem to have been overcome and the engine is now at the test 
stand at  Edwards and has made full duration records.

Manufacture of F - l  E ngine

Senator AIagnuson. For the record, who is building this  engine? 
Air. Dryden. The Rocketdyne Division of North American. 
General Ostrander. AVe have made runs on the  engine as high as 

1,640,000 pounds. These were for periods of roughly 15 seconds.
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We have made ful l duration runs on many of the components of the 
engine.

Senator Magnuson. What is the big engine tha t General Electr ic 
or Westinghouse was developing that w*e had last year ?

Is that the Science Foundation ?
Mr. Dryden. No. It  may be the one under development in connec­

tion with the ANP program.
Senator Allott. To follow the F - l just  a li ttle bit further,  because 

our efforts at present depend on this, would you say tha t the F -l  
engine is reaching the point where it could be regarded as dependable?

What is the stage of development, in other words? Tha t is what 
I am tryin g to get at.

General Ostrander. The engine is scheduled for what we call 
PFRT , preliminary flight rating test, in March of 1963.

Senator Magnuson. Will you give your name ?
General Ostrander. General Ostrander,  I  am director of launching 

vehicle programs in NASA.

PRELIMINARY FLIGHT RATING TEST

The engine is scheduled for what we call PFRT , preliminary flight 
rating test, in March of 1963.

This is the point at which you feel sufficiently competent of the 
engine th at you are willing to risk it in a flight with  a vehicle, that 
you actually use it for flights. I think,  however, tha t the develop­
ment of the engine has progressed sufficiently satisfactorily so that 
we can foresee no major problems in the development of the engine 
between now and the time of the preliminary flight ratin g test.

Mr. Dryden. Just to help your thinking , this period would cor­
respond roughly where MINUTEMAN is now. MINUTEMA N has 
had one flight firing, and it would be about a year late r before 1964 
or 1965, tha t we would be where the M INUTEM AN is now.

Senator Magnuson. W hat type of fuel is in this, is contemplated ?
Mr. Dryden. Kerosene fuel and liquid oxygen oxidizer.
Senator Magnuson. Has there been any planning proposals on nu­

clear fuel in this ?
Mr. Dryden. Yes, one part  of  the program in the first request, and 

part in the second, is on this joint  project with the Atomic Energy 
Commission Project Rover, which is the development of a nuclear 
rocket. To us, at the moment, it looks as if this will come in a slightly 
longer time scale.

Senator Magnuson. In other words, the type tha t you are experi­
menting with looks like it is the best immediate thing  to work with?

Mr. Dryden. If  you are going to set a goal of 1970, yes.
Senator Saltonstall. Mr. Chairman, have you finished ? I wanted 

to ask some more questions.
Senator Magnuson. Surely.
I did not know whether you were through.
Senator Allott. Go righ t ahead. I have finished with this one 

question.
Life  Sciences Appropriation

Senator Saltonstall. I have been studying this chart. Now on 
life sciences, if  you want to accelerate this program to the Moon, why
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do you need to increase your life sciences appropria tion from 8.6 to 
20.6 million ? Tha t is a very substant ial rise.

Mr. Dryden. The substantial natu re of this rise is because the only 
way to find out about problems of radiation  and problems of long 
continued weightlessness is th rough  flights. So this does involve the 
cost of some flights with animals.

Mr. Wyatt. If  I may direct myself to that , the 20.6 million includes 
the instrumentation, what we call the biopacks, with which you actual­
ly make measurements in satellites. This  whole program of plan ting 
men on the Moon, as Dr. Dryden has mentioned here, involves a 
number of unknown hazards and unknown problems to man himself. 
One of them is the effect of radiat ions and the amount of shielding 
tha t is required.

RADIATIO N STUDY

In this area fi t radiation we will be doing a lot of scientific work in 
determining the nature, the magnitude, the energies involved in the 
various particles. But in the li fe science program we have to couple 
this with a thorough understanding of the effects of these radiations on 
living tissue. It  is a matter tha t is very difficult to do completely and 
satisfactorily in ground labs because it is not possible to get the tota l 
mixture  of all of the kinds of radia tion to which the  human will, in 
some degree, be exposed. So as part of the life science program it 
will be necessary to fly spacecraft for long-term exposures in the inner 
and outer Van Allen belts and to use living tissue from very simple life 
forms on through perhaps minor mammal forms, recover these, and 
determine just  exactly what has been the total effect on the tissue 
as a living organ.

Senator Saltonstall. Tha t is really  a part  of the vehicle develop­
ment ?

Mr. Wyatt. It  is a pa rt of the development to determine what 
kind of radia tion shielding we have to place on Apollo in order to 
keep man safe.

HIG H ENERGY HEAVY PARTICLES

Mr. D ryden. There are in space these very h igh energy heavy p ar­
ticles which are stripped-down atoms of the heavier atoms, giving 
energies tha t we find it difficult at the present time to produce on 
Ear th. And there is some research going on in this field.

One 6-month period it looks very gloomy and the next 6-month 
period it  looks promising.

One of the promising recent developments was tha t in space you 
may have only one of these particles in a 10-foot cube so tha t only one 
particle  will h it a person at a time. There is some evidence that just  
a single very tiny h ulle t going through does not often hit  anyth ing 
very vital. As our knowledge in thi s problem grows our estimates of 
the amount of shielding tha t will ultimately be required varies.

Senator Magnuson. Well, would you get a lot of experience for 
this  par ticu lar project, or vice versa, you would gain some experience 
in your research on this project, for  the manned space-----

Mr. Dryden. Yes.
Mercury P roje ct

Senator  Magnuson. The Mercury projec t ?
Mr. Dryden. Yes.
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Mr. Wyatt. Actually the Mercury capsule flies below the region 
in which the radiat ion is the prominent problem tha t it is fur ther 
out in space.

Senator Magnuson. But there is a certain amount.
Mr. Wyatt. You will get a certain amount of it.
Senator Magnuson. There is certain informat ion both ways.
Mr. Wyatt. Yes, sir.
Senator Saltonstall. Mr. Chairman, may I  ask a question?
Senator Magnuson. G o right ahead.

Lun ar  and P laneta ry E xploration

Senator Saltonstall. You have down here, “Lu nar and planetary 
exploration,” and you have increased tha t by one-third, from $103 
million to $160 million.

Mr. Dryden. This is unmanned. »
Senator Saltonstall. What ?
Mr. Dryden. These are the instrumented things we were talk ing 

about. The original $103.9 million includes this hard-landing-soft- 
landing type of operation. Now in connection with actually landing  
a man on the Moon: In the first place we must be sure we get pre­
liminary information about the lunar surface and environment. To 
do this we feel tha t we need to have some increased number of flights 
to be sure we get all we need. I think most of you know th at the 
reliability and experience of space vehicles at the present time is 
something like 50 percent. You are lucky if you get a fully successful 
flight once in two tries.

So tha t you have to provide more flight possibilities i f you have 
to have the information.

Now in a purely scientific program there is not quite the same 
urgency of need on a time schedule tha t you have i f you are actually 
going to land a man on the Moon and you need information before 
you do it. You need more informat ion about the character of the 
surface of the Moon, more detail about the t errain, the ability to put 
men down in a predetermined area. So tha t the $56 million repre­
sents the strengthening of that  scientific program tha t is directly as­
sociated with the manned missions.

R esea rch and Develop men t

We are prepared to go into fairly extensive presentations. I do 
not know what the wish of the committee would be. This is simply 
a breakdown of the research and development appropria tions. It 
has on it the two sets of figures, the black figures being the amounts 
before the House. In other words, of the $1,235 million, $919 million 
was in the “Research and development” appropriation.

The red figures are the modifications contained in the President’s 
budget. And we can go into these.

Senator Allott. Mr. Chairman, I wonder if  I  could indicate  three 
areas I am par ticu larly  interested in so tha t in the presentation I 
would perhaps get answers to them ?

The first one is one tha t you might  answer now, and tha t is whether 
or not there are any plans underway as a possibility for a backup 
booster for the ATLAS in the MERCURY program ?
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Mr. Dryden. The MERCURY program is so nearly through tha t 
there can be no question of a backup vehicle. We are looking at  
TITAN II  for future space programs. And, as a matte r of fact, 
there is $15 million given to the Department of Defense to study a 
vehicle based on TITA N I I.

Glossary of Definitions

Senator Magnuson. Doctor, this is an incidental, but we sit around  
here and discuss TIT AN II  and TIR OS  I and NOVA and MER ­
CURY, APOLLO, MINUTEMAN, and I wish someone would put 
in the record a glossary of definitions. And my friends at the end 
of the table would like that, too.

Mr. Dryden. We are working on such a glossary and will be 
happy to supply i t when completed.

Senator Magnuson. Just put it  in the record. These are all new 
terms and sometimes they get confused.

Mr. Dryden. We hope to have the published glossary containing 
the thousands of terms in September. You are not the first person 
to ask for it.

P roject Echo

Senator Allott. The second area which I  hope you will cover some­
time during your presentation is the Project Echo, and what is being 
done on that. Then I want to ask you also the general question as to 
whether or not—we are assuming the correctness of your goal, which I 
personally have not been able to convince myself of exactly—we are 
appropriating  enough money tha t we can proceed with all logical 
speed toward this?

I have had scientists tell me in the past, privately , that they did not 
want more money on a particular thing because they found if they 
went too fast they just  had to come back and do over what they had. 
done before. And with this concept in mind, would you answer that  
question?

Air. Dryden. Well, I  th ink it has  been our determina tion not to get 
involved in the subject of the effect of too much money, of which you 
speak. I do not know of any case so far  where this has been a problem. 
And, the other way around, we have had to learn by experience tha t 
the optimistic proposals from various sources usually turn  out to lie 
overly optimistic both on cost and time. I think it is not a mat ter 
to criticize anyone for because we are dealing with a new technology 
and we all have to learn.

But what has to be done can be done. We have learned tha t it 
pays to do an extensive amount of ground testing, to shake things, 
to heat them and cool them, before you invest in this $3 million or $4 
million exercise of fir ing into space. In  other words, you want to take 
all the precautions tha t you possibly can on the ground to insure the 
success of these devices.

TARGET DA TES

We have been criticized because our target dates  slip. A target  date 
is something you set up as a minimum time in which something can be 
accomplished if there  are no problems, if you do not run into technical 
difficulties, if you do not run into a strike somewhere. In other words, 
you set  your target  fo r a time and you try  to  keep as close to that  as
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you can. Bu t we have n eve r had a case where  a vehicle  was fi red when  
people d id no t th ink it  was read y and  in the be st possible condition.  I t  
does no one any good to  simply shoot fireworks into  the  a ir. And  no  
one has  ever con sidered the  thou gh t of  fir ing  j us t because  there  w ere 
certa in dat es set  aside.  I f  the thi ng  is no t r ead y, you fix i t and get  it  
in the  best  poss ible conditio n. I wou ld say if  it tu rn s ou t th at  the  
difficulties are  so gr ea t th at  we do no t mak e the goal by 1970, an d we 
hav e tr ied urgent ly  bu t not waste ful ly,  th at  we are  b ett er  off t o have 
done the job  correctly .

Now, some peop le do no t agree wi th  th is phi losophy, as you  know. 
How eve r, th is has  been our ph ilo so ph y: To  tr y  to do as good a tech­
nical job  as we poss ibly  can. I  do no t know of  any  case where t here 
has  been too mu ch mo ney assigned.

Se na tor  Magnuson. Well, you  know , Doctor, ou r old  fri en d Van - 
nevar B ush  used  to  always sa y: keep you  f ellows a li ttl e lean and hu n­
gry a nd you  will  do  a li ttl e be tte r job.

Now I wa nt  to ask two  ques tions, one sugge sted by th e S en ato r from 
Colorado.

You a re tak in g a  lea pf rog here w ith  yo ur  objective.
Mr.  Dryden. W ith  the  objec tive, by se tting  it fa r ahea d.

LEAPFROG OPERATION

Senator  Magnuson. I t  is a lea pf rog opera tion. But  in the mean­
time the question is, w hy not  f irst  take  i t s tep by step and g et  in to  yo ur  
manned  space  sa tel lite and then, af te r th at  is proven , an  objective to the  Moon ?

Mr. Dryden. Th is in effect is wha t the  prog ram  is. May be the  
th ing to do is to  ju st  pre sen t wh at the steps are  in th is pro gra m.

Senator  M agnuson. I  th ink  t he re is a g re at  deal th at  m ust  be done 
wi th the Am erican  publi c to un de rst an d th is if  they are  g oin g to  ac­cep t it.

An d w’e na tu ra lly  are  concerned here wi th  th at . The ir  conception  
nowT is t hat  w e are  jus t going , in some cases, to  the  ex trem e, abandon­
ing several othe r th ing s and  tak ing a jum p up  to the Moon. An d I  
th ink it  shou ld be well pointed out,  w hatev er you people have worked  
out on thi s, wh at are  the steps in between, wha t benefit wi ll incur to  
the  Un ite d Sta tes , to the field o f science and  space in th is  pa rt icul ar  
move. Because wh at w’e are  ask ing  the Am erican  peop le here , t o get  
it  down to simple terms , if  my ar ith me tic  is righ t, assu min g we hav e 
200 mil lion  people by  the tim e th is happens or  du rin g the tim e, is 
$100 each. I t  i s goin g to cost each Am erican  $100. Now w’he ther  the 
Am eric an pub lic wa nts  to accept th at fo r scientific reasons, pre stige  
reasons,  prop ag an da  reasons, or  all thr ee , is som eth ing  th at  we up 
here m ust  decide. An d, ther efo re,  we have  to ha ve a ll t he  in for ma tio n, 
or  all the jus tifi cat ion , if  any,  th at  th is is no t ju st  a simple leap fro g 
opera tion to  put  a man on the Moon.

COST OF SHEPAR D’S FL IG HT

Mr. Dryden. You ma y recall  the  sto ry  th at  Sh ep ard’s fligh t cost 
every in ha bi tant  $2.25; $2.25 bought, not only Sh ep ha rd ’s flig ht,  bu t 
the whole Me rcu ry prog ram from begin ning  to end. No t th at  one 
flight.
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Senator Magnuson. It  probably bought $2 worth of confidence to 
each American.

Mr. Dryden. The question is, Was that worth $2 to each American ?
Senator Magnuson. I do not know. This is something tha t Con­

gress and the administration , the President jointly  must make a deci­
sion on. And I  think what we find out on the way to the Moon could 
be just  as important, or more important -----

Mr. Dryden. It  is more important, sir.
Senator Magnuson. Than actually putt ing a team on the Moon.
Mr. Dryden. Can we pick up with'Mr. Wy att’s slide No. 1 ?
Senator  Magnuson. All r ight. Does the committee want to see this 

now, or are there fur ther questions ?
Senator Allott. You are going to cover these other things? I will 

remind you of it later.
P roje ct Mercury

Mr. Wyatt. This bears to the point of what is included directly 
within  our manned lunar landing program. I sta rt here with Project 
Mercury because, in fact, Mercury is the first step in flying man in 
space.

This [indicating slide] simply illustrates,  the famil iar Mercury 
orbit which will be launched from Cape Canaveral using the Atlas  
launch vehicle, going to an altitude of a little  over 100 miles. In 
the orbital flights we will perform three circumnavigations of the 
earth in a period of about 4]^ hours; then firing retrorockets west 
of the west coast of the United States, we will reenter the atmosphere 
here, and in the same manner as the Shepard flight we will eventually 
parachute the capsule to Earth  in a recovery area in the western 
Atlantic ocean.

Senator Magnuson. Now what is the target  date ?
Mr. Dryden. Around the end of the year.
Senator Magnuson. I t looks like you will do this job around the 

end of the year.
SUBORBITAL FL IGHT S

Senator Allott. And there are more of the Shepard type flights?
Mr. Wyatt. Suborbital flights?
Senator Allott. How many of these before that ?
Mr. Wyatt. I believe three more.
Mr. Dryden. Perhaps two more. The other two astronauts prob­

ably.
Senator Magnuson. You say the other two astronauts ?
Mr. Dryden. Of the original three. You see three were selected 

for the suborbital flights, and this is a training flight. From these 
three our present idea is tha t one will be selected for the first orb ital 
flight.

Mr. Wyatt. Now I think it impor tant to note that  the ATLA S 
flight will be our first experience in this country with full orbital 
flight. We expect to learn how man will act and react in space up 
to the 4% hours tha t he will be weightless during the flight. And 
this kind of knowledge, how a man acts up  to tha t length of time of 
weightlessness, is very important as a foundation  for much longer 
trip  times. These will be required, either in the orbiting  laboratory
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fligh ts th at  hav e been discussed, or  fo r the  ac tua l tr ip  to the  Moon 
which m ay take in the  ord er  of GO hours.

Se na tor  Magnuson. So we get  all th is clear, and th is is more of 
in ter es t t o us  when it h as  a ny thing to do wi th the ap prop ria tio ns ; you 
say  it will  tak e abo ut GO hours, your  est ima te, fo r a man to ge t to 
the Moon ?

Mr. Dryden. An d 60 back , and wh ate ver  tim e he stay s the re.  
Se na tor  Magnuson. 120 hours.
Mr. Dryden. Yes,  sir.
Mr . W yatt. May I  have  the next  slide , please  ?

P roject Apollo

Th is shows the  thr ee  dif ferent  miss ions  th at  are  included in th is 
overa ll Pr ojec t Apo llo th at  we discussed. Th e first  is th e Ear th  o rbit 
over here on the  lef t, which leads to the  ma nned space sta tion. Ou r 
plan ning  is at  th is  tim e th at  we will hav e a spacecraf t cap able of 
at  leas t 2 weeks in orb it.

I  sha ll discuss in a la te r slide how we build  up  th e to tal  A pol lo space­
cr af t, to accompl ish these missions. But  fro m the  E art h  orbit ing  
mission, last ing pe rhap s 2 weeks, we c an the n go into more  and more  
ell ipt ica l flights away fro m the  E art h  un til  gr ad ua lly  we have  flown 
out aro und the Moon, wi thou t act ua lly  lan ding  on the  Moon. We  call 
th is  a circ um luna r mission.

Sena tor  Saetonstaee. Th at  is wh at the  Russ ians have done alread y.
Mr. W yatt. Th ey  have not done it wi th a m an,  s ir.
Sena tor  Saltonstale. I  know. Al legedl y they  have gone  aro und 

the  Moon.
Mr. W yatt. They have gone aro und the  Moon.
Sena tor  Aeeott. In  yo ur  plan ning  here,  the ell ipt ica l sho t from 

the  cen ter involves doing  th is  with  men ?
Mr. W yatt. Yes, s ir, wi th thre e men.
Then the  final pha se of  the  A pol lo miss ion is the ul tim ate  objective 

we have  been disc ussing,  w hich  is to fly out to the Moon, lan d on the 
Moon, sta y fo r some d urati on  of time wi th three men, and the n re tu rn  
to  the  Ear th . So th is con stitute s the tr ip le  objective to be ca rri ed  
out over  a numb er of yea rs. An d we wil l tak e these step by step .

Now the ne xt  ch ar t shows the  kind  of  con figura tions th at  we are 
looking at  to do thes e tr ip le  jobs. Al l of  the m con tain a numb er of 
modu les, or com ponents , th at  we can pu t tog eth er.  An d th is  gets to 
yo ur  po int , Se na tor , as to why we do no t sim ply  con cen trat e on the  
fligh ts aro und the Ear th . I t  is th at  we can design the  comm and  u ni t, 
or  the cabin,  th at  p ar t wi thi n which the  men  p rin cipa lly  s tay  a nd  con­
tro l the  space cra ft, so th at  it can ree nter  fro m the Moon.

Now in fly ing  aro und the Ear th  in  a sat ell ite  orb it, we get  up  to  
speeds of  abou t 18,000 m iles an hou r. Th is  is wha t Me rcu ry does. I t  
is t he  speed req uir ed  to  sustain  an orb it. On the othe r h an d,  to  r et ur n 
fro m the  Moon we will  have t o ree nte r the E art h  atm osp here fro m a 
speed of abo ut 25,000 miles  an hour . Th is  m akes  a  t rem end ous  d iffe r­
ence in the  he at  pro tec tion th at  is requ ire d in orde r to  main tai n the  
in tegr ity  of the  spacec raft and,  of  course, to kee p a livable condition 
fo r the  pilo ts. We  find in our  stud ies  th at  we can des ign the pa rt  
whi ch will  ac tua lly  r een ter  th e atm osp here, (t hat  is the com ponent  up  
in  fron t wi th the  three  men in it ) so th at it  cannot only  serve as a
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2-week space station in flying around the Ear th, but can also reenter from the Moon and can be landed on the Moon.
In the Ea rth  orbital mission we would propose a configuration 

which looks something like this : The command capsule, or, again, the cabin, in which the crew is principally  housed up at the front;  
and right behind it in this tape ring  section back here we would have a propulsion system that  would be used to permit us to abort  the flight 
if we had trouble with our booster, following the same kind of a prin­ciple tha t we have in  Project Mercury, allowing us to escape rapidly 
in case we have a malfunction of the  vehicle. This propulsion system housed in here could also be used for  making corrections in the course. As you fly an Earth-orbiting path  you will be able to change your 
flight alt itudes and your  flight angles to a degree; this would give you 
a degree of maneuverability. Then, for the E arth-orb iting  laboratory mission we would propose to put  on, in addition,  another larger sec­tion back here which could be a working laboratory. The men are  
launched in the cabin and then can proceed back and conduct experi­ments, can perform tests, and can have room to move around in this 
labora tory module back here. Thus we have a three-part unit  th at is satisfactory for the Earth-orbiting labora tory flights.

Now when we go to the  flight  around the Moon, we will not want to carry the weight represented by the working space back here. So 
we would not use that , and simply have the capsule and the abort and midcourse propulsion system. In  this case the same propulsion 
system would allow us to make the necessary navigation changes in 
velocity and direction in the course of a flight to the Moon to make sure we accomplish the p artic ular  trajec tory tha t we desire.

Senator  Saltonstall. Why isn’t it important, i f I unders tand you, 
in going around the Moon, to have the same cabin—that is land on 
the Moon—in order to try out and see if it is a good experiment?

DEVELOPMENT OF TH RE E-MISSION  SPACECRAFT

Mr. Wyatt. It  is very important  to get technological experience, 
and it is im portant tha t we can do three missions with the develop­ment of a single spacecraft. You see, if we only develop the space­cra ft suitable for Earth  orbit ing, it will not be capable of reentering 
from the  Moon. Now on the flight around the Moon we simply do not put, probably—and I say “probably” at this time because our plans 
are not bluepr ints at this stage—we probably would not carry  the orbit ing laboratory unit back here in which the men could perform 
tests.

Senator Saltonstall. Tha t is my question.
Mr. Wyatt. It  is a matter of weight, sir.
Dr. Dryden. It  is a matter  of necessity.
Mr. Wyatt. It  is a matter of what our launching capabilities  are 

going to be at the time we launch our circumlunar mission.
Senator Saltonstall. In other words, you hope to have more 

strength later on ?
Mr. Wyatt. Later on we will have a much larger launching vehicle, 

so when we come to the lunar landing we have th is entire spacecraft 
shown here. This includes the same cabin up front, the same abort 
and midcourse propulsion system in here, bu t in addition  we have to



666 INDEPENDE NT OFFICES APPROPRIATIONS, 19 62

carry  this very large additional propulsion system to actually land 
us on the Moon’s surface.

TAKEOFF FROM EAR TH

My next slide shows some of the details of the takeoff from the 
Ea rth  using this very large NOVA vehicle that , if powered with 
liquid motors, will have perhaps 12 million pounds of  takeoff thr ust ; 
it will have three stages, which will drop off as i t progresses upward, 
and finally bum out. After the third stage bums out we will send a 
spacecraft—the last one I described—out to the Moon.

This will have the capsule, the abort and maneuver propulsion sys­
tem, which in tha t case would serve as the takeoff engine from the 
Moon, and the landing engine on the Moon. This entire vehicle sys­
tem must reach a velocity of 25,000 miles an hour. Of course, as we 
get fa r away from the Earth the velocity slows down.

LA ND ING ON TH E MOON

My next chart  shows the landing on the Moon. Now this illustrates 
it as a more or less horizontal landing, coming from the upper left, 
coming in backwards, the retrorockets firing to slow it down, and 
then perhaps it wfill have vertical jets so we finally come in and settle 
down in a horizontal position. It  might well be we will come in on a 
tail sitting position on which we use the main jets  and simply come in 
tail first.

Dr. Dryden. The important t hing  is there is no atmosphere on the 
Moon so you cannot use the technique of slowing down in the atmos­
phere that  you do on the Earth.

Mr. W yatt. That is right, you cannot use parachutes or wings or 
anything else. You must do it all by reaction thrust of rockets. So 
this illus trates one of the two possible schemes.

The other one is simply to come in tail first and land on the tail.

TAKEOFF FROM MOON

Now afte r we have spent the  desired amount of  time on the  Moon, 
the next char t shows how we would take off. Now you see we take 
these engines up here, which I described as the abort engines, and 
we now use them to power our take off from the Moon back to  the 
Earth , and we fly back out. Then af ter  we get back into the trajectory 
velocity required to get back to the Ear th, we drop those engines off 
afte r we have made our course corrections.

CO MMUN ICAT IO N VIA  MOON

Senator Magnuson. Now let me ask one thing. Communication 
with th is thing on the Moon and on the way and back is a very simple 
thing? You can do tha t easily?

Mr. W yatt. I think  i t is an overstatement to say i t is very simple. 
I t is technologically feasible.

Senator Magnuson. It  is very feasible.
Mr. W yatt. Yes, sir.
Senator  Magnuson. Because I made a telephone call via the Moon, 

bouncing it off the Moon and back.
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Mr. W yatt. That  is correct .
Se na tor  Magnuson . I came in loud and clear,  too. Two seconds 

aft er  say ing  the  wor d i t cam e back.
Mr.  W yatt. Ri gh t.

REENTRY SPEED

Se na tor Allott. Could  I  ask  t hi s que stio n ? I t  goes back to  some­th in g you  said a while ago. As  I  un de rst an d it,  you  hav e to hav e a speed of som eth ing  like  26,000 miles to sepa ra te yo urse lf fro m the E ar th .
Mr . W yatt. 25,000 miles. Yes,  sir.
Se na tor Allott. Now  you  also said you  wou ld hav e to  ree nter at  a speed of  abo ut 25,000 miles.
Mr . W yatt. Yes, sir.
Se na tor Allott. Th is is a sim ple  que stio n to you, I  am sure , bu t why , wi th the very low gr av ity  on the Moon, do you hav e to  have  such  speed fo r reen ter ing ?
Mr.  W yatt. Oh,  th at is the speed to  ree nter the Ear th . Yo u ac­tu al ly  wil l ap pro ach the  Moon at  a speed of  aro und 5,000 mile s an ho ur—of  th at orde r and pe rhap s a lit tle lower. Th is is because the  E art h  has  been pu lli ng  you back  a ll the tim e you are  go ing  out. And  by the tim e you get  to the  M oon you  have slowed dow n con siderably . Now you  leave  the  Moon and again  bu ild  your  speed up  af te r you  leave the  Moon to, say, of  the or de r of  5,000 mile s an hour.  Th en  as you  approa ch  the Ear th , the E a rt h ’s gr av ita tio na l pu ll keeps ac­ce ler at ing  the vehicle, so when you  ge t bac k to the  E art h  you  are  at  the same velo city  as when you  le ft ; you are  at  25,000 miles an hou r.Se na tor Allott. T hat  answers my question.

REENTRY TE CH NIQ UE

Mr.  W yatt. Th e final c ha rt in th is serie s sim ply  shows the  tech nique th at  we t hi nk  will  be used  for reen terin g the E art h ’s atm osp her e. I t  is the same kind  of technique  th at  we used  on Pr oj ec t Me rcu ry.  In  othe r words, we hav e now disposed  of  all of the propuls ion  system, all of the ex ter na l gear,  and we have a cap sule th at  might  well look very sim ila r to th e Me rcu ry capsule  com ing  in  blun t end fo rw ard wi th a he at  sh ield . Now the problem  in th is  case is the  t em pe ratures behin d the  shock waves ou t here  ahe ad of  th is body may  ge t up  in the orde r of 18,000° F. , which means th at  we are  po ten tia lly  exposed to  the ter rif ic radi at io ns  at  a much  hi gh er  level th an  we are  when reen ter ing from  th e E art h  sat ell ite  orb it.
However , we t hi nk  t hat  the  sta te of the  te chn ology is such th at  thi s wil l no t pose a major  pro blem in ter ms  of ha ving  to make any  real breakth rou ghs. M e th in k the techniques are  wi thin ou r grasp to prote ct  ourselves fro m thes e very high  tem perat ure s.
Then ha vin g come down th ro ug h the  a tmosp here in  the  same fa sh ­ion as o ur  Mercury  flights , we w ill fina lly use p arachu tes o r some other  device.

LANDING  ON AND TAKEOFF FROM MOON

Se na tor Saltonstall. H ow  much has  been done  in stud yi ng  how to land  on the Moon and  how to ge t off fro m the Moon ?
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Mr. Wyatt. Well, that actual study is one that  will have to be part 
of the program that  we are proposing  as Project Apollo. It  is oLvi- 
ously a very difficult thing. We will have three men in a capsule on 
the Moon surface with a powerplant th at is a little smaller, but  analo­
gous to, say the Redstone rocket tha t Commander Shepa rd flew. 
These three men are going to have to countdown and launch them­
selves, using three men.

Senator Saltonstall. They have to land safely first.
Mr. Wyatt. Landing safely first. But, having landed, they will 

have to count down and launch themselves vis-a-vis launching from 
Ea rth  where we actually use several hundred people.

Senator Saltonstall. II ow  can you experiment on tha t ?
Mr. Wyatt. We propose to experiment with  this a number of ways. 

One will be the landing system, by simply dropping models of this 
from high-altitude airplanes, and then bringing them to rest, say, over 
a desert area, and establish tha t part of the technique. The actual 
control gets very complicated because we are landing in a vacuum, not 
in the Ea rth ’s atmosphere.

This means our engines tha t we would have in the actual flight 
would not work in the Ea rth ’s atmosphere. So what we would pro­
pose is to test the lunar landing  techniques in suborbital flights. We 
would fly up into space and make a simulated landing at a predeter­
mined point in space. On approaching this point, we would fire the 
craf t's landing rockets and hang  there for just an ins tant; then we 
would fire the takeoff rockets and complete the suborbital flight. We 
will do this a number of times as a train ing and as a proof testing  
device.

Senator  Saltonstall. In other words, the men will take off again 
from this-----

Mr. Wyatt. In these t rain ing flights, the men will actually never 
come to rest on anything except on a hypothetical point in space.

Dr. D ryden. Like practicing stalling in an airplane.
Mr. Wyatt. We will do that , and then take off again, and use lunar  

takeoff rocket, and complete th at phase of the mission. Now this is 
all in the future; this is pa rt of the program.

MEN  ON THE MOON

Senator Magnuson. Can those poor fellows get out and walk 
around ?

Air. Wyatt. On the Moon, yes. But in these simulated training 
flights they will remain in their capsule.

Senator Saltonstall. So if  they have to push themselves up again 
from inside the capsule-----

Air. Wyatt. Yes, sir. They have to fire the  rockets, and the whole 
sequence has to be controlled from within  the capsule.

Dr. Dryden. There is only one virtue. The gravity  is only one- 
sixth that  on the Eart h, slightly favorable.

Senator ALvgnuson. If  they should get  out, they may fly away by 
themselves ?

Dr. Dryden. They can jump for considerable heights.
Senator ALvgnuson. How  high can they jump ?
Air. Wyatt. They can walk, and each step, say the  normal pressure 

you walk, might carry them 18 feet instead of 3.
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FUN DS NOT APPLICABL E TO MOON PROJECT

Senator  Saltonstall. Mr. Chairman, may I  ask another question ?
When you boil it righ t down, Dr. Dryden, we have sat here very 

interest ingly this morning, we have certainly been much impressed, or 
at least I  have, but you have three requests in this budget for research, 
for salaries and expenses and construction. Ilow many of  those addi­
tional amounts, will you tell us an honestly as you can, do not apply 
to any of these new projects in this $549 million? In other words, 
supposing we want to follow the House on any of these th ree items, 
or any part of the House. With  $549 million more facing us, how 
much"of this could be cut, or not pu t back, even though you requested, 
because it does not apply to these projects tha t you have been describ­
ing to us ?

NO NOVA FUND S IN  ORIGINAL BUDGET

Dr. Dryden. As more or less indicated on the sheets, for example, 
in the original budget there is nothing at all on Nova. The nuclear 
system represents acceleration the President  asked for, as does the in­
crease in liquid propulsion. The liquid propulsion increase is to ac­
celerate the F -l  engine and the J -2  engine, which is one of the upper 
stage engines.

US E OF FUNDS REQUESTED

I think the th ird  answer to your question is tha t the $549 million is 
associated with the items that  I have listed, the bulk of it on lunar 
landing, one p art  of it to keep a Tiros satellite continuously up until 
there is an operational system because the data from it is so useful 
in weather forecasting.

The communications satellite request of $50 million was put in for 
so-called transitional systems.

COMPETITIVE SAT ELL ITE VENTURES

Now the difficulty o f defending tha t in detail at the present time 
is tha t we have the  situation in which competition has been held, and 
a satellite to  be built by RCA will be launched and used for measure­
ments of durability in space, for TV tria l, across the Atlant ic. At the  
same time A.T. & T. wishes to spend thei r own money to move toward 
an operational system, and we engaged in discussions with them as to 
the nature of the agreement under which the Government would 
launch their  satellite at cost, and all the accompanying conditions, pro­
prietary aspects and so on. Many of the  agencies of the Government, 
such as State  and USIA are interested in seeing some operational use 
at the earliest possible date. And this might involve something other 
than the high traffic routes tha t are of interest to the commercial 
groups. The commercial companys are interested in New York-Lon­
don, New York-Paris, New York-Rome traffic.

PUR POSE OF RESEARCH GRANTS

Senator Saltonstall. But boiled down you have research grants  
to contracts. Tha t has increased from $5 million to $706 million. Is 
tha t all concerned with these Moon projects?
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Air. Dryden. No, sir. No, this is concerned with our whole pro­
gram. This is the money used for projects directly related to our spe­
cific mission. You recall tha t the Science Foundation  has  the respon­
sibility for the general suppo rt of basic research, that which is not 
pret ty well tied to specific areas of interest to the agencies.

Senator Saltonstall. Then you have your vehicle development. 
None of that seems to be under tha t project.

Mr. Dryden. Only the Nova. The rest o f them have been financed. 
Saturn has an increment in the first go-around, but tha t has al­
ready been considered by the House.

Senator Saltonstall. So we could accept the House figure on ve­
hicle development, I do not say we will, but we could accept the House 
figure on Scout, Delta, Centaur, and Satu rn-----

Mr. Dryden. If  you do not go ahead with this project.
Senator Saltonstall. Without hur ting  the project. And also, we 

could accept the House figure on research gran ts and contracts if we 
wanted to, if we determined to; is that correct?

Mr. Dryden. Tha t is correct.
Senator Saltonstall. And also on the solid propulsion.
Mr. Dryden. Our solid propulsion work has to do with the very 

small rockets used for retrorockets.
Senator Saltonstall. And the electric propulsion and the space 

power.
HOUSE REDUCTION

Mr. Dryden. You see, the House did not specify where the $35 
million was to be cut, and I can only say that  in a budget of th is mag­
nitude, the estimates made according to the best of our knowledge, 
but I cannot come and argue specifically for  $35 million in $1,780 
million.

Senator  Saltonstall. What you are saying to us is, or what we 
know is, we will probably receive an additional request for $549 
million.

Mr. Dryden. T hat is correct.
Senator Saltonstall. Assuming we wanted to do all of tha t in 

connection with this Moon project, or whatever par t we could take 
the House figures on a certain number of these items-----

Mr. Dryden. I will not argue too strenuously because I do not think 
the accuracy of our estimates—what is it ?

Mr. Wyatt. It  is about 3 percent.
Mr. Dryden. It  is about 3 percent. I mean, I cannot pound the 

table and say because these are continuing projects-----
Senator Magnuson. In other  words, the $1,200 million, tha t the 

House gave you, which lacks the $35 million tha t was requested by 
the amended budget, is a spread throughout the whole business?

Mr. Dryden. Yes, sir;  this question is repeatedly asked: “Camt 
you do this with 3 percent less, 5 percent less?”

SUMM ATION  OF FU ND  REQUESTS

Senator Magnuson. And you are suggesting on the $549 million, 
tha t it be added to the $1,200 million, which makes a total of $1,784 
million, which is minus the $35 million in those figures tha t the 
House cut.
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Senator Schoeppel. Over what period of time ?
Mr. Dryden. This is 1962 we are talking  about.
Senator Schoeppel. Through the end of 1962 ?
Mr. Dryden. Yes, sir.
Senator Magnuson. If  this committee should decide to add the 

$549 million, we do not need to worry about the House cut of $35 mil­
lion, they are out?

Mr. Dryden. That is right.  I just do not feel equal to argue-----
Senator Magnuson. But if we are not going to add the $549 mil­

lion, then there are some House cut that may or  may not be acceptable ?
Mr. Dryden. This is correct.
Senator Magnuson. Off the record.
(Discussion off the record .)
Senator Magnuson. Now we have put  in the record in full your 

lette r and the jus tification of the proposed amendments by page and 
line. And these refer to the House cut of the $35 million.

Mr. Dryden. Yes.
TRAVEL FUN DS

Senator Magnuson. One is on travel,  in which the House reduced 
you from $8,395,000 to $8 million. You are asking for a restoration 
of tha t amount.

You are asking for $10 million—does this include the advanced 
program i

Mr. Dryden. I must t ake a look at the letter,  I am af raid,  because 
there have been so many of these adjustments.

Senator  Magnuson. And the letter  was sent out by the Adminis­trato r.
Mr. W yatt. This $10 million is in terms of (he full  figure.
Senator  Magnuson. Now if the full figure is not put in, then you 

would suggest th at we go back to the $8,395,000, is t ha t correct?
Mr. Dryden. Yes.
Mr. W TATT. Yes.

RESEARCH FUNDS

Senator  Magnuson. Now the next one is on research, in which you 
add the $549 million—page 2, research and development—and the 
House cut approximately 3 percent from the research and develop­
ment of the amended budget, the regu lar budget?

Mr. Ulmer. Tha t is right.
Senator Magnuson. So i f the $549 million is not determined by the 

committee here as a matter of policy to be put  in the bill, you are 
suggesting tha t in this part icular case 3 percent of the research and 
development, the whole business, be restored ?

Mr. Dryden. That  is correct.

CONSTRUCTION OF FACILITIES

Senator  Magnuson. Then the construction of facilities. In  tha t 
part icular case the House cut $2,825,000, which represents percent 
of your request, the amended request—leaving out  the $549 million— 
of $119,075,000. And in that par ticu lar case you have pointed out 
here in your justification for the restoration, again if we do no t put 
in the $549 million, 2y2 percent.

71 03 6—6 1------43
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Mr. Dryden. That is correct.
Senator Allott. Now  on that, Mr. Chairman, may I address a 

question?
EFFECT OF COM MITT EE DISCLOSURES

To what extent have the disclosures of the committee, Senator 
McClellan's committee, impeded construction of NASA?

Mr. Dryden. We had only a very short  interrup tion, about 2 weeks’ 
interruption on one facility. It  has not been a major problem with 
us as yet.

Senator Allott. Then let me ask this question. To what extent 
have these disclosures increased the construction costs of NASA? 
Whose responsibility is i t to watch these? Because I feel th at if we 
are going to put  upon the American people a burden of $100 per 
person for a project  like this, we cannot afford to have this sort of 
activity going on in our construction. That is a double-barreled 
question.

Mr. Dryden. I would think these disclosures are helpful in tha t 
they give us a weapon in negotiations which otherwise we would not 
have. We can point to these practices and do our best to include 
provisions to take care of them.

Now as far  as the inspection goes, our construction at Canaveral 
is done through the Army Engineers. Construction elsewhere has 
been done generally by contractors responsible di rectly to us. Now 
we of course are involved in a review of specifications when things 
are done through the Army, but T do not believe tha t we attempt 
to intervene when a job is assigned to the Army Engineers to carry  
out fo r us.

Mr. Wyatt. No. We assign them the task and funds, and they 
actually do the work.

Senator Allott. So tha t the actual responsibility for mismanage­
ment or nonmanagement that might occur is in the hands of the Army 
Engineers?

Mr. Dryden. At the missile ranges. I t is in their hands. You can 
understand the reason for this. I t would be very difficult for a lot of 
agencies to be working in the same installation .

DELETION OF LANGUAGE PROV ISION

Senator Magnuson. Now , Dr. Dryden,  on page 31, lines 5 through  
8 of the bill, you suggest we strike out the House language which 
says:
of which $20 million shall be availab le for  emergency constructions of faciliti es 
in accord with  section II I of the legis lative author izat ion for  appropriat ions 
for the  fiscal year of 1962.

Mr. Dryden. I will ask Mr. Ulmer to explain that.
Mr. U lmer. The authorization bill, Mr. Chairman, includes a l ittle 

broader emergency authorization in tha t it will permit 5 percent of 
the salaries and expenses appropriat ion, plus 5 percent of the research 
and development appropriation, to be transferred to the  construction 
of facilities appropriation,  and then tha t total amount of trans ferred 
money may be used for emergency construction purposes subject to 
the congressional notification procedures. Now, with tha t provision 
in the authorization bill, this provision in the appropriation language
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is really not required and would be in conflict with the broad au­
thority  being provided in the authoriza tion bill. The appropriation 
bill also contains a 5 percent appropriation t ransfer authority, which 
provides the fund transfer author ity t ha t paral lels the emergency au­
thoriza tion in the  authorizat ion bill. So this $20 million provision in 
the appropriation language is not required. It  is as simple as  that.

Senator Magnuson. Well, this is also a matter  that we will have to 
look at if and when the authorization bill comes down.

Mr. Ulmer. Correct.
Mr. Dryden. Yes.

SC IENT IFIC CONS ULTA TION S AND EXTRAORDINARY EXPENSES

Senator Magnuson. Now  recommended change No. 6, on page 31, 
lino 15 of the bill, to strike out “$15,000” and insert  in lieu thereof 
“$20,000.”

Wo are getting  back to earth  now. [Laughter.] The House cut 
$5,000 from you, 25 percent from the request for funds to be avail­
able for scientific consultations and emergency or extrao rdinary ex­
penses. The basis for this action was not reported. And you sug­
gest that you get back $20,000, is that correct ?

Mr. Dryden. Tha t is right.
Senator Magnuson. Off the record.
(Discussion off the record.)

EXP LAN ATION OF PROGRAM TO THE PUBLIC

Senator Magnuson. Now  I  just want to make this last observation. 
I  think  that  NASA, maybe through the help of the press, or admin­
istration, or even Members of Congress, has to do a lot of  missionary 
work, there has to be a lot of missionary work done, in regard to this 
proposal for people to understand what we a re trying  to do, in order 
tha t Congress and they may accept it or reject it. Because as it stands 
now, I am p retty  sure, and it has some political implications, maybe 
they do not belong there but  these things  are bound to  happen, we are 
just taking a jump to the Moon. And I think  we are all going to 
have to do a lot of, not explaining, bu t pointing out just all the aspects 
of the project. And then I think the people can make a decision.

Project Echo

Senator Allott. Now , Mr. Chairman, could I  ask one further  ques­
tion on one further subject? This is in relation to Project Echo. 
When we had the FCC up here a few days ago they explained tha t 
they planned, when this was developed, to work sort of a deal with 
all of the companies who were interested, and the Government in 
which there would be a public and private participation. Now I 
have been informed of the  $50 million which you have in here for the 
transit ional system, it is not needed, tha t as far  as at least one com­
pany is concerned, they are ready to proceed at this time, and they 
regard this as a step which is not needed. I would like to have your 
reply to that.
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Project R elay

Mr. Dryden. May I review the  situation? Fir st of  all, I think  you 
are speaking of the project we call Relay. Echo is the big 100-foot 
balloon which is simply a passive reflector of radio signals. I t is 
attractive for some purposes. At  the present time the commercial 
people think  they are more interested in an active type of satellite. 
We will launch, about the  middle of 1962, an active satellite for the 
purpose of determining some of the factors involved in the life, as 
well as to make this demonstration of which I spoke.

I think you get from the discussions in the public press a somewhat 
wrong impression of the stated development of communications sa t­
ellites. In our opinion there is a g reat deal of research and develop­
ment tha t remains to be done before you actually have an economically 
viable system, one which can pay its way in a snort time. The reason 
for tha t is that we have so far  no electronic equipment in space th at 
lasts more than a few months. The Russians have lost contact with 
thei r Venus probe in spi te of all the  great weight they have available. 
They lost, contact when it got out a few million miles. I guess the 
one that has gone the longest is Tiros I I.

Mr. Wyatt. Tiros II  is still up there. It  has been up 7 months.
Mr. Dryden. Tha t has been up 7 months.

RELIA BIL ITY  OF ELECTRONIC EQ UIPM EN T

Pa rt of its equipment has failed but we are still getting  useful re­
sults from it.

Now what are the reasons for  all this? Some of i t has to do with  
the reliability of electronic equipment. And this looks like, in the 
ordinary sense, a soluble problem. All you have to do is remember 
that  we have cables under  the sea with  electronic devices under them 
t hat operate for 20 years.

Senator Magnuson. So you are getting back to my oceanography.
Mr. Dryden. Tha t is right. [Laughter.]

SOLAR CELLS PROBLEM

The real problem has been tha t the solar cells show rather rapid 
deterioration under  the impact of electrons and protons tha t we have 
in space. In some cases, in  V anguard I, which has been running for 
several years, this effect was minimized by very lightly  loading the 
whole ci rcuit. In other words, you designed it for a capabili ty 10 
times what  you are actually using it for, from the technical details, 
and it could deteriorate to a four th of its power and still may not 
effect the transmission too much. You just had an oversized power­
plant for the little beacon you have there. In other cases, there has 
been as much as 25-percent deterioration in a few weeks. Now the 
object of the relay satellite tha t we are launching is to measure the 
streams of electrons and protons to expose various types of solar cells 
and various types of protection and to investigate some of  these re­
search and development problems tha t are going to have to be solved 
if you are going to have a sufficiently long life to be useful.
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A.T.  & T. PROP OSAL

Now  wo held com pet ition in which A.T . & T. was  a bid der. In  
the evalu ation  which we made , we did  not th ink the y ha d the  best  
pro posal  and  an  a wa rd was made to  an oth er  company . It  is p urely  on 
the basi s of the proposal sub mi tted to us, not on any evalu ation  of 
the resourc es of  a com pany or  anything  of th e sort.

Now, nevertheles s, A.T . & T., as they  ha ve fre quen tly  s tated , w ished  
to go ahe ad wi th  th ei r own ideas of  a developmen t at  th ei r own ex­
pense. An d, as I  mentioned , we are  engaged  in con versat ions wi th 
the m in an at tempt  to  work ou t an agreem ent  which p rotec ts t he  in te r­
ests  of  the Gover nment  in th is  pa rt icul ar  affa ir. Now we have 
no th ing in NA SA  to do wi th  wdio is going to get  a license to  o per ate  
a com municatio ns sa tel lite  system. Un de r the prese nt leg islation, as 
I  u nd ersta nd  it , the  FCC  has t he  economic contro l and will decide who 
the y will  license . They have made some announcements.

Sta tu s of  FCC

By  t he  way,  t he  F CC , of  course,  is no t wi thi n the  executive b ran ch 
of  the Gov ernmen t. I t  is one of  thes e agenc ies establ ished by Con­
gress, in between, and no t conside red  wi thin the executive branch .

Se na tor Magnuson. I t  is an  arm  of  Congress.
Mr . Dryden. I s it  an arm  of Congress.  They hav e said the y will 

no t license any  sing le company to opera te as a com municatio ns sat el­
lite system, and  the y hav e proposed fo r examina tion by the  indu str y 
wh at  they  call a grou pin g of ca rri ers to come fo rw ard wi th some 
sug ges tion to them as to wh at kind  of  an agency sho uld  be licensed . 
Now we are  not d ire ctl y inv olve d in  that.

Se na tor Allott. I  th in k the  FC C covered th is  ra th er  tho rou gh ly 
the  othe r day, t hi s phase o f it.

Mr . Dryden. Our  concern is only in the  R. & D. on the  sa tel lite  
elem ent  of  the communica tion s system.

LETTER FROM CO MM UN ICAT IONS  SA TE LL ITES , IN C.

Se na tor Magnuson. We  hav e a le tte r which we received las t week 
fro m the Com munica tion  Sa tel lite s, Inc . I  will  pu t it  in the  record  
in f ull . I t is essentia lly a Ge neral Elec tric com pany.

Mr.  D ryden. I  have seen a copy of it.
Se na tor M agnuson. And  in th is  they made appli ca tio n, att em pt ing 

to ca rry out the  idea of  FC C th at  all of the com pan ies get  tog ether,  
and they  own a c ertain  am ount of  stock, and  the publi c own a certa in 
am ount and  they say thi s, whi ch I th ink will  be in ter es tin g to you:

While the problems of estab lishing the identity of the privat e organizat ion 
are being resolved, it is imperative that  the research  and development activ ities,  
alread y underway  and planned by NASA, be continued and accelerated in orde r 
to esta blish  such a system p rior to the 1964-65 time.

And  I wou ld add  the re the  1963 interna tio na l convention.
Mr. D ryden. Yes. We are  try in g to  accelerate.
Se na tor Magnuson. An d th ey sa id :
The  program planned by NASA in support of a commercial communications 

sate llite  system is providing much of the basic technology required to allow 
the United Sta tes to meet its  objectives in thi s imp ortant  space activ ity.
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Mr. Dryden. I think i t is our policy, if  there is any other company 
tha t wants to spend their  own money on what they think  will do this 
job with current technology, we are prepared to discuss it with them.

PRIVATE COMPANIES IN  RESEARCH AND DEVE LOPMENT

Senator  Allott. If  private companies desire to step forward in this  
area-----

Mr. Dryden. In the R. & D. part .
Senator Allott. In  the R. & D. And I  am not speaking of any p ar­

ticular company. I am thinking in terms of the  group which the FCC 
spoke about the  other day. There is no reason why the Government 
should carry  on this R. & D. a t its own expense if priva te companies 
desire to step forward in this area.

Mr. Dryden. Provided the system which is set up by this meets 
all the needs of the Government. I think there are governmental 
needs in addition to simply a commercial satellite system. We are 
concerned, I suppose, or pa rt of our duty is accelerating the prac tical 
use of space technology for  human benefit and welfare. Now the 
purpose of the $50 million, as I unders tand it is t h is : suppose a relay 
satellite works well, suppose it last 6 months or a year? We may 
want to use this  money to put  up 8 or 10 of them in different orbit s 
so that we can try  the elements of communication over a wide area, 
furnishing again informat ion tha t will be of use to anyone who is 
going to do a final system. Now I  say I  do not thin k we can be more 
specific because we do not know what is going to come out of this 
FCC arrangement . I doubt the technology will move tha t fast. 
Conceivably you may not spend any of it, but I think  this is very 
unlikely from what I  know of the state of the art.

Senator Allott. You mean it  is unlikely it will move.
Mr. Dryden. I t is unlikely it will move th at fast. I do not think  

tha t we will arrive  a t a satellite of 5 years’ life  on the first try .
(The lette r from the Communication Satellites, Inc., follows:)

Communication Satei.lites I nc.,
Washington, D.C., June 16,1961.

Senator Warren G. Magnuson,
Chairman, Sena te Appropriations Subcommittee on Independent Agencies, 

Senate Office Building, Washington, D.C.
Dear Sir : Communication Satell ites, Inc., is a subs idia ry formed by t he  Gen­

era l Elec tric Co. to serve  as a focal poin t for all indust ria l firms inte rested in 
establish ing a communication sate llite  system for  commercial purposes. We 
prese ntly have an application pending before  the  FCC for author ity  to proceed 
with  such a venture.

Communication Satel lites , Inc., and others  have proposed t ha t a completely new 
corporation be estab lished for the  ownership and  operat ion of the communica­
tion satelli te system. This  new corp orat ion would be independent in the  ful les t 
sense of the  word.

To achieve thi s independence, it  i s proposed th at  no one company be permi tted  
to own more than  10 percent of the  stock and th at  50 percent of the  stock of 
the new corporation be held by the  public, including small business. We have 
suggested th at  we are prepared  to accep t safeguards to insu re th at  this broad 
ownership  would be m aintained in th e fu ture .

We are requesting that  our sta tem ent  in suppor t of NASA’s reques t for  addi­
tional fund s to supp ort this  communication sat ell ite  program,  be included in the 
current subcomm ittee hearings.

Privat e indu stry is prep ared  to  proceed wi tho ut Government  f inancia l support , 
but  the  pace of any such priva te ven ture  must be estab lished in a manner 
reflecting sound business judg men t which reasonably protects the  inte res ts of
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investo rs. It  is as you know an und erta king requiring an investme nt of  approx i­mately $500 million.

A time schedule predicated upon such fac tors  should provide a commercially operable system by 1964-65. We believe that  the work which NASA would like to und erta ke may well make it possible to have an operable system in being well in advance of this.
While the problems of establishing  the identity of the pr iva te organization  are  being resolved, it  is imperative th at  the  research  and development activ ities,  alread y underwa y and planned by NASA, be continued and acce lerated in order  to establish such a system prior to the 1964—65 time period. We feel urge nt na tional  requi rements are  involved which would not  be a  pa rt  of a norm al busi­ness  venture.
The program planned by NASA in suppor t of a commercial communication satell ite  system is providing much of the  basic technology requ ired  to allow the United States to meet its  objectives in  this  im por tant space activity . The ir plans should be looked upon as s imi lar to the research  and development presently being pursued by the  FAA and NASA in supp ort of civil avia tion , differ ing only in de­gree of urgency.

Very truly  yours,
D. T. Atkinson , Exe cu tiv e V ice  Presiden t.

Development of Engine for Rocket ROVER
Se na tor Magnuson . Now ju st  two  othe r item s in  yo ur  pro posed  $500 mi llio n item . The com municatio ns sa tel lite is $50 mill ion:  fo r eng ine  dev elopm ent  fo r th e nuc lea r ro cket R OVER $23 mi llio n. Now wha t is th at ?
Mr.  Dryden. That  is the NASA  part  of  the jo in t pr ojec t on th e nucle ar rocket. Th e div isio n of  tec hnica l know-how an d responsi ­bi lity is th at  the A EC  is resp ons ible  fo r the dev elopment  of  nucle ar reactors. A nu cle ar po we rp lan t has pump s, nozzles , a lo t of  tec h­nolo gy in whi ch we have been ski lled . So th is is a  jo in t proje ct.  We  hav e se t up a single office, much l ike Rickover’s office is, se t u p in AEC at  the  presen t tim e wi th Har old Fi ng er , who came fro m NA SA , and Kl ine  I th in k fro m AEC as his  depu ty.  An d all money on Pr oj ec t Rover  i s h andle d and con tracted fro m th at  j oi nt  office.Now the most rec ent a ction was the de ter mi na tio n by  t he  A EC and NA SA  th at we nego tia te a cont ract?  firs t of  all fo r te st  s up po rt,  bu t more pa rt icul ar ly  to begin the  des ign  of  the actual  nucle ar  rocket  engine.
Se na tor  Saltonstall. Dr . Dr yden , wa sn’t  th at drop ped an d then  pu t on in th is  $549 milli on ?
Mr. Dryden. Yes, p art  of i t was.
Se na tor  S altonstall. I  th ou gh t the  whole n uc lea r p ro jec t had  been  held up?
Mr. Dryden. No.
Se na tor  S altonstall. Am I  inc orr ect ? O r been s lowed  down very  much ?
Mr. Dryden. T ou are  no t th in ki ng  of  A. & P. , are  you,  ai rc ra ft  prog ram ?
Sena tor  Saltonstall. N o, thi s one  nev er w as stopp ed.Mr.  Dryden. Th ere were  two  step s on the poli cy div ision. Th e firs t step was  to  beef  up the researc h and dev elopment  by t es tin g more reactors. On the part  of  the  AEC  th is  req uir ed  fund s fo r bu ild ing mo re reactors. On  the p a rt  of  NA SA , we ha d,  I th ink,  to bu ild  a cou ple  more pump s an d nozzles. That  was a sm aller amoun t. I  do no t rem emb er the num bers . Th e major  pol icy  was: shall  we now
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select a contractor to go ahead and study the design of a nuclear rocket 
engine. And the second phase of this, in the $549 million, was the  
money representing the decision to choose a contractor now and go 
ahead with development on an engine.

Senator  Magnuson. AEC planned to contribute $7 million.
Mr. Dryden. They did this by reprograming as I recall.
Senator  Magnuson. Which would be approximately a $30 million 

budget.
Mr. Dryden. This is the second increment tha t was put on that 

project.
Senator Saltonstall. So, on the first project, I am r ight . It  was 

not in th is project at all, it was in the AEC budget ?
Mr. D ryden. No, we had money. I guess i t is shown-----

PU R C H A SE AN D LA U N C H IN G  OF TIRO S SA TEL LIT ES

Mr. W yatt. We had  $28 million in research and development. In 
the add-on budget this is raised to $36 million.

Senator Saltonstall. I see.
Mr. Dryden. The amount includes $15 million for  engine tes t fa­

cilities to be built  on the AEC site where the TV reactor tests are being 
run.

Senator Magnuson. Now the last item in the $549 million is for the  
purchase and launching of additional TIR OS weather satellites so 
tha t one can be kept continuously in orbit until the Weather Bureau 
is able to place in operation its worldwide system based on NIMBUS. 
Tha t is $22 million.

Air. Dryden. Yes. Actually this same President ial message car­
ried an item of $53 million for the Weather Bureau to begin the down- 
payment on NIMBUS launched vehicles and satellites. I do not 
know whether tha t has yet been acted on in Congress or not.

Now the point here is tha t TTROS, a research and development 
item, righ t from the very beginning found useful application  in 
weather forecasting tha t everyone wants. There has been one pro­
posal to have a complete system based on TTROS. A joint commit­
tee was set up which made an extensive study of this whole field. In  
our program, as originally planned, afte r we had finished three 
TIR OS vehicles, there  was a gap of a year  before the first NIMBUS 
would be launched. I do not know th at I need to take very long on 
this. It  is easier to mention a military use of this then it is easy to 
understand. We refuel a irplanes over the Atlantic  all the time. You 
want to find a clear area for this refueling. At present you have to 
base the weather forecasts on a few ship observations and so on. 
TIR OS gives them a picture, and they look at the picture  and see 
where the clear areas are.

Mr. Wyatt. Two TIR OS, incidentally, have transm itted about 
54,000 pictures.

Senator  Allott. Mr. Chairman, has this been put in the record in 
graphic form, this  summary of the research and development projects? 
Wo have referred to this so much wouldn’t it be wise to have it put 
in the record ?

Sen ator Magnuson. Yes, and the chart behind it  ?
(The information referred to follows:)
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NA SA  BUDGET GROWTH
FY 1959 THROUGH FY1962

( I N  MILLION S OF DOLLARS)
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Electric P ropulsion

Senator Allott. Before we leave this one, you have one thing 
there t ha t has  me stumped, and tha t is the electric propulsion. Wha t 
does tha t mean ?

Mr. Dryden. Well, when you talk  about the visions of the future 
to go out beyond the Moon to Mars  and Venus, let us say first of all 
this cannot be done with the chemical systems we know. You e ither 
go to a nuclear system or go to an electric propulsion system, which 
I  will explain in just a moment.

In  the nuclear system, we get our energy which lasts for a very 
long time. Many people do not understand tha t this does not mean 
tha t you can run around in space as long as you want, as long as the 
nuclear  fuel holds out. Because to move in space you have to get a 
thrust  by ejecting some working substance. So even in the nuclear 
rocket, you have to carry  around a tank of hydrogen, and when 
your hydrogen runs out, you cannot move any more in spite of the 
fact you have a nuclear reactor there to furnish the energy. This 
often escapes notice.

CONVERTING NUCL EAR ENERGY INTO  TH RU ST

Senator  A llott. As long as you have gone to this, there is some­
thin g I have always wondered about. In kind of layman’s terms, I 
can understand, how do you convert nuclear energy into thrust?

Mr. Dryden. In  this version of the nuclear rocket, the  nuclear re­
actor simply takes the place of the combustion in furnish ing heat. 
Tha t is all it does. It  heats up the hydrogen, expands through a 
nozzle just like the combustion products. Now, one of the difficul­
ties is the fuel consumption. And you would pay a great premium 
for something tha t has a very low rate of fuel consumption for the 
thrust produced.

ADVANTAGE OF ELECTRIC PROPU LSION SYST EM

The electric propulsion system is one of this type, using, instead 
of a gas, ions, or charged particles. It  has, however, the charac ter­
istic tha t you can only get a very small thrust  with any reasonably 
sized system, less than  1 pound or say in the order of 1 pound. You 
might think a pound is not very much to  play with. It  is not as long 
as you are near the Ear th, in the gravi tational field. But it will suf- 
fice to get you traveling awfully fast out in a vacuum.

Senator Saltonstall. And the battery gives out ?
Mr. Dryden. Well, you can use a nuclear power.
Mr. Wyatt. Nuclear generator.
Mr. Dryden. The only working substance would be probably 

cesium. And at the rate of consumption, the working substance may 
be only one one-hundredth out of a chemical system.

Senator Saltonstall. So you are still down to when the hydrogen 
gives out?

SOLAR SAILS

Mr. Dryden. When the fuel gives out you are  through.
The only way to use th is is to  use the solar sails. I was going to 

mention the Echo balloon. Just the l igh t from the Sun on its exerts 
a pressure of about one one-thousandth of a pound, about ha lf a gr am ,
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Tha t, ac tin g over  6 m onths,  has  been able  to  move th e or bi t 100-some 
miles. And  the  orbit  of  Echo is going from circular  to  ell ipt ica l 
an d back again  w ith  a pe rio d o f someth ing  in the orde r o f 1 year . So 
th a t the re,  even th is  one  o ne- tho usa ndth of a po und is able , over a 6- 
mo nth  per iod , to pro duce quite  lar ge  effects. An d a th ru st  fro m an 
electr ica l pro pulsion system, in fre e space, will conti nu all y acce lera te 
you  up  t o v ery  hi gh  speeds. An d in t rips  to Mars  o r Ven us th is offers 
an  adv antage .

Now at  a much ea rli er  date, th is elec trical prop uls ion system in 
small sizes can  be used to  cha nge the  orbi t by sp iral lin g outwa rd.  
You know , if  you  are  climb ing  a hil l wi th a ca r it  tak es  quite a lot  
to go st ra ig ht  up,  bu t if  you go back and fo rth at  th e lower gra des  
you  can  climb the hil l. In  the same way,  if  y ou have a lit tle th ru st  
side way s your  ci rcular  or bi t will  very  slowly ge t bigg er  and  big ger  
an d you  can c limb  ou t ag ain st g rav ity  to  a high er  orbit . An d th is h as 
been  pro posed  in connect ion wi th the  lau nching  o f 24-hour satelli tes  
as a means of changin g the  o rbi t. Th is is a system in the futur e.

Gener al Ostrander. 1965 is the  firs t tes t, th e lar ge  test.  We will  
have  a  p rel im ina ry t es t on some of  the  t hr us t cha mbers  in  1962.

Mr. Dryden. Th is again  is in rou gh ly the same  time per iod  no t 
quite , perha ps,  a s the nuclear.  I t is a l itt le  beyond the  p resent chem­
ical  systems.

Mr. W yatt. Di rectl y to your  ques tion,  of w her e t he  elec trical comes 
from,  ju st  as you use the nucle ar he at  source to dr ive  a tu rb ine gen­
erator  t o create  e lec tric ity , the  electr icit y is used  to ionize  thi s cesium 
on the  one h and and cre ate  a mag net ic field to accelerate  i t. So wh at  
you are  doi ng is to charg e the  part icl e and then  pu t it  throu gh  e ith er  
an elec trical or magnetic field and cause  it  to accelerate  at  extremely  
high  velocity.

Mr. Dryden. Nu cle ar powe rplan t is ju st  lik e these num erous nu ­
clear sta tions go ing  u p by the  ut ili ty  com pan ies except you rea lize  it  
is a very m ini atu riz ed  version.

Sena tor  Saltonstale. Then you ge t your  elec tric  and ba tte ry  re ­
cha rged by the  Sun ?

Mr. D ryden. No.
Mr. W yatt. In  th is  case it  wou ld be ju st  a nucle ar fue l itself , the  

sta tio na ry  po we rp lan t form.
Mr. Dryden. Up un til  now we hav e used only ba tte rie s which run 

down in 3 month s, abo ut the longes t pe riod, or  we use sola r cell s whi ch 
obt ain  powe r from  th e solar energy.

PROBLEM OF SOLAR CELLS

Mr. W yatt. Th e prob lem w ith  the  s ola r cells i s t hat  th e am ount of 
ene rgy  o ut pu t p er  square inch  of ce ll is  very , v ery  smal l so th at  if  you  
need  a gr ea t ma ny kilow atts of  ele ctr ici ty  as you do in the elec trical 
system like this , you get  in to the fant as tic  side.

Mr. Dryden. You have seen the  paddles  on some of  t he  satelli tes.  
Th at  is ju st  to  g et room to pu t othe r so lar  cell s to  give you the  p owe r 
you require.
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LIA ISO N W IT H AGENCIES IN  MEDICAL FIELD

Senator Magnuson. Talk ing about men in space, what is the liaison 
situation  between the other agencies of Government in the medical 
field ?

Mr. Dryden. In the  medical field-----
Senator  Magnuson. For instance, FAA is embarking  upon a pro­

gram which does not quite get up to space.
Mr. R oadman. In our research program within  NASA, FAA, and 

the Department of Defense, we have numerous coordinat ing commit­
tees which address themselves to  periodic evaluation of existing and 
projected research programs. I feel it  is quite effective. I feel that 
I have answered this question on numerous occasions, questions di­
rected to this point.

Unfortunately, in the terminology of some of our medical and bio­
medical research, as it pertains to program planning, the words often- 
time appear the same. We can do physiology as i t pertains to work 
needed in the FAA, in their  planning for supersonic transports . We 
can do physiological research in the space environment and in the 
near  space environment. But our programs, in my view, sir, are 
well-coordinated directly, primari ly to meet the particular  agency 
and organization needs. We have an extensive coordinating program.

Senator Magnuson. Dr. Dryden did not read all of his first sta te­
ment, or rather Mr. Webb’s statement, but he concludes, and I presume 
this is concurred in by you people who have been in the Agency a long 
time, and the committee is glad to hear this, and I quote:

I would like to say th at  I have never found bette r teamwork among the 
agencies tha n has  been achieved in the development of thi s program.

Mr. Webb. I am here now and I  would like to  rei terate that.
Senator Magnuson. Off  the record.
(Discussion off the record.)

CLOSE COORDINATION

Mr. Webb. I was only going to say, Senator, when I  came into th is 
program the first thin g that President Kennedy asked to be done, 
and sent a second message through  the Director of the Budget, was 
tha t those of us concerned with it  get together at the top side.

Now the program you are looking at is one tha t Secretary Mc­
Namara, Deputy Secretary Gilpatr ic, and his immediate assistants 
in this  field, also Dr. Brown, Dr. Rubel and before him Dr. York, are 
working in the closest coordination with us, and in the atomic pro­
gram Dr. Seaborg and I, in the awarding of the engine contract.

Dr. Dryden and I met with the entire membership of the Atomic 
Energy Commission.

So I  think you can feel, in answer to your question as to how these 
things a re coordinated, th at righ t a t the  very top level we are in close 
and intimate personal contact and have done a great  deal of s tudy in 
work together on the principles we need in these programs, to use all 
of our resources in the Nation to the best advantage, and wherever 
something can be done well in one department, we want to use that  
facility and not duplicate it in another.

Senator  Magnuson. Do any members of the committee have any 
questions?
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QUESTIO N CONCERNIN G HO USE CUT

Se na tor Saltonstall. Mr.  Web b, will you conf irm Dr . Dr yden’s 
sta temen t th at  in th is vei*y complex approp ria tio n,  where the House 
has cut  you  $35 m illion,  and the  Pres iden t h as reques ted $549 mil lion  
more, th at  if  t his  commit tee should  decide to gra nt  a s ub sta nt ial  po r­
tion o f t hat  $549 millio n, we do no t necessarily  have to  consider put tin g 
back  t hi s $35 million because i t is also involved toge ther  t hat  tn e com­
mi ttee would  no t hav e to  break  th at  down in d eta il ?

Mr.  W ebb. No, si r ; I do  not th ink the comm ittee would have  to b reak 
it down in  det ail . Bu t I  th ink you  need to th in k of th is  as a first  
‘Step of a 10-y ear prog ram, whi ch is no t go ing  to  only give us 
sup rem acy , rea lly , certa inl y a very str ong fo rw ard th ru st  to meet our 
na tio na l needs,  to deny the op po rtu ni ty  to the  Russians  to ma int ain  
th ei r posit ion  of being firs t in the more spe ctacul ar th ing s, but,  more 
im po rta nt , to give  us access to the technology, the know ledge, the  
rea l substa nce  of w hat  it m eans  in thi s new medium.

Se na tor Saltonstall. W ha t you  are  say ing  in substan ce is th at  
thes e th ree ap prop ria tio ns  are rea lly  so invo lved  in each oth er th at  
if  you ge t th is $549 m illion,  or  a gr ea t po rtion  of  it, then  th is break­
down of  what you might  call  the technical  budget,  th is $35 mil lion , 
can  be pr et ty  well fo rgo tte n ?

Mr.  W ebb. I think  th at  is true.
Se na tor Saltonstall. That  is wh at Dr . Dryden  testi fied  to, and  I 

wanted you  to confirm it.
Mr. AV ebb. 1 do  agree.

1963 P rogram

The po int I want to be sure  the  comm ittee un de rst an ds  is the pr o­
gram  fo r next year  will be lar ge r. Th is is in an acc ele rat ing  phase 
and will rise.

Mr. Dryden. I went over thi s.
Se na tor  Magnuson. I understand.
Mr.  W ebb. I  jus t w anted to be sure, in a nsw er to yo ur  ques tion,  I  d id 

not leave you with the  impress ion it was levelin g ou t at  t his  rate .
Se na tor Saltonstall. 1 un derstand.
Mr.  Dryden. My rem ark  was if you give us the  $549 mil lion  we 

wou ld su rre nder the  $35 millio n, but if  you did  not give  us the  $549 
mi llion, we want t he $35 m illion.

Se na tor Magnuson. Gen tlem en, thank  you ve ry m uch.
We  appre cia te your  coming. We go t th roug h ea rli er  than  we had 

expected.
We  will recess un til  10 o’clock tom orrow morning  when we will 

he ar  the  National  Sc ience F oundation .
(W hereu pon, at  12:50 p.m., Wednesday, Ju ne  21, 1961, the  sub ­

commit tee was recessed, to reconvene at  10 a.m., Th ursday , Ju ne  22, 
1961.)
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U.S . Sen at e,
Subcomm ittee of the Com mittee  on A ppropr iation s,

W as hi ng to n,  D.G .
The  su bcom mittee  met at  10:0 5 a.m ., purs uant to  recess , in  room 

F-3 7,  U .S . C ap itol  Bui ld in g,  Hon . W arr en  G. M ag nu so n (c ha irm an ) 
pr es id in g.

P re se n t: Sen at or s Mag nu son,  A llott , an d Sc ho eppe l.

N A T IO N A L  S C IE N C E  F O U N D A T IO N

STATEMENTS OF ALAN T. WATERMAN, DIRECTOR, NATIONAL
SCIENCE FOUNDATION; AND DETLEV W. BRONX, CHAIRMAN,
NATIONAL SCIENCE BOARD AND PRESIDENT, THE  ROCKE­
FELLER INSTITUTE, ALSO, PRESIDENT, NATIONAL ACADEMY OF
SCIENCES; ACCOMPANIED BY BOWEN C. DEES, ASSISTANT D IREC­
TOR FOR SCIENTIFIC PERSONNEL AND EDUCATION; RANDAL M.
ROBERTSON, ASSISTANT DIRECTOR FOR MATHEMATICAL, PHYS­
ICAL, AND ENGINEERIN G SCIENCES; BURTON W. ADKINSON,
HEAD, OFFICE OF SCIENCE INFORMATION SERVICE; J. E. LUTON,
ASSISTANT DIRECTOR FOR ADMINISTRATION; AND LUTHER F.
SCHOEN, BUDGET OFFICER

Budget Estimate

Sen at or  Magnuson . The  co mmitt ee  he re  wi ll com e to  or de r.
D r.  W at er m an  a nd  D r.  B ro nk  a re  he re.
F o r th e pu rp os e of  th e reco rd , th e N at io na l Sc ien ce Fou ndat io n 

ap pro pri at io ns fo r 1961 wa s $175.8  mill ion.  The  ge ne ra l bu dg et  w as 
$212 mill ion.  The  am en de d bu dg et  was $277 mill ion.  T he Ho us e 
recomm ended $250 m ill ion,  wh ich  is $74.2 m ill io n ov er  an d abov e th e 
1961 a ppro pri at io n , b u t $27 m ill ion minus  th e 1962 amen de d e sti mates .

Dr. W at er m an , we wi ll pu t yo ur  l e tt er in  th e reco rd  in fu ll  an d th e 
justi fic at ions .

(T he  le tt er  an d j us tif icat ions  fo llow :)
National Science Foundation,

Office of th e Director, 
Washington, D.C., J une  12, 1961.Hon. Warren G. Magnuson,

Chairman, Subcommittee  in  Charge o f th e Independent Offices Appropr iation Bil l 
for 1962, U.S. Senate, Washington, D.C.

My Dear Senator Magnuson. In reference to your lette r of June  2, 1961, the 
National Science Foundation would apprecia te an opportunity to appear before 
the Subcommittee in Charge of the Independent Offices Appropriation Bill for 
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1962 to prese nt our views concerning the  impact of the  $27 million reduct ion in 
the Founda tion ’s budget  es timates, which resu lts from the House  action  in pass ­
ing H.R. 7445. There is much to be gained in the  public int ere st from the full restora tion  of this amount in the Foundat ion’s appropr iation, and accordingly, 
it i s recommended t ha t H.R. 7445 he amended as follows :

(1) Page 32, line 15, delete “$250,000,000” and ins ert  in lieu thereof“$277,000,000”.
(2) Page 32, line 17, delete “$37,600,000” and ins er t in lieu thereof

“$32,200,000”.
(3) Page 32, line 21, delete “$1,600,000” and ins er t in lieu thereof

“$2,000,000”.
The Foundat ion’s budget estimates as presented by the President  to the Con­gress included $275 million in the proposed appropriat ion  for salarie s and ex­

penses and, in addit ion, a sep ara te appropr iation of $2 million for the  purchase  
of foreign currencies which accru e unde r titl e 1 of the  Agricu ltural Trade De­
velopment and Assis tance  Act of 1954, as amended. The language of II.R. 7445 
provides instead th at  the  Foun datio n may purchase not to exceed $1,600,000 of 
such foreign currencies  with  funds provided in the regular appropriation . 
Amendments (1) and  (3) recommended above would res tore the full amount of $277 mil lion proposed by the Pres iden t for the  F oun dat ion’s programs, including 
the  special foreign  currency program,  for which $2 million is required.

The achievement of some of the United Sta tes  most vita l nat ional goals, both 
domestic and foreign, will be determined in large  measure  by the effectiveness 
of our scientific resea rch and by the continued development  of an adequate  
force  of trained  scientific manpower. These, in turn , depend upon the capa ­
biliti es of the American colleges, unive rsitie s, and nonprofit resea rch insti tu­
tions in which most basic research is conducted and in which the tra ining of 
scientist s is accomplished. These  institu tion s mus t have substan tial  assistance 
from the Federal Government if the cur ren t qua lity  of our  scientific effort  is to 
be main tained and needed improvements made.

The National  Science Foundation, in cooperation with represen tatives of all 
segments of the scientific community, has  developed a wide range of programs  
and  activitie s which strengthen our scientific ins titu tions without  infr inging on 
the ir academic freedom. The Foundatio n’s budget estimate for fiscal yea r 1962 
represents a carefully considered program for  meeting the  essential needs of the  
Nation in the  a rea s of scientific research and scientific education. The estimate 
provides for the  moderate expansion  of proven programs  where such expans ion is 
dictated by rapidly increasin g need and the init iati on of certain new programs 
for which the need is equally  clear. Fa ilu re to support these programs at  the  
level recommended by the President will not only increase the ultimate cost in 
money and in time, but will also resu lt in reducing the  number being train ed.

As passed by the  House, H.R. 7445 provides th at  not less than $37,600,000 
shall be available  for the supplementary tra ining  of secondary school science 
and mathemat ics teach ers. This minimum limitat ion  is $5,418,000 more than the 
amount which the Foundatio n considers can be effectively applied  in 1962 
for secondary school teache r ins titu tes and is approxim ately  equal to the  total 
amount which was estim ated  for all ins titute  programs  at  the various academic 
levels. In the event th at  the minimum limitat ion remains at  the level set by 
the House, it will be necessary for  the Foundat ion eith er to eliminate  exis ting 
institu tes  programs for  colleges, technical school, and elementary school teac h­
ers, for which a tota l of $5,818,000 was estim ated , or to make equivalen t re­
ductions in other essential  programs. Nei ther  alternativ e would represen t the 
wises t use of our resources for the improvement of research and educa tion in 
the  sciences. The Foun datio n’s objective in the ins titu tes ’ programs is  to pro­
vide a balanced program to supplement the tra ining  of science and mathem atics 
teachers  at  the several academic levels where  such addi tiona l tra ining is d ea rly  
needed. Amendment to the minimum limitat ion on secondary school teacher 
ins titu tes  from $37,600,600 to $32,200,000 as recommended in (2) above, would 
enable the Foundation  to achieve th at  objective  most effectively.

The enclosed table  shows a comparison of the  National Science Fou nda tion ’s 
budget est ima te of $277 million with  the  dis tribution which the  Foundatio n 
would find it  necessary to make as a res ult  of the reduced amount  of $250 
million enacted by the  House in H.R. 7445. This  distr ibut ion is based upon 
the  overall sta tem ent  of the House committee that  the larg est  increase in 
Foundation  programs is in gra nts  for  basic resea rch and facil ities . It  takes 
into consideration , also, the amount set aside  by the  House for  secondary school
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teac her  ins titu tes . The  effects of the  redu ction s in indiv idual  prog rams and 
the amo unts  requ ested to be restored  are  expla ined by line item in the  pa ra ­

gra phs  which follow.

Basic  researc h and i nst itu tional  gra nts , +$11,100,000

A prima ry effort  of the Natio nal Science Foundatio n is the encourage ment  of 
basic resea rch. In response to this  effort, the dol lar value of rese arch  proposals 
received by the  Fou nda tion  has  increased from $25 million in fiscal yea r 1955 
to an est ima ted total  of over $248 million in fiscal year  1962. These  are  con­
sistently  high qua lity  resea rch proposals from over 400 different ins titu tions of 
higher learning and  involve the work of abou t 3,500 principal inve stigator s. The 
Fou ndation  eva luat es the scientific me rit of each proposal and award s gra nts  
on a competitive  basis only to the most promising  of the  proposed resea rch 
proje cts. The fiscal year 1962 budget  estimat e included $89,300 ,000 to supp ort 
approximately 36 percent of the doll ar value of the estim ated resea rch proposal 
receipts. The  $81,800,000, which would be the maximum amount available for 
basic rese arch  gran ts within the tot al recommended by the House, will suppo rt 
only 33 perc ent of these resea rch pro po sal s; a level of suppo rt th at  is believed to. 
be u ndesirab ly low. Moreover, i t is estimat ed that  a tota l of nearly $100  million 
of fiscal yea r 1961 proposal receip ts will be carr ied into fiscal yea r 1962 for con­
side rati on for  suppo rt along with the $248  million in proposals expected to be 

received in t ha t year.
Res tora tion  of the ful l amount reque sted would permit  supp ort of 180 addi­

tional rese arch  gra nts  and would provide training oppo rtuni ties for an add i­
tional 1,000 advanced gra duate  studen ts who would partic ipa te in the  research. 
Since basic research is a vita l ingr edient of science educ ation, pa rtic ula rly  at  the 
gra dua te level, the denial of supp ort to about two- third s of the resea rch pro­
posals  received by the Foun datio n will adverse ly affect the  efforts  of many col­
leges and univ ersit ies to develop and improve their science depa rtments . Basic 
resea rch is an importa nt factor in att rac tin g and reta inin g science faculty  mem­
bers. Another  factor to be considered is tha t many imp orta nt are as  of science 
which need strengthening, such as oceanography and the atmo spheric sciences, 

could not be adeq uately  supported.
The House reduct ion will also reduce  the effectiveness of the  inst itut ion al 

gra nts  program.  This program is an effort to provide  flexible supp ort for the- 
scientific  activ ities  of colleges and universit ies throu gh genera l-purpose gran ts. 
It  is recommended th at  the full amount of $9,100,(XX) be resto red to the basic re­

searc h and institu tion al gra nts  programs.

Basic research facili ties,  + $0,5 00,000
The  House bill does not delete  or reduce specific faciliti es items. However, 

the overall  reduct ion of $27 million would have a very seriou s impact on th e 
proposed progra ms for providing essential resea rch faciliti es since it would be 
necess ary to apply $9,500,(XX) of the reduction in this area.  The following pa ra­
gra phs  explain  the appli catio n of the reduction to specific fa cili ties  programs: 

Development of gr adu ate  r esearch  labora tories , - |-55  million

At the app ropr iation level proposed in II.It . 7445, a reduct ion of $5 million  
would be necess ary in the  Fou ndation ’s progra m to aid the  Nation’s colleges 

and universit ies in making criti cally needed additions and improvemen ts to 
gra dua te resea rch labo rato ries . Since gra nts  unde r this program  must be 
matche d by the institu tion  from non-Federal sources, the  reduction actu ally  
means  th at  $10 million in urgently  required fac iliti es will be deferred at  least 
1 year. The $25 million allocated for this progr am would provide supp ort for  
about one-th ird of the  doll ar value of highly mer itorious proposals which will 
be unde r cons idera tion in fiscal year  1962. At this level, it is estim ated  th at  
more tha n $46 million in proposals clear ly wor thy of supp ort will have to be 

carr ied over for  con sider ation  in  fiscal ye ar 1963.
Unless sufficient ass ista nce  is provided by the  Fede ral Government to colleges 

and unive rsitie s, the  scope and  effectiveness of the ir gra dua te research programs 

will be res tric ted  by the  demand for general education al faci lities needed to 
meet the  expected  massive increase in under gra duate  enrollments. The willing­
ness of American education al ins titu tions to match  Found ation gra nts  for  
gradua te laboratori es in the amounts indicated by the  proposals  received attest s 

to the seriousness and urgency with  which these ins titu tion s view the need 

for gra duate  science facil ities .

71036—61 14



688 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

University computing facilities, +$1 million
Electronic computing machines are  essential to the conduct of advanced re­

search in many scientific fields and the continuing improvement of these ma­
chines is permitting the solution of problems heretofore beyond the limitations 
of other means of computation. Despite this fact, many scientists are working 
in instituti ons where the use of a computer is unavailable, particu larly for 
basic research. A reduction of $1 million, or 25 percent, in this program will 
reduce from about 13 to 10 the number of university computing centers which 
can be established with p artial su pport by the Foundation.
University nuclear research facilities, +52 million

The amount of $6 million proposed in the budget estimate would have per­
mitted the Foundation to meet only a par t of the need for  new, major equip­
ment for modern research  in nuclear science. Nevertheless, it would be neces­
sary to reduce this program by $2 million if the appropr iation is set at  the level 
recommended by the House. Such a reduction would undoubtedly delay the 
progress in this vi tal area of research.
Oceanographic research vessels and facilities, -{-$1,500,000

Within the amount allowed by the House, the Foundation  would be able to 
allocate only $7 million fo r the construction of oceanographic vessels and shore 
facilities, a reduction of $1,500,000 from the budget es timate. This would require 
the deferral of urgently required additions and improvements to the laboratories  
and other facilities of several American oceanographic research institutions.  
National research centers, + $500,000

A total  amount of $8,600,000 was included in the Foundation’s es timate for the 
operation and continuing development of the national research centers, includ­
ing the two ma jor facili ties for research in optical and radio astronomy and the 
National Center for Atmospheric Research. The House proposed total would 
make i t necessary to reduce the amount allocated to the national research cen­
ters to $8,100,000. This reduction would be accomplished by delaying the ac­
quisition of some components for the orbital space telescope under development 
at the K itt Peak National Observatory, by deferring the purchase and construc­
tion of auxil iary instrumentation for the solar telescope and other research in­
struments at  Kitt  Peak, and by reducing from $500,000 to $200,000 the amount 
which would be provided to study, design, and construct prototypes of a very 
large antenna array at  the National Radio Astronomy Observatory.
National research programs, +$500,000

As a result  of the House reduction of the overall total for the Foundation, it 
will be necessary to reduce the funds for national research programs from 
$10,500,000 to $10 million.

The reduction of $500,000 would be taken from the amount budgeted for the 
Antarctic research program, reducing this program from $6,500,000 to $6 million. 
This would have the effect of eliminating plans to provide the facilities  and 
equipment for a temporary land-based mobile research station to be located in the 
Ellsworth Highland region of Antarc tica. The mobile station would fill a gap in 
the observations of the basic research programs in Antarctica and provide fur ther 
useful data in the study of conditions controlling communications in these regions 
and throughout  the world.
Dissemination of scientific information, +$l,{ 00,000

In distributing the House recommended $27 million reduction from the Foun­
dation’s $277 million budget estimate  for fiscal year 1962, it has been necessary 
to reduce the regular dollar financed science information programs a total of 
$0.4 milli on; and those financed with excess foreign currencies a total of $1.0 
million. It  is requested tha t the total  amount of $1.4 million be restored.

The rate  of spending for research and development continues to far exceed 
the rate at  which funds and facilitie s are being made available for providing 
scientists with the results of such research and development. This situation  is 
causing critical difficulties in the communication of scientific information. 
Planned acceleration of scientific research efforts requires more effective media 
for communicating the results of research. The $1.4 million reduction below
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the  budge t estimate for  science information programs will greatly handica p the  
Foundation  in the execution of its responsibil ities in these imp ortant  a reas .

Using excess fore ign currencies  avai lable  under the provisions of section 
104(k ) of the Agr icul tura l Trade Development and Assistance Act of 1954, as 
amended, the Foundatio n has developed worthwhile programs in Israel , Poland , 
and Yugoslavia which provide  for collecting, tran slat ing, and abstracting valu­
able foreig n scientific and technical information which would not othe rwise be 
avai lable  through regular programs.

The fiscal year 1902 budget estimate provides for the  app ropriat ion  of $2 
million to be made directly to the Foundatio n for the purpose of cont inuing the 
development of programs of this  type. The appropriation  recommended by the 
House author izes the  Foundation to purchase  $1,600,000 in excess foreig n cur­
rencies  b ut is not  adequate  to provide funds  for this  purpose.

Wi thin  the  amount proposed by the  House for the Fou nda tion ’s reg ula r ap­
propria tion  only $1 million could be made available for the purc hase of foreign 
currencies for  this program. It  is very imp ortant that  the ful l amoun t of the 
reduc tion be stored so th at  the Foundat ion can continue to make ful l use of 
the  excel lent foreig n sources of translations  of scientific information.
Supp ort of scient ific manpower,  -|-#6 million

As a result  of the action of the House, a reduction  of $6 million, from 
$92,736,000 to $86,736,000, will be necessary  in the programs for  the  support 
of scientific manpower. The effects of this  reduction are  as fol low s:
Fcllo wsh ip 8, +$8,500,000

The tota l include for the Foundation in II.It.  7445 as  passed  by the  House 
will requ ire a reduct ion of $3,500,000 in the funds  requested for  the fellowships 
program for  fiscal year  1962. As a result  of this decrease, approximate ly 827 
planned fellowship awa rds will be eliminated, res tric ting  the  prog ram to about 
the  same number of awa rds as in fiscal yea r 1961. This  reduction  would be 
most unfor tun ate  a t a time when the  number of appl ications considered worthy 
of supp ort is steadily increasing. The stan dards for National  Science Founda­
tion fellow ships have been developed to encourage  applicatio ns only from gradu­
ate  and postdoctoral  students  who have very high poten tial. A reduced appro­
priatio n would not perm it an adjustment in the number  of award s needed to 
meet curre nt needs. This will mean th at  many scientis ts who are needed to 
fill cri tical positions will not be able to do so because of insufficient train ing.  
The full  number of fellowship awa rds proposed by the  Pre sident  is considered 
essential  to maintain the  effect iveness of this program.
Insti tut es , +$4,500,000

House bill 7445 estab lishes a minimum limi tation of $37,600,000 for supple­
mentary tra ining  for secondary school science and mathem atics teachers. This  
limitat ion  is $5,418,000 more than the  amount proposed for thi s purpose in the 
budg et estim ate. This increase in the  limi tation would require  the Foundation 
to allocate  a tota l of $42,500,000 or $4,500,(XX), more tha n the budget estimate 
for teache r institu tes  in order to maintain a balance between the secondary 
school programs  and the college and elementary  school programs. The increase 
in thi s limitat ion above the  budget estim ate would require  dispropor tiona te 
reductions in other Foundatio n programs in order to provide for  continuation  
of college and elementary schoolteacher ins titu tes  at  approxim ately  the  fiscal 
year 1961 level. The ins titu tes  for  secondary school teachers, however, would 
be funded at  a much higher level than  that  planned in the  budget estimate. 
Therefore, the reduc tion to $32,200,000 in the limitatio n for supplementary tra in­
ing of secondary school science and mathemat ics teac hers  is requested. This re­
duction would permit the  Foundatio n to support a more balanced effort to pro­
vide teacher tra ining opportunitie s at  all educational levels.
Science educat ion f or undergraduate students, +$8,500,000

Within the amount enacted by the  House, it  would be necessary to reduce this  
program by $3,500,000, from $12 million to $8,500,000. This  tota l reduction 
would be applied in the  undergradua te science educat ion and research activitie s 
subprogram, elim inating 400 projects  in fiscal y ear 1962 which would have pro-
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vided tra ining for  2,400 undergr adu ates . Of the  reduced  tot al of $8,500,000, 
an amou nt of $5 million would be used for a new program to provide critically  
needed inst ruction al equipm ent for  und ergraduate  science education.
Science education  for  second ary school stude nts, + $1 million

A reduc tion of $1 million, from $4,500,000 to $3,500,000, will be necessa ry in 
this progra m with in the overa ll fundi ng level provided by the  action of the 
House. This will reduce  the  amo unt availa ble for  this prog ram  to the  fiscal y ear  
1961 level and will elim inate  science trai ning opportu nities for  approxim ately  
1,500 high abili ty secondary school stu dents .
Publ ic under standing  of science, +$500 ,000

A reduction of $500,000  from $1 million to $500,000, will be necess ary in this  
program with in the  amou nt proposed by the  House. Res tora tion  of the full' 
amount is necessary to provide  adeq uate  supp ort for  effor ts to inform the public 
of the  late st developments in science and of the  impact of science on the daily  
lives of all citizens. More wides pread  und ers tandin g of science is necess ary if 
lay citizens are  to make inform ed judgment s concerning t he many a rea s of public 
policy in which scientific knowledge is involved.
Course content improvement, +$2,000,000

As a result of House action,  a reduct ion of $2 million from $10 million to $8 
million, will be n ecess ary in thi s program which is designed to en courag e the de­
velopment of up-to-d ate ins truc tion al mater ials including science courses, tex t­
books. and various teachin g aids. This reduc tion would seriously curta il the de­
velopment of improved  science courses at  the  college level. Major efforts have 
been made in improvement of secondary  school science curri culu ms. Cur tailmen t 
of corresponding effor ts in the  college level would res ult  in a seriou s imbala nce 
in the overall efforts to improve science curr icul ums  at all educationa l levels.

It  is recognized th at  the amounts required for many of the programs included 
in the Fou ndation ’s budget estimate canno t be dem onstrated by precise compu ta­
tions and th at  the decision  of the Congress mu st be made on its judg men t of 
what will best serve the  nat ion al need. It  is hoped, however, th at  the Congress 
will consider the fac t th at  the  Fou ndation ’s b udget of $277 million was the  r es ul t 
of a refining process which included considera tion of its content by the Nat iona l 
Science Boar d, the  Burea u of the  Budget, and the Pre sid ent ’s Science Adviser. 

Sincerel y yours,
Alan T. W aterman, Director.
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Comparison of  N SF  f isca l year 1962  budget estimate with  recommendations of the 
House  Appro priations  Committee 

[I n th ousa nds]

A m en ded  
fis ca l ye ar  

1962
es ti m at e

F is ca l yea r 
1962 H ou se  

re co m ­
m endati on?

In cr ea se  (+ )  
or

de crea se  ( —)

$33,200 $30, 400 -$ 2 ,8 00
48. 600 44,500 -4 ,1 0 0

7,600 6,900 -6 0 0

89,30 0 81,800 - 7 ,  500
5,20 0 3,6 00 -1 ,6 0 0

30,0 00 25,000 -5 ,0 0 0
3,100 3,100 0
4, (XX) 3,0 00 -1 ,0 0 0
6. (XX) 4,000 -2 ,0 0 0
2, 700 2, 700 0
8, 500 7,00 0 -1 ,5 0 0

54,3 00 44,800 -9 ,5 0 0

4,0 00 3, 700 -3 0 0
3, 350 3,1 50 -2 0 0
1,200 1,200 0

50 50 0

8,6 00 8,10 0 -5 0 0

6,500 6,00 0 -5 0 0
1,500 1,500 0
1, 000 1,000 0
1,50 0 1,500 0

10,500 10,000 -5 0 0

7,400 7,000 -4 0 0
2,000 3 1,000 -1 ,0 0 0

600 600 0

10,0 00 8,600 -1 ,4 0 0
3, 490 3, 490 0

181, 390 160,390 -2 1 ,0 00

20,00 0 16,500 -3 ,5 0 0
32,182 * 37, 600 + 5 ,4 18

5,818 ’ 4,900 -9 1 8
3, 450 ’ 3,4.50 0

12,000 ‘ 8, .500 -3 ,5 0 0
4,500 3,500 -1 ,0 0 0
1,000 .500 -5 0 0

10,000 8,000 -2 ,0 0 0
1,100 1,100 0
2,686 2,686 0

92,73 6 86, 736 -6 ,0 0 0
2,874 2,874 0

(360) (360) (0)

277,000 250,000 -2 7,0 00

SUPPORT OP SCIENCE

B as ic  r es ea rc h g ra n ts  a n d  c ontr ac ts :
Bio logica l a n d  m edic al  s ci en ce s__________________________
M ath em ati cs , physi cs , and  e ng in ee ring  scien ce s__________
So cia l s ci en ce s___________________________________________

S u b to ta l. ......................................... . ............................... ...............
In s ti tu ti o n a l g ra n ts .................... ...................................... ................. ..

B as ic  r es ea rc h fa ci li tie s:
D evelo pm en t of  gra duate  re se ar ch  la bora to ri es___________
Spec ia lize d biolog ical  faci li tie s_____________ ____ ________
U niv ers it y  com puti ng  fac il it ie s___________ _______ ______
U niv ers it y  nucl ea r re se ar ch  f ac il it ie s........... ............... ...............
H aw aii  In s ti tu te  of G eo ph ys ic s............... ................. ...................
O ce an og ra ph ic  r es ea rc h ve ssels  a nd  f ac il it ie s________ _____

S u b to ta l............................................... ......... ................... ........... .

N a ti o n a l re se ar ch  c en te rs :
N ati o n a l R ad io  A st ro nom y O bse rv at o ry ..................................
K it t P eak  N ati onal O bse rv at o ry _______ _________ _____ _
N ati onal C en te r for  A tm osp her ic  R es ea rc h .............................
C h il ea n  A st ro no m ic al  S ta ti o n _____ ______ ______ ________

S u b to ta l____ ______ ______ __________________ ____ ____

N a ti o n a l re se ar ch  pr og ra m s:
A nta rc ti c  r es ea rc h____________ _____ ____________________
In d ia n  Oce an  e xped it io n .................. ........... ..................................
D ee p-c ru st al  s tu d ie s of  th e  e a rt h  (P ro je c t M oh ol e) _______
W eath er m od if ic at io n___________________________________

S u b to ta l............................................................................................

D is se m in ation  o f sci en tif ic  i nfo rm at io n:
Sc ien ce in fo rm at io n  se rv ic es _____________________________
S upport ed  w it h  forei gn  cu rr en ci es _______________________
In te rn a ti ona l sc ie nt if ic  i nfo rm at io n  ex ch an ge s.............. .........

S u b to ta l_________________ ______ ______________________
P ro gra m  dev elo pm en t,  oper at io n , an d  e v a lu a ti o n .. .....................

S ub to ta l,  su p p o rt  o f s cien ce ___________________________

SUPPORT OP SCIENTIFIC MAN POWER
Fel lo w sh ip s................................................... ..............................................
In s ti tu te s  f or  s ec ondar y  s choo l te achers .........................................
Al l o th e r in s ti tu te s  p ro g ra m s.. ._______ _____ ________________
Res ea rc h p art ic ip a ti on  and  s ci en tif ic  a c tiv it ie s fo r t e a c h e r s .. ..
Sc ience e ducati on  f or  u n d erg ra dua te  s tu d e n ts _______ _______ _
Sc ien ce  e ducat io n  f or  s ec ondar y  s cho ol s tu d e n ts _____ ____ _
P ub li c  u n d ers ta nd in g  of sc ie nc e____ _________________________
Cou rs e co n te n t im p ro v e m e n t. ................... ......................... ...............
Sc ient ifi c e ducati on  a nd  te ch nic al  m an pow er in fo rm ati on____
P ro gra m  d evelo pm en t,  oper at io n , an d  ev a lu a ti o n ____________

S u b to ta l,  su p p o rt  o f sc ient ifi c m anpow er....... ................. ..
E xecu ti ve d ir ect io n  and  m anag em ent.................... ..................... . . .
S urv eys an d  re p o rt s____________ ____________________________

T o ta l S. & E . ap p ro p ri a ti o n ___________________________

i F o unda ti on  d is tr ib u ti o n  of th e to ta l re co m m en dation  in c lu d in g  am o u n ts  sp ec if ical ly  ea rm ark ed  by  
th e  c om m it te e for c e rt a in  lin e it em s,  w hi ch  ar e m ar ke d* .

1 H ou se  c om m it te e  r ec om m en de d N S F  purc has e fo re ign cu rr en ci es  f ro m re gula rl y  a pp ro p ri a te d  fu nd s.
3 I ncl udes  p ri m ari ly  in s ti tu te s  fo r col leg e te ac he rs  of  sc ienc e and  m a th em ati c s  and  a sm al l pro gra m  for 

e le m en ta ry  sc ho ol  te ac he rs .
< In cl udes  $ 5,0 00,000  fo r s ci en tif ic  in st ru c ti o n a l eq u ip m en t for u nderg ra dua te  e ducat io n .
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General Statement

Se na tor  Magnuson. You hav e he re a  sho rt s tatem ent.
Mr . W aterman. Yes, sir.
Sena tor  Magnuson. We  wou ld be g lad  to  hea r f rom you.
Senator  A llo tt,  I  w onder  if  you w ould  list en to  Dr . W ate rm an  and 

Dr . Bronk as I  have  to go nex t door wi th the St at e De partm ent, and  
will come ba ck to h ea r the specif ic am endmen ts.

Mr.  W aterman . Air. Ch air man  and mem bers  of  the  committ ee, I  
am very  h ap py  to be her e tod ay and  to have the op po rtu ni ty  of  p re ­
sen ting o ur case f or  res to ra tio n of o ur  budg et  to the P re side nt ’s figu re.

We  have w ith  us the  Ch airma n of  th e Na tio na l Science Bo ard . Dr.  
Bro nk. After  I  int roduce  the  sub jec t of  th is  bu dg et  resto ra tio n re ­
ques t, I  believe it  wil l be he lpf ul  if  Dr . Br on k would make some 
rem ark s abou t th is p rogram  to you .

Sena tor  Aelott (p re sidi ng ). Fin e.

restoration requested

Mr. W aterman. Th is bil l, as the  Ch air man  said , pro vides a to ta l 
of  $250 mi llion, an  incr ease of abo ut $74 mi llio n ove r the am ount 
ap prop ria ted to the Fo un da tio n fo r fiscal ye ar  1961. Sinc e th is  in ­
crease  is quite su bs tan tia l, the com mit tee ma y rea son ably ask  why 
we th ink it  necessary to  urg e res tor ati on  to  th e fu ll amount of  $277 
mil lion  reques ted in the bud get.  That  is an increase of  $27 mil lion . 
The ans wer to  th is  questio n depend s on the role of  the Fo un da tio n 
in th is modern age  in supp or t o f the  basic  scientif ic research an d edu­
cat ion  in  th e sciences.

The su pp or t of science  requi rem ents t ha t we find in the Fo un da tio n 
af te r years  of exp erie nce  are very much in excess  o f the am ount th at  
can reason ably be pro vid ed in the presen t economic bu dg eta ry  sit ua ­
tion . Th ere fore,  the fiscal year  1962 bu dg et  fo r the Fo un da tio n as 
proposed by the Pr es iden t rep resent s a ba lanced  effort, to  move ahe ad 
wi th the  task  of  str en gth en ing and  broade ning  our  science po tent ia l 
by su pp or tin g the  most urge nt  and most prom ising  areas of  need. 
An d these are  done, in general , selec tively. We  are  aim ing  at  high  
qu ali ty in the ch arac ter of the  research  we do and  in the ava ilable  
people t hat  we tr ai n as scientists.

reviews of estimate

Th e estim ate  is t he  re sult o f a c are fu l r eview p rocess which  inc lud ed 
reviews  by the  A dviso ry Com mit tee and also by the  N ati onal Science 
Bo ard  as well as by the admi nis tra tio n. We  are  very consc ious of  
the  need to  bu ild  up  ou r prim ary sources of scientific s tre ng th  in  Am er­
ican colleges and univer sit ies , and on the othe r hand , of  the need  to  
fit Fo un da tio n prog rams with in  a Fe de ra l budget whi ch str ike s a 
reasonable b alan ce between th is and o ther  essent ial Gover nment  acti v­
ities. Th ere fore,  a sincere and  rig orous effort  was made to  exclude  
fro m the est imate  every requir ement  which  could reason ably be de­
fer red . The red uction embodied in the  House  bill  would mean th at  
some thing s w hich we believe to  be es sen tial  and which, in t he  na tio na l 
in terest sho uld  no t be defer red , would  have  to be pu t off s til l anoth er  
yea r.



INDEPENDENT OFFICES APPROPRIATIONS, 196 2 693

APPLICATION OF HO US E CUT

On  the ac tua l bud get  item , abo ut $21 mill ion,  or  th ree- four ths of 
the red uction, would have  to  be ap pli ed  to Fo un da tio n program s 
which pro vid e dir ect supp or t fo r basic research  and whi ch ass ist in 
prov id ing modern research fac ili tie s essentia l to the con duc t of  basic 
researc h.

I f  the red uction stands, the Fo un da tio n wou ld be able  to  supp ort 
its  b asic  research prog ram s only  to  the  extent of  33 percen t of  th e es­
tim ated  do lla r value of research appli cat ion s or  pro posal s in fiscal 
ye ar  1962, ra th er  than  36 per cent as proposed in the bud get . Th is 
means  t hat  fund s will no t be available  f or  ab out  180 projec ts on h igh - 
qu al ity  rese arch in im po rta nt  an d poten tia lly  frui tful  are as du rin g 
fiscal ye ar  1962 inv olv ing  some 1,000 prospectiv e gr ad ua te  studen ts, 
who cou ld of  course receive th ei r full  trai ni ng  in the  ava ilab le sci­
ences. I t  means th at  th e inv est iga tor s who m ade  these p rop osa ls m ust 
cu rtai l or  cancel th ei r research pla ns  and devote th ei r t alen ts to oth er 
pu rsui ts  which very pro bably  will not offer  the same  pot ent ial  re ­
tu rn s.  The number of  rea lly  talented  researche rs is lim ited . We 
sho uld , the refore , to the ex ten t possible , pro vid e the means to enab le 
the m to use the ir  time  in th e most p rod uct ive  way.

B a si c  R es ea rc h G ra nt s

Se na tor  Magnuson (p resid ing) . Now, Dr . Wate rm an , so we un ­
de rst and, th is  is fo r b oth  fellowships  and proje cts ? Or  b oth?

Mr.  W aterman . No, si r;  th is is only on bas ic research gr an ts  fo r 
the per for ma nce of  r esea rch.

Se na tor  Magnuson. On a project ?
Mr. W aterman . On a pro jec t basis . Th is item I have been spe ak­

ing  of.
Sena tor  Magnuson. Rathe r than  a fel low ship basis ?
Mr.  W aterman. T hat  is correc t.
Se na tor  Magnuson. Al l r ight .

W A STE TH ROUGH IN ADEQ UATE  FA C IL IT IE S

Mr. W aterman . One  of  the  im po rta nt  achievem ents  of  modern 
techno logy has been  the  increased prod uc tiv ity  of  worke rs throug h 
the use of machines. An d th is is reflected in ou r bud get . To day the  
pr od uc tiv ity  o f fa r too many of  o ur  res earch scient ists  in colleges and  
unive rsi ties, and othe r insti tut ion s, is lim ited by inadequate  labo ra ­
tor ies , makeshift equ ipment,  an d lack of  access to the  new an d ad ­
van ced  scientific ins tru me nta tio n.

We  can no t afford  to waste the  working  time  of  ou r res earch scie ntis ts 
by fa il in g to equ ip them  w ith  t he  best tools which mo dern technology  
can devise. Ye t, wi thin the  am ount inc luded in the  House  bil l, it 
wi ll be necessa ry to de fer  $9.5 millio n in urgent ly  needed research  
fac ilit ies , inclu ding  rese arch lab ora tor ies , com puters , mult ist age ac­
celera tor s and oth er nucle ar research devices,  and  equip me nt and 
facil iti es  needed fo r work in oce ano graphy . Su pp or t fo r the  two 
Fo undation-s ponso red  ast ron om y observatories  and  the an tarc tic  re ­
search prog ram wou ld a lso be reduc ed.
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DISSE MIN AT IO N OF SC IE NT IF IC  INF OR MA TIO N

The expanding level of research and development effort, both in this 
•country and in others, has n ot been matched by a proportionate in­
crease in our  capacity to communicate the results of this work to sci- 
•entists. It  is becoming more and more difficult and time consuming 
for a scientist to obtain translations  and abstracts of all significant 
research which bears on his par ticu lar work. Foundation programs 
addressed to this problem of the dissemination of scientific informa­
tion have proved most useful to the scientific community and offer the 
hope of greater benefit in the future.

Unfor tunate ly, if the House action stands, we will not be able to 
carry forward the full $10 million program for the dissemination 
of scientific information which was planned in the P resid ent’s budget. 
An amount of $2 million was planned for translat ion work to be done 
abroad to be paid for ou t of a special appropriation of excess foreign 
•currencies owned by the United States. The House did not allow 
this special appropriation and, instead, authorized the Foundation to 
purchase up to $1.6 million of these foreign currencies out of our 
Tegular appropriation.  With in the $250 million level it will hardly  
be possible to assign more than $1 million to the foreign currency 
transla tion activity, and it will also be necessary to reduce the  regu­
lar dollar-financed program for  the dissemination of scientific in­
formation by $400,000.

As a result of the action of the House—I am refe rring now to the 
support of scientific manpower, Mr. Chairman, and now the fellow­
ships enter as well.

REDUCTION IN  FELL OW SH IP PROGRAMS

Senator  Magnuson. Oh, yes.
Mr. W aterman. The Foundat ion programs in support of scientific 

manpower will have to be reduced by about $6 million, which is 
rough ly one-quarter of the total reduction. Some of these programs 
provide direct assistance for students at various levels—some post­
doctoral fellowships for advanced study to special science activities 
for high-abi lity secondary school students.

Others, such as the urgently needed institutes for training  science 
teachers  and the course content improvement p rogram, seek to impose 
the quality of teaching at all academic levels. Both approaches are 
sorely needed and are being pursued through programs of proven 
effectiveness.

Here, as in research, to stand still is to fall behind. The science 
students of today will form the Nation’s pool of scientific manpower 
a few years hence. More of our young men and women must be en­
couraged to enter careers in science and they must be enabled to obtain 
the  best education their talents permit.

It  is apparent that, in a field such as this, the determination of 
appropria te levels of support and of relative proprieties must be a 
matt er of judgment based upon the best information that  is available. 
The budget estimates represent the  considered judgment of the Foun ­
dation and of the many representatives of the scientific community 
who serve on its advisory panels and committees concerning the needs 
in science education today.
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INCREASE D FU NDS  FOR SECONDARY TEACHE RS

The next item I wanted to part icula rly call to your attention is 
this. We found that  it is necessary to petition for a reconsideration 
of the House action concerning the minimum amount which should 
be devoted to supplementary training for secondary school teachers. 
The Foundation estimated th at $32,182,000 would be required in fiscal 
year 1962 for this program. The House bill increases this amount 
to $37.6 million and establishes a limitation at tha t level. We urge 
tha t this limitation be reduced to $32.2 million. I do not question 
tha t the full amount provided in the  House bill could be spent effec­
tively for supplementary  tra ining fo r secondary school teachers. But 
this is a mat ter of priorities. The secondary school teacher program 
is well established and very useful.

TR AINING  FOR COLLEGES AN D UN IV ER SITY  TEACHE RS

It  is most urgent to increase the availability  of insti tute training 
for college and university teachers  by at least 25 percent in  the coming 
year.

The budget estimate provided approximately $5 million to  institute 
programs for this purpose in fiscal year 1962, which is an increase of 
about $1 million over fiscal year 1961. This increase will be precluded 
if the House minimum for secondary school institu tes stands, and it 
will be necessary to divert support from other programs simply to 
mainta in the college and university  teacher institutes  at  the 1961 level. 
It  is the college teacher of science and mathematics who provides in­
struction  for other teachers at institutes, who t rains students to be­
come capable teachers and scientists, who conducts research and guides 
the research of others, who writes improved textbooks and helps to 
develop other new course material. We must provide adequately for 
the continued educational development of  this vital segment of the 
teaching community.

M IN IM AL INCR EA SE  FOR FE LL OWSH IP  AW AR DS

The House action will seriously affect the Foundation’s ability to aid 
the advance of science in several areas. It  will permit only a minimal 
increase in fellowship awards despite the marked increase in the 
number of very able people who are apply ing for this kind of assist­
ance. We would likewise be unable to make very necessary increases 
in support of activities to improve science education and instructional 
equipment for college undergraduates, to offer special learning  oppor­
tunities to very talented science students in secondary schools, and to 
improve the texts and other curriculum material  for science and 
mathematics courses.

We believe the budget estimate for the work of  the National Science 
Foundation  during fiscal year 1962 is conservative in view of the 
known needs of American science. These needs are pressing and be­
coming ever more so. The achievement of some of our most vi tal na­
tional goals is int imately related to building our strength in scientific 
research by u ndergirding the men and the academic ins titutions  upon 
which thei r strength depends. This is the mission of the National 
Science Foundation.  We believe it should be given a high prior ity.

This ends my introductory statement.
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Mr. Chairman, before we talk about details, would you care to hear  from Dr. Bronk? J

Senator Magnuson. Well I  think as we go into those things we can.
As I understand it, you have three suggested amendments, three major suggested amendments.
Mr. Waterman. Yes.

LANGUAGE CHA NGE

Senator Magnuson. And they include, on page 32, line 15 of the bill, adding $2< million to tha t $250 mil lion5 and then on pane 32, 
line 17, deleting “$37.6 million” and insert ing in lieu thereof “832 2 millions.”

Mr. Waterman. Tha t is correct ; yes, sir.
Senator Magnuson. Now there you have reduced the amount $5.4 million. Now would th at then be transfer red up to the $277 million item?
Mr. Waterman. The change in the l imitation for secondary school teacher institutes would enable us to put  in an item of $5 million, 

approximately, for the institutes for college and university teachers.
Senator Magnuson. In other words, when you delete the $37 mil­lion and insert $32 million, it does not mean Ave are croinff to cut $5.4 million out of the bill ?
Mr. Waterman. No, sir.
Senator Magnuson. Your objective there is to transfer  tha t $5.4 million to another phase of activity?
Mr. Waterman. Yes, which was in our original estimate.
Senator Magnuson. So tha t the total amount of the bill will be the same ?
Mr. Waterman. The total amount will be the same, yes.
Senator Allott. This is a language change.

FOREIGN CURRENCY

Senator Magnuson. Yes. And then on page 32, line 21, this is on foreign currency?
Air. Waterman. Tha t is correct.
Senator Magnuson. Now I know the Senator  from Colorado and 

the Senator from Kansas have some questions, and I will be back as soon as I can.
AWARD OF CONTESTED GRANT

Senator Allott (presid ing). I  would like to start out, Dr. Water­
man, on what I  am sure is a very ticklish question. In the papers these 
last few days, and I have here two paper articles from the Daily 
Tribune,  which are condensed versions of articles tha t appeared  in most other papers in the United  States, on a former student of Colo­
rado State  University, and I do not have the man’s name here, who was awarded a $3,800 Government fellowship aft er being convicted of 
contempt of Congress with respect to his refusal to answer certain questions. I would suggest tha t at this point you lay out specifically 
the basis upon which this specific grant was given, and also your 
policy with respect to this.

Mr. W aterman. I would be glad to. The grant  was given as a fel­
lowship. This is not a research gran t, but a fellowship to this man
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along  with some 1,500 other applican ts for fellowships in due course, 
on March 15-----

Senator Allott. I suggest we make this clipping from the Daily 
Tribune a part of the record a t th is point. It  is a factual account of 
it as appeared in most newspapers in the United States at the time. 
So it will be made a par t of the record at  this time.

(The art icle referred to fo llows:)
Conviction  May  Not I nval idate  F ederal Sch ol ar sh ip

Washington (AP).—A former studen t at Colorado Sta te Univers ity who was 
awarded  a $3,800 Government fellowship af ter  being convicted of contempt of 
Congress will lose the gra nt if he swore falsely in his application.

But  the  conviction of Edw ard Yellin itself  app arently  does not  inva lida te 
the  award .

The complicated case was aired Thursda y before two House g roups. It  began 
in 1958 when Yellin, then a studen t of the University of Illinois, refused to tell 
the  House Committee on Un-American Activities  whethe r he was  a Communist.

Yellin was trie d in Federal  court, convicted of contempt of Congress and he 
was sentenced to a year in prison. He appealed and the  case now is pending 
before  the Supreme Court. The U.S. circu it cou rt of appeals  upheld the 
conviction.

The Natio nal Science F oundation las t March granted  Yellin the fellowship to 
cont inue his engineer ing stud ies at  the University of Colorado. But D. Alan 
Wate rman , head of the NSF, told the House Space Committee Thursda y the 
NSF  when it made the  gran t “had  no knowledge of the difficulties in which 
Mr. Yellin has been involved.”

Yellin had no comment to make  on Thursday ’s development. He still  is a 
studen t a t the Unive rsity  of I llinoi s. He will a ttend summer school a t the Illinois 
college. He apparen tly had his choice of where to use the  gra nt and decided 
on Illinois. He did und erg rad uat e work a t CSU.

Waterman said th at  when the  House Committee on Un-American Activities 
called his atte ntion to the Yellin background he asked the Jus tice Departm ent 
to determ ine whether perjury  was involved.

Mr. Waterman. There have been some variations in the accounts 
I  have seen. As this mentioned-----

Senator Allott. I am not vouching the meticulous detailed tru th of 
this, but I think it conforms with most other newspaper reports 
throughout the country and will serve to put whoever reads the record 
on notice as to what the general situation is as viewed by the papers.

Mr. Waterman. Right.
As I said, this man, along with some 1,500 others, was notified of 

an award of a fellowship for second-year gradua te work in his field. 
At the time the  award was made we had no evidence of the conviction 
tha t is mentioned in these articles. This was brought to our atten tion 
about a month later  by a representative of the House Un-American 
Activities Committee. And since tha t time we have been studying 
the case and gett ing what data we could.

require me nts of fe llo w sh ip awards

Actually, our authori ty to award these fellowships has two require­
ments. The first is tha t the fellowship is awarded on the basis of 
ability only, except that in cases of substantia lly equal ability, then 
the Founda tion is to allocate the fellowships to assure wider geo­
graphical dist ribution . That is the first point.

The second is th at the candidate must sign the oath of allegiance 
and an affidavit. Would you like me to read that to you ?

Senator Magnuson (presiding). Do you want tha t in the record ?
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AFFIDAVIT OF GRANTEE

Senator Allott. Is th is the same affidavit that is contained in the 
National Defense Education Act?

Mr. Waterman. I believe it is. This he is required to  do. This es­
sentially says tha t he does not believe in and is not a member of any 
organization which advocates the overthrow of the U.S. Government 
by force or by any unconstitutional means.

Senator  Allott. Did this individual sign this  affidavit ?
Mr. Waterman. He signed both the oath of allegiance and the affi­

davit. So at the time of his application we had no evidence, other than 
tha t he fulfilled the requirements. He was very high in ability and he 
was highly recommended by the school in the form of academic record 
and his aptitude and achievement examinations which all must take, 
and by other recommendations received.

LI ST  OF PERSONS WHO  RECOMMENDED APPLICA NT

Senator Allott. Would you put in the record specifically the people 
who recommended this man ?

Mr. Waterman. We can do that; yes, sir . It  is on his application 
form.

Senator Allott. The names of the people who recommended him ?
Mr. Waterman. Yes, sir.
(The information requested follows:)

These a re  the  names of the  people who recommended Edward Yellin :
Dr. R. J. Mauer,  Depar tment of Physics, University of Illinois, Urbana, Ill.
Dr. II. H. Korst, Departm ent of Mechanical Engineering, University of Illinois. 
Dr. W. L. Chow, Dep artm ent  of Mechanical Engineering, Unive rsity of Illinois . 
Prof. S. Konzo, Depa rtment  of Engineering, U niversity  of Illinois.

POLICY ON QUEST ION S RESP ECTING OATH OF ALLEGIANCE

Mr. Waterman. Under the circumstances, i t has been our policy 
in the case of any question with respect to  the signing of the oath of 
allegiance and the affidavit, tha t we refe r those matters to the  Depart­
ment of Justice. Since we are not a prosecuting agency, tha t is not 
really our function, nor have we any part icular competence at tha t 
sort of thing.

Senator Allott. This man’s name, for the record, is Edward 
Yellin.

Mr. Waterman. That is righ t.
So that is where the question s tands with respect to his ability and 

former activities.
ABILITY OF STU DEN T

With  respect to his ability, I have made i t plain to the House-Un- 
American Activities  Committee and to the House Committee on 
Science and Astronautics, in hearings before them, that a man’s ability 
for a career in science depends, of course, upon his intellectual ability , 
and it also depends upon his  motivation, his determination and per­
severance, his accuracy in observing and reporting, his meticulousness 
to giving credit to others where due, and his in tegrity.  So we have 
felt any action we would take would be determined by those factors 
concerning his ability.
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In the mat ter of loyalty we must depend upon the signing of the oath of allegiance and the affidavit. It  there is any question regard­ing the signing of the oath and affidavit, we refer the mat ter to the Department of Justice, as we have done in this case.

REVOCATION OF FE LL OWSH IP  AW ARD

Now we have taken the following action, and this was announced, I believe, in the papers  th is morning. And I am quoting our state­ment with respect to this whole case:
The Natio nal Science Foundation  announced today  that  following— 

this was yesterday morning—
consultat ion with  members of the  Execut ive Commit tee of the  National  Science Board,  a 24-member policym aking body of the  Natio nal Science Found ation , it had revoked its award  of a fellow ship made in March to Edw ard L. Yellin of Champaign, Ill. In a teleg ram to Yellin, Alan D. Waterman, Director of the Foundatio n, sa id :

"We regret to advise you af te r full  review of all the  fac ts in your  situation , including the possibility you may not be able to pursue your  studies with out  in­ter rup tion during the fellow ship tenure, the  presen t fellow ship award  made to your on March 15 for the  yea r 1961-62 is revoked.”Under the Natio nal Science Founda tion  Act, Congress stip ula ted  that  Founda­tion fellow ships  are to be made wholly on the basis  of abili ty. On this basis  and on th e f acts avai lable  a t the time, Yellin was awarded a fellowship. However, it la te r became known to the Founda tion  that  Yellin had been convicted of contempt of Congress and had been sentenced to a year in jail . This  conviction has been affirmed by the circ uit court of appea ls, and  then an appe al for  certio rar i has been filed with  the  Supreme Court . The Foundation  came to the  conclusion that  und er all the  facts, including the  poss ibility of interrupt ion  of his stud ies for  which the  fellow ship was awarded , Yellin did not  meet the  requiremen ts for  receiving thi s fellowship.
The revocation action  followed a meeting on Monday between Waterm an and the members of the  Executive Committee of the Nat iona l Science Foun datio n.
Senator Allott. Doctor, as you know, I  have a very high regard for you personally, and for Dr. Bronk also. Now would this state­ment reflect your point of view with respect to grant ing of individual fellowships—that the United States is foolhardy to invest money in fellowships for individuals when a reasonable man has reason to doubt the ir loyalty to the United States vis-a-vis Communist philosophy?Mr. Waterman. I certainly believe in  the principle tha t we do not want to encourage anyone to enter science who is a Communist or believes in any subversive action agains t the U.S. Government. We believe this is taken care of in the affidavit.Senator Allott. We cannot  keep them from entering the  scientific field. However, we can attempt to keep the U.S. Government from financing their education and their research-----Mr. Waterman. That is correct; yes.Senator Allott (cont inuing). In a field, which then become avail­able to the Communists if the person was defecting, either physically or mentally or from the United  States.Mr. Waterman. Right .

L is t  of Grants to W es te rner s

Senator  Allott. Now one of the reasons I  ask this—and I wish you would put in the record at this point the fellowships tha t have been granted in the Midwestern Sta tes—I have a constant demand and am talked with constantly when I am in my own State as to why my
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people, my own people,  can not  secure  th is,  or  become a part  of  the 
fellowships. Now I have no idea  of  how ma ny  are  involve d at all, 
bu t i t is v ery  h ar d fo r m e, as a rep res en tat ive  of  t he  people—and un ­
fortu na tely too ma ny of  them  th ink I  ru n th is  Gover nment  m yse lf— 
to justi fy  a question like  th is af te r the pu bl ic ity  th at has been given 
to th e Yell in case.

Could y ou pu t in a s am pli ng  of  the  g ra nt s an d the  ind ivi du als  who 
received those ?

(The inf orma tio n reques ted fo llo ws:)
The following is a listin g of the individuals who reside in the  States of Ari­

zona, Colorado, Kansas, Nebraska, New Mexico, Oklahoma, and Utah who were 
offered fellowships in 1961 in two of the larg est NSF fellowship programs—the 
gradua te and the cooperative gradua te fellow ship prog rams:

Abbreviations of fields of study used on att ach me nts  are  as fol low s:
AGRI Agriculture GSCI General sciences
ANT II Anthropology MATII Mathematics
ASTR Astronomy MCB I Microbiology
BCIIM Biochemistry MDSC Medical sciences
BIOL Biology MTRL Meteorology
BOTA Bota ny OCNG Oceanography
BPI IY Biophysics PHSL Physiology
CHEM Chemistry PIIYS Physics
EAR T Ea rth  sciences PSYC Psychology
ENGR Engineering sosc Social sciences
GEN E Genetics ZOOL Zoology

N ati o na l Sc ie n c e  F oun d atio n

Graduate and cooperative graduate fe llowship awardees, by State of permanen t resi­
dence, Mar . IS , 1961 

ARIZON A

Nam e Field City

Graduate:
Bisset t, D avid  H_________________ EA RT_________________ .. Prescott.
Breternitz, David A____  ________ ANTH___________________ Tucson.
Dole, Jim  W ..  . _____ __________ BIOL ____________________ Phoenix.
Finney, Joseph J ______  _ ______ EA RT ___________________ Tucson.
Gregory, Bob L . ________ ________ ENGR___________ ____ _ Phoenix.
Halpern, Ma rtin  B__ ___ ___ ___ ___ PH YS___________________ Tucson.
Lange, Robert  V ________________ PH YS................ ..................... . Phoenix.
Lewis, Richard B PHYS Douglas.

Tucson.Yeazell, M artha E ________ ________ BCHEM _________________
Cooperative graduate:

Brown, Keith S., J r______ _________ CH EM ................................ . Amado.
Cooper, Richa rd K________________ PH YS............. ...... ........ - ........ Tucson.
Erickson,  Rolfe C _________________ EA RT ....................................... Do.
Lindh olm,  Fred  A __ ______ EN G R___________________ Do.
P eakP j E d m u n d  J  , J r M ATH ...................................... Phoenix.
Taylor, James  G . _______________ EN G R........... ..................... Do.
Weinberg, Dav id S________________ CH EM ....... . .................. ......... Tucson.
Young , Jo n N ____________________ S O S C Florence.

COL ORADO

Graduate:
Baker, M. Miche lle...............................
Barth,  Theodore J ________________
Clark , Lowell E _________ ________
Cornwall, John  M .................................
Dailey, Dixie L ___________________
Dewey, Clarence F., Jr ___ _________
Graue, Denn is J ___ _______________
Hawley, Charles C ................................
Heathcock,  C layton H ..... ......... .........
Irwin, Henry  J ___ _______________
Kjeldgaard, Edw in A........ ......... .........
Krieger, Hen ry A_____________ ____
McKinni s, Ralph W .............................

ZOOL........................................
MATH .....................................
EN O R............................ .........
PH YS .......................................
GEN E................................... ..
EN G R......................................
ENGR......................................
EART.......................................
C H E M ............. . . ....................
A N TI! ......................................
CH EM ................... - ..............
MATH .....................................
MATH ......................................

Boulder.
Colorado Springs. 
Fo rt Collins. 
Denve r. 
Lakewood 15. 
Pueblo.
Whe at Ridge. 
Lakewood 15. 
Boulder .
Denver 7.
Brush .
Deliver 12. 
Boulder.
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Graduate and cooperative graduate fe llowship  awardees, by State  of perm anen t resi­

dence, Mar . 15, 1961—Continued 
COLORADO—Cont inued

Nam e Field Cit y

Picken, James S__________________
Shier, George D __________________
Stone, George T .....................................
Tettem er, Elouise  S_______________
Webb , George D ______ _________ _
Wiseman, J ohn R_________ _______

Coope rative  graduate:
Birky, Car l W ., Jr .................................
Eh n, Den nis C______ ____ ________
Fra nk, Ernest C__________________
Gold, A nn ____ ___________________
Hochm uth , Robert M_____________
Seely, Alan L____________________
Wag man, Jam es__________________

EN GR.
CH EM .
EA RT .
GEN E.
PH SL ..
CH EM .
ZOOL..
PH YS ..
AGRI..
ZO OL..
EN GR.
EN GR.
CH EM

Loveland. 
Golden. 
Cowdrey. 
Denver  20. 
Denver  22. 
Boulder.

Fo rt Collins. 
Aul t.
Fo rt Collins.  
Greeley.i 
Denver  11. 
Boulder. 
Denver  19.

KANSAS

Graduate:
Anderson, David K _______________
Barnhill, Robert E________________
Barret t, Bruce R ______ ___________
Bath, Thomas D_______ ___________
Berry, William H _________________
Cornelius, Archie J________________
Deonier, Dick L_______ ___________
Enos, Paul P_____________________
Hall, Robert E .......................................
Hayes, Dennis E ............... . ..................
Hay s, Byron G___________________
Head, Thom as J ___ _______________
H eider, Karl G----- ------------------------
Kev an ,L ar ry  J ___________________
Koch, Richa rd M --------------------------
Kohlman,  David L________________
Mantey, John P ............... .....................
Man tey,  Patr ick E ....... ........ ................
Mills, Robert B . . . ............ ....................
Nauman , Edw ard B_______________
Reynolds, Wyn etka  A_____________
Richer t, Anton S---------------------------
Root, John W...................... ......... ........
Spencer, John B__________________
Walters, William B...............................
Warne, Thom as M., J r_____________
Whitehead, C. T homas.........................
Zimmerman, J ohn F _______________

CH EM .....................................
MAT H.....................................
PH YS.......................................
ENGR....................................
MAT H.....................................
ENGR......................................
ZOO L....... . ..............................
EART .......................................
PH YS .......................................
EA RT .......................................
CH EM .....................................
MA TH .....................................
A N T H .....................................
CH EM .....................................
MA TH .....................................
ENGR......................................
ENGR......................................
ENGR......................................
ZOOL........................................
ENGR......................................
ZOOL........................................
PH YS .......................................
CH EM ......................................
CH EM ......................................
CH EM ......................................
CH EM .....................................
ENGR...................................
CH EM .....................................Cooperative graduate:

Butler, Rona ld D --------------------------
Carpenter , K enneth H _____________
Davis, Elmer  E ----------------------------
Griffith, Susan J ...... .............. . .............
Har ri, John G____________________
Hobson, Arthur  S --------------------------
Hyslop, Robert S., J r------ ---------------
Kezlan, Thomas P ________________
Noble, Larry  D ___________________
Platt , Dwight R ---------------------------
Ramsay, Arlan B ..................................
Rogers, Joyce M _________ _____ _
Rupf, Joh n A........... .............................
Salser, Winston A_________________
Skinner, James  L_._ ..............................
Smi th, Dean L., J r________________
Weidman, Dona ld R . . . ........................
Zahnley, James C _________________

CH EM ......................................
EN GR ......................................
MAT H.....................................
ZOOL ....................................
EN GR .....................................
PHY S ......................................
ENGR......................................
MAT H......................................
ENGR......................................
ZOOL ..................................
MAT H.....................................
MAT H.....................................
EN GR ......................................
BP HY ......................................
EN GR......................................
ENGR....................................
MATH .....................................
BC HM .....................................

Rive rton.
Law'rence.
Kansas Cityj2. 
Kansas City . 
Shawnee Mission. 
M anh attan . 
Eudora.
Perry.
Pit tsb urg h.
M ission.
Wichi ta 14. 
Topeka. 
Lawrence. 
Shawnee Mission. 
Haven.
Lawrence.
Sharon Springs.

Do.
Topeka.
Shawnee Mission. 
Emporia .
Wicnita 16.
Lawrence.
Topeka.
Highland.
Leawood.
Columbus.
Lawrence.

Ma nha ttan. 
Matfleld Green. 
Havi land. 
Mission. 
Brookville. 
Ma nha ttan . 
Kansas City. 
Lawrence.
Iola.
Newton.
Dodge City. 
Mission.
Wichita 12. 
Wichita 14. 
Lincoln.
Topeka .
Kansas C ity  2. 
Ma nha ttan.
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Graduate and  cooperative graduate fe llowship  awardees, by State of  perma nent  resi­
dence, Mar. 15, 1961— Co ntinued 

NE BR ASKA

Name Field City

Gradua te:
Andersen, John P ___________ _____
Bauer, William R ....... ..........................
Bolar, Marlin  L........................ .............
Cassel, David G__________________
Fra hm , Richard R________________
Gradwohl , David M_______________
Mc Arthur , Donald E ----------- ------. . .
Wright, Bradford L_______________

Cooperative graduate:
Anderson, John S _________________
Anderson, Sonia R ________________
Barnes, Aaron___ ________________
Dankleff, Mary A_________________
Herzog, John  O___________________
Laetsch, Theodore W.......................... .
Lang, Wayne W__________________
Park,  John  T _____________________
Schutz, Wilfred M ________________
Skov, Charles E __________________

MATH.
CH EM .
BOTA_.
PH YS ..
A G R I..
AN TH .
PH YS ..
PH YS ..

BC IIM .
BC IIM .
I’HVS
CH EM .
MATH.
PH YS ..
PH YS ..
PH YS ..
GE NE .
PH YS ..

Omaha 32. 
McCook. 
Lincoln 10. 
Ainsw orth. 
Lym an. 
Lincoln. 

Do.
Lincoln  10.

Kearney.
Omaha 7.
Omaha.
Avoca.
Lincoln.
Seward.
Lincoln.
Lincoln 5.
Eustis .
Riverdale .

NE W ME XICO

Graduate:
Atkinson, William W EA RT....................................... Albuquerque.
Bergstresser, T homas . _________ P H Y S .. .. ................................. Los Alamos.
Diebold, Robert E PH YS........... ............................ Los Lunas.
Dowdle, John R MATH _______ ___________ Deming.
Eg be rt.  Lar re  N G EN E. ________________ Los Alamos.
Emrich, Robert L AN TH .................... .................. Gallup .
Harri s, Ar thu r I I ________________ ZOOL ......... ........ ........ . ........... Albuquerque.
Shifter, William J PH YS _____________ _____ Los Alamos.
Thom pson, Richard S PH YS _______ _____ ______ Hobbs.
Walsh, Joseph M B C II M ._____ ____________ Santa  Fe.

Cooperative  graduate:
Converse, Glenn L ____  ______ E N G R _____ _____ ______ Albuquerque.
G ar ci a , M ar got W PH SL ........................................ Do.
M o tt  D av id  L PH YS............ .................. ........ Las Cruces.

OKLAH OMA

Graduate:
Butle r, Larry G.....................................
Clarke, Robert F ....... ................... ........
Cooper, Jan e E ............ .............. ........
Faudree, Ralph J . ........ . .............. ........
Gerlach, Charles R ..............................
Gilbert, M. C harl es .. .. ............... ........
Goldwyn, Roger M ......... .....................
Gruver, George W.................................
Hurst , Gerald L ....... ........... . .........
Kelly, Suzanne Sis------ -------- ----------
Kirmse, Dale W .......... .............. .........
Lipe, William D ........................ . .........
Murray , Frederick N ............................
Oldham, Ira B I I I_________ _______
Page, Leroy E ....... . ........... . ......... .
Pau l, Johnny  C ........................... - ........
Ponsor, Kenneth C ------------------------
Prophet,  Carl W.............. . ...................
Reinhard t, William N .................... .
Robinson, Robert L., J r_____ _____ _
Sanmann, Ev ere tt E ............ . ...............
Sm ith,  Warren  L. _____ __________
Tech, Jack L....... . .................................
Thach, Robert E...................................
Wolfe, James F .............. ................... .
Wood, Da vid E ............ . .......................

BCIIM .....................................
ZOOL........................ . .............
ZOOL........................................
M ATH ....... ..............................
E N O R .. ..................................
EA RT  ........................... ........
E N O R .......... ..........................
E N O R .. ..................................
CH EM .....................................
SOSC .......... ............................
EN O R......................................
ANTH......................................
EART.................... . ................
E N O R .....................................
SOSC .....................................
E N O R ......................................
EN OR  ...... . .............. ......... -
ZOOL......... .............................
MAT H......... ............................
EN O R......................................
PH YS______ _____ _______
ZOOL................ . .....................
AS TR ......... . ............................
B P H Y .....................................
EN O R........................ .............
C H E M .. .. ..............................

Ochelata.
Norman.
Tulsa 4.
Atoka.
Guthrie.
Lawton .
Tulsa  35. 
Stillwater.
Jones.
Tulsa 14.
Alva.
Bristow.
Tuls a 4. 
Muskogee. 
Oklahoma City. 
Fairv iew. 
Oklahoma C ity . 
Norm an. 
Bartlesville. 
Muskogee. 
Geronimo. 
Norm an. 
Oklahoma C ity . 

Do.
Do.

Seminole.
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Graduate and cooperative graduate fel lowship  awardees, by State of permanen t resi­
dence, Mar . 15, 1961— Continued

OKLAHOMA—Continued

Name Field City

Cooperative  graduate:
Clark, Alfred, J r........
Com brink , Charles R
Crawford, Joh n C ___
Friday , J ohn  R ........ .
Fried rich,  Henry B .. . 
Graham, Robe rt E . . .  
Han n, Roy W., J r .. ..
Hardage, Bob A.........
McCormick, Bailie J . 
McCreary , James G ..  
Morris, Robe rt J.,  J r .
Pierce, Donald A___
Rice, James H______
Sherle, Je rry  P _____
Slaughter, Eugene E., 
Stong, Robert E,

MA TH .
MA TH .
PH YS. .
EN G R.
CH EM .
PH YS. .
EN G R.
PH YS. .
CH EM .
EN G R.
SOS C...
EN GR.
MA TH.
CH EM
MA TH
MA TH

Bart lesvi lle.
Caddo .
Ponca C ity.
Cleveland.
Clin ton.
Tu lsa  4.
Oklahoma City.
Checotah.
Stillwate r.
Norman .
Oklahoma City .
Enid.
Norman .
Hob art.
Du ran t.
Oklahoma City .

UT AH

Graduate:
Brewer, John M __________________ BC IIM .................................. . Baltimore 18.
Dewey, John  R ________ ______ ___ A N TH ___________________ Salt  Lake City .
Dorny, Car l N ......... ............................. EN GR  .............. ...... ............... Provo.
Gerrie ts, Carl  E . J ________________ MATH ................. ............... Logan.
Grant, Sheldon K .............. ................... EA RT .......... ..................... New Harm ony.
Ivic, Evan I, ..... ........................ ......... EN GR  .............. Ogden.
Jenson, Evan  D............ ..................... . CH EM ....... Brigham City.
Moler, Cleve B........... ......... M A TH ... Salt Lake City .
Mortim er, Robert G C H E M .. . Logan.
Muirbrook, Newell K ........................... EN GR  ......... ........... .............. Ogden.
Price, John  A ...... .... ........ ....... ........ A N T Il. .___ ______ ____ Salt Lake City .
Runnell s, Donald  D................. ............. EART.............................. Do.
Tavlor, Vasco R .. ___ _____________ M TRL......... ........ Do.
Toiman, Chadw ick A . . ............ .......... C H E M .. ........ Bountiful.

Cooi»erative graduate:
Batty,  Joseph C._ ....... . ................ .  .. . E N G R ___________________ Vernal.
Billsj James L._ . ________________ CHEM ...................... . ........... Salt  Lake City.
Brothers, John  E____ ________ _____ M ATH ............ . ....................... Do.
Giles, Eugene____ _______________ A N T Il .............................. Do.
Halamandaris, Ha rry _______ ______ E N G R .. .................................. Price.
Jacob, Richard J ________ ______ ___ PH YS ............................. . ........ Salt  Lake City.
Palmer, Brent  C ........... ........................ BO TA ________________ Cedar City.
Wagner, Richard L., Jr ........ . .............. P H Y S .. ................................... Salt Lake City.

WY OM ING

Graduate:
Calvert, James B........
Fronapfel , Richa rd W.

Cooperative graduate: 
Gilbe rt, Jo hn C ..........

PH YS .......................................
MAT H......................................

CHEM ......................................

Casper.
Torr ington.

Laramie.

71036— 61------45
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N ati o na l  Sc ie n c e  F o un d atio n

Graduate and  cooperative graduate fello wsh ip programs for  fisca l year 1961— Dis. 
tribution of applica nts by State of perm anent residence and awards offered

St ate

Gradu ate Co op erat ive g radu ate To ta l

Ap plica­
tion s

Aw ards
offer ed

Ap pl ica­
tio ns

Aw ard s
offered

Ap pli ca­
tio ns

Aw ards
offered

Alab am a......... . ........................... 48 12 42 13 90 25
Alask a_____________________ 3 1 2 0 5 1
Arizon a _________________ 28 9 16 8 44 17
Ar ka nsas__________________ 30 6 21 7 51 13
Califo rnia __________________ 504 186 181 81 685 267
C ol or ad o__________________ 60 19 21 7 81 26
Con ne ct icut________________ 92 31 47 10 139 41
Delawa re _____  ______  - 18 5 18 6 36 11
Distri ct  of Colum bia________ 29 13 12 6 41 19
F lo ri da ..  _________________ 81 23 83 14 164 37
Georgia____________________ 53 12 55 8 108 20
Haw ai i__  _______________ 8 3 8 3 16 6
Ida ho  ___________________ 26 7 16 4 42 11
Ill ino is....... . ................................ 312 119 195 75 507 194
In di an a________ ___________ 107 31 83 37 190 68
Iow a ___________________ 79 30 72 33 151 63
Kan sas____________________ 80 28 50 18 130 46
Ken tu ck y ________________ 62 12 42 17 94 29
Lo uis ian a . ______________ 62 14 44 11 106 25
Main e . _________________ 10 6 17 4 27 10
Marylan d ______________ 109 39 40 15 149 54
Massach uset ts.... ................- __ 229 74 119 45 348 119
Mich igan_______ ________. . . 189 60 160 49 349 109
M inne so ta________ ____ ____ 110 37 98 32 208 69
Miss iss ipp i_________________ 26 6 35 10 61 16
Missouri....... . ............ . .............. 89 20 82 20 171 40
M on tana ________ _____ ____ 12 3 28 6 40 9
N eb ra sk a. . _______________ 28 8 29 10 57 18
Nev ad a________________ - __ 4 1 2 0 6 1
Ne w Ham ps hi re____________ 20 3 10 2 30 5
N e w  J e rs e v 184 57 102 33 286 90
Ne w Mexico ______________ 37 10 26 3 63 13
Ne w Yor k.  _______________ 729 219 431 165 1,160 384
N or th  Ca ro lin a_____________ 69 16 63 13 132 29
Nor th  D ak ot a______________ 21 4 21 7 42 11
Ohio _______ _____________ 213 74 182 77 395 151
Ok lah om a _______________ 78 26 55 16 133 42
Oregon . .  ______________ 54 17 44 15 98 32
P ennsy lv an ia ............................ 340 96 189 57 529 153
Rhode Is la n d .. .......................... 28 7 23 9 51 16
South  Carol ina  __________ 30 6 30 7 60 13
South  Dak ota ____________ 21 4 11 3 32 7
Ten nessee  _______________ 52 15 50 15 102 30
Tex as ___ ___ _____________ 157 44 107 31 264 75
Uta h ........................................... 39 14 39 8 78 22
Vermon t________ ______ ____ 9 3 2 1 11 4
Virginia  ________________ 79 28 62 19 141 47
W ashin gto n ______________ 83 27 62 24 145 51
West  V irgin ia .. ___________ 31 10 19 7 50 17
W is consi n_________________ 111 39 86 38 197 77
W yom in g ......... ................... 7 2 6 1 13 3
Pu er to  Rico .............................. 5 1 3 0 8 1

T ota l.................................. 4,875 1,537 3,241 1,100 8,116 2,637

TOTAL FE LL OW SH IP S AWARDED

Mr. W aterman. There is a statement on th is in the budget docu­
ment under tab B. It  might be worth noting tha t we have made 
some 15,000 fellowships in the 10 years of our existence, and this is 
the first case where such a m atter  has arisen.

Senator  Allott. Doctor, I repeat again, I have only the highest 
regard  for your personal ability  and integri ty, and I think it is to 
your credit  that  this has not occurred.

Now I  see on page 9 of the document a lis t of the grants. Now the 
support of scientific manpower, and grants and contracts on basic 
research and facilities fo r support of science, for example, in the Sta te
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of Colorado. Now the to tal support of science in there was $785,310, and the fellowships offered $156,000, involving 52 students. Do I 
read your tabulation correctly ?

Mr. Waterman . Yes, tha t is correct.
Senator Allott. So tha t summing up the Yellin matter, the facts are tha t Yellin met all of the requirements, signed the affidavit, and you had no knowledge of this until it was called to your attention some time later, and you have recently acted upon  this in accordance with the remarks tha t you have just made ?
Mr. Waterman . Tha t is righ t. And in addition I expect to bring the general policy matter before the meeting of the National Science Board presently so tha t we can go into this and decide what we can do to prevent this kind of an incident happening again.

ATM OSPHERIC RESEARCH PROGRAM

Senator Allott. What about the atmospheric research program? I heard a discussion with Dr. Wal ter Roberts ju st the o ther day. That  is, as I understand it, proceeding in accordance with your plans and in accordance with the presentat ion you made last year before this committee?
Mr. Waterman . Tha t is correct ; and we are very well pleased with the way it is going. We have a very capable director. He is getting a most competent staff, and we believe things are going for­ward in very good shape indeed.
Senator Allott. Well, I  would like to speak to the supplementary training o f secondary school teachers. I realize that  this is very im­portant and, as a matter of fact, I think it is one of the most impor­tan t areas of our whole educational system, the fact tha t we have had too many teachers t rained in methodology in the past few years and not enough teachers trained  in knowledge. They know how to teach, but  they do not know what they are teaching. I am sure  Dr. 

Bronk agrees with this because I  remember when he testified before the Labor Committee of the Senate some 4 or 5 years ago, and I was a member of tha t committee. And I believe th is is very important.So I would like to  ask you, since the National Defense Education Act is devoted to this area to a great extent, how do you justi fy your own activities in this field, and where do they duplicate, and would it  not be better to leave them in one area ?

COORDINATION W IT H OFFICE OF EDUCATION

Mr. W aterman . Well, in the first place, we have a good understand­ing with  the Office of Education, and confer with them on our mutual 
plans. And, in fact, these are coordinated before the President’s budget is made out.

Generally speaking, the position is t his : We deal with science in ­struction in terms of the separate fields of science. Tha t is, we try to improve the teaching of physics in the hands of physics teachers, people who know physics, and the teaching of chemistry in the same way as determined by chemists. We do this, for example, by institutes for summer training, and especially by a very remarkable program for 
the improvement of teaching materials, textbooks, laboratory mate­rials, teaching manuals, moving pictures, for improving the subject
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con tent, b rin ging  t he  su bject up  t o date . You  see, we deal in th is  d i­
rec tly  w ith  the insti tut ion s th at  ar e pr ov id ing thi s kind  o f ins tru ction  
an d w ith  thei r sc ient ists.

Th e Office of  E du ca tio n has the  g ene ral pro blems o f edu cat ion, and 
they  deal wi th the State s and  St ate board s of  edu cat ion  which we 
do not.  The pr incipa l case where we ru n int o the same so rt of te r­
ri to ry  as t he irs , is in the gran tin g of fel low ships,  where they can do 
the same kin d of  t hi ng  we do, bu t in th is  we are  in close coo pera tion  
wi th them. An d, o f course, in th ei r fellowships they  p ut  th ei r e mp ha­
sis on languages  and  other discip line s as well as science.

Sena tor  Allott. Yes, b ut  the thre e area s t hat  were del ineated in the  
Na tional  Defen se E du ca tio n Act f or  th is  ty pe  o f t hing , th ree specified  
areas, were ma thematics , science, which wou ld, of  course , include  the  
physics  and  chemistry whi ch you hav e mentio ned , and  languages .

Now I  have been  as kin g thi s question, and in askin g i t this  way I  am 
giv ing  you the  benefit of the  doubt whereas if  I  had  you on th e witn ess 
stand,  as a law yer I  wou ld n ot ask it  thi s w ay:

NA TI ON AL  DE FENSE EDUCA TIO N ACT

Why wouldn ’t  i t be b et te r to combine th is un de r one ac tiv ity  ? We 
find, and we have fou nd in th is committ ee, so m any  o ve rla pp ing  a reas 
th at  it  is almost fan ta sti c—in  research , science—and  T am very  pers on­
ally  c once rned  abo ut it. Now why isn ’t the N ational Defense Ed uc a­
tion  Act th e logical plac e to do t his , or  w hy isn ’t it  logical  then to re ­
move th is fro m the  Na tional  Defense  Ed uc ati on  Ac t and  pu t it  all 
under you ?

Mr.  W aterman . In  the  firs t plac e, we of course deal  only wi th the 
sciences. We have a hig hly  com pet ent  scien tific staff in all  di s­
ciplines of science. So thi s is the sub jec t in which we hav e detai led  
competence. We  there fore can get  the high est qu ali ty of reviews in 
th is are a fo r the  w ork  t ha t we do. An d we only  do a l imited numb er 
of th ing s as com pared to the  Office of  Ed ucati on . For  example, the 
Nation al Defense  Educati on  Ac t does no t inclu de au thor ity  to su p­
po rt  ins titute s in science and  ma the ma tics as we do. We  hope th at  
the y will  p rov ide  t ha t kin d of insti tu te  in oth er fields. But  o ur  w ork  
was pio nee r wo rk in  thi s field-----

Senator  Allott. Are you c ert ain  abou t th at  sta tem ent  ?
Mr.  W aterman . I  th ink t hat  is correc t.
Se na tor  Allott. Well  I  do recall th at  in th at  bill we did  speci fi­

call y au tho rize i ns tit utes  in lan guage------
Mr. W aterman . In  langu age s, yes, fore ign  lan guages.
Se na tor  Allott. And you say  the bill does no t autho rize------
Mr.  W aterman . Th at  is my  un derst andin g.
Se na tor  Allott (con tin uin g) . In st itu tes fo r up gr ad ing teache rs in 

ei ther  mathe ma tics or  science ?
Mr. W aterman . I  th ink t hat  is our pro vince.
Se na tor Allott. Have you recommended to the  La bo r Com mittee, 

Labor, Ed ucati on , and  Pu bl ic W elf are Com mitt ee, of  eit he r the 
Hou se or  the  Sen ate  th at  they  ame nd thei r act so th at  th is can  be 
done?

Mr. W aterman . You mea n to include  science and  mathematics ?
Se na tor  A llott. As sum mertim e ins titut ion s in up grad ing?
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Mr. Waterman. Well, we have had years of experience in this and 
it is going extremely well. As long as we coordinate properly  with 
the Office of Education,  I  should think  th is would be all righ t as it is.

We have not made tha t recommendation.
Senator Allott. You  are still dispersing the effort in this one- 

area, the fundamental effort to upgrade secondary teachers in the 
subjects which they teach; is this correct?

Mr. Waterman. Tha t is correct for science and mathematics teach­
ers only.

Senator Aixott. And with the National Defense Education  Act 
providing fellowships, providing other help for this specific purpose, 
even though they do not specifically authorize institutions, as you 
say—and I want to investigate th at because I  am sure it  was the inten­
tion of the committee tha t they would not be precluded when the 
NDE A was passed—you are  in effect duplicating the purposes of the 
NDEA.

Mr. Waterman. Of course the ir field goes far beyond science and 
mathematics, so I  would not say that  was duplicat ing what they are 
doing.

Senator Allott. Well, it  involves other things th at were concerned 
at tha t time. Dr. Bronk testified to these matte rs at tha t time. It  
does go beyond, despie the fact tha t we now have people studying 
organ and glass blowing and heaven knows what other nonsense under 
the NDEA, and it is still for the purpose, the  fundamental purpose, 
of upgrading people and stimulating  effort, and stitmulating mental 
ability in sciences and in mathematics, and in languages—because 
communication is a necessary part of this—and in a few adjuncts 
which were considered necessary.

U SE  OF TV IN  EDU CATION

One of course was the study of the use of other aids in education, 
such as TV and such as is conducted up at-----

Mr. B ronk. MIT.
Senator  Allott. And there is one high school in Frederick, or just 

north of here in Maryland.
For the fundamental purpose of the  NDEA, no matte r how it  has 

been subverted or even prostitu ted, in some instances, is the same. 
There can be no doubt about this from the record, from the report. 
And its fundamental purpose is the same purpose you are accom­
plishing, or  doing, here.

Mr. Waterman. I suppose one way of put ting  it, which we feel 
very strongly , is that there is a great urgency about science and mathe­
matics education at the present time;  we have the capability and the 
responsibility for pursuing this energetically. The others are im­
portant, too, and we have always said so and we have encouraged the 
Office of Education to pick up on these other  subjects, but in the field 
of science and mathematics the National Science Founda tion has a 
special responsibil ity.

Senator Allott. There is one other subject there and tha t is lan­
guages.
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SPECIA L URGENCY OF SCIENCE AND MA TH EM AT ICS

Mr. AV aterman. The subject of science and mathematics has a very 
special urgency in the world today. We cannot afford to limit our 
efforts to improve science and mathematics education at all levels.

Now in the Foundation we started years ago doing these things, 
we have had a grea t deal of experience, we have the scientists’ con­
fidence, and they know how to do these things well. So, certainly 
it looks to us a t the present time that, with this background and ex­
perience, the righ t way to get on with it is for us to carry on, in that 
area, very strongly and for the Office of Education to concentrate on 
the fields where we do not have a strong and effective competence, 
and in the meantime keep in close touch with them.

TOTAL IN ST ITUT ES  IN  UPGRADING PROGRAM

Senator Allott. Well now, how many institutes , for example, did 
you hold last year for the upgrading of secondary teachers, and how 
many do you have planned for this summer?

Mr. Waterman. Dr. Dees.
Mr. Dees. The number in the summer of 1960, Senator, was a total 

of 341 summer institutes. This summer we will have approximately 
348. This was the number as this partic ular  document went to press.

Senator Allott. Will you repeat those again ?
Mr. Dees. Yes.
Three hundred  and forty-one institutes.
Senator Allott. Where did you find th at on your page here?
Mr. Dees. On page 243. It  is about the ninth line from the bottom, 

the total number of insti tutes line.
The second line in the table, at the bottom of the page.
Senator Allott. All right. The to tal number of institutes in 1960, 

341; in 1961,348; and 1962,348.
Mr. Dees. Tha t is right.
Senator Allott. Now’ the total number partic ipating is in the 

neighborhood of 18,000.
Mr. Waterman. Tha t is right.

COST PER IND IVIDUAL PARTICIPANT

Senator Allott. And the average individual  partic ipation cost is 
about $1,100 in round figures. Now this 17,000, almost 18,000 parti c­
ipants, this is the number who part icipa ted out of, say an average of, 
160,000 people?

Mr. Dees. This number is going up, of course.
Mr. Waterman. About 11 percent.
Senator Allott. Which is going up all the time, and is about 11 percent.
Now, what does this mean here? And the percentage I see below 

tha t, a little  over 11 percent.
METHOD OF SELECTING PARTICI PANTS

Now this  question occurs because I have had called to my attention, 
not with relation  to your program, but with relation to the NDEA 
program, I have had several letters from people who are jus t burning,
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and I mean b urning , to upgrade themselves in var ious area s and  who 
cannot get  access, fo r one reason or  oth er,  to the  NDEA  ins titu tes . 
Now will you expla in to me, fo r th e re cord, how people a re selected fo r 
these, wh at per cen tage you are  una ble  to accept—I  do no t wa nt  the  
exact percen tages, bu t rou gh  figure s will  do fo r thi s—so th at  we will  
know whe re we a re  on it  ?

Mr.  W aterman . Dr . Dees, could you ans wer ?
Dr . Dees. F ir st  of all,  Senator , it  sho uld  be made cle ar th at  the  

opera tion of  th is  prog ram  is by means of  gr an ts  to un ive rsi ties and 
colleges  which  means th at  t he  Fo un da tio n supplie s to the insti tu tio n 
of high er  educat ion  t he money  necessary to run t he  p rogram , p lus the  
fund s which  are given to  th e teachers . Th e policy of  th e Fo un da tio n 
has  been to set certa in gen era l guidel ines which are  ra th er  gen era l 
an d whi ch have  been worked out  w ith  th e academic com munity  on the  
bas is of  which the  propo sals f or  these ins titutes  are  su bm itte d. When 
the gr an ts  a re  made, t he  choice as betw een those  who ap ply is m ade  by 
a com mit tee th at  is on the  local  cam pus  where the insti tu te  is to  be 
held.

Se na tor  A llott. All  rig ht . So the admission  of  tea che rs to your 
in sti tu te  is co ntrolle d by  the local un ive rsi ty o r college ?

Mr.  D ees. Quite  so.
Se na tor A llott. Al l rig ht .

APPLICATIONS AND REJ ECTIONS

Mr. D ees . Th ere  a re a few gen era l guidel ines w hich, as I  say, have 
been  agree d to in var iou s mee ting s th at  we hav e held aro un d over 
the c ou ntr y o f the d irecto rs o f these ins titu tes .

Now in the  sum mer of 1960, fo r the  341 insti tu tes th at we were 
re fe rr in g to a few minutes ago, my reco llec tion  is th at  more  than  
150,000 appli cat ion s were sub mi tted to these  ins titu tes . But  t his , of 
course , rep resented a numb er of  peop le who ap ply to more th an  one.

An d, again  es tim ati ng  th e t ota l num ber  of  se pa ra te i nd ivi duals  who  
ap pli ed , one comes up  wi th  a figu re of ap prox im ate ly 50,000, which 
means th at  more th an  tw o- thi rds of those who ap pli ed  had to  be 
reject ed  or  declined because there were, as you  n ote,  so methin g under 
18,000 spaces.

Thi s summer , prel im inary da ta  show th at  we h ave  h ad , altogether,  
over 200,000 ap pli ca tio ns , an d it  is est imated th at some 60,000 people 
ap pli ed  fo r som eth ing  like 18,000 spaces in sum mer insti tut es  f or  th is 
summer .

There for e, it  is easy to see why a lot  of  people are dis appointed— 
because th ere  ju st are  no t en oug h spaces.

BA SIS  OF SELECTION S

Se na tor  Allott. Now let  me go a lit tle bi t fu rthe r. You  have 
exp lain ed,  Dr . Dees, th at  these are con trolled  b y the local unive rsi ties 
or  colleges. How, wi thi n your  guid elines, are  these peop le selected? 
Ar e th ey selected upon the b asis of acade mic  grades or are they  selec ted 
pr im ar ily  upo n the basi s of  recommen dations  th at accompany th ei r 
appli cat ion s?

Mr. Dees. Bo th  fac tor s, of  course, are  tak en into account. I t  
shou ld be m ent ioned th at  th ere  are several  d iffere nt types of insti tut es  
th at  are  su pp orted  eac h sum mer.
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Some are  fo r very hig hly  tra ined  teache rs who are  leaders among  
th ei r gro up, and we somet imes call these ins titu tes  in special  topics. 
They ca rry  wTell -train ed  te ach ers  to a po int where they can  e xert th ei r 
lea dersh ip and pull the  field fo rw ard somewh at be tte r. A major ity  
of the insti tu tes  are  fo r tea chers  w ho fo r one reason  or  a no ther  need, 
bad ly, ad dit ion al tra in in g in one or anoth er of  the fields of  science, 
eit he r because they have been ou t o f school too lon g and  have become 
less u p to d ate th an  they  sh ould be, or because they never had adequa te 
trai ni ng  in the fi rst place.

Now in th is la tter  typ e of  insti tu te , one wou ld in gen era l look for 
the typ e of  person who, I  l ike  t o say,  has  a lar ge  amo unt o f undeve l­
oped p oten tia l—who, as is shown fro m his  grades, h as done  good work 
in some fields bu t has  not necessarily had  the  op po rtu ni ty  to obtain  
the trai ni ng  in, let  us say,  chem istry or mathematics , in the  fields 
in whi ch he is t eac hing, th at  he  needs in orde r to do an ade qua te job  
in  th is kind  of  inst ruc tion.

BASIC GUIDEL INES

Now the  basic guidelines , the ref ore, th at  have  been worked  out------Se na tor  Allott. By  you ?
Mr. Dees . Jo in tly . I  wa nt  to make  it  c lear th at  we hav e no t laid  

dow n from Wash ing ton  to the ins titut ion s the spec ifica tions  as to 
where  and when the y will and will  n ot acce pt a student.  In  t he  f irst 
place, every one of  these ins titut ion s is auto nom ous  in its  own righ t 
and  would no t acce pt a stu de nt  chosen th roug h ar bi trar y rule s th at  
we might  set up.  But  the y are  perfe ctly wi lling  to work with us, 
and th ei r own colleagues,  the directors  of  othe r ins titu tes , in tryi ng  
to  come at th is problem fro m a reasonable,  ra tio na l, and  consist ent  
po in t of  v iew in terms  o f th ei r own ins tituti ons. Many of  these pr o­
gra ms , yo u see, offer cre dit , and an insti tu tio n,  th ere for e, enrolls these 
people as stud ents. They cannot,  the ref ore, waive thei r usual rules in ad mi tting  ind ividuals  as s tude nts.

W ha t th e Foundation has  said, the refore , in gene ral is:
I he job of  choo sing  these ind ivid ual  a pp lic an ts is up to you in te rms 

of  the. t ype of  ins tru ction , the  typ e of insti tut e, th at  you have  set up.  
Cle arly , if  you have set up  an insti tu te , which is in effect going to 
give ind ividuals  who have had lit tle  or no trai ni ng  in physics  at  t he  
college level th at  kin d of  tra in ing which the y need,  it would make no 
sense to  take  a man  who is close to  his Ph . D. in physics as a par tic ip an t 
in th at  ins titute . W ha t you should do, the ref ore, is to  take a look 
at the  tota l ran ge  of app lications th at  you receive and  the  50 people 
th at  you choose should  be fitted—as neatl y and as homo geneously  as 
possible—into  the pla n th at  you have s ubm itte d and the pla n t ha t you 
prop ose to  fo llow  throu gh  on f or  th is pa rt icul ar  ins titu te.

Mr.  W aterman. You understand the  F ou nd at ion’s role  is ma kin g a 
selection of pro posals from  the  colleges and  universities, to set up in­
stit ute s. We jud ge  these  in terms  of the  competence of th ei r staff , 
the  soun dness of  the ir  p lan  and th ei r experien ce in dealing  w ith  th ese 
matters.

Se na tor Allott. Yes.
Now would I be corr ect in th is assum ption—and I do not  care  who 

answers thi s—t ha t the  person you would select, for exam ple, fo r a fel ­
low ship  should not be judged , and  would ro t be jud ged, by the  same
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sta nd ards  as the  people th at  you  select  fo r up gr ad ing ou r secondary  
edu cat ion al teac hers?

Mr. Dees . That  is a pe rfe ctl y va lid  assu mption . I sho uld  say th at  
we do have one small fellowship prog ram fo r seco ndary school  t each ­
ers. Bu t it  is sep ara te from the fel low ship program  fo r predoc tora l 
cand ida tes  who are imm edia tely  gr ad ua tin g from  colleges wi th bac ­
cal aurea te degrees. And 1 th ink it is no t an invidio us sta teme nt  to 
say  th at , in gen era l, those  who are  g oin g ahead wi th docto ral  t ra in in g 
are , in terms  o f thei r sc ientif ic abil ity , somewha t higher on an ab solute  
scale  than  the  teache rs who ap ply in the prog ram  we re fe r to as the 
gr ad ua te  fel low ship pro gra m.

Se na tor  Allott. Now  you get to the nu b o f the proposi tion, which is 
th at  the  peop le th at  you are reall y tryin g to assist by yo ur  general  
overa ll prog ram  to become No. 1 resear che rs and scient ists  are  not 
necessar ily, and do no t necessarily  fo llow  the same educational r equir e­
ments  as  the peop le who wou ld pa rti cipa te  in  th is pa rt icul ar  pr og ram .

Mr. Dees. Quite  so.
Mr.  W aterman. That  is c orrect.
Se na tor  Allott. An d you are  at tem pt in g to hold th is to the up ­

gr ad ing of  teac hers in the  sc ientific areas so th at  they  may  more ade­
quate ly and more com petentl y in str uc t an d mo tivate  th ei r own stu­
dents  in this  area.

Now I would like  to ask a que stio n before  I yie ld to  Se na tor  
Sch oep pel , who I  am sure  has  some ques tions.

GRANTS TO ORGAN IZATIONS, ASSOC IAT ION S, OR CORPORATIONS

W ha t gr an ts  hav e been made  to outside  organiz ations, or associa­
tions, or  co rpo rat ion s? W ha t is your  general  policy wi th respec t to 
th is,  wi th respec t to the  basic research aside fro m the  colleges and 
unive rsi ties of  th is c ountr y ?

I am not  int ere ste d in  the  specifics, Docto r, as much as I  am in 
yo ur  gene ral policy.

Mr.  W aterman. Yes.
Se na tor  Allott. I f  you have  a place in yo ur  book I can re fe r to I 

wou ld be i nte res ted  in t ha t.
Mr.  W aterman. In  ap pendix B.
In  the  firs t place, we do make  gr an ts  and contr act s fo r ce rta in  

serv ice fun ctions like  studie s of wh at sho uld  be done  in certa in pro ­
gram s, and oth er th ings  such as conduct ing  surveys.  Tha t is no t fo r 
the con duc t of  research in the  scient ific sense. Gener ally spe aking, 
ou r rese arch gr an ts  go to an insti tut ion , usua lly  a un ivers ity  or col­
lege,  fo r a pa rt ic ul ar  scientific  pro blem which  has been pro posed  
by some of  thei r members.  The pro posal conta ins  a sta tem ent fro m 
the man in cha rge  of  the inv est iga tion, or  his  grou p, ou tlinin g the  
scien tific  problem  he wa nts  to do, st at in g wh at  th ei r experience is, 
how he prop oses  to un de rta ke  the  problem, and his  requirement s in 
th e way of manpower an d equip me nt to ge t the  job  done.

Th is then  comes to  us with  the  end orsement  of  his  insti tu tio n,  
an d then we jud ge  these on the basi s of the pro mise and  significance 
of  the  work. Only abo ut on e-t hir d of the  gr an ts  th at  come to us in 
th a t for m are  made. That is the  general  form  of  the  gr an ts  we 
make fo r research .
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Se na tor  Allott. I have  scanne d very  has tily the  p ro jec ts under ap ­
pend ix B and  I find none  to any pr iva te corpo rat ion  or  association. 
These are  all to uni ver sit ies  of  eit he r of these  State s or  foreign gov ­
ernme nts—uni ver sit ies  or colleges.

CALIF OR NIA  GROUPS

Mr. W aterman . No—f or  example, the re are  insti tu tio ns  o the r t ha n 
colleges in Ca lifornia , you see at  th e b ottom of the  f irs t pag e of the  t a ­
ble, In st itu te  fo r Med ical  Res earc h and  Ka ise r Fo un da tio n Researc h 
Insit ut ion.  They are  pr ivate ins titut ion s fo r rese arch to whom we 
make research  gr an ts  as well as colleges and uni ver siti es.

UN TA PP ED  SOURCE OF SC IENT IFIC  AB ILITY

Sena tor  Allott. One  of the reasons I  ask th is questions is it has 
come to my att en tio n, and  I  can quote  a specific  example in my own 
State , and  h as come to my att en tio n from othe r places, too, to the  ex ­
te nt  th at  I  am convinced th at  there  is a grea t u ntap pe d source  of s cien­
tific. a bil ity  a vai lab le in th is  c oun try which is sit tin g,  l ite ra lly  sit tin g.  
I  would like  to know  if  you r policy the n general ly—well, Lowe ll Ob ­
servatory, under A rizo na.

Is  th at  the K it t Pe ak  ?
Mr. W aterman . No. Lowel l Ob ser vatory is at  Fla gstaf f, Ar iz.  

Th at  is a s epara te o rga niz ation .
Se na tor  Allott. W ha t k ind  of an organiz ation  is t ha t?
Mr. W aterman . Th at  is a reg ular  ast ronomical  obs ervato ry, one 

which has  had a very dis tinguished his tor y. I t  does research in 
astronomy.

Sena tor  Allott. I  mean, is it  a p ar t o f the S ta te,  or p ar t o f ------
Mr. W aterman . No, this  is a priv ately en dowed ins tituti on .

GROUP IN  COLORADO UN IV ER SITY

Senator  Allott. I  do not like  to do thi s, bu t I  want to give you a 
specific example of a gr oup of s cientis ts in  p hysics,  ch emistry and elec­
tronics at  th e U nive rsi ty  of  Colorado w ho have set themselves up  in a 
pr iva te  co rpo rat ion , n ot as a normal  money making t hi ng  bu t the  U ni ­
versi ty of  C olorado  has  not only  assented  to  this , bu t encourag ed it  as 
a means of widenin g the scope o f i ts scientific  people, and  also to some 
exten t he lping the ir income.

And th is  p olicy is accepted at the  ACC by the  U nive rsi ty  of Colo ­
rad o and  enc ouraged. And  the y hav e att em pte d, and  have lit eral ly , 
I  must say with my help , beaten  on the  doors of  a lmost eve ry Go vern­
ment agency tha t you can imag ine fo r 3 or  4 years  now in an at tempt  to 
pu t thei r scien tific know-how to work . Th is is h eaded by, no less, at  
leas t a pa rt  of th is  scheme is, a man bv the  name  of Geo rge Gamow, 
whom I  am sure  you both know well, a ve ry pro minent Japane se  p hy s­
icist  who I  am sur e could go ou t wi th any pr ivate corpo rat ion  in the 
Un ite d State s and  tri pl e his  sa lar y tom orrow—eit he r one of these  
men—a nd man y ot her prom ine nt people.
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Now what is the answer in the terms of your basic mission in this 
field, and with which I  am completely in sympathy, the idea and con­
cept of basic research? What is the answer, Dr. Waterman, to 
such groups as this? Now I hate  to use this  single observer, because 
it bothers my own State and University and it involves specific people. 
But T must say that this has come to my attention, and in my work 
in the Senate similar situations have come to my attention , over and 
over again.

And the use tha t these people get, and others get, when they go to 
specific companies who are working in this area, ask “Why should we 
work with you because to t ha t extent we deplete our own Government 
contracts, to put  it bluntly, and to tha t extent we detract from our 
own reputation in the field.”

W AS TE D SC IE N T IF IC  M AN PO W ER

And yet if a survey could be made of this area I am confident and 
T am really confident, tha t there is a great  wealth of scientific capa­
bility in this country today, when we are supposed to be screaming 
for scientists, that is going to waste, because there simply is no place 
for them to go.

And I am sure, Dr. Bronk, for the record, you would not ques­
tion the great scientific ability of George Gamow.

Mr. Bronk . Certainly  not.
Mr. W aterman. I think the answer is very simple, Senator Allott. 

We do give grants in this way. For example, perhaps the clearest 
indication is in the case of biological field stations which often are 
separate entities, where they do excellent research in biology and also 
marine biological stations.

Actually, in a case like this, all th at needs to be done is to have the 
individuals, or groups, come to us with some application, and we will 
evaluate it along with others in the same field and do the best we can. 
These all have to qualify under pretty high selection rules because 
our money does not go very far.

But it depends upon the quality of the work they to. One o ther 
thing-----

Senator Allott. Ju st to get at that , you never know the quality 
of the work they do until they have done it ?

Mr. Waterman. You know the qualitv of the men.
Senator Allott. You know the quality of the men and that is as 

far  as you can go.
Mr. Waterman. Well, it is judged in several ways. Tn the first 

place, there is the experience and the competence of the men. Now 
in the case of George Gamow there is no hesitation about his com­
petence. The second is the problem he proposes to do, and the sig­
nificance of that problem. Also, the staff he has with him. And, also, 
as judged by others  in the same field who are also highly competent, 
whether the approach which is contemplated seems to be suitable and 
feasible.

Now in the case of Gamow's proposals, of course his great experi­
ence and distinction would count very heavily.
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APPLIED  RESE ARCH

I  sho uld  make one more sta tem ent  about thi s. The gro ups which 
have  an ind epe ndent  exis tence like  th is  quite often are  concerned 
with appli ed  research, a nd  th at  of  course we g enera lly  do not  do. Ou r 
miss ion is basic  research.  But  any p roposa l fro m a grou p of thi s kin d 
would certa inly be given caref ul att ention, if  it  were  basic rese arch 
and  i f it competed su ccessful ly w ith  others.

Se na tor Allott. Well, now, we get  to an othe r question. Now T)r. 
Bur kh ar dt  has  so rt of hea ded  up thi s pa rt icul ar  grou p at  the  un i­
versi ty,  who throug h some conside rable lon g asso ciat ion I have the  
grea tes t perso nal  conf idence in, and  I  think  he is in t he  same ca tegory , 
he could quit  the  un ive rsi ty and double  and  tr ip le  his sa lar y overn igh t 
bu t he is d edicated to the  job he is doing , as are all of  these men.

ADVISORY FU NC TION

Now isn ’t it  the  fun ction  of the  Na tio na l Science Fo un da tio n, to 
some extent , to ind ica te the  gene ral areas of basic researc h which are  
mos t advisable , and  these peop le would be quali fied—not these specific 
people bu t oth ers  wou ld be qual ified—to go into th is gen era l basic 
area of res earc h ?

Mr.  W aterman. Tha t is a somewhat com plic ated ques tion,  Sena tor  
Al lot t, because  in the  field of basic  rese arch a high ly  com petent per ­
son like  George Gam ow would know where he can best  tu rn  up  a 
problem  which to him  is sign ificant,  in which he sees promise of suc­
cess, tha n anyone  else. An d if  he finds  such  an area the  chances are 
it i s an impo rta nt  one.

From  our sta nd po in t i n the  F ou nd ati on , we have  to  exercise care in 
pro cla iming  to scient ists  wh at are  the  im po rta nt  area s, because the  
best  scient ists  know wh at they are. When they  meet  tog eth er as a 
gro up, as in ou r adv iso ry panels,  they  are  very well awa re of  the  
most im po rta nt  a reas , in the  sense o f where to make  the  best pro gre ss 
in science. Th us  in the first  ins tance we tu rn  to the  scie ntis ts of  the  
cou ntry to  ge t th ei r ideas—this is a gr ea t s tre ng th  o f a democracy—we 
get  the  ideas from the peop le who are  most ex pe rt and  skil led.  An d 
supe rimposed on th at  we do have  to tak e int o account and  emphasi ze 
areas which we may  ide nti fy  as be ing  cri tic al for the  moment and  
where more  work should  be done, or  are as which have a general  na­
tional  sign ificance.

Se na tor  Allott. N ow  is the re any reason why these are as should 
not  be  disc losed to  outsid e sc ientists ?

Mr. W aterman. Oh, they are. We  ta lk  inf orma lly  wi th scient ists  
all the tim e, get th ei r ideas , and suggest to them  various problem s, 
and  the y sug ges t them  to us. We  gen era lly  do not make  a point of 
ann ouncing these  because it is be tte r to get the  sc ient ists who are most 
knowledgeable  inte res ted  in doing  this . They are  the  ones who are  
going  to  make the most pro gress af te r a ll. Wh en we do iden tif y such 
an area, we very commonly adopt the  expedie nt of ca llin g a confe r­
ence on the  subjec t so th at  a ll in the  field will know  t ha t th is deserves 
specia l att en tio n,  and  the  repo rt of the conferen ce will be dissemi­
na ted  to all scie ntis ts, a id  they  will the reb y get  th is  infor ma tio n.
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ADVANTAGE OF UNIVE RSITY  RESEARCH

I  m ight  add the re is one oth er advanta ge  in the  college  and  un i­
versi ty plan  over a pr iva te group which is only doing  researc h. I 
do not say  thi s is an ov err idi ng  conside ration. Bu t when one sup­
po rts basic research  in univer siti es,  one t ra ins stu dents , gr ad ua te  stu- 
ents . Th is  we need very much to do to keep the supp ly of fully  
tra ined  scie ntis ts coming along. Generally  speak ing  the pr ivate re­
search g roup  w hich  conce ntra tes  only on researc h will be good fo r ge t­
ting  rese arch results , bu t does no t have the  advanta ge  of  th is tr ai n ­
ing —

Se na tor  Allott. Th is wou ld no t be t rue wi th a grou p such as t his , 
and there are oth ers  in the coun try  who are  closely associated with  
the  universit ies .

Mr . W aterman. Not if  it is associated  wi th  the un ive rsi ty,  th at  is 
quite  corr ect,  yes.

Se na tor  Allott. An d ac tin g in coo peratio n and wi th the  consent 
of th e univer sity .

Mr . W aterman. Th at  is rig ht .
Se na tor  A llott. I am sure if  th ere  were 198 ot he r Senator s si tti ng  

here and  all of them wou ld have a sim ila r sit ua tio n the y would want 
to  ask ques tions  abo ut. An d, as I say, I ha te to ask  ques tions about 
th is one pa rti cu la r, but I  know, as I said before , T am confident,  t ha t 
there is in  this  co untry , when  we say we have  a  cryin g, almost scream ­
ing need, fo r scie ntis ts and  scientific  r esearch, a ter rif ic wea lth of  sci­
entif ic ab ili ty  which is no t being  utilized . An d I  o nly  use t hi s specific 
example because  I  hav e no oth er way o f e mp has izing a t th is t ime t his  
po int , which I th in k is so important.

Mr. W aterman. I  wou ld agre e wi th you, and th is is borne out by 
the figures we gave you, th at  only  about one-t hir d of  the  gr an ts  t hat  
come to us can be su pported.

H IG H ALTITUDE OBSERVATORY

By  the way , it  occu rs to me, Se na tor Allo tt,  in your St ate we are  
now su pp or tin g wo rk at the  high  al tit ud e observatory  which is as­
socia ted wi th the  U nive rsi ty  of  Colorado.

Se na tor  Allott. An d which will  soon be merged with the atm os­
pheric research.

Mr. W aterman. Bu t in the  pa st  th is was a gro up  such  as you  
spe ak of, and we have been s up po rti ng  them.

Sena tor  Allott. I th ink the Se na tor from Kansas probably hap 
some ques tions at  t hi s point. I  wil l yie ld to  him.

SERVICE TO GOVERNMENT BY TRA INEES

Se na tor Schoeppel. Th an k you , Se na tor Al lot t.
I  wa nt to say  to you, Doctor, th is is mv firs t experience on thi s 

subc omm ittee , and when I look ove r th is  voluminous document  here,  
your  rep or t an d your accounting and  things, I  am amazed at  the  ex­
tent. to whi ch you men in th is Fo un da tio n gro up  here have  to in ­
dulge yourselves.  I wan t to ask you a few preli mi na ry  ques tions  
th at  may seem ra th er  s imple and maybe academic to you.

In  lis ten ing here,  and in going  ove r and  try in g to  fam iliari ze  my­
self  wi th the work and  responsi bil ity  th at  you are pe rfo rm ing in pre-
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pa ring  th is  request, th is thou gh t occurre d to me, does ou r Govern­
me nt have a call on these peop les’ services who have been the  rec ipi ­
ents of these funds in var ious and sundry ac tiv itie s th at  may  be 
sore ly needed?

Mr. W aterman. No, s ir.
Se na tor Schoeppel . In  o ther  words , a ll we can  expect of  th is gro up 

th at  we have assisted  here in var iou s and sund ry  ways goes into the  
general  knowledgeable pool  o f scient ific tra in ed  people wi th  t he  hope  
and exp ect ation th at  the y wil l ren der and  do th ei r bi t as they go 
th roug h whatever  thei r vocations migh t be in life af te rw ard?

Mr.  W aterman. Tha t is cor rec t. Th ei r career s may tak e them  
into gov ernment work in science, in indu str y,  or  in unive rsi ty re­
search, secondary school  tea ch ing -----

FREE SERVICES OF SC IEN TIS TS

Mr. Bronk. May I  amend  th at  a bi t because I  have  just come down, 
at qu ar te r to two t hi s mo rning , from a s tud y of desal ina tion of  w ate r 
whi ch the  N ational Aca dem y o f Science is c ar ry ing on at  Woods  Ho le 
at  the prese nt time fo r a p eriod  o f 4 weeks. For  some 16 years I  have  
been concerned wi th  the  explo rat ion  and stu dy  of var ious problem s 
of na tio na l importance to the  Na tion al Aca dem y of Science Research 
Council , and  du ring  th at  per iod  of time I  suppose the re were over 
15,000 to 20,000 scient ists  who have  served on all  sor ts of prob lems, 
stud ies , such as th is  on desalinat ion , th at  will  be followed  by a stu dy  
of  fire  co ntrol in forest s, and all sort s o f struc tur es . La st ye ar  we ha d 
a 5-week stu dy  of  problems on tra ns po rta tio n,  the  year  befo re th at  
on ma rit ime admin ist ra tio n prob lems, and several  y ear s on A ir  F orc e 
stud ies. I can th in k of  more  than  2,000 studie s of  v ario us sorts  th at  
we ha ve conducted,  a nd not  a singl e cen t of money has  ever  been  p aid 
by the  A cade my Res earc h Counc il fo r the services of any  one o f these 
people. So I th ink Dr . Wate rm an  is being too  modest in his  sta te­
ment as to wh at the  consequence of th is  tr ai ni ng  is. Because we are 
bu ild ing  up a g reat  pool of scientis ts, and the y serve o ur country  con­
tinu ously , ou r Gov ernment, both on reques t an d on initi ated  requ ests  
fo r advice, an d fo r no part  o f t hi s have the y ever received compensa­
tion othe r th an  f rom the ir  un ive rsi ties an d fro m th ei r industry.

But  they give the ir  time, usua lly  ta ki ng  it ou t of  vaca t ions and  week­
ends. Down at  2101 Co nstituti on  Avenue  there is ha rd ly  a Su nday  
you will no t find 50 or  60 people w orkin g the re  because th at  is the  only 
time you can ge t the m away from th ei r usual duties. So I th ink we 
do get a trem end ous amo unt  of service to ou r Governme nt, freely  
given , by thes e people  whom we hav e t rai ne d.

Se na tor  S choeppel . 1 hope you do not in fe r from my question th at  
these people h old  them selves aloof.

Mr. Bronk. I underst and the  question .
Se na tor  S choeppel . Hold themselves al oof on giv ing  f ree ly of th ei r 

gr ea t ta lent  an d b ack gro und a nd  edu cat ional qua lific ations in  a scienti ­
fic way. Because you  speak  abo ut one th in g th at  I  am very  much in­
terested in,  as we all are. I know  the  Pres iden t yeste rday pushed  a 
bu tto n to st ar t the opera tion of  a gr ea t pl an t down in Texas. As a 
member of  the  Na tion al W ater  Resources  C ommit tee we d id  have  the 
benefit  of  very fine tra ined  minds alo ng  th at  line, tryi ng  to break 
throug h on t his  ve ry im po rta nt  pro blem  of desalt ing  w ate r t ha t means
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so much  to  us n ot only  in thi s country b ut  th roug ho ut  the world  where 
we hav e thes e deficien t wa ter  areas.

I was ju st  wo ndering whether, when  we tra in  these people, offer 
tr ai ni ng  avenues and oppo rtu ni tie s and help to finance t hem , w het her  
any  prog ram is worked out  where we co uld call on some o f these peo­
ple  th at  show’ gr ea t proficiency. You hav e answered my question in 
rega rd  t o t ha t, Doctor.

Air . W aterman . We do the  same th ing,  Senator,  in ou r pro gra m.  
AVe have hundred s, th at  consult  in one wyay or  anoth er,  and the y are  
alw ays  very  fr ee  w ith  th ei r tim e.

COOPERATION OF INDU STRY

Se na tor Schoeppel. Now p ursu ing a l itt le  fur th er  th e m at te r Sena­
to r Al lott has men tioned, we have in th is country , un de r ou r tax  laws 
certa in exem ptions to those who contr ibu te to fel low ship programs. 
Do these pr ivate concerns or  co rpo rat ion s come to you  fre quently  and  
offer,  or do you cooperate w ith  them in developin g, sc ientif ic p rog ram s 
an d studie s along  any of  th ei r lines ?

Air. W aterman. Yes. When we have  pre ssing prob lems, when 
the y are  e ith er brou gh t to  us fro m someone else , or  whethe r we ini tia te 
them, w’e use the  hig hest competence and  coo peratio n we can get,  
wh eth er thi s is in indu str y,  universit ies , Government , or  any  oth er 
way.

GRANT S ABROAD

Se na tor  S choeppel. Now t ur ni ng  to  yo ur  re po rt.  I  know t hat  you 
hav e g rant s a nd  contr act s, b asic  researc h a nd  f ac ili tie s f or  the s up po rt 
of science gran ts,  fo r the su pp or t of scientific manpow’er and  fel low ­
ships  offe red in ma ny o f t he  foreig n nations  aro und the world.

Air. W aterman. AVe have  a lim ited number of  g ra nt s t hat  we make  
abroa d, and when  we do th at it  is because there  is som eth ing  unique  
abou t them. Now occasionally a m an on rese arch in th is country  has 
to go abroa d to ge t certa in inf orma tio n fo r his  research.  Th is wou ld 
be perm itte d. An d o ur  fel low ship a pp lic an ts m ay go ab roa d to  stu dy. 
Th is is thei r choice. The on ly requirement  is t hey  have to be accepted 
by the  insti tut ion  where  the y study.

Sena tor  Schoeppel. And  you dir ec t th at , do you not,  in the  in itial 
appro ach ?

Air. AVaterman. In  th e in itial  stage. Th is we app rove, when the  
or igina l prop osi tion comes to  us.

Senator  Schoeppel. Do we h ave,  in a corre spondin g way,  some of 
the  scientif ic-m inded p eople f rom  some of these fore ign  coun trie s com ­
ing  over to ou r coun try  und er any  of  your  p rog ram s, over  which you 
exert  some guidance, no t e xac tly con trolled  b ut certa inly guidan ce?

Air. W aterman . Yes, the  Na tio na l Aca dem y of Science-Research 
Counc il is the lea din g ins titute  in the  co un try  th at  does th is,  and we 
very o ften pro vid e fund s fo r th e A cademy t o do that . Dr . Br on k can 
speak to  th at  in some deta il.

Air. Bronk. Yes, the re are  such fel low ship pro grams. Also , in the  
case of the gr an ts  which are  mad e to  pro fes sor s in universit ies , the y 
very fre qu en tly  h ave  as  workers on the  p ro ject  which the y are un de r­
taking  p eop le who  come from othe r cou ntr ies  over  here fo r trai ni ng
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but who are also con tributing to the work which is supported by the 
Foundation, as assistant to the senior investigator.

TOTAL FE LL OWSH IP S FOR STUD Y ABROAD

Senator Sciioeppel. About how many fellowships and grants do 
you have at the present time in a number of these foreign countries, 
in the aggregate ?

Mr. Waterman . You mean fellows that  go abroad? Dr. Dees, will 
you give this information ?

Mr. Dees. In fiscal year 1960, which is the last  batch of data I have, 
Senator, out of a total of 3,701 fellows, in all programs, 185 studied 
overseas.

Senator Sciioeppel. Are presently studying overseas in 1960?
Mr. Dees. This was a group of people who probably would, in most 

cases, be completing their studies about now.
Senator Sciioeppel. Wha t grade, or what academic level, would 

they be ? Would they be the graduate students or-----
Mr. Dees. I can give you this in ca tegories: 23 of these 185 were 

graduate students, tha t is to say they were still working toward a 
doctorate in most cases; 79 were what we call postdoctoral students 
because they have just  completed, typica lly, when they receive one of 
these awards, a Ph. I), in this country; 57 were so-called senior pos t­
doctoral fellows, individuals who must have had, at the time they got 
the fellowship, their Ph. D. for at least 5 years;  and 26 were individ­
uals in a program tha t we refer to as the science faculty fellowship, 
which is a program for college teachers.

SELECTION PROCEDURE

Senator Sciioeppel. How do you choose those? Does tha t come 
via the institu tion in our country here through  your Foundat ion, or 
do you establish the criteria for  those people going abroad ?

Mr. Dees. All of these tha t I have just  referred  to are chosen 
through central channels tha t operate here in Washington, going over 
a complete dossier for each individua l applicant, including such 
things as transfers of his records, recommendation with respect to 
his abilities. And with respect to the gradua te students, they must 
also take a special graduate examination.

Senator Sciioeppel. In other words, you determine thei r profi­
ciency in every respect before you, or this par ticular group tha t super­
vises it, finally gives the OK, upon which you spend the  money?

Mr. Dees. Quite so. In  most of these programs the Academy o f 
Science serves as the evalutating body.

Senator Sciioeppel. Or clearinghouse, so to speak ?
Mr. Dees. In a sense.
Senator Sciioeppel. Evaluat ion and clearing them ?
Mr. Dees. That is to say, they take these applications, they assem­

ble a panel for each field, as a rule, of eminent scientists, and the more 
eminent the  applicant the more eminent the group of panelists. You 
can easily see it is somewhat easier to screen a man who is still a stu­
dent, than it is a peer, an individual who may be 20 years beyond his 
doctorate. So tha t the Academy of Scientists assemblies a group of 
carefully  chosen panelists. They then recommend to the Foundation,  
either in rank order or in some other fashion, the most able
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people as they have evaluated them on the basis of all of the evidence 
available. The Founda tion then, by law, is responsible for actually 
completing the evaluation process and making the awards.

In general, the question of whether a man is to study in thi s country 
or overseas is taken into account with respect to his ability only to 
the extent tha t if he makes an irrational choice, or a poor choice of 
where he wishes to study, clearly this reflects his ability. But the 
statu te itself specifies that an individual  under any one of these fellow­
ship programs may study at any appropria te nonprofit institution of 
higher  education in this country or any appropria te institution 
overseas.

Senator Sciioeppel. I note that  in practical ly every country you 
have, I presume, out of the number that  you have indicated here for 
the record, where they have been pursu ing some of thei r advanced 
studies.

Mr. D ees. Quite so. It  is a small percentage you will have noticed 
if you total them.

Senator Sciioeppel. Yes; I noticed that .

RESTORATION REQUEST

Now getting back to the practical side of this, I understand th at you 
have a request here for $27 million which was reduced by the House. 
And you desire that  we put tha t back in your appropria tion request?

Mr. Waterman. That is right.
Senator Sciioeppel. I take it you have covered tha t in your lette r 

to the chairman here and justification ?
Mr. Waterman. Yes.
Senator S ciioeppel. I just had the  opportunity  of seeing this for the  

first time this  morning.
I th ink those are all the questions I have.

University Nuclear Research F acilities

Senator Magnuson (presiding).  Dr. Waterman, getting back to the 
university nuclear research facilities, the proposed budget estimate 
for which was $6 million for fiscal 1962, did the House cut tha t 
amount ?

Mr. Waterman. They made an overall cut. They made no specific 
statement with respect to this  par ticu lar item.

But what we have done is gone through the budget and tried  to allo­
cate the cuts where they would seem the most reasonable to us to take 
into account.

Senator Allott. This would mean a $2 million cut in your alloca­
tion; would it not?

Senator Magnuson. Of the nuclear facilities?
Mr. W aterman. Yes.

University Computing F acil ities

Senator Magnuson. Now let’s take first the university computing 
facilities. What will the cut do to them ?

Mr. Waterman. This would be reduced from $4 to $3 million. That  
is a $1 million cut. On the university nuclear  research facilities, it will 
be a reduction of $2 million.

71036—61-----46
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Senator Magnuson. $2 million. You did write me a lette r on 
May 19 regarding  a letter  from the University of Washington, de par t­
ment of physics, in which you mentioned the accelerators. Is that  
included in this program ?

Mr. Waterman. Yes; it is.
Senator Magnuson. Tha t is included in th is program of which the 

Universities of Chicago, Iowa, Kansas, Kentucky, Minnesota, Michi­
gan State, Ohio, Pittsburgh, Stamfod, Viginia, and Yale have sot of 
qualified, let’s put it tha t way, in this part icul ar field, including the 
University of Washington?

Mr. Waterman. Yes.
Senator Magnuson. If  this cut remains it is my understanding 

then you will have to go back and eliminate some of these qualified 
people-----

Mr. Waterman. Tha t is correct.
Senator Magnuson. Who have gone to the time and trouble and 

maybe some expense in some cases, to get ready for the thing th at they 
thought  they could do.

Mr. Waterman. Tha t is correct.
Senator Magnuson. And the same situa tion will be true as to the 

computer program ?
Air. Waterman. The situation will be the same; yes.
Both of these are very heavily oversubscribed, so the selection is a 

difficult one to make at best.
Senator Magnuson. But what I am getting  at is there is no guess 

about the eligibility of  this thing in these places-----
Mr. Waterman. Tha t is correct.
Senator Magnuson. It  is well established, it is well needed.
Mr. Waterman. Yes, sir.
Senator Magnuson. And this is the sort of program we know we 

can go ahead with and get some results ?
Air. Waterman. Tha t is very true.
Senator Magnuson. Yes. I will put  the letter  in the record from 

the Director to me on this matter. I do not th ink we need to put the 
rest of th is in. I will submit to you for your office a lette r from the 
president of Washington State on the computer thing. You can have 
it for  your files.

Air. Waterman. Thank you very much.
(The letter  referred to follows:)

National Science Foundation,
Office of the Director, 

Washington, D.C., May 19,1961.Hon. Warren G. Magnuson,
V.S. Senate,
Washington, D.C.

My Dear Senator Magnuson: Thank you for  your let ter  of May 8, 1961, 
inquiring  abou t the sta tus  of the University of Wash ington’s requ est for  a 
National Science Foundation gra nt to ass ist in acqu iring  a  Van de Graa ff accel­
era tor  faci lity . Some progress pertin ent  to the univ ersi ty’s application has 
been made since our let ter  of March 27 on th is subject.

Fi rst  of all, you probably know th at  the amended budget for fiscal year 1962 
now before Congress requests $6 million for university nuclear research  fac ili­
ties, ra ther  than the  $2 million included in the  budget presented to Congress in 
Januar y. Also, sufficient progress has been made on the evaluation of the  Uni­
versity of Washington  proposal to know th at  it will be a wor thy competitor 
for the nuclear resea rch faci lity funds once these  funds become available to the Foundation.
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A number of othe r unive rsitie s are  proposing to acquire new acce lerato rs, in­
cluding the University  of Chicago, Sta te University of Iowa, Unive rsity  of Kan­
sas, University of Kentucky, University  of Minnesota, University  of Mississippi, 
Michigan Sta te Universi ty, Ohio Sta te Univers ity, Universty of Pittsburgh, 
Stan ford  University , University  of Virginia , and Yale University. It  will be 
possible to help certain of these universit ies get started on th e most merito rious 
acce lera tor projects  in fiscal year 1962. The number of projects supported will, 
of course, be determined largely by the amount appropria ted.

It  is not possible at  this  time to sta te where any one g rant  application stands 
with  respect to the others . Once funds are  available, we try  to make those 
gra nts  which are  in the best inte res ts of our Nation ’s science. Under the cir­
cumstances, you can understand  why we are  not able to give you at  this time 
an indication  of our final decision regarding the  University of Washington 
gra nt application . We will keep you informed concerning our progress in this 
matter .

Kindest personal rega rds.
Sincerely  yours,

Ala n T.  W aterma n, D ir ec to r.

Oceanog raphic  R ese arc h Vess els ano  F ac ilitie s

Se na tor Magnuson. Now you  have  how mucli  in her e for oceano­
grap hic research  vessels a nd facilit ies?

Mr . W aterman. The rese arch vessels and the  fac ili tie s fo r them 
were  ini tia lly  $8,500,000, a nd  the re now is a reduct ion  of $1,500,000 
and  it becomes $7 mil lion .

Sena tor  Magnuson. W ha t wi ll tha t do to th e two ships?
Mr. W aterman. Wel l t hi s is go ing  to be ve ry awkward .
Will  you speak to t ha t. D r. Robe rtson  ?
Mr. Robertson. We ll, $3.5 mill ion is inc luded in the  or igina l es ti­

ma te to make  it  possible to complete the  two large oceanographic  
vessels. I f  the  tot al is cut  by $1 mil lion , I  should th ink th at  the 
red uct ion  would have to  come out  of ou r planne d supp or t fo r shore 
fac ilit ies  ra th er  than out of  the ship  items.

I th ink we will be able to c arr y on our  ship prog ram .
Senator  Magnuson. I do not know, if  I  ha d to make a choice, 

ju st  wh at I  wou ld do in thi s case.
Mr. W aterman. The po int  is very cri tic al because  wh at good are  

the  sh ips  unless you can outfi t them a nd take  care of them?
Sena tor  Magnuson. I  have l isten ed to  a lo t o f repor ts a nd t est imony 

th at  the  shore fac ilit ies , and  le t’s tak e Jo hn s Ho pk ins , fo r example, 
over here  where the y are  up in an at tic  some place. I  do no t know 
how I  wou ld make a choice i f th is c ut  be made.

I t  would be most difficult.
Mr. Robertson. I t  is ex trem ely difficult.
Se na tor  M agnuson. You m ight  go to  the  s hip  h op ing  i n the  m ean ­

tim e the  shore fac ilit ies  will come alon g, because it  takes a lit tle  
lon ger  to finish  the ships . But  they  are  no t much good unless you 
have these shore facil ities.

Mr.  W aterman . Ce rta inl y not.  An d the rese arch which was done 
on th e sh ips  has t o be handled ashore.

“woods hole” sh ip

Se na tor  Magnuson. W ha t is the con struct ion  sta tus of  the  one we 
pu t in las t year?

Mr. W aterman . Dr.  Rober tson.
Air. Robertson. The  Woo ds Hole  sh ip,  the firs t ship  fo r which init ial  

funds were ap prop ria ted in fiscal ye ar  1960, has  been completely
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designed, and they are in the process of opening and analyzing the 
bids. So it should be completed in about 1 year.

Senator Magnuson. All right, thank you. I just wanted to get tha t 
information.

Senator Allott. Mr. Chairman, at tha t point, as long as we are 
going through these, could we get a brief rundown on the status on 
your Antarc tic program ?

Antarctic P rogram

Mr. Waterman. The Antarc tic program. We had requested $6.5 
million for that,  and this requires a cut of half  a million, making 
it $6 million.

Dr. Jones, will you speak of the effect of that?
Mr. J ones. The Antarctic program involves a “technique” of scien­

tific exploration, tha t is scientific research, in this area which in­
volves biology, geology, the nature of the underlying ground itself, 
and the ice; tryin g to relate it to the rest  of the ear th through studies, 
and at the  same time including studies of meteorology, and the upper 
atmosphere about it. The latter  because it is near the south geo­
magnetic pole of the earth.

H ouse R eduction

In the reduction from $6.5 to $6 million in this item, we analyzed 
the problem and felt the only area tha t we could drop was our plan 
to set up a radio propagation study station which was at the other end 
of the magnetic lines of force to the northeastern United States— 
an area where we do not presently have a station to make these studies. 
The half million was to make a star t on the  equipment for this con­
jugate point—communication type study which may be exceedingly 
important to us.

Senator Allott. Now your statement  says the temporary land 
based mobile research station to be located on Ellsworth Highland 
region of Antarctica. How far  are you in tha t project? 

E llsworth  H ighl an d Station

Mr. J ones. We have not started  on the Ellsworth High land sta­
tion.

Senator Allott. But this would provide funds for it?
Mr. J ones. This would provide funds to sta rt on this mobile type 

structure. It  is so far away we do not want to build an ordinary 
station, we want to do it in a specially designed way so it can be done 
quickly. It  is 1,700 miles out over the ice, and we would have to fly 
it out in big ski airplanes  to set it up.

Senator Allott. H ow much more would be involved in this pro­
gram?

Mr. Waterman. After it was set up ?
Senator Allott. Afte r this $6.5 million that  you wish?
Mr. Waterman. This is an annual cost, roughly speaking.
Senator Allott. This is an annual cost?
Mr. Waterman. Of tha t order of  magnitude.
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D issemina tion  of Scientific I nformation

Senator Aplott. Now  I would like to go into one area tha t you 
covered las t year considerably, jus t to  get a report on the advance in 
it, Doctor, which is the next item in your letter, which is the dissemi­
nation of scientific information.

According to your allocation you were out  $1,400,000, within the 
House recommended $27 million reduction. What have we done? I 
notice you have set up under the Agricu ltural Trade Development 
and Assistance Act programs in three countries for the use o f soft 
currencies, which are for the purpose of collecting, translating , and 
abstrac ting valuable foreign scientific and technical information.

The three countries are Israel, Poland, and Yugoslavia, two of 
which are Communist.

IIow has this progress gone on, and will you give us the rundown 
on that?

Mr. Waterman. Yes, the purpose here is by use of these currencies 
to take advantage of the fact tha t in these countries are competent 
scientists who can translate foreign languages into English for us. 
Will you expand on this, Dr. Adkinson?

translating  activities in  foreign countries

Mr. Adkinson. In all three of these countries the nations involved, 
the governments involved, have set up separate organizations to han­
dle the work. The way this  is developed is tha t scientists within the 
Federal Government here in the United States select those items which 
they feel they need translated, and these are then consolidated from the 
various agencies of the Government, priorities are set by an interde­
partmental committee, and then these requests a re sent to these coun­
tries. In addition, from Poland, the scientists in Poland have sug­
gested ti tles where they thought there was some impor tant informa­
tion for the people in the United States. The same has been t rue of 
the scientists in Israel. Now these things are moving along quite 
rapidly .

Both countries are anxious to expand their  activity  because we have 
a large number of titles waiting  to be translated . And this is not ju st 
trans lating articles, it is translating  books and tran slating patents and 
trans lating abstracts. In Israe l the concentration has been on Rus­
sian material. In Poland it has been on the Polish material. In  
Yugoslavia we have been working on the Yugoslavian languages and 
they are willing to go into the other Eastern European languages, 
such as Czech, if we can continue these programs.

EFFECT OF HO USE REDUCTION

The $1 million cut  will result in three things. One, it will be a re­
duction of roughly 19,000 pages of translation of Russian material in 
Israel, 14,000 pages of material in Poland, and i t will mean the phas­
ing out of the Yugoslavia project which is not quite as effective as the 
others. I t is developing, and i t will mean we cannot explore the pos­
sibility of getting translations done in Ind ia and in Egypt.

Senator Ali.ott. At that  point, Doctor, may I ask this question, 
because a lot of people read this record, the pages tha t you have men­
tioned of translation do not represent the to tal amount of work done,
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bu t th is rep resent s the  rea ding  of  thousands , pe rhap s of  othe r docu­
men ts and pages, and  a  s if ting  out  o f the  final th ings  whi ch would be 
of  benefit fo r ou r scientis ts here  ? Is  this  a cor rec t sta tem ent ?

Mr. Adkinson. W ha t it means is th at  the  scienti st in th is cou ntry, 
wi th the coopera tion  th at  I  spoke about a mi nute ago,  has  gone 
throug h the ma ter ial  th at  is being produced in these countri es, such 
as Russia, and  selected the hig hest quality.

Se na tor  Allott. Yes, bu t ans wer my question if  you wil l, sir. I  
am tryi ng  to  h elp you. You have said  so m any  pag es fro m Isr ae l, so 
man y pag es fro m Yug oslavia, so many pages fro m Po lan d, and  you 
are  go ing  to  have an aw ful  time tryi ng  to  ju st ify th is many pages in 
terms  of  $1,400,000. I t rep res ents—and ans wer th is yes or no if  you 
wil l—a trem endous  amount of rea din g and  evalu ation  of oth er docu­
ments  in these  pa rti cu la r cou ntri es from which thes e specific pages 
which  you have m ent ioned a re th en selected b y our  scie ntis ts a nd tran s­
lat ed  in to E ng lish f or  Ame rican use  ?

PERCENTAGE OF RU SSIAN  WORKS BEIN G TRANSLATED

Mr.  Adkinson. The answer is “ Yes.” In  Russian,  fo r instance, we 
are  only  tran slat ing in the  to ta l pro gra m of  about 5 p erc ent of th ei r 
ou tp ut  into  Eng lish.

Se na tor  A llott. Tha t is th e quest ion I  wante d to get  in the  r ecord.
Mr.  W aterman. The answ er is “Yes.”
Se na tor  Allott. Mr.  Chairma n, I would like to go into anoth er 

m at te r on the  diss emination of  inform atio n.
An d I will have  to ask you this , Mr. Ch air ma n, more than  these 

gent lemen. How ever, on pag e 6 of your let ter , Dr . Wate rm an, in the  
th ird pa ragr ap h i t sa ys:

The fiscal ye ar 1962 budget  estimate  provides for  the appropriation of $2 mil­
lion to be made direc tly to the  Foundation for  the purpose of continuing the 
development of programs of thi s type.

Then i t goes on to  sa y:
The appropriat ion recommended by the House auth orizes the Foundation  to 

purchase  $1,600,000 in excess foreign currencies but  is not  adequ ate to provide  fund s for th is purpose.

PURC HA SE OF SOFT CURRENCIES

Now, Mr. Ch airma n, I  must confess ign orance  in thi s ma tte r. Is  
the re any  way th at  we can  avoid the  use of  American dollar s in the  
purchase of soft cur rencies, which are  ru nn ing out of our  ear s in al­
most  e very coun try  in th e world ? An d it  seems to me that  if an au­
tho riz ati on  could be mad e for this, I do no t know , fra nk ly, wh at  the  
lim ita tions  are,  bu t we have sof t cur rencies runn ing out of our ears 
and  yet we a pp ro pr ia te  Am eric an do lla rs to buy sof t currencies.

Sena tor  Magnuson. Well, when we speak  o f co un terpar t fun ds, we 
have  t hem  some places and some places we do not have  them.

Se na tor  A llott. I am sure  we have enough  of th is cur rency,  wh at­
ever the y call  it in Po lan d, and  undoubted ly with ou r relatio n with 
Yugos lavia and Israel  we m ust have  a lot of thei r currency. An d yet  
here  we are  ap pr op riat in g Am erican do lla rs to purchase these things. 
I do not  know, th is is a quest ion I  can not answ er-----

Sena tor  Magnuson. The  problem  is th at  the  coun ter pa rt fun ds  
came into being in th e soft c urre ncies in diff eren t places , th roug h dif -
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feren t agreements in different countries, and their use in different 
countries is entire ly limited in some cases, and in some cases it is not. 
Then the Sta te Department has also said that this is a situation where 
we should not use them, that these people, if they are going to do this 
work, should be given the money. We have to purchase their money 
and give them the dollars. This has been a matter  of nationa l policy. 
Because it is not the same all over. This is my unders tanding of it, 
tha t you can use it for some things in some places, and some places 
you cannot. There are limitations.

OPERATION OF PUB LIC  LAW  4 80

Mr. W aterman. This question has bothered us. Will you speak to 
this, Mr. Luton ?

Mr. Luton. Air. Chairman, the money that  is approp riated  to the 
Foundation in dollars goes primarily to purchase currencies that have 
already accumulated as surplus currencies in these foreign countries, 
and they have accumulated primar ily through the operations of the 
Commodity Credit Corporation. When we make these purchases-----

Senator Allott. Public Law 480.
Air. Luton. Yes, sir. When we make these purchases with dollars, 

these dollars go to  the Commodity Credit Corporation to reimburse 
them for excess foreign currencies that they have accumulated through 
the ir operations. This presumably reduces the number of dollars tha t 
the Commodity Credi t Corporation has to ask the Congress to appro­
priate.

Senator AIagnuson. But what is bothering me, tha t is the wav it  is 
supposed to work hut is that the way it does work ?

Air. Luton. Yes.
Senator AIagnuson. Does the CCC get the ir money ?
Air. Luton. Yes, sir.
Senator AIagnuson. There is no actual tr ansfer then. To make this 

simple, you take your money and you a rrange this with the country, 
and then you go down and give it to the  CCC, and tha t never leaves 
the country, does it ?

Air. Luton. The dollars do not leave this country.
Senator Allott. Tha t is all right then. If  it is not a purchase of 

the soft currencies on the market, but is only a purchase from the 
CCC. then we are in fact helping ourselves bv this. But if it is a 
question of going; out and purchasing on the world market foreign 
currencies, soft currencies, then we are really being taken for a sleigh 
ride.

Senator AIagnuson. Yes, but some places we do not have CCC 
credits.

Air. Luton. The foreign currencies tha t are involved in this pro­
gram are ones tha t have alreadv accumulated. They are surnlus. 
They have alreadv been accumulated through the operation of CCC. 
We arrange through  the Treasury Department to purchase them.

BOOKKEEPING  ITEM

Senator  AIagnuson. But am T correct in my understanding t hat  on 
counterpart funds, what we call counterpart funds, tha t they are ac­
cumulated under certain bilateral agreements, and that  each agree­
ment has  certain different limita tions on the use of those funds?
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Mr. L uton. That is right.
Senator  Magnuson. And one may not be the same as the other?
Mr. L uton. That is true.
Senator Magnuson. Actually in the next room in here they are in 

there right now in controversy over the use of American dollars to 
guarantee the purchase of American books under the information pro­
gram in certain areas, which guarantees the publishers of the books 
X number of volumes so they can go ahead—where we have counter­
par t funds.

Senator Allott. This question I raise is very akin to that.
Senator Magnuson. Yes.
Senator Schoeppel. I understand this is largely a bookkeeping item. 

Some of these counterpart funds are subject to agreements tha t we 
have entered into with the governments of the various countries. In 
some of these countries certain restrictions upon expenditures of those 
funds exist and we have to get their  approval ?

Senator Magnuson. Yes.

AGRE EMENTS TO US E FUN DS

Mr. Adkinson. Mr. Chairman,  could I add one thing? In all of 
the countries that  are mentioned here in th is part icular program we 
already have, or in the process of getting,  agreements with those 
countries to use these funds.

Senator Magnuson. You are talking  about countries where we 
have actually piled up a surplus?

Mr. Adkinson. Tha t is the only place where we are asking for 
funds, where we have the surplus, and where the countries have agreed 
we can use that surplus.

Mr. Schoen. This is only where we have excess funds.
Senator Magnuson. All right.
Senator Allott. I th ink this is a very vital program.
Senator Magnuson. Off the record.
(Discussion off the record.)

Lacy-Zaboubin Exchange Agreement

Senator Magnuson. Now there are some funds in here for the com­
pletion of the National Academy of Science-Russian Embassy ex­
change program. What is that?

Air. Waterman. This is the financing of the expenses connected 
with an exchange agreement for visiting  scientists between the Na­
tional Academy of Sciences and the Soviet Academy of Science.

Senator Magnuson. In other words, Dr. Bronk, do they have meet­
ings together, or do they exchange information, or just how does it 
work ?

Mr. Bronk. This is a p art  of the Lacy-Zaroubin exchange agree­
ment. Bill Lacey asked me to go over and negotiate with the Rus­
sians for the exchange. There are really very few scientists who have 
gone there, and come over here, under this agreement. I would say 
a total of perhaps 30 to 35 at the most.

The idea was to see whether we could find out, at a high level, the 
sort of thing  th at they were doing, both by being over there, and for 
having their  people over here. We have had one joint  conference
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tha t lasted for approximately 4 days in the field of radio astronomy. 
They sent over 7 or 8 of their people and there were about 15 U.S. 
regular astronomers, who met down at Green Bank for this period of 
4 or 5 days. But it is mostly people going from here to there for 
periods of 2 or 3 weeks for  discussion and trying to find out what is 
going on. But I think the significance of this is to see whether there  
are—you see in the case of the exchange between the United States 
and Britain,  the United  States and Sweden, we do not have any such 
agreement and people move naturally. But because of the barrie r we 
thought perhaps we could break it down somewhat.

Senator Magnuson. And you limit it to certain fields of science, 
and you figure, on the combination, you might get a breakthrough to 
a greater exchange ?

Mr. Bronk . They were spelled out by them and by us as to areas 
which we wanted to exchange.

Mr. Waterman. The Sta te Department  was very much in approval  
of this.

Mr. Bronk . It  was at the request of the State Department tha t it 
was done.

Kitt Peak  Project

Senator Allott. You spoke to me private ly, and I believe testified 
last year, about the project, which I believe is not classified, connected 
with Ki tt Peak. That is not classified any more ?

Air. Waterman. No.
Senator Allott. How is that  project coming?
Air. Waterman. It  is getting  a great deal of interest, and they are 

making quite a bi t of progress. This is the one on construction of a 
space telescope.

Senator Allott. Tha t is right.
Mr. Waterman. This is a long-range plan. It  is the astronomers’ 

best version of what they think will answer the most important, 
urgent questions the astronomers have by making observations com­
pletely outside the ear th’s atmosphere. And it is in complete coop­
eration with the Space Agency, NASA.

Senator Allott. And it  is going along, is it ?
Mr. Waterman. We are looking for a head, a director for tha t 

element of the program now. But they have been making very good 
progress. They have a lot of competence.

Senator Magnuson. All right,  Doctor, thank you very much, and 
we thank all you gentlemen.

Mr. Waterman. Thank  you.
Senator Magnuson. We will recess until 2 o ’clock this afternoon 

when we will hear the Renegotiation Board, the Securities and Ex­
change Commission, and National Capita l Housing Authority.

(Whereupon, at 11:55 a.m., a recess was taken until  2 p.m. o f the 
same day.)
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Afternoon Session—Thursday, J une 22, 1961 

SE C U R IT IE S  AN D EXCHANGE CO MMISSION

STATEMENTS OF W ILL IAM L. CARY, CHAIR MA N; J. ALLEN FREAR,
JR ., COMMISSIONER; ALLAN F. CONWILL, GEN ERA L COUNSEL;
WA LTER  P. NORTH, ASSISTANT GENERAL COUNSEL; MANU EL F.
COHEN, DIRECTOR, DIV ISION OF CORPORATION FIN AN CE ; PH IL IP
A. LOOMIS, JR ., DIRECTOR, DIV ISIO N OF TRADING  AND EX ­
CHANGES; W. ALLEN JOHNSON, ASSOCIATE DIRECTOR, DIV I­
SION OF CORPORATE REG ULA TION; AND FR AN K J. DONATY,
COMPTROLLER

Amendment and J ustification

Senator  Magnuson. Th e com mitt ee will come to o rder.
We ha ve the S ecu riti es an d Exchange Commission .
We will  pu t yo ur  le tte r in the  record  in fu ll,  an d the  j ust ific ation 

of  the propo sed  am end ment on sal arie s a nd  expenses.
(The  let ter and  just ifi ca tio n f ol low:)

Securities and Exchange Commission,
Washington , D.C., June  9,1961.

Hon. Warren G. Magnuson,
Chairman, Subcom mitte e in  Charge of the Ind epen dent  Offices Appropriation Bill, 

for  1962, U.S. Senate, Washington, D.C.
Dear Senator Magnuson : In reply to your le tte r of Jun e 2, 1961, the action  

take n by the  House on fund s for the Commission is acceptable as provided in 
H.R. 7445, the independent offices appropriat ion bill, 1962.

The Commission requests the opportuni ty to app ear  before your committee 
rega rding a proposed amendment to the appropriat ion  language which would 
perm it payment to experts  and consultants  at  a ra te  higher than the limitat ion 
contained in section 15 of the act of August 2, 1946 (5 U.S.C. 55a).  A copy of 
the proposed change and justification is attached.

Sincerely  yours,
William L. Cary, Cha irman.

Change Requested by the Securities and Exchange Commission in H.R. 7445 
as Approved by the House of Representatives on J une 7, 1961

“salaries and expenses

“For  necessary expenses, including uniforms or al lowances th erefor, as autho r­
ized by law (5 U.S.C. 2131), and services as authorized by section 15 of the  Act 
of August 2, 1946 ( 5 U.S.C. 55a) , at  rat es  f or indiv iduals not to exceed $100 per 
diem, $11,000,000.”

JUSTIFICATION

Occasionally, the  Commission ha s found  it  necessary to engage the services  of 
a consul tant who is a recognized exp ert  in his particular  field. In  certain 
instances,  experts  or consultants  have refused part- time or tempora ry employ­
ment with  the  Commission since they believe that  the  maximum sta tut ory rate 
of $60.80 is inadequate as compared to the ir minimum daily ra te  of approxi­
mately $100 per  day. As a resu lt, proceedings a re delayed while  time-consuming 
effor ts are  made to employ individuals  who will accept compensation at  the 
present daily rate.

Amount Requested

Se na tor  Magnuson. And  fo r the pur pose of  the  record , the  Com­
miss ion had in the  ap pr op ria tio ns  fo r 1961 $9,517,500. The budget 
fo r 1962 is $10,915,000, appro xim ate ly $1.4 mi llio n more.  An d the  
amended bud get  was $11,015,000, appro xim ate ly $100,000 more.
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The House  recom mended th at  $11 mil lion , and th is is plu s $1,482,- 

500 over 1961, but a reduct ion  of $15,000 from the  est imate  as 
ame nded, which 1 un derst and th at  you have no tes timony  on, but  
the one amend ment you are conc erned with here  is the  lim ita tio n on 
the  em ployme nt o f consultan ts.

Is  th at  corr ect , si r ?
Mr. Cary . Tha t is generally  correct.
Se na tor  Magnuson. We will  be gla d to hear fro m you on th at  

subject.
You have a very s ho rt st atement.
Mr. Cary . Yes.
I am W ill iam L. Cary,  of the  State  of  New Yo rk,  and I  appear 

as C ha irm an  of  the Secur itie s and E xchan ge Commission.
I sho uld  like  to int rod uce  my colleagues. I  th ink Se na tor  Fre ar  

is or  will  be here  in one moment. He  was here  a mom ent  ago.
Se na tor  Magnuson. I  wil l be gla d to  see him aga in.
Mr.  Cary . One of my colle ague s is on vac atio n, one is ill, and  an ­

othe r one is un fortu na tel y t ied  up  at  the  moment .
I also hav e beside me on the  r ig ht  members o f the  sta ff, the  directors  

of  th e div isio n and  head s o f offices.

H ouse Allowance

Th is indepe ndent  office’s ap prop ria tio ns  b ill fo r fiscal 1962, as you 
have ind ica ted , and as passed by the  House of Repre sen tatives , in­
cludes the amoun t of $11 mil lion  for the  Commission as compared 
wi th th is  request fo r $11,015,000.

Se na tor  Magnuson. Mr.  Ca ry,  t his  will give  you fo r th e reco rd, 153 
new jobs , o r a to tal  o f 1,188 in the  Commission  ?

Mr. Donaty . Tha t would be 153 pos itions ave rage employm ent.  
Th e to tal  n umber  of  posit ions would be a pprox im ate ly 164 gross.

Mr. Cary . Yes, it  would be in  th at  magni tude.
Now, as you ind ica ted  fu rthe r, th at  merely makes a difference  of 

$15,000. An d the  am ount of $11 mill ion is con side red the min imum 
acceptable  a pp ropr ia tio n for  fiscal 19(52.

Now, rea lly , we have only  two  poin ts, rel ati ve ly mino r in terms  of 
the  whole bud get , whi ch we would  like to br ing to yo ur  a ttention.

Se na tor  Magnuson. You know, you fello ws don’t always  wan t to 
come up here and say we are  ju st  g oin g to discuss the items th at  the 
House  cut  you out on, we may cut  you too.

Mr. Cary . I ful ly apprec iat e that , Se na tor  Magnuson, and  th at  is 
one of  the r easons I  wanted to  be sure  to be here.

Se na tor  Magnuson. You  may  proceed wi th yo ur  sta tem ent , then .
Mr. Cary . All  rig ht , sir.

EMPLOYMENT OF EXPERTS AND CONSULTANTS

The firs t problem  th at  I wanted to mentio n is th is emp loym ent and 
paym ent of  experts  and con sultants . As you know, section XV of 
Pu bl ic  Law 600 auth ori zes  the  head  of  an agency to  procu re tem porar y 
or  in term itt en t services of  exp erts  at  rat es  no t in  excess of  the  pe r 
diem equ ival ent  of the  hig hest ra te  pay able unde r the  Classification 
Ac t w hich  would be $60.80.
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An d now, I migh t say, ad ding  to thi s sta tem ent , th at  in it cent 
times we have  employed two experts , one a d ist ing uis hed law yer , who 
at  one time was Di rec tor  o f the Publi c Ut ili tie s Div ision of  the Secu ­
rit ies  and  Excha nge Comm ission some yea rs ago, and anoth er  a very  
successful businessman. We have in past tim es fou nd it necessary 
to engage  the  services of consult ants who are recognized  experts  in 
th ei r pa rt icul ar  fields. Fo r example, we have  eng aged a geologist. 
Em plo ym ent of an ac tua ry is a problem  we have  at  t he prese nt time, 
and  in one  oth er case we had to  have  a cement ex pert.

Now, in some in stances------
Se na tor  Magnuson. In  oth er words, the  type  of  expe rts  you have  

to get  is varied and  that  i t dep end s on the typ e o f t he  offe ring you are 
loo kin g at?

Mr.  Cary. Precise ly.
Se na tor  Magnuson. I t  may  be in the  chem ical  field,  where you 

would have  to have some one who knew som eth ing  about th at  par tic u­
la r field.

Air. Cary. That  is  ex act ly rig ht .
Se na tor  Magnuson. Or the minin g indu str y,  geologis t, thi ng s of 

th at  kind.
REQUEST FOR AMENDED LIMI TA TION

Mr.  Cary. So, as you say, we have a whole va rie ty  of typ es of ex­
perts . So when I mentio ned  the ac tua ry,  Se na tor Magnuson,  I  ha d 
in  mind the  problem s we will  encoun ter un de r the so-cal led variable  
an nu ity , which comes wi th in  our Investm en t Com pan y Act . An d 
act uar ies  d on’t come very cheap.

Und er  these circ umstan ces— and I th in k you hav e ind ica ted  your  
appre cia tion of the problem— our reques t is th at  the  ap prop ria tio n 
language be amended  to pe rm it the  max imu m paym ent of $100 pe r 
day to these expert s or consul tan ts.

Now, that  is our firs t r eque st.

ADDITIONAL SUPERGRADE POSIT ION S

The second problem th at  I wanted to raise wi th  you involves the  
acute need fo r more sup erg rad e pos itions th an  hav e been made av ail ­
able to  us by the  C ivi l Serv ice Comm ission .

I am subm itt ing wi th  thi s sta tem ent a lis tin g of the  sup erg rad e 
posi tions, whi ch are  pre sen tly  allo cated to  the Commission, and the  
pos itions for  which we are  most in need o f ad dit ion al sup ergrades.

In  s ummary, we ha ve 15 s uperg rad e posit ion s: 1, GS-18 ; 5, G S-1 7; 
and  9, GS-16. And of  these 15 pos itions, 2 are  assigned to  t he  field ; 
namely,  2 of  ou r regio nal  a dm ini strato rs.

Sena tor  Allott. W ha t are the salaries?  18 is w hat ?
Mr.  C ary. An  18 is $18,500.
Se na tor  A llott. An d 17 is what?
Mr. Cary. Seventeen  is $17,000— it  st ar ts  at  $16,530, and af te r a 

per iod  o f tim e i t moves up  to $17,570.
Sena tor  A llott. And 16 is what  ?
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Mr. Cary. Sixteen , s ir,  s ta rts at $15,255 and goes up  t o $16,295.
We  need , as I  say,  12 addit ion al sup erg rad e pos itions, th at  is, 4, 

GS -18;  2, GS -17;  and  6, GS-16.
Of the  12 ad dit ion al super gra des , 8 would be allo cated to  o ur  field  

offices; namely,  pr im ar ily , to ou r reg ional admi nis tra tor s.
Our  reques t fo r the  new or revised sup erg rad e positions are  for 

the  Com miss ion’s top  op erat ing officers. These  ind ivi duals  have  
broad and complex responsibil itie s to the  Commiss ion fo r the  ad ­
minist ra tio n and  en forc ement  of  the F edera l secu riti es laws.

LOSS OF COMPETENT PERSONNEL

In  rec ent  years, the Commiss ion has los t the  services of many of 
its  most compete nt caree r executives who have been lur ed  aw’ay be­
cause  of  subs tan tia lly  more  att ract ive  sa lar y offers in law or invest ­
ment firms. I t  is esse ntia l th at we re tai n the services of those in ­
divid ua ls with chara cte ris tics o f outs tan din g competence, p rofess ional 
att ainment, and  ex pe rt know ledge in th e field of  securi ties  and  finance.

As you know’, ou r s taff  is expected to deal  wi th well-qual ified , well- 
pa id  legal, accoun ting , financia l, and  engin eering staff s of pr ivate 
ind ust ry.

Of  equal importance  is the  fac t th at  the ad dit ion al sup erg rad es 
wou ld perm it a much needed ad jus tment of  g rade  s tru ctu re  fo r some 
of  our sub ord ina te professional  pos itions. Unquest ionably, thi s 
would  d irectly affect  o ur  a bil ity  to at tr ac t or  r etain personnel o f com­
petence.

In  summary, my fellow Commissioners  a nd I  feel str ongly  t hat  the 
addit ion al gra des reques ted are well warranted . We seek your  as­
sista nce in ob tai nin g thes e addit ion al supergr ade pos itions by an 
amendm ent to  ou r a pp ropr ia tio n l ang uag e.

Tha t concludes my s tate ment, s ir.
(The  complete  prep ared  sta tem ent of  Mr.  Ca ry fol low s:)

Sta te m ent of Ch a ir m a n  W il l ia m  L. Cary

Mr. Chai rman  and members of the committee, I am William L. Cary  of the  
State  of New York and I appe ar as Chairman of the Securi ties and Exchange 
Commission. My fellow Commissioners and I as well as our  sta ff apprec iate  th is 
opportunity of being here today with respe ct to the  appropriation  presently  
proposed for the  Commission for the fiscal year beginning next July 1.

The independent offices appropriation  bill for fiscal year  1962 as passed by 
the House of Representatives includes  the  amount of $11 million for the Com­
mission as compared with its  request of $11,015,000—a minor difference of 
$15,000. The amount of $11 million is considered the minimum acceptable 
appropr iation for fiscal 1962. The Commission has, however, two majo r prob­
lems which should be brought to  the  attent ion  of th is committee.

EMPLOY MEN T OF EXPE RTS OR CONSULTANTS

Our first  problem is the employment and paym ent of expe rts or consultan ts. 
As you know, section 15 of Public Law 600 authorize s the head of an agency 
to procu re tempora ry or inte rmitte nt services of exper ts or consulta nts at  rate s 
not in excess of the  per diem equivale nt of the  highest ra te  payab le under the 
Classification Act. Since the Commission is subject to the Classification Act, 
the maximum s tat uto ry  ra te is $60.80 per day.
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On occasion, the  Commission has found it  necessary to engage the  services 
of a consultant , who is a  recognized expert in his particular  field. For  example:  
a geologist, an actuary, or a cement expert. In cer tain  instances, exjier ts or 
consultan ts have refused part- time or temporary  employment with the  Com­
mission since they believe that  the prevailing ra te  of $60.80 is inadequa te as 
compared to their minimum daily rat e of approximately  $100 per day. As a 
resul t, invest igations or adm inis trat ive proceedings  are  sometimes delayed 
while time-consuming efforts  are  made to employ indiv idua ls who will accept 
compensation at  the present daily rate . Accordingly, the Commission requests 
that  its appropr iation language be amended to permit  maximum payment of 
$100 per day to expe rts or consultants.

SUPERGRADE POSIT ION S

Our othe r problem involves the acute need for more supergrade positions tha n 
have been made available to us by the  Civil Service Commission. I am sub­
mitt ing with  this sta tem ent  a listing of the  supe rgrade positions, which are 
presen tly alloca ted to the  Commission, and the positions for which we are  in 
most immediate need of additional supergrades.

In summary , we presently  have 15 supergrade posi tions: 1 GS-18, 5 GS-17, 
and 9 GS-16. Of the  15 positions, 2 positions are assigned to the  field. We 
need 12 addit ional supe rgrade pos itio ns; th at  is, 4 GS-18, 2 GS-17, and 6 GS-1G. 
Of the 12 additional sui>ergrades, 8 would be allocated to our field offices. Our 
request for the  new or revised supergrade positions are  for  the Commission’s top 
opera ting officers. These individuals have  broad and complex responsibil ities to 
the Commission for  the administ ration and enforcement of the Federal secu rities 
laws.

In recent years, the  Commission has lost the  services  of many of its most 
competent career executives who have been lured  away because of substan tial ly 
more a ttract ive  sal ary  offers from law or inves tment firms. It  is essential  th at  
we reta in the services  of those indiv iduals with  cha rac teri stic s of outs tand ing 
competence, profes siona l atta inm ent  and expert knowledge in the fields of 
secur ities and finance. As you know, our staff is expected to deal with  well 
qualified and well paid legal, accounting, financial, and engineering staffs  of 
priv ate indus try.

Of equal importance is the fac t that  the  additional supergrades would perm it 
a much needed adjustm ent of grad e struc tur e for some of our subo rdinate 
professional positions. Unquestionably, this would direc tly affect our abil ity 
to at trac t and reta in personnel of competence. In summary, my fellow Com­
missioners and I feel strongly that  the  add itional grades requested are  well 
warran ted . We seek your  assistance in obta ining these  additional supe rgrade 
positions by an amendment to our appropriat ion language.

I will be very happy to answer any questions you may have, with  the ass ist­
ance of the other Commissioners and the staf f members who are  presen t.
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Secur ities  and  Exchange  Commission— Statement of  supergrade requirements

Title

Existing 
allocation 

to SEC by 
the Civil 
Service 

Commission
(CSC)

Minimum  
addit ional 
positions 

requested b y 
amen dment 

to 1962
appro pria tion

language

Total
minimum
require ­
ments

(1) (2)

Grade GS-18:
Execut ive d irec tor________________________________
General Counsel____ _________ ______ _____________
Director,  Division of Corporation Finance___ _________
Director,  Division of Corporate Regulation____________
Direc tor, Division of Trading and Exchanges_____ ____
Chief accou nta nt_____ _______ ________ ___________

Grade GS-17:
General Counsel......................... ........... . ........... ..................
Chief ac countan t_________________ ________________
Director, Division of Corpora tion Finance......................
Director, Division  of Corporate Regu lation____________
Direc tor, Division of Trading  and Exchanges__________
Associate General Counsel................. . ........................ ........
Associate Director, Division of Corporation  Finance.........
Associate Director, Division of Trading an d Excha nges. ..
Associate Director, Division of Corporate Regulat ion........
Regional adminis trato r, New York, N .Y .. .. ......................
Regional administra tor, Chicago, I ll ................. . ................
Director,  Office of Opinion W ritin g_____ _____________

Grade  GS-16:
Director, Office of Opinion W riting___________ ____ _
Regional adminis trator, New York, N .Y ______________
Regional  adm inis trator, Chicago, I ll ....................................
Associate Executive Director____ _____ _____________
Associate General  Counsel............ . ........................ .............
Associate Director, Division  of Corporation  Fin ance____
Associate Director,  Division  of Corporate Regulat ion.......
Associate Director,  Division  of Trad ing  and E xch ang es. ..
Assistan t General Counsel_____ _____ _______________
Regional administr ators , except New York and Chic ago ..
Assistan t Director,  Division of Corporation Finance.........
Associate regional administ rator, New York,  N .Y .............

1
1
1
1
1

1
1
1
1
1
1
1
1
1

To tal_________________________________________

Summary :
GS-18......................................................................................
GS-17................................................................................
GS-16........................................................ . ............................

To tal__________________________________________

1
1
1
1
1

1
1
1
1
1
1
1

7
5
1

1
7
5
1

1
5
9

4
2
6

5
7

15

15 12 27

1

1

N o te —Parentheses in col. 2 represent reallocation of positions to next  higher grade except  for the position 
of executive  director.

LOCATION OF NE W PERSON NEL

Se na tor  Magnuson. Will  you  sta te fo r the  record  where you are  
go ing  to  use the 153 ad di tio na l jobs ?

Mr.  Cary. Yes, sir.
Se na tor  Magnuson. W ha t par t of your  activity.
Mr.  Cary. The pr incipa l p lace  a t w hich  the  la rges t numb er of ad di ­

tio ns  wil l be located is the  D ivis ion of  C orporat ion  F ina nce, sir.  That  
wil l be on e-half,  i t wil l be abou t 68 perso ns.

Pr ob ab ly the  second large st will be in the  region al offices, an d wou ld 
be in the  neighborh ood of  abou t 70 pos itions. There  wi ll, in addit ion , 
be a subs tan tia l increase  in the  Div ision of  Tra di ng  Excha nge s, and 
in the  Div ision of  Co rporate  Re gulat ion , pr im ar ily  re la tin g to the  
Investm en t Com pan y Act.

Those are  the  pr im ar y area s, sir.
Senator  Magnuson. So the bulk of yo ur  work, of course , i s t he  Di ­

vision  of Co rporati on  Finance?
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Mr. Cary. Tha t is the largest single division by far.
Senator Magnuson. So these are spread pre tty well pro rata  in

ratio to the amount of work you have in each division.
Mr. Cary. And there is one other factor  involved, a t the present

time we have an enormous flood of regist ration  statements, and the 
purpose of the increase for the Division of Corporation Finance, 
therefore, is to try  to cut down the backlog of registration  statements 
which we presently have.

URANIUM  SECURIT IES

Senator Magnuson. Now, last year, or the year before, when the 
Commission was in here, we added a number of new people because of 
the sort of epidemic th at was going on of this boilerroom stuff over 
the Canadian border and in mining, and things  of tha t kind. Has 
that  activity slowed up a little ?

Mr. Cary. We would say no, sir. I will pu t it this way. Actually 
the fraudulent  sale of uranium securities has slowed down, but that 
doesn’t mean tha t other types of fraud haven’t taken thei r place. 
Therefore, we recognize an almost equal need for  additional personnel 
in the field of investigation. And, for tha t reason, our other great 
allocation is toward the  field offices.

FIELD OFFICES

Senator Magnuson. Now, I  believe you have indicated, Mr. Cary, 
a belief th at field offices could be strengthened a little more personnel- 
wise, so tha t the actual offerings and things tha t are more local in 
nature  could be handled there easier and more efficiently than having 
the people come all the way here.

I am think ing particularly of my area, the Spokane area, where 
this mining exchange—I suppose there  are only two or three larger 
companies, the rest are little firms—and the strengthening of the field 
office will give the kind of service which you envisage in those places 
to the small offerings of small business.

Mr. Cary. Tha t is correct, sir.
The function of adding to the field offices is twofold, one in the 

very area you refer to, where the so-called regulation A offerings are 
filed. They are really small offerings handled directly in the field. 
Therefore, some of this personnel will be allocated to this field.

The other will be to detect fraud , make investigations, and things 
of that  kind.

Senator Magnuson. It  seems to me, then, that  your field offices 
have got to have enough personnel to handle a lot of individual 
complaints, run them down, and save you a lot of time and trouble 
here in Washington.

Mr. Cary. Absolutely necessary. In other words, we can’t send 
everybody out from Washington in connection with the variety of 
complaints which we receive.

SUPERGRADE POS ITION S

Senator Magnuson. Now, the committee will consider your super­
grade positions. But I am sure you understand—I know Allen under­
stands—that  we are subject to a point of order on this. And it is
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leg isl ati on  on the  ap prop ria tio ns  bil l. An d if we sho uld  decide to 
pu t them  in , we can  eas ily—anyone  can  knock  us out.

So we w ill conside r them  an d tak e a look at  them.  An d I  t hink  we 
un de rs tand  t hat  problem.

An y questions, Se na tor  Allo tt ?

HIKE  OF CONSULTANTS

Se na tor A llott. Yes, I  hav e a few’ quest ions.
Can you g ive  us specific examples of  w here  you h ave  been una ble  to 

ob tain c onsultants  at  the  going  ra te  ?
Mr . Cary . I  have only  been in the Comm ission  3 mo nths, sir,  and  

the refore  the only  one I am aware  of—i t is no t specific,  bu t as I 
un de rs tand  i t, the re is a problem in connection wi th  actu ari es,  because 
th ei r r ates  are ex trem ely  high .

Mr. Do na ty may  be able to add  more  to  i t, because he has been wi th 
the  Com mission a longe r tim e.

TIM E FACTOR

Mr. Donaty . I  th ink the  im po rta nt  fac tor  here , Se na tor Al lo tt,  is 
th at  w’e can  find them  i f we have sufficient t ime  to  look fo r t hem , b ut  i t 
is quit e tim e consuming . I know  in one inst ance a few years  ago th at  
the  inv est iga tion had to be d elayed  fo r 2 or  3 day s un til  we c ould find 
someone who, at  th at  time , we could pay  ap prox im ate ly $50 a day.  
Th is was abo ut 2 year s ago b efore we ha d the  la test pay increase. The 
im po rta nt  fa ct  is th at  we hav e to  tak e t ime out to  look f or  these people.

Now , as  f ar  as th is ac tua ry  is conce rned,  I  know  o ur  p ersonnel office 
con tac ted  some local con sul ting actuar ies , checked wi th several edu ca­
tio na l ins titu tions , a nd  finally, af te r several inq uiri es,  was able to find 
an ind ivi dual.

Mr.  Johnson. I  migh t add  to  that.  The ac tuary th at we did  find 
con side rs tha t he is do ing  a pub lic service a t the  go ing  ra te , and he said 
he like s to do thi s so rt of th in g once in a whil e, consider ing  t hat  he is 
he lpi ng  out in the overa ll Gov ernment field.

Se na tor A llott. Why  sh ou ldn ’t he feel th at  way  ?
Mr. Johnson. Well, h is g oin g rate  is $250.
Se na tor A llott, We ll, we hav e th is th in g come up , a nd  we have h ad  

it come up,  I  th ink,  wi th alm ost  every ind epe ndent  agency th at  we 
have had befo re us who wants  to employ consu ltants , they wa nt to 
rai se the rat e of  p ay  un de r the classi ficat ion act,  the y wa nt  to rais e it 
up to $100 or more. An d T am s til l n aive enough  to t hi nk  th at  you can 
find qual ified  men who are  wi lling  to serve  th ei r Government  in thi s 
capacit y a t th e go ing  rates.

Mr . C ohen. May T speak  to  th at , sir.
Se na tor Allott. You can ’t employ law yers, I  rea lize  that . An d I 

rea lize  the re is an unusual situa tio n with these actuar ies , who oft en  
get you in as big a hole as t hey  a re try ing to keep  you ou t of.

But  I  am naive enough to  th ink still  tha t you can get them.
POLICY ON CONS ULTA NTS

Mr. Cohen . May T jus t say  a few’ words on th at , to exp lain a lit tle  
more fu lly  the Comm ission’s practi ce in th is a rea.

71036—‘61------47
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The Commission, to the extent possible avoids the necessity for em­
ploying outside consultants. We attempt to use all the scientists in the 
U.S. Government, in the Bureau of Standards, the Army, the Signal 
Corps, the Bureau of Mines. We make a complete search of the facil­
ities and the persons available to the Government before we consider 
seeking outside consultation.

There are areas, however, and problems do arise in some of these 
complex offerings, which require a special expertese which we are 
unable to find in the Government. Beyond this, the SEC has em­
ployed, and we do now employ, three engineers in our Washington 
office, and we attempt to have people who have the widest and the 
broadest experience possible. But tha t necessarily has meant tha t 
these people are not specialists in one area or another which may be 
a relatively ra re area.

Now, I can say this, tha t we have been successful in the past in 
ultimately  finding people who have taken on these jobs as a matt er 
of public service. Our success in the past has been mainly prio r to 
this whole period of rising costs and rising expense and rising activ ity.

Our problem is also complicated by the fact that  if we seek people 
outside the Government we have to be sure we find the kind of people 
who are untrammeled by personal relationships, by loyalties of one 
kind or another. This necessarily narrows the area of the people from 
whom we can choose, and complicates our problem.

Now, while we have been able to find people, we have done it really 
on the basis of public service. In all these cases we feel that our 
problem and the Government’s problem generally will be improved 
immeasurably if there is some grea ter flexibility. Tha t is what it 
gets down to.

Senator Allott. Well, $60.80 is on the basis of $19,000 a year. And 
I realize that this is a part-time job, and for a qualified man, in many 
instances, of course—in most instances perhaps—it represents a sac­
rifice. But generally  I  am opposed to the employment of outside con­
sultants.

1 would like to ask this question. When you employ outside con­
sultants, do they take an oath of office?

Mr. Cart. Yes.
Senator Allott. And that is the same oath generally that you take ?
Mr. Cary. Yes, sir.
Mr. Cohen. I can give instances of the kind of people-----
Senator Magnuson. I want to suggest to the Commission—and this 

isn’t any problem of yours—but every agency, pretty nearly every one 
has been in here with the same story.

Mr. Cohen. May I illustrate with some examples of the kind of 
people we had difficulty in obtaining. Some years ago-----

Senator Magnuson. I was just going to add, let’s take the Agricul ­
ture Department. We know pretty well where their  agricultural ex­
perts are, they are in one group. But I do think this Commission has 
a real varied problem, they don’t know from day to day where they 
are going to have to go. And this makes a little difference.

Mr. Cohen. Exactly,  sir.
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EXAM PLE  OF HI RING  PROBLEM

I would like to illustrate. A few years ago an offering was pro ­posed by someone who indicated tha t he had invented a new process of color photography. This  involved the explanation of colors and lenses as well as cameras specially devised. We used people from the Signal Corps, we used people from the Bureau of Standards, and people from the Department of Commerce, and yet we couldn’t get the final expert on some aspects of optics as well as of photography. We finally found a man, but it took a good deal of work. This man is a very high type of man. He is presently the assistant to the presi­dent of one of our la rgest corporations. At tha t time he was a prac­ticing engineer.
Another case we had recently involves-----
Senator Allott. 1 )id he work for you ?
Mr. Cohen. Yes, sir, he did.
Senator Allott. Did he work at this figure ?
Mr. Coiien. Yes, he did.
Senator Allott. Isn ’t tha t the answer to your question, then ?Mr. Cary. It took a long time to get him, did it not?
Senator Allott. It took a long time to find him, he says.Mr. Cohen. Yes, it did. And it was a personal sacrifice to him.Senator Magnuson. Well, 1 think  even $100 is to some of them.Senator Allott. Let me say this, tha t anybody who can make $100 a day is not sacrificing a lot when they devote a month or two of their time to the Government at $00 a day, $01 a day.
Mr. Cohen. I understand thei r position is tha t, so far as the com­pensation is concerned, tha t may not be beyond what you have sug­gested. In  order to assist the Government in preparing a case, it means that  they can't take on private employment which they might  otherwise do a t a somewhat higher rate.
It  is in tha t area that  they suggest, more than the actual dollars received, that they are working at a sacrifice. It  means turning away a client or turn ing away a job for a month or two.
Senator Allott. If  they are in tha t category, they are not sacrific­ing an awful lot— $100 a day is $36,500 a year. They are not sacrific­ing an awful lot to work for the Government for $G1 a day for a month or 2 months.
Mr. Coiien. I can’t quarrel with that , sir. I have just indicated what our experience has been.

REFUSAL S BECAUSE OF PAY RATE

Senator Allott. I would like to ask th is question again. Do you have any specific example of where you have been refused by compet­ent people in the last year to work at the $60.80 rate ?
Mr. Johnson. We had six actuaries this year who did refuse to do so.
Senator Allott. All righ t, let s leave the actuaries  and the lawyers out.
Where else did you go ?
Mr. Cohen. I know of no case to my own knowledge where we have not ultimately  been able to retain a consultant. I cannot say tha t there  were not some people who refused the suggestion when first made.
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TOTAL EM PLOY ME NT

Se na tor A llott. Now , wh at  was you r employment  figure in the  
fiscal y ear—will you give it  to  me f or  1959, 19G0, and  I  be lieve  we have  
1961 here, or  it  is in the  House  repo rt— i t isn ’t in the Hou se rep ort.

Se na tor  Magnuson. 153 f rom  1,188.
Se na tor A llott. Th at make s 1,035 for  1961.
Mr. Cary. Tha t is roug hly correct.
Le t me ju st  give the se employment figures specifically.
In  fiscal 1959, sir , the  numb er was 910. Av era ge employment  in 

fiscal 1960 was  954. We are now ask ing  for an addi tio n of 164, which  
wou ld b rin g t hat  figure  fr om  954 to  rou ghly 1,118.

Se na tor  A llott. Th ere is some d iscrepancy , because the  to tal  g iven  
in  the House rep ort is 1,188, less the  153 jobs the y des ignate , would 
make,  1,035,1,035 f or  las t yea r.

Mr.  Donaty. Se na tor  Allo tt,  may  I  mention thi s. For the fiscal 
ye ar  1961, the average employment  was 1,035.

Sena tor  Allott. For 1961 i t was 1,035.
Mr. Donaty. Yes. Now, the  figure in Ihe  Hou se repo rt  of 1,188, 

I  believe, is also ave rag e employm ent.  Th e difference is an increase  
of  153 ave rage  emp loyment th at  we are  seek ing fo r 1962. Tha t is 
next year.

Se na tor  Allott. We ll, you show an incre ase, then fro m 1959 to 
1962, from 910 to  1,188?

Mr. Donaty. Yes, sir .
Se na tor  Allott. That  would be 278, or  an increase  rou gh ly of  20 

perce nt ?
Mr. Cary. That  is  corre ct, sir,  and it  is n ot enough.  We very des­

perat ely  need help, a s th e en tire  indu st ry  will  ind ica te to you, in terms  
of our  backlo g o f reg ist rat ion  sta tem ent s, which is a t an all tim e h igh, 
and in view------

Se na tor  Allott. Le t’s get  some figures on th at , if  you wil l, Mr. 
Cary.

Mr.  Cary. Yes,  I t hink  we can supp ly them.

TOTA L WORKLOAD

In  o ur  p resentat ion  befo re the  House  committee we sta ted th at  our  
tot al workload  fo r the  cu rre nt  year will be abo ut 1,985 reg ist ra tio n 
sta tem ent s, rep res entin g 1,650 new ones filed, and  a ca rry ov er of 335 
fro m 1960. For t he 9 m on thse nd ing March 31,1961,1,237 statements  
were  filed and we had a cu rre nt  bac klog at  th at  tim e of  abou t 474 
sta tem ents.

By  way  o f compari son, t hi s numb er of sta tem ent s filed in 9 m onths 
is gr ea ter  tha n the  numb er of  r eg ist rat ion  sta tem ent s filed in any  one 
ye ar  du ring  the pe riod o f 1947 to 1954, inclusive.

We  hav e es timated th at  a  to tal  wor kload for fiscal 1962 will be 1,985 
regi str at ion sta tem ent s composed of 1,700 new filing s in the  carryover 
of  285 statements  fro m 1961.

I  can say th at  th is is an all -tim e hig h, and  I  believe th at it does n ot 
quite seem to be dro pp ing off.

Se na tor  Allott. 1 nd er  the  figures you have given me, hasn 't yo ur  
ca rry ov er  decreased ?

Mr.  Cary. Ou r c arr yover in general  has  increased. As I  reca ll the  
back log,  I  said there  was a carry over of 335 fro m 1960. An d then for
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the 9 months  ending March 31 we have a curren t backlog carryover of 
474. So it has increased.

Senator Allott. And you estimated it will for 1961, is th at  it?
Mr. Cary . That is correct. When this figure was given we esti­

mated for 1962 th at if we have the personnel we will be able to reduce 
tha t backlog, if we can get this addit  ional personnel.

TI ME REQUIRED FOR PROCESSING CASES

Senator  Allott. Can you supply me with any figures—I realize that  
this is a technical situation , people make applicat ion and it  requires 
amendment, and then more amendment, and finally you get to the place 
where the applicat ion satisfies you.

Let me say th is so tha t my position won’t be misunderstood, tha t I 
am fully  in accord with what you are doing and the kind of a job I 
hope you will continue to do.

But  what is the  length of time from the time of the ordin ary case 
or the average case is actually filed, is actually  pe rfected as far  as the 
technical requirements of your  office are concerned before a determina­
tion is made on it ?

Mr. Cary . May I  ask Mr. Cohen to speak on t ha t point.  He is the 
Director of the Division of Corporation Finance.

Mr. Cohen . May I  just add to the figures the chairman has given. 
I have figures as of last night, sir. Since the beginning of the fiscal 
year up to last night, we had received 1,720 regist ration  statements. 
When our budget was prepared  we estimated receiving, for the ent ire 
fiscal year, 1,650 regis tration statements. So tha t the number of 
statements received has already exceeded our expectation  for this 
fiscal year.

Senator Allott. Did you say 650 ?
Mr. Cohen . 1,650. We have already received 1,720, and the largest 

number of cases to be filed this month will come next week, because 
tha t is the end of a certain period within  which regis tration state­
ments may be filed.

I migh t say in this connection tha t the amount covered by these 
regis tration statements thus far  is approximately $20 billion, and 
tha t too exceeds our estimates by a very substantial amount. Thus 
far  in Jun e alone the number of filings has exceeded June of  last year 
by 84 percent, far in excess of  our own expectations  as to  what was 
coming along. I merely suggest tha t apparently  there is an acceler­
ation that is continuing this year, and it is very  difficult to estimate 
from one month to the next  the volume coming in.

Now, so fa r as the time is concerned: Last year we had an ex traor­
dinary bulge in the number of filings; it was something in excess 
of 30 percent greater than  the filings in the previous year, most of 
which were filed in the last 4 months of tha t fiscal year. During 
those months we had, because of tha t problem, reached the point 
where the median number of days for the  examination and completion 
of the applications was approximately 53 days in May. It  was 
somewhat higher in June,  I don’t remember exactly but it was some­
thing like 59 or 60 days in June.

We have been working on this  problem, and the Commission has 
insisted tha t the staff do whatever it can, including overtime, so on, 
to try  to  reduce this to a more manageable figure. And I am happy
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to  report , th at  we hav e achieved th is in some measure . Our  figu res 
fo r las t mo nth —an d I  hav e the  figures wi th me—show an ove ral l 
me dia n tim e per iod  of 49 days.  Th is sho uld  be com pared wi th  a 
median figure fo r 11 mo nth s ended May 31, 1961, of 55 days .

I t  ind ica tes  the na ture  o f the reduct ion  in tim e which we ar e t ry in g 
to achieve . But  th is  h as been at  the  e xpense of  a good deal  of  over­
tim e and a great dea l of w ork  on the  par t o f th e sta ff.

Sena tor  Allott. Yo ur answer, the n, is wi th in  the  con tex t of the  
ques tion  I asked  ?

Mr. Cohe n. Yes.
Senator  Allott. Th an k you.

AN ALYSIS OF N EW COMPA NIE S

Mr. Cary . May I add one fu rthe r po int, Se na tor Al lott?  No t only  
is the  qu an tity gr ea te r th an  it has  e ver  been, bu t also the  numb er of 
new companies  which requir e much more  ca ref ul  ana lysi s, com panies 
going publ ic for the  first  time,  is ris ing . We hav e reac hed  the  poi nt 
now where 50 per cent of the  filings rep res ent new companies  w hich re ­
quire much more  severe e xam ina tion because of  p roble ms experienced 
because the com pan y has accoun ting  figures th at  need reexam ina tion, 
in oth er words, it  c rea tes  an  addi tio na l numb er of prob lems which do 
not e xist  wi th r espect  to repeat filings.

Se na tor  A llott. An d they all have the  wor d “electronics” in th ei r 
name  whethe r they  produce ele ctronics  or no t.

Mr. Cohe n. I f  I  may add  to  w ha t the  chairma n has  said. The fig­
ures  fo r May shows th at  these new registr at ions  are  now ap proa ch ­
ing  a  rat io  of  60 percen t. Th is is an accel era ting thing. I  ju st  do n’t 
know where it is go ing  to go, and I  hope  th at we get the  peop le to 
deal  with it effectively.

PACIFIC COAST EXC HANGE

Sena tor  Allott. May I  ask th is ques tion . W ith in  wh at exten t does 
the  Pacif ic Coa st Excha nge come unde r your  jur isd ict ion ?

Mr. Cary . I  will speak, and  then I would like  to ask Mr. Loomis to 
speak . In  gen era l, it  is one of  the  exch anges which is u nd er  ou r gen­
eral  reg ula tion and our jur isd ict ion pu rsua nt  to the  Sec uri ties and 
Excha nge A ct of  1934.

I th ink Mr. Loomis oug ht to spe ak on th at  in more  de tai l. li e  is 
Di rec tor  of th e T ra di ng  and E xchange D ivis ion.

Se na tor  A llott. It  is u nder your  juris dic tio n, as are  the  Am erican  
and  New Y ork ?

Mr. Cary . Pre cisely , sir.
Mr. Loomis. That  is rig ht , s ir. I t  is a reg istere d na tio na l securi ties  

exchang e, jus t as the  New Yo rk  Ex change  and  the  Am erican  E x­
change. Our  jur isd ict ion ove r it is equ iva len t, tho ugh pe rhap s we 
ar en 't able  to give  it quite as much time as we devo te to some of the  
others.  i

Se na tor  Allott. Th at  answe rs my  question .
Th an k you  very much.
Se na tor Magnuson. Se na tor Sch oeppel , do you  hav e any  ques­

tions?  . ' .
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STOC K MAR KE T SIT U A TIO N

Senator Schoeppel. Yon people supervise and are responsible for 
market prices of all securities traded on the exchange and over the  
counter in the country, and you watch the manipulating  practices and 
illegal distribut ion and all of those matters?

Mr. Loomis. Are you asking me ?
Senator Schoeppel . Let me ask you this question. For the last 

several months there has been an upsurge in the stock market. You 
hear a lot about manipulations and crookedness, and all this and that. 
Do you make a distinction in your enforcement activities—do you 
make a sufficient distinction  between suspension and cancellation?

Mr. Loomis. Are you asking me, sir ?
Mr. Cary. I would like to have Mr. Loomis speak to that,  because 

he is Director of the Division of Trading  and Exchanges.
Mr. L oomis. There are several problems involved in your  question. 

In  the first place, we aren’t, I don’t believe, responsible for market 
prices as such. On the other hand, as you say, we are responsible for 
attempting  to detect and prevent manipulat ions to the market prices.

Senator Schoeppel. Tha t is r ight, as it goes to those market  prices.
Mr. Loomis. Yes; as it affects those market  prices. And we have 

been devoting an increasing amount of effort to that.

M AN IP ULATIO N  CA SE S

I think  we have had more manipulation cases opened in the  last 6 
months than in the entire prior  fiscal year. We can suspend trading 
in a security on an exchange. We cannot do it over the counter. We 
have had a number of instances where the Commission has done tha t, 
primar ily, however, where there is a lack of adequate informat ion 
which would enable investors to evaluate the security. We have on 
occasion suspended a security because of a suspected manipulation . 
It  is better from the viewpoint of the public where we can to stop 
the manipulation rather than to stop all people from trad ing in the 
security, and that is what we do where we can.

I am not quite sure what you had in mind by the distinction be­
tween suspension and cancellation.

S U S PEN SIO N S AND CANCE LL ATI ONS

Senator Schoeppel . Do you find that  you get greate r adherence 
to regulari ty of decent practices where you suspend them for awhile, 
or where you get up on your hind legs and find that you have got good 
basis for it and cancel them out ?

Mr. Loomis. You mean broker-dealers?
Senator  Schoeppel . That is righ t.
Mr. Loomis. This is a remedial sanction. I would say that in the 

great m ajority  of broker-dealer cases where the broker-dealer is found 
guilty of any significant misconduct, the Commission revokes, that is, 
cancels his registration. I think that suspensions, which occur in less 
serious cases, probably account fo r the disposition of less than 10 per­
cent or so of the broker-dealer cases. The rest of them, either we don’t 
prove our case, and which doesn't happen too often, or they are re­
voked. But revocation is the usual thing, I think, in this situation.
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Se na tor Schoeppel. In  revoca tion  do you have an accelerate d num­
ber  of  cases ? Do you need add it ional help  ?

Mr.  L oomis. Yes. Pa rti cu la rly , we have an accel era ting prob lem 
wi th  inv est iga tion s which lead up to sanctio ns. We  have increased 
our  n um ber  o f criminal cases and of inj uncti ons and of  bro ker-d eal er 
cases, and  we now hav e pe nd ing  some 1,172 inve stigat ion s. An d we 
need  more people  in the r egional offices to dea l w ith  those  cases to  close 
the m up  and  tak e action. And  when we find we have got more than  
a thousa nd pe nd ing  cases, it  is ou r experience that,  th e th in g is ge tti ng  
ou t of  hand , and  cases will  get  lost, the y will be delaye d too much be­
fore we can finish  the m all. An d in t he enforcement, field, that, is w ha t 
we need , inv est iga tor s to  get  a fter  these cases  an d c lose them  pr om ptly.

Mr.  Cary . Tha t is why, Se na tor  Sc hoeppe l, ou r second larges t allo­
cat ion  of manpo wer will  be to  the  field, lar ge ly in invest iga tion s.

EFFECT OF DELAY

Senator  S choeppel. Where you have  th is  lo ng delay,  who gets hurt , 
gen era lly  spe aking?

Mr. Loomis. I f  the re is delay in de ali ng  wi th the  case inv olv ing  
frau d or ma nip ula tio n, the  public  will ge t hu rt , because we d on’t s top  
th is  misconduct as quickly as we shou ld.

Senator  Magnuson. I f  it  is a leg itim ate  th ing,  yo u will  find t ha t the 
business wil l g et h urt  ?

Mr. Loomis. That  is rig ht . I t  can  hurt  t he business  concerned also 
if  ther e is a de lay.

I was ta lk ing ab out the enforcement field.
Se na tor  Schoeppel. I  th ink t ha t covers general ly some of th e t hing s 

I  have been h ea rin g a bout .
Sena tor  Magnuson. Th an k you  very  much, ge ntlemen .
I  tha nk  you f or  com ing  up.
The committ ee will  recess fo r abou t 15 min utes. We hav e the Re­

negotia tion B oard next.
(A  recess was  tak en .)

National Capital H ousing Authority

STATEMENTS OF WALTER E. WASHINGTON, ACTING EXECUTIVE
DIRECTOR: WILLIAM  R. SIMPSON, JR., GENERAL COUNSEL;
HARVEY V. EVERETT, DIRECTOR OF MANAGEMENT; AND HER­
MAN EDWARDS, BUDGET OFFICER

Budget E stim at e

Se na tor  Magnuson. The committ ee w ill come to  order.
We hav e the  Na tional Capital Ho us ing Autho rit y.  Mr.  W ashing ­

ton here , and the Gen eral  Counsel, and oth ers . An d the am ount is 
the same, $40,000. An d the re is no  a ppeal . Th e Hou se says  tha t the  
committ ee ha s appro ved the budget  fo r th e o perat ion  and  ma intena nce  
of propert ies  in the  Dist ric t of Columbia  u nd er  t itl e I  o f the  Dis tri ct  
of  Columbia Alley  Dwelling Act . Th is is the same am ount as th e 
1961 ap prop riat ion,  bu t i t gives the C ong ress a n o pp or tuni ty  to  review  
the  program  in the  Nati on ’s Ca pi tal  ann ua lly .
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Now, I don't know tha t the committee has anyth ing to ask you, 

Mr. Washington, or the Au thority members. As you probably know, 
we have always tried to put you some place else, and the House has 
always tried  to keep you in. So here you are again.  And we are glad 
to see you. And we have no objection to it. But  we do think  you 
belong in the Housing and Home Finance Agency.

Mr. Washington. We do, too.
Senator Magnuson. But they seem to want to keep it in. So all we 

can do is to get into a conference with them and see what we can do 
again. But if they should agree with us in the conference, we will 
have to find some way to put your appropriation in e ither the  Housing 
and Home Finance, or some other place, supplemental, probably.

Mr. Washington. As I understand it, tha t could be provided for 
by the Congress, not granting an appropriation.  We would then re­
quest a budget for these dwellings from the  Public Housing Adminis­
tration.

AGENCY FUN CTION S

Senator Magnuson. Now, Senator Schoeppel, this is the housing 
auth ority  tha t manages a certain part,  small p art  of the housing ac­
tivities in the District  of Columbia.

And this st ill involves a question of admin istration of rents in cer­
tain  units.

Mr. Washington. Yes, it involves the administration and manage­
ment and maintenance of some 7,700 units tha t are financed and budg­
eted from the Public Housing Administration. And the present 
involvement with respect to this request is 96 units, which is the rea­
son that we are here each year, as the Senator has said-----

Senator Magnuson. The rest of it, Senator Schoeppel, is in the 
Public  Housing Administration . And they still have this small num­
ber of units which they manage which puts them in this bill.

Unless there are any fur ther questions, we thank you. And we 
appreciate  your coming.

Mr. Washington. Thank you. We wanted to make ourselves 
available.

Senator Magnuson. Thank you very much.
(The justifications of the National Capital  Housing Authority  

follow:)
National Capital Housing Autho rity 

BUDGET ESTIM AT E, $40,0 00, FISC AL  YEAR 19 62  

Genera l statement
The Natio nal Capital Housing Authority  was estab lished in 1934 under the 

Dist ric t of Columbia Alley Dwelling Act (48 Stat . 930, amended  by Public Law 
733, 75th Cong.). In accordance with  this  law the  A uthority is the  local public 
housing  agency in the  Distr ict  of Columbia and has  as its  objective the assur­
ance, at  the  leas t prac ticable cost to the Government, of an adeq uate  supply of 
dwellings for  families of low-income whose housing  needs are not met by private 
ente rpri se. The Authori ty seeks to provide dwellings withou t profit or loss 
exce pt for subsidy provided by law to reduce re nts  below cost levels.
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Sum m ar y of  th e tw o pr og ra ms
Th e A uth ori ty  op er at es  tw o ho us ing pr og ra m s,  kn ow n as ti tl e  I and ti tl e  I I :

D w el ling  u n it s  o n J u n e  1, 1961

U n d er
m anagem en t

U n d e r
co nst ru c ti on

P re co n­
st ru c ti on

T o ta l

T it le  I I _____ _________________________ 7,69 6
96

174 1,052 8,9 22
96

T l t l e l . . . . _______ _____________________

T o ta l__________ _____ ___ _____ 7,792 174 1,052 9,0 18

Th e ti tl e  I I  pr og ra m  is  su pe rv ise d by th e Pub lic  Hou sin g A dm in is tr at io n an d 
th e su bs idy re qu ir em en ts  ar e in clud ed  in th e co ns ol idat ed  est im at es  of  th a t 
age ncy . How ev er , deta il s of  th is  pr og ra m  are  fu rn is hed  fo r in fo rm at io nal  pu r­poses.

Th e ti tl e  I pr og ra m  co ns is ts  of  96 lo w -ren t ho us in g unit s co ns truc te d under 
the D is tr ic t of  Colum bia Alley Dwel lin g Act. O ur  b ud ge t es tim at e fo r fiscal y ear 
1962 is $40,000. The  ex pe ns e es tim at es  a re  uni fo rm ly  les s th an  th e  re n ta l re ­
ce ip ts  w hich  a re  co ve red mon th ly  in to  the T re as ury .

TITLE I

In  su pp or t of  ou r es tim at e,  we  off er th e fo llo w in g pr og ra m  pe rf or m an ce  s ch ed ­
ule  p ro je ct ed  ov er  a 5- ye ar  pe rio d :

1960
ac tu al

1961
esti m ate

1962
est im ate

1963
esti m ate

1964
esti m ate

R en ta l r ece ip ts ........................ ................. ............................. $43, 446 $44,000 $44,000 $44,000 $44 ,000T o ta l o b li gat io ns_______ __________ __________ _____ 39, 959 40,000 40,000 40,000 40 ,0(X)
Exc es s of r ec e ip ts  o ve r o bli gat io ns........................ 3,487 4,000 4,00 0 4,0 00 4,00 0
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Title  I budget estimate for fiscal  year 1962 compared with statement of operating 
receipts and expenditures fo r fis cal year 1960 for the tit le I I  program

To ta l op erat ing rece ip ts................................

Ad minist ra tio n:
Non tech ni ca l sal ar ies ____ _______________
Te ch nica l sal ari es____ ___________ _______
Legal e xpen se ,.________________________
Em ploy ee  b en ef its __________ ___________
O ther  a dm in is tra tio n exp ens e____________

T o t a l ................................................................

Uti liti es:
W at er ____ ____________________________
E le ct ri ci ty .............................................. ............
G as ____.______ _______________ ____ _
F u e l_________ ______ __________ ________
H ea tin g la bo r......................................................

T o ta l..... .......... . ................. .............................

M aint en an ce  a nd  ope ration:
L a b o r..................................................................
M at er ia ls ............................ . ...............................
C on tr ac ts .................... .......... .............. ..............

T o ta l_______ __________________ _____

Ge ne ral  expense:
D eb t ser vic e........................................................
In su ra nc e...... ............ .......... ...............................
Pa ym en ts  in lieu  of tax es ....... .........................
Col lect ion  losse s..... .......... ............ . ..................
Te rm in al  leav e pa ym en ts ................................

T o ta l.................................................................

To ta l routi ne  e xpe nse s..................................

Non ro ut in e expense s:
Ex tra or di na ry  m ai nt en an ce ______________
Re pla ce me nt of e qu in m en t_________ _____
Be tte rm en ts  a nd  ad di tio ns ______________
Ca su al ty  losses___ _____________________

T ota l________________________________

To ta l op era tin g ex pe nd itu re s...... ..........................

Re cei pts  less e xp en di tu re s......................................

Less: Pr io r ye ar ad ju st m en ts ___ ______ ______
Pr ovision  for op era tin g reserv e_______________

Re sid ua l rec eip ts (to  r educe PH A  su bs id y) .......

M ax im um  PH A su bs id y...................................... .

Less:
Re sid ua l re ce ip ts_______________________
Acc rued in te re st  on bo nd s________ _______

T o ta l_______________________ ___ _____

Ac tual PH A  su bs id y,  fiscal ye ar  1960_________

Ope ratin g stat em en t tit le  
II  fiscal yea r 1960, 6,715 
un it s

Pr op osed  bu dg et  tit le  I 
fiscal ye ar  1962, 96 un its

Am ou nt Pe r unit  per 
m on th

Amou nt Pe r un it  p er 
mon th

4,0 15 ,36 7 50. 63 44, 000 38. 19

437,69 4 5.5 2 7,6 00 6.6 0
95,519 1.2 0 730 .63
22,9 16 .29 330 .29
79,79 3 1.01 1,1580 1.3 7
89,8 95 1.1 3 1,4 20 1.2 3

725,8 17 9.1 5 11,6 60 10. 12

233,056 2.9 4 2,6 20 2.2 7
268,66 4 3. 39 900 .78
294,060 3. 71 690 .55
215,853 2.71 3,0 80 2.6 8
106,1 37 1.3 4 3,3 85 2.9 4

1,1 17, 770 14. 09 10,6 15 9.2 2

583,843 7. 36 11,205 9.7 2
178,31 4 2.2 5 2,8 70 2. 49
49, 540 .62 1,17 0 1.0 2

811 ,697 10.2 3 15,245 13. 23

7,79 2 
40,619  

282,032 
18,541
5,2 16

.1 0

.51
3.56

.2 3

.0 7

354 ,200 4. 47

3,0 09 ,48 4 37 .94 37,520 32. 57

308,821 3.89 1,60 0 1.3 9
40, 936 .52 880 .76

418, 258 
14,6 36

5.2 7
. 18

782,651 9.86 2,4 80 2.1 5

3,7 92 ,13 5 47.80 40,000 34. 72

223 ,232 2.83 4,0 00 3. 47

(2, 16 5)  
6,3 56

(.01 )
.08

219,04 1 2. 76 ' 4 ,00 0 '3 . 47

3,1 10, 201 33.30

219,041
172 ,836

391 ,877

2,7 18 ,32 4 29.11

> To U.S. Tr ea su ry ,
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T IT L E  I i :  PH A -A ID E D  PR OGRAM

As of June 1, 1961, the Authori ty has the following tit le II  program:

P ro je c ts  and  pro per ti es D w el ling  u n it s

A rea N am e
U n d er

m anag e­
m e n t

U nder Pre co n-  
co nst ru c - st ru c ti on  

tion

T o ta l

3

4

5

6

7
8
0

10

11

D C  1-3— 
1- 21 - 
1-24.. 
1- 35 -

D C  1-2 .. . 
1-7— 
1- 20 - 
1- 30 -

D C  1-9 — 
1- 31 -

D C  1-4 — 
1-14 - 
1- 27 -

D C  1-25 - 
1-28 ..

D C  1-8— 
1-34 -

D C  1-18 - 
D C  1- 13 - 

1-17 - 
D C  1- 16 - 

1- 32 - 
D C  1-1— 

1- 22 - 
1- 23 - 
1- 26 - 

D C  1- 11 - 
1- 15 - 
1-19 .. 

D C  1-36:
A .
B.
C . 

1-37.  
1-38 . 
1-39.

Ja m es C re ek________________________________
G re en le af___________________________________
Syp ha x G ard en s_____________________________
G re en le af  A d d it io n ..... ..............................................
E ll en  W ilso n............ ....................................................
C ar ro ll sb urg _________________________________
A rt h u r C ap p e r___________ ____ ______________
H opkin s A p a rt m en ts ________________________
B arr y  F a rm _________________________________
She ridan  T err ace_______________ ____ ____ _
Fre der ic k  D ougla ss ........... ............. - ................... ..
S ta n to n ___________________________________ . . .
K no x H il l .__ . _______________________________
L angst on________________ ___________________
21s t S tr ee t H ou se s___________________________
K el ly  M il le r..................................................................
P a rk -M ort on________________________________
E ast  C ap it o l________________________________
Li nc ol n H eig h ts _____________________________
R ic hard so n__ ____ __________________________
H ig hla nd A d d it io n ____________________ _____
H ig h la n d ____________________________________
F o rt  D u p o n t.................................................................
B en nin g  T e rr a ce____________________________
S to dder t T e rr ace____________________________
S to d d e rt _____________________________________
P ark sid e_____ ___________ ____ ______________
P ar ksi de A d d it io n _______________ ______ ____
K en il w ort h  C ourt s__________________________

279
456
174
32

213
314
612
158
432
183
302
348
250
274
36

169

577
440
190
246
342
322
274
200

46
363

42
422

174 ..................

W oodla nd T e rra c e .. .
K en tu c k y  C o u rts ___
C ar ro ll  A p a rtm e n ts ..
Gar fiel d T e rra c e ____
E ast gat e G a rd e n s .. ..  
L cD ro it  A part m en ts .

T o ta l P H A -a id ed  p ro gr am 7,696 174

230
174
60

250
230
108

1,052

279
456
174
32

213
314
612
158
432
183
302
348
250
274
36

169
174
677
440
190
246
342
322
274
200

46
363

42
422

230
174
GO

250
230
108

8,922

l

2

TI TLE  11
General statement

All activ ities  under titl e II  of the Alley Dwelling Act are  conducted unde r 
supervision of Public  Housing Administration.

As of July 1, 1JX50, all titl e II  dwelling uni ts under management  were placed 
under one ann ual  con tribu tion contract. Operating  costs, debt service, and 
provisions for  operating reserves  are  met from ren tal  income and Federal  
contributions .

Development activities are initially financed by loan notes which are  sub­
sequently reti red  with  proceeds from bonds sold to priva te investors. At the 
end of the  development period, debt service on bonds, and costs of operat ion are 
met from ren tal rece ipts and Federal contributions. The contributions perm it 
the  Authority to reduce rents for low-income famil ies below cost levels.

The maximum permissible Federal contribution by cont rac t approximates debt 
service on the  development cost of propert ies. The actual  contribution received 
ann ual ly is based upon the difference between ren tal  income and (1) operating  
costs, (2) debt service, and (3) provision for operating  reserves .
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Income limits fo r admissio n and continued  occupancy
As of July 1,1 96 0, the income limits  for admission  to and continu ed occupancy

of NCHA low-rent  housing are as foll ows :

Fa m ily  c om pos itio n

M ax im um  ne t income  a fte r 
exe mp tio ns

For  a dm is­
sion

Co nt inue d
occ upancy

1 to 2 per son s____
3 to 4 jterson s____
5 to 6 per son s____
7 t o 7 plu s person s

$3, 200
3,5 00
3,8 00
4,1 00

$4,0 00
4,3 50 
4, 750 
4,9 50

Annual reex ami nati on of tenant incomes 
The Autho rity ’s ren tal progra m is based upon servin g a tru e cross section

of the low-income famil ies in the Dis tric t of Columbia. To ins ure  th at  we 
house only low-income fam ilies we reexam ine the incomes of all ten ant s (except 
those who have been tenants  for  less than  a year)  on an ann ual  basis. Pre­
sented  here with  is the income pa tte rn of our present ten ant  families , taken  
from ou r fiscal y ear 1960 records.

Inc om e
N um be r o f 
fam ilie s i n 

each  income  
step

Perce nta ge  
in  each  

inc om e s te p

$1,950 an d un de r . _ _______________ ______________________________ 2,2 76 37
$1351  to $2,300  ___ ______ ____ ________________ __________________ 700 11
23 01  to $2 30 0 ____  ____ ____ ____ ______  -- 833 14

$2^801 t o $3,300  . ........................... ........................................... - .........- 902 15
$3 30 1 to $3^800 ........................ - .............. . ................... - ................ 780 12
$3^801 to $ 4 3 0 0 __________________  _____ _____ _______________________ 456 7
$4,301 an d over _ __________ ___  ___ ____ ____ __________ _____________ 280 4

N um be r of  fam ilies r ee xa mi ne d......... ............... ............. ............................... 6,2 27 100

The above tabu latio n shows th at  37 percent of our ten ants have incomes at  or 
below $1,950; while 77 percent have incomes at  or below $3,300.

Fami lies receiving public assi stan ce cons titute  an apprec iable number of our 
total tenants. The number of public assistance famil ies is constantly changing 
as  a result  of famil ies going on and coming off the rolls. As of Jun e 30, 1960, 
the re were among our ten ant s 1,048 familie s who received all or a maj or pa rt 
of the ir suppo rt from the  Board of Public Welfare. Those families receiving 
public assis tance  amounted to 16 percent of our tota l ten an t population . 

REN EGOT IAT ION  BOARD

STATEMENTS OF LAWRENCE E. HARTWIG, CHAIRMAN, HOWARD
W. FENSTERSTOCK, GENERAL COUNSEL; AMOS J. COFFMAN,
ASSISTANT GENERAL COUNSEL; ROBERT F. HAGGERTY, DIREC­
TOR OF ADMINISTRATION: PAUL T. SEMPLE, DIRECTOR OF
ASSIGNMENTS; AND MISS ELFRIEDA EGBERT, BUDGET ANALYST 

Letter F rom  Agency

Sen at or  M agnus on. A ll  r ig ht,  th e R en eg ot ia tio n Boa rd . Mr. H a r t­
wi g is her e.

F o r th e pu rp os e of  th e rec ord , t he  R en eg ot ia tio n B oa rd  19G1 ap pro ­
pr ia tion s we re $3,015,000. Th e Jan u a ry  bu dg et  fo r 1902 wa s $3 mil­
lion , an d th e am ende d bu dg et  was th e sam e. And  th e Ho use rec om ­
me nded $2,900,000, which  is $115,000 un de r th e 1961 ap pr op riat io ns  
an d $100,000  und er  t he am ended ap pr op riat io ns .
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You have sent us a letter, which we will place in the record in full.
(Tho le tter referred to  follows:)

J un e 9,1 961.
Hon . W arren G. Magnuson ,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 

Bill for 1962, U.S. Senate, Washington, D.C.
Dear Senator  Mag nu so n: I ha ve  yo ur  le tt e r of  Ju ne  2, 1961, re fe rr in g  to  th e

in de pe nd en t offices ap pro pri at io n  bill  fo r 1962 a s  re port ed  to  th e  Ho use, an d 
re qu es tin g th a t I in dic at e w he th er  an y ch an ge s a re  re quir ed  in  th e pu bl ic  
in te re st .

Th e Ren eg ot ia tio n Boa rd  does no t re qu es t an y ch an ge  in  th e  am ount  of  it s 
ap pr op ri at io n as  se t fo rt h  on page  33, lin e 6, of th e bi ll.  Thi s am ount  is  $2,900, 
000, re pr es en ting  a re du ct io n of  $100,000 fr om  th e $3 mill ion origi na lly re ­
qu es ted in th e Ho use.

I t is th e  de si re  of  the Bo ard,  howe ver, to  carr y  on a mor e ac tive  liai so n pr o­
gr am  between th e mem be rs  an d staf f of th e  headquart ers  Boa rd  an d th e re gi on al  
bo ards  loca ted in New York, D et ro it,  an d Lo s An geles . I t  is th e  op inion of  th e 
Boa rd  th a t it s po lic ies  an d pr oc ed ur es  ca n be carr ie d  ou t in  th e fie ld mo st 
eff ec tiv ely  by i»er iodic co nfer en ce s w ith th e pe rs on ne l of  such  field  offices. The  
Boa rd  also  de si re s to  in su re  th a t sufficie nt tr ave l fu nds a re  av ai la bl e to  en ab le  
it s pe rson ne l to in sp ec t th e  p la nt or  p la nts  of  th e contr ac to r whe ne ve r deemed 
ne ce ssary. Such p la n t in sp ec tio ns  ar e  es se nti al  to  th e B oar d’s under st an din g of 
th e contr ac to r’s bu sine ss  an d are  th ere fo re  es se nti al  to  a fa ir  an d eq ui ta bl e 
ad m in is tr at io n of  the ac t.

Th e bu dg et es tim at e of  th e  Bo ard,  su bm it te d fo r it s 1962 ap pro pri at io n, in ­
clu de d an  am ou nt  of $21,(XX) fo r tr avel ex pe ns es . F or th e reas on s se t fo rt h  
above, the Boa rd  has  su bm it te d to  th e B ure au  of th e  Bud ge t a su pp le m en ta l 
es tim at e in cr ea sing  it s es tim at e fo r tr avel ex pe ns es  to  $45,000, re pre se nting an  
in cr ea se  of $24,000. I f  su ch  su pp le m en ta l est im ate  is  ap pr ov ed  by th e  B ure au  
of  th e Bu dg et.  I as su m e th a t a re qu es t fo r th e  ad dit io nal  fu nds w ill  be su b­
m it te d by th e P re si den t to  th e C ongress in  d ue  c ou rse .

Sinc erely yo ur s,
L awren ce E . H artwig , C hair m an.

BOARD PO SIT ION

Senator Magnuson. And you also mention a language item on 
travel.

Maybe you had just better read us this letter. It  is short.
Mr. H artwig. Yes; the Board position is set forth  in thi s le tter of 

June  9 to the committee.
D ear Senator Mag nu so n: I ha ve  you r le tt e r of  .Tune 2, 1961, re fe rr in g  to  th e 

inde pe nd en t offices ap pro pri at io n  bi ll fo r 1962 as  re por te d to th e Ho use, an d re ­
qu es ting  th a t I in dic at e w he th er  an y ch an ge s a re  requ ired  in th e p ub lic  in te re st .

Th e Ren eg ot ia tion  Boa rd  does no t re qu es t an y ch an ge  in th e am oun t of  it s ap ­
pro pri at io n  as se t fo rt h  on pa ge  33. lin e 6, of th e  bill . Thi s am ou nt  is $2,900,000 
re pre se nting a re du ct io n of  $100,000 from  th e  $3 mi llio n origi na lly re qu es ted 
In th e House .

I t is  th e de si re  of  th e Boa rd , ho wev er , to  ca rr y  on a mo re  act iv e liai so n pr o­
gr am  be tw een th e me mbers an d staf f of th e headquart ers  Boa rd  an d th e reg iona l 
ho ar ds  loca ted in New  York, D et ro it , an d Lo s Angeles.  I t is th e  op inion of  the 
B oa rd  th a t it s po lic ies  an d pr oc ed ur es  ca n be  ca rr ie d out in th e field  mos t ef ­
fect iv el y by  pe riod ic  co nferen ce s w ith  th e pe rson ne l of  such  field  offices. Th e 
Boa rd  al so  de si re s to  in su re  th a t sufficie nt tr av el  fu nd s are  av ai la ble  to  en ab le  
it s pe rson ne l to  insp ec t th e p la n t or  p la nts  of  the co nt ra ct or w he ne ve r dee med 
ne ce ss ary.  Such pl an t in sp ec tio ns  a re  es se nt ia l to th e B oar d’s under st an din g of 
th e  co ntr acto r’s bu sine ss  an d a re  th ere fo re  es se ntial  to  a fa ir  an d eq ui ta bl e ad­
m in is tr at io n  of  th e  act .

Th e bu dg et  es tim at e,  of  th e  Boa rd , su bm it te d fo r it s 1962 ap pro pri at io n, in­
clu de d an  am ou nt  of  $21,000 fo r tr av el  ex pe nses . F or t he re as on s se t fo rt h  above,  
th e  Boa rd  has  su bm itt ed  to th e  B ur ea u of  th e Bud ge t a su pp le m en ta l es tim at e 
in cr ea si ng  it s es tim at e fo r tr av el  ex pe ns es  to  $45,000. re pre se nting an  in cr ea se  
of  $24,000. I f  su ch  su pp le m en ta l est im ate  is ap pr ov ed  by  th e B ure au  of  th e
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Bu dget,  I as su m e th a t a re qu es t fo r th e  a ddit io nal fu nds w ill  be su bm it te d by the 
P re si den t to  th e  Con gres s in  d ue  co urse .

TRAVEL LANGUAGE

Senator Magnuson. Let’s understand that.  If  we should agree to 
increase this  to $45,000, those funds are not included in this estimate; 
is tha t correct?

Mr. Hartwig. The present estimate before you includes $21,000 for 
travel.

Senator Magnuson. The present House figure-----
Mr. Hartwig. Is $21,000.
Senator Magnuson (con tinuing) . Includes only $21,000?
Mr. Hartwig. Yes.
Senator Magnuson. And if we should agree tha t you need to up it 

to $45,000, would you have to have additional money or could you 
work within-----

Mr. II artwig. We could work within the $2,900,000 in those cir­
cumstances.

Senator  Magnuson. Mr. Cooper, the committee clerk, tells me that 
the House has informed us that  they will consider this  in a supple­
mental.

Mr. H artwig. Yes, sir. We were advised th at tha t was the appro­
priate procedure.

Senator  Magnuson. But i f we should put it in ?
Air. H artwig. Then I assume th at a supplemental would be unnec­

essary.
Senator Magnuson. And you could live within this  figure.
Mr. Hartwig. Tha t is right , sir.
Senator Magnuson. In other  words, what you are striving at is to 

get more of the-----
Mr. Hartwig. Inasmuch as this is an earmarked figure, we want 

to be sure tha t the amount earmarked fo r travel next year is $45,000.
Senator  Magnuson. 1 am trying to save a little time. Instead of 

having  tha t item in the supplemental, grind ing it all throu gh the proc­
esses, we might be able to put it in here, and then i f the House agrees 
to it, why then you are out of the woods on it.

Air. Hartwig. I understood tha t the House preferred tha t we 
would-----

Senator AIagnuson. Yes; I am sure they would.
Air. H artwig. And, in fact, I think the  present status of the matter 

is that  the Budget Bureau is just about ready to submit the item.
Air. Haggerty. It  was submitted thi s morning to the President, sir.
Air. H artwig. It  was submitted this morning.
Senator Magnuson. So we will have no trouble with budget ap­

proval.
Air. Hartwig. No, sir.

PEND ING ACT IVE CA8 E8

Senator AIagnuson. Probably it is in the House record, but how 
many cases do you have now pending, active cases?

Air. Hartwig. Active cases, the total number of cases pending at 
the end of May was 865.

Senator AIagnuson. How does that compare with last year’s figure 
when you appeared before us last year.
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Mr.  H artwig. Th e backlog  at  the  end of  last  ye ar  was 1,112.
Se na tor  Magnuson. Whic h would be abou t the  same time  as now?
Mr.  H artwig. Yes, sir.
Se na tor  Magnuson. So you have  been ca tch ing  up a lit tle  bi t on 

the num ber  of cases ?
Mr. H artwig. Yes, sir.
Se na tor  M agnuson. That  doesn’t necessa rily  m ean  th at  800 doesn 't 

give you as m uch work as  100.
Mr. H artwig. That  is  rig ht , sir, because  some o f the  cases a re more  

com plicated .
Se na tor  Magnuson. An d the  amoun ts involve d aren ’t necessar ily 

a cr ite ria eithe r, because there are  cases where  some inv olv ing  a 
smaller amount might  be more work th an  othe rs wi th a gr ea te r 
amo unt.

Mr.  H artwig. Ex ac tly .
Se na tor  Magnuson. But. do you th in k th at  you  are sufficiently up 

on your  cases, or  do you feel th at  there is a lit tle  reg ulato ry  lag  in 
here .

Mr. H artwig. I th ink th at  we are  suffic iently up on our  cases. I 
have been Ch air ma n of  the  Board  since Apr il 13, and I am very 
happ y wi th the pro gre ss we have made since the n. I th ink th at  we 
can  make  fu rthe r pro gre ss in the  mo nth s ahead. An d as a mat te r 
of fac t, I th in k th at  we will be grea tly  ass iste d in th is prog ram  of 
reduci ng o ur back log if  the amo unt  fo r tra ve l is increased. No t only  
th at , bu t I th in k it  would be beneficial to  the en tir e opera tion, be­
cause it  is essentia l th at  we un de rst an d the na tu re  of the  opera tions 
th at  we are re negotia ting.

TI ME RjEQUIRED FOE FI NA L SETTLEME NT OF CASES

Senator  Magnuson. A fter  a case is cer tifie d to you fo r ren egoti a­
tion , wh at would be the ave rage tim e un til  th e final sett lem ent  ? I 
appre cia te th at  some are longer  and some are sho rte r. Bu t do you 
have  an average  ?

Mr. H artwig. I s th is an overall ave rage you w an t ?
Senator  Magnuson. Yes.
Mr. H artwig. You mean  the  a verage  fo r a re fund  case, or overa ll ?
Senator  Magnuson. An overall  ave rage, when the  mat te r as fa r as 

the bus iness  is concerned  is considered set tled .
Mr. ITartwig. Ab ou t 15 to 18 mo nth s af te r we ge t the filing , in 

cases assigned to the  field for full -scale  r enegotiation  proceed ings .
Sena tor  Allott. I ha te fo r you to  men tion  th at  ref un d business. 

Doesn’t it  occasionally  work on the  othe r side  of  the fence?

SCRE ENIN G PROCESS

Mr. H artwig. Yes; indeed. I  mentio n th a t because  we do have  a 
screen ing process. We screen out a lit tle more than  70 perc en t of the  
cases. An d those cases are  completed in a m at te r of  weeks af te r the  
filing.

Sena tor  Allott. I  notice th at  in yo ur  tab le 2, in the  House  par t 1 
rep ort on page 12, those are  the  scre en-o uts you are  ta lk ing abo ut?

Mr. ITartwig. Yes. Those na tu ra lly  can be com pleted much more 
expedi tiou sly  than  cases which requir e full  ren ego tia tion.
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TOTAL EXCESS PROFITS DETERMINED

Senator Magnuson. I think  we ought to put  in the record, Senator 
Allott, on page 16 of the justification  of this Board, tha t from the 
date of the  establishment of the Board up to June 30, 1960, the Board 
has determined excess profits in total amount of $836,520,934. And 
in addi tion, the agreements and orders in process as of June  amounted 
to $11,641,489.

Senator Allott. The next sentence, too, Mr. Chairman.
Senator  Magnuson (reading) :
No figures for voluntary refunds  or price  reductions  are  available  for  con­

tra cto rs below the floor or w ithheld from  renegotiation .
Senator A llott. They say in thei r justification :
Further,  as of the same date,  con tracto rs assigned for reneg otiat ion have  

made volu ntary refunds  and price reductions in the amount of $1,111,675,277.

TOTAL EMPLO YEES

Senator Magnuson. H ow many people do you have total ?
Mr. H artwig. 273.
Senator Magnuson. Would you put in the record the spread between 

the field offices and the Washington office ?
Senator Allott. And I am sure this is included in here. What is 

the breakdown—and I don’t know, you can refer me to it—what is 
the breakdown in the professional qualifications? How many of 
those are lawyers, and how many are accountants, fo r example?

Mr. Haggerty. We have nine lawyers and—you need it for the 
field, the total ?

Senator Allott. The total.
Mr. H aggerty. There are three  in the field and six at headquarters.
Senator Allott. And accountants?
Mr. Haggerty. We have 8 accountants in Los Angeles, 11 in 

Detroit, 21 in New York, and in the Washington  office, we have 8.
Senator Allott. Wha t is the bulk of the balance—How would you 

classify from an occupational standpoint the bulk of the rest of your 
people, assistants to these people, what ?

Mr. Haggerty. No, sir. We break it down into what we call pro­
fessional and clerical. Now, in the Office of Review, all the reviewers 
are professionals, and in the field all the renegotiators-----

Senator Allott. You mean professionals in various fields of  busi­
ness ?

Mr. H aggerty. Yes, sir. Our renegotiators are not necessarily all 
bankers, they are not necessarily all businessmen, but they all have 
experience in the business field.

Senator Allott. You see, we only see you once a year, and this is 
the only opportunity we have to find out what this  is.

REGIONAL BOARDS

Mr. Hartwig. Well, we have three regional boards, five board mem­
bers on each board. Those people we would classify as professionals, 
persons with broad business and financial experience.

In addition to tha t, in each regional board we have a Division of 
Renegotiating, and a Division of Accounting. And the Division of
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Renegot iating would include renegotia tors who also have broad busi­
ness experience. Those are the people who evaluate the business to 
determine whether the profits are reasonable or not.

HEADQUARTERS PERSONNEL

In the headquarters the persons of comparable experience are those 
in the Office of Review who review the cases coming in from the field. 
They also are people with business experience.

And then you have the Division of  Accounting in headquarters as 
well, and a legal staff.

Senator  A llott. I think  that answers my question sufficiently.
FILING  PROVISION

Senator Magnuson. You still a re operating under the same formula 
where your contractors having a million dollars or less of receipts or 
accruals from renegotiable business, are not required to file, but  may 
elect to do so ?

Mr. H artwig. Yes; tha t is the statuto ry provision.
Senator Magnuson. For  the  purpose of the record, when you speak 

of the million-dollar minimum, you are talking about the prime con­
trac tor ; are you not ?

Mr. Hartwig. No; we are talking  about anybody who is subject 
to the act.

Senator Magnuson. Supposing I had a $2 million contract, and I 
split it up into six subcontracts?

Mr. Fensterstock. Well, the million-dollar figure, Senator Mag­
nuson, refers to any contractors’s o r subcontractor’s total receipts or 
accruals under all his renegotiable contracts or subconstracts. I t is 
not a figure applicable merely to prime contractors, it is applicable 
equally to subcontractors.

Senator Magnuson. But if the prime contrac t is over a million 
they are all subject-----

Mr. Fensterstock. If  the  prime contractor’s tota l renegotiable re­
ceipts are over $1 million, then tha t prime contract is subject to re­
negotiation for tha t year. The figure of $1 million refers  not  to the 
amount payable under any individual contract, but to the total re­
ceipts of the contractor under all his contracts and subcontracts in 
the course of his fiscal year.

Senator Magnuson. I see. And then in cases where you look over 
a contract and it shows patent losses, obviously no excess profits, tha t 
case can be settled right  here quick at headquarters?

Mr. Hartwig. Screened out. Over 70 percent of the cases are in 
tha t category.

Senator Magnuson. And the rest of them are sent out to the re­
gional offices to be looked over. Tha t is the way you have operated 
it for some time?

Mr. H artwig. Yes, sir.
Senator Allott. Withholdings are shown I believe, on page 17— 

page 15 of your justification.
Air. H artwig. Yes.
Senator Allott. Thank  you.
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Senator  Magnuson. I have no fu rther questions.
Senator  Alloi't . I have no fur the r questions.
Senator  Schoeppel. I have no questions.
Senator  Magnuson. We will recess unti l 2 o’clock tomorrow, when 

we will hear several outside witnesses on the whole bill. And then we 
will put the Veterans’ Adminis tration off until Monday morning a t 10 
o’clock, on the basis that we have a full committee markup of Com­
merce in the morning at 10 here, and all of us want to be there.

(Whereupon, at 3:25 p.m., Thursday, June  22, 1961, the subcom­
mittee adjourned, to reconvene at 2 p.m., Friday, June 23, 1961.)





INDEPENDENT OFFICES APPROPRIATIONS FOR 1962

FR IDAY , JUNE  23, 1961

U.S. Senate,
Subcommittee of the Committee on Appropriations,

Washinffton, D.G.
The subcommittee met at 2 p.m., pursuan t to  recess, in room F-37, 

U.S. Capitol Building, Hon. Warren G. Magnuson (chairman) 
presiding.

Pre sen t: Senators Magnuson, Robertson, Monroney, Allott, Kuchel, 
and Schoeppel.

Also present: Senator Metcalf.

General Services Administration

Stockpiles of Manganese and Chrome

STATEM ENT OF HON. LEE METCALF, A U.S. SENATOR FROM TH E 
STATE OF MONTANA

General Statement

Senator Magnuson. The committee will come to order.
My colleague from Montana is here. Lee, we will be glad to hear 

from you. I unders tand tha t you want to testify on the GSA up­
grading of materials.

Senator Metcalf. Yes, sir, Mr. Chairman.
Mr. Chairman, I am gratefu l for the chance to appear before this 

subcommittee and call attention  to several items of special interest to 
Montana.

LETTER FROM SENATOR MA NSFIELD

If  the Chairman would permit me, I would like to read a letter  
addressed to Hon. Warren G. Magnuson, chairman, Subcommittee on 
Independent Offices Appropriations, U.S. Senate, Washington 25, 
D.C., dated June  23,1961.

Dear Mr. Chairman : My colleague, Senator  Lee Metcalf, is appea ring  before 
your  subcommittee this afternoon in supp ort of seve ral different Independ ent 
Offices Appropr iations items of considerable  importance to the Sta te of Montana.

I had  also planned to tes tify  before your  subcommittee  in  suppo rt of the  same 
programs  but  because  of prior commitments on ma tte rs which will tak e me 
away from the  Hill  today, Senator Metca lf will be presenting a joint stateme nt.

As the Chai r knows, the prior  commitments are commitments at 
the White House this  afternoon.

The views as expressed  by Senator Metcalf will have my complete concur­
rence and as you and the  othe r members of the subcommittee will note we are  
especially  interested in fu rth er  clarif ication of language pertaining to the up- 
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grading of Government stockpiles of manganese and chrome. I hope to have 
an opportunity to discuss this matte r with you personally before final action 
is taken on the appropria tions bill.

The lette r is signed by the distinguished Majori ty Leader, Mike 
Mansfield.

My colleague from the Fir st Congressional Distric t in Montana, 
Mr. Olsen, has asked me to speak for him, as well as Senator Mans­
field and myself. As representatives of a mining State we naturally  
are quite interested in the appropriation for the st rategic and critical 
materials stockpiling program.

H ous e L an gu ag e

The House approved, in the  section of H.R. 7445, page 23, dealing 
with this subject, this language :

Provided further, Tha t during the current fiscal year materia ls in the in­
ventory maintained under the Defense Production Act of 1950, as amended, 
shall be available, without reimbursement, for trans fer at fai r market  value to 
contractors as payment for expenses of refining, processing, or otherwise bene­
ficiating materials, pursuant to section 3(c ) of the Strategic and Critical Mate­
rials Stockpiling Act, into a form best suitable for stockpiling.

This language represents a step in the right direction but in our 
judgment it should be amended to explicitly spell out congressional 
intent tha t:

(1) Payment for upgrading is not to be l imited to “in kind” 
materials, but can include other  materials  or a combination of the 
two, or a combination of cash and mater ials; and

(2) Long-term contracts for performing upgrading  are con­
templated.

Accordingly, we suggest t hat  the phrase “dur ing the current fiscal 
year” be deleted from the above, and tha t to the paragraph should 
be added this concluding language (to follow the word “stockpiling,” 
on line 10, page 23, of the House bill) :
•and the trans fer of such materia ls either in kind or otherwise shall be in addi­
tion to funds appropriated  herein for such purposes: Provided further, Th at the  
administrator is hereby authorized to enter into contracts for such refining, 
processing or beneficiating of materia ls without regard to any existing fiscal 
year limitations.

FUN DS REQUIRED

Fur ther , Mr. Chairman, we believe that $15 million should be ap­
propriated for the upgrading, beneficiation and /or  conversion of 
chrome and low-grade manganese ore o r concentrates into a more us­
able form. Without such an appropriation it would be difficult for 
smaller companies with limited capital  to undertake this work. On 
this point, Senator Mansfield already has asked tha t a telegram re­
ceived from Mr. John H. Cole, o f the Domestic Manganese & Devel­
opment Co. a t Butte , Mont., be put into the record.

Senator  Magnuson. Without objection—I have the wire here, I will 
put this into the record.

Senator Metcalf. Thank you, Mr. Chairman.
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(The wire referred to follows:)

U.S. Sen at e,
Com mit tee  on R ul es  and  Adm in istr at io n,

Jun e 21, 1961.
lio n. W arren Mag nu son,
Chairman, Subcommittee on Independent Offices Appropriations,
U.S. Senate, Washington, D.C.

D ear Mr. Cha irma n : Enclosed is a copy of teleg ram I have  received from 
Joh n H. Cole, of the Domestic Manganese & Development Co. in Butte , Mont.

Mr. Cole makes some recommendations concerning fu rth er  clarific ation of the  
langu age contain ed In the independ ent offices app ropriat ions bill rela tive  to up­
grad ing and beneficiation  of Government stockpiles of low-grade ores.

This  is a ma tter abou t which both Senato r M etcalf  a nd I intend to discuss at  a 
la te r dat e w ith members of the subcomm ittee b ut we would appreci ate havin g th is 
telegram made pa rt of th e official record of your hearings.

Thankin g you and with  best personal wishes, I am,
Sincerely yours,

Mik e  Man sf ie ld .

B ut te , Mont., Ju ne  H , 1961.
Senator  Mik e  Man sfiel d,
Senate Office Building, Washington,  D.C.:

Following wire sent  to Senator  Magn uson: “Un ders tand  H.R. 7445, independ­
ent office appr opriation bill passed the House June  7 and is now before your 
committee. It has  been suggested to your  committee  th at  $15 million be appro­
priate d for the upgrading, beneficiation, and/o r conversion of chrome and low- 
grad e manganes e ore or concentra tes into a more usable form. We would app re­
cia te grea tly if you will give this suggestion considera tion.  We are fam ilia r 
with  House Report No. 449, pages 11 and 18, but  pre fer  a str aig ht appr opriation . 
Whethe r a straig ht appropriat ion is m ade o r paym ent in kind  o r other  method of 
paym ent it  should be definite ly stated th at  mang anese  and chrome will be up­
graded,  the  tonnages  named, and the time required  fo r so doing. In the  case 
of mangan ese and chrome of which over 90 perc ent is produced in foreign coun­
tri es  a t a much cheaper cost tha n it can be produced in the  United State s. It  
would almos t be impossible for a producer of manganese or chrome to marke t 
eit her produ ct at  thi s time. Therefore  legislation  should provide  th at  a con­
tra ctor  be paid in an orderly businesslike fashion withou t price  cut ting  and 
dumping whe ther  paym ent is in kind or in a combination with different ma teri al 
or mat eria ls now in the  nat ion al stockpile in the form of finished p roduct.”

I expect to be in Washingto n Sunday.
Dome stic Man ga nes e & Develop men t Co.,

By JonN  n. Cole.

Corresponden ce

Senator Metcalf. Also, I  am pleased that a fellow Montanan, Mr. 
John Bley, vice president and general manager of American Chrome 
Co., at Nye, Mont., is here and will be available to testify to the  com­
mittee later this afternoon.

At this point, I would like to insert in the record supporting tele­
grams from: Gov. Donald G. Nutter of Montana; George Debelly y president  of the Columbus, Montana Jaycees: W. G. Maloney, secre­
tary-manager of the Mining Association of Montana, Butte ; Mayor 
Vem Griffith of Butte, Mont.; Thomas J. Collins, director of the 
Montana State Planning  Board, Helena, Mont.; John William, chair ­
man, Montana Chamber of Commerce Industrial  Committee, Helena, 
Mont.; Trygve Brensdal, president, Columbus, Montana Kiwanis 
Club; William Hand, president, Southwestern Montana Mining Asso­
ciation, Dillon. Mont.; Dorothy Ferrero, secretary-treasurer, Butte 
Laundry and Dye Workers Union, Local 25, Butte, Mont.; George' 
Blair, secretary, Metal Trades Council, Butte, Mont. ; Matthew Cas-



758 INDEPENDE NT OFFICES APPROPRIATIONS, 19 62

sick, president Boilermakers Local No. 130, Butte, M ont.; Henry Han­
son, president, Columbus, Montana Civic Club; Merchants Associ­
ation, Absarokee, Mont.; Lions Club, Absarokee, Mont.; Juni or Cham­
ber of Commerce Civil Club, Absarokee, Mont.; Austin Smith, sub­
distric t director, Uni ted Steel Workers  of America, Spokane, Wash.; 
Dan Harr ington, executive secretary, Butte  Citizens’ Project and 
John  D. O’Brien, secretary, Brewery Worker’s Local 104, Butte, 
Mont.

Senator Magnuson. We shall put those in the record in full.
(The telegrams referred  to follow:)

Helena, Mont.
Senator Lee Metcalf,
Senate Office Bui lding,  Washington, D.C.:

Respectfully  urge  y our continued suppor t of provis ions of H.R. 7445 designed 
to aid  and rev ital ize Montana mining industry. Likewise urge sui tab le amend­
ment which will assure  stockpiling of meta llic mater ials includ ing chrome and 
manganese in form readily  availab le f or defense  uses. Emphasis need for action 
to preclude any  possibility of discontinuance  of ext ract ion or process ing of 
mineral in potent ial jeopardy  caused by Nat ion’s Dependence upon sources  
which are  in or might f all  in to unfriendly hands.  Cannot emphasize  too strongly 
the importance to Montana economy and to curre nt and fu tur e defense  needs of 
the Nation.

Donald G. Nutter,
Governor.

Columbus, Mont., Jun e 15,1961.
Sena tor Lee Metcalf,
Senate Build ing, Washington, D.C.:

Give at ten tion to Independent Offices A ppropria tions bill to include upgrading 
chrome and manganese stockpiles. Clari fy language of House bill. Economic 
conditions in area s’ several States could be improved, including Montana. Your 
cooperation will be appreciated.

Geo. Debelly,
President, Columbus Jaycees. 
Butte, Mont., Jun e 11/, 1961.

Senator  Lee Metcalf,
Senate Office Building, Washington, D.C.:

We know th at  you have  always  supported  the upgrading of chrome and man­
ganese ores and  concentrates. Therefore, we merely wish to advise you th at  
we are for H.R. 7445 which passed the  house on Jun e 7. It  is our info rmation  
that  hearings are to be held by the Indepen dent  Offices Subcommittee of the 
Senate  Appropriations Committee, Monday or Tuesday of nex t week. Will you 
please supp ort thi s bill with the proviso th at  it be amended so a s to expressly 
spell out congressional intent  (1) as to what mater ials are to be upgraded ; 
(2) as to whethe r paym ent for upgrading is to be in kind, in othe r mater ials or 
a combination of the two, or a combinat ion of cash and ma ter ial s; (3) as to 
include author ization  for  long-term con trac ts—say up to 10 years—for  perform ­
ing upgrading. All three suggested amendments are  vita l to the  success ful 
opera tion of the  projected upgrading program. All possible safe gua rds  should 
be adopted to gua rd again st disru ption or inte rference with  normal marketing  
and price  stru ctures . Chrome and manganese , of course, should be included in 
any spelled-out lis t of materia ls to be upgraded. The  upgrading of all types of 
subspecificat ion grade materials in the  stockpi le is desirable  as a con tribu tion 
to the overall nat ional securi ty, but  of  al l the ma ter ials in the stockpile, upg rad­
ing of chrome and  manganese offers the  gre ate st opportunitie s in reliev ing un­
employment  and economic distr ess in widely dispe rsed geographic are as  of the 
Nation as well as the depressed are as in Montana w hich have been so declared— 
namely, Bu tte  and  Nye, Mont., contiguous to Billings, will be ent itled to the  
same ruling as the  dist ressed areas if the  chrome operation s in that  community 
are  forced to sh ut down.

Mining  Association of Montana,
W. G. Maloney, Secretary-Manager .
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Butte, M ont., Ju ne  22 ,19 61.
Senator  L ee M etcalf,
Senate Office Building, Washington, D.C.:

We und ers tand th at  $15 million has  been asked of Congress to upgra de stock 
piles of mangane se in Butte, Mont. We hea rtily  recommend th at  Congress 
appro ve this because of the  economic situa tion  in But te. Itega rds.

Vern Griffith, Mayor. 

Helena, M ont., Ju ne  22,1961 .
Senator  L ee M etcalf,
Senate Office Building, Washington, D.C.:

Respectfully  urge  you supp ort H.R. 7445 as it perta ins  to aid ing  and revital iz­
ing Montana’s mining indu stry . Also urge you specifically supp ort any other 
provis ions of thi s ac t which will help Mont ana’s economy and our nationa l 
defense  needs.

Thomas J . Collins,
Director, Montana  Sta te Plan ning  Board.

Helena, M ont., Jun e 22, 1961.
Senator  L ee M etcalf,
W ashing ton, D.C.:

We commend your supp ort of provisions in H.R. 7445 for defense stockp iling 
of metals, and strongly urge your continued effort for  inclusion of chrome con­
cen tra tes  upgrading in th at  bill. We are informed app rop riat e amen dments to 
H.R. 7445, now in Subcommittee of Senate Appropriations Committee, will up­
grade chrome concentra tes to ferroch rome and per mit  payment in kind from 
Fed eral  metal  stockpile s for  this upgrad ing to a qua lity  necessary for  indus­
tr ia l use. We supp ort such amendment and urge  your  efforts  toward its adop­
tion. Continued chrome produc tion and process ing is most essen tial to Mon­
ta na ’s economy and to defense needs, since present chrome supplies could easily  
be jeopard ized in emergency which will similarly  and consisten tly aid Mon tana ’s 
metal extr action and processing indus tries, including m anganese.

M ontana Chamber of Commerce 
Industrial Committee,

J ohn W illiam , Chairman.

Columbus, M ont., Jun e 14 ,19 61.
Hon.  L ee M etcalf,
U.S. Senate,  Washington, D.C.:

We have been advised by American Chrome Co. th at  the  independ ent offices 
appropr iatio n bill does nothing for our chrome and mangan ese stockpiles  in thi s 
area with litt le or no rain in this area . Economic conditions are  stra ined . Re­
spectful ly requ est language in House-passed bill be cla rified to include upgrading  
of chrome concentrates.

Columbus Kiwanis  Club, 
Trygve Brensdal, Preside nt.

Dillon, M ont., Ju ne  13, 1961.
Sena tor L ee Metcalf,
Senate House of Washington,  D.C.:

We know you are  in favor of and have  ass iste d the mining ind ust ry rela tive  
to upgr adin g chrom ite and mangan ese ores and  concentrates. We believe the 
bill passed  by the House  on upgrad ing of these  metals will help the mining  indu s­
try.  Possibly some of  the languag e used in the House bill should be clarified so 
th at  int erp retation is more positive to the  orig inal  inten t. Tha nk you for  your  
continued s uppor t.

Southwestern M ontana M ining 
Association,

Bill Hand , President.
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Butt e, M ont .
Sen ator Lee M etca lf,
Sen ate  Office Building ,
Washington, D.C.:

Please press for appropriat ion of $15 million th at  has  been asked of Congress 
to upgrade mangan ese ore stockpiled at Butte , Mont. We highly recommend 
th at  th is be done because of th e economic sit uat ion  in B utte .

Butt e Laun dry  & D ye  W orkers  Uni on , 
Local 25

Dorothy F errero, Sec reta ry-T reas urer.

Butte , M ont., Ju ne  22, 1961.
Senator Lee  M etcalf,
Old Senat e Building,
Washington, D.C.:

Due to the serious economic condition now exis ting  in Butte , we o f the Metal 
Trades  Council, urge  you to do every thing possible to ass ure  the passag e of the 
$15 million bill aske d of Congress to upgr ade the  stockpi le of manganese ore in 
Butte.

George Blair,
Secreta ry, Metal  Trad es Council.

But te , M ont ., June  22, 1961.
Hon. Lee M etcalf,
U.S. Sena tor,
Old Senate Build ing,
Washington, D.C.:

The $15 million asked of Congress for the upg radi ng of the stockpiled man ga­
nese ore i s of vita l importance  to our community  and  we s trongly urge its  passage 
because of economic conditions now existing  in  B utte.

M at th ew  Cassi ck ,
President,  Boilermaker s Local No. 130, But te, Mont.

Colum bu s, M ont., June  13, 1961.
Senator  Lee M etc alf,
Senat e Building,
Washington, D.C.:

We respe ctfully  requ est you do everyth ing possible to include in independen t 
offices appr opriation bill a spelling out of provisions for upgr adin g chrome 
and manganes e stockpiles. Economy in seve ral are as of State , includ ing our  
own, would greatly  improve as a resu lt. Language  of bill as passed  by House 
needs clarification.  Your usual  fine cooperation will he appreciated .

H enr y H an so n, 
Preside nt, Columbus Civic Club.

Absarokee, M ont ., Ju ne  13, 1961.
Sen ator  Lee  M etcalf,
Senate Building ,
Washington, D.C.:

Reque st and urge your cooperation in having included in indep endent offices 
app ropriat ions bill provisions for upgrading chrome and manganese  stockpile. 
Language in House passed bill should be made clear. Thi s would grea tly 
benefit economic conditions in this are a which produces chrome or a stra tegic 
meta l for defense  use.

M erch an ts  Asso cia tio n,
L ions  Clu b,
Junior Chamber  of Comm erce, 
Civic  Clu b.
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Spokane, Wash ., June 12,1961.
Senator  Lee Metcalf,
Senate Office Bu ilding , Washington, D.C.:

Spelled out provisions for upgrading  chrome and magnesium stockpiles in 
the I ndust ria l Office Appropriat ion bill would be of great  benefit to ar ea  economic 

conditions. Language in House-passed bill should be clarified. Your coopera­
tion will  be great ly apprecia ted.

Austin Smit h,
Subdist rict  Director ,

United Steel Workers of America.

Butte, Mont., Jun e 23,1961.
Senator  Lee Metcalf,
Senate Office Building, Washington, D.C.:

Dear Senator Metcalf : The Butte citizens’ project again urges you to give 
favo rable considera tion to the request for assis tance in upgrading  manganese 
stockpile on h and in Butte . Any favo rable action along this line would furth er 
assis t in dim inishing unemployment in this vicinity.

Sincerely,
Dan Harrington, 

Exe cut ive  Secretary. 
Butte, Mont., Ja ne  22,1961.

Senator  Lee Metcalf,
Sena te Office Building, Washington, D.C.:

Fifteen  million dollars ha s been asked of Congress to upgrade  stockpiled manga­
nese ore at  Butte. We hea rtil y recommend th at  this  be done because of the 
economic situatio n in Butte.

J ohn D. O’Brien,
Secre tary, Brewery Workers Local No. 101/,

Butte,  Mont.
House Report

Senator Metcalf. Now, Mr. Chairman, let me turn  now to a few 
other items.

Senator Magnuson. Well, now, before you leave that , I  have a copy 
of the House report, page 11, which you read a par t of. The other 
language provides authority to upgrade certain materials in the form 
best, suitable for stockpiling and payments to contractors in kind and 
at thei r fair  market value. Your suggestion is that  they ought to 
have the flexibility, as I understand it, for payment either in kind 
or in cash.

Senator Metcalf. Yes, but, Mr. Chairman, in tha t language, I 
want to be sure tha t somewhere in the report or maybe in a colloquy 
on the  floor, it  is clear that  the minerals used for beneficiating or up­
grading are any kind of minerals.

For  instance, if you are going to beneficiate manganese, the inkind 
payment in addition to manganese can be copper or aluminum or 
something else or any other combination of minerals tha t are declared 
surplus in the stockpile.

To me, the  language in the House report and in the bill may be 
misinterpreted as ambiguous.

Senator Magnuson. They say certain materials. Do they define 
that?

Senator Metcalf. In  the hearings and in the bill, it is not yet clear  
that  that inkind refers to payment in the same type of mineral tha t 
is being upgraded or beneficiated. I think it should be made clear 
that i f you are beneficiating, for  instance, manganese, you can be paid
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in copper or aluminum or a combination of copper and aluminum, 
as well as manganese or something else.

Senator Magnuson. Well, I would think tha t the House really 
meant that , because they go on to say “with excess materials” you 
use the plura l—“in storage.”

Senator Metcalf. Tha t is right . I would think  they meant that  
and I  think  it  would be in the public interest to point that  out.

Senator Magnuson. All right.

F ederal Avia tion Adm inist ra tio n

Senator Metcalf. Mr. Chairman, the House has  approved the $70 
million budget estimate for matching gran ts to cities fo r ai rport  con­
struction, an appropriation  that we endorse.

Senator Magnuson. For  the record, thi s is in the section relat ing 
to the Federal Avia tion Adminis tration.

Senator Metcalf. Continuing this program certainly will be of 
benefit to Montana.

H ou sin g and H ome F in an ce  Agency

We also want to express a particular interest  in two items for the 
Housing and Home Finance Agency : the $25 million for the housing 
for the elderly fund and the $1,900,000 for college housing loans. 
Both these items have received the approval  of the House and we 
hope the Senate will approve them also.

Vete ran s’ Adm inist ra tio n

The Veterans’ Administration appropria tion approved by the 
House includes $50,000 to star t a $850,000 alterations project on the 
VA hospital at Fort Harrison , Mont. We hope the committee will 
look favorably on the $70 million hospital construction item in the 
House bill. Our veterans in Montana and other States will benefit 
from the expansion and improvement in hospital facilities this ap­
propriation would make possible.

Senator Magnuson. We appreciate your statement on that. We 
will be having the Veterans’ Administ ration witness up here on Mon­
day and we will ask him about this item.

Senator Metcalf. Thank you very much, Mr. Chairman.
Is the Congressman here, and does he want to testify, too ?
Mr. Battin. Yes, sir.

General Services Administration

STATEMENT OF HON. JAM ES F. BATTIN,  A RE PRESEN TA TIVE  IN  
CONGRESS FROM TH E STA TE OF MONTANA

Genera l Stateme nt

Mr. Battin. Mr. Chairman, I shall direct my  remarks mostly to 
those dealing with upgrading of materials. Montana is the largest 
source of supplies for  chromite in the United States, and the American 
Chrome Co. is our country’s largest producer.
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AME RICAN CHROME CO.

The company, I am inform ed,  will close its  opera tions  at  Nye, 
Mont., th is  fall if cong ressiona l actio n is n ot tak en  to con tinu e to aid  
in stockpil ing  and pa rti cipa tin g in a fer roc hro me  process which in 
real ity  pu ts chromite in more  rea dily usable  form.

Th is request, I th ink,  is vit al to our  na tio na l sec uri ty.  Much of 
the chrom ite  pre sen tly  used by the  strate gic  indu str ies  in Am eric a is 
im porte d fro m Tu rkey , Af ric a, and  oth er sources. Und er  the fe rro­
chrome process chrom ite  can be converted  and stockp iled  wi tho ut 
de ter ior ati on  and  rea dy fo r imm edia te use in the event  of  an  emer­
gency .

Ev en  in the event of  lim ited wa rfa re,  the  co un try  wou ld be in 
serious  t rou ble  i f ou r supply  o f thi s metal were  cu t off.

We  have the  experience of  W orld W ar  I I  and th e Ko rea n W ar  to 
show wha t can h appen. W ith  sabers r at tl in g tod ay, we ce rta inl y h ave  
to look to th e future .

Th is  is trul y a str ate gic  m ate ria l and one which is v ita l to ou r ind us ­
tr ia l economy. W ith  th e Un ite d State s consum ing  36.6 perc ent o f th e 
world  sup ply , based  on the  1959 wor ld pro du cti on  figure, and pr o­
ducin g only 2.5 per cen t of  the  same supply,  we m ust  th in k of  our  si tu a­
tion in the event Russia stopped shipm ents, or  preven ted  othe r ex­
po rte rs of  ch rom ite—w hich  Russia cont rols or can c ont rol  by th re at  o f 
wa r—from  s hipp ing th is vit al metal to us, we wou ld hav e a. har d tim e 
keeping our e fforts going.

REQU EST FOR A MENDMENT

By au tho riz ing the proposed amend ment and the  l ang uage refe rre d 
to by Senator  Me tca lf to H.R . 7445, the com mit tee  would be taki ng  
the  needed  action in thi s field.

W ith  all due  respect, I  urg e the com mit tee to  a ct fav orab ly on th is 
prop osed ame ndm ent , kee ping in mi nd  th at  80 percen t of the  known 
reserves  of  chrom ite  on the  en tire Nor th  Am erican  con tinent are  to 
be fou nd in one place, th at  is Nye, Mont. Should we lose th is,  I  am 
sure  we would be a t the mercy of  whate ver m ight  come.

Se na tor  Magnuson. I app rec iate th at and we shall tak e a l ong look 
at  th e lan guage t hat  S enato r M etcalf  sugg ests because I,  fo r one, have  
felt , an d t he  members o f th e comm ittee  have  on othe r occasions, th at  i f 
we have  th is here , we migh t as well get  it  as close to its  final  use ful  
for m as possible.

Mr. Bato n . I certa inly a gree , sir .
Sena tor  Magnuson. Al l ri gh t, t ha nk  you very much.

Letter F rom H arold J . W arren

Se na tor  Robertson. Mr. Ch air ma n, before  you take  up  anoth er 
item, I ask  unanim ous  c onsent to hav e a let ter  pr in ted in the  reco rd, 
fol low ing  the tes tim ony on manganese. Th is le tte r was prep ared  for 
me by Il ar old  J . Warr en , of the  Jo in t Com mitt ee on Def ense Pro ­
duc tion .

Se na tor  Magnuson. Al l rig ht , we sha ll pu t th at  in the rec ord  in 
full .
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(The letter  referred to follows:)
Congress of the United States,

J oint Committee on D efense Production,
June 23,1961.Hon. A. W illis Robertson,

Chairman, Joint Committee on Defense Production,
U.8. Senate, Washington, D.C.

Dear Senator Robertson : In response to your  telephone call yesterday re­
gard ing the upgrading of manganese , I am outlining  the fac ts which have been ascertained as of this time.

You inquired as to the  policy of the Office of Civil and Defense Mobilization 
and of the Department of the  Inte rio r on the upgrading of manganese w ith pay­
ments in kind. Mr. John Croston, who is in charg e of fo rmu lating disposal  p lans 
and related ma tters for  the General Services Administ ration, sta tes  t ha t he con­
siders payments in kind for the  upgrading of manganese  to be more in competi­
tion with foreign producers  tha n with domestic producers. This  would be tru e 
if the grade of the manganese  used for payments in kind is h igher th an the grade  
produced by the  domestic producers. The General Services Administ ration could 
avoid this  impact  on the domestic market by making adequa te provision in each 
contrac t as to the  grade of the material to be used as payment in kind.

The Office of Civil and Defense Mobilization has a classified direct ive dated 
December 1, 1960, called “Strategic Stockpile Procurem ent Direc tive.” An 
amendment to this  direct ive was issued on March 23, 1961, and is said to provide 
for the upgrading of manganese ore in the  stockpi le to manganese metal. The 
amendment also sta tes  that  upgrading costs may be financed by using materi als  
in the Defense Productio n Act inventory as paym ent in kind. It  is my und er­
stand ing that  the  materi al used for payment in kind may be the same as the 
materia l upgraded or it may be a  different material. For  example, it is my un­
ders tand ing that  one con trac t for upgrading manganese has been in the  process 
of negotia tion which would provide for nickel to be used  as payment in kind for  the  cost of upgrading.

The D epartment of the Int erior has usua lly opposed making payments in kind, 
as they have usually opposed most of the  disposal plans which have been drawn 
up by the Genera l Services Administra tion.  The most frequent  reason given is 
the impact on the  market. However, these decisions have been made on a case- 
by-case basis and there are  no published sta ndard s or policy stateme nts which 
have been issued by the Department of the  Inter ior  that  would clearly set for th 
the ir position. Under  the  procedure which has  been followed, each departm ent 
and agency having a n inte res t may veto a proposed sale or proposed payment in 
kind for upgrading. This  procedure was estab lished unde r the Eisenhower ad­
ministra tion  at  the highest level, the  previous procedure having been one of 
OCDM making the decision aft er obta ining recommendations from the  agencies 
having an interest. In some cases the  Departm ent of the Interior has  exercised  
the  veto for the  s ale of materia ls which were very small in quantity, amounts 
which could not possibly have an  impact on th e U.S. m arke t or  the  world market. 
As I mentioned to you on the phone, we recently  discussed these arbi tra ry  deci­
sions with Mr. Flory in the Department of the Inte rior . Since that  time a few 
sales have been approved, hut the quanti ties  are small. The Departm ent of the 
Int erior is no t likely to approve sales or payments in any k ind where  there is any 
possib ility of an impact on the market.

Paym ent in kind for the upgrading of materia ls, made from the Defense  Pro­
duction Act inventory, must be approved by OCDM and each departm ent and 
agency concerned except for materi als  for which disposal has been authorized  
previously .

A period of up to 2 years  from the  date of the contrac t plus necessary leadt ime 
may be allowed for the upgrading . This  length  of time is said to be allowed to 
avoid im pact on the  normal markets  of industry and to obtain more advantageous 
terms.

A specific case involving the  upgrading of meta llurg ical manganese  to elec­
trolytic manganese  metal is now being  considered by GSA and the  Union Carbide 
Co. Under the  proposed con trac t the  processing would be car ried out in the 
Mar ietta . Ohio, plant. This  pla nt is located in a surp lus labor area . The 
proposed con tract has been awaiting approval of the interested agencies for the  
payment in kind. I understand  th at  on Jun e 22, 1961, the Union Carbide Co. 
indicated to GSA th at  they are  inte rested in taking only Chilean  manganese ore
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as payment in kind, which type is not in the Defense Production Act inventory. 
The quantities in the stockpile and supplemental stockpile could not be released 
without congressional approval. It has also been reixtrted tha t there has been 
some discussion as to the use of nickel for payment in kind for the cost of up­
grading under this contract.

The General Services Administration advises th at there are no funds available 
in the 1962 appropriated funds for upgrading. The amount of $465,000, plus 
transp ortatio n and handling, is available in the 1961 budget for upgrading. 
Therefore, contracts for upgrading must be entered into by June 30, 1961, for 
payment in cash.

I have attempted to ascerta in the quantity of manganese which could be 
placed on the m arket through payments in kind, as related to the quantity to be 
upgraded. The figures tha t have been obtained indicate tha t the cost of upgrad­
ing 44.81 percent manganese to electrolytic metal amounts to 24.81 cents per 
pound for the metal, which metal would have a value of 33.75 cents per pound. 
For $679,898 wortli of metal, the value of the ore used is said to be $108,714. 
The processing cost amounts to $520,600. plus freight and handling charges. 
The original value of t he ore figures out to be about one-fifth of the processing 
cost, according to the figures obtained by phone.

It  is my understanding t hat  the  same consideration is being given to the impact  
on the market for the use of materials for payment in kind as would be given to 
the sale of any material.

Sincerely yours,
H arold J. Warren.

Sena tor  Magnuson. Al l r igh t.
You  are Mr. Adk erson,  th e American Manganese Producers  Associ­

ation , and you a re M r. B ley o f the  Americ an Chr ome Co.
American  Manganes e P roducers Association

STATEMEN T OF J. CARSON ADKERSON, PRESIDEN T

Genera l Stateme nt

Mr. Adkerson. Mr.  Ch airma n, I am J . Carson Adkerson , Woo d- 
stock, Va. I ap pe ar  as pre sident  of the  Am erican  Mangane se P ro ­
ducer s Associa tion , and fo r myslef as an ind ivi du al opera tor  in man­
ganese.

I  appre cia te the  op po rtu ni ty  to ap pe ar  before  thi s comm ittee.  
F ir s t and fore most I wan t to support , endo rse, and recom mend the 
sta tem ent  and the  recommen dations  made befo re th is committee to ­
da y by Sena tor  Metcalf  in behalf of him sel f and Sena tor  Mansfield 
wi th  reference to stoc kpi le up gr ad ing and  pro cessing of str ate gic  m a­
ter ial s. Mangan ese is the  No. 1 str ate gic miner al. I t  is im po rta nt  
in defense.

I have  a sho rt sta tem en t here  in reg ard to the  uses and impor tance 
of  m anganese . Inste ad  of  rea ding  i t, I will  ask th at it be inse rted  in 
the reco rd, and  th at  will conclude my sta tem ent . I  hope  the  recom­
mendations will be app rov ed. To save tim e of th e committ ee I will 
lim it my s tatement  to  thi s. Th ank you.

(The  stat em ent re ferre d to fo llo ws :)
In hearings before the House Committee on Appropriations for 1958, Mr. 

Marling J. Ankeny, Director of the Bureau of Mines said “Manganese is perhaps 
the most critical of all the strategic materials. Steel in quantity cannot be 
made without it, yet the United States normally must import over 90 percent 
of its needs” (p. 283 ). And in hearings on appropriations for 1959, he said 
“Because of its essential use in the production of virtual ly all steel, manga­
nese is fundamental  to the economic and strategic strength of the United 
State s” (p. 189 ).

Se na tor  M agnuson. Th an k you fo r being so c ons iderate.  Now we 
will  hea r from Mr. B ley.
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American  Chro me  Co.

STATEMENT OF JOHN BLEY, VICE PRESIDENT AND GENERAL 
MANAGER

P repared  Stateme nt

M r. Bley . I  ha ve  a p re pa re d s ta temen t.
Sen at or  Magnuson. We w ill  p ut th a t in t he  re co rd  in  fu ll.
(T he  sta tem en t ref er re d to  f ol lo w s:)

Mr. Chairman and members of the committee, my name is John Bley and I 
am vice president  and general manager of the American Chrome Co., which 
ope rate s a chromite mine and mill at Nye, Mont. We recently expanded our 
operation  to include a semicommercial  size pilot  pla nt to produce ferroch rome.

I wish to thank members of the committee for this opportunity to appear be­
fore  it to present my company’s views with respect to upgrading stockpile ma­
ter ials , and also to express my appreciation of the  intere st you have shown in 
the  past in the problems facing the domestic mining indu stry .

Hereaft er, I shall  refer to the American Chrome Co. as my company, with 
the  understa nding that  in so doing, I am speak ing only in a represen tative ca­
pacity.

Briefly, my company holds a long-term lease on chrom ite ore bodies, which 
are a major portion of the Stil lwa ter complex reserves, which, according to 
the  U.S. Bureau  of Mines, constitu te 80 percent of the known reserves of chro­
mite  on the  North  American Continent. Our mining and milling faci litie s have 
a capac ity of 1,000 tons ore per day, and could be doubled easily, through the 
ins tallatio n of additional equipment, should the occasion and necessity  arise.

The American Chrome Co. was originally  organized to undertake the  pro­
duction of 900,000 tons of 38 percent or bet ter  chrom ite concentra tes for the 
Government. Under the present production schedules thi s contrac t will be ful­
filled in October of this  year. The company has  invested in these fac iliti es at  
Nye near ly $4 ^ million, and provides the only ind ust ria l employment of any 
consequence within 65 miles.

Shutting down of our faci lity  when our  Government contrac t is completed 
just  4 months hence, which is inevitable under present conditions unless  pro­
visions are  adopted which will allow economic upgrading of the  900,000 tons 
of chromite stockpi le at  Nye, will res ult  in ano ther small economically dis­
tressed area , with  att endant human suffering, in a Sta te alrea dy so plagued with 
unemployment th at  10.8 percent of its total insured work force is on the  unem­
ployment rolls, compared  with a nat ional average  of 7 percent . Percentage­
wise, only Alaska, Maine, West Virginia, and Kentucky have a high er level of 
unemployment. As a Montanan and as an employer  of labor, I would hate to 
see more unemployment in our  State.

Since its inception, my company has not been content to jus t fulfill its con­
tra ct  with  the Government. At it s own expense, a .$285,000 resea rch and devel­
opment program has  been vigorously pursued in search for  an economic process 
and technologies for  upgrading chromite concentrates into a form read ily usable  
by the  U.S. steel indu stry . A tota l of $684,000 has  been invested  in the  afo re­
mentioned semicommercial pilot plant, and nearly $1 million in operating  it.

The end results  of these tests  have been gratifying. These concen trates can be 
converted into a read ily usable form— that  is. into good quality ferrochrom e 
but it  takes a long time, foreign competit ion being wha t it is, for  a new pro­
ducing company to obtain that  volume of the marke t necessary to keep its pro­
duction costs on a competit ive level.

The produc tion and stockpiling of chromite concentra te does not  complete 
the job that  needs to be done since the concentrate is not read ily usable by the 
steel alloy indu stry  and. in addition, a towering heap of concentra ted chromite 
is a wast ing asset.  Now. in making this la tte r statement. I am cognizant of the 
fac t th at  some of those  presen t may thin k I am sticking my neck out  in view 
of the fac t th at  some people have discounted the idea that  chromite concen­
tra tes dete riorate,  as  they term it.

Mr. Chairman. I par ticu lar ly call att ent ion  th at  I did not say stockpiled 
chrom ite concentrates deter iorate, ra ther  I said such concentra tes are  a wast ing 
asset.  The finely ground concentra tes are dispersed by wind and rain action
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despite  preventive measures such as spraying the top of the pile with oil, as we do at the Nye stockpile. Over a period of time, despite everything tha t can be done, there  will be a  loss t ha t would not occur in the case of ferrochrome.So, at  Nye the Government has a wasting asset, but an asse t tha t does not lend itself, in its present  form, to either usage or economic disposal to eastern ferroalloy producers, because if it did so, it would recover less than one-fourth of its total investment. First,  the concentrate would have to be trucked to Columbus, Mont., a distance of 45 miles, then loaded for rai l shipment to the Cleveland-Pittsburgh area, the main alloying centers. Since only 1 ton of ferrochrome can be recovered from approximately  2y2 tons of concentrate, there  would be high-cost transportation  charges on about 1 ^  tons of waste material. Shipping the concentrate in its present  form would involve trans­portat ion charges approximating $17 million.Before the concentrate can be used in alloy steel production, its ultimate use and the reason for it having been mined, it must be processed into ferro ­chrome. Some of the advantages to be achieved through upgrading the chromite concentrate on hand a t this time a re :

(o) The stockpile will be converted into a ferrochrome readily usable by the  steel industry.
(&) The ferrochrome can be stockpiled without  deterioration  and ready for  immediate use in an  emergency.
(c) The stockpiled chromite concentrate has littl e value if shipped to  a mark et in its present form because of bulk and result ing freight charges.(d) After upgrading into ferrochrome, the Government could recapture the smelting cost in addition to a major portion of the mining and milling cost based on average prices fo r the past 18 months.(c) The Government’s only expenditure would be for upgrading, which will sooner or later be necessary before the chromite concentrate, now in  stockpile, can be used.
(/)  The American Chrome Co. will be enabled to cont inue its operations, thereby  providing:

(1) continued employment for many families;(2) aid to a rea and national economy;(3) development of a permanent mining, milling, and smelting indus­try  utilizing the large reserves  (80 percent of known reserves on North American Continent) of low-grade chromite ores available a t the site of present  operations;
(4) an experienced and efficient operation ready for immediate and increased output of ferrochrome in time of emergency or interruption  of foreign supply; and
(5) the company, during the upgrading period, will be enabled to pursue its efforts to increase its domestic marke t for ferrochrome and establish a permanent industry.I find myself in complete agreement with the statement of the able chair­man of this committee made in 1958 when he stated, in respect to upgrading stockpiled chromite and manganese, and I quo te: “The time to upgrade it is when the manpower is available  * * * if we follow th is program, we will not only stockpile raw ore, but electric ity and manpower tha t is now idle.”The chairman, Senator Magnuson, was right  at  tha t time because there was then a surplus of manpower, and today there is an even grea ter number of idle workers who are looking for the  inauguration of programs and  policies th at will provide jobs.

During Senate discussion of the desirabil ity of upgrading during times of surplus labor, my own Senator, Senator Mike Mansfield, inquired if mater ials stockpiled in Montana were included in any contemplated upgrading programs, and Chairman Magnuson rep lied : “It  does apply to Montana. The first work under the program will probably be in connection with ferrochrome. Next in order should be manganese.”
On the House side, during this period, Senator Lee Metcalf, the then Con­gressman from Montana, concurred with the viewpoint of Chairman Magnuson and Senator Mansfield tha t a chromite and manganese upgrading program was in the interest of national defense and “would help relieve unemployment in the most depressed city in the Nation, Butte, Mont.”Mr. Chairman, we in the minerals Industry greatly apprecia te your efforts and those of your colleagues in former years to set the stage for a compre­hensive program for upgrading certa in mater ials In the stockpile. It  Is my personal opinion that we would now be well along in an upgrading program if

71036— Cl—— 49
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the  Congress had  seen fit to spell out  more explic itly your  int ent and that  of 
othe r members of this  committee when it  made avail able  .$3 million in the 
independent offices appropriation s bill for 1959 for such purpose.

In view of wh at happened in 1959. with  respect  to upgrading, I am fea rfu l 
for the fu tur e when I read  the limit ing langu age of the upgr adin g provision 
of H.R. 744 5 as  it  now stands.

For  instan ce, the  limitation,  “du ring  the  curre nt fiscal yea r,” would compel, 
if the re were  to be any upgr ading of the Nye chromite stockpile, the extra va­
gant and was tefu l shipping of the concentrate s nearly 2,000 miles because it 
would tak e more tha n the cu rre nt fiscal ye ar to get an on-the-scene upgrading 
plan t in opera tion. In this  connection, it is worthy to note th at  in addit ion to 
the time required to incorporate, acqu ire leases, and negotia te term s of its 
Government  contr act, it required my company approxim ately  a yea r to bring 
its  Nye o perat ion to the break-in  stage  even though mine fac iliti es and develop­
ment and conc entr ator  buildings alre ady  existed .

I am also fea rfu l of the language, as it now stands, unless there is a clear- 
cut spelling out of the provision  relating to tra ns fer of mater ials as payment 
of expenses of refining, processing, or otherwise beneficiating mat eria ls. If  
the con trac tor were to be paid  in kind, and a str ict  interp retation should be 
applied to the phr ase  “in kind” he might  easily  run into seriou s marketin g 
troubles when he atte mp ts to dispose of the  ma teri al received in paym ent for 
his services.

I also respectfu lly submit th at  any upgrading program th at  does not include 
provisions for enterin g into long-term con trac ts makes the program self-limit­
ing and unneces saril y costly to the  Government in th at  contracto rs, to keep 
the ir costs down, mus t have a con tract callin g for sufficient volume to perm it 
amo rtiza tion  of p lan t equipment.

It  would be helpful if an appropriat ion is made available  th at  will perm it 
contrac tors  to be paid pa rt in cash and pa rt in mat erial s. Some pote ntia l up­
grading con trac tors , in the absence of a pa rti al cash payment, might  find it 
difficult to ma rke t the ir share of the toll ma ter ial  in an orde rly fashion an<J 
with out disr upt ing  normal price patte rns  and stru ctur es. Fo r all potentia l 
upgrading contracto rs, a system of pa rt cash and pa rt materials paym ent would 
be advanta geous.

I endorse  ent irely and whol ehear tedly  the  amendment covering the  three 
aforementioned poin ts which has  been subm itted  by Sena tors Mansfield and 
Metcalf.

I am happy to be able to tell the  comm ittee th at  if the proposed amendment 
is adopted, my company will be in a posit ion to ent er into negot iations for a 
contract to upgrade all or pa rt of the  Nye chromite  conc entrates stockpile, and 
if such a con trac t is executed, will fu rth er  be in a position to make the  neces­
sary  pla nt inves tment with out Government assis tance .

In summary, Mr. Chairman, a chro mite  concentra te upgr adin g program 
would not only benefit industry, but  would also grea tly benefit the economy 
of those commu nities in which the  stockpi les are  located, and would lessen 
human misery in distr essed are as and place stockpiled raw ma teri als  in a usa­
ble form and a be tte r form for storage. It  also would insur e gre ate r re tur n in 
money to the Government.

Than k you.
G en er al State m ent

Mr. Bley . Th an k you. Mr. Ch air ma n and  members of  the c ommit­
tee, my name is Jo hn  Bley. T am vice pre sid ent and  gen era l ma n­
ager of the American Chrome Co. which ope rate s a chrome min e and  
mill at  Nye, Mont. We rec ent ly exp and ed our opera tion to include 
a semicomm ercia l size p ilo t plan t to produce fer rochrome.

I  wish to  t ha nk  the  members of the  comm ittee  f or  th is op po rtu ni ty  
to  appear befo re it to pres ent my com pan y’s views with respec t to up ­
grad in g stoc kpi le ma ter ials a nd also to express  my appre cia tio n of  the 
int ere st you have shown in th e pa st  in the problem s facing  the  do­
mestic mini ng  i nd us try .

Th e Am eric an Chro me Co. was or igi na lly  org ani zed  to  underta ke  
the pro duction  o f 900,000 tons o f 38 p erc en t o r be tte r ch rom ite concen-
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tr at es  fo r the  Governme nt. Un der the  pre sen t pro duction  schedule  
th e contr act  will be fulf illed in Octo ber of th is year.  Th e com pan y 
ha s invested  in these fac ilit ies  nea rly $4.5 mill ion and prov ides the  only 
indu str ia l e mployment o f a ny consequence w ith in 65 miles.

8II UT D0 WN OF FACTORY

Sh ut tin g down ou r faci lity when ou r Government  c on tra ct is com­
ple ted  ju st  4 months hence,  which is inevita ble , unde r prese nt condi­
tions  unles s pro vis ions are  ado pted which will allow  economic up ­
grad in g of  the 900,000-ton chro mite s tock pile  a t Nye, will  resul t in a n­
othe r sma ll econ omic-dist ressed area .

RESEARCH BY ORGANIZATION

Since  its  incept ion  my c ompany has  not been con ten t to ju st  ful fill  
its  c ontract wi th the  Governm ent.  A t its  own expense, a $285,000 r e­
search and develop men t pro gra m has  been vigorously pu rsu ed  in  
search fo r an economic process and  technologie s fo r up gr ad ing ch ro­
mite conc entrate s into  a  f orm  re adi ly usab le by th e U.S. steel indu str y.  
A tot al of $684,000 has  been invested  in the  a forement ion ed semicom­
mercial  pil ot plan t, an d nea rly  $1 millio n in op erat ing it.

The end res ult s of thes e tests hav e been gr at ifyi ng .
DETERIORATION

Se na tor  M agnuson. I  wa nt to ask you a questio n here because th is 
mat ter comes up year  af te r year . I  am glad  y ou mentio ned  on page 
2, the n ext to th e l ast  p arag raph , where you sa y:

Mr. Chairman, I par ticu lar ly call atte ntion th at  I did not say stockpi led 
chromite concentra tes dete riorate,  ra ther  I said such concentrates are  a  was ting 
asset. The finely ground  concentrates are  dispersed by wind and rain action 
despite preventive measures such as spraying  the top of the pile with  oil, as we 
do at  the Nye stockpile. Over a period of time, despite every thing th at  can be 
done there will be a loss that  would not occur in the  case of ferrochrome.

In  oth er words, the arg um ent of some of us who try to get  the m 
to up grad e th is th in g is th at  the  stockp ile as it lies now is only ha lf  
complete.  I f  you are  going to stockp ile chrom e, you ou gh t to pu t 
it  in th is pa rt ic ul ar  shape to s tock pile  i t—fe rro .

Mr. Bley. That  is correct .
Se na tor  Magnuson. Because  if  you are going to use it, you are  

going  to hav e to do so sooner or  la te r any way, ult im ate ly,  I mean .
Air. Bley. Tha t is c orre ct, and th at  is why  we a re here to show the  

Government  wh at  shou ld be done with th is chrom ite  stockpile.
CH EM ICAL COM POSITIO N

Se na tor  Allott. W ha t is the chem ical  com position  of  chrom ite  as 
it  is no w ?

Air. Bley. Chrome , iron, aluminum,  m agnesiu m, silicon  oxide, and  
the chrome------

Sena tor  A llott. And th is would mak e it into  j us t a fer roc hro mi te?
FERROCHROME POSSIBLE TO STORE

Air. Bley. No. I t would make it in to  a fer rochro me  which would 
con tain  ch rom ium , iron, c arbon a nd  silicon .
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Senator Magnuson. And then it would be susceptible to longtime 
storage. We would save time if we wanted to use i t in a h urry be­
cause you have gone through this step, and it is of some value and its 
disposal value, i f you want to dispose of it, is fa r greater in ferro- 
chrome than it is in this wasted stockpile.

Mr. Bley . Tha t is righ t. In putt ing it into ferrochrome, the Gov- 
eernment stands a good opportunity of earning  its entire investment 
in the smelting of the ferrochrome plus a substantial portion of what 
was spent in the mining and milling.

Senator Allott. Wha t form would it be in, then ? I am fam iliar, 
for example, with the production of raw tungsten, vanadium.

CH ARACTERIS TIC S OF FERROCHROME

Mr. Bley. The difference would be tha t vanadium is a single metal 
and ferrochrome is classed as an alloy.

Senator Allott. Is it solid ?
Mr. Bley . I t is solid in form.
Senator Allott. And crystalline ?
Mr. Bley . Well, it could be.
Senator Allott. Or metallic ?
Mr. Bley . Metallic. Yes. It  will weigh about 350 pounds to the 

cubic foot.
Senator Magnuson. It  is pret ty heavy. And then, of course, the 

other members of the committee will recall tha t in 1058 we went into 
this and we said at tha t time, “The time to upgrade it”—this is an­
other factor—“is when manpower is available.”

If  we follow this program, we will not only stockpile the raw ore 
but electricity and manpower which is not now being used because 
if something should happen and we needed all of this , then we have 
got a problem of manpower and use of a ll the th ings needed to do it, 
and we have got them now available to do it without any trouble.

This is the economy of the thing  in the long run.
Mr. Bley . This is actually asking to put a p lant  into an area tha t 

is essentially a one-economy community.
Senator Magnuson. Well, let us leave tha t out. You can even 

leave tha t out and it still seems commonsense to do that.
Mr. Bley . That is right.
Senator  Magnuson. No matter  where i t is. But I don’t know why 

we never can seem to get them to continue this p rogram to get this in 
the shape where i t is going to be the way we want it and be worth 
more, and we don’t have any storage problem.

Mr. Bley . Absolutely no storage problem. I t won’t deteriorate 
at all.

SH IP PIN G  BU LK

Senator Allott. He has one other point to which he refers twice 
here. As I read his statement,  it is the fact that if i t is not done there 
now, it means shipping a bulk of 2^2 times the ultimate weight, 2,000 
miles east to get the job done.

Mr. Bley . That  is right . It  requires 2 ^  tons of concentrate to 
make up 1 ton of ferrochrome. In  other words, we would be ship­
ping V/2 tons of waste material.

Senator Magnuson. All right. Than k you, Mr. Bley.
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And we have put  your s tatement in the record in full, and I have 

several telegrams on the matter.
(The telegrams referred to follow :)

Helena, Mont., June 22,1961.
Sena tor Warren Magnuson,
Senate Office Bui lding,  Washington, D.C.:

Respec tfully urge  your continued  suppor t of provisions of H.R. 7445 designed 
to aid and revit alize Montana raining industry. Likewise urge suitable  amend­
ment which will assure  stockpiling of metallic ma ter ial s including chrome and 
manganese in form readily  available  for defense uses. Emphasize need for  
action to preclude any possibili ty of disco ntinuanc e of extraction or processing 
of mineral in potentia l jeopardy  caused by Nation ’s dependence upon sources 
which are  in or might fal l into unfr iend ly hands. Cannot emphasize too 
strongly the importance to Montana  economy and to cur ren t and fu ture  defense 
needs of  the  Nation.

Gov. Donald G. Nutter.

Helena, Mont., Jun e 22, 1961.
Senator Warren G. Magnuson,
Senate Office Bui lding,  Washington, D.C.:

Respectfully urge  you support II.R. 7445 as it  per tain s to aiding and revi­
taliz ing Montana’s mining  industry.  Also urge you specifically supp ort any 
other provisions of this ac t which will help Mon tana ’s economy and our nat ional 
defense needs.

Thomas J. Collins,
Director, Montana  S tate Planning Board.

Helena, Mont., June 22,1961.
Sena tor Warren G. Magnuson,
Washington, D.C.:

We commend your supp ort of provis ions in H.R. 7445 for defense stockp iling 
of meta ls and  strong ly urge your continued effor t for inclusion of chrome 
concentra tes upgrading in that  bill. We are informed appropriate amendments 
to H.R. 7445, now in subcommittee of Sena te Appropriations Committee, will 
upgrade chrome concentrates to ferrochrom e and permit  payment in kind  from 
Federal  meta l stockpiles for this upgrading to a quality  necessary for indus­
tr ia l use. We supp ort such amendment and urge your efforts  toward its  adop­
tion. Continued chrome product ion and processing is most essentia l to 
Montana’s economy and to defense needs, since presen t chrome supplies could 
easily be jeopa rdize d in emergency. We also urge support of other provis ions 
in this legis lation which will simi larly  and consi stent ly aid Mon tana’s meta l 
extraction and processing industries,  inc luding  manganese.

Montana Chambers of Commerce Industrial Committee, 
J ohn Williams, Chairman.

Civil Service Commission 
Official Register

Senator  Maontjson. "VVe have a suggested amendment to the bill 
regard ing the Official Register of the United States from the  Senator 
from New York, Senator Javi ts, joined by his colleague, Senator 
Keating, and Senator Williams from New Jersey. We have asked the 
Civil Service Commission for a reply to their query and we shall put  
both of those in the record in full.
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(T he su gg es te d am en dm en t an d  co rr es ponden ce  re fe rr ed  to  fo l­
lo w s: )

[H.R . 7445, 87th Cong., 1st  sess .]
AMENDMENT Inte nded  to be proposed by Mr. J avits (fo r himse lf and Mr. 

Keating) to the bill (H. R. 7445 ) making app rop riat ion s for sund ry inde­
pende nt executive bureaus, boards, commissions, corpo rations, agencies, and 
offices for the fiscal yea r endin g Jun e 30, 1962, and for  othe r purposes, viz: 
On page 10, following line 16, i nsert the  fo llowin g:

OFF ICIAL REGISTER OF T HE UNIT ED STA TES

Fo r necessa ry expenses incu rred  in the  compila tion, editing, indexing, and 
publishing of the Official Register  of the United  States, $30,000:  Provided,  Th at 
the United States Civil Service Commission shal l cause  to be compiled, edited, 
indexed, and publishe d e ach yea r an Official Reg iste r of  the United State s, which 
shall conta in a full  and complete list  of all  persons occupying adm inistra tive 
and supervisory positions in the  legislative, executive, and judi cial  branches  
of the Government, including the Dis tric t of Columbia, in connection with  which 
sala ries are  paid from the  Tre asury of the Unite d States. The regi ster  shall  
show the na m e; official ti tl e ; salary, compensation, and  emo lum ent; legal resi ­
dence and place of employment for each person liste d th er ei n: Provide d, how­
ever, Th at the Official Reg ister  shall not contain the name of any post mas ter 
or ass ista nt postmast er, of any officer of the  Army, Navy, and Marine  Corps, 
unless such officer is assigned as an admi nis tra tiv e officer. To enable  the 
X'nited States Civil Service  Commission to compile and publish the  Official 
Register  of the Unite d States on or before December 31 of each year, the  Exe­
cutive  Office, the  legislative and judic ial bran ches of the  Government, the  Com­
missio ners of the  Distr ict  of Columbia, and the  head  of each executive de­
par tme nt, indep enden t office, establishmen t, and commission of the Government 
shall,  as of the  1st day of May of each year,  supply to the United States Civil 
Service Commission the da ta required by this section, upon forms approved 
and  furn ishe d by the  Commission, in due time to permit  the  public ation of 
the  Official Re giste r as provided in this  sec tio n; and no e xtr a compensation shal l 
be allowed to any officer, clerk, or employee of the  United States Civil Service 
Commission f or compiling the  Official R egiste r.

U.S. Senate,
Committee on L abor and  P ublic  Welfare,

Jun e 15, 1961.
Hon. Warren Magnuson,
Chairman. Subcommittee on Indepe ndent  Offices Appropriat ions,
U.S. Senate,  Washing ton, D.C.

Dear Maggie: I have introd uced an amendment to the  Indep endent Offices 
Appr opria tions bill for  1962 which would provi de for an app ropr iatio n of $30,000 
for  the  Official Reg iste r of the United Sta tes and which conta ins a legis lative 
provision  restorin g the  autho rity of the  Civil Service Commission to publish thi s 
Imp ortant document. I real ize that  it is unus ual to propose basic legis lative 
language  in such a manner, and I had previously introd uced S. 1350, to gra nt 
such auth oriz atio n, which is pending before the Senate Committee  on Pos t 
Office and Civil Service. However, the autho rity  of the Civil Service Commis­
sion to publish the  Official Register was also repealed by the legis lative process 
in the  Independent Offices Appropriat ions Act of 1961, and I believe it is there­
fore  app rop riat e for  the  committee  to res tore the auth oriz atio n in the same 
manner.

Many represe ntat ives  of the Washington pres s corps have  expressed concern 
th at  the  discontinuance of this  publication af ter  144 year s represen ted an in­
cursion  into the  t rad itio nal  freedom of information  to  which the  public is  entitle d 
with  respect  to Federal officials. The Official Reg iste r has  been an invaluabl e 
refer ence work since the  days of Pre side nt Madison not only to the  various 
media of information but  to the general public. The Register  contained the 
most comprehen sive lis t of Federal officials and was  the only pra ctic al source 
from which could be determined their  sala ries , job titles, depa rtme nts, and 
Sta te and congressional dis trict of ap pointm ent. Nothing Is more sacred than the 
public’s right to info rmation about its  Government officials. Depriving the  
public of a conven ient means for impleme nting thi s is hardly  justif ied in the
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name of economy, especially  when the publ icati on cost is rela tively so small. 
Moreover, the  change in adm inis trat ion, with  the  resu lting  vas t turn ove r in per­
sonnel, makes it  even more esse ntia l th at  such info rmation be accessible to the 
public.

I hope th at  the subcommittee and ful l Committee on App ropriations will give 
sympath etic consi derat ion to the inclusion of thi s proposal in the bill.

Sincerely,
Jacob K. Javits.

Statement of Senator Jacob K. Javits in Support of His Amendment to
Authorize Publication of the  Official Register of the United States

I app ear in supp ort of my amendment to app rop ria te $30,000 for  the  p rep ara ­
tion and publis hing of the Official Reg ister  of the  United States, and to au ­
thorize the resum ption of public ation of this imp ortant  public document. Sen­
ato r Kea ting  h as joined  me a s a cosponsor of this  amendment.

I realize th at  it is unus ual to propose the  inclusion of subs tant ive provisions 
of this  type in an appropriat ions bill, and  realize th at  it will requ ire suspension 
of the rules  to perm it adoption  of this provisio n. But I believe it  to be appro­
pri ate  in this case, since the legislation  which  had auth oriz ed the publica tion 
of the Official Regis ter for 144 year s was  repealed in I96 0 through a legislative  
amendmen t to  this same  bill.

The amo unt  of $30,00 0 which would be app rop riat ed for  thi s purpo se is the  
amount which was recommended in the  1961 budget for  this purpose.

Many members of the  Washington pres s corps  have expressed concern th at  
the  disco ntinu ance of this publica tion repr esen ted an incurs ion into  the  tr ad i­
tional freedom  of infor mati on to which the publ ic is ent itled wit h respe ct to 
Federal officials.

The Official Register  has  been an inva luab le refer ence work since the  days  of 
Pre sident  Madison not only to the vari ous  media of information, but  to the gen­
eral iiublic. The Register  contained the  most comprehensive list  of Federal  of­
ficials and was  the only prac tica l source from which could be determined their  
salar ies, job titles , depa rtme nt, and Sta te and congressional dis tri ct of appoint­
ment.

In response  to an inquiry I made with the  C hairman  of the Civil Service Com­
mission rega rding this  publicat ion, and the  possib ility of makin g the same infor­
mation availab le through other means, he replie d th at  the  best means would be 
to resume publication under  the old tit le and in the  old form at. He also ind i­
cated  th at  the  agency would be happy to coope rate in whatev er decision the  Con­
gress might make  in this mat ter. I ask that  the let ter  of Chair man  Macy, d ated 
March 28, 1961, be incorpo rated  in the committee hearings as pa rt of my remarks.

Nothin g is more sacre d than  the public ’s rig ht to info rmation about its  Gov­
ernm ent officials. Depriving the public of a convenient means for  i mplementing 
this  is har dly  justified in the name of economy, especia lly when the  publ icati on 
cost is rela tivel y so small. Moreover, t he change  in adm inis trat ion, wit h the  r e­
sult ing  vast  turnov er in personnel, makes it even more esse ntia l th at  such in­
formation  be accessible to the public. I e arn est ly hope th e comm ittee will rec tify  
its  action of las t yea r and restore thi s his tori c and valua ble document .

U.S. Civil Service Commission , 
Washington, D.C., March 28, 1961.

Hon. Jacob K. Javits,
U.S. Senate , Wash ington , D.C.

Dear Senator Javits: In refere nce to you r le tte r of March 6, 1961, the  Civil 
Service Commission would have no objection  to resuming publ ication of the  Of­
ficial Register of the United Stat es if the  Congress decides it  should be done a nd 
provides the  fun ds to do it. It  was disco ntinue d by the 86th  Congress as an 
economy mea sure  because  i t duplicated some ma ter ial found in o ther  pub licati ons.

I do not believe the suggestion th at  we make the  infor mation ava ilab le to the  
press at the offices of the  Civil Service Commission is prac tica l. Thi s would 
save only the printing cost: all the  cost of collecting the da ta would sti ll be in­
curre d. In addit ion, the re would be mai nten ance  cost on such files.

Another  altern ative  would lie to combine information now shown In the  Con­
gressional Directory  w ith that  previously p ublished in the Official Reg ister . Thi s
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would probably require a new tit le for  the new publ ication and  would increa se th e 
size of the volume. Savings would be small.

I do not believe that  inco rpor ating  the same infor mation in another  info rma­
tiona l bulletin of the Commission would resu lt in any savings . It  would be 
be tte r to resume public ation under the old t itle  and in the old format. Wha teve r 
the Congress decides on thi s ma tter, we wi ll be glad  to cooperate in carryin g o ut 
its  decision.

Sincerely yours,
J ohn W. Macy . J r.,

Chairman.

U. S. Senate,
Committee on th e J udiciary ,

Ju ne  23,1 961 .
Hon. Warren G. Magnuson,
U.S. Senate ,
Washington,  D.C.

Dear Senator : It  is my unde rsta ndi ng th at  you will today consider the amend­
ment  which I cosponsored with  my colleague, Sen ator  Javit s, to auth oriz e the  
resumption of t he publica tion of the  Official Reg iste r of the United States.

I believe this is an extremely  imp orta nt proposal. It  is my hope th at  your 
subcommittee will act favo rably on the inclus ion of this measure in the inde­
pende nt offices appropr iations bill.

I was quite  concerned th at  a decision was made  some months ago to sus­
pend the publica tion of this extrem ely useful public ation.  There is no othe r 
single, comprehensive source for obtain ing info rmation about the people who 
hold key positions in our  Government and the relative impo rtance of these posi­
tions  as indicated by the  sala ries  which they receive. The righ t of the public 
to know and have read y access to this info rma tion  is cer tain ly basic  to our 
system of government.

I know th at  your subcomm ittee will give thi s legislation the  full atte ntion 
which I believe it deserves. If  in any way I can be of fu rth er  assis tance , I 
shall  be glad to do so.

With  best personal regards, I am,
Very sincerely yours,

K enneth B. K eating.

U.S. Senate,
Washington, D.C., Ju n e23,1 961 .

Hon. Warren G. Magnuson,
Chairman, Senat e Suheommittee on Indep enden t Offices Appr opria tions, Senate 

Office Building, Washington, D.C.
Dear Mr. Chairman : I had intended to appear before  the  subcommit tee today 

to tes tify  in suppo rt of Senator  Ja vi ts’ amendment to H.R. 7445 in orde r to re­
con stitute  auth oriz atio n for printing of the Official Register. Unfortunate ly, 
I cann ot tes tify  directly, but  I apprecia te the  courtesy of the  chai rman in per ­
mittin g me to e nter  this  stateme nt into the record.

My first  p urpose here  today  is t o ask you to  enter  into the  record a let ter  from 
Joh n II. Colburn, cha irman of the  Freedom of Inform atio n Committee for the  
American Society of Newsp aper Edito rs. Mr. Colburn could not be here  today, 
but  he asked me to sub mit h is l ette r.

You can see from his  comments th at  he believes the publication has  been of 
inva luab le assistance to the press during its  long his tory  of service. Mr. Col­
burn  makes it  quit e clea r I thin k, that  the Reg ister  serves a unique functi on of 
grea t importance  in a natio n which depends to a very lar ge  degree on accu rate,  
thou ghtf ul journalis m for  un ders tand ing of an incre asing ly complex government.

It  is my und erst and ing  th at  Thomas  Jefferson, in his Ina ugu ral Address, de­
scribed  the  need for a list ing  o f Government personnel to help  citizens, and jour­
nal ists , as well as Governm ent officials themselves. In 1802 the  first  complete 
roste r was issued. Over the  years , thi s ros ter  has incre ased  in size and impor ­
tan ce as new agencies and offices were added. La st year, however, the Reg iste r 
was  not printed. A long tra dit ion  of public service  was suddenly  ended.

As Mr. Colburn has  expla ined, jou rna list s are  particular ly har d hi t by this 
decision. I migh t add th at  the Official Reg ister  was  also a useful document in 
my office and, I am sure,  in any othe r office with a rela tion ship  to the Fed era l 
Government.  It  seems to me th at  the Register  will be of par tic ula r help, too, 
to h isto rian s of the f utu re.
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We spend many hun dred s of thou sands of dol lars every  yea r in the  de pa rt­

ment s of our  Government for infor mation prog rams and  othe r effor ts to give 
newspapermen and the general public the info rmation they should have  about 
some of our Govern ment operations . It  seems to me th at  the Official Register, 
at  a cost of only $30,000, had made a very definite  and valuable  con tribu tion  to 
public  understand ing of public affai rs. I hope, ther efor e, th at  it will be possible  
for  the subcommittee  to rest ore  th is document to public use.

Tha nk you again for perm ittin g me to add ress the  subcomm ittee in this way. 
Sincerely,

H arrison A. Williams , Jr.

American Society  of Newspaper Editors,
Ju ne  21, 1961.

Hon. Harrison A. W illiam s, J r.,
Senate Office Building,
Washington, D.C.

Dear Senator Will iam s: As chairman of the  Freedo m of Info rma tion  Com­
mittee  of the American Society of Newspaper Editors, I would like to endorse  
Sen ator  Ja vi ts ’ amendmen t to the Appropriations measure  to recons titu te 
aut hor iza tion for printing of the  Official Register.

Thi s publication has  a long histo ry of useful service. It  is an extre mely  
valu able  source of info rma tion  for newspaperme n and its value  is proport ion­
atel y gre ate r whenever the re is a change of adm inistration in Washington. A 
dire ctor y of Governm ent personnel, with  assign ed posit ions and pay scales, 
per mits the public to keep a check on those in Government service.

An argu men t can be made th at  this  info rmation is available thro ugh the 
Govern ment Manual  or thro ugh  dep artm enta l sources. This  argu men t is more 
theoretica l tha n real. From  your  own experienc e, you know how difficult it  is 
to trace infor mation on personnel when the re is official reluc tance  to disclose 
such information. Thi s is especial ly tru e when the re is no official publication  
to cheek aga ins t the  sta tem ent s of Government public information officials.

This  would be pa rtic ula rly  tru e also if someone in Washington atte mpting  
to check on personnel assig nmen ts in the  many  Government agencies located 
out side of the  Di str ict  of Columbia.

As a stro ng advocate  of economy, I would like to sugge st th at  the  $30,000 
save d annually  by not  printing the Official Reg ister  is not a tru e savin g and 
fur the rm ore  is fals e economy in that  there is a genuine  need for  the Regis ter. 
I t is not a net  savin g because the time expended  by the vario us agencie s in 
tra cki ng down requ ests  for  personnel info rmation and locatio ns has  not  been 
tak en into  consid eration .

With  the Fed eral  Government expanding, as it has  been in the past decade, 
th is is a time to economize all along the line. However, I firmly believe t ha t the  
publ ic inte res t would be b ett er served through res tor ation of the Official Regis ter 
and  th at  dilig ent pruning will provide comparable  savin gs in day-to-day oper­
ations.

I respectfu lly sugge st th at  these  views be subm itted to the  Subcommittee on 
App ropr iatio ns at  the  hea ring  on Frid ay, Jun e 23.

Sincerel y yours,
J ohn H. Colburn.

Congress of the  U nited States,
House of Representatives, 
Washington, D.C., June 28, 1961,

Hon. Warren Magnuson,
Senate Office Building,
Wash ington, D.C.

Dear Senator Magnuson : I am wri ting  to expre ss my stron g supp ort for the  
amendment to the Indepen dent  Offices Appr opria tion bill which would per mit  
the  r esum ption of the publ ication of the Fed era l Regi ster.

Thi s document has  proved invaluable in our  office in determin ing the  name s 
of Government officials, the ir titles,  duty  stat ions, and the  like. Its absen ce Is 
keenly felt.

In  view of the  need for  economy in  Governm ent, it would app ear  to me th at  i t 
mig ht be possible to pr in t the  Reg ister  in a somewhat  more abb reviate d form
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th an  th e la s t ed it io n which  was  pu bl ishe d.  F o r ex am ple,  it  does no t appear 
th a t it  is ne ce ss ar y to pu bl ish th e na mes , sa la ri es,  etc . of  al l th e ra th e r ob scur e 
official s se rv in g at  field st at io ns .

The re  is, howe ver, a de fin ite  need  fo r a pu bl ishe d li s t of  dep art m enta l he ad s 
an d th e ir  ch ie f ass is ta n ts  in ou r gr ow ing Fed er al  Gov ernm en t. As a so ur ce  of  
in fo rm at io n fo r Con gres s an d ot he r ag en cies , an d as a simple m att er of  pr ov id ­
ing  th e pu bl ic  w ith  th e na mes  of  adm in is tr a ti ve an d ex ec ut ive officia ls in th e ir  
Go vernme nt , I be lie ve  th e pu bl icat io n of  th e Fed er al  R eg is te r is ju st if ied,  an d I 
st ro ng ly  rec om me nd  th a t ev ery co ns id er at io n be  give n to  pr ov id in g fu nds fo r 
re ne wal  of  it s pu bl icat io n.

W ar m es t pe rs on al  re gar ds.
Sinc erely ,

K en H ec hl er .

U.S. Civil  Service  Com mission , 
W as hi ng to n,  D.C. , Ju ne  22, 1961.

Hon. W arren G. Mag nu son,
Ch air ma n, Su bco m m it te e in  Ch arg e o f th e In de pe nd en t Offices App ro pr ia tion  

B il l fo r 1962, U.S. Sen at e
D ear Senat or Magnuson : Ref er en ce  is  m ad e to  th e proposed  am en dm en t to 

H.R.  7445 by Sen at or Ja v it s  co nc erning  th e pri n ti ng  of th e Offic ial R eg is te r of 
th e U ni ted Sta te s.  T he  Comm iss ion  annual ly  pu bl ishe d th e R eg is te r unti l th e 
Co ng res s spec ifi ca lly  de ni ed  fu nds fo r th is  pu rp os e in  fiscal  yea r 1961 an d re ­
pe ale d th e ac ts  re quir in g  it s pu bl icat io n.

In  eval uating  th e us ef ul ne ss  of  th e Official R eg is te r,  th e  Co mm iss ion  mad e a 
su rv ey  of th e  view s of  a re pre se nta tive nu m be r of  d ep ar tm en ts  an d ag en cies  d u r­
ing 1958. T her e w er e no st ro ng  re ac tion s one  way  or  ot he r.  Som e w an te d it  
co nt inue d,  o th er s be lie ved th er e wo uld  be  no los s if  it  were di sc on tin ue d.  F u r­
th er , du ri ng  th e  Hou se  he ar in gs on th e  bu dg et  fo r fiscal yea r 1961 my  pr ed ec es ­
sor . C ha irm an  Jo ne s,  w as  aske d w he th er  or no t th e  Co mm iss ion  co ns id ered  the 
pu bl ishi ng  of  th is  do cu men t to be  im po rt an t.  He ex pr es se d th e vie w th a t it  w as  
no t im port an t.  A si m il ar  qu es tio n w as  ra is ed  in th e Hou se  hea ri ngs on th e 
bu dg et  fo r fiscal yea r 1962. I po in ted ou t th a t th e  el im in at io n of  th e  Offic ial 
Reg is te r did no t ap pea r to  co ns ti tu te  a ny  part ic u la r los s of  in fo rm at io n an d th a t 
th e Co ng ress iona l D irec to ry  an d th e O rg an iz at io n M an ua l, whic h a re  st il l be ing 
pu bl ishe d,  pr ov id e p a rt  of  th e in fo rm at io n th a t us ed  to  be co nt aine d in th e Offi­
cial Reg is te r. Bec au se  of  th e tim e re qui re d to  ob ta in  in fo rm at io n fro m th e 
ag encie s an d to  pre par e it  fo r p ri n ti ng  th e pe rson ne l in fo rm at io n is  in accura te  
p ri o r to pu bl icat io n.  Th e Co mm iss ion  has ha d no co mpl aint s from  w ithin  th e 
ex ec ut ive br an ch  an d,  as  in di ca ted in th e hea ri ngs , on ly one or  tw o or ga niz a­
tio ns  f rom o ut si de  the  G ov ernm en t ha ve  a sk ed  about it.

I f  th e Official R eg is te r is a val ua bl e so ur ce  pu bl ic at io n fo r th e  Con gress an d 
th er e is a de si re  to  hav e it s p re par at io n  an d dis tr ib u ti on  resu med , th e  Co mm is­
sio n will be ha pp y to  comp ile  an d pu bl ish it . How ev er , w ith  re sp ec t to  th e  
pro posed am en dm en t to  H.R. 7445. th e  Co mm iss ion  wo uld  like  to  su gg es t th a t in 
lie u of th e prov is ion in th e an nu al  A pp ro pr ia tio n Act fo r th e pu bl ic at io n of  th e 
Official R eg is te r,  th e  Co ng res s re en ac t ba si c legi sl at io n dir ec ting  th e Co mm iss ion  
to comp ile  an d pu bl ish th e Official  R egis te r an nu al ly .

Ad option of  th e ab ov e f l )  wo uld  pr ov id e a per m an en t au th ori ty  fo r pu bl ic a­
tio n of  th e Official Reg is te r,  as  ex is ted pri o r to  th e ac tio n of  th e  Con gress la s t 
y e a r:  (2) wo uld not  re su lt  in su bst an ti ve le gi slat io n in an  A pp ro pr ia tio n A ct ; 
an d (3 ) wo uld  av oid re qu ir in g th e Con gres s to  re en ac t such au th ori ty  an nu al ly .

The  co st of  pu bl ic at io n to th e Co mm iss ion  wo uld be co ns id er ab ly  mor e th an  
$30,060 an nu al ly , th e  am ou nt  ap pea ri ng in th e  proposed  am en dm en t. Bas ed  
upon  past  ex pe rien ce  $30,000 wi ll co ve r on ly th e  cost of  p ri n ti ng  an d bind in g 
wh ich  th e Co mm iss ion  wi ll pa y to  th e Gov ernm en t P ri n ti ng  Office. Th e com ­
pi la tion  of th e  dat a will  re quir e 3 m an -y ea rs  of cler ical  ass is ta nce  a t an  an­
nu al  co st of  ap pro xi m at el y $12,000 or a to ta l an nu al  co st to  th e Co mm iss ion  of 
$42 000. Tf ba si c legi sl at io n is  re en ac te d we as k th a t th e fiscal year 1962 bu dg et  
re on es t now pe nd in g be fo re  vo ur  su bc om mitt ee  he  incr ea se d in th e am ou nt  of  
$30,000 fo r p ri n ti ng  an d 812.000 fo r pe rson al  se rv ices  inas muc h as  our bu dg et  
re qu es t did  no t co nt em pl at e th e  pri n ti ng  of  th e  Offic ial Reg is te r.

Tn ad di tion  to  th e  co sts th e  Co mm iss ion  wo uld in cu r if  it  is to  re su m e th e 
pu bl ic at io n of  th e Official Reg is te r th e dep ar tm en ts  an d ag en cies  wi ll in cu r
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gre ate r costs because they will have the responsibili ty for compiling and furnis h­
ing all the  information and da ta that  will go into the  publication.

In the  event that  the Congress prefers to requi re the  prin ting  of the Official 
Register  through an amendment to the Appropriat ion Act wc would suggest 
that  the  Appropriat ion Act not contain a limi tation on the amount the Com­
mission may spend on the publication of the  Official Register.

The placing of a limitat ion on the amount could hamper the Commission and 
may actu ally serve to delay publication due to unforeseen increases in printing 
costs or o ther facto rs.

Please  advise  me if you find need for add itional info rmation in considering 
thi s mat ter.

By direction of the Commission.
Sincerely  yours,

J o hn  W. M ac y , Jr. , Director.
Senator Magnuson. Now , Mr. George D. Riley is here represent­

ing the AF L-C IO and he wants to address himself particular ly to 
the items in the Oflice of Civil and Defense Mobilization.

Mr. Riley . I know you have a timetable to maintain and I  will ask 
you if I may file th is statement and read three or four paragraphs .

Senator Magnuson. We -will highlight it and file it in the record in 
full.

Offic e  of  Civ il  and D efen se  Mobi liza tion

STATEMENT OF GEORGE D. RILEY , LEGISLATIVE 
REPRESENTATIVE, AFL-CIO

R eq u est  fob  Civ il  D e f en se  F unds

Mr. Riley . I am George I). Riley, legislative representative, A FL - 
CIO.

The AFL-CIO requests restoration to the  original budget figure of 
some $25 million deducted from H.R. 7445 in the House Appro pria­
tions Committee and which cut was sustained by the  House of Repre­
sentatives.

I doubt that  any organization has appeared so consistently before 
your committee to plead the cause of civil defense for so many years 
and with more earnestness than has the AFL-C IO.

The A FL-CI O has consistently stated its policy of opposing any­
thing  designed to transfer other than normal operational functions of 
a civil defense nature to the military.  We want the record to show 
our continued opposition in this matter and particularly  in the an­
nouncement of transfer  of the shelter program to the Department 
of Defense. Plann ing and programing for civilian shelter would, in 
our opinion, logically be delegated to the agency of Government pre­
sently charged with housing or, if in its wisdom Congress creates a 
new Department of Urban Affairs, the shelter program for civilians 
would as logically become a p art  of this Department.

The nearest approximat ion I can make to the  per capita a ppro pria­
tion proposed by the House for the fiscal year star ting  next week is 
42 cents, man, woman and child. To restore the full budget of $25 
million would mean approximately  10 cents p er capita more or about 
52 cents.

We believe tha t the American population is well worth 52 cents 
apiece to come up to the figure set by the White  House on the items 
involved in the original ly suggested appropria tion for OCDM.
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Shel ter s and NEAR

Speaking of shelters, we are reminded of the civil defense program 
known as NEAR. We have observed this program on a test basis 
at Charlotte, Mich., and are convinced tha t th is comes closest to being 
what the American people need and can afford, and with greater ef­
fectiveness in warning  them of approaching danger with the greatest 
possible margin of time. The NEAR system brings into the home, 
day or night, the alert to which we are entitled. I have attached to 
this statement an appendix A which sets for th what NEAR is all 
about and the necessity for  its instal lation and operation.

As for  the feature in the legislation titled “Federal contributions ,” 
and which item in the bill as passed by the House assumes a realistic 
figure, a fter several years of delay, I also include as appendix B a 
discussion of this subject.

Senator Magnuson. Before we leave the NEA R system—that is a 
warning system. In your appendix A, you mention tha t $900,000 
has been spent on research and development. Has tha t been by the 
OCDM?

Mr. Riley. In appendix A, we say the nationa l emergency alarm, 
which is the NEAR system.

Senator Magnuson. Who spent the $900,000 to develop tha t you 
say was spent in research ?

Charlotte  Demonstr ation

Mr. R it.ey. I can tell you this, Mr. Chairman. At this demonstra­
tion in Charlotte, there came from all over the country men in the 
electronics field, notably from the Consumers Power  Co. of Michigan. 
President Campbell of tha t organization has gone into this thing 
thoroughly and I am sure that  he has been liberal with the resources 
of the company to develop this system.

Senator Magnuson. I see. It  has been a private research and de­
velopment?

Mr. Riley. Tha t is true. A good part of tha t development has 
been private money.

With this, Mr. Chairman, we feel tha t we have, in this script, given 
full and sufficient reason for a second look at this appropr iation.

Thank  you very much.
Senator Magnuson. OK.
Any questions of Mr. Riley ?
Senator Kuciiel. Very good statement.
Mr. Riley. Thank you, sir.
Senator Magnuson. We will put this in the record in full. I was 

pleased to have you say tha t when you read about the $20-billion 
program, it was a little  b it vague and your concern, I think, is ouita 
well taken.

Air. R iley. It  is portrayed as vague.
I might point out something historical on this, if you will permit  

me. You may remember 5 or 6 years ago, under the former admin­
istration, there was some $40 billion program proposed a t tha t time 
and it was seriously considered at the top echelon. I think the 
American people did not realize we were a t one of those brinks at
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tha t time. This seems to be a second one, but rath er than  be oil 
the demolition shelter basis, it is more now on a fallou t basis. 

Senator M agnuson. Thank you.
(The statement referred to follows:)
Statement of George D. Riley, Legislative Representative, AFL-CIO

The AFL-CIO requests res toratio n to the  orig inal budge t figure of some $25 
million deduc ted from II.R. 7445  in the  House  App ropr iatio ns Committee  and 
which cut  was sustaine d by the  House of Representati ves.

I doubt  th at  any organization  has app eare d so consiste ntly  before your 
committee to plead the cause  of civil defen se for  so many yea rs and  wit h more 
earn estn ess tha n has the  AFL-C IO.

We believe th at  our  sinc erity in thi s mat ter has  brou ght worthwhile resu lts 
in the  face  of carriers and de tracto rs who have  assumed cynic al views with but 
sca nt concept of the tru e purpos es of civil defense and, furth er,  wit hou t offering 
any constructiv e and bet ter arr ang em ent  for  such defense.

I am convinced th at  those att ac ks  on our nat ion al defense—or the  lack 
thereof—should long since have been answ ered  with  cha pte r and verse  by more 
and bet ter  inform ed propon ents of civil defense.  They have  been answered by 
such able  Members of the House as Rep resentativ e Chet Holifield who knows as 
much a s a ny one man, I believe, ju st  w hat  the civil defens e score really is. There  
was form er Represe ntat ive Car l Durham who likewise recognized our needs in 
thi s regard.

And, if I may be pardo ned a pers onal  refere nce, your  own Subcommittee on 
Inde pend ent Offices of the Sena te has answe red, through deeds, many of the 
ass aul ts on our  nation al civili an ram par ts.

We come he re once more to ask  th at  a close, clear look again be given to what 
has  been, knocked off thi s civil defen se budget in the  House and  to rep air  th at  
damage.

The AFL-CIO  has consi stent ly sta ted  its  policy of opposing any thin g designed 
to tra ns fer oth er than norm al operationa l func tion s of a civil defense  natur e to 
the  m ilita ry. We wan t the  record  to show our continued opposition in this mat­
te r and particular ly in the  announcement  of tra ns fer of the she lter progra m to 
the  De par tme nt of Defense. Planni ng and  pr ograming  for civil ian shelter  would, 
In our  opinion, logically  be deleg ated to the  agency of Govern ment presently 
charg ed wit h housi ng or, if in its wisdom Congress creates a new Dep artm ent of 
Urban Affairs, the  she lter  pro gram  for civil ians would as logically become a pa rt 
of this  De part men t.

We also are  concerned when we re ad of a  $ 20 billion program of she lters before 
it  is determin ed wher e the operational respo nsibi lity for thi s program is to be 
vested. Our concern stems from the  added confusion this  stag geri ng figure lends 
to the p rese nt reorgani zatio n problems within  OCDM.

The lead ersh ip n ecess ary to f orm ula te policy and provide  efficient a nd effective 
guidan ce in program are as should be recruit ed withou t fu rthe r delay. The 
AFL-CIO  firmly believes shelter  to be a progr am of such vit al impo rtanc e as 
to require  seriou s and care ful cons idera tion of those  charge d with  its  prog ram­
ing and implementa tion.

The ne are st appro ximation I can make  to the  per capi ta app rop riat ion  pro­
posed by the House for the fiscal ye ar sta rti ng  nex t week is 42 cents, man, woman, 
and child. To res tore  the  full  budg et of $25 million would mean approxim ately  
10 cen ts per caip ta more, or ab out 52 cents.

We believe th at  the  American population is well worth 52 cents apiece to come 
up to the  figure set by the  White House  on the  item s involved in the  orig inall y 
suggested appropr iation for  OCDM.

As you know, the  House declined even to provide $1,227,000 for  a fall out  
shel ter in rhe projected White  House offices to be co nstru cted on West Execu tive 
Place. Certa inly,  in view of the  shelters alread y provided and being provided 
with  lit tle  fan far e in the  public build ings of Washingto n and elsewhere, wo 
would look a long time before we would wish to encourage deni al of protec tion 
for the staf f of the  Presi den t of th e Uni ted State s.

Speaking of shel ters,  we are  remin ded of the  civil defense  program known as 
NEAR. We have observed this  progr am on a tes t basis  at Cha rlotte. Mich., and 
are  convinced th at  this  comes closes t to being what the American people need 
and can afford, and with gre ate r effectiveness In warning them of app roac hing
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dang er with  the  gre ate st possible margin of time. The NEAR system brings 
into the home, day or night, the ale rt to which we are  entit led. I have atta ched 
to this  stat eme nt an appendix A which sets  for th wh at NEAR is all abou t and  
the necsesity for its  in sta llat ion  and operat ion.

As for the fea tur e in the  legislation titled “Feder al cont ribut ions, ” and which 
item in the bill as passed  by the House assum es a real istic  figure, af te r several 
years  of delay, I also include as appendix B a discussion of this  subject .

We are  pleased  to note tha t the House has gra nte d the $22 million which 
was budgeted fo r fiscal yea r 1962.

It  is noted th at  und er the headin g “Research  and development,” some $1,- 
500,000 has  been trimm ed from the proposal for $4,500,000. If proto type fall out  
shelters for dem onst ratio n purposes are to have the ir value, we believe th at  a 
real istic  sum is necessary in this regard.

We also note th at  the  bill as passed  by the House car ries  $21,600, 000 for 
“Emergency  supplies and  equipme nt,” as aga ins t $36 million in the budget, or 
a drop of $14,400,000.

While the House  rep ort  stat es tha t, “The re are 1,932 emergency hosp itals  of 
200 beds each assemb led now,” it cer tain ly is imp ortant, even with  the  “add i­
tional 500 hosp itals  inste ad of the  1 ,000 as the agency had reque sted, ” to realiz e 
th at  the popu lation of the United Sta tes is growing  at  the ra te  of near ly 2.5 
million annually.

When the emergen cies aris e and the re is an insufficient number of hosp itals  
and  insufficient number of beds, when the bedload is at  its peak, th at  is going 
to be the time when hosp itals  are  going to have to make decisions and fa st— 
whe ther  to rou t from the ir beds pat ien ts they deem dispensable or even ex­
pendable. The  5 00 hospi tals multiplied by the 200 beds will obviously be 1 0,000 
beds to be sp read  aro und  the country, probably much too thin to meet the crises 
wherever they be found.

We would wish to depend upon the agency respons ible for  plan ning  civil de­
fense to provide wh at it believes to be the rea list ic figure in this  regard  and 
not rely upon a form ula of divid ing 1,000 by 2.

Under  the heading,  “Sa laries  and expense s,” it is noted th at  the House  
placed a limi tation of 303 persons to be employed in the Dis tric t of Columbia 
dur ing fiscal yea r 1961, and proposes to ma intain  303 as the ar bi tra ry  figure for  
1962, addin g that, the 303 level has been exceeded by 50 jobs. It  is difficult 
to know how the 303, ra ther  tha n 300 or 313 or any othe r figure, is arr ive d at  
to specify how many jobs shall be in the  Di str ict  of Columbia.

We do not concur  in the proposal th at  civil defense operat ions, including 
the shel ter program, be delivered to the  Depar tme nt of Defense and th at  OCDM 
be relegated to a mere plannin g agency. We mainta in and have said to several 
committees, including the House Governm ent Operation s Committee, th at  we 
feel strong ly th at  civil functions should never be subordina te to mil itar y opera­
tions, though they may be closely allied  and essenti al one to the other.

In this  connection, on May 3, 1961, Rep rese ntat ive Melvin Pric e of Illinois , 
among the best informed members of the  House Committee on Armed Services, 
st at ed :

“In my view we need more in the way  of basic  legisla tion tha n any amend ­
ments to Public  Law 920 can accomplish. We need to estab lish a completely 
new legis lative fram ework which acknowledges th at  non mili tary  defense  is 
prim aril y a Fed eral  responsibility  and which conceives this responsibi lity in the 
broa der context of to tal natio nal secu rity  pr epar edne ss.”

He continued: “The type of nat ional plan of action I am speaking of would 
conceive of non mil itary defense as embracing the  tota l complex of activ ities,  
othe r tha n mil itary, required to pre par e our people and our economy aga ins t 
the  effects of possible war, to survive and emerge from the ashes of atta ck,  to 
mainta in the  cont inui ty of Government and essen tial product ion, to proceed 
tow ard pa rti al recover y and then tow ard full resum ption of peacetime pur sui ts.”

Speaking on mobiliza tion plann ing and civil defense  j us t 1 yea r ago, Pres iden t 
Meany prese nted deta iled recomm endations to the  Democratic plat form  commit­
tee in which he said, in p a rt :

“While the  hope of all Americans is for  successful intern atio nal  negotiation s 
leading  tow ard disarmam ent, our Natio n mus t remain stro ng in the  face of the 
continued th reat  posed by the Soviet Union.

“A major Government functio n mus t be to continue to develop an effective 
civil defense  and mobilization planning  program. The Federal Government  
must assum e the  leadership in developing a gre ate r awarene ss of the  dange r
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among the  general public and in demonstrating how adequate protection can be 
achieved against  the danger of atomic blast as well as fallout  radia tion.”

The Republican platform on this subject contained the following language 
in I960: “Intensified development of active civil defense to enable our people 
to protect themselves against the deadly hazards  of atomic attack, particularly 
fallout; and to develop a new program to build a reserve of storable food, ad­
equate to the needs of the population afte r an atomic attack.”

Only this year, the President of the United States, in part , has said :
“The primary objective of civil defense, survival of our people in the event 

of nuclear war, is of utmost importance to our Government and to every person 
in the United States. Protection of our population should be the basic concern 
of every American who loves his country above his own personal gain.

“Each one of us should actively seek to give wholehearted support and partic­
ipation to our local civil defense corps and its objectives. Survival in disas ter 
can be achieved by each of us only when we join hands together in a team effort 
for mutual protection. Civil defense cannot give us survival until we give 
civil defense our service in the intere st of our families, children, and Govern­
ment.”

The AFL-CIO is not expert on the requirements of the population of the 
United States  in this field. We necessarily rely upon the thinking of those 
who are employed to do the job. We have been represented on the advisory 
council to the OCDM and have what we know to be valuable advice available 
to those in authority. Any failu re to call for tha t advice can be a loss to all.

We are not expert on the cost of small or large programs, but we willingly 
pay our share in the earnest endeavor to have America protected from all  enemies 
“from within and without.”

We do rely upon the estimates and conclusions of the Holifield House Sub­
committee on Military Operations and have said so in appearances before tha t 
group. Labor at all times is ready to take its position in the frontlines  of 
public interes t groups, to share their responsibilities and to encourage what is 
required in the way of programs and administration  of such programs to 
strenglhen us in all quarters tha t we may stand and deliver against the com­
mon enemy who has declared th at he intends to “bury us.”

Appendix  A

National Emergency Alarm Repeater (NEA R) System

The need for a better and more widespread method of warning became acute 
as the missile era commenced. Since the entire Nation is subject to attac k 
with little  advance notice, rapidi ty of dissemination of attack warning to the 
greatest possible number of people is essential.

Various methods of dissemination were analyzed, tha t is, telephone, radio, 
and powerlines. The last method, it was determined, provides the greates t 
coverage. Research efforts, therefore, were channeled into this area.

One means of utilizing the powerlines for the conveyance of warning is by 
interruption  of the curren t on the system, thereby triggering a warning device. 
This means, however, has the obvious disadvantage of being activated by any 
l»ower failu re caused by lightning, wind, and so forth. Therefore, it was 
discarded.

The European-developed method of superimposing a signal of a different cyclic 
rate  than tha t of the normal current was also examined. This proved to be 
the best solution to the problem. The National Emergency Alarm Repeater 
(NEAR) system resulted. Some $900,000 was spent in the research and devel­
opment leading to this system.

The system is composed of specially designed static type generators  installed 
at certain  substations in each power system, and of a receiver plugged into an 
electrical outlet in each home, factory, and so forth. The generators convert a 
small portion of the 60-cycle curre nt to 240 cycles. This l att er curre nt activates 
the receiver which then emits a loud buzz. The action taken by the recipient 
has yet to be decided, but might include turning on his radio for fur the r instruc­
tions. going to his shelter, and so forth.

Experimental installations  were made on the Consumers Power Co. system 
of Michigan at Battle Creek and Grand Rapids. The system received its first 
public demonstration at Charlotte, Mich., October 12, 1960. Officials of Govern-
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ment, labor, and of the  power  and othe r indu stry , and  members of the  news 
media were in attendance.  The dem onstrat ion’s cost of $29,840 included the 
purch ase of 2,000 receivers  which were used in the  test,  and miscellaneous other 
requirements. Complete live television coverag e was afforded the test . The 
concensus was th at  the  demo nstra tion was an unqua lified success.

The AFL-CIO was  officially repre sented  at  the  NEAR demonstrat ion.
In fiscal yea r 1961, $100,000 was allo tted  to the  progr am. An anal ysis  of the  

ent ire Consumers  Powe r system was thu s made possible. Thi s ana lysi s is a 
necessary pre lim inary step to completing the  ins tal lat ion  of the NEAR system 
upon tha t pow er network.

In fiscal yea r 1962, $400,000 has been reques ted. Thi s amou nt will be used 
towa rd making  NEAR opera tional in Michigan.

Fisca l year 1963 plans contem plate the  app rop riat ion  of $10 million for  the 
program.  Michigan will be completed and the  Sta te made  operat ional . National  
ins tallatio n will be commenced in fiscal year 1963 , also.

The balance of the  fun ds required, $50 million, may be reque sted for  fiscal 
year 1964. The system should be opera tional nat ion ally  by Jul y 1, 1965. NEAR 
will be inte gra ted  into  the exist ing atta ck-warnin g system as it is insta lled.

The receiv er design is undergoing analysi s by several highly repu tabl e firms 
with  the hope th at  its design can be improved an d/or  its  cost reduced. This  
analy sis is being performe d volu ntar ily by thes e companies at  no cost to the  
Government.

With  the implementation  of the system nationa lly,  the  Nation  will have an 
attack-w arni ng system capable of reach ing an ave rage of 96 percent of the  popu­
latio n a t a ny time, alm ost instantaneou sly.

Appen dix B 

F ederal Contribu tio ns

PERSONNEL AND ADMINISTRATIVE EXPE NSES

The Federal  Civil Defense Act of 1950 (Pu bli c Law 920) first  designated  the  
prim ary respo nsibili ty for civil defense as th at  of the  Stat es and the ir political 
subdivisions. Publ ic Law 85-6 06 lat er  amended the  original act and declar ed 
this respo nsibili ty to be vested join tly in the  Fed eral  Government and the Sta tes 
and the ir politic al subdivisions. Thus OCDM, f or the  first time, could matc h the 
costs involved in the  staffing and adm inistra tion of civil defense orga niza tions at  
Sta te an d local levels.

In fiscal yea r 1961, Congress first app ropriated fun ds for this proc ram with  
the  un ders tand ing th at  the program  would be sta rte d on Jan ua ry 1, 1961. Under 
the provisions of Public  Law 85-60 6. coupled with  inst ruc tion s and regu lations 
lat er  issued by OCDM. the  following  con ditions b ad to be met or firmly scheduled 
for  completion by all Sta tes  and politica l subdivision s pri or to the ir par tici pat ion  
in th e program :

(1 ) Ins tal lat ion  of an acceptable me rit system to encompass all par ti- 
pants .

(2 ) Acceptance of the  natio nal plan for  civil defense  and defense  mobili­
zation.

(3 ) Esta blis hm ent  of Sta te and local operational plans  in line with  th e 
nationa l plan, to be in effect in all poli tical  subdivis ions of the Sta te and to 
be man dato ry on them.

(4 ) Operatio nal plans to be adm inist ered  by a single Sta te acencv.
(51 Esta blis hment of a full-tim e civil defens e director, or deputy  director, 

by all State s.
Under these  co nditions we find t ha t civil defens e h as reached a new sta tu re  in 

nationa l recogni tion. Personn el can no longe r be hired  and fired at  the  whim 
of an indiv idual. Vario us civil defense orga niza tion s can no longer determin e 
the ir individual are as of respo nsibili ty and metho ds of meeting emergency re ­
quirem ents. Differences w ithin a p ar tic ula r Sta te or area mus t be resolved wit h­
in a single emergency plan or w ithin  the Sta te or nat ion al plan. In short , we ar e 
convinced th at  civil  defense  h as become a profession.
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F ederal Trade Commission 
National Association of Retail Grocers

STATEMENT OF HE NR Y BISON, JR ., GEN ERA L COUNSEL

General Statement

Senator Magnuson. Mr. Bison, of the National Retail Grocers 
Association. •

Mr. Bison, you are re stricting your testimony to the section of the 
bill relating to the  Federal Trade Commission?

Mr. Bison. Tha t is righ t, Mr. Chairman. I  have copies of my 
statement.

Senator Magnuson. All right, we will be glad to have them.
I t is a short statement. You go right ahead, Mr. Bison, and read it.
Mr. Bison. Mr. Chairman and gentlemen, we are very grateful 

for  this opportunity to present our views on the 1962 appropriation 
for  the Federal Trade  Commission. For a number of years, this 
association has urged a substantia l increase in the staff of the Federal 
Trade Commission.

The National Association of Retail Grocers represent so-called 
independent, or locally owned and operated, food retailers. Its  mem­
bership includes single unit, multiunit , small store, and supermarket 
operators.

Eig ht out of ten members have an annual sales volume of less than 
$500,000. Forty-eight percent of the membership operate in towns 
under 25,000 popula tion; 18 percent in towns with a population  of 
25,000 to 50,000; 9 percent in towns 50,000 to 100,000; and 25 percent 
in cities over 100,000 population. Slight ly over 80 percent operate 
jus t one store.

restoration requested

This association urges that the Federal Trade Commission receives 
its full requested appropriation  of $10,690,000 for the coming year. 
We do so for several reasons.

The first is because there are many violations of the a ntitrust laws 
taking place in food distribution . In a recent annual repor t of the 
Senate Small Business Committee, reference is made to the unhealthy 
competitive trends taking  place in this  industry.

A few years ago the same committee sta ted :
Probab ly nowhere, is the double standard  of personal and executive morality  

more in evidence than in the  food and grocery field—to the  smal ler elements 
with in it, a horror chamber of corrupt competitive pract ices.

These practices include price discriminations, secret rebates, hid­
den discounts, discrimina tory advertising  and promotional payments, 
special services, undercounter payments, and secret deals given to fav­
ored retailers. In addition, the merger trend in food retailing has 
been substantial in the la st few years, and in recent months this trend 
has increased.

responsibil ities  of commission

The Federal Trade Commission has a heavy burden of responsibili­
ties administering and enforcing the Clayton Act, the Federal Trade

71036—61------50
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Commission  Ac t and  various addit ion al trad e reg ula tio n laws. A 
sub sta nti al per cen tage o f its  an timono poly inv est iga tions  an d pend ing  
cases involve numerous typ es of vio lat ion s by food  indu str y members.

The mos t serious  economic problem  in food  di str ibut ion tod ay  is 
the  gro wing con cen tra tion of economic powe r at  the  re tai l level. 
Because of  th is, a lar ge  num ber o f ha rm fu l trad e practices  are  t ak in g 
place . These p rac tices in ju re  com pet ition and destroy  o r c urt ail  com­
petiti ve  oppo rtu ni tie s for  indepe ndent  reta ile rs.

The majo r purp ose o f the Cla yton Ac t and the Fe de ral  T rade  Co m­
miss ion Act is t o preven t inj ur y to c ompet ition an d a tendency tow ard  
monopoly . The design of  these  sta tutes  is to  sto p ha rm fu l practices  
before  substan tia l ha rm  ta kes place.

To ca rry  ou t th is in tent  of Congress, it  is necessary th at  t he Fe de ral 
Tr ad e Comm ission  hav e an adequate staff and sufficient resources to 
secure adheren ce to the  l aw wi tho ut undue delay. Since the  preven­
tio n of in jury  to  th e compet itive sys tem i s a m ajor  respo nsi bil ity  of th e 
Fe de ral Tr ad e Commiss ion, it is clear th at  quick action in br inging  
about compliance is essen tial  fo r thi s agency. Th e Commission  mu st 
act  wi th speed to preven t irr ep arab le in ju ry  to com pet ition. I f  it  is 
una ble  to do th is, t he  purpo se of the  law is de fea ted .

EFFECTS OF DELAY IN  ACTION

I t  is also a m at te r of concern to us th at pro lon ged delay by the 
Federal  Tr ad e Com miss ion in enforcin g the  laws it  adminis ter s fr e­
quently  results in severe c ompet itive in jur ies  t o ind ividual businesses. 
In  food  ret ail ing , it inva ria bly happens th at  ind ependent opera tor s 
are  in jur ed  by violations . Th is associat ion general ly rep resent s the 
vic tims of  law violations comin g w ith in the  Comm issio n’s jur isd ict ion .

Because  of  th is fact , we have a long sta nd ing  pol icy  of su pp or tin g 
an d ass ist ing  the  Com mis sioner ’s efforts to secure compliance wi th 
the sta tutes  under its  admi nis tra tio n. We  have filed wi th the  Com ­
mission  m any  a pp lic ati ons fo r compla ints a lon g w ith  f actual  evidence 
of  vio lations tha t are  b ro ug ht  to  ou r att en tio n. As you can see, small-  
an d medium-s ize food re ta ile rs  are str on g supp or te rs  of  the  Com ­
mission  and th e work  it  is doing.

A long delay in investi ga tin g cases an d br ingi ng  them  to a sa tis­
factory conc lusion encourages violations. Th e lon ger vio lators  suc­
cessfu lly evade the law, the less respect they  and the business com­
mun ity  hav e fo r the law.  Th is makes the problem of  enforcement  
more difficul t and co nseq uently more expensive. I t is more econom ical, 
as well as more e ffective, to  provide the  C omm ission wi th the  perso n­
nel it  needs to p erform  its  work exped itiously.

WORK INC REASE

I t  is clear th at  the work of  the  Federal  Tr ad e Commission in the 
pa st 12 months has  increased. As of  May 31 th is  year,  it had 2.519 
pend ing inv est iga tions,  whe reas  on the  same da te la st  year  it ha d 
1,808, or an increase  of  39 percen t in pend ing  inv est iga tions  du ring  
th is  12-m onth  p erio d. Res tra in t of tra de  i nvest iga tio ns  ju mped fro m 
931 to  1,203, or  a 29-percen t increase. Dec ept ive  pract ice  inv est iga ­
tio ns  increased  from 877 last  year  to 1,316 th is  year,  an increase  of  
50 percent .
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We understand tha t in some of the Commission’s field offices a 
matt er referred to it for investigation will not ordinarily be reached 
for a year or more.

The long delay in commencing and completing investigations some­
times means t ha t the Commission is unable to decide on whether to 
file a complaint until it is too late to provide an effective remedy 
against serious injury  resulting  from a violation.

Inju red partie s can be driven out of business durin g the year or 
more it takes before an investigation is star ted. If  2 or 3 additional 
years are required to secure a final cease-and-desist order, the viola­
tion can continue for a period of 3 or  4 years, and sometimes more.

The Commission has requested an appropria tion of $10,690,000 for 
the coming year. This is $2,680,500 more than its present appropria ­
tion. But only $1,630,500 of this increase is for the regula r work of 
the Commission.

The remaining par t of the increase, or $1,050,000, is for supple­
mental duties required by the request of the Attorney General to 
investigate compliance with a large number of court decrees entered 
in ant itrust cases brought by the Department of Justice.

H ouse R eduction

The House of Representatives has reduced this increase in the Com­
mission’s appropriation for the coming year from $2,680,500 to 
$1,990,500. This represents a reduction of 25.7 percent.

In terms of the Commission’s regular program, the reduction by 
the House of Representatives of $420,000 means that the Commission 
will have 54 fewer people on its staff than it  needs.

In  our view, $10,690,00 is not too much to spend for the purpose 
of preventing restra ints of trade , and deceptive acts and practices. 
We believe tha t the competitive enterprise system is worth whatever 
it takes to preserve its health and vigor.

There are forces a t work in the economy which, if not restrained, 
will seriously injure  competition. We urge tha t the Commission’s 
requested appropria tion be granted in full. We believe tha t this 
money will be well spent.

Many times tha t amount can be saved by preventing substantial 
injuries  to competition and tendencies toward monopoly. An ounce 
of prevention is worth a pound of cure. This is why we urge the 
Commission be provided with the necessary means fo r doing its job 
in the most effective way possible.

Senator  Magnuson. Thank you, Mr. Bison.
Any questions?
Senator  Schoeppel. I would like to ask one question.

CONCENTRATION OF POWER AT RETAIL LEVEL

On page 2, you say the most serious economic problem in the field 
of food distribution today is the growing concentration of economic 
power at the retail level.

Give us some illustrations  of what you mean by that.
Mr. Bison. Well, I can say to you, Senator, tha t every year  the 

percentage  of national sales by all food stores or grocer}’ stores is a
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la rg er—a la rg er  perce nta ge  of  those sales are  in  few er and few er 
stores ac ross the Nation .

Se na tor  Schoeppel. In  oth er  words, co nsolida tion s.
Mr.  B ison. Yes, sir .
Se na tor  Schoeppel. W ha t are  they  going  into, the big  c hain s?
Mr. B ison . Yes, si r.
Se na tor  Schoeppel. In  othe r words, you are  speakin g from the 

sta nd po in t of  the  ind ependent opera tor s in  these are as?
Mr. B ison. That  is correct , sir.
Se na tor  Schoeppel. I presum e, of course, you  have tak en  into con­

sidera tion the  gr ow th of  these urban  areas, c ons olidat ed shoppin g cen­
ter s, w hich  of  course , have e lim ina ted  a lot  of  downtow n, t raffic. Bu si­
ness has been e lim ina ted  in  some of  those a rea s because o f p arki ng  d if ­
ficulties a nd  all  a tte nd an t chang es th at  hav e come about.

PL IG HT OF IN DE PE ND EN T OPERATOR

Mr. B ison. One  of  the  problems an ind ependent op erator  has tod ay  
is th at he cannot ge t in to  the se s hopping  cen ters , because  a lease signed  
by a local op erator  w ill no t hav e any cre di t on the part  of the  people 
who loan  money fo r thes e centers . Th ere fore,  the peop le who bu ild  
the cen ters  have to have  a na tio na l chain  as a lessee in orde r to  get  
money to p ut  up the sho pp ing center  in th e f irs t place.

So, in ma ny cases, even the most successful local or  ind ependent 
op erator  is exc lude d fro m such  shoppin g cen ters , irre spe ctive  of  his  
ab ili ty  to  opera te a succe ssfu l e nte rpr ise . Th is is a v ery  serious p ro b­
lem. I t  con tribu tes  to th e concentratio n.

Se na tor Magnttson. Th e con tra cto r must come up  w ith  several leases 
in o rd er  to make the loan ?

Mr . B ison . Seven ty or  seventy-five pe rcen t of th e space,  Se na tor , 
mus t be g enera lly  leased to tr ip le  A, No. 1 c redi t r isk s, n ati on al  c red it-  
ra te d risks.

Oth erw ise, th e prom ote r wi ll no t be able  to  get t he  loan to construct 
the cen ter. The in iti al  companies do no t rega rd  a lease sign ed by a 
loca l op erator  as merch antable. I t  makes no difference wh at the  ex­
per ience of  th is loca l op erator  is, how successfu l h e is. The fact  t hat 
he  i s local is enough. Th is is a very serious  p rob lem  and  there is no 
answ er to  it  rig ht  now, because  ther e is no  provision  fo r insur ing leases, 
as it  were, as you ins ure  home mortgage s un de r FH A . Th ere  is no 
pro vis ion  f or  insu rin g leases.

Se na tor M agnuson. In  m ost  of those cases, too, Mr . B ison , th e local 
lend er  has no t been to  t he  local bank  a nd  the local people are  c ircum ­
ven ted  because the ins urance companies make the loan . Th ey  have  
ve ry  litt le  to s ay about it, too.

Mr. B ison . That  is righ t, the insura nce  com pan ies  look  upon it  as 
a m at te r of  routine . E it her the lease is signed  by  a na tio na l chain  
or  it  is not. I t  is a sim ple  matter .

GUARA NTE ED LE AS ING PROGRAM

Se na tor  Schoeppel. I  un de rst and th at at  a he ar in g of the Sm all  
Bus iness Com mit tee the  othe r day , there was  tes tim ony to the  effect 
th at the Sm all Bus iness Comm ittee  is goin g to  look in to  the g ua ran tee d 
lea sin g prob lem.

Are you fam ili ar  w ith  th at ?
Mr.  Bison . Yes; I  am, Senator.  I  hope th at it  wi ll be successful,  

because as the local mo vin g increases, the  ope ra to r—I  am n ot  th inki ng
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o f the successful local opera tor , because essent iall y th at  i s th e type  of 
per son  who would  go in to  a sh op pin g cen ter—today in ma ny cases he 
is proh ib ite d fro m even being conside red as a lessee because of  the  
mere fact  th at  he is smal l. Al l the  o ther  contribu tio ns  he  could  make  
to  th e c en ter  a re dis reg ard ed.

As I  sa id b efore, e ither t he  lessee is a na tio na l rated —na tio na l c redi t­
ra te d t en an t o r he is  not.

Se na tor Allott. Mr. Ch air man , I  th in k th ere are a  lo t of  thi ng s that  
co nt rib ute—t ax at ion and othe r th ings —th at  c on tribu te to  the  genera l 
worsenin g of  the sit ua tio n of  the small ind ependent gro cer y owner. 
Thi s is true  wi th  dru gstore s, true  w ith  m any  othe r line s vis -a-vis  the  
big ones.

As I  said the oth er day at  th e heari ngs, I  t hi nk  th e most im po rtan t 
part  o f your  s tatem ent fo r me is th at  unless t he  c om pla int s can be i n­
vestiga ted , processed, and acted on, it  does no t m at te r wh at you  do a 
year  f rom  now or  2 years fro m now. Th e fellow is o ut of  business, he 
has  lo st hi s shi rt , a nd  th at  is the  end of  him.

So, unle ss you  can  act  speedi ly, with  reason able speed, th e FTC is 
of  no  avai l.

Mr.  B ison . I  co uld no t------
Se na tor Allott. I th in k th is  is the most im po rtan t th in g abou t it, 

as fa r as sma ll busin ess is con cerned.
ANTITRUST LAW ENFORCEMENT

Air. B ison . Sena tor , o f all the t hing s we do to increase th e e ffective­
ness of  the an ti trust  laws, th is  a pp earan ce  here  tod ay  i s more im po r­
ta n t th an  any othe r because we can have th e finest  l aws on the books, 
Con gress can cre ate  the mos t f ai r s itu at ion u nd er  law. But  i f it  is no t 
enforced exp edi tiously, it  is of  absolu tely  no value to  us at  all.  Be­
cause ou r people  a re pu t ou t of  business and  gone and wh at  can  Fe d­
era l Tra de  Commiss ion do with  an ord er?  I t  cannot rec rea te the 
business.

So we con sider th at  of all th e an ti trust  ef for ts we go to du ring  the 
law, thi s is th e most i mp or tan t.

Se na tor Magnuson. We hav e been  ur ging  the  Fe de ra l Tra de  Com­
mission  fo r some years, wi th  some mo der ate  success, to  beef up  the  
field opera tio ns  whe re th is  so rt of  th in g of whi ch you  com pla in wil l 
be un de r comp laints  and com plianc e and give  more auton om y in  t he  
field, h op ing t hat  wi ll expedite  ma tte rs.

Th e new c ha irm an test ified on th is  ap pr op riat ion th a t a gr ea t par t 
of  it was—more of  it was—t o beef up  the field offices t han  the head­
qu ar ters.

Mr. B ison . Tha t would be ve ry he lpfu l. For ins tance,  we un de r­
stan d th at  in the New Yo rk  field office, un de r no rm al rou tin e, if  
we w ere to go in tod ay a nd file an ap pl icati on  fo r a c om pla int , which 
is wha t we file, an appli ca tio n fo r a com pla int , it  wi ll be a ye ar  or 
more before even  an i nvestig ati on  can  be conducted.  You know how 
lon g it  tak es fo r an inv est iga tio n. By  th at  tim e we migh t ju st  as 
well hav e saved ou r brea th , because if  it tak es a ye ar  to st art  the  
inv est iga tion, it is going  to be 3 o r 4 ye ars  before the case is co ncluded. 
By  th at  time , it  is a was te of  time .

Se na tor Magnuson. An y fu rt her  questions of  Mr.  Bis on?
(No response.)
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Senator Magnuson. Thank you very much.
Mr. Bison. Thank  you.
Senator Magnuson. Is Mr. Plaisted here ?
(No response.)
Senator Magnuson. I do not see him here.
All right.  Now we have Mr. Gorman here who is going to  direct 

himself to the Veterans’ Adminis tration Medical Research. All of 
us know Mr. Gorman. He has appeared  before us on other occasions 
on this part icular matter.

Alike, you can proceed.

Veterans’ Administration

N ati onal Com m it te e Ag ain st  Men ta l  I ll ness

STATEM ENT OF MIKE GORMAN, EXE CUT IVE DIRECTOR
P rep ared Sta te m ent

Mr. Gorman. Air. Chairman, I will just  highlight if I may my 
statement.

Senator AIagnuson. We will put  this in the record in full.
(The statement referred to follows:)

State m ent by M ik e  Gor man , Exec uti ve D irec to r, N ati onal Com m it tee  
Again st  M en ta l I lln ess

Mr. Chairman and members of the committee, for fiscal 1962, the administra­
tion proposes $22 million for the entire medical research program of the Vet­
erans ’ Administration.

This is an increase of only $500,000 above the amount appropriated by the Con­
gress for the curre nt year. Furthermore, it is $5 million less than the alloca­
tion for medical research approved and submitted by former VA Administrator  
Sumner Whit tier to the Bureau of the Budget in November 1960.

We are recommending a budget of $34 million for the VA medical research 
program in fiscal 1962. This is approximately 3 iiercent of the $1.1 billion which 
the Administration proposes to spend for all the medical care activities of the 
Veterans’ Administration  during the coming year.

Those of us who have been testifying for increased VA medical research over 
the past 6 years are most gratified tha t a rigorous, yearlong study of medical 
research in the Veterans’ Administration by the National Research Council has 
given enthusiastic scientific approval to the high quality of this medical re ­
search program. As a matter of fact, in comparing the research productivity 
of VA scientists as against  those employed by the National Institu tes of He alth, 
the National Research Council gives a slight edge to the Veterans’ Administra­
tion. Interestin gly enough, the Council report expressed the view tha t the 
patient-care  responsibilities of the average VA research worker actually en­
hanced his research productivity.

The National Research Council report wTas most critical of the previous ad­
minist ration’s inconsistent cuts in the budgets for VA medical research, point­
ing out tha t “continuation of the recent feast and famine financing will de­
moralize those concerned with research in the VA.”

As its major recommendation, the National Research Council report stated 
emphatically tha t “the importance of research to the VA and the well-established 
trend toward increasing the support for research could amply justi fy at  least 
the doubling of research activity in the Veterans’ Administration, in a stepwise 
fashion, over the course of the next 5 years .”

The National Research Council report also stressed the desperate need for 
adequate research laboratories in the VA.

Most of the VA hospitals built prior to World War II have no research labora­
tories and a high percentage of the hospitals built in the decade after World
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War II contain inadequate laboratory space, particularl y with regard  to animal 
research facilities.

Inspection visits made by the members of th e study committee of the National 
Research Council disclosed tha t converted garages, quonset huts, closed-in 
porches, and abandoned temporary buildings were presently being used for re­
search. The Council report noted tha t “very little  laboratory space now in use 
for research was originally designed fo r tha t purpose.”

The Council estimated that  it would cost about $12 million to bring VA labs 
up to par with other parts  of the research program. Two years ago, the Con­
gress voted $1.5 million for research construction, but this has been the only 
specific allocation for this purpose.

We are therefore recommending $3 million f or research construction in fiscal 
1962 as a modest sta rt toward meeting the total need.

Noting tha t the medical care program of the Veterans’ Administration cur­
rently encompasses 125,000 beds, 114,000 patien ts and 7,800 physicians, it is the  
larges t such program under a single administration in the world. The 1960 
report, “Medical Research in the Veterans’ Administrat ion,” points out that this 
operational control of 10 percent of the hospital patien ts and 4 percent of the 
physicians of the Nation “makes it imperative for the VA to assume responsi­
bility for its potential research contribution. While the research program has 
only begun to exploit its enormous research potential, its accomplishments have 
been considerable and compare favorably in number and quality with those of 
any recognized natio nal program.”

The opportunity to do high quality medical research significantly assists the 
VA in recruiting and maintaining tlie most competent physicians.

Even more important, the existence of a dynamic medical research program 
guarantees the highest quality of patie nt care. As the 1960 annual  report ob­
serves, the patients of some VA research hospitals may receive the benefits of 
medical advances months, or even years, ahead of patients in nonresearch 
institutions.

It  is also important to note tha t all VA medical research is related  to the 
medical care responsibilities of the entir e hospital system. Any member of a 
VA hospital professional staff who wants to do research presents his proposal in 
competition for funds and space with other staff members, and its value is based 
largely upon how closely it relates to the potential improvement of medical care 
in the hospital.

During the past year, fortified by the wise congressional action in considerably 
lifting the inadequa te medical research allocation originally proposed by the 
previous adminis tration,  medical research in the Veterans’ Adminis tration en­
joyed its  most significant and productive year. Many of its  magnificent research 
studies were published in some of the Nation’s top medical journals .

Time does not permit a detailed discussion of the more than 6,000 research 
projects carried  on during fiscal 1961. But the following categories of research 
relatin g to the major medical care responsibilities of tlie Veterans’ Administra­
tion are  worthy of particu lar mention :

TUB ERCULOSIS

As the committee well knows, the Veterans’ Administration has been a world 
pioneer in the testing and evaluation of new drugs effective against tuberculosis. 
Over the past 6 years, t his research program has reduced the number of hospital­
ized tuberculosis patien ts by more than 6,0(X) and has saved the Veterans’ Ad­
ministration considerably more than $100 million.

During fiscal 1961, the VA conducted more th an 300 individual research proj­
ects in the field of tuberculosis with parti cula r emphasis upon new drugs which 
may be effective in patien ts whose tubercle bacilli no longer respond to the 
standard d rug combinations.

AGING

The Increasing age of the average veteran poses the greatest challenge to 
medical research.

As the 1960 annual report notes:
“The average age of t he nearly 23 million veterans  has now passed into tha t 

time of life when more persons have more serious physical ailments, and when 
mental disorders increase in frequency. At 40 years of age there  begins an 
increase in the occurrence rates of many illnesses which become striking by the 
age of 45. * * * The increase in the demands on the VA system th at will be



790 INDEPENDE NT OFFICES APPROPRIATIONS, 19 62

caused by this imminent and enormous influx has placed aging in first place 
among the agency’s concerns. It is of extreme importance tha t every possible 
way to check the flood be investigated.”

The flood is already upon us. Three years ago, when we brought out our first 
factbook on the Veterans’ Administration, 18,000 hospitalized veterans were over 
65 years of age. Today, 27,000 hospitalized veterans are over 65 years of age— 
approximately 25 percent of the entire patient load of the VA hospital system.

During fiscal 1961, the VA stepped up its research programs on aging, but 
the sums it currently  spends in this area are woefully inadequate to the tasks 
at hand.

MENTAL ILLNES S

Victims of mental illness fill more than 50 percent of the beds in the Veterans’ 
Administration.

The cost of care and maintenance of 61,000 psychiatric patients  in VA hospitals 
in 1960 was $315 million. In the short period of 14 years, hospital costs for 
mentally ill veterans have  increased by more than 800 percent—from $38 million 
in 1946 to $315 million in 1960.

Lengthy hospital ization of mentally ill veterans is an important contributing 
factor in these rapidly  rising costs. Forty-fou r percent of these veterans have 
been hospitalized 10 years  or more, with 19 percent hospitalized for more than 
20 years.

Over and above this, compensation and pension payments by the Veterans’ 
Administration to veterans with neuropsychiatric d isabilities totaled $570 million 
in 1960 alone.

The VA has begun the mounting of a large-scale research offensive against  
mental illness.

Over the past 4 years, it  has conducted th e larg est evaluation ever done in any 
par t of the world on the efficacy of the new drugs against various  forms of mental 
illness.

Because of its ability to bring as many as 40 hospitals into this cooperative 
evaluation, and because its medical records are the most complete in the coun­
try, its research results in this field have been accepted and hailed by the entire 
scientific community.

These cooperative studies have demonstrated conclusively the effectiveness of 
the tranquilizing drugs as potent therapeutic agents.

Prior to the VA mass studies, there were relatively few evaluations tha t used 
adequate controls and the results were frequently based on too small numbers, 
so tha t there was conflicting opinion about the tranquilizers.  The results from 
the first four VA cooperative studies provided unequivocal evidence regarding  
the efficacy of the tranquilizing drugs in trea ting schizophrenic reactions, and 
research investigators throughout the country have borrowed the VA protocols 
and instruments for  measuring changes in pati ents’ behavior.

Due to the use of these drugs upon several hundred thousand veterans over 
the past 4 years, there has been a remarkable 40-percent increase in the dis­
charge of mentally ill veterans. Apart from humanitarian considerations, this 
remarkable increase in the discharge ra te has obviated the  necessity of building 
thousands of additional hospital beds costing millions of dollars.

CANCER

On the basis of prevailing statis tics as to the incidence of cancer in this 
country. 5.6 million veterans  will a t some time be hospitalized, or will bp entitled 
to hospitalization, for cancer. If 80 percent of the veterans developing cancer 
receive hospitalization for this condition from the VA, they will cost the ta x ­
payers a total of $6.3 billion.

The VA has established 74 separate  research teams to evaluate chemicals 
showing promise against  various forms of cancer. In fact, the VA cancer 
research effort consti tutes approximately one-third of the national screening pro­
gram to find new drugs effective against cancer.

Through these activities, the Veterans’ Administration has earned additional 
high prai«e in the scientific community by its demonstration once more th at the 
VA hospitals are ideally suited to carry  out well-controlled, well-documented 
group studies in a minimum of time with minimum expense and maximum pro­
ductivity in quantity and quality.

For example, lung cancer is the most rapidly  increasing form of cancer in this 
country. Earl y diagnosis, followed swiftly by adequate treatment, is the only
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cu rre nt means of decreasing  the alarmin g mo rta lity  from lung cancer, of which 
some 4,000 ca ses are  seen in the VA ho spita ls an nual ly.

In cooperation with  the  American Cancer  Society, the  Vete rans’ Adm inis tra­
tion is curr entl y financing  a 2-year study involving  ches t X-ray s and other diag ­
nostic procedures on 15,000 domiciliary reside nts.

In one phase of this  massive study, it  has been estab lished th at  ear ly cancer 
of the lung can be detect ed as easily and sat isfact ori ly as cancer of the cervix  
by examination of th e cells in a smear.

As the vete ran popul ation  ages, the  volume of canc er pat ien ts unde r the  VA’s 
supervis ion and care is increasing. This  poses the obligation of closely following 
these indiv iduals in ord er to afford the  ear liest and  best tre atm ent  for each. 
For  this reason,  the  Vete rans’ Adm inist ratio n has  developed a cen tral  reg istry 
of all cancer admissions  to VA hospita ls, including up-to-da te clinic al da ta on 
each case. In 1958, 26,000  malignan cies were regis tered , 14,000 of thes e being 
newly diagnosed in that  yea r.

HEAR T DIS EASE

Las t year, the  Veteran s’ Adm inist ration spen t $ 32 million for  t he hospital  care 
of victims of he ar t disease.  Over and above this, more tha n 500,000 vete rans  
in 1960 received approxim ately  $460 million  in compensation and pension pay­
ments for disabili ties  resu ltin g from he art  disease.

Duri ng 1961, the re were  more tha n 400 rese arch  proj ects  in  the are a o f ca rdio­
vasc ular  disease. In approxim ately  40 hospi tals,  the re is highly soph isticated  
card iova scular surgical res ea rch ; 30 hos pita ls have  equipment for open he ar t 
su rg ery; and 20 are  equipped for the most complica ted types of ches t surge ry.

Among the many surgical and ins trume nta l improvements resulti ng from 
this  research effort, the  following should be mentioned :

(1 ) In an effort  to salvage pat ien ts faced with the loss of a lower  ex­
trem ity due to he ar t disease, bypass ar teria l graf ts were successfully per­
formed for the  fi rst time a t th e Memphis V.A. hospita l.

(2 ) A device for  stapl ing blood vessels wih stain less steel stap les has  
been cons truct ed and used succesfull.v at  the Oteen VA hospi tal.

(3 ) A mechani cal device to massag e the  he ar t has been perfe cted at  the 
Coral Gables VA hos pital .

(4 ) A simple, easy, quick, and cheap method for  connecting blood vessels 
has  been developed and tested  a t the  Buffalo VA hospi tal.

Vete rans’ Adm inis trat ion rese arch ers have achieved  nationa l renown for  
the ir cooperat ive evaluatio n and dem onst ratio n of two drugs successfully used 
in combination aga inst hypertension.

The VA is contin uing its  many stud ies in the  field of atherosc lerosis , with pa r­
ticula r refer ence to the  roles of fa t and  choleste rol in the  produc tion of this 
disease.

In  conclusion, may I sta te that  we face a simple cho ice: eith er we acce lerate  
the  sums availab le for  VA medical rese arch  or we resign  ourselves to an into l­
erabl e tax  burden for the  hospi taliza tion of thou sands upon thou sand s of add i­
tional vete rans  whose increasin g age ren der s them suscept ible to one o r another  
of the  m ajor  diseases  of o ur time.

On beh alf of Dr. Michael E. De Bakev, prof esso r and chairman  of the de­
par tment  of surge ry, Bay lor University, Houston  Tex.: Dr. Fred erick  ,T. Stare , 
professor and chairma n, depa rtme nt of nut riti on. Ha rva rd Univ ersity: Dr. 
Sidney Farb er, professor of pathology. Ha rva rd University , and medical direc­
tor  of the Children’s Cance r Resea rch Foun datio n, Boston. Mass., and Dr. 
Nath an S. Kline, dire ctor  of research, Rockla nd Sta te Mental Hospi tal. Orange­
burg, N.Y., I appended to thi s state men t our  collective judgm ent as to the  mini­
mum budget needed by the  Veter ans’ Adm inis trat ion to carry  out its responsi­
bilities in the  field of medical researc h.

Mr. Chair man. I have ju st  a couple of comments on the action of the House 
of Re pres enta tive s with reg ard  to th is a ppropriation.

We are  deeply gratified th at  the House  appr opriate d $27 million for  VA 
medical researc h—this is the  exac t sum approved by form er VA Adm inist ra­
tor  Sumner  Wh ittie r, and recommended to the  Bureau  of the  Budge t late las t 
year.

We are  also pleased  th at  the debate on the floor of the House on this appro ­
pria tion  indicated stro ng suppor t for  a specific allocat ion for  constructio n of 
medical rese arch  labo rato ries . Speaking to the  House  with rega rd to the  $27
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million allocated for  VA medical researc h, Congressman Sidney Yates of I llino is 
no ted :

“There  is provision not only for a specific program of projects , but  an alloca ­
tion as well for cons truct ion of laborator ies. Such laboratori es are an esse ntial  
pa rt of a good rese arch  progra m and they are  needed for the VA medical 
program.”

For a furth er  discussion of the desperate  need for thes e resea rch labo ratories,  
may I refer this committee to page 538 of the  House hearing s on Indep endent 
Offices where the re is liste d emergency cons truct ion needs  in VA hospitals  in all 
parts  of the  country tota ling  $12,930,000.

We are  confident th at  the  Senate will uphold the  House action and alloc ate 
a minimum of $3 million specifically for a good beginning in cut ting  down this  
resea rch cons truct ion backlog in fiscal 19(52.

Citi zens ' request for  selected increases in  Veteran s' Ad minis tra tion medical research 
budget for f isca l 1962

[I n  th ou sa nd s]

E sti m ate d  
fis ca l 1961 

ex pend it u re

F is ca l 1962 
ci ti ze ns  
in cr ea se

C an cer ___ _____ ______________________ _______________ _ . $2,252
3,19 2 
2,498 
1,757
1,423 

775 
845

$1, 500 
1,00 0 
1,500 
1,500 

500 
1,000 
2,0 00

H ea rt  d is ea se ._______ ________ _ _________ ___________ _____
M en ta l il ln es s............ ............... ............... ................. .............................
Agi ng ________________  ______ _ ___________ __________ _
T uberc ulo si s_______ _____________________ ______ ______
N eu ro lo gy _________________________________ _________ _______
C oop er at iv e st u d ie s____________________ _____________ ______ _____ _______

T o ta l co st of ad d it io na l re se ar ch  in  V A _______ _____ ________________ 9,0 00
3,0 00A ddit io nal  r es ea rc h la b o ra to ry  f a c il it ie s .. ________ _________ _______________

T o ta l incr ea se  re q u es te d _____ ______________ ______ ____ ______ ______ 12,000 
21,500 
22,000  
34,000

Fis ca l 1961 ap p ro p ri a ti o n .................................... . ................. ............................. . .............
F is ca l 1962 P re s id en t’s b u d g e t________________ ______ ________
F is ca l 1962 ci tiz en s re q u e s t___________________ _____________ _______________

Addendum, VA Senate Testimony

Mr. Chairman, one final obs erv atio n: I und ers tand from very good autho rity  
th at  the Chief Medical Dire ctor  of the  Veteran s’ Adm inist ratio n has  instruc ted 
the  Director of the  medical research prog ram  and his associates to hold to a 
rigid defense of the  adm inis trat ion figure f or VA medical research.

We thin k this  is tota lly unfair.  We believe th at  this  distinguishe d committee 
should hea r the honest, fra nk, profe ssiona l judg men t of the Direc tor of Medi­
cal Research as to wh at he think s is the  minimum  amount needed to develop 
a medical rese arch  progra m in all pa rts  of th e country  designed to save the lives of 
veterans  and ret urn  thou sand s upon thou sand s of hospita lized vete rans  to use­
ful lives in the community. The Direc tor of the medical research program is not 
a budget official, he is an eminent doctor who should be allowed to sta te  his 
opinion as a doctor  as to the  funds  needed to develop this program.  It  is then 
up to this  committee  to equa te his profes siona l requ est with the  fiscal policy of 
the country.

Tt is, we submit, not the  function of the  Chief Medical Director of the Vet­
eran s’ Adm inist ratio n to give rigid budget  ceilings to profess ional people who 
know and  ha ve stat ed their beliefs th at  the  adminis trat ion budget for  VA medical 
resea rch is tota lly inad eouate to the magnificent rese arch  pote ntial  in the 170 
VA hosp itals  thro ugh out  th is country.

G eneral Statement

. Mr. G orman. T thank  von, sir.
T have with me on my ri^ht -----
Senator Maonttson. Dr. F arhe r is here and Dr. F red Stare, who is 

with the Department of Nutrition at Harvard University, and Dr. 
Farh er who is one of the world’s most distinguished cancer specialists.
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Mr. Gorman. Mr. Chairman, briefly our case runs along this line. 
The administration  proposes $22 million for the entire medical re­
search program of the Veterans’ Admin istration and we are recom­
mending a budget of $34 million for this medical research program. 
And as you well know, Mr. Chairman, this is the sixth year we have ap­
peared on the subject.

MEDICAL RE SEAR CH , VETERAN’S AD MI NISTRA TION

We are tremendously interested in creating a very fine medical re­
search potential in the Veterans’ Administration. We think it has 
the finest medical research system in the world and it  is 120,000 beds in 
170 hospitals throughout the Nation, but we are somewhat disturbed by 
the fact tha t it spends approximately $1 billion for medical care at 
the present time which is very sizable. It  spends another $75 million 
for construction and additional money, and yet it spends less than 2 
percent of that at  the present time for  medical research.

Now, we don’t th ink tha t any business like the Du Pon t Chemical 
or any other good industry would run  long on tha t small a percentage 
for research. And we think the product in th is case is not a helicopter 
but a human being. We think there ought to be lots more research on 
human beings, and their  efficiency and functioning.  We are all for 
helicopters, too, but we think the human race is terribly impor tant, 
too.

So the contention we make, Mr. Chairman, th is year—and I think 
we have been pret ty consistent in our contention over the  years, and 
we are terrib ly grate ful to this committee-----

Senator  Magnuson. Let us st art  on page 4. This is very important. 
And let us get down to cases here where you start on TB.

VA WOR K IN  T.B .

Mr. Gorman. Now, I think  the  TB is the most dramatic  example of 
this. The VA, start ing in 1946, pioneered in the evaluation of new 
drugs against TB. This was the largest research evaluation ever 
done on streptomycin, PAS, and isoniazid. And through these studies 
which were then transla ted throughout the research world, in the 
Veterans’ Administration alone there has been a drop from 16,000 TB 
beds to 8,000.

Now, tha t saving is estimated, and I think tha t is a very conservative 
estimate, at about $100 million. I think it is much more now. My 
figure is a fiscal 1959 figure.

One example is t hat  Veterans ’ Admin istration TB hospita ls have 
closed in all part s of the country. This is a real saving, a tremendous 
one.

PROBLEM OF AGING

In the aging area, I advert to this problem for one very simple 
reason. As a veteran myself, I don’t like to refer  to aging problems 
too much-----

Senator  Magnuson. There is nothing personal in this because we 
are all getting in that  shape, we World War  I I guys, too.

Mr. Gorman. Well, this aging process which we haven’t found a 
cure for yet, Mr. Chairman, now means tha t the average hospitalized 
veteran is 50 years of age. This is a problem tha t is going to-----

Senator Kuciiel. Just a young man.
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Mr. Gorman. Young men of about 50, Senator Kuchel. But as these 
young men grow older, they are going to be faced with the chronic 
illnesses, mainly cancer, heart disease, mental illness, and the other 
degenerative illnesses.

Now we don’t, Mr. Chairman, want these to turn  into rocking chair 
homes or old domiciliaries and we are kind of afraid—I remember as 
a journalist back in 1945 when I  was quite critical of the old Veterans’ 
Administration  hospitals under General Hines and was up before Mr. 
Rankin because of some remarks I had made in Collier’s magazine, I 
said tha t I think  we ought to have first-rate medical hospitals for 
veterans of World W ar I I and not fu r-lined rocking chairs.

This was a beginning, as so many of us know, under Paul Hawley, 
and I  t hink  i t is today the finest public hospital system in the world, 
but we don’t want it to degenerate and we don’t want it to be jus t a 
rocking chair place where little ladies from the Red Cross come in with 
nice baked turkeys. I am all for the Red Cross, too, but we want 
medical care and we want these veterans to get back and become pro­
ductive.

M EN TA L IL L N E SS

The other example I am interested in particularly , and the other 
doctors will talk  to this in a litt le more detail, is the problem of 
mental illness, for one simple reason, that  i t fills more than 50 percent 
of the hospital beds in the Veterans’ Administr ation: 61,000.

Senator Magnuson. Let me ask this question, and we will talk to the 
Veterans’ Adminis tration about it on Monday. The mental illness line 
is still going upward; that  is, in the sense t hat  every other bed is a 
NP case now.

Mr. Gorman. Yes.
Senator Magnuson. But there are more of them in the hospitals, let 

us put  it  that way. The rat io of mental illness cases in the  Veterans’ 
Administration  hospitals is still remaining about the same.

Mr. Gorman. About the same, Mr. Chairman. A lit tle rise but not  
too perceptible. One reason for tha t is tha t there  are 22,000 veterans 
awaiting  admission to Veterans’ Admin istration hospitals now. Of 
those who are awaiting admission, and practically all of these are non­
service-connected cases—I think  maybe about 95 percent—16,000 of 
the 22,000 are mentally ill. As soon as we empty beds or increase our 
discharge rates, the problem in mental illness is so grea t tha t the 
Veterans’ Adminis tration bed is quickly filled.

As soon as we close a TB ward we conver t it and open a neuro- 
psychiatr ic ward. Tha t is the problem because of the waiting  list.

VE TE RA NS  IN  ST ATE  H O SPIT A LS

Many of  the veterans are being cared for on a contract basis in the 
field of mental illness in State mental hospitals, but that  is f ar from 
satisfactory. I have toured most of them in my day and time as a 
veteran myself, and having any member of my family a veteran, I 
wouldn’t want them to go in the average State mental hospital. I 
would exempt very definitely the State of California  from this state­
ment because they have an excellent State hospital system. I would 
not accept the State of West Virginia  where the American Legion 
raised holy heck because of the inadequate veterans’ hospitals.
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Se na tor  K uch el. I s the incidence of  mental  illn ess o r dis tress amo ng 
veter ans marke dly  gr ea te r than  among the  res t of  the  citi zens in the  
country  ?

Mr.  Gorman. Se na tor Kuc hel , th at  is a difficult ques tion.  I  can 
ans wer it  t his  way fro m the  l ite ra tu re  a nd  th e studie s in the  fie ld. I t 
is com parable in ter ms  of  its  incidence. In  othe r words, if  you took  
a bro ad ind ica tion of  the populat ion  in th is  c ountr y, you would find 
very lit tle  more incidence amon g ve ter ans than  amo ng non vete rans . 
Th e gr ea t incidence of  it  oc curred  r ig ht af te r W or ld  W ar  I I  wi th the  
results , the af te rw ar  effects, th at  you then  ha d a gr ea t incidence  of 
it  which has kind  of  leveled off as the y re tu rn ed  to civ ilia n life and 
re tu rned  to norm al act ivit ies .

Se na tor  K uchel. Tho se people you ta lk  abo ut, those  un fo rtu na te  
people ri ght af te r the wa r, du rin g and af te r the war, aren ’t reflected 
in  you r problem now w ith  respect to  men tal illness.

Air. Gorman. They are  not reflec ted now, Se na tor Kuche l, because  
the th in g kind  of  leveled off. The firs t few years  were  very tough. 
And  all your  big  NP hospita ls wrere bu ilt  in the Ve terans’ A dm inis­
trat io n system du rin g th at time fo r all  thes e fellow’s who “cra cke d 
up ” durin g th e war.

LONGTIME PA TI EN TS

Se na tor  Allott. Mr. Gorman,  there is som eth ing  w’rong  in eit he r 
the way he sta ted his  q ues tion  or  t he w ay you answered it. On pag e 
6 you have 44 p erc ent of  these vete ran s have been hos pitalized  10 ye ars  
or  more. So there is a reflec tion of  th at  in yo ur  prese nt load, isn' t 
there ?

Mr. Gorman. Yes. Th ere  is some. Of tho se who w’ere in, un ­
fo rtu na te ly  a lot  are  st ill  in. Yes. That  is corr ect . A lot  of  those 
who were ad mitt ed  in the 1945-50 period, un fo rtu na te ly  before  we 
had the  drugs or  any  med icat ions , are  sti ll there today.  These are  
the fac ts as they  are .

But  I  th in k the------
INCR EA SE  IN  COSTS FOR ME NT AL LY  ILL

Se na tor  M agnuson. Bu t I th ink we ou gh t to —this  should  be in the  
reco rd, th at  in th e pa st  14 yea rs the  hospita l costs  fo r the  menta lly  
ill veteran has increased  by more  th an  600 p erc ent, and  fo r the pur­
poses of  the  record , I  ju st  checked, the ve ter an s’ hospita l bil l—the 
hospita l bill fo r the ve ter ans th is ye ar  is $1,900 mill ion.

Mr. Gorman. Yes. Of course , we th in k th is  has been go ing  up,  
too, Mr.  C ha irm an, and the only  way to stop it  is th roug h med ical  re­
search to find  some cures o r some fo rms of trea tm en t.

Se na tor  Magnuson. So ap pro xim ate ly abo ut a t hi rd  of  the total  hos­
pi tal izati on  costs  of  the Veterans ’ Adm in ist ra tio n is in th is  field. 
Di rec t costs.

Air. Gorman. Yes. That  is rig ht .
Sena tor  M agnuson. Of course, the to ta l cost  includes a l ot of  o ther 

things, but  abo ut a  th ird is in th is p ar ticu la r field .
Mr. Gorman. In  the field of  m ental  dis ord ers , coverin g the 62,000 

beds in which we ha ve menta l illness. We don’t wa nt to  be too pes si­
mis tic about t his, in one sense, t hat  d ur in g the la st  6 yea rs du ring  the  
use o f t ran qu ilizers,  t ranq ui liz ing drug s in the Ve ter ans’ Adm im str a-
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tion, they were used  in the Ve terans ’ Adm in ist ra tio n more than  any othe r system.
Sena tor  Magnuson. Th e d octor can  tes tif y to th at , can’t he?

INCREA SE IN  DISCHARGES

Mr. Gorman. I  have g ot a he ar t ma n and a ca nce r man. My m ental  
illness man is in Ind onesia.

Al l I  can say is I  can  us e the  V ete ran s’ Adm in ist ra tio n figures and 
say th at  t here has been a 95-percent increase in the discha rges in the  
last  6 years , from 28,000 d ischarge d in 1955 to 44,000 in 1960. Tha t 
is a very  impressive increa se due to  dru gs.

The only problem  the re is th at  people say,  “W hy  do n’t you hav e less 
beds  fo r the  m ental ly ill ,” bu t there  is th at  wai tin g list . We are  c ut ­
ting  dow n and  d isc ha rg ing people but  th e wai tin g l ist  is sti ll in ord er.  
We  will one day get  on top  of i t but  I  th in k we are abo ut 10 year s away  
fro m being on top  of  it  to  where we can  say  there is no lon ger  any 
wa iting  l ist  an d we are  on  t op  o f t he  problem  o f menta l illness .

I  will pass the  cancer  field because Dr. Far be r is here.

RESE ARCH  IN  ME NTA L ILLN ES S

Se na tor  Magnuson. Le t us ge t t hi s also in the reco rd. Resea rch  in 
menta l illness, if  th ere  is any place in ou r co un try  t hat  lends its elf  to 
rese arch in th is g reat  field, i t is th e 180-some v ete ran s’ hospita ls because 
here you have a lab orato ry  of pa tie nts  whi ch you  can keep trac k of, 
which you can hav e record s on, which you  can pr et ty  ne ar  wa tch  all 
the time , whereas  out in the pub lic you  lose them. So the res ult s of 
your  rese arch can  be pr et ty  well establ ishe d. Th e problem  can  be 
be tte r establ ished and wh at to do about it  can  be be tte r establ ished 
th an  in any othe r field of  g ove rnm ental ac tiv ity  of  researc h in me di­
cine.

Mr. Gorman. I  th in k th at  is rig ht , Mr . Ch airma n. I  th in k mos t 
of  the  complete  rep or ts o f th e vete ran s go back to a t least  the b eginn ing  
of  thei r World W ar  I I  experien ce and is of invaluable aid  to  any  
kind  of  tre atm en t. Th is  is a sup erb  record  of  previous cases of  
menta l illness, breakd owns, or  an ything  else. In  the  State hospita ls 
in the  c ountr y you don’t hav e identical  sta tis tic s and  you have a heck 
of  a  t ime  fol low ing  a guy wTho has  been in a hosp ita l in Col orado one 
tim e and in Oklah om a anoth er  time and in an oth er  State at  anoth er 
time.

Sena tor  Magnuson. Let  us go on to th e cance r field.
Mr. Gorman. Dr . Far be r will speak on can cer  and  Dr . St ar e on 

heart .
House Action

I  may  skip to pag e 10, at  the  bot tom , where  I come to the  Hou se 
act ion , and  th at  is to say th at  the  House  ap prop ria ted $27 mi llio n 
fo r Ve ter ans’ Ad minist ra tio n medical  research,  and we po in t o ut th at  
th is is the exa ct sum app rov ed by form er  Ve ter ans’ Ad minist ra tio n 
Ad minist ra tor, Sumn er W hi tti er , and recommended to  the  Bu dget 
Bu rea u a t that  time, a  year  ago.

We are  also plea sed  th at  the  debate  on the  floor of  the House  on 
thi s ap prop riat ion ind ica ted  str ong su pp or t fo r a specific allo cat ion
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for construction of medical research laboratories. We think this is 
a real need in the Veterans’ Admin istration. And speaking to the 
Mouse with regard to  the $27 million allocated for Veterans’ Admin­
istrat ion medical research, Congressman Sidney Yates, of Illinois , 
noted:

There is provis ion not only for a specific p rogram of projec ts, but  an alloca ­
tion as well for cons truct ion of laboratories.  Such labo rato ries  a re an essen tial 
pa rt of a good research  program and  they are  needed for the VA medical 
program.

For a fur ther  discussion of the desperate need for these research 
laboratories, may I refer  this committee to page 538 of the House 
hearings on independent offices where there is listed emergency con­
struction needs in the Veterans’ Administration hospitals totaling 
$12,930,000, specified by States and locations. So this is a sound 
figure.

P boposed B udget

And the budget tha t we are proposing, Mr. Chairman, is appended 
to the statement following page 9. It  has been arr ived at afte r much 
soul searching, talking to most of the officials in the  Veterans’ Admin­
istrat ion responsible for  this, and in the case of myself, if I  may refer 
to that, in v isiting  some 40 VA hospitals in the  past year  and having 
a pretty close knowledge of wliat they do.

1 have one litt le addendum here since the Veterans’ Administration 
officials themselves will come on before this committee a t 2 p.m. on 
Monday, and tha t is th at 1 do understand from very good authority 
tha t the Chief Medical Director of the Veterans’ Administration has 
instructed the Director of the medical research program and his asso­
ciates to hold to a rigid  defense of the Administration figure for  VA 
medical research.

We think this is totally unfair . We believe that this distinguished 
committee should hear the honest, frank, professional judgment of the 
Director of Medical Research as to what he thinks the minimum 
amount needed to develop a medical research program in all part s of 
the country designed to save the lives of veterans and return thousands 
upon thousands of hospitalized veterans to useful lives in the com­
munity.

Now, it is our contention also, and I think this is a fairly obvious 
point, tha t the Director of the medical research program is not a 
budget official. He is an eminent doctor. He should be allowed to state 
his opinion as a doctor as to the funds needed to develop this program. 
It  is then up to th is committee to equate his professional request with 
the fiscal policy of the country.

BUD GET  PO LI CY

It  is, we submit, not the function of the Chief Medical Director of 
the Veterans’ Admin istration to give rigid  budget ceilings to profes ­
sional people who know and have sta ted th eir beliefs tha t the  Admin­
istrat ion budget for the VA medical research is totally inadequate to 
the magnificent research potential  in the 170 VA hospitals th roughout 
this  country.

That concludes my statement, Mr. Chairman.
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Senator Magnuson. Well, of course, Mr. Gorman, you know this is 
an old story, th is situation down there.

Mr. Gorman. Yes.
Senator Magnuson. And I  don’t say th is because I  am here, but a 

great deal of the research we have had to almost force upon the Vet­
erans’ Administration,  and yet after it has been done, they all not only 
testified but they make talks all over the  country and they po int with 
pride to what has been done in this part icular field, and a lot of good 
lias been done. They have a right to do this. But it has been a most 
difficult situat ion to do just what you said there in the end because of 
these instructions, and the same is t rue in some other departments of 
medical research. But it always seems to crop up here. And they al­
ways use the point , well, we don’t want to take away from our total 
budget anyth ing tha t is needed in the other phases of thei r activity, 
and, of course—what is it, as $5 billion budget—I don’t think $12 mil­
lion is going to take away much any place here, an extra $12 million.

Mr. Gorman. The only th ing, I put  tha t little observation on the 
end there because 1 would like for you to hear their  professional judg­
ment, the professional judgment of these people, what they really 
need.

Senator Magnuson. I think the group performed a grea t service.
Now, on cancer, the doctor is here, and I would like to read this 

statement for the record, though. This is page 7, and this  is correct. 
All my evidence bears this out.

On the basis of prevailing stat istics—
if things remain as they are and you don’t make any progress in 
research as to the incidence of cancer in this  country—
5,600,000 veterans will at some time be hospitalized or will be entitled to hos­pitalization for cancer.

And every figure bears tha t out tha t unless we can make some 
progress in this field.

Now, Doctor, we are glad to hear from you. Dr. Farber.
RES EARCH  ACTIV ITIES IN  VE TE RA NS’ AD MINIST RA TION

STATEMENT OF DR. SIDNEY FARBER, HARVARD UNIVERSITY

GENERAL STAT EM EN T

Dr. F arber. Thank you, Mr. Chairman, and gentlemen of the com­
mittee.

Senator Magnuson. Dr. Farber , we are glad to see you here again. 
We would be glad to hear from you briefly.

Dr. Farber. I am delighted to have this opportunity  to say just 
a word in behalf of the budget which Mr. Gorman has presented to 
you in support of research activities in the Veterans’ Administration.

The history fo what your committee and its counterpar t in the House 
has accomplished in behalf of the Veterans’ Administration represents 
one of the finest chapters in the development of medical research in 
this country, and this is in a matter of only a few years. What has 
been done throug h this research program has been, first, to insure 
a much finer type of doctor in the Veterans’ Administ ration hospitals, 
and it has not only enabled a better kind of man to be recruited but we
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have been able to keep them in the Veterans’ Administration hospitals, 
which otherwise would not have been the case because of the tre­
mendous competition for good men in medical research, medical care 
in other kinds of facilities in the country.

Secondly, the medical research in recrui ting better men has obvi­
ously given much finer care to the la rge number of veterans who are 
patients in the veterans’ hospitals in the country. And in addition to 
giving bet ter care, th is medical research has paid  a dividend in behalf 
of the country as a whole and mankind as a whole by adding to the 
total sum of our medical knowledge.

Now, in the field of cancer, the Veterans’ Administration research 
program has made a truly enormous contribution, and I  use that word 
advisedly. The largest cooperative voluntary research program in the 
history of medicine in this country is the cancer chemotherapy na­
tional program which was instituted through the action of Congress 
in supporting this program at the National Cancer Insti tute,  the 
National Institutes of Health, and when we inaugurated tha t program 
just 6 years ago-----

Senator Magnuson. The Chairman is quite interested in that . He 
authorized tha t bill nearly 25 years ago.

Dr. Farber. And the chairman will be particular ly happy to learn  
of the program which is now being formulated in celebration of the 
25th anniversary of the founding of the Cancer Institute, in 1962— 
1937 when you offered that  very important bill which has made 
medical history, sir.

Senator Magnuson. Thank you.
RESE ARC H ON CH EM OT HERA PY  IN  CANCER

Dr. Farber. This program looked for a source of research workers, 
and a source of patients who could be benefitted by this  research, and 
as you see in the notes which Mr. Gorman has placed before you, 
nearly one-third of the total number of  research programs in cancer 
chemotherapy in our national study, nearly one-third of the total are 
to be found in the  Veterans’ Administration hospitals, and I  am not— 
I want to say here for the record—officially connected with the Vet­
erans’ Administration in any way.

I come as a citizen in support of th is p rogram, and I  speak in open 
admiration of the caliber of the work tha t they have done, and I 
emphasize this because at the beginning of the research program in 
the Veterans’ Administ ration, the question was raised frequently 
whether th is was the place where research could be carried out.

Their  record is a spendid one, and I would say that the finest work 
in our clinical programs in cancer chemotherapy is today being carried 
out in the many installations in the Veterans’ Administra tion.

Senator Kuchel. Tha t is high praise, Doctor.
This is a very carefully considered statement, Senator. The reason 

that  I arrive at this is because this group of research workers is able 
to work more closely together than any university or teaching hospi­
tal or research hospital group because of thei r very administra tive 
arrangement which makes this kind of th ing possible.

Their  patients are under very much better control, and furthermore 
they have this remarkable opportunity  to study patients who are hos­
pitalized for other purposes and costs of hospitalization do not have

71036 0 —̂ 61 1
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to be added to the research program. Tha t is al ready there for the 
primary  purpose.

Now, I th ink tha t the last point I  want to make, Mr. Chairman, and 
gentlemen, is that their research in the Veterans’ Adminis tration 
should no longer be circumscribed. They should not be restricted to 
collaborative programs nor should they be restricted to the evalua­
tion of the new chemicals or new methods of treatment.  You can­
not restric t good research workers, because when you do, you soon 
have a sterile research program, and I would like to see the veterans’ 
research program so well supported tha t they will be able to continue 
to attract fine minds, to keep them there, and these fine minds must 
have a place in which to work, and I  want to close by emphasizing the 
great importance of providing research facilities which will be com­
mensurate with the quality of the work which these men are capable 
of carrying out.

GROWTH IN  COOPERATIVE SP IRIT

Senator Magnuson. Doctor, another added thing  tha t has hap ­
pened since we started this, which you have devoted a lot of your 
valuable time to helping us on, we found I would say 10 years ago, 
14 years ago, that there wasn’t the cooperation or the liaison—it 
wasn’t the lack of desire—between the Veterans’ Administration 
work, what little  research they were doing, and a close-by medical 
school or a large county hospital or a private  institution, and I find 
that  since we have started this movement, in many places in the United 
States you will find th at the university and the other people are all 
gathered together and the liaison is becoming just excellent.

Now, this helps keep these people in there. It  makes them feel 
better. They are dealing with their  colleagues here and there. They 
are working these things  out the best they know how together. And 
prior  to tha t time the veterans’ thing was sort of an isolated thing 
sitting  over here. People wouldn’t think of using it. But that liaison 
is really growing.

Dr. Farber. I agree with your very clear summary of this, Mr. 
Chairman.

Senator Magnuson. In Californ ia they have the University of 
Californ ia and the VA hospital.

Senator Kuchel. Stanford.
Senator Magnuson. Up in my town, the  new medical school of the 

University  of Washington. They are working back and forth  all the 
time. We draw a lot out of them because we do this thing.

Senator Kuchel. The chairman is absolutely right.
Senator Monroney. There is a new VA hospital in Oklahoma City 

exactly opposite the University of Oklahoma Research Center. So 
they are all pooled together.

Senator Magnuson. This never happened before. The VA hos­
pital would be isolated out there some place. Nobody would p a r ti ­
cularly go out there. There wouldn’t be any cooperation in research 
at all, and now they are all getting together.

VA RESE ARC H AN D MEDIC AL SCHOOL

Dr. Farber. I think  it is a very fai r statement to say t hat  if you 
took away the research programs in the Veterans’ Administra tion hos-
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pitals , you would soon lose the  medical  school connections because you 
could  not have  the  first-class and  second-clas s citizens in the  same 
medical school area.

Senator  Magnuson. Any questions?
Senator  K uchel . H ow  would you bre ak down the —pe rhap s the  

doc tor or  m aybe  M r. Gorman can ans wer th is—how would  you brea k 
down the lump-sum increase which you recom mend? I am most 
interested.

Senator  Magnuson. I t  is righ t here .
Mr. Gorman. We  have appen ded  to  our  state ment------
Senator  K uch el . But  in addit ion  to th at  I find the people aro und 

thi s tab le a re most inte res ted  in thi s subject.

BREAKDOWN OF FU NDS

Mr. Gorman. We hav e broken down by the increases of the  $9 
mil lion  th at  we ask, we have brok en it  down into  increases by cate­
gories, s ir, and we have done th is pr et ty  care fu lly  on the  bas is of what 
we think  the  poten tia l is in each of  these catego rial  diseases.

Sena tor  K uch el . W ha t I am a nt ic ipat ing in view of yo ur  sta tem ent  
is t ha t we are  going  to have some tes tim ony before  th is committ ee— 
let us take the  cancer , for exam ple, the $1,500,000 could feasib ly be 
used. W ha t my question is direct ed to is a breakdown of how you 
arr ive d a t th at f igure.

BA SIS OF ARRIVAL AT FIGURE

Dr.  F arber. Th is  figure in the  case of  cancer,  and th is appli es to 
the  other categories , wa s a rrived at  on the  basis of study  of the pre sen t 
pro gra m of rese arch, th e study o f t he po ten tia l fo r increase, the  money 
th at  could  be wisely and pro perly  exp end ed,  and money which, the  
amount wThich  must be spe nt in orde r to ma int ain  the  rese arch pr o­
gra m in its  very caref ull y con trol led  increase over the  years .

Sena tor  K uch el . For  exam ple, Doc tor,  in the  suggested increase 
for cancer, wou ld pa rt  of th at  be fo r addit ion al profess iona l perso n­
nel, par t fo r lab orato ry  equ ipm ent  th at is necessary?

Dr.  F arber. Yes. Th is is f or  a dd itional personnel and fo r the  cost  
of incre ased  equipment. There  is a  separa te item  of  const ruc tion o f $3 
mill ion fo r lab orato ry  con stru ctio n, and th at  is not included in the  
$1.5 million fo r cancer. It  is essent ially fo r personnel and fo r the  
necessary  lab orato ry  equ ipm ent  and  technicians,  and  so fo rth , who 
will be req uir ed to ca rry  out th is pro gra m.

Senator  K uchel . Across the  board.

LU NG  CANC ER

Se na tor  M agnuson. I might say I th ink par t of th is could be j us ti­
fied because you see on page  8 o f Mr. Go rm an’s sta tem ent , lung  can ­
cer, the  prog ram  of  lung  cance r, and  if  we can ge t into  thi s massive 
stu dy  and establ ish , like  we did  in the  cervix , the  sme ar test s, they 
are goi ng to need to do some more th ings  about it, and  the  plac e to 
do it  is in these VA hospita ls. Th at  is inc rea sing more rapidly than  
any oth er ty pe  of  canc er ap paren tly .

Mr. Gorman. I th in k Dr.  F ar be r is a lit tle  modest. He  is the  c ha ir­
man o f the  na tio na l can cer  ch emoth erapy pro gra m.  Th is is the  most
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distinguished effort in the his tory of the country in medical research. 
They are examining 50,000 compounds a year to find compounds ef­
fective against cancer. They have already found 5-year cures in 
three kinds of cancer, not large ones, but perceptible evidence that 
thing is going forward, and when I) r. Farber speaks with admiration 
of the VA medical research program, it is not self-serving and he is 
a very tough man when he looks at a program, I know. He has looked 
at many programs in his day.

Senator Kuchel. Off the record.
(Discussion off the record.)
Senator Magnuson. All right.  Any fur ther  questions? Thank 

you, Doctor.
Now we go to the heart man.
Mr. Gorman. Dr. Fred Stare is a heart specialist.

EXPEND ITURES OF VA ON HEA RT DISEASE

Senator Magnuson. I think the record should show here that  last 
year the VA spent in the hospitals—it is a large amount but com­
paratively it is not too large an amount considering the item of nearly 
$1,032 million in the hospital care of victims of heart diseases, 
but more than 500,000 veterans received approximately $460 million 
in compensation on this, and, of course, a lot of this, as we understand, 
a lot of this is outpat ient care. So it is not reflected.

The huge cost to the Government is not necessarily reflected in just  
those tha t are in the Veterans’ Administration  hospitals. This is the 
big ou tpatien t thing. This is the big compensation thin g on the out­
side.

So we are glad to hear from you, Doctor.
H arvard University School of Public Health

STATEMENT OF DR. FRED ERICK J. STARE, CHAIRMAN, 
DEPARTMENT OF NUTRIT ION

General Statement

Dr. Stare. My name is Dr. Freder ick J. Stare and I am a professor 
of nutrit ion at Harv ard Universi ty and an associate in medicine at 
the Peter  Bent Brigham Hospital in Boston, and a physician licensed 
to practice medicine in the Commonwealth of Massachusetts.

1 think  this is the third time I have been before this committee in 
support of increased research appropriations for the Veterans’ Ad­
ministration. Actually I think  when we are dealing with a medical 
bill that  is—I don’t know where—you mentioned a figure of $1.9 bil­
lion—I don't know how much the cost in care and pensions and so 
forth is, but it is big.

increased expenditures

I know it is $2 million, $3 million, $4 million, or $5 million. It  is 
awfully damn big. And it is going to get bigger.

The reason why is tha t veterans now—the average age of veterans 
now is 50. Next year it will be 51, and as you get to be a lit tle older, 
you have more infirmities. Everybody does. So the cost of the medi­
cal care program and of tak ing care of the veterans can’t do anything
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bu t go up for the  time, but go up, and  the  only  way in God’s green  
ea rth th at  you can ever keep it from  g et tin g sky high  is to have more  
rese arch to try to find be tte r methods of tre atm en t, be tte r methods o f 
care to sho rten  these periods , and in some cases, I th ink , ac tua lly  to 
pre vent some of these illnesses which tod ay are  responsible  for so 
much cost. Th is can only  come about th roug h research .

Now, when you th ink—I believe  the  figu re th at  Mr. Gor man gave 
was somewhere aro und 3 percen t of $1 bill ion  being spe nt for re­
search—I believe  th is year that  the  Ve ter ans’ Ad minist ra tio n had  
somewhere  a rou nd $21 mil lion  or $22 million. I jus t heard  5 m inu tes  
ago  when Mr. Gorman was tes tifyin g th at  the Hou se appa rentl y has  
recommended  $27 mill ion.

AM OU NT  REQUESTE D

We are  pu tti ng  in a plea for  $34 mil lion , which, to me, is rea lly  
aw fully  puny, an aw fully  pun y amo unt  fo r the  poten tia l th at  will 
come to  th e tax payer. I am a taxpayer. 1 would like in the coming 
10 or 20 years , and  my ch ild ren  some 30 or 40 years  f rom  now, th at  th ey 
w’ould not have  to be pa yin g so much of th ei r t ax money for sup port of 
veterans,  an d the  only way we can e ver do th is is to  spend more  money 
now and  in  the nex t few  ye ars  cut  out these costs.

PERCENT AGE OF FU NDS  FOR RESE ARC H

1 think  th at  the  vetera ns almost ought to have  a rid er  put  in all 
ve ter ans' lgisla tion th at  10 percen t of these  costs must go to sup port 
research to lessen the cost, and  here  all  we are  do ing  is ask ing  for 
3 percent . I thin k the re are probably thre e good reasons why we should  
have a fa ir  amoun t of  good medical rese arch in the VA —more  than  
we have.

W ha t we have I th ink is very  good. I  ce rta inly  would supp ort 
wh at my colleague,  Dr . Fa rb er , had to say.

One  is th at  you need good  research  fo r good  pa tie nt  care. Sec­
ond is you need it to have  a good start' and  to recrui t a good staff.  
An d the  thi rd  th ing I  would say is the  economy. You  have got t o have 
some research  to lessen the costs of taking  care of  the  vete rans .

RISE IN  ST AT US  OF VA RESE ARCH

Now, act ua lly  I th ink the resea rch in the  Ve ter ans’ Adm inist ra­
tio n—I th ink one of the  gr ea t hap penin gs rea lly  in Am eric an medi­
cine of the  las t 10 years  is tha t the  c are  a nd the  researc h act ivi ties  in 
these Ve terans’ hospita ls has,  I would say,  become respectable. In  
fac t, it is dam n good. As you yourself  imp lied  a lit tle  while ago, 15 
or  20 years ago there  was no gre at sta tus to be C hie f o f M edicine o r to  
be associated with the Ve terans’ hos pita ls. Other  peop le kin d of 
look ed down th ei r noses. Th at  is not the'c ase tod ay.  Twice in the 
pa st  year I  have been ou t in the  medical school in your  State of  
Wash ing ton , and I have visi ted in your  State , Se na tor Monroney , in 
Oklahoma, and I have been to a fa ir  number of thes e places.

I spen t last ye ar  twice out in Ca lifornia , and you  can ha rdly  tell 
the  difference rea lly between who is w ork ing  for whom. The ra pp or t 
among  the  physicians in the Veterans ’ Ad minist ra tio n with people in 
Se att le in the medical  school, in Los Angeles , at  St an fo rd , in Ok la­
homa City,  and  in Bos ton is exce llent  and I th ink th at  is one of  the
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ou tst an din g th ing s th at  has  h appened in medical research  in the  VA. 
The  people in the  VA who have  been directi ng  th is researc h in the 
las t 5 or  6 years , which is the only tim e I can speak of  w ith  a ny a ssu r­
ance, I  th ink have been ve ry ex cellent.

Mart in Cum mings, who used to be in cha rge,  was exce llen t. He 
left  the  Ve terans’ Ad mi nis tra tio n, un fo rtu na tely , abou t a year  or so 
ago. He  was replaced by a young  man  by the  name of  Jim  Musser 
who is now the curre nt Di rec tor of Medical Research, and  he is an 
excellent  perso n to  han dle  th at .

I th ink you bro ught out , one o f you two ge ntlemen  in your  rem arks, 
th at  the VA has got ten the  b iggest,  I suppose you would say, cap tive  
audience  in the wor ld as fa r as med ical  research  goes.

IMPORTANCE OF RECORDS

I th ink anoth er th ing th at  should be stressed  is the importance  of 
reco rds—t he medical records of  the  admissions and  med ical  his tory 
of wh at happene d to th is fello w 2 years  ago, 4 yea rs ago, which is 
one of the im porta nt thi ngs in  medic al research .

I was amused just th is aft ern oon on the  way down fro m Bos ton on 
the pla ne when rea din g toda y’s New Yor k Times. App aren tly  the  
Pres iden t's  physician had  a new s conferen ce yeste rda y and someone 
asked  he r why she bro ught th is  o rth opedic spe cia list  from New York 
down to see the  Pre sident  yeste rda y mo rning, whe never it was th at  
he came down , and she pointed out because he had  seen the Presi dent 
4 or  5 ye ars  ag o and was reasonably  well acq uainted wi th his specific 
case.

Th is is wh at is the  situa tion in the  Ve ter ans’ A dm ini str ati on .
COOPERATIVE STU DIES

I  th ink anoth er  great hi gh lig ht  of the curre nt research  act ivi ties 
in the Ve ter ans’ Ad mi nis tra tio n, and the  fu ture  possibi litie s, is the 
coo perativ e studie s that they have  done. Now, I am sure you will 
hear  from th e V A people  th ing s I just  he ard t oda y, when you are  ta lk ­
ing  with them  on Monday. In  th is volume that  was pu t out  a few 
months ago bv th ei r De partm ent of Medicine  and  Su rgery are  de­scribed a numb er of coopera tive  studies, coopera tive  studies in medi­
cine and  some in surgery, studie s that are  coopera tive  in most cases 
between one, two , thre e, and  in one case I  th ink  the re were 26 VA 
hospi tals and a number of  academic o r u niv ers ity  medica l centers.

STUDIES  IN  HEA RT DISEASE

In  the  field of  heart  diseases, which is my pa rt icul ar  int ere st,  and 
pa rti cu la rly  the  role  o f diet  in he ar t d iseases, the  fa t in the  diets, the 
type  of fa t,  cholesterol, and all th is sor t of  stuff,  the  VA has been 
doing  an d I am sur e will con tinu e to do a wonde rful job. W ith in  the  
last 2 or  3 yea rs there  have  been devised a ha lf  dozen or  so dru gs,  
pharm ace uti ca ls,  which under ce rta in cases lower th e blood chole sterol, 
which, if  tru e, is very de sirable thi ng .

Now, why do I say “i f true ” ? Well, you really don ’t  know until 
you have  an  op po rtu ni ty  to test  these th ing s out on a large  numb er of 
ind ivi du als  fo r a relatively lon g per iod  of  time.  And while as fa r as



INDEPEND ENT OFFICES APPROPRIATIONS, 19 62 805

I know today there is no cooperative study as yet underway in the VA 
on cholesterol lowering drugs, I feel certain that  one will be started 
in the very near future  because this has been a little shy.

LABORATORY CONSTRUC TION

I would like to just, before closing, put in a very strong plea to 
keep, or I would hope actual ly increase, the measley $3 million th at 
the House has recommended for laboratory construction, research 
laboratory construction, and the reason for that  is the following:

I think most of all of the Veterans’ Administra tion hospitals were 
built in a day when they were building hospitals. They weren’t 
building hospitals that  were going to lie taking part  in and running 
a medical research program. So there are no laboratories in the place. 
So while the Veterans’ Administra tion hospital—I think you men­
tioned 180 hospitals-----

Senator Magnuson. 173.
I)r. Stare. 173 hospitals—very few of those 173 hospitals actually 

have the physical facilities in the way of research laboratories to 
carry out much of a program. That is one of the reasons why the 
cooperative programs have developed so much, because a good b it of 
the laboratory work in these cooperative studies are done at places like 
the laboratories at the Oklahoma Medical Center, the University of 
Washington School of Medicine, and really done in the laboratories 
of universities because the VA doesn’t have any laboratories to amount 
to anything.

That is why it is most important to see th at tha t little figure of $3 
million at  least remains in this request that I hope will be made.

PO TENTIAL FOR MEDICAL RESE ARCH

I will say in conclusion simply tha t the VA has really a tremendous 
potential for medical research because of the patients that  are avail­
able to study, the fact th at they can be followed.

And another thing tha t should be mentioned is not only do the vet­
erans benefit from that  but the entire American public benefits from 
it in the fact that medical discoveries made in the Veterans’ Admin­
istration  spill over so that everybody can use them. So that all Ameri­
cans benefit. It  actually is going to  cost the taxpayer less 10 years 
from now for the money we spend today, and it will continue to give 
good care for the veterans.

I brought with me, which I  didn’t even look at, a very b rief 3-page 
statement which would be a-----

Senator Magnuson. We will put th at in the record in full.
Dr. Stare. I am sure the language will be bet ter than the extem­

poraneous words.
(The statement referred to follows:)

Sta teme nt  of F rederick J.  Stare, M.D.,  P rofessor of Nut rit ion and C ha ir man ,
D epa rtm ent  of Nut ritio n, H arvard Univ ers ity School of P ublic  H ealth

An expansion of medical resea rch—well planned, order ly, and of some magni­
tude—over the next several years—is vitally necessary, necessary for  m aintain ­
ing the  good qual ity of medical care provided the veteran, and  necessary for the 
American taxpayer .
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The best medical care of the patient is given by those  physicians, hospi tals, 
and organ izations th at  have  a stron g research program . The Veterans’ Admin­
istr atio n has  the larg est medical bill in the world, and one paid by the  ta x­
payer. The only way this  can ever be ke pt from get ting  completely out of hand 
is by research  and more resea rch into bet ter tre atm ent and preventio n. Not 
only will an expan ding progra m of medical resea rch lessen the  tax  burden on 
Americans over the  next 10 to 20 years, but  all of us will benefit in improved 
hea lth from the knowledge thu s obtained.

For fiscal 1962, I suppo rt fully  the citiz ens’ request of $34 million for the  re­
search  budget of the VA. Thi s is only about  3 percent of the  $1.1 billion that  
will be spent for all medical care activitie s of the  VA. This  resea rch budget 
ought to go up to at  leas t 10 p ercent of the tota l medical care program as soon as 
it can be done in an  efficient ma nner.

Included in this  $34 million recommendation is $3 million for addi tion al re­
searc h labo ratory facili ties. This  is an absolute must. In fact,  if I had my way, 
the  appr opriation  for rese arch  labo rato ry fac ilit ies  would be $10 to $12 million 
each year  until  the faciliti es caugh t up with the  demands and the  pote ntia litie s 
avail able  for  rese arch  in the  VA. In my opinion, lack of anything  appro aching 
adequate  resea rch laboratori es is the single gre ate st handica p today to medical 
research in the VA. By no means should you let  anyone  tak e one penny off 
this $3 million research  faci liti es item.

As I believe you know, thi s pas t year  a special  committ ee appointed by our 
National Research Council did a thorough stud y of medical resea rch in the  VA. 
This  committee gave ent hus iast ic scientific approval  to the  high quality of the 
VA medical research  programs. They recommended a continuing incre ase in 
medical resea rch over the nex t several years. And of the  necessity of funds  for 
resea rch labo rato ry fac ilit ies  this committee w ro te : “If  any growth  of resea rch 
is to occur in a hea lthy  fashion in the VA medical rese arch  program s, it must 
be accomplished by the  construction of rese arch  labo rato ries .” So don’t let 
anyone  remove the  $3 million we are  recommending for thi s purpose.

As one would expect, the  limited funds  ava ilabl e for medical research have 
gone mostly into thos e are as tha t confront vete rans  the most—problems of 
aging which include prin cipa lly heart and blood vessel diseas e and cancer, and 
mental, behav ior and psyc hiat ric problems.

The VA has unpa ralleled  resource s for the  study of disease because of its 
larg e number  of subjec ts, its  fine group of hospi tals, physicians, and other pro­
fessiona l heal th personnel, and its excellent and uniform record.

I shall not tak e your  time to recount the  nume rous advances made via VA 
medical research. They are many and they are given in deta il in the repo rts 
prepared  by the  Dep artm ent of Medicine and Surgery of the VA.

In closing, I wish again to mention the card inal  reason why I feel the citizens 
reque st of $34 million for medical researc h for the  VA for fiscal 1962 is a very 
modest request, and in the best inter est of the  vete ran and the taxpayer .

1. This  sum is only abou t 3 percent of the tota l medical care  program.
2. It  will do much to insure tha t the  veteran medical services keep up 

with advances in medicine.
3. Results from VA medical researc h benefit all  Americans.
4. Only th rough rese arch  can we ever stabi lize and eventu ally decrease the 

tota l medical car e costs of the VA, so money spen t on resea rch is a net 
savings  to the  taxp ayer.

The citizens recomme ndation  of $34 million of which $3 million should be e ar ­
marke d for  construction of research labo rato ry faci lities , is a very conser vative  
and minimum request.

Thank you for  your atte ntion and careful consid eration .

Senator M agnuson. Anv questions of the doctor?
Senator Allott. No. T am disappointed to hear that  the Uni­

versity of Colorado isn’t making any strides in this area.
Dr. Stare. The State of Colorado? You have an excellent dean, 

Bob Fraser, a good friend of mine.
Senator Allott. T know we have. T am not worried about that  

at all.
Senator M agnuson. Senator Kuchel, any questions?
Senator Kuchel. No, but it is kind of refreshing that someone 

comes down here and testifies simply as a citizen.
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Dr. Stare. I should say I have no connection with the Veterans’ 
Administration.

Senator K uchel. I understand.
Dr. Stare. I will probably have to pay my own expenses even to 

come down.
Mr. G orman. You will.
Senator K uchel. I don’t know whethey they are deductible or not.
Dr. Stare. It  is a small amount. There isn’t any point in worry­

ing about that.
Senator K uchel. I have no questions. I am interested like all my 

colleagues are, and particular ly my chairman. I am a little bit 
acquainted with the problem in that we have our fair  share of veterans 
in my State. I recognize what the chairman has said, and his interest. 
I very much enjoyed listening to the statement.

DIETARY EFFECTS STUDY

Senator Monroney . With  reference to your interest, Doctor, in the 
dietary effects, this  is one place, as you pointed out, wherein no other 
type of hospital can the controlled test long range be handled. Is 
tha t not a fact ?

Dr. Stare. Tha t is right.
Senator Monroney . In such great numbers tha t would be im­

portant.
Dr. S tare. For instance, I don’t know why i t wouldn’t be possible 

in a veterans’ hospital here to just almost tomorrow morning say, 
well, from now on the fat tha t is going to be used in all of your dietary 
menus is going to be X  fat and we are going to reduce i t down to 
such a level, and that can be done provided you don’t get too many 
squawks from the customers about how bad the food tastes, but you 
can reduce it a little bit and it can be carried on for 6 months and 
you can then start  on another type of dietary problem.

Senator Magnuson. And then you can follow’ it up and see what 
happens 2 or 3 years from now.

Dr. Stare. It is a wonderful opportuni ty that doesn’t exist in any 
other place in the world, and that is why we should make the most of 
it. But please remember they do have to have some research labora­
tories to carry out these things.

Senator Magnuson. I think you are right. As we have moved 
along, that has been a little bit of an orphan, the equipment part  of 
it, and I think we should pay more attention to it.

This is the first time the House has ever paid any attention.
Mr. G orman. The only specific allocation was done by your com­

mittee 2 years ago, a million and a half dollars. That  is the only time 
we ever had a chance to  say to the Budget Bureau, this is allocated 
for that purpose; under the construction funds, $75 million a year, 
they don’t give any for research laboratories They want bigger 
things than that. So we plead with you and the  members of the com­
mittee if you can line out this particular item and say “Hands off, 
this is $3 million for medical research desperately needed” and maybe 
the pencil boys won’t get at it.

Senator  Magnuson. Thank all three of you. We appreciate your 
coming.

Dr. Stare. Thank you.
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Mr. Gorman. Thank you.
Senator Magnuson. Let us take up the helicopter thing.
Is Mr. Belinn here ?
Mr. Belinn. Yes, sir.
Senator Kuchel. Off the record.
(Discussion off’the record.)

Civil Aeronautics Board

STATEMENT OF CLARENCE BELINN, LOS ANGELES AIRWAYS
Subsidies for Helicopters

Senator Magnuson. All right , Mr. Belinn, you are addressing 
yourself to the Civil Aeronautics Board, requesting an appropriation  
for subsidies for the helicopter operations in the United States, of 
which there are three, New York, Chicago, and Los Angeles.

Mr. Belinn. Right.
Senator Magnuson. And of which the House committee cut the 

amount from $6 million plus, which is the computed amount under 
the law, with the subsidy, to $5 million and then added some language.

Mr. Belinn. Correct.
Senator Magnuson. We will be glad to hear from you.
Mr. Belinn. Mr. Chairman, I have a short s tatement. In addition 

to that, I  have a couple of briefs which I would like to have included 
in the record subsequent to the statement.

Senator Magnuson. All right. Read your short statement.
Mr. Belinn. My name is Clarence M. Belinn. I am president of 

Los Angeles Airways, Inc., a scheduled helicopter airline certificated 
by the Civil Aeronautics Board in May 1947. We operate a fleet of 
8 single-engine machines ranging from the original 3-place Sikor­
sky mail plane to the 10-passenger turbine type. We also have five 28- 
passenger, twin-engine machines on order, the first of which is sched­
uled for delivery late next month.

Senator Kuchel. Mr. Belinn, those are the turbine type?
Mr. Belinn. Yes, sir, they are the twin-engine turbine type, Senator.
Senator Allott. How many of the turbine type do you now have ?
Mr. Belinn. We have one, a single engine which is being used as an 

assimilator, also to study the turbine engine concept versus the piston 
engined concept.

Senator Robertson. You said a single engine. Do some have more 
than one engine ?

MUL TIEN GI NE  HELICOPTERS

Mr. Belinn. Yes, sir;  the new generation of transpor t type heli­
copters will be multiengine.

Senator Robertson. Where would the engines be?
Mr. Belinn. They will be located righ t alongside of each other. 

We have a photograph  here, sir, in which they are shown right along­
side each other  on top of the cabin.

Senator Robertson. If  there is only one engine and two sets of 
blades operating , center blades and ta il blades, you operate both with 
that  one engine ?

Mr. Belinn. Tha t is correct.
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Se na tor  Robertson. I f  th at  one eng ine goes out  of comm ission,  
you f all  ?

Mr. B el in n. Yes, sir.
Se na tor  Robertson. I f  you pu t two eng ines in, can you dep end  on 

one of them  i f the othe r goes out of  commission ?
Mr. B el inn. Yes, sir.
Sena tor  R obertson. I have  been tol d th at the  one-engine helicopter  

is more dan ger ous tha n an airplane.  I thou gh t it was the  s afe st th in g 
possible.

Mr. B el in n. We feel the two-eng ine hel ico pte r is the saf est  device 
capable  of being flown desp ite the  fact  tha t the  sing le-engine hel icop­
ter s have  a very enviable record of  safety .

Sena tor  K uchel . W ha t t ype do they use to tra ns po rt the  Pr es iden t 
back and fo rth  ?

Mr. B el in n . They are  the piston-pow ered, sing le-engin e Sik orsky 
model S -58 , to my recollection .

AIR ROUTES AND TRA FFIC

Ou r rou tes cover  a rad ius  of appro xim ate ly 65 miles from the  Los 
Angeles In ternat iona l Air Te rmina l, which now accom modates 840 
air line flights daily , serving 18,000 passenger s every  24 hours. Our  
ope rat ion  cons ists of  a n etwork of routes wi th he liport s loca ted at  20 
ma jor  citie s servin g app rox imate ly 200 com mun ities  with abo ut 100 
flights daily , which is pract ica lly  all th ei r local ai r tran sp or ta tio n.

Over these rou tes ou r traffic cons ists of  passengers, mail and  ex­
press, of which in excess of 90 per cent make s dir ect  conn ections wi th 
the  fixed -wing carrie rs.  Ou r flights and  rou tes  are so bala nced th at  
we enjoy full  loads  “ in" as well as “ou t,” and peak  per iods at a very  
minim um.

The sou the rn Ca lifornia  area  which we serve  is reg ard ed as the  
fas tes t grow ing  sub urb an area  in the  wor ld. It s geograp hical ch ar ­
act eris tics  and distances are such that  ne ith er  fixed-wing ai rc ra ft  nor 
sur face vehicles are capable  of solving the  problems.

Th is, plus  th e rapid growth  o f new cities , has p revented the  dev elop­
men t of an urb an network of eit he r sur fac e or  subway typ e. We 
have had an ave rage influx of 1,000 new auto mob iles  each day  fo r the  
last 10 years. We have  had a populat ion  grow th of  3 mil lion  du rin g 
thi s period.  We have built 1 mil lion  new homes at  a value  of $15 
billion.

Du rin g thi s per iod , we have also  built a modern freeway  system, 
which  serves as a magne t for new ind ust rie s, which in tu rn  clog the  
freeways with all sorts  o f traffic so th at  by the time they are  f inished, 
they  are of no pract ica l value to the air lin e traveler . Cou pled wi th 
thi s has  been the  grad ua l eliminat ion  of urban ai rp or ts due  to the  
com bina tion  of  large je t planes, the  b ui ld ing of homes and indu str ia l 
growth .

HELICOPTER AND TRANSPO RT EMERGENCY

The  obvio us conc lusion is th at  the  helicopter  has emerged just in 
time  to meet  th is  challenge , jus t as oth er advance s in techn olog y have  
preceded it.

The economics of ou r propos ition can be gaged in the lig ht  of the  
contr ibu tions to na tional defense, the  commerce and the  pos tal serv­
ice. They are all substan tia l a nd noteworthy.
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The term “subsidy,” as applied to the helicopter operators, is no 
different in principle  than when applied to the early airlines, except 
that the amount is much smaller.

Our own company has not received enormous amounts, and 1 be­
lieve that any cost increases are in line with the two major cost-gov­
erning elements, namely, rising cost indices together with increases in 
the level of service responsive to the public convenience and necessity.

NEW  TY PE  M A C H IN ES

We are now on the threshold of in troducing  much larger and rad i­
cally different a ircraf t. Our 10-place, single-engine machines will be 
replaced by 28-passenger machines. This will encourage more busi­
ness from the standpoint of appeal, as well as general dependability 
of  service.

To date, we believe we have exploited only 28 percent of the ten­
dered potential in our area, and our estimates for the future look ex­
tremely bright.

The scheduled helicopter operators are gradually  paving the way 
for the larger  airlines, some subsidized, to drop close in, high-tost 
stations. This is an overall saving.

I believe this trend will continue, and to the extent where it will be 
feasible, to provide a multidimensional route and service pattern , in­
volving little  o r no duplication and resulting in overall savings and 
great improvement in public service.

The load carry ing capacity of our  new model S-61 machines is esti­
mated at approximately 3,500 seat-miles per flight-hour as compared 
with approximate ly 600 by the model S-55, our present main line of equipment.

“ba ck up” eq ui pm en t

This is an increase of about 600 percent, yet  requires only one a ddi­
tional crew member. In addition, it will eliminate the need for a fleet 
of “backup” station wagons and trucks, which are now essential in 
order to guarantee service under situations of overload or foggy weather.

Senator Allott. Mr. Belinn, I think perhaps you ought to explain 
this statement from an operational s tandpoint.

Mr. Belinn. The backup equipment?
Senator Allott. Yes, sir.
Mr. Belinn. All right.
Senator Magnuson. Let him finish it first.

SEAT-MILE  COSTS

Mr. Belinn. As a concrete example of the direct seat-mile cost re ­
duction, our present fleet approximates  0.1785 cents as compared with 
0.0925 cents per available seat-mile for the S-61. This is about in line, 
percentagewise, with the showing now being made by the pure jet a ir­
liner as compared with the obsolescent piston types. As very high 
volume is attained , these ratios may well improve.

I have been employed continuously in the air tr ansp ort indus try for 
over 30 years, and have been associated with most technological ad­
vances related to its growth during this period. I believe the heli­
copter has advanced at least as fast as any other form of transporta-
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tio n; moreover, I believe the Congress should at least encourage a sub­
stantial expansion of the present operators, so as to provide an opti­
mum criteria before passing judgment, r ather than cause a retraction 
based upon unrealistic criteria.

Senator Magnuson. All right. Now, you go back to help Senator 
Allott.

EXPLANATION OF “ BA CKUP”

Senator Allott. G o back to the bottom of page 3 and take the  last  
sentence and explain that in terms of practical operation.

Mr. Belinn. Yes, sir.
Firs t of all, of course, we have the weather to contend with. In  the 

Los Angeles area we have what is known as stratus, in tha t in the  early 
morning and late night, the seacoast weather moves in in a hurry d ur­
ing certain periods of the year which blocks out contact operation. 
We are a t the present time restricted to contact flight operation limi­
tations.

Senator Allott. Tha t is because of the single-engine operation?
Mr. Belinn. That is correct. In which event, of course, we have 

to make sudden changes during this period, not only the mail or ex­
press which has been committed to make connections to other airlines, 
but dozens of passengers are at outlying heliports  with their  t ickets 
in hand waiting for the helicopter to carry them to the Los Angeles 
airport, to make connections which they would miss unless we pro­
vide them with a backup ride for which we own several station 
wagons.

When this condition impends, we dispatch these vehicles to make 
sure these people, if possible, make the connection they wanted, but 
certainly a secondary connection so our contract will not l>e abrogated, 
and that they may continue their flight, because we do interline ticket­
ing over other airlines.

Senator Allott. You are limited, then, by reason of the weather, 
and this would be true anywhere, to VITR flights because of your 
single-engine flights which cannot operate over populous areas lie- 
cause of FA A regulations?

Mr. Belinn. This is correct, Senator, and I should like to point 
out that our costs go on, even though we do not fly, coupled with the 
fact tha t the surface fleet which we must augment is added to this.

Now, under the new arrangement, we can eliminate tha t and go 
out and beat the bushes for new business.

Senator Allott. Wha t would be the situation with the twin-engine 
operation ? Can you operate f ar over populous areas with twin-engine 
operation or not ?

ROUTE STRUCTURE

Mr. Belinn. Yes. Our route structure is what we call peripheral. 
It  is designed with a safe landing place, frequent landing spots; and 
under IFR conditions and two engines, either one of which is capable 
of climbing as much as 700 feet a minute, with full loads, we would 
consider this 100-percent flyability.

In fact, we believe we could fly, Senator, under conditions when it  
would be difficult for limousines, automobiles, and buses to drive in 
our area.

Senator Magnuson. The Senator from Californ ia ?
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AREA SERVED

Senator Kuciiel. Fir st of all I wonder, Mr. Belinn, if you would 
indicate to members of the committee the area you serve in southern 
California ?

Senator Magnuson. We have here the map. Is this the map of 
your area you serve ?

Mr. Belinn. This is correct, Senator.
Senator Magnuson. I wanted to ask this question :
When you talk about schedules, are your schedules sort of circuitous 

around the area or do you go to one point and back or another point 
and back ?

Mr. Belinn. Maybe I can answer those questions one at a time.
DISPAT CH PATTERN

First of all, this is known as a clover-leaf network and it extends 
over to the mountain range at San Bernard ino in the east and south 
coastal area of Newport, north up into the San Fernando Valley. 
This consists of four segments. One is northerly, which you see here 
and each one is circuitous.

Now, we dispatch  in a c ircular patte rn, based upon the traffic, the 
direction being based upon the traffic needs of tha t particular area.

For  example, the Post Office Department insists th at we dispatch 
mail to San Bernardino for first-carrier delivery in the morning at the 
same time as our shuttle to the Los Angeles rooftop post office so that 
the public may have their mail on the street at the same time at the 
farthermost perimeter on our system as compared with its downtown 
city mail.

Now, this geographic area takes in-----
Senator Magnuson. Suppose I get off a t the  a irpor t and I want to 

go to San Bernardino. Do I go there di rect or through Tom’s home­
town?

Mr. Belinn. We have many schedules which are one stop or non­
stop.

Senator Magnuson. It  depends on the load, would it  not, too?
SCH EDU LES

Mr. Belinn. Well, as I  explained earlier, we have about 100 sched­
ules a day.

Senator Magnuson. Are your schedules fixed or do you pick up a 
group of passengers and determine where you are going by how they 
are going ?

Mr. Belinn. No, they are all fixed in connection with the other 
airlines. They are advertised fixed schedules, none of which we can 
recall, except through recourse back through the CAB.

Senator Magnuson. That is the schedule which you filed'?
Mr. Belinn. Tha t is correct.
We have some of these routes longer than others, if  you will notice. 

This provides for balancing of our traffic. In other words, we have 
short flights and lon^ flights which tend to eliminate valleys and peaks 
and increase the utilization of the airc raft , to the extent where we 
now have at least equal the daily utilization of the fixed-wing industry.
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MODEL OF HELICOPTER

Se na tor  M agnuson. Before yon go on, would th is be typ ica l of the 
new type of helic opter, the two engine—th at  model ?

Mr. Bel in n. Yes, ther e are two basic models. Th is is Boeing, which  
is identica l to the Sik ors ky , except that  it has  two rotors , one at each 
end.  Th is has a main  ro to r at the  fro nt . Th is has  tw o roto rs. Th is 
back  ro tor  is used as a steering  and  li ft in g device as com pare d to the 
forw ard  one being esse ntia lly that  of  the main rotor  of the single 
type.

Senator  Magnuson. Th is has two motors .
Mr. B el in n . Th is h as two motors.
Senator  Magnuson. Th at  has  two motors.
Mr. Bel in n . From  th is  we d eriv e no li ft  fro m the steering  mech­

anism . We depend on the  center roto r to  do all the  steering  and p rope l­
ling. Th is oth er has  a combina tion  of  ste eri ng  and  lif t in the  back.

Sena tor  Allott. Ju st  as a ma tte r o f inf orm ation  on the  twin  rotor,  
do you have a n eng ine fo r each r oto r?

Mr. Bel inn. No, s ir ; they are connected.
Senator  Allott. They are  still  connected and  ope rate toge ther  on 

the  same pr inc iple as th e single rotor?
Mr. Belinn. There  is a shaft  ru nn ing fro m one ro tor to the  other. 

Not only  t ha t but I underst and they are  in teg rated for  best operat ing  
efficiency.

Senator  K uciif.l. Wo uld  you tell the  chairma n aga in wha t kin d of 
a flight he would have  from the Los Angeles  I nterna tio na l A irpo rt  to 
San  B ern ard ino ?

Mr. Bel in n. Yes. Assuming,  S enato r, that  he ori gin ate d his flight 
on the  fixed air lin e, let  us say from  Wash ing ton , here.  I t  is feas ible  
as a very  high p ercentage  of  these passengers buy th ei r tickets in W ash­
ington dire ct to San Berna rdino.

Now, our air lin e p ar tic ipates  with the  m ajo r c arr ier s in w hat we cal l 
an all- inclusive fare. So that fo r abou t $2 ex tra —ad din g $2 to your 
Los  Ange les far e, we would  c arr y you all the  way  to San Be rnard ino , 
exchange your baggage at the Los Angeles  ter mina l, do all of  the  
service work at the  ai rp or t, and the  difference between the $2 which 
you pay and  t he far e, $8 fa re,  is absorbed  by  th e ma jor  c arrie r, so th at  
in effect, they abso rb pa rt  of the  sub sidy fo r th at  con tinued flight.

Sena tor  K uch el. Are the re any  non stop s out to San Be rnard ino ? 
Or  do you stop  along  the  way  ?

Mr. B el inn. We have a t least one one-stop.
Sena tor  K uch el. I s th at  to  Pomona ?
Mr. Bel inn. Th at  is to  Pomon a and we reso rt to the  flag s top  p ri n­

ciple , in order to accommodate las t-m inu te pas sengers who say  “I  
wan t to ge t in here .”

Se na tor  K uch el. Th is map you have given to the  committee in­
dica tes the  pre sen t coverage of the  Los Angeles  airways hel ico pte r 
system ?

Mr. B el inn. Th is is th e p resent  cove rage.  We feel t ha t in t he  ve ry 
near fu ture , we will  come in for an ad jus tm en t of our rou tes  to ac­
commodate  th is new equipment sim ila r to th at  which  the  majo r a ir ­
lines underw ent  when the y m odernized the ir  equipm ent . We hav e op ­
era ted  fo r 14 yea rs witho ut an improvement  in ou r ro ute  pat te rn  and i t
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looks now, Senator as if our buildup in the Los Angeles area will be 
a solid city within the foreseeable future  from Santa Barbara to San 
Diego. This ter ritory is not the type of te rrito ry for short haul with 
fixed-wing aircraf t.

Even the local lines-----
REVISED ROUTES

Senator K uchel. What you contemplate requesting for a revised 
route pattern would geographically extend from Santa Barbara in the 
north to San Diego in the south ?

Mr. Belinn. That  is right, sir.
Senator K uchel. Would you go any far ther east than San Ber­

nardino?
Mr. Belinn. We have not looked with too much enthusiasm going 

beyond perhaps to the Arrowhead Mountain area. This is very high 
and isolated. We are not certain yet whether Palm Springs would 
be the eastern terminus or not. We have held to the policy, sir, to 
do things which we can do best and which no other type of tran sporta­
tion can do.

Senator K uchel. Off the record.
(Discussion off the record.)
Senator K uchel. And you said, or did you, how many passengers 

you carried over vour present route system last year?
Mr. Belinn . I would have to resort to some figures, but I 

believe-----
Senator K uchel. Just roughly.
Mr. Belinn. Approximate ly 40,000. That is right.
Of course, th at is in addit ion, Senator, to 2% million pounds of ai r 

express and 5 million pounds of mail.
Senator  K uchel. And have you increased over your 14 years in 

each of those areas of transporta tion ?
Mr. Belinn . Yes. It  is quite interesting. This brings me to the 

indexes of the Post Office Department. In your own city of Anaheim, 
they tell me tha t we dispatch over 100 pounds of a irmail every night 
as compared with when we commenced operation in 1947, it ranged 
somewhere in the neighborhood of 15 pounds. A hundred pounds of 
airmail is a lot of letters as airmail  averages 35 letters to the pound.

The helicopter service at San Bernardino, Anaheim, and all the 
cities on this perimeter, makes first carrie r delivery on the eastern 
seaboard next morning. If  it were not for this service, they would 
miss first carrier or even second carrier  which, for all practical pur­
poses, delays it  to the following day for the businessman, by the  time 
it is on his desk.

This also pertains with air express.
STEPS NEEDED TO STRENGTHEN INDUSTRY

Senator  K uchel. Let me ask you, Mr. Belinn, to explain to the com­
mittee what, in your judgment, might be done for the helicopter trans­
portation indust ry in this country to strengthen this position.

Mr. Belinn. I would be very happy to do this, Senator.
It  would appear th at three basic steps could be taken—perhaps one 

at a time or perhaps collectively. These are predicated upon the 
results of 14 years of operation, the practical analysis resul ting there­
from.



INDEPENDENT OFFICES APPROPRIATIONS, 19 62  815

Fi rs t of all , we th ink th at  the indu str y should  be tak en off th is 
tem porar y basis.

Se na tor  K uch el. H ow  long hav e you been tem porar y?
Mr. Bel in n . Fo urtee n years .
Se na tor  Magnuson. What is th e ter m of  yo ur  license , or c erti fica te ?

DIFFIC ULTY OF TEMPORARY OPERATION

Mr. Bel in n . I t is now 1964. We  h ave  a 7-year  ce rtifi cate, which is 
about ha lfw ay  over. We find t hat  o pe ra tin g unde r a te mpo rar y cloud  
of un ce rta in ty  increases costs, because all of ou r dea lings wi th the  
commun ities , fo r example, upo n whi ch we rely fo r gro und aids , he li­
po rts  and the enthusiasm of the  po pu lat ion  declines somewhat when 
the  fac ts are  brou gh t to light th at , well, maybe, if  they spe nd $5,000 
or $10,0000 on a he lip or t, for exa mple, as a contr ibuto ry  matter , they 
say, well, th is  can not  be for very  long.  How  do you know you are 
going to be in business ve ry long  ?

Now, th is carries  on into ev erythin g we do—contracts  of  all kin ds 
and  pl an ning  fo r real estate.

For  examp le, we are  leas ing  sp ace at  th e Los A ngeles In te rn at iona l 
A irpo rt  on a sh or t-t erm basis. We ex pla ine d to the  Civi l A ero nauti cs 
Board  a t the t ime o f ou r renew al th at i f we ha d a longer per iod  o f l ife , 
we probably would construct ou r own fac ili tie s and not have to go 
th roug h the  50 o r 60 perce nt to add lessors'  p rofi t. We  w ould select  a 
spo t somewhere in the  pe rip he ry  of our area. We would not be in 
th is hig h-p ric ed  are a com peti tive  wi th the  oth er large ca rri ers, fo r 
example.

Th ere  are many it ems  like th at , t ha t add  to t he increased cost.

PER MA NENT CER TIFICATION

Se na tor Magnuson. Le t us get down to the  perm anent cer tificat ion . 
Some 4 yea rs ago, I believe , I  spon sore d a b ill to give permanent ce rti ­
ficates to the  local ai r tran sp or t ca rr ie r and the  jus tifi cat ion  fo r it,  or 
one of the  main just ificatio ns,  was the  fact  th at  the  subsidies would 
get  bigger if they could not  move in to new e quipment , mo re economical 
equipment and  if they could  not serve more citie s or  more  com muni­
ties, which the y were about q uadrup lin g,  as  you well know,  throu gh ou t 
the  cou ntry. An d the y could  not get in new equ ipm ent , in the  new 
equipment field, fo r the  simple reason  th at  the perm anent cer tific ate 
was the  bigges t stu mb lin g block fo r any  kin d of cre dit  line  to allow 
them  to buy th e equipment.

Now, the  r esu lt has been t hat  m ost of the 14 local ai r tran sp or t ca r­
rie rs are  e ith er  now completely—two  o r th ree of them—c ompletely  in 
new equ ipm ent—since they have been able to have a p erm anent ce rt i­
ficate, they  ha ve been able to finance th is  new eq uipme nt and  fo r abou t 
3f/£ year s now, they e ith er  al l hav e the equ ipm ent  on orde r or  th ey are  
ph as ing  int o it. They are  giving  be tte r service.  The ir  subsidies 
have  not  gone  down,  they have gone  u p, as a mat ter o f fac t. Bu t th at  
can be ma inly at tr ibuted  to t he fac t th at  since they received new eq uip­
ment, th ey have  been serving new c ities—th ey  ha ve s erved 729 citi es in 
the  Un ite d Sta tes .

Now, the y say in the  CAB th at  they  will  reach now—t hi s is af te r 
some 14 or  15 y ear s expe rienc e in th is—since rig ht  af te r the wa r, fo r
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2 years they will still be going up because of the new services they had 
to provide. Then they will reach a plateau. Then as they get new 
equipment, they ought to be able to come down.

Now, this is in their subsidy. This is their prediction.
We tried to put  helicopters in that bill, as you recall, all you heli­

copter guys here. But we did not get it done. We tri ed to do it on 
the same theory.

Now, would that same theory and justification apply today to buy 
in buying or tryin g to buy or having on order 28 new helicopters? I 
mean in general ?

Mr. Belinn. Yes, with one exception, Senator. There has been an 
addition, of course, since then in law. The guarantee in financing has 
taken some of that  onus out.

GUARANTEE LOANS

Senator Magnuson. I was going to add tha t we followed tha t up 
with another bill that I introduced which would guarantee the loans, 
a certain percentage for this bona fide purpose. Can you take ad­
vantage of the guarantee loans?

Mr. Belinn. Yes.
Senator Magnuson. Even though you did not get in the bill on 

permanent certification?
Mr. Belinn. Yes.
Senator Magnuson. Have you done that ?
Mr. Belinn. Yes; we have an application in it with the Civil 

Aeronautics Board at this time.
Senator Magnuson. And this is the way you were able to finance 

the ordering of 28 new helicopters.
Mr. B elinn. Had it not been for that,  Senator, it would have been 

impossible for us to proceed through this bar rier  of new equipment. 
We could not have raised the money through any other means. The 
only security we have today is a guaranteed loan because the de­
preciation in the life of the next generation of equipment goes beyond 
the life of some of our certificates.

EFFECT OF HO USE LANGUAGE

Senator Magnuson. Where would your credit line go or be if the 
House language was lived up to?

Mr. Belinn. Well, it already has had a litt le effect, sir. Our good 
bank in California , the Bank of America, saw this in one of the  .avia­
tion dailies.

Senator Magnuson. That is, the fellow who has all the money.
Mr. Belinn. Tha t is true and he called up and said, to any further  

extent to which you want borrowings that are not blanketed in under 
the loan, do not come in. We have some unsecured. You see, our 
finances are both guaranteed loan and stra ight  chattel. Well, tha t 
is out.

Senator Magnuson. I see the Senator  from Oklahoma just  came 
in and he was also the cosoponsor of this legislation we talked about.

Mr. Belinn. I remember that very vividly.
NEW PLA NES  INV ESTM ENT

Senator Magnuson. No, how much investment would these 28 new 
planes total ?
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Mr. Belinn. For  our own company?
Senator Magnuson. Yes.
Mr. Belinn. Each unit is $650,000, plus spares and shop equip­

ment, so that 5 helicopters runs us up in the neighborhood or $5 mil­
lion, if 1 remember correctly, in that area. I would have to resort 
to figures in tha t, Senator.

Senator Magnuson. What was your gross revenue last year?
Mr. Belinn. Our gross revenues were in the neighborhood of 

$1,600,000,1 believe, as I remember; tha t is right.
Senator Magnuson. What was your subsidy last year, the Los 

Angeles?
TH E 1961  SUBSIDY

Mr. Belinn. Under—our subsidy last year was a little over $1 
million—$1,100,000, somewhere in there.

Senator Magnuson. So the subsidy has amounted to about one-half 
or the subsidy has been equal to the gross revenue ?

Mr. Belinn. A little more, sir. This is all inclusive. We are a 
little  more than 65 percent supported by subsidy and 1 think  tha t 
compares with around 30 for the locals.

Senator Magnuson. Would you put in the record, if you have it 
with you, the total subsidy Los Angeles Airways has received since 
you began operation ?

Mr. Belinn. I am not sure we have it.
Senator Magnuson. You can put that  in the record, and I wish 

the other two who are here would do the same thing.
Mr. Belinn. I am sure we can provide it, Senator. If  it is not in­

cluded in exhibit A, I will see that it is provided.
Senator Magnuson. I just want to finish one line of questioning.

PA S8EN 0ER8  CARRIED, 19 60

You have carried, you said—last year you carried how many 
passengers?

Mr. Belinn. 39,140. I should like to call your attention to the fact 
tha t there is a little  drop in passenger to tals as compared with 1959, 
which is absorbed in tonnage of mail and express.

Senator Magnuson. Passengers have been approximate ly 40,000?
Mr. Belinn.. Tha t is correct, sir. This is our to tal capacity, and I 

would again like to point out that  our total load fac tor is the highest 
in the industry, including the fixed wing and local airlines. We have 
the highest ton-mile load factor of any scheduled air carrier, trunk 
or local. This means utilization of space and mileage.

Senator Magnuson. I understand how you arrive at that figure.
Mr. Belinn. In other words, this is why the figures are stabilized. 

We have had no equipment change over a period of years so we have 
been r ight  at 100 percent of our capabilities over this period of time.

RATE AD JUSTME NTS

Senator Magnuson. Now, have you asked the CAB at any time for a 
rate increase, a schedule of rates ?

Mr. Belinn. Yes, we have rate adjustments, Senator, from t ime to 
time. If  I remember correctly, we had a small change about a year  
ago, and prior  to that time I believe we carried on for  almost 4 years 
without any substantial changes.
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Senator Magnuson. hat would be the percentage of rate increase in the past 10 years ?
Mr. Belinn. In terms of unit-----
Senator Magnuson. Let us take passenger rate, unit, per person— 

overall rates. You have a percentage, do you not?
Mr. Belinn. Let me see-----
Mr. Magnuson. Well, you can put tha t in the record. But have they been substantial?
Mr. Belinn. There has been very little change upward, if tha t is the question.
Senator Magnuson. Tha t is the question. What I am trying to 

say is that the CAB in many of these cases have frowned upon ra te 
increases.

Mr. Belinn. Yes. Well, let me say this : T hat  first of  all the facts 
are in this exhibit.

Secondly, I should like to say that we have experienced no difficulty 
whatsoever in rate adjustments so far  as we are concerned. I am 
not aware of any. They make us justify  them ; they run you through  
the wringer. But we have had no serious difficulties, as far  as I know.

Senator Magnuson. Well, now, obviously if you charged more, your 
revenues would be greater and your subsidy would be less.

Mr. Belinn. Correct.
VARYING CHARGES

Senator Magnuson. Now, the $64 question: Why do you not charge 
Kuchel more when he goes from the airport to Anaheim ?

Mr. Belinn. I would be very glad to dwell on that, Senator, because 
it is a good point.

Senator Magnuson. I want to establish whether the CAB has 
refused this to you or whether you voluntar ily feel tha t you should 
not charge the amount so tha t you can get  somewhere and cut down 
the subsidies—or whether you are charging enough, let us put  it 
tha t way.

TARIF F ZONES

Mr. Belinn. Fir st of all, I should like to explain the theory of 
our tariff. We have three zones of tariff. One is the city zone, 
another is an urban zone, and the third  is a long-distance zone, as we 
call it.

In each case, we base our tariffs on twice tha t of what any sub­
stantial competition would charge. In other words, twice limousine 
fare in the city zones, twice limousine fare in the interurban zone, 
and twice whatever the other carriers charge in the outlying zone, 
because we do have carrier  competition in the extreme area from other 
carriers. So we do use that as a basis for charging.

Now, we do not render what we call a completely dependable 
service in  terms of first-class service today. As I explainea earlier, 
part of it is with support of station wagons and par t of i t is irregular. 
But in each event, we rationalize on the theory I have just  mentioned. 
We have a substant ial portion of people who write and complain that  
the cost in relation to the character and class of the service is high. 
They complain that this  is about all the traffic will bear.

Secondly, we think  tha t with the advent of this new equipment, 
we have in mind to up the tariff substantia lly, because we believe we
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have a more salable package, and this is in our plan righ t now. We 
do not know just how much, but it will be substantial, with tha t in 
mind, Senator.

EFF ECT  OF HO USE ACTION

Senator Magnuson. How  much was the House figure? You have 
projected your subsidy and thought you projected it fairly close fo r 
the next year. CAB has to do th at when they come up here. This 
is a projection for the helicopter operation. How much would that  
cut from your particular subsidy? The $5 million, if it is limited 
to $5 million.

Mr. Belinn. We at this time do not have any information as to 
what it will do to us. We have an application in with a slight increase, 
taking  into account the learning curve of this new equipment, but 
we have had no information back from the CAB as to whether they 
would slice the subsidy equally among the three  operators or do it on 
a percentage basis.

Senator Magnuson. But if they  did slice it in ratio, your cut would 
be approximately 30 percent, would it not?

Mr. Belinn. It  would probably be in the neighborhood generally 
of 30 percent. I would th ink so, and this would be unlivable.

Senator Kuchel. What  would it do to you? Fold you up?
Mr. Belinn. Well, there is a minimum size of plan t or operation 

you can conduct. I would say the minimum is five units. Well, we 
could not susta in the level of service pattern  under that subsidy ceiling 
and to achieve any kind of utilization over five pieces of equipment, 
so that your—well, our indirect costs would skyrocket because you 
would be spreading so few flight miles and so few passenger-miles 
over so much fixed plant. So th at you would wind up maybe with a 
three- or four-machine plant, which is very, very uneconomical.

Senator Magnuson. Now , one question.
Senator Kuchel. You mentioned the need for permanent certifica­

tion as one example of how you, the people in your industry, might 
improve their  position. What else have you got, what else do you 
have to tell this committee as to what in your judgment might be 
done to improve it in addition to permanent certification?

KA TE PA TT ER N C O N SIS TEN T W IT H  E Q U IP M EN T

Mr. Belinn. Well, I  think certainly  step No. 2 would be to foster 
an ad justment of our route pattern to correlate, to upgrade our route 
pattern to be consistent with this new generation of equipment.

Senator  Kuchel. And this is what you have in mind doing?
Mr. Belinn. This is what we have in mind doing. In fact, we have 

the application pending before the Civil Aeronautics Board at this 
time which provides for that.

DELIVERY DATE OF NEW EQ UIPM EN T

Senator Kuchel. When will that  new equipment be available to 
you?

Mr. Belinn. Mv latest informat ion is that  unit No. 1, which in­
cidentally was certificated, a provisional certification by the FAA  
about 10 days ago, is scheduled for delivery in Los Angeles on 
August 7.



820 INDEPENDENT OFFICES APPROPRIATIONS, 196 2

Senator  K uchel . Now , th e action of  th e Hou se of Repre sen tatives , 
you have  testi fied,  would be dama gin g to yo ur  airwa ys in sou the rn 
Ca lifornia  where you have  been opera tin g. I tak e it par t of your  
test imony befo re th is committ ee is designed to urg e th is  committee  t o 
restore wha t the  Bu dget Bureau has pre vio usly recommended  for 
th at  item with resp ect to the  budget of  the Civil  Aeron aut ics  Board .

INT EREST  OF UNITED  STATES IN  HELICOPTER PROGRAM

Mr. B el inn. Pre cisely , S ena tor , and th is  goes to  the  th ird po in t th at  
I had  in min d to imp rove the  clim ate  of  the  ind us try . I f  t hi s is not 
only restored  bu t wh at we th ink  is dam ag ing lan guage which get s out  
into  the people whom we do busin ess wi th,  it precludes  us fro m pl an ­
ning . Long-range plan ning  has  to be par t of  good manag ement , or 
in reverse, whi chever way  you say it. We find ourse lves  unable to 
plan the  p eri ph era l effects. Th at is the  man ufac turers  recourse  back 
on us and  t hey say, well,  if  you can’t make long  range  plans,  how can  
we make long-rang e pla ns  to  s upply  you wi th equ ipm ent  t ha t is com­
patib le with your  needs  at  the pric es you  wa nt  to pay , and  th is  lang ­
uage  a nd th is act on the  p ar t of the House  th rows a k ink  in all long- 
range p lan nin g.

Fo r exam ple, in th is  brochure which I  brou gh t in here tod ay, we 
conducted  pla ns  fo r ou r cou ntry side which tak es us up th roug h 1982. 
We spe nt a l ot of  tim e and  energy, and every effo rt with the  au th or i­
ties  in the  whole Ca lifornia  area to find ou t w ha t place we w ould  p lay  
and what ou r needs  would be, and respon sib ilit ies , up th roug h the 
next 25 years.  And at  th is po int  I  mu st say we are  righ t on course, 
and  along comes this  action.

Of  course , the  peo ple we have  been do ing  bus iness with say , “ Where 
do you sta nd  in rel ati on  to thi s? Th is is som eth ing  we hav e never 
included in ou r plannin g, or pro vid ed fo r.”

LONG-RANGE PL AN NING

Senator  Kuchel . Mr.  Bel inn,  will  you tel l th is committ ee wh at in 
you r jud gm ent is the  jus tificat ion  fo r a pol icy by the  Government  of 
the  U nit ed Sta tes  to  encourage and  u nd erwrit e your opera tion in th is 
cou ntry? How would you spell  out  the  in ter es t of the  Government  
of th e Un ite d State s in this  program  ?

Mr. Bel inn. We ll, I would say in gen era l terms  of  course,  the  un ­
de rw rit ing of  aeronaut ics  in the  past has been the  Defense, the  Po st  
Office, and  Commerce . Now, in gen era l ter ms  the  same pre va ils  to­
day.  Now here, though , in addit ion  to  t ha t we a re at a pe riod when 
the  al l-m ili tar y are  emphasizing helic op ter  gro wth . Th e Navy,  fo r 
example, is buying  sub stantial quan tit ies  of  the  same mac hine  as we 
have on a commercial version. Now, we p low back very va luable  in­
forma tion to the  mili tary . An d if  I cou ld, I  would like  to  tak e a 
moment to be specific on t ha t.

We build up  as much as 200 hours  pe r month pe r ai rc ra ft.  Th is 
service experience , of  which the  res ult s are  now plow ed back  to the  
mili ta ry  by way of  the  manufac turer , becomes imm edia tely  ava ilab le 
fo r modification and  impro vin g of a sub sta nti al numb er of mili tary  
ai rc ra ft , so that  w ha t we plow back  from one hig h accelerated  service
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period becomes effective over maybe thousands of units. This results 
m savings of millions of dollars. This is a very difficult one to pu t in 
perspective from an accounting point of view, but the  facts are there. 
This is demonstrated by the fact  that we have as high as 10 times as 
many hours, we enjoy as much as 10 times as many hours between 
overhauls of our various components. This is, for example, the engine, 
transmissions, the rotor system.

In addition to that  we provide a reservoir of trained specialists 
which are available for the national defense and civil defense. This 
is important. And I call your attention  to an item here in this 
brochure in which our company was gradua ting a top specialist, rotor- 
craft specialist, who later became Presiden t Eisenhower’s personal 
pilot, but we tra ined several of these, one of whom T am led to believe 
is the individual who brought back the original M.I.G. fuselage which 
had been forced down north o f the Yalu River. This was a specialist 
who had been tra ined in our company on unusual types of helicopter 
operation.

NEW  TE C H N IQ U E S NEC ES SA RY

Now, then,  as fa r as techniques go, the commercial operators obvi­
ously have to develop many new techniques. We have developed one 
which we think is highly important. That is what we call a two-step 
auto-ro tating  system. This means th at you can land a helicopter in 
distress, at zero speed, down, stra ight down, without any engine 
assistance. This is a very important thing. It  doesn’t sound like 
much, Senator, but it has to do with the performance curve of the 
machine because helicopters are loaded to  their capability  of making 
emergency landings, and if you have very well advanced emergency 
landing  procedures, it  is permissible to load the machine to a higher 
capacity which in turn eliminates the need for more machines.

In the Korean effort we are reliably told tha t we increased the 
utility  of the 76 helicopters of the same type as we had in Los Angeles, 
the early  model S-51, identical to the 76 machines they had in Korea. 
We increased the utility of tha t over 100 percent, which has been tabu­
lated back to represent a saving of over $18 million to the military. 
This can lie very easily supported, which was much more than the total 
tha t we have ever received in term s of subsidy if you th ink of subidy 
as being something that doesn’t always do some other good which, of 
course, it does.

So, then, of course, the other segment, Senator, of this is tha t we 
increase the input to the large carriers. We put cities on the airline 
map which have no other means of being on the major airline maps. 
As we all know, we are having a suburban growth tha t is absolutely 
unparalleled. The cost of land, the air space congestion, makes it 
very difficult in metropolitan areas to have a great number of small 
airports as we used to have years back. Now they are being supple­
mented by a heliport program and I hope some dav we will have our 
helipor t program included in the master airport plan. So tha t there 
will be no duplication of efforts there. So tha t we are a benefit to 
commerce and I think all of us combined, we certain ly just ify the 
modest subsidies that  so fa r have been attributable  to the helicopters.

Senator  Magnuson. Any fur ther questions?
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COMP ARABLE TRAVEL TIM E8

Senator Allott. I have one further  question with respect to this. 
I would like to have the answer to this. Let us take Los Angeles 
Internationa l Airport, the home of our distinguished friend here. 
What is your flying time between the airport and Anaheim ?

Mr. Belinn. Eighteen minutes.
Senator Allott. Now, what time would it take under ordinary 

circumstances during  the day to do tha t in a car?
Mr. Belinn. Well, not less than an hour and a half.
Senator Allott. All right. Now what time would i t take by any 

other public conveyance tha t is available, such as buses—you have 
no trains I presume in tha t instance—let us say buses.

Mr. Belinn. Well, I dont’t have a bus schedule but I am reasonably 
certain that it is in excess of 2 hours. There is no bus in terms of a 
public bus. There is an airport limousine which goes to one point 
only.

Senator K uchel. You would have to take a bus from Anaheim to 
Los Angeles and then go over to one of the hotels th at has a limousine 
service to the airport.

Mr. B elinn. This is correct. Well, there is now a limited service 
to Anaheim, Senator, but this is used pret ty much for Disneyland.

Senator Allott. T̂ et me ask you one question. In this general 
area which you pointed out on your map, which is attached to your 
statement, does the like time factor prevail as between the three serv­
ices? In other words, are the savings about on a comparable basis?

Mr. Belinn. I would think so. I don't have the—the nature of their 
service, of course, is tailored to the geographies of their area. Now, 
I am cer tain that the congestion factor  would be the same. I don’t 
know tha t thei r service patterns  are identical with ours, but to the 
extent-----

Senator Allott. No. I am talk ing about the Los Angeles area.
Mr. Bit-inn . And our other points.
Senator Allott. You have got 20 towns on this map. Would the 

same general situation with respect to the service between the Intern a­
tional Airport and Anaheim exist with respect to the other spots here? 
In other words, the difference in-----

Mr. Belinn. Anaheim is a poor example of what we do. Most of 
the places-----

Senator Allott. All right. Give me a good one.
Mr. Belinn. San Bernardino, Corona, San Fernando.
Senator Allott. Let us take San Bernardino. What is the time 

situation-----
Mr. Belinn. From 4 ^  to 10 hours.
Senator Allott. By car?
Mr. Belinn. Under  the best conditions, public transportation is 4y2 hours. The best is 4̂ > hours and at the worst it is 10 hours.
Senator Allott. What would it take by car ?

• Mr. Belinn. Well, a 2^ -hou r drive on the freeway providing 
your freeways are open.

Senator Allott. Two and a half at the best.
Mr. Belinn. Yes.
Senator Allott. And then what is the time of your service ?
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Mr. Belinn. For ty minutes, and it will be about 28 with the new 
equipment.

Senator Allott. That answers my question.

PAR KIN G PROBLEM FOR TRAVELERS

Mr. Belinn. There is a little tandem to that,  Senator, which I 
would like to explain. We don't brag  about saving time only. There 
are other factors involved. For  example, a passenger making use of a 
helicopter from his city like Anaheim or Corona or San Bernardino , 
he has to drive his car to the airpo rt and while he is away perhaps 
spend $10 or $15 in parking in addition to providing perhaps an ad­
ditional car for the family. There are a lot of people who are not two- 
car families. So there  is no other way for him. So time is only one 
of the  components we deal with. Convenience is the other.

Senator Kuchel. It is very true. Next week my b rother and his 
wife are going to come back here. They could drive in. They would 
have to park  the car at the airport, and I think t ha t is $1.50 a night.

Mr. Belinn. At least.
Senator K uchel. And they will stroll  out to  the heliport at Disney­

land, get on and come on back here.
Mr. Belinn. We have people write us and say tha t the difference in 

savings of money by using helicopters compared with parking their  
car while they are away on vacation makes the difference between a 
good and a bad vacation.

Senator Magnuson. Maybe we ought to charge them a l ittle  more.
Mr. Belinn . We are prepared to do that. We are prepared to 

charge all the traffic will bear, I assure you, as soon as we have a good 
package.

Senator Schoeppel. Mr. Belinn, I think you have demonstrated 
tha t you have probably one of the most practical operations that  there 
is in the country, and I am not speaking disparag ingly of any of the 
others, but from the standpoint of lack of a central transporta tion 
system in Los Angeles and related areas, it lends itse lf to helicopter 
travel.

PERM AN ENT CERTIFICATION

Now in your extension, in your perimeter cities there which you 
hope sometime to get, it is probably contingent upon permanent cer­
tification, isn’t it?

Mr. Belinn. Not entirely, sir. But it certainly would be an im­
portan t factor.

Senator Schoeppel. It would be a helpful  factor.
Mr. Belinn. It  would be a tremendous help. There wouldn’t be 

any question about that.
Senator Schoeppel. Now you are pract ically one of the pioneers in 

this field, aren’t you ?
Mr. Belinn. We were the first to lie certificated.
Senator Schoeppel. Tha t is what I understand by checking back 

in the records. How many officials do you have in your company, top­
flight salary-drawing officials ?

Mr. Belinn. Well, we have a president and three vice pres idents, 
one of traffic, one of transp ortation, and one treasurer . Our execu­
tive staff consists of this.
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Sena tor  Schoeppel . All experienced  men who have been wi th you 
fo r a n umber  of yea rs.

Mr. Bel in n . Th at  have been with us, most  of them, from the  time 
we star ted .

PROJECTION OF REQUIREMENTS TO 19 82

The y are all  p rac tical people , sir.
Senator  Schoeppel . Yes. Now you say  th at  you pro jec ted  into 

the  fu ture  some of  your needs and requ irem ents. I th in k you said 
1980.

Mr. B el in n . 1982.
Senator  S choeppel. 1982. An d in y ou r loans an d guara nte ed  loans, 

subs idy is an im po rta nt  fac tor fo r yo ur  cred it insti tu tio ns  to  tak e 
into  cons ideration,  isn ’t it  ?

Mr. Bel in n . Cor rec t.
Senator  Schoeppel. Now  when you proje ct  th is prog ram into the  

fu tur e in th is opera tion in the  Los  Ang eles area, do you an tic ipa te 
you are going  to be on subsidy  fro m here on out?

Mr. B el in n . No, sir.
Sena tor  Schoeppel. I t  is your  desi re to  get off as quickly  as you 

could,  c ons istent with good business  pra ctices  and  t he  pa tro na ge  th at  
you enjoy, mai l, express , people, ge tti ng  on your  helicop ters .

Mr. Bel in n . Th is is correc t, Se nator .
Sena tor  Schoeppel. I th ink some of the  crit icisms th at  are  in the  

minds of some of the Members of  Con gress are th at  the re is a desi re 
on the  par t of  certa in inte rested ind ivi duals  that , once I get  on su b­
sidy I can stay on subs idy, and th at  is wrong. You agree th at  is 
wrong.

Mr. Bel in n . We  certain ly agre e to that . We subscribe  to th at  t hat  
it is wrong, a wrong theory  and  no business  sho uld be—in fac t, th is  is 
not the  in tent  of  the  Civil  Aeron aut ics  Ac t or  subsidy  as I rea d it, 
sir,  I underst and th is is to  get us going and  get us out on an efficient 
basis  to  th e time  th at  we sho uld be on our own.

Senator  S choeppel. Let me ask you thi s. I f  you were perm anently  
cert ificated —wi th the type of serv ice you render , and  it is excel lent 
and  appears  th at  way to me, shouldn ’t some of th is traffic  sta nd  a 
gr ea ter percen tage of  pay  ?

Mr. B el in n . 1 agre e, complete ly.
Sena tor  Schoeppel. And  on that, basis I assume you have made  

ana lyse s on th at  as to what you could do in red uci ng the subsidy  
fac tor .

Mr. Bel in n . That  is cor rect, si r.

PERCENTAGE FACTOR TO BREAK EVEN

Se na tor  Schoeppel. Could  you give  us—I  am no t ask ing  you to 
commit yourselves—could you give us some idea in your  per cen tage 
gro ss f ac tor when you  might  br eak  even ?

Mr. Bel in n . Senator , we hav e a pro jec tion, as I ea rli er  sta ted , 
runn ing up  th roug h 1982 w hich is based upon the  populat ion  grow th 
and the indexes ava ilab le to  us at  th is time . Th is is fo r pla nn ing 
purposes and made ava ilab le to the  CAB fo r th ei r long-rang e pr o­
jections. Th is is ind ica ted  on page  24 of th is  booklet th at  I  have  here .
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It  provides, among other things, tha t by 1964 we should be down 
somewhere in the 20 to 30 percent range, 20 to 25 percent, from 65 
percent. I call your attention to the fact tha t this is based upon the 
tact  that we would run the business our own way.

Senator Schoeppel. Yes.
Mr. Belinn. Now , if we get restricted service patterns or if we 

are regulated by something we don’t know anything about now 
which has the effect of increasing our cost, which sometimes occurs-----

Senator Schoeppel. Or inflationary trends.
Mr. Belinn. Or inflationary trends, this would not obtain but it 

certainly is our spirit and we would hope to do it.
Senator Schoeppel. And from your experience and your judgment 

you think tha t instead of this being an accelerating curve upward, 
you will be reaching a plateau somewhere down the line?

DEMONSTRATION FROM OPERATING EXP ERIENCE

Mr. Belinn. This graph is based on facts. Right here.
Senator Schoeppel. And that actually reflects what you are able 

to demonstrate from your operating period over the period of years.
Mr. Belinn. It  certainly does.
Senator Schoeppel. You have been with tha t company all the 

time.
Mr. Belinn. Fourteen years. I sta rted it.
Senator Schoeppel. Well, sometimes we look these graphs over and 

say, is it meant for a salesman's proposition. From your personal 
knowledge then this represents an absolute factual  correct p icture in 
your area.

Mr. Belinn. As far  as the facts are available to us at this  point. 
Now, I again call your attention to the fact that  this is about 2 years’ 
old.

Senator Schoeppel. That  is very encouraging.
Mr. Belinn. And certainly we have had a tremendous upswing in 

some of our wage rates, for example. Many things that  we have to 
buy cost more money. But this curve is—this is the pattern we are 
talking  about. Now, it could certainly vary and I wouldn’t want to 
mislead anyone. But this is what we are trying to do.

Senator Schoeppel. Well, Mr. Belinn, in your business here you 
are one of three.

Mr. Belinn. Correct.
FUT URE  OF SUBSIDY

Senator Schoeppel. As was testified here by the CAB, your app li­
cation—there are probably dozens of them that  are cdming in or are 
likely to come in from different sections of the  country, and naturally 
there is a desire on the part of those in Government to wonder where 
this subsidy picture  is going to end. Once somebody gets on subsidy 
or organizes a group and gets in on an area, then tie is in velvet for 
a while. I think  those are the questions that are unanswered tha t 
have made some of our counterparts over in the House—and I am 
not saying whether I agree or disagree with them on what they put 
in this report;  I am inclined to disagree with them; but it leaves 
a question mark.
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Mr. Belinn. May I make a comment?
Senator Schoeppel. Certainly. I would be delighted to have you.
Mr. B elinn. We have been in the midst of this very serious ques­

tion inasmuch as we were the first to  be relied upon fo r source data. 
This was the  purpose of setting up our operation in the beginning. 
It was sponsored very heartily by tne Post office Department and De­
fense Department. In fact, we Avere more or less a thi rd party in 
there.

CER TIFYING ADD ITIONAL CARRIERS

The question came up as to whether o r not and how far  additional 
carriers should be certificated. We were called in and consulted on 
it in an informal manner. We advised tha t at least three carriers 
should be given serious consideration and they should be of divergent 
or different characteristics so th at the total  experience would not be 
entirely a duplication.

Now, furthermore, we have concluded pretty  much, or lately it is 
our opinion that  there are only a very few’ areas in the United States 
which can support a plan t of a magnitude that  each of our large 
metropolitan areas now7 have of a sufficient size to make each of  them 
efficient.

Now, there are secondary cities in this country, metropolitan areas, 
and some very much smaller. It  is our considered opinion tha t the 
ultimate will be for some long-range planning by the Congress and 
Civil Aeronautics Board and the operators  tha t perhaps a patte rn 
could evolve which w’ould be somewhat along the lines of Greyhound 
system where they have area headquarters and small operat ing units 
where the public convenience demands it, but on a self-supporting 
basis, and tha t perhaps you would w7ind up w ith ha lf a dozen centers 
sufficiently large to support—like New York, Los Angeles, Chicago— 
to support this but with perhaps operating  satellites within the influ­
ence area of each of those. Great economic savings could result in 
that.

Then I think further tha t the much smaller cities which w*e have 
many, many of, w hich could not support this type  of service, certainly 
should enjoy a well-organized taxi-type of service. The new heli­
copters tha t are about to come in in the smaller categories are also 
evidencing great increases in efficiency. For example, there will be 
some 8- to 10-passenger single-engine equipment available w ithin the 
foreseeable futu re that  may well break even or make a profit on a fair  
level which the public can afford, which will be attractive to  the pub­
lic. There are many, many cities in the United States which could 
support tha t type of service.

Senator Schoeppel. I appreciate having this explanation.
HOUSE  REPORT

Senator Monroney. I want to address myself to the middle of page 
4 of the House report w’here it states tha t th is is the last year the com­
mittee plans to recommend funds for subsidy of helicopter operations. 
Would there be any helicopter market for common car riage if these 
three present subsidized helicopter operations were to be denied sub-
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sidy ? Common carriage  now. I am not t alking  about the tax i serv­
ice or specialized flow planes.

Mr. Belinn. Would there  be-----
Senator Monroney . Any market to encourage the use of VTOL air ­

craf t for commercial use?
Mr. Belinn. I can’t think of any.

VTOL Aircraft

Senator Monroney . This is, I think, the key to this whole thing. 
You fold up the present experiment and you fold up the development 
of VTOL, which many people tha t I talk  to in the avia tion industry 
think  is the missing link in aviation. Only the day before yesterday 
before this committee we were asked for $12 million to begin what 
will look like a $50 million s tudy, not production, but merely paper­
work on a supersonic tran sport airc raft . We have developed out of 
the billions of dollars spent on jet tankers and other types, the present- 
day jets of mach 1 speed. When we come to filling in this missing 
gap, if these three lines with thei r operat ing experience, and which 
carry, as your line does, 39,000 passengers a year, I see no way in 
which we will not go backward in this phase of aviation instead of 
moving forward and breaking the technical barrier  which is the sole 
result, as I  see it, of the requirement for subsidy. There is nothing 
tha t a cheap 10-mile plane can’t crack. I mean there are no cham­
pagne flights on helicopters. There are no massive station or ai rport 
facilities. I th ink you probably have two men, a bunch of kids, work­
ing there in the dispatching of your planes at Los Angeles Int er­
national.

Mr. Belinn. Right.
Senator Monroney . So the cost and the result of subsidy is the 

technology or lack of advancement of the art of VTOL.
Mr. Belinn. You are so correct, Senator, and I could amplify this, 

in fact, what is taking place in our Los Angeles area.
Senator Magnuson. I might say righ t here we have letters from 

the Boeing people. They are faced with the realities righ t now.
Mr. Belinn. Boeing and all these people.
Senator  Magnuson. We will put  these in the record, as well as your 

exhibits A and C and your full statement.
(The information referred  to follows:)
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STATEMENT OF C. M. BELINN
My name is Clarence M. Bel inn. I am President of Los 

Angeles Airways, Inc., a scheduled helicopter airline certificated 
by the Civil Aeronautics Board in May, 1947. We operate a fleet of 
8 single-engine machines ranging from the original 4-place Sikorsky 
mail plane to the 10-passenger turbine type. We also have five 
28-passenger, twin-engine machines on order, the first of which is 
scheduled for delivery late next month.

Our routes cover a radius of approximately 65 miles from the 
Los Angeles International Air Terminal, which now accommodates 840 
airline flights daily, serving 18,000 passengers every 24 hours. Our 
operation consists of a network of routes with heliports located at 
20 major cities serving approximately 200 communities with 120 
flights daily, which is practically all their local air transportation.

Our traffic conalats of Passengers, Kail end Express, of which 
in excess of 901 makes direct connections with the fixed wing carriers. 
Our flights and routes are so balanced that we enjoy full loads "in" 
as well as "out", and peak periods are at a very minimum.

The Southern California area which va serve is regarded as 
the fastest growing suburban area in the world. Its geographical 
characteristics and distances are such that neither fixed wing air­
craft nor surface vehicles are capable of solving the problems. This, 
plus the rapid growth of new cities, has prevented the development of
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an urban network o f ei th er  surfa ce or subway typ e. We have had an 

average in fl ux of  1,000 new auto mobile s each day for the  la s t  tan 

year s. We have had a pop ulation  growth o f 3,0 00 ,00 0 during th is  

perio d. We have b u il t 1,0 00 ,00 0 new hones at  a va lue  of $1 5,00 0,00 0,00 0.  

During th is  perio d, we have al so  b u il t a modern freeway aystem, which 

serv es  as  a magnet for new in dust ri es , which in  turn d o g  the  freeways 

with a l l  so rt s of  tr a ffi c  so th at  by the  time they  are  fi n is hed , they 

er e of no pra ct ic al  value  to the a ir li n e  tr ave le r.  Coupled with th is  

has been the  gradual eli minat ion of urban ai rp or ts  due to  the  combina­

tion  of la rg e j e t  pl an es , the bu ild in g of bones and in dust ri a l growth.

The obv ious con clu sio n i s  th at  the  hel ic op te r has emerged Ju st  

in  time to  meet th is  ch al leng e,  ju st as othe r advances in techno logy 

have preceded i t .

The economics of  our pr op os iti on  can be gauged in  the li g h t of 

the  co nt ribu tio ns  to  Ration al De fen se,  the  Co— area and the  Po stal  

Se rv ice . They are  a l l  su bs ta nt ia l and noteworthy.

The term "sub sidy", as  ap pl ied  to  the  hel ic op te r op er at or s, i s  

no d if fe ren t in  pr in ci ple  than when ap pl ied  to  the ea rl y a ir li n e s , 

excep t th at  the  amount i s  much ana H er.  Our own company has not 

rece ive d enormous amounts, and 1 be1l ev a th at  any co st  in cr ea se s are  

in  li n e  wi th the  two major co st  governing ele me nts , ns— ly , ri si n g  

co st  in dic es  toge ther  with in cr ea se s in  the le v e l of  se rv ic e res po nsive  

to  the  pu bl ic  convenienc e and n ec ess it y .
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We are now on Cha threshold  of  Introducing much larg er  and
ra di ca lly  dif fe re nt air cr aft . Our 10-pl ace sin gle-en gine  machines

I'1 [ 1 '
w il l be replaced by 28-passenger machines. This w il l encourage more 
bus ine ss from the  stand point  of  app eal , as  we ll as general depend­
ab il it y  of  se rv ice.

To date,  we be lie ve  we have ex ploi ted only 281 of  the  po tent ia l 
In our are a, and our est imate s for the future look extr emely br ight .

The scheduled he lic op ter ope rators  are gradua lly paving the 
way for  the lar ger a ir li n es,  some subs idize d, to drop c lo se -i n  high 
co st  st ation s.  This la  an ov er al l sav ing . I be lie ve  th is  trend w il l 
con tinue, and to  the  exten t where I t  w il l be fe as ib le  to prov ide a 
mu lti-dim ens ional route  and se rv ice pa tte rn , Involving l i t t l e  or no 
du plica tio n and re su lti ng  In ov er al l sav ing s and gre at Improvement In 
public se rv ic e.

The load carrying  capacity of our new model S-61 machines Is 
estimated at  approximately 3500 seat  mile s per fl ig h t ^“ns compared 

with  approximate ly 600 by the model S-5 5, our present main li n e  of 
equipment. This  Is  an Increase  of  about 6001, ye t req uir es only one 
ad ditio na l crew member. In ad di tio n.  I t  w il l elimi nate the need for 
a fl e e t  of  "back up" stat ion wagons and tru cks, which are now 

ess enti a l In order to guarantee  se rv ice under si tu at io ns  of  over load 
or foggy weather.
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As a concre te example of the di re ct  seat  mi le co st  reduct ion , 

our pre sen t f le e t  approximates .1785  cents as compared with  .0925 

cent s for the S-61. This Is  about In li n e  (perce nta ge- wise)  with  

the showing now being  made by the pure je t  a ir lin er as compared with  

the ob so les cent  pisto n typ es.  As very  high volume Is  at ta in ed , 

the se ra tios  may we ll Improve.

I have been employed con tinuously In the Air Transport  

Industry for  over 30 yea rs,  and have been as so ciated  with most 

tec hn olog ica l advances re lated to I ts  growth during th is  per iod . I 

be lie ve  the  he lic op ter has advanced at  le ast  as fa st  as any oth er 

form of  tra nsporta tio n; moreover, 1 be lie ve  the Congress should at  

le ast  encourage a substant ial  expansion of  the pre sent op erato rs,  

so as to provide an optimum cr it er ia  befor e passing judgment, rather  

than cause a re trac tio n based upon unre ali st ic  cr it er ia .

71036 0 - 6 1 — 53
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E xhibit  A

LOS ANG ELE S AIRW AYS . . . TEN PO INT S

I. THE NEED

II. THE SYSTEM

III. ABILITY

IV. COOPERATIVE DEVELOPMENT

V. PLANNING

VI. WILLINGNESS

VII. OPERATION

VIII. METHOD

IX. CITIZENSHIP

X. STATUTORY COMPLIANCE

Los Angeles Airways, Inc. 
5901 West Imperial Highway 
Los Angeles 45, California

833
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LOS ANGELES AIRWAYS . . .  TEN POINTS

I .  THE NEED

Los Ang eles  Airways in te g r a te s  n a tu r a ll y  w it h  th e new "Sub urbia" 

co nce pt,  th e v a s t  com ple x co m pr is in g G re at er  Los A n gele s,  wh ich  i s  th e 

f a s t e s t  gro wing m et ropoli ta n  ar ea  in  th e w orl d -- b oth  from a popula ti on  

and an eco nomic st an d p o in t.

A. The fo ur- co unty  ar ea  o f  Los A ngel es , Orange,  R iv ers id e , and San 

Be rn ar dino  ha s a popula ti on  in  ex cess o f  se ve n m il li o n  per so ns,  

rep resen ti n g  an in crea se  in  popula ti on  o f  ab ou t th ree  m il li o n  

s in c e  LAA we* c e r t i f ic a te d  in  Nay,  19 47 .

B. The popu la ti on  o f  t h is  fo ur- co unty  ar ea  ha s be en  in crea sin g  a t 

about 40 ,0 00  pe rs on s pe r month,  and  r e l ia b le  fo r e c a s ts  in d ic a te  

th e popu la ti on  w i l l  alm os t do ub le in  th e nex t 20 yea rs .

C. The fo ur- co unty  are a i s  comprise d o f  300  c lt le s /c o m m u n lt le s  and 

embraces an ar ea  o f  5 ,0 00  square m il e s , an are a wh ich  i s  grea te r  

tha n th e e n t ir e  s t a t e  o f  C onnec ti cu t.  There  i s  l i t t l e ,  i f  an y,  

p u b li c  tr a n sp o rta ti o n  between  th e Los A nge le s In te rn a ti o n a l A ir por t 

and th e su rr ou nd in g c i t i e s  and co m mun iti es .

D. The g ig a n tic  economy o f  th e ar ea  i s  g r a p h ic a ll y  shown by th e bu dg ets 

o f  th e fo ur c o u n ti e s , e x c lu s iv e  o f  c i t i e s  w it h in  them, fo r  196 0:

Los A nge le s County $ 488,4 70 ,6 52

San Be rn ar dino  County $ 40 ,9 1 4 ,2 8 0

Orange Cou nty $ 36 ,8 61 ,5 46

R iv ersi d e  County $ 27 ,1 90 ,8 69

The bu dg et  o f  th e C it y o f

Los A nge le s a lo n e was : $ 22 2,2 00,7 09

1. Throughout th e fo ur- co unty  area , a s id e  from  th e urban de ve lo pm en ts , 

th ere  are  geo gra ph ic al b a rr ie rs wh ich  hav e pr ev en te d good  grou nd 

tr a n sp o rta ti o n ; i .e . ,  r iv e r s , h i l l s ,  and mou ntains  up to  5 ,0 00  f e e t .
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F. The population, geographical characteristics, and economy show that 

there la an unlimited potential, plus an urgent need, at the present 

tine for increased service by Los Angeles Airways.

During the next decade the most critical component associated with 

the phenomenal growth of this area will be transportation— in all cate­

gories, Including the freeways. Unfortunately, residents are already faced 

with the dismaying fact that despite the tremendous construction of new 

freeways, each Is overloaded and Inadequate almost as soon as the ribbon

Is cut.

Consequently, Los Angeles Airways oust be regarded as a permanent 

and continuously expanding transportation facility In Southern California, 

serving a chain of urban development stretching ultimately from Santa 

Barbara to San Diego. The consistent trend toward expansion of outlying 

areas can only mean that the helicopter Is an Indispensable factor In the 

growth potential of Southern California.
II. THE SYSTEM

Los Angeles Airways Is the sole point-to-point local air service

within the Greater Los Angeles Metropolitan Area. It operates over a

network providing high speed connecting service for passengers, mall,

and express from 200 outlying cn— mltles to Los Angeles International

Airport, the one airport serving the entire area. In so doing, Los

Angeles Airways connects with

schedules of: 19 airlines
3 railroads
3 transcontinental bus companies 

102 trucking lines 
16 steamship lines
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' alm ost  14 ye ar s I t  has b u il t  up a m ail , pa sse ng er ,

Mall Lbs. Express Lbs. Passe ngers

1947 209 ,32 5 * •
1948 2,57 3,60 8
1949 4, 31 0,77 5 •
1950 4,42 4,05 2
1951 4, 75 9,83 9 -
1952 4,63 3,97 7 -
1953 5,62 4,22 3 ** 5,5 68 -
1954 6,14 8,55 2 686,6 16 *** 210
1955 6, 01 5,84 2 1, 54 9,94 8 4,77 9
1956 5,76 1,36 7 1, 82 0,69 8 20 ,85 6
1957 4,57 5,05 7 1,67 5,92 2 30 ,09 5
1958 4, 32 1,21 1 1,77 8,98 4 30 ,71 8
1959 4, 78 1, 28 4 2,34 6,35 6 41 ,73 6
1960 5,27 4,19 9 2,49 1,76 8 , 39 ,14 0

* Operation  st arte d  10-1-47 with  Sik orsky S-5 1 h eli copte rs .
** Se rv ice st art ed  12-17- 53 with  Sik ors ky  S-55  h e li cop te rs.

*** Se rv ice st art ed  11-22 -54.

As shown above,  th er e has been a cont inuous  In cr ea se  in  tr a ff ic  

ca rr ied;  however,  th is  Is  on ly "tok en se rv ice"  off er ed  to  the  market over  

the  sys tem . At NO po in t on LAA's sys tem  has a su ff ic ie n t  number o f sch ed­

ul es  ever  been  availab le  to  handle the  demands fo r pa ssen ge rs , fo r m ai l,

or lo r  a ir  ex pr es s.  On f li g h ts  making primary a ir li n e  co nn ec tio ns , LAA 

Is  ab le  to  accommodate on ly  one passe nger fo r every ten  re que st s—fo r 

ex as ple , on January 20 , 1959, San Bern ardino f l ig h t  57 3, wi th  a passe nger  

ca pa ci ty  o f s ix , had a to ta l o f 100 persons w a it li s te d . With l i t t l e  or

no adver ti si ng and with the  di scou ra ging  rep eated  w a lt ll s t lq g  o f p ote n ti a l 

pa ssen ge rs , th er e are thousands of perso ns each month who Inq uir e about or 

requ est tr an sp or ta tion  on LAA whom we are unable to  accommodate.

The pu bl ic  co n si st en tl y  demands more serv ic e , gr ea te r frequency, more 

conven ien t f l ig h t s , and se rv ic e  to  addit io nal c i t i e s .  As ev ide nced by 

high load fa c to rs,  by thousands  o f wri tten  re qu es ts  and su gg es tio ns  on 

f i l e ,  and by comments from the  c i t i e s  and coshmmltles  o f  Southern C ali fo rn ia ,



INDE PENDEN T OFFICES APPROPRIATIONS, 19 62 837

there la no doubt that the public Insists upon better helicopter service. 
The new twin turbine S-61 helicopter which LAA has purchased and la placing 
Into service thia auraaer will for the first time fulfill the requirements 
of air service to the traveling public and shippers of Greater Los
Angeles.
ABILITY

Los Angeles Airways has pioneered and developed practically all con­
cepts of modern cosaaerclal rotary-wing aircraft operation. The official 
motto of Los Angeles Airways Is "SIEMPRK PRUKRCT', which means "FOREVER
FIRST'.

Firsts
LAA was the world's first scheduled helicopter airline.

LAA was the first airline to be certificated by the Civil Aero­
nautics Board for a scheduled helicopter operation.

LAA waa the first scheduled helicopter airline to receive i. Type 
Certificate for night flying.

LAA was the first scheduled helicopter airline to receive a Type 
Certificate for Instrument flying.

LAA was the first scheduled helicopter airline to conduct special 
military flight training during a combat period (Korea).

LAA was the first to operate turbojet helicopters In scheduled
service.

LAA was the first scheduled helicopter airline to purchase multi­
engined helicopters.
Conceptions

LAA conceived a method for the night flying and landing of hell- 
copters) without the use of expensive ground aids.
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manufacturing areas, and a population of more than a quarter
million people.

V. PLANNING

The projections of Loa Angeles Airways anticipate a network expan­
sion to include 71 communities in Southern California, serving a popu­
lation of 10,000,000 residents and many thousands of businesses. The 
table below shows these projections and those announced by the Los 
Angeles International Airport.
A. Actual and Projected Traffic for L. A. International Airport

Passengers MeiI (Lbs) Express (Lbs) Air Freight
1959 8,893,387 46,239,370 27,755,178 101,533,884
1960 6,605,036 48,507,905 21,773,244 125,718,245
1961 7,400,000

1965 12,460,000

1970 23,770,000
B. LAA's Projections of Traffic in Current Guaranty Loan Application 

Based on a Limited Number of Helicopters
1961* 53,158 5,609,521 3,166,961
1962 197,214 8,005,797 3,482,557
1963 357,094 8,406,087 4,635,284
1964 405,751 8,826,392 4,213,895
1965 459,140 9,267,712 4,635,284
1966 482,097 9,731,098 5,098,812

*3ikorsky,8-61L 25-28 passenger helicopter being 
put into service.«.

C. LAA's Long Kangs Future Projections Based on a Larger Fleet of 
Helicopters
1965 800,000 10,000,000 6,000,000

1970 1,500,000 12,500,000 9,000,000
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VI. WILLINGNESS

Los Ang eles  Airw ays p resen tl y  has  in ves tm en ts  and ha s made lo ng-

term  fir m commitm ents as fo ll o w s:

A. Ope ra tin g In ve st m en t S- 51 S- 55 S-61 L T ota l

A ir cra ft  $1 48 ,0 00 $1 ,0 25 ,0 00 $3 ,3 26 ,0 00 $4 ,4 99 ,0 00
M ate ri al s & Su p pli es  $ 30 ,0 00  
S-6 1L  Developme nt &

$ 40,0 00 $ 47 ,0 00 $ 11 7, 00 0

P re op er at in g Expen se - $ 19 ,0 00 $ 19 ,0 00
Shop & O ffi c e  Equipment $ 17 6, 00 0
S-6 1L  Shop and To ol  Equipment $ 11 6, 00 0

B. Long-Term Le ase  In ve st m en ts 5 Ye ars 10> ye ars 20 yea rs

20 h e li p o r ts $ 25 ,3 72
Ge ne ra l O ffi c e s  and Hangars
L.A . I n t ’ l  A ir port  New Ter minal

$ 17 ,0 00
$ 36 ,0 00

Anaheim H eli p ort (New)
Newport  Beach  H eli p ort (New)

$ 30 ,0 00
$ 33,0 00

San Be rn ardino  H eli p ort (l ew ) $ 23 ,0 00

I t  i s  to  be  no te d th at th ese  fi g u r e s  re p rese n t a ctu a l and p ro je ct ed  

In ve st m en ts  made by LAA, si n ce  no a s s is ta n c e  i s  gr an te d fo r  h e li p o r t

con st ru cti o n  un der th e terms  o f  th e F ed er al  A ir port  A ssi st an ce  A ct .

C. In ve stmen t o f  S to ck hol der s and Long- Ten s Deb t F in an ci ng Arrangements

Sto ck hol der  Equ ity  $ 1 ,0 48 ,0 00
P re se nt Bank Loan $ 22 5, 00 0
S-6 1L  H eli co p te r  Bank Loan Commitment

under A p p li ca ti on  fo r Guaranty Loan $2 ,8 9 2 ,0 0 0  ’

V II . OPERATION

Los Ang eles  Airways* sy stem  i s  des ig ned  fo r  maximum op er ati onal 

e f f ic ie n c y  ba sed upon th e fo ll o w in g  c r i t e r ia :

A. M al ls and ca rg o fl ow  in v erse ly  to  pas se nge r ca rr ia g e , 

th us  in su r in g  maximum lo ad  fa c to r  fo r  two-w ay haul.

B. Rou te le n gth s ha ve been des ig ned  so  a s  to  m in im ise peak  

per io d pr ob lem s. The sc hed uling o f  equip ment du rin g peak  

per io ds to  te rm in al  and im po rtan t in te rm ed ia te  p o in ts  w it h  

sh o rte r  segm en ts r ece iv in g  se co nd ar y t r a f f i c  p a tt ern s has
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resu lte d In achieving  the high est equipment u ti li sa ti o n 

In the Industry.

VIII. METHOD

Los Angeles Airways' equipment has been desig ned by experts  to 

meet the sp ecif ic  need crea ted by tr a ff ic  problems In the metropoli tan 

are a, thus a l l  ai rc ra ft  are who lly or pa rt ly  conv ertib le to  al l-ca rg o 

or al l-p as se ng er  confi gurations . As Ind icated above, 100 per cen t 

mall and cargo capacity can be u ti li se d  for  outbound morning fl ig h ts  

with  rapid change of Intern al arrangement permitting  the changeover 

to  100 per cen t pas senger-carryin g cap acity  for  the Inbound fl ig h ts , 

or va riat ions  of the two. As a resu lt , Los Angeles Airways can 

pro idly  point  to  the Ind ustry 's high est  tonnage load fac tor:

1958 5 8 .4 a
1959 6 3 .2 a
1960 64.34X

IX. CITIZENSHIP

Los Angeles Airways provides employment to  approxim ately 150 highly 

sk il le d  sp ec ia li st s In the complex fi e ld  of short-h aul  he lic op ter opera­

tion. These Include: p il o ts , li n e mechanics, overhaul sp ec ia li st s, 

fl ig h t dis pa tch ers, radio  tech nicia ns , Instru ctor s, de sig ne rs , engin eers, 

and exp erts In the fi e ld  of a ir li n e  accoun ting , sa le s,  development, and 

management. The sa la ri es  of  the se employees represented a to ta l of 

$826,88 0.00  in  1960, with fed eral taxes withheld  during the year  of 

$132,436 .00 . Furthermore, a new fi e ld  of  part-tim e employment to  our 

sen.or  c it iz en s was maintained in  that a number are employed as fi e ld  

age nts In ou tly ing  he lip or t fa c i li t ie s .

Most Important of  a l l ,  the tech nica l sk il ls  of  the se Ind ividuals 

provide an Important ready reserv e of thoroughly trained  personne l In the 

In te re st s of  the  nationa l and c iv i l defe nse  of the United St at es  of America
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Z . ST ATO TO R COMPLIAHCE
/

In granting Los Angeles Airway* It* certificate the Civil Aeronautic* 
Board ha* found that the public convenience and necessity require this 
service "to maintain and continue the development of air transportation 
to the extent and of the character and quality required for the coossrce 
of the United States, the postal service, and the national defense." 
(Federal Aviation Act, 1958, Section 406(b).)

In this connection, in a recent certificate renewal (Board Orders
Dos. E-12832 and £>12833 dated July 28, 1958) the Board stated as follows:

..."Continuation of helicopter service in Los Angeles Metro­politan area for a further experimental period found required by needs of the national defense and commerce of the United States. LAA has provided substantial public benefits and its record of achievement a* a certificated helicopter operator, despite lack of adequate equipment, has been outstanding; It has greatly aided civil and national defense, benefitted the postal service, contributed materially to the technical ad> vancement and economic development of rotary-wing aircraft aa a feasible and accepted mean* of air transportation, and ha* convenienced a cosq>aratlvely large volume of traffic."...
The Board recognised that Los Angeles Airways ha* a statutory responsi­
bility to establish a new type of air service which is truly responsive 
to the public convenience and necessity.

In appraising the benefits that accrue to the public, in connection 
with the above, the following factors may be taken into consideration:
A. Postal Service

For the past three year* Los Angela* Airways has transported 
an average of almost six million pounds of air mall per year with 
present equipment. The S-61L helicopter will provide a potential 
of four times this load. The Post Office utilises the service of 
Los Angeles Airways between the airport, suburban areas, and the 
Post Office Terminal Annex Building. In so doing, this service
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has exp edited  the de liv ery of  a ir  mall as much as twelve hours 

or wore than would be obtained by use of  sur face tra nspo rta tio n.  

Als o, Los Angeles Airways has been able to exp edi te the sta ll 

from suburban cooaun ltles by d ir ec tl y tra ns fer rin g the nai l to 

the trunk and lo ca l serv ice  a ir li n es without the handling by 

po sta l personnel.  With the advent of  the Je t age, the sche dule s 

of  the je ts  and Los Angeles Airways have been so coordinated in  

the Los Angeles area as to pe ra it ea rly  morning de liv er y of  tra ns­

cont inen tal a ir  sta ll posted la te  on the prev ious  even ing.

B. na tio na l Defense

The operations of  Los Angeles  Airways have served as a h e li ­

copter te st in g laboratory for  the ansed for ces and to train 

instr uc tors  of the armed for ces in  new techn iques of  instrument 

fl yi ng,  which we were fi r s t  to  prove . Both the C iv il Aeronautics 

Board and Congressional committees have recognised  the tremendous 

contrib ut ion s tha t the pioneer Los Angeles Airways ope rat ions ma-ia 

av ai lable to our mili tary  for ces  in  the Korean co n fl ic t.

C. C iv il  Defense

Over a period of  years Los Angeles Airways has maintained a 

lia is on  with  the C iv il Defense auth or it ie s.  In str ongly  supiortlhg  

our operat ion  before  the C iv il Aeronautics Board, the Office  of 

C iv il  Defense te s ti fi e d  that  the ex is tenc e of es tabl ish ed  he lic op ter 

se rv ice conducting day-to-day operations in  the Los Angeles area 

rep resents a valuable  as se t from the c iv i l defense standpoint  in 

case of emergenc ies, loca l d is ast er s,  and for the movement of  key 

governmental personnel from se nsi ti ve areas to outly ing  con tro l
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center* In the even t of  an impending at tack . The Administrator  

pointed out tha t the he lic op ter demonstrated i t s  value in  

di sa ster  ope rat ions In the Ca lifornia  northern coun tie s floods 

in 1955, a ti dal wave thr eat  to Southern Ca lifor nia in  March, 

1957, et c.

Railway Express Agency .

The Air Express Divis ion  has te s ti f ie d  in  publi c hearings

that  "with the inaugural of the serv ice of  Los Angeles Airways, 

we are now able to giv e the purchasing publi c in those ou tly ing  

areas the same type of serv ice engaged by the people o£ the metro 

po lltan  area. Furthermore, th is  has re su lte d in app reciable time 

saving* for  those users" .
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Exhibit C

A N N U A L  R E P O R T

L O S  A N G E L E S  A I R W A Y S ,  I N C . 1 9 6 0
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T o  O ur S to c k h o ld e rs ,
E m p lo y e e s  an d  F ri en d s:

In my last Annual Report, I pointed out that your Company had attained an all-time high in load 
factors. The fact that this trend still prevails reflects the popular reliance upon both the service pattern 
and the dependability of the system.

First Turbine

During the past year, the saturation point of fleet capacity in all c ategories— mail— passengers — 
express— was reached. To relieve this situation , your Company added one 10-passenger Turbine 
Powered Model S-62 Single-Engine helicopter on an interim lease basis, thus providing the first instance 
of operating a modem turbine  helicopter on a certificated system anywhere. Passenger and public 
acceptance of this aircraf t has been uniformly enthusiastic. This is noteworthy because many of its basic 
character istics are identical to those of the S-61L.

This step was occasioned also by a delay of several months in delivery of the large Multi-Engine 
Model S-61L 28-passenger machines which are on order. The  delay was caused  primarily by type 
certification technicalities, and is not unusual in forerunner proceedings. Present plans contemplate 
placing the first unit of the new equipment  in service early in August. It is hoped tha t we will be able 
to display this unit to our stockholders at the Annu al Meeting now planned for July 28.

Financial

The attached report  of Peat, Marwick, Mitchell & Co.,  certified public accountants, accompanied 
by our year-end statement of financial position, indicates earnings of $3.52 per share as compared 
with $1.27 in 1959, subject to the adjustments referred to in Note 1 to the Financial Statements relating 
to 1960 recorded earnings applicable to 1959. The improvement in earnings was due in part to the newly 
adopted rate making formula of the Civil Aeronautics Board referred to in my special report dated 
September 23, 1960. Also of significance is a  new rate formula consummated during  1960 between the 
airlines and the REA  Express  Agency, for the carriage of air express, which accounts  for a substantial 
segment o f your Company’s revenue.

As a principal means of financing the initial units of the S-61L re-equipment program, your 
Company has a loan commitment in the amount of $2,89 1,637  from the Bank of America National 
Trus t and Savings Association, supported by a recently filed revised applicat ion of guarantee made 
to the Civil Aeronautics Board under  the provisions of Federal law.

This financing represents the maximum obtainable  under  our existing ra tio of equity capita l to debt. 
This limitation has restricted the primary equipment purchase program to four  new aircraft .

It is apparent that the time has come to take appropria te steps for expanding your Company’s 
capital structu re. At the Annual  Meeting of S tockholders, there will be submitted a proposal to increase 
the author ized capita l as well as to reduce the par  value of the shares as a prelude to a stock split. 
These preliminary steps will provide a basis for the contemplated public offering of shares  at a later date.

Personnel Relat ions

Demand for wage increases in the air transportation  industry remains strong. The  durat ion of labor  
agreements within the industry continues to be extremely short. The  effect of these two factors  is 
largely responsible  for rising unit and administ rative costs. Contracts with both the Airline Pilots 
Association and the Teamsters Union are currently in negotia tion and the outcome cannot be precisely 
determined at this time.

710 36 O — 61— f>4
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Towards the close of the year, your Company inaugura ted a retirement plan for its pilots, funded 
through deposits with a major insurance company and to which our pilots contribute a portion  of 
earned salary. This plan is in keeping with others negotiated in the industry.

There has already been submitted to the stockholders a Restric ted Stock Option Plan for key 
employees. The number of the shares to be available for option  is 3,800, or less than 10% of our  
presently outstanding shares. While I do not propose to participate in this plan, I do advocate the 
incentive principles on which it is predicated , and I am impressed by the spontaneous favorable reaction 
already  received from the stockholders.

1960 Performance

Approximately 5% less revenue miles were flown in 1960 as compared with 1959. This was due 
to a substantial number  of non-recurrent extra schedules flown during the previous year, in addition 
to a slightly lower completion factor  caused by adverse weather conditions during 1960.

Despite this situation, your  Company’s overall revenue load factor increased in 1960 from 63.23% 
to 64.34%. This resulted primarily from substantial gains in air express and air mail traffic.

Outlook

Over the past several years, the most vexing problems under  which your Company has been 
operat ing have been inherent to the limitations of single-engine aircraft , manifested in both operational 
character istics as well as extremely limited carrying capacity. I believe these handicaps will largely 
be overcome by acquisition of the new fleet of aircraft. This should also form a basis for initiating 
service to new points, some of which are located within our  presently authorized area, and some on its 
periphery and subject to approval by the Civil Aeronautics Board. It is the plan of your Management 
to press for these authorizations as soon as feasible.

Your Company recently filed an application with the Civil Aeronautics  Board for authoriza tion 
to provide service in the San Franc isco area. Studies are under way to determine whether  certain other 
points on the West Coast could benefit from the use of  centralized facilities at a possible overall savings, 
having the net effect of  reducing dependence on Government support.

Once the new aircraf t are placed in operation, our industry for the first time will have adequate 
equipment upon which to sell real service to the traveling public. Of course , the new aircraf t will pose 
new problems of a pioneering nature; but your Company has thrived in this type of climate since it first 
commenced operations in 1947, You may rest assured that  everyone connected with the Company 
will be diligent and zealous of maintain ing its position of leadership in this vital segment of  air commerce.

Respectful ly submitted,

C. M. Bclinn 
President

June 6, 1961
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A C C O U N T A N T S ’ R E P O R T

The Board of Directors 
Los Angeles Airways, Inc.:

We have examined the balance sheet of Los Angeles Airways, Inc. as of December 31, 1960 
and the related statements of earnings, additional paid-in capita l and retained earnings for the year 
then ended. Our  examination was made in accordance with generally accepted  auditing standards , and 
accordingly included such tests of the accounting records and such othe r auditing procedures as we 
considered necessary in the circumstances.

The company’s accounts have been consistently maintained  in accordance with accounting require­
ments of the Civil Aeronautics Board, which differ in certa in respects from those prescribed for 
Federal income tax purposes. In the absence of a request for permission to use deferred tax accounting, 
the Civil Aeronaut ics Board  further requires that operations be charged each year with the actual 
Federal income taxes payable for that year. Generally accepted  accounting principles would require 
that such taxes be computed consistent with the accounting methods used in the accounts, and would 
further require that the difference between Federal income taxes on the two bases be handled as prepaid  
or deferred taxes, as the case may be. The effect of this deviation  from generally accepted account ing 
principles with respect to accounting for Federal income taxes  is shown in Note 4 to financial statements.

In our opinion, except for the effect of the method used in recording Federal income taxes as 
described in the preceding paragraph, the accompanying balance  sheet and statements of earnings, 
additiona l paid-in capital and retained earnings present fairly the financial position of Los Angeles 
Airways, Inc. at December 31, 1960 and the results of its operations for the year then ended, in 
conformity with generally accepted accounting principles applied on a basis consistent with that  of 
the preceding year.

PEAT , MARWICK, MIT CHE LL & CO.

Los Angeles, California 
March 13, 1961
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B a la n c e  S h e e t—D e c e m b e r  3 1 ,1 9 6 0
w ith  com para tive  fi g u re s  fo r  1 9 5 9

A S S E T S

I960

Current assets:

C ash ......................................................................................................  $ 387,60 1.20
Receivables:

United States G ov ernm en t..................................................................  169,677.82
O th e r ................................................................................................  67,033.36

Total re ce ivab les............................................................  236,711.18
Expendable parts and supplies, at c o s t .................................................  132,558.66
Prepaid  expenses:

In su ra nc e..........................................................................................  60,162 .32
Other ................................................................................................  2,354.74

Total  prepaid ex pe ns es .................................................  62,517.06
Total  current asse ts .......................................................  819,388.10

Investments .............................................................................................. 507.56
Deposit on purchase of equipment (Note  2) ......................................  432,050.00
Equipment, at cost:

Flight equipment (Note 3) ................................................................  1,150,826 .54
Ground and  other  eq ui pm en t............................................................  254,680.65

1,405,507 .19
Less allowance for deprec iation and maintenance of flight

equipment ........................................................................................ 1,109,000 .26
Net equipment ..............................................................  296,506.93

Deferred  charges:
Extension and development ex pe ns e.................................................  40,804 .17
Past  service pension costs (Note 5) .................................................  41,407.17

Total  deferred charges .................................................  82,211.34

1959

293,2 23.90

137,144.66
50,674.57

187,819.23
103,162.07

62,365.96
2,493.45

64,859.41
649,064.61

507.56
126,000 .00

1,150,307.11
188.421.63 

1,338,728.74

1,061,025.10
277.703.64

14,954.38

14,954.38
1,068,230 .19$1,630 ,663.93

See acc om pa ny ing  notes to fin an cia l statem ents.
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L O S  A N G E L E S  A IR W A Y S , IN C .

L I  A B  I L I T I  E S

Current liabilities:
Note payable to bank (Note 3) .......................................................
Accounts payable ...............................................................................
Collections as ag en t............................................................................
Accrued expenses ...............................................................................
Contribution to pilots’ pension plan (Note 5 ) ................................
Unearned passenger re ven ue..............................................................
Federal taxes on income, est imated (Note  4 ) ..................................

Total  curre nt lia bi li tie s.................................................

Liability for past service pension costs, less $10 ,351.80 included in 
curren t liabilities (Note  5) ................................................................

Stockholders’ equity:
Capital stock of $10.00 par value per share.

Authorized 50,000 shares; outstand ing 38,958 sh a re s...............
Additiona l paid-in cap it a l..................................................................
Retained earnings ...............................................................................

Total  stockholders’ e q u it y .............................................

1960 1959

; 225,000.00
110,920.71 61,839.85
55,393.55 51,499.11
32,067.25 42,948 .67
22,826.18 —

2,447.19 2,395.59
120,296.70 16,138.01
568,951.58 174,821.23

31,055.37 —

389,580.00 389,580.00
278,701.00 278,701.00
362,375.98 225,12 7.96

1,030,656.98 893,408.96

Commitments (Note 2)
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L O S  A N G E L E S  A IR W A Y S , IN C .

S ta te m e n t of E arn in g s
Y e a r end e d  D e c e m b e r 31 , 1 9 6 0  w it h  c o m p a ra ti v e  f ig u re s  fo r  1 9 5 9

Operating revenue:
Mail  (No te 1) ..................
Express (No te 1) ............
Passenger ...........................
Other ...................................

Operating expenses:
Fly ing operations ............
Direct maintenance ...........
Maintenance burden .........
General and administrative 
Depreciat ion ................ .

Operating income . . .

Non-operating income:
Interest (No te 6) .................................
Gain  (loss)  on disposit ion o f property 
Other .......................................................

Non-operating charges:
Interest ........................................................................................................................
Other ..........................................................................................................................

Earnings before Federal taxes on income .................................
Federal taxes on income, estimated (Note  4) .........................................................

Net  earnings .................................................................................

Special cred it (charge):
Add itional  pr ior  year's ma il and express revenue, less applicable income taxes 

$27,400.00 (No te 1) ..............................................................................................
Federal income taxes fo r pr ior  years .....................................................................

a n d  R e ta in e d  E arn in g s

Additional paid-in  capital:
Balance at beginning and end o

Retained earnings:
Balance at beginning o f year ..  
Net earnings and special items

1960 1959

$1,239,576.12 1,063,975.00
153,674.10 105,721.71
228,811.62 243,142.90

7,624.89 10,020.55
1,629,686.73 1.422,860.16

322,245.99 281,400.28
300,727.95 300,157.67
139,391.98 116,566.29
604,490.70 565,436.67
73,221.36 80,417.22

1,440,077.98 1,343,978.13
189,608.75 78,882.03

15,609.99
(499.41) 2,056.14
442.64 9,227.87

15,553.22 11,284.01
205,161.97 90,166.04

2,462.30
372.21 284.72
372.21 2,747.02

204,789.76 87,419.02
92,896.70 16,138.01

111,893.06 71,281.01

25,354.96
— (21,811.19)

. $ 137,248.02 49,469.82

C ap it a l

lu re s  fo r  1 9 5 9
1960 1959

$ 278,701.00 278,701.00

$ 225,127.96 175,658.14
137,248.02 49,469.82

, $ 362,375.98 225,127.96

See accompanying notes to financial statements.
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L O S  A N G E L E S  A IR W A Y S , IN C . 

N o te s  to  F in a n c ia l S ta te m e n ts
December 31, 1960

Note 1. Pr ior  Yew's Ma il and Express Revenue.

During  1960, the Civ il Aeronautics Board issued an order fixing the fina l ma il rate retroactive to October 20, 
1959. Additiona l ma il revenue received in 1960 and applicable to 1959 amounted to $34,442.86. In  addi tion, the 
fina l determination o f pr ior  year’s express revenues resulted in the receipt o f $18,312.10 which was entirely applicable  
to 1959.

Note 2. Deposit and Commitments.

At December 31, 1960, the company had $432,050.00 on deposit fo r the future  purchase o f five helicopters to be 
delivered commencing in 1961. The total  commitment fo r the purchase o f these a ircr aft , exclusive o f spare parts, is 
approximately $2,500,000.00 and negotiations are presently under way to finance a substantial por tion  o f the total 
purchase price on a long-term basis.

Note 3. Hight  Equipment Pledged.

Five S-55 helicopters wi th an aggregate cost o f approximately  $790,000.00 are pledged to secure note payable to 
bank, $225,000.00.

Note  4. Federal Taxes on Income.

The company’s Federal income tax returns through 1958 have been examined by the Inte rna l Revenue Service 
and al l addi tional assessments have been paid.

Deprec iation o f equipment is provided in the accounts based on rates recognized by the Ci vi l Aeronautics  Board 
which differ from rates allowed fo r Federal income tax purposes, and provisions fo r maintenance o f flight equipment 
and certain other  charges to operat ing expenses in 1960 are not deductible fo r Federal income tax purposes un til 
subsequent years. Accord ing ly, the prov ision fo r Federal taxes on income fo r 1960 reflects the actual amount payable 
by the company, and is approximately  $8,000.00 less than would have been required if  the company recognized 
deferred Federal income taxes. The cumulative unrecorded deferred Federal income taxes at December 31, 1960 
amounted to approximately $21,000.00. However, the amounts received as ma il revenue from the Civ il Aeronautics 
Board include an allowance fo r taxes computed in con formity wi th the basis used fo r Federal income tax purposes.

Note S. Pension Plan.

Effective July 1, 1960, the company adopted an insured contr ibu tory pension plan fo r al l eligib le pilots.  The cost 
o f this plan, fo r both current and past services, charged to operating expenses in 1960 amounted to $12,474.38. The 
entire remaining past service costs as o f December 31, 1960, $41,407.17, has been recorded in the company's accounts 
and w ill  be funded over a four -year period at the annual rate o f $10,351.80.

Note 6. Interest Capitalized.

Dur ing 1960, the company capita lized interest aggregating $19,922.49 as a cost of  acquiring flight equipment. 
Such capita lization is in accordance wi th the accounting regula tions o f the Civ il Aeronautics Board and included the 
capi taliza tion of  an increment o f interest income, in the amount o f $15,609.99, on company funds deposited on the 
purchase o f flight equipment.
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L O S  A N G E L E S  A IR W A Y S , IN C . 

C o m p a ra ti v e  S ta ti s ti cs
I960  1959 % Change

OPERATIONS AND STATISTICAL SUMMARY 
Flight Mileage

Revenue Miles F lo w n .................................... ...................... 637,698 672,063 - 5.11
Schedule Completion Factor ....................... ...................... 86.93% 89.73% - 3.12

Traffic Carried
Pa ssen ge rs....................................................... .....................  39,184 43,351 - 9.61
Express (lbs) ................................................. ...................... 2,898,000 2,629 ,576 + 10.21
Mail (lbs) ....................................................... ...................... 5,362,861 4,843 ,110 + 10.73
Total  Ton Miles ............................................ .....................  216,808 224,088 - 3.25
Overall Revenue Load F a c to r ..................... .....................  64.34% 63.23 % + 1.76

Equipment Utilization
Total Hours F lo w n ........................................ ...................... 9,436 9,638 - 2.10
S-55 (Hrs. per calendar day)  ..................... .....................  4:55 5:09 - 4.53
S-62 * "  "  "  ..................... .....................  :54

Operating Expense per Ton M il e ..................... .....................  $6.64 $5.92 + 12.16

FINANCIAL SUMMARIES
Number of Sto ckho lders...................................... ...................  467 352 +  32.67
Shares Outstanding ............................................ ...................  38,958 38,958 —
Shareholders Equity per S h a re ........................... .....................  $26.46 $22.93 +  15.39
Earnings per S h a re .............................................. .....................  $ 3.52 $ 1.27 +  177.17

BALANCE SHEE T RATIOS
Current Assets to Current Li ab ili tie s..................... ...............  1.44:1 3.7:1
Net Worth to Deb t................................................... ...............  1.7 :1 3.1:1

Number of  Ai rcraft
Sikorsky S-51 ................................................... ...................  2 2
Sikorsky S-55 ................................................... ...................  5 5
Sikorsky S-62 (leased) .................................... ...................  1 —
Sikorsky S-61 (on  o rder) ................................ ...................  5 —

Number of Employees ........................................ ...................  133 122
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STATEMENT OF BOEING-VERTOL
One of the greatest impacts on the air transportation 

industry in recent years has been the availability of the commercially economical turbo jet engine. The many benefits 
and advantages accruing to the trunk line operators of the large fixed wing jet transports, i.e., higher speeds, longer periods between engine overhaul, cheaper engine operation, lower 
vibration level, lower sound level, greater safety because of engine reliability, greater passenger acceptance and the 
many other benefits resulting from a generally greatly 
improved service to their passengers, are to be expected and will be experienced by the helicopter airline operators when they 
introduce the turbine powered helicopters into service during the late summer and fall of 1961.

The Boeing-Vertol 107 Model II helicopter is the product of fifteen (15) years continuous design of tandem rotor helicopters, including severe military experience under extreme conditions 
of weather, terrain and loading. This has resulted in a 
highly reliable configuration which is further improved in the latest Model II by the use of two powerful turbine type engines of the same general design that have set such excellent records in airline operations permitting the operation gains listed above.

To the helicopter operator the advent of the small, light weight, high performance, free shaft turbine engine and its twin installation in the helicopter mean that two long sought operational gains have become a reality, namely, improved 
economy and the many safety benefits from the twin engine 
installation, thereby providing one engine out operational capability.

In discussing the safety and accident experience in 
helicopter operation it is important to properly identify any statistics as to the type of operation, i.e,, scheduled 
airline operation, nonscheduled operations such as contractor, executive, independent and military. It must be kept in mind that military operation by its very nature, involves higher 
accident rates. Higher risks are accepted, such as operation over water with single engine aircraft, operation under marginal weather conditions, etc. Many of the operations of the contract operators and the independent operators are of this same nature.
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The types of operations referred to above are obviously 
subject to considerably more risks than scheduled airline 
operations under strictly controlled IFR and VFR conditions 
and the use of equipment that is maintained and inspected in 
accordance with strict FAA regulations. Operations in this 
latter category are conducted with less risks and are therefore 
less likely to suffer accidents. The accident rates for the 
Boeing-*Vertol HUP, H-21 and Model 44 bear this out and also 
show the effect of design improvements in the later models 
resulting from advancement in the state of the art.

Within the past year Vertol completed a comparison study 
of accident rates per 100,000 flights for Boeings Vertol, 
Boeing-Vertol Air Carrier, Trunk Air Carrier, International 
Air Carrier, Alaskan Air Carrier and all Helicopter Air Carrier 
Service. Statistics were available for the periods 1950 
through 1959, 1957 through 1959 and 1958 only. The results 
of this study are shown in the attached chart.

From the chart it is seen that the total Vertol military 
accident rate per 100,000 flights, 1950-1959, is slightly above 
the Alaskan Air Carrier rate for 1958. This military experience 
is composed 100% of single engine operations. It is valid to 
assume, when projecting this data to a multi-turbine aircraft, 
that the accident rate resulting from engine failure will be 
reduced. Eliminating engine failure brings even the military 
accident rate down to 8.7 accidents per 100,000 flights compared 
to Alaskan Air Carriers' rate of 9.4.

The Vertol Air Carrier operations, 1957-1959, show a rate of 
3.3 accidents per 100,000 flights which becomes 2.0 when 1960 
data is included. This period covers all Vertol scheduled 
air carrier history. Again, by omitting engine failures, the 
rate drops to 1.0 per 100,000 flights. This is far below 
the accident rate for fixed wing air carriers (see attached 
chart).

In terms of fatal accidents, the Vertol military record 
is comparable to the 1958 International Air Carrier record and 
substantially better than the Alaskan Air Carrier record (1.3 
fatal accidents per 100,000 flights versus 2.3). The fatal 
accident record for all Vertol Air Carrier operations is zero.
It is important to note that there were no fatal accidents for 
the entire ten years of Helicopter Air Carrier service prior 
to 1960, with one accident in that year resulting in fatalities.
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This indicates that the helicopter, properly maintained and 
operated in scheduled service, is an inherently safe flying 
vehicle.

The comparison study shows the steady, progressive improve­
ment within each generation of helicopters with sharp reductions 
in accident rates with each new generation. It is anticipated 
further, that the multi-engine design, all-weather capability, 
improved power margins and many other detailed safety improvements 
will provide a significant reduction in operational and engine 
caused accidents. The extensive background o f knowledge 
gained from previous helicopters coupled with a comprehensive 
reliability test program will likewise sharply reduce the 
material failure rates. Thus, it may be stated that the 
already low accident rate of Boeing-Vertol Air Carrier operations 
will be substantially improved in the 107 Model II. See chart 
II for state of the art design items.

The operating characteristics of the new twin turbine 
helicopters hold great promisb for the scheduled helicopter 
airline operator. The culmination of its many advantages 
spells improved financial stability for the future. The 
performance and operating characteristics that will insure 
a more economical operation in the future are set forth in 
the following discussion.

In addition to the many improvements in the modern 
helicopter, made possible by the advanced state of the art, 
the major single beneficial factor in the new generation 
of helicopters is the multi-engine installation of the light­
weight free shaft turbine engine to replace the outmoded 
reciprocating internal combustion engine. These new engines 
are much lighter per horse power allowing a saving in weight 
which can be used to provide additional safety in structural 
and equipment design. The turbine engine will permit longer 
periods between overhauls with less man hours per overhaul 
and with less replacement ofJ parts at each overhaul. This 
results in fewer overhauls per year with an overall reduction 
in yearly engine operating costs.

The twin engine installation with its increased power 
permits higher operating cruise speeds and increased passenger 
capacity, thereby reducing the direct operating cost per
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a v a i l a b le  s e a t  m il e . Bec au se  o f th e  s in g le  e n g in e  o p e ra ti n g  
c a p a b i l i t y  more d i r e c t  ro u te s  can be  flow n w it h  l e s s  r e s t r i c t i o n  
b ecau se  o f t e r r a i n  c o n d it io n s  o r d e n se ly  p o p u la te d  c i t y  a re a s .
Th e s in g le  eng in e  c a p a b i l i t y  a ls o  p e rm it s  more f l i g h t  co m p le ti o n s  
d u ri n g  in c le m en t w ea th e r th u s  f u r th e r  in c r e a s in g  re v e n u e .

I t  i s  w e ll  know n t h a t  th e  o p e ra t in g  c o s t  o f  an y ty p e  o f 
t r a n s p o r t a t i o n  v e h ic le  i s  d i r e c t l y  dependen t on  th e  u t i l i z a t i o n  
a c h ie v e d . The  tw in  tu r b in e  eng in e  i n s t a l l a t i o n  d is c u s s e d  ab ov e 
d i r e c t l y  e ff e fc ts  u t i l i z a t i o n .  The i n s t a l l a t i o n  o f  d u a l c o n tr o l  
sy st em s an d d u a l in s tr u m e n ta t io n  a re  a ls o  it e m s to  in s u re  t h a t  
an  a i r c r a f t  w i l l  be  re a d y  to  go  when  c a l l e d  upon  to  do so . Here 
a g a in  i s  an  im pr ov em en t in  th e  chances f o r  in c r e a s e d  u t i l i z a t i o n .  
Im pr ov ed  m ain te nance  f e a tu r e s  in s u re  l e s s  g ro und  ti m e , im pro vin g 
u t i l i z a t i o n  an d re d u c in g  d i r e c t  o p e ra t in g  c o s t s .

I t  i s  a n t i c ip a t e d  t h a t  w it h  th e s e  many im pr ov em en ts  in  
p erf o rm ance  and o p e ra t in g  econom y, th e  new g e n e ra t io n  o f h e l i ­
c o p te r s  w i l l  re d u ce  d i r e c t  o p e ra ti n g  c o s t s  p e r  a v a i l a b le  s e a t  
by  a p p ro x im a te ly  50%.
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STATEMENT OF BELL HELICOPTER COMPANY
R ecen t A p p ro p ria ti o n s  H e a r in g s , both  C iv il  an d D efe n se , ha ve

fo cu se d  a tt e n ti o n  on  th e  Safe ty  r e c o r d  of h e li c o p te r s . We w ou ld , t h e r e f o r e ,

li k e  to  su b m it  th e fo llow in g fa c ts  fo r  th e  r e c o r d  to  c le a r  up  so m e  of  th e

"t h ey  sa y "  s ta te m e n ts  th a t hav e b e en  m ad e .

U. S.  C iv il  O p e ra ti o n s : T he fo llow in g  a r e  th e  C iv il  A e ro n au ti c

B o a rd 's , B u re a u  of  S a fe ty  f ig u re s :

H E L IC O PT E R  ACCID EN TS

1950 - I9 60

F a ta l
A cc id en tsY ear

T o ta l
A c c id e n ts

AIR CARRIE R

195 0 4 0
1951 3 2
195 2 1 0
195 3 1 0
1954 4 0
19 55 0 0
1956 11 0
1957 2 1
1958 4 1
195 9 1 0
196 0 4 1

T o ta l 39 5

U nder  c o n tr o ll e d  co n d it io n s a s is  th e  c a s e  of th e  th re e  h e li c o p ­

te r  a i r  c a r r i e r  o p e ra ti o n s , th e  h e li c o p te r  sa fe ty  r e c o r d  m a tc h e s  th a t

of  fi x ed  wing a ir l in e  o p e ra ti o n s . In  fa c t,  th e C A B 's  B u re a u  of  S afe ty

f ig u re s  fo r  1959  sh ow  h e li c o p te rs  w it h  1 .4  a c c id e n ts  p e r  100, 000 d e p a r ­

tu r e s ,  w ith fi x ed  w in g o p e ra ti o n s  hav in g  1.6  a c c id e n ts  p e r  100, 000 

d e p a r tu r e s .  The I9 60  f ig u re s  a r e  not a s  ye t c o m p le te  bu t a p re li m in a ry

lo ok in d ic a te s  th a t th e s e  r a te s  w il l no t ch ange  a p p re c ia b ly .
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STATEMENT OF SIKORSKY AIRCRAFT DIVISION 
UNITED AIRCRAFT C ORPORATION

Sik or sk y A irc ra f t I s  aware of th e  co nc er n o f th e  
House and Se na te  r e l a t iv e  to  th e  need  fo r  su bsi dy  by th e  th re e  
e x is ti n g  h e li c o p te r  a i r  c a r r i e r s .  At th e  same tim e, we 
s in c e re ly  b e li ev e  th a t  Improvemen t o f sh o r t hau l a i r  t r a n s ­
p o r ta ti o n  fo r  th e  co nv en ienc e of th e  p u b li c  I s  more necess ary  
to da y th an  ev er b e fo re , and th e h e li c o p te r , w ithout qu est io n , 
I s  a means to  th i s  ne ed .

In  19^7  Sik ors ky w ho le hea rt ed ly  su pport ed  th e  U.S .
Post  O ff ic e and CAB in  th e  i n i t i a l  ex pe rim en t o f  ca rr y in g  
m ai l In  th e  Los An ge les  a re a  by h e l ic o p te r . S in ce  th a t  tim e 
Sik or sk y ha s been  desi gn in g  h e li c o p te rs  w ith th e  go al  o f 
su pp ly in g to  th e  sh o r t hau l marke t an a i r c r a f t  oper ab le  
on an  econ om ical  b a s i s .  We b e li ev e  th a t  we are  on ou r way 
to  re ach in g  th i s  g o a l.  I t  mi gh t be  note d  th a t  Sik or sk y 
ha s sp en t ov er  15 m il li o n  d o ll a rs  in  th e  deve lopm en t and 
c e r t i f i c a t i o n  o f th e  I n i t i a l  pro ducti on  q u a n ti ty  o f  tu rb in e -  
pow ered S-61L a i r c r a f t  fo r  two of th e h e li c o p te r  a i r l i n e s .
Only ab ou t h a lf  o f th i s  amount w il l be re a li z e d  from ac tu a l 
s a le s  o f th ese  a i r c r a f t .

H e li co p te r T ra ff ic  Growth
C iv il  A er on au tics  Board  re co rd s have  be en  p lo tt e d  

on th e  a tt a ch ed  gr ap h e n t i t l e d  "Qrowth o f Sc he du led H eli cop te r

71036 0 —6 1------65
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A ir li n e s ."  Fo r yo ur  In fo rm ation  th e  number of  pa ss en ger s 
c a rr ie d  an n ua ll y , 49 0,26 8 in  i9 60, rep re sen ts  a grow th of  
ov er  50% per  y ear fo r  th e  p a s t fo u r y ea rs .

A seco nd  grap h Bhows th e  re d u c ti o n  in  d i r e c t  co s t
of  o p e ra ti o n  per  se a t m il e .

Number of  
Pa ss en ge rs

D.O .C. Pe r 
Sea t MileModel Year In tr oduce d

S-51 1947 3 3WS-55 1952 7 19^S-5 8 1957 12 16^S -6 l 1961 25-28 89!S-6 4 1966 45-55 5^
I t  i s s ig n if ic a n t  th a t th e  fo rthc om in g S -6 l w ith  i t s

tw in  tu rb in e power  re p re se n ts a minimum 50% re d u c ti o n in  s e a t
m ile c o s t ov er  any  pre vi ou s tr a n s p o r t h e li c o p te r . F u rth e r­
more,  i t  i s  ap pare n t th a t a re d u c ti o n  in  perc en t of  su bs id y 
w il l  be a sso c ia te d  w ith th i s  re d u c ti o n  in  s e a t m ile c o s t,  as  
In d ic a te d  on th e  f i r s t  g ra ph . The perc en t of  su bsi dy  to  t o t a l  
o p era ti n g  ex pe ns es  was 95% in  1954 and redu ce d to  59% in  
I9 60 .

Saf et y  of H e li co p te rs

Du rin g te st im on y befo re  th e  House Sub-Committee 
quest io ns were aske d re gard in g  h e li c o p te r  s a fe ty  re co rd s . 
The h e l ic o p te r ’s  sa fe ty  re co rd  i s  w ithou t quest io n  an 
ex c e p ti o n a ll y  ou ts ta nd in g  on e.

1,  A cc id en t re cord s from th e U. S. Navy, pe r 10 ,000  
f l i g h t  ho ur s f o r  a l l  sh ip -b ase d  a i r c r a f t  during FY 1959 
and  i9 60, in d ic a te  an acc id en t r a te  o f 8. 95  fo r  fi x e d  wing
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a i r c r a f t  and 4. 95  fo r  h e li c o p te rs . The Navy o v e r -a l l  h e li c o p te r  

acc id en t re cord  ha s be en  impro vin g ea ch  yea r:

Year Acc id en ts  p e r 10 ,000  f l i g h t  ho ur s

1957 5 .2
1958 4 .6
1959 4 .0
1960 2 .3

2 . The U. S. Army, w o rl d 's  la rg e s t  s in g le  u se r  o f 

h e li c o p te rs , as  one  exam ple , fle w 23 ,995  ho ur s (o ve r 119,9 75  

la ndin gs and ta k e -o f fs )  duri ng th e  p a s t two y ea rs  a t  t h e i r  

O pera ti onal T ra in in g  C en te r a t  F ort  Ben ning , Oeo rg ia  w ith 

on ly  one  a c c id e n t.  Th at  was due to  p i l o t  e r r o r  and d id  not 

in volv e any pers ona l in ju ry .

3.  I t  must be  remembered th a t  co mpa ris on  o f h e l i­

co p te r and fi x ed  wing a i r l i n e  ex peri ence on a pe r- p la n e -m il e  

o r  p er- pass enger- m il e  b a s is  is  no t v a li d  bec au se : (a ) o f 

th e  consi dera b ly  sl ow er  sp ee d th a t  h e li c o p te rs  f ly ;  (b ) th e 

sc he du le d h e li c o p te r  o p e ra to rs  av er ag e b 1x  la nd in gs and 

ta k e -o ffs  p e r f ly in g  ho ur  where as fi xed -w in g o p era to rs  

av er ag e le s s  th an  on e.  Si nc e th e  g re a te r  m ajo ri ty  o f a l l  

a cc id en ts  oc cu r duri ng  ta k e -o ffs  and  la n d in g s , th e  mos t 

e q u it a b le  b a s is  o f co mpa ris on  i s  on p la ne  d e p a rtu re s . On 

th i s  b a s is  (s in oe  th e  in augura ti on  o f sc he dule d h e li c o p te r  

pass enger se rv ic e , 1953 to  d a te ) th e  f a t a l  a cc id en t r a te  

p e r  10 0,0 00  d ep art u re s  i s  .11  fo r  th e  h e li c o p te rs  as  com­

pa re d to  .16 fo r  a l l  do mes tic  fi x ed  wing a i r l i n e s .  F u rt h e r­

more, i t  sh ou ld  be  re a li z e d  th a t th e  sc he du le d h e li c o p te r
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c a r r ie r s  have  ac hi ev ed  th i s  re m ar ka bl e re co rd  si n ce  th e  
be gi nn in g o f th e i r  pas se nger  s e rv ic e .

4. A ll  o f th e  h e li c o p te r  a i r l i n e  f l i g h t  tim e 
ac cu mulated  to  d a te  ha s been  on s in g le -e n g in e  a i r c r a f t ,  
wh ere as p r a c t ic a l ly  a l l  o f th e  fi x e d  wing a i r l i n e  o p e ra ti o n  
ha s been  w ith m u lt i- eng in e  a i r c r a f t .  The add ed s a fe ty  o f 
tw in  en gi ne s i s  an im port an t impro vem ent  in  fu tu re  sc he du le d 
h e li c o p te r  o p e ra ti o n s  — an impro vem ent  which  w il l make th e i r  
a lr eady  f in e  s a fe ty  re co rd  even  b e t t e r .

B en efi ts  to  M il it a ry

I t  i s  wor th  no ti ng  th a t  mo st h e li c o p te r s  opera te d  
by th e sc he du le d o p e ra to rs  are  commercia l mo del s o f a i r c r a f t  
o r ig in a l ly  de ve lo pe d fo r th e  m i l i t a r y .  The U. S.  M il it a ry  
ha s b e n e fit e d  s ig n i f ic a n t ly  from th e  se rv ic e  exper ie nce  
o f th e  sc he du le d comm erc ial  o p e ra to rs . P ri m ari ly , th e 
b e n e f it  i s  in  re d u c ti o n  of m ai nt en an ce  c o s ts  due  to  in c re a se  
in  ov er hau l p e ri o d s o f dynamic com pon ent s such  as  gear bo xe s 
and ro to r  b la d e s . The comm erc ial  h e li c o p te r  o p e ra to rs  hav e 
be en  ab le  to  su b s ta n ti a te  th ese  over hau l peri ods by ra p id  
ac cu m ul at io n of se rv ic e  ex p eri en ce . Thi s r e s u l t s  no t on ly  
in  a lower  d i r e c t  o p era ti n g  c o s t fo r  th e  m il i ta ry  o p e ra to rs , 
bu t in  s ig n i f ic a n t ly  in cre ase d  a i r c r a f t  u t i l i z a t i o n .
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An Op portu ni ty  fo r Pr og re ss  

Pr og re ss  in  a i r l in e  oper at io ns has  always bee n 

d ir e c tl y  re la te d  to  Improvement in  equip me nt.  Hence, we 

now have th e op po rtun ity of  a re a l pr og re ss  fo r th e h e li co p te r 

op era to rs . We can  go from th e s in g le , p is to n-e ngin e power 

of  a l l  p ast and pre se nt sche du led h e li c o p te rs , to  th e in ­

coming tw in tu rb ine-po wer  with  i t s  added sa fe ty , and 

r e l i a b i l i ty ,  plu s th e tu rb in e  h e li c o p te r ’s a ll -w eath er 

ca p a b il it y  and many oth er  improvem ents. Th is i s  tr u ly  a 

re a l st ep  for wa rd — which we must take  i f  pr og re ss  i s  to  

co nt in ue  and i f  th e h e li co p te r a i r l in e  p o te n ti a l i s  to  be

re a li zed
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H eadquarters, Department of the Army,Office of the Deputy  Chief of Staff for M ilitary  Operation,
Washington, D.C., June  22, 1961.

Mr. Lee S. Johnson,
Chairman, American Helicop ter Soc iety, Hew York,  N.Y.

Dear Mr. Johnson : I am deeply concerned th at  your  let ter  of Jun e 19 indi­
cates th at  testimony on the use of Army helicopters  is being distorte d to imply 
th at  the Army consid ers the helicop ter unsafe, even dangerou s, and th at  the heli­
copter is inor dina tely expensive and difficult to main tain.  This  is not  repre ­
senta tive of th e Army experience.

First, concerning safety . Duri ng calend ar yea r 1960 the Army flew rotary  
wing ai rcraft 571,000 hours. Ther e were 16 fat ali ties during thi s time or 2.8 
death s per 100,000 hours of flight time. You mus t remember th at  this  tac tica l 
usage of these  helicopters  involves field operation s in rugged ter rain, external 
lif t of heavy weapons and equipment, flights whe re wea ther  appro aches  marg inal 
conditions, as well a s stud ent pilot trai ning. Under these  c ircumstances,  I thin k 
this  is an excellent record. Of course, we would like to see thi s ra te  approach 
zero. However, flying under  a simu lated  combat enviro nment cann ot be com­
pared  w ith normal  adminis trat ive commercia l flying.

As the  new turb ine powered helic opters phase into  the  system, our experien ce 
indica tes a mark ed improvement in reli abi lity  and maintai nab ility . We have 
every reason  to believe that  our accident rate,  which has  been steadily declining  
since 1957, will show a significant decre ase in the futu re. As you know, older 
piston engines, which were extrem ely depend able in fixed wing ai rc ra ft (ope rat­
ing a t about 60  percen t pow er), did not hold up very well in the helic opter  where 
we required 90 i>ercent or more continuous  power  at  high er tenq ierat ures . The 
new turb ine engine family  will remove this problem.

Concerning expense, no one can deny th at  the helicopter is more expe nsive than  
a fixed wing air cra ft,  but the Army believes the  unique capa bilit ies of thi s ma­
chine are  well worth  the  ext ra cost. The  Army carefully  weighs the cost/effec- 
tiveness of every  item in its inventory, and the  shi ft of our fleet t owa rd the  heli­
copter is ample evidence of the impo rtanc e the  Army atta ches to verti cal takeoff 
and landing. We do believe the new he licop ters will show a reduced requirem ent 
for  main tenan ce and spar e parts  which will reduce  the  oper ating  costs equiva­
lently.

Every hou r flown by the mil itar y and commercial  operators is an imp orta nt 
inpu t toward achieving this  improved reli abil ity and mainta inab ility  of the  heli- 
copted. The Army believes it is imp ortant  to the  Nation as a whole tha t there 
be a strong civili an capability in thi s area . Aside from the commercial aspect, 
such a capa bility  would be an invaluab le nat ional asset in a time of grav e 
emergency.

In summary , I do not think  the  tes timony you quoted in your le tte r is an accu­
ra te  reflection of th e Army’s experience in rot ary  wing air cra ft,  nor does it indi­
cate  the  Army’s belief th at  the pote ntial  of this machine  is only beginning to be 
realized. The Army believes t ha t the  h elicopter will fill a vital  role in both mili­
tar y and civilian applic ation s for yea rs to come. No othe r machin e has pra c­
ticall y demonstr ated  the flexibility and ver sat ilit y in this flight regime.

I hope thi s reply is responsive to the general question  of your letter. Please 
feel fre e to quote thi s reply if i t can be of any posit ive value.

Sincerely,
Clifton F. von Kann,

Brigadier General, GS, 
Director of  Army Aviation, ODCSOPS.

Statement by Austin  J. Tobin, Executive Director, Port of New York Authority , in Regard to Subsidy Funds for H elicopter Operations
Mr. Chairma n and members of the  subcommittee, there is before you for  your consid eration  the “Indepen dent offices” appropr iations bill for fiscal year  *1962 

which includes an app ropr iation for Federal subsidy funds  for helicop ter oper a­
tions to be adm inist ered  by the Civil Aeron autics Board. The budget estimate  
reques ts app ropriat ions in the amount of $6.9 million for Fede ral subsidy fund s 
for helicopter opera tions. In the bill passed by the  House of Repre sentat ives, 
the app ropr iation for  helicopter operations was reduced to $5 million. In light
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of the stro ng endorseme nt by the  Civil Aero nauti cs Board for app ropriat ions in 
the amount originally  proposed in the  budget estimat e and in view of the  public 
need for the  continued development of helic opter  services, the  Po rt of New York 
Auth ority  urges  an appr opriation  of $6.9 million for Fed eral  subsidy fund s for 
helicopter opera tions in fiscal yea r 1962.

The port of New York dis tric t has  en joyed scheduled helicopter service for the 
pas t 8  years . This was only possible with  the assi stan ce of Fed eral  funds. The 
service has met an increasingly imp ort ant  public need duri ng this init ial develop­
mental period. The fu rth er development of this unique mode of transi> ortation  in 
the region would be seriously impa ired  in dire ct rela tion  to the ext ent  th at  a 
reduct ion in appropriat ions from the orig inall y proposed $6.9 million would re­
duce the  am ount  o f Federal funds  avai labl e for  helicopter operation s in the New 
York-New Jersey  m etropo litan area .

The por t au tho rity  has long been convinced th at  helico pter service  could and 
should play an imp orta nt pa rt in the  tra nsp ort ation pict ure of the New York- 
New J erse y metro politan area.  The  port  dis trict is uniquely suite d to the type 
of tra nsp ort ation a helicopter provides by reaso n of its size, unu sual geography, 
tremendous  concentra tion of population- and  commerce, volume of ai r traffic, 
multiple air po rt system, surf ace traffic congestion problems and stead y trend  
toward suburbani zation.

This  is especial ly imp ortant with rega rd to helicopter service provided to and 
from the region’s four term inal  air ports; New York Int ern atio nal , LaGu ardia , 
Newark, and Teterbo ro. Service to an-d from these  airports  cons titu tes the vast  
maj ority  of helico pter passengers. The air po rts  are  located at  a considerable 
dista nce from each other and all are sep ara ted  by vario us topographi cal barrie rs 
to surface  trav el from the  ce nter of the  traffic  gene ratin g are as they serve. This 
facto r, combined with  the increa singl y heavy  vehicular traffic at  peak hours, 
crea tes surface  t rav el delays which tend to impede the efficiency of our  ai r tran s- 
I>ortation services into and out of th e metr opolitan  area . The helico pter or other 
vertic ally risin g air craf t with an abil ity to fly over surf ace  traffic and topograph ­
ical ba rri ers  is the ideal vehicle to surm oun t these  impediments of time  and 
distance . While in the foreseeable fu tur e the re is litt le prosp ect th at  the  heli­
copter will car ry the bulk of airpo rt-to-city-center passen gers or become a high- 
volume ca rri er  of  commuter  passengers between subur ban points and city centers,  
the por t au tho rity  is never theless convinced th at  an incre asing ly signific ant 
amount  of airport-to-c ity-ce nter and airp ort- to-a irpo rt tra ns fer passe ngers  will 
use t his service.

Indeed, helico pter service in the  New York-New Jers ey metr opol itan region is 
required to sati sfy  the needs not only of the  resid ents  of the region-, but  also the 
needs of a large  segment of the Nat ion’s a ir passengers  who do not  reside  in the 
region at  all. The bulk of the ai r passe ngers  moving throu gh the  region’s four  
airpor ts are not resid ents  of the area . Consequently, a large sha re of helico pter 
passengers, in fact, more than  half, resid e outs ide of the region. Thus, heli­
copter service  is and will be of direct benefit not only to the  New York region, 
but to th e overall national a ir traffic.

Despite the unusu ally advantageous  situ atio n which the New York/New Jers ey 
area offers for this service to ai r travel ers  from all pa rts  of the Nation, New 
York Airways, New York’s helicopter airli ne, and the Nati on’s other scheduled 
helicop ter oper ators, are  still faced with  difficult problems which mus t be over­
come if thi s type of air  tra nsp ort  is ever to realiz e its full potentia l here and 
in other metr opo litan areas in the  Nation. Forem ost among thes e is the lack of 
an ai rc ra ft tru ly capable of economic opera tion. However, the  turbin e engine 
helicop ters which the helicopter airl ines expect to intro duce  into scheduled 
service in the near futur e, promise to be an imp orta nt step in attain ing  that  
economic o peration.

This  advanc ed equipment, with  its  greater  capaci ty, high er speed, and lower 
operating  costs tha n present equipment, will enable the  helico pter ope rato rs to 
expand  the  frequenc y and range  of the ir oj>erations as demand  for increa sed 
service materializ es. In fact, the equipm ent itse lf may prove of sub stantial aid 
in helping  to crea te this demand. In New York preli minary schedu ling for  the 
turb ine ai rc ra ft calls for doubling the frequency of flights between the  four 
airports  and Man hatt an heliports. However, in order to fully  explo it the  ad­
vantag es of this improved equipment it is anticipa ted th at  the  helic opter ai r­
lines will require addi tiona l shor t-term Federal supp ort in ord er to real ize the 
benefits of long-term lower ope ratin g costs.
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Because of the por t author ity 's convictions as to the  role that  vertically  risin g 
air craf t should play, it has, to the limit of its abili ty, joined with the  Civil 
Aeronau tics Board and New York Airways in fosterin g the development of this 
unique mode of intraregio nal  tran sportat ion. Por t autho rity  efforts in thi s field 
have taken  every prac tica l fo rm ; to wit. the  por t authority  has investe d sub­
sta nti al sums of public moneys to provide  downtown helipor t fac ilit ies  and 
helicopter  landing  are as at  the region’s airports . Thes e investments  cannot be 
amortized in a few sho rt years.

The jMirt au tho rity  is thu s willing to back up its fai th in the fut ure  of this 
service in a concrete fashion. If the Federal Governm ent really  shares this con­
viction, it should likewise  back it up with  ade qua te fund s during this develop­
mental period. On the other hand, to fail  to provide adeq uate  supp ort a t this 
time would run the grav e risk  of wasting large amou nts of prior public inve st­
ments—the port au tho rity’s and the Federal  Gover nment’s. Accordingly, the 
port author ity urges a fully adequ ate progr am of Fed eral  suppo rt for the heli­
copter airline s.

U.S. Sen ate,
Com mittee  on Appr opria tio ns ,

Jun e 20, 1961.Hon. W arren G. M ag nu son,
Chairman, Independent Offices Appro priat ions Subcommittee,
Senate Office Building, Washington, D.C.

Dear Senator M agn uson : I regre t my inab ility  to be p rese nt when testim ony 
was taken on the Civil Aeronautic s Board item for subsidy payments to heli­
copter operators, which I consider highly signif icant assistan ce for a valuable 
type of a ir tra nsp ort  service.

The action of the  House in placing a $5 million celling on the amou nt allowed 
for such paym ents and the  $1,900,000  reduc tion in the budget estimat e are  very 
distu rbing  to me.

The record of performa nce of the three helico pter operation s carried  on for 
the  pas t several yea rs is tru ly impressive. The expe ditious movement of mall, 
especially in congested metropolitan areas , is a decided advanta ge and the  
subs tant ial passen ger volume is impressive evidence of the value of such service 
to link s uburban are as with  c entral airp orts .

I believe the acquired exjierience and knowledge of the helicopter operators , 
which has  been placed at  the disposal of the  armed services, is itse lf a stron g 
justif icatio n for continuing assis tance of these services. In this regar d, I am 
impressed by the fac t th at  demands  for furth er improvement in such civil oper­
ation s have supplied an incentive for the development of turbine-powered craft, 
expected to resu lt in economies, greater  efficiency, and even more safety.

Because I feel the  limi tatio n is ill ad vised, I am hopeful tha t the  subcommittee 
will urge continued ass ista nce  of these opera tions, refuse  to concur in the ceil­
ing placed on such payments, and provide the  add itio nal  sum requeste d for 1962 
opera tions in mar king  up the independ ent offices bill.

With kind regards,
Sincerely,

T ho ma s H. Kuc he l, U.S. Senator.

x  Dan bury, Con n., June  20, 1961.Sena te Appr opr iation  Com mi tt ee ,
Subc omm ittee on I nde pen den t Offi ces Appr opria tio n,
Capitol Building, Washington, D.C.:

Any cut in helicopter subsidy will seriously affect Fairfield County. Heli­
copter service par ticula rly  vita l to isolate d cities in Danbury area.  We oppose 
subsidy reduc tions in H.R. 7445.

P aul F. Cole,
Chairman, Air Service  Committee, Danbury, Conn., Chamber of Commerce.
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Danbury  Chamber of Commerc, I nc.,

Danb ury, Conn., Ju ne  20,196 1.
Sena tor P rescott Bus h,
Senate Office Buildin g, Washington, D.C.

Dear Senator Bush : The helicopter subsidy redu ction s in H.R. 7445 will ser i­
ously affect air  service requi rements in the Danbury are a and possibly prev ent 
expanded service to  Water bury  and Har tford.

We in the Danbury area have endured 11 long yea rs of expense, delay, and 
fru str ati on  in our ques t for ai r service. The rapid , efficient movement of our 
people and goods is of prime  importa nce in meeting compet ition and ma intain ­
ing our economy. It  is vita lly essen tial in meeting  our commitm ents to na ­
tion al defense and to th e public health and welfare.

A review of our exhibits  in the Northeastern  Sta tes  case and the more recent 
New York Airways case will indic ate our problems of isolat ion and its relief .

In March I960, the CAB granted New York Airw ays a certi ficate  to serve 
Danbury. Will this  subsidy reduction now deny Dan bury ’s r ight to air  service 
before  a single flight is mad e? Have we spent  the las t 11 years vainly  purs uing  
a will-o’-the-wisp?

We need your help. You have been genero us and helpful in the past in our 
need for s erv ice ; will you help us now to keep i t?

Sincerely,
P aul F. Cole,

Chairman , Air Service Committee.

Transport Workers Union of  America,
Washington, D.C., Jun e 2 3,19 61.

Hon. Warren G. Magnuson,
Chair man, Independent Offices Appropriations Subcommittee,
Senate Office Building, Washington D.C.

Dear Senator Magnuson : The Air Trans port Division, Tra nsp ort Workers 
Union of America, AFL-CIO, wishes to reg iste r with  your  committee its  most 
vigorous objection to the House of Rep resentati ves action on the helicopter sub­
sidy app ropr iatio ns measure.

The Civil Aeronautic s Board has, within the autho rity  gran ted it by the  U.S. 
Congress, issued certi ficates of necessity and convenience to the thre e heli ­
copter  car rie rs in thi s country. The CAB functioning as an “arm of the  Con­
gress” before issuing  these  certificates, determined and righ tfully so, tha t it was 
in the public in terest  and the need existed for thi s type service.

Congress many times in the past  has seen fit to help the  helicopter ai r car rie rs 
throu gh the legis lative process. It enacted  legislation  guar ante eing  Govern­
ment loans for the newer and more modern type of equipment. Likewise , Con­
gress  saw fit to provid e tax  relief  on cap ital  gains  from the  sale of obsolete 
equipment, providing the gains  were reinvested in new-type air cra ft,  thereby 
encourag ing and stim ula ting  the  operators  to modernize the ir fleet and expan d 
the ir services.

These oper ators are  now at  the threshold  of the ultimate in service, havi ng 
ordered the most modern-type helicopter available, the  turbine-powered  Boeing- 
Vertol 107. a 25 -passenger 155-m ile-per-hour rot orc raf t.

For  these  reaso ns we believe it incumbent upon your committe e and the 
Congress itse lf to provide  th e $6 .9 million in subsidy funds requested by the CAB. 
We fu rth er believe the re was no basis  or justi fica tion  for the House to det er­
mine that  subsidy paym ents for the helico pter ca rri ers should arbit raril y be cut ­
off a t th e end of th e fiscal y ear  1962.

We therefor e respectfu lly request your comm ittee’s f avor able  action in appr o­
priating the full CAB helicop ter subsidy requ est and your refu sal to agree with 
the House th at  th is ass ista nce  be ended.

Sincerely yours,
James F. Horst,

In ter na tio na l Vice Presid ent, Director,  Air  T rans port  Division.
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RESEARCH AND DEVELOPMENT EXPEND ITURES

Senator Monroney. I venture a guess, and it is a guess, t ha t far  
more of the entire  helicopter subsidy is spent in research and develop­
ment by Sikorsky and others working in this field tryin g to make this breakthrough.

Senator Magnuson. Well, thank you, Mr. Belinn. I think we have 
got to move along here. We have a lot of witnesses and I brought you in to fill in.

Mr. Belinn. I appreciate the opportunity.

Chicago H elicopter A irwa ys, I nc.

STATEMENT OF C. W. MOORE, EXECUTIVE VICE PRESIDENT

GENERAL STA TEM ENT

Senator Magnuson. Mr. Moore, who is the executive vice president 
of the Chicago Helicopter Airways is here. We are glad to hear from you.

You have a statement which we will place in the record in full along with the exhibit.
You can highlight it i f you wish.
Mr. Moore. As long as the hour is late, I will place this in the record.
My name is C. W. Moore and I am executive vice president-----
Senator Magnuson. Your statement is only five pages. Go ahead and read the statement.
Mr. Moore. My name is C. W. Moore and I  am executive vice presi­dent of Chicago Helicopter Airways.
We appreciate this opportunity  to appear before the committee to request that the Senate:

REQUEST TO COM MITTEE

1. Restore the $1.9 million cut by the House from the $6.9 million 
requested by the CAB for helicopter carriers  for the fiscal year 1962;

2. Delete the language from lines 3 to 5 at page 6 of the b ill which 
limits payments for helicopter operations; and

3. Reject the suggestion contained in House Report No. 449 tha t 
this be the last year that funds be provided for helicopter operations.

Senator Magnuson. I want the record to be clear here for you people who are testifying on this  item. The Senate, of course, has no 
cojitrol over what the House says in the ir report nor can we change it. 
We can only put  in our report different language or put in the same 
language or say nothing. But this is a matte r for the House them­selves, that language.

Go ahead.
Mr. Moore. We were given no opportunity to appear before the House committee because its hearings were in executive session. No reasons are given by the House committee to support its action other 

than the reference in its report to the subsidy previously paid  to the helicopter carr iers.
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When the CAB appeared before the House committee, it was not 
confronted with any proposal to cut off the helicopter carrie rs and 
therefore had no opportunity to apprise that  committee of the CAB 
position subsequently expressed to this Senate committee to the effect 
that  the three helicopter carriers have
amply fulfilled thei r role in fostering the development of air  transportat ion 
and tha t their operations have been and will continue to be in the public interest.

Thus, the action in the House was taken without the benefit of any 
advice or expression from the expert body created by the Congress to 
regulate and develop air transportation, which expert body opposes 
the House proposal and strongly favors continuation of the helicopter 
carriers as a means of further developing air transportation. All 
three of the hel icopter carriers hold certificates of public convenience 
and necessity issued by the CAB, two of which were renewed not long 
ago for a 7-year term.

EFFEC T OF HO USE ACTION

The effect of the House action, if allowed to stand, would prevent 
the helicopter  carriers from acquiring the new and more efficient t ur ­
bine helicopters about to be placed in service. It  would put all three 
helicopter carriers entirely out of business af ter this next fiscal year, 
1962, by eliminating all subsidy for helicopters. And this would occur 
at the very time tha t real progress is being made in the helicopter 
field, when the carriers  should be aided instead of impeded in their  
further development of the helicopter as an economical and useful 
new transporta tion vehicle.

GOVERNMENT INV ESTM EN T

This Government has invested approximately $38 million in the 
three helicopter carriers  from their  inception to date in mail pay and 
subsidy they have been paid. This investment has been made to 
achieve the kind of helicopter progress about to take place, and should 
not be permitted to “go down the drain” by eliminat ing the helicopter 
carriers just as th is investment is about to bear fruit.

The twin-engine turbine helicopters which are scheduled to go into 
service in Chicago, New York, and Los Angeles will provide a bigger 
“breakthrough” toward self-sufficiency than the DC-3 provided for 
the trunkl ines. As shown by the chart in appendix A attached to this  
testimony, the new S-61 je t helicopter being acquired in Chicago will 
reduce direct  operat ing cost per seat-mile by 51 percent. This com­
pares with only a 27-percent reduction achieved by the DC-3 which 
started  the trunklines on their way to self-sufficiency.

(App. A follows:)
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P rospects for J et H elicopter

Mr. Moore. W ith  the  prospect th at  the  jet  hel icopter holds fo r the  
fu tur e, th is is c ert ain ly  not the  time  to  contempla te wi thdraw ing su p­
po rt from  the h elicop ter  car rier s.

Je t hel ico pte r serv ice is a necessary  ad junc t to je t tru nk lin e service 
in the  lar ge  ai r traffic  marke ts, in orde r to  prev ent  slow airpor t-t o-  
dow ntow n grou nd  tra ns po rt from diss ipati ng  the  time sav ing  of  je t 
ai r travel.

As shown by the chart  in appendix B att ached to th is tes tim ony , 
jet  travel tim e from downtow n to dow ntown in the  l arg e ma rke ts can 
be cu t by 20 pe rce nt to  40 perc ent  when complemented by me tro po litan  
hel ico pte r service a t each  end of  the  line.

(App. B  follows:)
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OUT IN  TR IP TI ME

Mr. Moore. For exam ple, between Chicag o and  New Yo rk—whi ch 
alr ead y have h elicopte r serv ice—the  to ta l tr ip  time f rom  d owntown to 
dow ntown has  alr eady  been cu t by 34 percen t due to  the hel icopter s. 
Betw een Chicag o and  Wash ing ton , h elicop ters can cut  th e to ta l tra ve l 
time, fro m dow ntown to dow ntown,  by 40 percen t when  hel ico pte r 
serv ice is  i ns tit ut ed  here in Wash ing ton .

He lic op ter  serv ice is e ssen tial  to a rea liz ati on  of the  true  po ten tia l 
of  th e f ixed -win g jets.

The pro gre ss which the  he licop ter  c ar rie rs  have made to da te may  
no t be fu lly  appre cia ted . Ou r op erat ing res ult s in Chicago alr eady  
com pare fav orab ly with those o f local serv ice c ar rie rs  even t hough we 
have  been ca rry ing passengers only  4 years.

As show n by  th e ch ar t in a ppendix  C att ached to thi s test imony , ou r 
helicopter  pas senger  traffic in Chicago has g row n 460 percent  in only  
3 years , fro m 55,310 passen gers in 1957 to  309,107 pas senger s in 1960.

(A pp . C fol low s:)

71036 0 — 61----- 66
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PASSENGERS CARRIED, 18 60

Mr. Moore . The 309,107 passen gers we car ried in 1960 are  more t han 
were  c arr ied  in th at  same year  by 5 of the 13 p erm anently  certif icated 
loca l service c arr iers .

AMOUNT OF SUBSIDY

In  1960, our  subsidy  in Chicago amounted to  45.6 per cent of our  
to ta l revenues. In  tha t same  year, two local c ar rie rs  had a h ighe r sub­
sidy ra tio  than  thi s, and twro othe r local ca rri er s had a comparable 
rat io.

Hence, it is seen th at  ou r Chicago hel icopter serv ice is com parable 
from an economic st an dp oint  w ith  a th ird  of  the loca l c ar rie r indust ry.  
There  is no more jus tificat ion  fo r ter minati ng  ou r helicopter  service 
in Chicag o than  by wipin g out  t he  t hi rd  of the  local ca rr ie r ind ust ry 
wi th w’hich we are c omparab le.

REASON FOR SUBSIDY

Ac tua lly , the  ju stif ica tion  for  giv ing  Fe deral  assi stance to the fixed- 
win g local service ca rri ers is even more app licabl e to the hel icopter 
car rie rs.  We are  not only  pe rfo rm ing a needed tra ns po rta tio n fun c­
tion, but in the process are  dev eloping the  most flexible  and  strate gic  
vehic le we have ever  known,  which can fly above t he  congest ion on the  
gro und and beneath  the stream  of fixed-wing  a ircr af t, and  can pene­
trat e beyond ai rp or ts into the  m ids t of cities a nd th ei r environs.

In  num erous CAR proc eed ings  it  ha s been esta blis hed  th at  the fu r­
th er  develop ment of the hel ico pte r throu gh  rig id , intensiv e, and 
scheduled use, u nder fu lly  c ont rol led  c ond itions—w hich  only the  heli ­
copte r ca rriers  provide—is in the  inte rest  of  the  commerce of  the  
Un ite d Sta tes , the  pos tal service, and  both na tio na l and  civil defense .

The commerce of the  Un ite d State s which the he lic op ter  carriers  
serve is not confined to the  commerce  o f C hicago, New Yo rk,  and  Los 
Angeles , b ut includes ai r tra ve lle rs from  all ove r the  N ation who visit  
of tran si t throu gh  these three  larges t ma rkets  in the  cou ntry. A 
surv ey we made  in Chicago shows that abo ut tw o- third s of the  he li­
cop ter passengers carried  in Chicago come from citi es oth er than  
Chic ago.

Th ere  is now more reason than  ever  to con tinu e to assist the  he li­
copte r ca rri ers in the  developmen t of thi s new vehicle because of  the  
economic “b reak throug h” abou t to l>e achieved wi th the  new jet-pow ­
ered  twin-eng ine  helic opte rs.

The con tinuation of such assis tance is in keeping  with the  tr ad i­
tional  pol icy of th is Government  to aid new forms  of  tra ns po rta tio n.

In  clos ing, I  wish to request th at  you also include in the reco rd of 
these h earin gs  t hre e add itio nal  append ixes att ach ed to th is  tes timo ny, 
which consist  of  the  fo llo wing:

Ap pend ix D, en titl ed  “The Imp rov ement s in Serv ice,  Efficiency, 
and  Sa fe tv  of Op era tion Whic h Wi ll Be Achieved  by the  S-61 Je t-  
Powered  Helicopte r.”

Ap pend ix E.  entitl ed  “The Value  of the  Chicag o He licopter  Serv­
ice to the Posta l Sendee.”
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Appendix F,  entitled  “The Value of the Chicago Helicopter Service 
to National Defense and Civil Defense.”

(Apps. D, E, and F  follow:)
Appe nd ix  D

T he  I mpro vements in  Service, Eff ic ie ncy , and Safety of Operation 
W hic h  W il l Be Achie ved  by th e  S-61  Jet-P owered H elicopter

The respect s in which the  new S-61  helic opter s will improve the service, 
efficiency, and safe ty of the Chicago helico pter oper ation  are  shown by the  fol­
lowing comparisons  between the  S-61 and the S- 58 piston-en gine helico pters now 
being op erated in C hica go:

(1 ) The S-61  will crui se 27 miles per hou r fa st er  tha n the S- 58 (13 6 
miles per hou r compared to 109 ) ;

(2 ) The S-61  will sea t 25 to 28  passe ngers  compar ed to only 12 in the 
S-58 . The S-61  will have  a conventiona l seati ng arra nge men t (com parab le 
to w hat the  ai r travel er has become accus tomed ) while the seati ng arr an ge ­
ment of the S- 58 is unconventi onal;

(3 ) The S-6 1 will be ai r conditioned , while  the re is no ai r conditio ning 
in t he S -5 8;

(4 ) The turbine-powere d engines in the S-61  will grea tly reduce vibr a­
tion and noise with in the  air cra ft now experien ced with piston-powere d 
helicopte rs. The improvemen t will be much more noticeab le in helico pters 
than in fixed-wing ai rc ra ft because pow erplants  are housed in the main 
str uct ure  of helic opters  ra the r than in wings as on conventional  air craf t. 
Moreover, the  turb ines  will subs tant iall y reduce  the  noise level outsi de the 
ai rc ra ft which will improve flying c har act eristic s with in densely popula ted 
ar ea s;

(5 ) The fact tha t the  S-61 will have two engines (ins tead  of only one. as 
in pres ent helic opte rs) will improve not only service  but also safet y. The 
second engine will perm it operat ions at lower wea ther  minimums  which 
will imnrove schedule performanc e and reli abil ity of service;

(6 ) The gre ate r seat ing  capaci ty of the  S-61 will meet the demand for 
service with  a lesse r numbe r of f lights, which will reduce  congestion at ai r­
ports ;

(7 ) The foregoing improvem ents which the  new jet-powered  helico pters 
will provide will mark edly improve passe nger convenience and there by stim ­
ula te traffic.

Appen dix  E

T he Value of th e  Chicago  H elicopter Service to th e  P ostal Service

The Chicago helico pter operat ion provide s a valu able  mail service to over 50 
communities  in the Chicago area , as shown by the  m ap at  page 3 of this  appen ­
dix E.

Durin g 1960 , over 200 ,00 0 plane-miles were operated  in mail service to these  
communities  with  Bell 47G helicopte rs, and  these  flights carried  only mail and 
had no oth er source  of revenue.

The helicop ter mail service in Chicago ex pedite s mail as much as a full day or 
more, and carr ied over 41, 875 ,00 0 airm ail let ter s duri ng 1960.

The expeditio n of this  mail by helicop ter cost the Government  only 8 perce nt 
of the postal revenue s derive d from this  mail. (Th e helicop ter ca rri er receives 
only a litt le over cent for each 7-cent a irm ail let ter  carried  on its helic opters.)

At the request of the Post  Office Departm ent, addi tiona l helicop ter mail serv­
ice will be sta rte d between Midway Airpo rt and O’Ha re Field on Jun e 26, 19 6k  
utilizi ng avail able  space on exist ing helico pter passenger flights. This new mail 
service will incre ase pres ent helicop ter mail volume by over three times the  pres­
ent poundage being carried , and will gre atly  reduc e the uni t cost per  lett er 
while at the same tim e p roviding an incre ased public service.

This helicop ter mail service  serves not only the citize ns of Chicago but  also 
the res t of  th e Natio n w hich sends a irm ail into  t he Chicago area .
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CHICAGO HELICOPTER AIRWAYS

Passenger and Airmail  Rou tes

Appendix F

T he Value of the Chicago Helicopter Service to National Defe nse  and 
Civil  Defense

When the helico pter franchise in Chicago was renewed by the CAB in 1956 
(fo r a 7-year  perio d),  the Departm ent of Defense  testified and the  CAB found 
th a t:

“If  helicop ter service in Chicago is not continued it  will have  an adve rse 
effect on the  m ilita ry helicopter program.”

The good record of dei>endable helico pter operations  achieved in Chicago 
helped induce the mil itary to send Bell helicopter s into the Korean campaign.

Afte r helicopters reached  Korea, and whole fleets became ground ed dur ing  
the midst  of the campaign (due to exp irat ion of the overh aul period  and lack 
of spare s to accomplish ove rha ul),  they were then ungroun ded and pu t back 
into  use when experien ce gained in Chicago demonstr ated  th at  the  overhaul  
period could be doubled from 300 to 600 hours . The Departme nt of Defense
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testified that  this  ungrounding could not have  been achieved “without  the  use 
of the d ata  which we got from  Chicago.”

The intense utili zati on achieved in scheduled  commercia l service provides 
the mili tary  with information and dat a not other wise  atta inab le, which re­
sults in large savings in the mili tary  helicopter program. Ju st  one extension 
in overhau l time, which the  milit ary learned from the Chicago operatio n, has 
saved the Government  over a qua rter of a million doll ars every year.

A helicopter ma nuf acture r (of both mil itary and civilia n helic opte rs) has  esti­
mated th at  on ju st one model of helicopter (th e S- 58 ) the  mili tary  saved almost 
$20 million in a 3-ye ar period, from extension of overhaul  periods and conse­
quent savings in spare pa rts  procure ment and labor and material s, all res ult ­
ing from experience gained in scheduled commercial helicopter operations.

An example of a curre nt development in the helico pter ar t which has  been 
expedited by the Chicago helicopter opera tion is the  new ‘pressurized  main 
rotor  blade.” This  new “pneumatic ” blade will be available for all civilian and 
mili tary  helicopters in the nea r futur e. It  will incre ase roto r blade life by 21/: 
times and will reduc e the cost of blade main tenance. It  will also incre ase the 
atta inable  speed of helicopters, which will reduce all per-mile costs of operation.

Another example of how the Chicago opera tion is advan cing the helicopter 
ar t is the program  unde r which S-58  helicop ters in Chicago have been equipped 
with a flight recorder th at  has been insta lled to obtai n actual flight historie s 
under  controlled conditions . The dat a thus obtain ed is being utilized  by the 
man ufactur er to determine  retir ement life of helicopter components which is 
important in advan cing the sta te of the ar t in the helicopter indus try, both 
civilian and m ilitary.

The Federal Civil Defense Adm inist rator and also the coord inato r of the 
Chicago Civil Defense Corps have testified before  the CAB th at  contin uance  of 
thi s helicopter service in Chicago is essential  to the  civil defense of th at  city. 
The CAB found th a t:

“I t is man ifest  th at  contin uatio n and expansion of helicopter service in the  
Chicago metropolitan  a rea  will serve civil defense  in teres t."

Mr. Moore. I thank the committee f or this oppor tunity to appear  
before you.

Senator Magnuson. Thank you, Mr. Moore.
Now we covered a lot of the general questions on this in our ques­

tioning of Mr. Beilin, and you heard my questions reg arding the fiscal 
par t of these operations as they relate to permanent  certificates, as to 
credit, things of that  kind. Your answers would be about the same, 
would they not?

Mr. Moore. They would be identical, yes, sir.
Senator Magnuson. Any questions?
Senator Allott. No, I have no questions.

CRITICISM OK SUBSIDY

1 might say I think one thing, Mr. Moore, t ha t might be realized, 
I take it from reading your statement, parti cular ly with respect to 
the action of the  House, you may not be aware of the g reat amount of 
criticism t hat  there has been generally of this subsidy to helicopters, 
and I don’t think  it is necessarily any  failure  on the part of the Civil 
Aeronautics Board in this respect, but rath er that they probably 
covered it in the same relationship they covered everything else in 
their  statement, without realizing tha t this has been and I am sure 
that the chairman and the Senator from Oklahoma as well as myself 
know the  extensive amount of criticism that has been leveled at this 
particular subsidy, and they probably didn’t emphasize it in tha t 
respect. I don’t think  they neglected you in any respect, b ut they 
didn’t meet what there was in the minds of the House as reflected 
from thei r constituents.
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Senator Magnuson. Your appendix A, I think, is a very important 

one where you talk about advancements in th is field when you show 
the figures of the reduction in operating airline unit cost.

Mike, do you have any questions?
Senator Monroney. I have nothing.
Senator Magnuson. Thank you very much, Mr. Moore.
Mr. Moore. Thank you, Mr. Chairman.
(The following information was later received:)

Law  Off ic es ,
P ogue & N eal,

Washington, D.C., June 27,1961.
Hou. W arren G. Magnuson ,
Chairman, Independent Offices Subcommittee,
Senate Appropriations  Committee,
U.S. Senate, Washington, D.C.

Dear Mr. Cha irma n : At the  hear ing before your subcommittee las t Friday, 
Chicago Helicopter Airways, Inc., was requested to submit for the record a 
stat ement  of the service mail pay and subsidy it has received from the inception 
of it s o perat ions to date . This inform ation is as  fol low s:

[I n  th o u sa n d s]

F is ca l y e a r S u b s id y S erv ic e  m a il  
p a y

T o ta l

195 0............................................................................................ $295
449
502
512

77
74
74
76
56
38
36
33

$295
449
502
512
509
498
619
985

1,481
1,68 2
1,6 99
1,46 8

1 9 5 1 . .. . ........... .......................................................................................
1 9 5 2 . .. ._____ ___________________________________________________
195 3_____ __________ ________ __________________________ _________
195 4_________________ ______ ______________________________________ $432

424
445
909

1, 42 5
1,66 4
1,66 3
1,43 5

195 5.............................................................................................................................
1956................... ....................................................... .......... ..........  .......
195 7...............................................................................................
195 8........... .............. ..................................................................  . . .
1959________ ___________ ______________
19 60 ______________________ ______________________________________
1961 (11 m o n th s ) ............................................. .............................................

Pri or to 1954 the mail pay received was not s eparated as between subsidy and 
service  mail pay.

The figures shown above are  in accord with the  adm inistrative alloca tion to 
the respect ive fiscal years which has been made by the Civil Aeronautics Board.

Yours very truly ,
Robert W. Oliver ,

Attorney  fo r Chicago Helicopter A irways , Inc.

New  York Airwa ys

STATEMEN T OF ROBERT L. CUMMINGS, PRESIDENT

General  Stat ement

Senator Magnuson. Mr. Cummings, New York Airways. We are 
glad to hear from you. You have a very short statement. We will 
be glad to have you read it.

Mr. Cummings. All right.
Mr. Chairman, and members of the committee, before I start , I have 

a copy of our annual repor t which I can dist ribute which I think an­
swers most of your questions in the form of chronological steps from 
1955 to the present in all the categories you asked about, and if you 
will permit me, I would l ike to add this to the record.

Senator Magnuson. We will be glad to have it.
(The report  re ferred to follows•)
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N E W  Y O R K  A IR W A Y S , IN C .
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John H. Slate,  Secretary
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Federation  Bank and Trust Co.

A u d it o rs

Lybrand , Ross Bros. & Montgomery
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Skadden,  Arps, S late,  Meagher & Flom
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To the stockholders and employees of:

N E W  Y O R K  A I R W A Y S . I N C .

I 9 6 0
S u m m a ry

The salien t developments covered by this Report are as follows:

• Civil Aeronautics  Board approval has now been secured for the conversion of 
your  Company’s services to a new fleet of twin-turbine Boeing Vertol 107 
helicopters—representing the most important operating and economic advance  
ever a ttained in this field.

• Major ground faci lity improvements have also been accomplished—includ ing 
a second Manhat tan helipor t and provisions for new bases at  New York Inter­
national and La Guardia Airpor ts.

• The Company’s re-equipment program w ill make it possible, for the first t ime, 
to improve and extend operat ions both in the New York /New  Jersey/C on- 
necticut Metropolitan Area and to other  urban centers where our  services 
can be o f public utility. During 1960, New York Airways filed applications 
with the Civil Aeronautics Board for opera ting autho rity in the Washin gton / 
Baltimore area  as well as between New York and Philadelphia.

• The financial results recorded at the date of this  Report indicate a provisional 
loss for 1960. However, these do not yet reflect the def initive subsidy revenues 
receivable. Restatement  of the accounts to include these revenues when finally 
determ ined is expected to show a profit for the year.

T h e  N e w  F le e t
The acquis ition of multi-turbine equipment will mark  the most significant advance in 

your Company’s history.  It will, in fact, transform  both the opera ting and the economic 
bases of  th is type of service.

Since 1958 the Company’s scheduled operations have been maintained with  five single 
piston-engine V44B helicopters. The Civil Aeronautics Board has now approved the Com­
pany’s proposals (outl ined in our 1959 Annual Report) for replacement of these airc raf t 
with Model V107 helicopters manufactured by the Vertol Division of Boeing Airp lane  
Company.

The Boeing Ver tol 107’s will be powered by twin General  Electric  T-58 turbines and 
will cruise at 155 MPH—an improvement of 70% over the V44B’s.



890 IN D EPEN D EN T OFF IC ES  APP ROPR IA TI ONS,  1 9 6 2

The initi al fleet of five V107’s is to be delivered to New York Airways dur ing the 
Summer and Fall of this year, and will be the first such aircra ft available for civil use. 
The agreements we have secured from the manufac turers also include long-term protective 
provisions on costs and perfo rmance as well as options to purchase such addi tional airc raf t 
as may be needed to meet our increasing service requi remen ts.

The new airc raf t will accommodate 25 passengers (as against the present maximum 
of 15) at the highest standards of airline comfort. Due to the ir increased speed, capaci ty 
and other improved operating character istics, the first five units will quadrup le the passenger 
seat-mile productivity of the existing fleet, while at the same time provid ing for addi tional 
mail, express and freig ht loads.

Since the twin-turbine instal lation  will enable this equipm ent to main tain altitude 
with one engine inopera tive, our  services can be advanced,  within the near  fu ture,  from the 
present visual contact flight restrictions  (und er which schedule regu lari ty has been seriously 
impaired by adverse weather) to all-weather instrum ent procedures.

In addition, for the first time in the history  of the helicopter  (or any other civil air ­
craf t type)  the V107’s will permit  the  routine conduct of true  vertical operat ions. The lack 
of this capability  has limited the utility  of previous helicopters,  which have been restricted 
to c ircuitous horizonta l approaches and depa rtures in congested areas.  Now, however, it will 
be possible to p rovide the direct  service to the heart of urban  centers which represents the 
unique contribu tion of VTOL air  transport.

Equa lly fundamental economic changes are  in prospec t. The flight equipment hereto­
fore available for the Company’s operations has generally  been incapable of realiz ing com­
mercial revenues equalling  direc t operating costs. As a result, the rapidly  growing public 
demand for our services could not be met without subsidy increases which the Civil Aero­
nautics Board has been unwilling to grant.

This deadlock has now been broken. For the improved produc tivity  of the new aircraft 
will reverse the formerly adverse relation between subsidy  and operat ing volume, so that 
addit ional service can be provided as needed without increased  dependence on federal support.

The public  util ity of these services has long been establi shed. The forthcoming eco­
nomic transformation will complete the foundat ion for thei r mature development.

F in anc in g
The capit al financing requ ired  has been obtained on favorab le terms.
The purchase price  o f the initia l V 107 fleet (inc luding spare s) will aggregate some 

$4.3 million and an addition al $1.2 million is currently estimated to be required for related 
facili ties, equipment, development costs, and  increased working capital. A credit up to $ 3.8 
million (to be guaranteed  by the Civil Aeronautics Board) has been secured from the 
Hanover Bank, Federation Bank and Trust Company and United States Trus t Company of 
New York. Funds borrowed under this c redit are repayable over a period of six years , with 
interest at 5.3375% .

The addit ional capi tal requirements will be provided  from the proceeds of a trade- in 
arrangement with the airf ram e manufacturer unde r which New York Airways will realize  
the net book value of the present fleet.
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Opening of Downtown Manhattan Heliport

H e li p o r t s
Provision has also been made for the expansion  and improvement of ground faciliti es.
Of first importance is the new Downtown Manhat tan Helipo rt (estab lished  by The Port 

of New York Authority in co-operation with the City of New York)  at which scheduled 
service was inaugurated  by New York Airways in December, 1960. Located near the foot of 
Wall Street, this facili ty has already demonstrated its usefulness in that densely populated 
area.

The decentraliza tion of the new fixed-wing te rminals at New York Internat iona l Air­
port has requ ired  a corresponding reorganizat ion of the Company’s operations —which had 
formerly been based at an increasingly inadequate  site oriented to the old temp orary  
passenger te rminal.

Since the new American Airlines Terminal was located most conveniently for the 
largest  single group  of our passengers,  by arrangement with that ca rrier and The Port  of 
New York Author ity, a New York Airways opera ting and traffic base has been establi shed 
in the American terminal. It is also planned to provide service at other suitable locations  on 
the Airport. In the meantime, other air line terminals continue to be connected direc tly to 
the operation by a special bus service.

The reconstruction of La Guardia  Airport has required similar  measures. Our  sched­
ules are now handled at the temp orary  American Airlines facility . When the permanent 
construction is completed next year, the New York  Airways service base will be I. ’sferred 
to a central location.

Significant progress  has also been made at other cities. Downtown heliports have been 
provided by Stamford, Bridgeport and Paterson, and a similar facili ty will be establ ished 
this Fall at New Haven. It is antic ipated  that other  key communities  will follow suit.

O p e ra t in g  A u th o rit y
As set forth in greater detai l in our  1959 Annual Report, early last yea r the Civil 

Aeronautics Board renewed the Company’s basic opera ting authorizat ions. The scope of the  
Board ’s g rant is shown by the map on the inside back cover of this Report.
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The Board also extended our opera ting area to Danbury and New Haven, and removed 
a former restric tion which would have limited  our operat ions to “rotary  winged air cra ft.”

Thus, as New York Airways progresses, the Company will be in a posi tion to select the 
airc raf t best sui ted to the service requirements from time to t ime, whether these are  conven­
tional helicopters or one of the more advanced VTOL designs now under development.

N ew  S e rv ic e s
As al ready indicated, the Boeing V ertol 107 equipment will, for the first t ime, enable 

New York Airways to provide service commensurate with the demand.
As a result of doubling  the frequency with the new, larg er helicopters on the central 

Airpor t/Manhattan routes the seat mile avail abili ty will be increased by some 4 00%.  Added 
capacity  and frequency will also be provided to the outlying communities.  Service will be 
inaugurated  this Fall to Paterson, Danbury, New Haven and suburban Long Island, reach­
ing a new passenger marke t numbering in the millions .

Two other  developments indicate that New York Airways may be able to provide 
addit ional service in the public interest.

The construction of Dulles International  Airport (to be completed in mid 1962 ) has 
suggested the need for  helicopter service between downtown Washington, Baltim ore, Dulles 
Internatio nal, Frie ndsh ip Internationa l and Washington National Airports .

In addit ion, the City of Philadelphia  has recent ly inaugurated a downtown heliport. 
A proving flight conducted on this occasion with the V107 prototype demonstrated the 
feasibility  and usefulness of high frequency helicopter service between downtown Phi ladel­
phia and downtown Manhattan. The scheduled flight time would be approximately 30 minutes.

New York Airways has filed applications with the Civil Aeronautics Board for authority 
to provide  service both in the Washingto n/Baltimore area  and between Phil ade lphi a and 
New York. Proceedings on our Washington application (along with a number of other  com­
petitive applications) have been commenced by the Board, and public hearings a re scheduled 
for  September.

T ra ff ic
Although necessarily restricted by the  limita tions of the present equipment, the Com­

pany’s traffic has continued  to show encouraging growth.
1960 passenger volume increased 17.4% over 1959. The passenger revenue load fac­

tor was 53.4%, up from 48.9% for 1959, 44.8% for 1958 and 37.5% for 1957. Aggregate 
mail, express and freight loads were main tained close to 1959 levels.

These traffic gains were, of course, reflected by a corresponding commercial revenue 
increase. In 1960  these revenues aggregated $1,24 0,0 19—14.1% above 1959.

S u b s id y  an d  N et In c o m e
. At the date of this Report, New York Airways had received 1960 subsidy mail pay 

aggregating $2,240,657.
As detai led in the financial statements submitted  herewith, beginning April 1, 1960, 

these payments have been made on an interim basis, subject to re troactive adjustment.
It is a nticipated that on final determination of the amounts due for 1960  operations, 

the provisional net loss indicated by these sta tements w ill be extinguished, and that the  result-
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In ter ior v iew of Boeing Verto l 107

ing restatement of the accounts will show a profit for the year. However, the amount of this 
profit cannot yet be determined.

Civil Aeronautics Board proceedings are now in progress to determine definitive 
subsidy  ra tes both for the V44B operations from Apri l 1, 1960 and for the operations to be 
commenced this Fall with the new V107 equipment.

O u tl o o k
Jet speeds and the growing congestion of urban areas have sharply  focussed public  

attention on the deficiencies of city to airport and airpor t to airpor t ground transport.
The fact tha t te rminal time not uncommonly approaches that required for a transcon­

tinental or over-ocean flight has become a notorious anomaly  of air  transportation. VTOL 
operat ions offer a pract ical solution of this vexing problem.

In the nea r futu re direct city-center to city-center VTOL service is also expected to 
become a principa l means of short-haul air  tr avel.

New York Airways is unique ly qualified to meet these requirements.  The necessary 
flight equipment is now at hand, and ground facility  construction is keeping pace.

The significance of these ma tters is dram atica lly underscored by the recently announced 
plan for a W orld Trade Center to be located in lower Manhat tan.

As shown by the drawing set out in this Report, a central feature of this plan consists 
of an enlargement of the Wall Street heliport at which New York Airways recently inaugurated 
service.

Prospects of thi s sort leave no room for doubt as to the successful completion of your 
Company’s development from the modest beginnings of the “experimental” years to an 
established transporta tion system of the first rank.

As always, the accomplishments of New York Airways and its expectations of the 
futu re depend upon the public  acceptance of its services, the confidence of its stockholders 
and the loyalty of its staff.

By Order of T he Board of Direc tors

President
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Passenger Mile s Sold

1B0S 19BB 1907 1 9 88  19B9 19 80

$ 30

25

20

Su bs idy Received 
per  Sched uled  Ton Mi le

0
1900 1 9 00  19 07  1908 19 09  1900

Ton  Miles Sold
(000)

OMITTtO
To n Mi les  P roduced

(000,

1OBB 1BB0 1907 19 B8 1 9 09  ,9 0 0

No n- Su bs idy Rev enu e

lo s s  1B 00  1 9 07  19 0 8  19 0 9  19 00

Net Ea rnings

Foolnole : Final subsidy Io be received in 1960 nol yet determined . See  note 2 to “No tes Relating to Financia l Statements 

7 1 0 3 6  0 — 6 1 -------- 5 7
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N E W  Y O R K  A IR W A Y S . IN C .

COM PARATIV E OPE RAT ING
Si x y ear perio d I 9 s s - i 9 6 o

OPERATING REVENUES: teeo 1O BO

C om m erc ia l......................................................................................................... $1 ,24 0,019 81,086.981  -

Fe de ral  sub sid y (See  F o o tn o te )................................................................. . . 2,2 40,657 2,242,35 5

To tal  ............................................................................................................ 3,4 80,676 3,329,33 6

OPERATING EXPENSES:

De prec iat ion and am o rti z a ti o n ...................................................................... 568 ,095 53 1,8 22

All o t h e r .............................................................................................................. 2,985,133 2,730,461

To tal  ............................................................................................................ 3,553 ,52 8 3,2 62,283

Net op erat ing inco me (o r loss) (S ee  F o o tn o te ).................................................... (72 ,85 2) 67 ,05 3

No n-o perat ing  income o r (ex pense) an d (speci al items  I9 60 )—n e t .................. (47,2 20 ) (2 6,10 9)

Fe deral  income t ax  (o r re fu nd ) (S ee  F o o tn o te )..................................................... (18,9 16 ) 15,791

Net income (or  loss)  f or the ye ar  (S ee  F o o tn o te ).................................................. (71,1 26 ) 25,15 3

Ea rn ings  ( or  defi cit)  pe r sh are (S ee  F o o tn o te )..................................................... (-2 9, .10

FINANCIAL POSITION (of Dec em be r 31):

Work ing capit al (See  Fo otno te)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,119,590 982,27 9

Long- term  d e b t .............................................................................................................. 298 ,245 508 ,771

Stockh old ers' eq ui ty—total  (See  Fo otno te)  ............................................................. 2,636,747 2,707,87 3

Sto ckho lde rs' eq ui ty —pe r sh are (See  F o o tn o te ).................................................. 10.83 11.13

Ou tst anding  s h a re s ....................................................................................................... 243,4 00 21 3,1 00

Footn ote: Final  subsidy to be receive d in  1900 not yet deter mined. See note 2 to “ Notes Relating Io Finan cial  Statements'* .

OPERATING  AND TRAFFIC STATISTICS:

Rev enu e passe ngers  ....................................................................................................

Expre ss ( lb s . ) .................................................................................................................

Fr eig ht  (lb s.)  ................................................................................................................

Mail  (lb s.)  ......................................................................................................................

Sch edu led  revenu e ton  mi les  c a r r ie d ......................................................................

Revenue loa d factor  ( % ) .............................................................................................

Sch edule d miles f lo w n .............................................................................................  .

Sched ule  comp let ion  fa ct or  ( % ) .....................................................................

Cha rte r an d othe r non-s chedule d rev enue  ho ur s fl o w n ......................................

146 ,775

1,214,058

712 ,869

2,220,715

316,7 38

52.80

453,84-1

82.50

472

124,9 99

1,306,507

75 1,3 56

2,209,9 59

26 2,2 65

49 .20

39 2,8 58

76.53

569
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AND FINANCIAL RECORD
Calendar  y ea rs  en de d Dece mber 31

1BB8 1BB7 1B BS 1BBB

8 813 ,892 $ 698 ,251 -4 435,770 $ 313 ,193

2,21 4,690 1,97 7,126 1,61 2,67 2 1,43 6,600

3,058,582 2,675,3 80 2,078,4 42 1,74 9,793

417 ,168 401 ,155 356,570 300 ,774

2,378.0 09 2,128,1 01 1,60 5,68 7 1,31 6,30 8 '

2,79 5,177 2,532,2 56 1,96 2,25 7 1,61 7,082

263, 405 113,121 116, 185 132,711

(27,92 1) 18,052 16,4 10 22,072

121,7 87 83,166 68 ,43 3 80,6 43

113,697 78,010 64 ,19 2 74,1 10

.47 .32 .27 .31

963 ,577 1,12 2,907 1,17 0,05 0 1,615,6 18

719 ,298 - - -

2,682,7 20 2,566,3 73 2,188,3 63 2,42 1,921

11.02 10.66 10.3 4 10.15

213 ,400 240 ,750 240 ,750 238 ,500

91,114 68,694 43,205 24,5 69

1,37 6,880 1,499 ,811 1,90 7,373 1,758 ,534 *

612 ,099 698,258 607 ,023 473 ,785

2,242,3 11 2,550,9 07 1,159,7 04 1,412, 181

199,342 158.068 108,3 06 79,3 13

44.6 2 39.81 52.21 51.13

386 ,050 161,333 429 ,224 387 ,773

78.58 79.8 2 77.2 3 82.07

238 213 209 149
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N E W  Y O R K  A IR W A Y S , IN C .

BALANCE SHEETS

A S S E T S i s e o 1B BO

CURRENT ASSETS:
Cash on hand and on deposit in b an ks......................................... S 459,915 $ 384,033
Special deposits ............................................................................
United States Government securities, at cost plus  accrued interest 

on U.S. Treasury Bills ($449,104 at December 31, 1960

9,726 8,904

market quota tions) ................................................................... 449,033 348,953
Other temporary investments, at c o s t...........................................
Accounts receivable:

- 396,799

United States Gover nment ......................................................... 223,481 202,994
General tr aff ic ............................................................................
Estimated refund of Federal income tax based on carry-back

130,983 108,927

of loss under the Internal Revenue Co de.............................. 57,268
Other current receivables............................................................... 202,196 161,523
Flight equipment expendable parts and su pp lie s......................... 100,616 79,186
Prepaid in su ra nc e.......................................................................... 41,879 104,008

Total current as se ts ................................................

INVESTMENTS AND SPECIAL FUNDS:
Investments in and advances to subsidiary and related service

1,675,097 1,795,627

co mpa ni es ................................................................................... 1,074 1,049
Deposits agains t equipment purchase co ntrac ts ......................... 30,000

31,074
30,000
31,049

OPERATING PROPERTY AND EQUIPMENT (stated at cost):
Flight equipment .......................................................................... 2,289,644 2^41,477

Less—Reserves for depreciation and maintenance (Note 1) . . 968,853
1,320,791

545,302
1,696,175

Ground proper ty and eq uip men t.................................................. 439,587 419,814
Less—Reserves for depreciation (Note 1 ) ................................

Operating property and equipment , less reserves

276,299
163,288

237,164
182,350

for depreciation and m ain ten ance .................... 1,484,079 1,878,525

NON-OPERATING PROPERTY AND EQUIPMENT (stated a t c ost ):
Flight equipment .......................................................................... 2,000 71,486

Less—Reserves for depre cia tio n................................................
Non-operating property  and equipment,

342 16,566

less reserves for de prec ia tion ...........................

DEFERRED CHARGES:

1,658 54,920

Developmental and pre-operating costs (Note 3) .................... 392,539 345,266
Unamortized expense on d e b t ...................................................... 22,710 25,097
Other deferred ch ar ges ................................................................. 24,974

410,223
13,468

383,831
Total as se ts ............................................................. >3,632,131 >4,143,952

12
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December 31 , 1960 and 19 59

L IA B IL IT IE S

CURRENT LIABILITIES:

Long-term debt due within one y e a r ................................................
Accounts pay able—g e n e ra l........................................................ .... ..
Collec tions as  agen t:

T ra ff ic ................................................................................................
Other ................................................................................................

Accrued personnel co mpe ns ati on .....................................................
Accrued vacation li ab il it y .................................................................
Accrued Fed era l income ta x e s ..........................................................
Other accru ed ta x e s .............................................................................
Other current li ab il it ie s......................................................................

Total  current li ab il it ie s............................................

LONG-TERM DEBT, less portion included in current liab ilit ies:
Notes payable  to banks , 5(4% , due in instal lments to May 21, 

1963 (Note 5 ) .................................................................................

DEFERRED CREDITS:
Deferred Fed era l income t ax e s ..........................................................

S T O C K H O L D E R S ' E Q U IT Y

CAPITAL STOCK, pa r value $1.00  per sha re:
Share s au th or ized ......................................
Share s reserved pursuant  to Emp loyees’

1 0 6 0 1 0 6 0

300 ,000 300 ,000

10,500 16,800
243 ,400 213,1 00

CAPITAL PAID-IN, in excess  of p ar value of  ca pital stock . . .

RETAINED EARNING S—per statements herewith (Note 5)  . .

Total stockhold ers’ e q u it y ........................

Total liabiliti es and stockholder s’ equity

The accompanying notes are an integral part of  these statements.

1 0 6 0

210,527
174,496

8,335
36,186
46,1 08
65,631

4,717
9.207

555 ,507

298 ,245

141,632

213 ,400

1,968,925

424 ,422

2,636,747

$3,6,32,131

1 0 6 0

$ 210,527 
256,682

9,854
29,019
34,106
53,733

206 ,975
10,121

2,301
813 ,348

508,771

113,960

213 ,400

1,968,925

495 ,548

2,707,873

>4,143,952
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N E W  Y O R K  A IR W A Y S , IN C .

STATEMENTS OF INCO ME AND RET AINED EAR NIN GS
For the years ended  December 31, 19 60  and 1959

OPERATING REVENUES:
Tr an sp or t rev enues:

Pa ssenge r ............................ ................................................................
Un ite d State s m a i l .............................. ...............................................
E x p re ss ..................................................................................................
Fr eigh t ..................................................................................................
Non-s chedule d s e rv ic e s ....................................................................
Ot he r tr an sp or t re v en u es ..................................................................

Non -t rans po rt  rev enu es:
Fe de ra l s ub sid y (Note 2 ) .................................................................
Incide ntal  revenues—ne t ..................................................................

To tal  op erat ing re v en u es ...........................................

OPERATING EXPENSES:
Flyin g o p e ra ti o n s ...............’..................................................................
M a in te n an ce .............................................................................................
Ge ne ra l s erv ice s a nd  adm in is tr a ti on ...................................................
Am or tiz at ion—dev elo pm ental  a nd  pre -o pe ra tin g c o s ts ..................
Dep recia tio n—flight e q u ip m e n t..........................................................
De prec iat ion—groun d prop er ty  an d e q u ip m e n t............................

To tal  op erat ing ex p en se s ...........................................
Net  operat ing inco me  ( lo s s ) ......................................

NON -OP ERA TIN G INCOME AND (EXPE NSE)-NET :
In ter es t in c o m e ........................................................................................
In ter es t expense ......................................................................................
Ot he r no n-op erati ng  income an d (e xp en se )—n e t ..........................

To tal  non-opera tin g inc om e an d (e xp en se )—n e t. . 
Net inco me (lo ss ) be for e Fe de ra l inc om e tax . . .

FEDERAL INCOME TA X-(Car ry -b ac k cr ed it  in 1960) .......................
NET INCOM E (LOSS) FOR Y E A R ................

SPECIAL ITEMS -  Ad di tio na l assessment ol  New Yo rk  Ci ty gro ss
rec eipts tax  (n et  of  Fe deral  income tax,  $ 1 2 ,0 3 6 .) ............................

NET INCOME (LOSS) FOR YEAR an d special item s

RETAINED EA RN IN GS -a t be gin ning  of  y e a r ........................................

Re tained ea rn in gs  at  en d of  yea r — per  Balance 
She ets  h e re w it h .......................................................

The accompanying notes are an integral part ol these statements.

$1 ,03 9,7 32
56,71 3
38,54 0
40,82 8
56 ,78 4

5,1 90

2,210,65 7
2,232

3,480,6 76

80 6,83 0
97 0,2 08

1,2 08,395
50,423

■163,107
5-1.263

3,553,5 28
(72,85 2)

16,2 28
(39,7 60 )
(1 2,5 781
(3 6. 11 0) 

(1 08 ,96 2)

(4 8, 91 6)
(60,01 6)

(1 1.11 0) 
(71,12 6)  

49 5,5 48

$ 424,4 22

$ 856 ,982 
48,883 

26,17 6 
39,1314 

62,10 6 
5,36 3

2,242,35 5
48,157

3,329,33 6

825,066

813,3 52
1,092,013

40 ,61 0
429,4 66

61,74 6
3,2 62,283

67,053

17,865
(50 ,80 6)

6.832
(2 6, 10 9)
•10,911

15,791
25,153

25,153

470,3 95

$ 495 ,548
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NOTES RELATING TO FINANCIAL STATEMENTS

1. The Uniform System of Accounts for Ai r Carriers,  prescribed 
by the Civil Aeronautics Board, has been followed generally in 
the Company's accounts and in the financial statements  herewith 
and reserves for depreciation  have been provided at rates which 
are used for mail rate purposes by the Board.

The amounts set forth on the usual historical  accounting basis 
which has been followed are not intended to represent present or 
future values.

2. Revenue classified as Federal subsidy is reflected herein, for 
the period from January  1, 1959 to March 31, 1960, on the basis 
of final rates  which were in effect dur ing that  period. Such 
revenue for the period from April 1, 1960 to December 31, 1960 
is based on temporary rates  set forth in Civil Aeronautics Board 
orders. These temporary rates  serve only as an interim basis of 
payment, until such time as final rates are fixed, and amounts so 
received are subject to retroactive adjustment upon the fixing 
of final rates. Additional comment regarding revenue from Fed­
eral subsidy is given on page 6 of the Pres ident’s letter. Revenue 
for the transportation of United States  mail, as stated, is not 
expected to be affected by future orders of the Board.

3. The deferred charges, at December 31, 1960, described in the 
balance sheet herewith as “Developmental and pre-operating 
costs” represent  (a)  developmental, training  and other costs 
incurred  in connection with the introduction into service, in 
1958, of 5 Vertol V-44B helicopters less amortization provided 
on the basis of writing off these costs over a period of 5 years 
from July 1, 1958; (b) developmental, train ing and other costs 
incurred  in connection with the planned  introduction into serv­
ice, in 1961, of Boeing Vertol 107 helicopters ; (c) expenses 
incurred  in connection with future aircraf t and route develop­
ment ; (d)  expenses incur red with respect to the Company's 
application for renewal of its Certificate of Public Convenience 
and Necessity less amortization provided on the basis of writing 
off these costs over a period of 7 years from May 16, 1960, to 
coincide with the term of the renewed certificate; and (e)  un­
amortized costs and expenses incurred during the Company's 
pre-operating period for a  route not yet activated.

♦. Under an Employees* Stock Option Plan, adopted by the 
Board of Directors of the Company and approved by the stock­
holders in 1959, options  have been granted to 7 persona to pur ­
chase an aggrega te of 13,800 sha res of Capital Stock a t a price 
of $11.87V6 per share. The options granted under this plan are 
exercisable during the 5 year period beginning April 4, 1960. 
During 1960 an option for 3,300 shares  lapsed due to the resig­
nation of one person. At December 31, 1960 no options have 
been exercised under this plan.

9. Notes payable to the  Hanover Bank, Federat ion Bank & Trust  
Company and United States Trust Company of New York are 
secured by a chattel mortgage on the Company's five Vertol 
helicopters and accessory equipment and are guaran teed by the 
Civil Aeronautics Board to the extent of 90% of the unpaid 
principal amount. The credit agreement covering the notes pay­
able provides, among other  things, (1) for maintenance by 
the Company of working capital of not less than the greater of 
$700,000 or 25% of 12 months* cash operat ing expenses (as 
defined) ; (2) for the maintenance by the Company of an excess 
of tang ible assets over total liabil ities of at least $2,000,000; and 
(3) for certain restrictions upon cash dividends and acquisitions 
or retirem ents of the Company’s Capital Stock. As a result of 
the foregoing provision approximate ly $320,000 of retained 
earnings at December 31, 1960 was so restricted.

6 . On January 18, 1961 the Company entered into an agreement 
(superseding the agreement of January 12, 1960) with Boeing 
Airplane Company, Vertol Division to purchase five dual-engine, 
tandem rotor Boeing Vertol 107 helicopters, spare engines, spare 
parts  and ground  support  equipment. The price  for these air ­
craft  and relate d equipment  is approximate ly $4,350,000 subject 
to certain adjus tments . It is antic ipated that the helicopters will 
be delivered durin g the period July-September, 1961. The agree­
ment also includes  options to acquire addit ional helicopters. 
Payment  for the new equipment is to be made in part by sale or 
trade-in to the Vertol Division of Boeing Airplane Company of 
the 5 Vertol V-44B helicopters and spare parts  which the Com­
pany now owns and the remainder is to be paid in cash. To 
obtain  the requ ired cash the Company now p lans to ente r into 
a credi t agreement with the Hanover Bank, Federation Bank & 
Trus t Company and United States Trust Company of New York, 
unde r which amounts not in excess of $3,800,000 may be bor ­
rowed on notes secured by a chatte l mortgage on the new flight 
equipment  to be acquired by the Company. These notes would 
be payable in 72 consecutive monthly installments, with interest  
at 5.3375% per annum from which the lending  banks will be 
requi red to remit 3375% to the Civil Aeronautics Board as a 
guarantee fee. The effectiveness of the purchase agreement and 
the credit agreement is subject to ac tion by the Civil Aeronautics 
Board guaranteeing 90% of the loan, although an order granting 
such guaran tee has not been issued the Board has announced 
approval in principle of the Company’s applica tion in its press 
release dated Janu ary 31, 1961.

At December 31, 1960 management is of the  opinion tha t other 
known contingen t liabi lities not covered by insurance will not 
be such as to change materially the Company’s financial position.

15
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L ybrand , Ross  B ros . EL M ontgomery
C e r t if ie d  Pu b l ic  A c c o u n t a n t s

To th e  B oard of D ire cto rs, 
New York Airways, Inc .

We have exam ined the Balanc e Sheets of New York  Airw ays, Inc., as at 
Decem ber 31,  1960  and Decem ber 31, 195 9 and the rela ted Statements of 
Income and Reta ined Earnings  for  the year s then ended. Our examination 
was made in acco rdance with generally accepted auditing stan dard s, and 
accordingly included such tests of the accounting records and such other 
auditin g procedures  as we considered  ne cessa ry  in the cir cu msta nces ; 
although it was  not p ract icab le to obtain confirmation of the balances  receiv­
able  from the United States government, we reviewed and tested ava ilab le 
records to sat isfy ourselves that such balances  were fa irl y stated.

Subject to the determination  of the amount of Federal  subs idy for the 
period Apr il 1, 196 0 to December 31, 1960, with regard  to which informa­
tion is presented in Note 2 of Notes Relat ing to Fin anc ial  Statements, in our 
opinion,th e accompanying Balanc e Sheets and Statements of Income and 
Retained Earnings present fai rly  the financial  posit ion of New Y ork Airw ays, 
Inc., as  at December 31,  1960  and December 31,  1959  and the resul ts of its 
operations for the yea rs then ended , in conformity  with general ly accepted  
accounting principles app lied  on a consistent basis  for the two years.

L ybrand , R oss B ros. & M ontgomery

New York, March  31 ,1 96 1.
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T andem  R otor

Mr. Cummings. Maybe you would like to have one or two to look at 
righ t this minute.

Senator Magnuson. All right. You can leave copies here with the 
committee.

Mr. Cummings. Also, in view of Senator Al lott’s question as to how 
the tandem rotor works, I  have in my hand a thing you might be in ­
terested in which shows how the tandem rudde r is tied and where the 
two engines are going. This [indica ting] is the Boeing airplane 
which you see-----

Senator A llott. Both engines are on one end.
Mr. Cummings. Yes, s ir; and they are tied into the forward rotor 

system by a drive shaft going across the top of the  cabin here. This 
is the 25-passenger macliine, c ruising at 155 miles an hour, which 
we have committed to Boeing to purchase subject to the approval of 
the Civil Aeronautics Board.

Senator Monroney. Is that turbine?
Mr. Cummings. Yes, sir. It  is the same powerplant tha t is used 

in the Sikorsky S-61.
Senator Magnuson. All right.  You can proceed with your state­

ment.
Mr. Cummings. All right.
My name is Rober t L. Cummings, Jr . I am president of the New 

York Airways, the certificated helicopter operator in the New York 
area.

House Action

This memorandum is addressed to the principal questions New 
York Airways believes are raised by the recent House action propos­
ing that  fiscal 1962 subsidies for the three  helicopter car riers (operat­
ing at  New York, Los Angeles, and Chicago) be limited to $5 million 
and tha t no further subsidies be appropriated  thereafter .

We submit tha t adoption by the Congress of such a course would 
necessarily result in terminating the entire Helicopter -VTOL air 
transpor t program. Among other things, this action would make 
it impossible for the helicopter carriers  to carry out the ir commit­
ments for the long-anticipated conversion to the new multiturbine 
flight equipment scheduled for  initial  delivery this  summer.

In other words, the salient question is not the amount of the ap­
propriation for any particular  carrier or any particular year, but 
whether the Helicopter-VTOL program should be continued a t all— 
or whether it should now be abandoned despite the time, effort and 
money already invested by the Federal and local governments in 
bringing this type of service to the very threshold of maturity.

New York Airw ay s Contract

New York Airways has contracted with the  Boeing Co. to purchase 
an initial fleet of five Boeing V-107 twin-turbine, 25-passenger heli­
copters to replace its present fleet of five Vertol 44B single-piston- 
engine, 15-passenger helicopters. This new equipment represents the 
most important advance which has ever been made in this field. It  
will enable us to effect a major revolution in both the  operational and 
the economic aspects of this type of air transportation.
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SPEED INCREA SE

In more specific term s, the block -to-block speed  of the  new ai rc ra ft  
will be increased 84 perc ent  over the  old;  ava ilab le cabin load will be 
increased by 92 pe rcen t; th e new ai rc ra ft  will be capab le of conti nued 
flight in the  event of an engine fai lur e— which, of  course, the  o ld ai r­
cra ft are  not—and, as a resu lt of the  increased power and  the  in st ru ­
men t flig ht capabil ity , the  rel iab ilit y of our schedules will be sign if­
icantly  increased .

W ith  these imp roveme nts now avail able  we believe th at  con tinuance 
of ope rat ions with the  pre sen t sing le-engine ai rc ra ft  (a  typ e of  op­
era tion which has  not  been co nduc ted in a ny o the r br anch o f scheduled 
ai r tra ns po rta tio n for many yea rs)  is plain ly and  simply out of  the  
quest ion.

To be sure , the conversion to turb ine pow er will requir e an ini tia l 
subs idy increase. Th is is due to in tro ducto ry costs , the  addit ion al cap­
ital investm ent  being made in t his  equipm ent  by  New Yor k Air ways,  
and  the tra ns ition  per iod  require d fo r the  gro wth of  the  traffic  to 
match pace wi th the  sub stantial increase  in pas senger  cap aci ty (a p­
pro xim ate ly 400 pe rce nt)  provided by th e new ai rc ra ft.

SUBSIDY REDUCTIONS

How ever , af te r the  int rod uctory per iod , th is program  will enable 
sharp  sub sidy  re ductions which  cou ld not be achieved in any othe r way. 
Fo r exam ple, the piston-pow ered  V-44B hel icopters now being op­
era ted  by New York Airwa ys require subsidy  of appro xim ate ly 43 
cents  pe r ava ilab le seat -mile even at  a reve nue passenger  load  factor  
of 53 percent.

Sena tor  Allott. I s th at  wh at you a re o pe ra tin g a t now ?
Mr. Cummings . Yes, sir.  Tha t ac tua lly  is the figure for the year 

1960, c ale ndar year .
On the  oth er hand , at the  same load  fac tor , the  new mult itu rbine 

Boeing V-107's  will req uir e subsidy of sli gh tly  less tha n 9 c ents  per  
ava ilab le seat-mile .

PRE SEN T REVENUE INC REASE  LIM ITED

Since the  lim ited  cap aci ty of the  ex ist ing  equ ipm ent  has  alread y 
been sa tur ate d by the  public  demand, the  pre sen t fleet is incapab le of 
rea liz ing  any signif icant increase  in non subsidy  revenues. As a 
result , even if revenue passenger  load fac tor s of 100 perce nt could  be 
real ized  day in and day  out , New York Ai rw ays’ pres ent  fleet would 
stil l requi re ann ual  subsidy a pp roac hing $2 mill ion.

As aga ins t thi s, the  increased cap aci ty of the  new equ ipm ent  will  
enab le New Yo rk Airways  to pro vide increased service responding  
to the  g row th of the  public  demand.  In  th is  w ay, we will be able  to 
ea rn progressiv ely  inc reasing passenger revenues which will serve  to 
reduce ou r subsidy requi rements .

FORECASTS ON SUBSIDY

Ou r fore cas ts ind ica te th at  af te r a 2-y ear  int roducto ry per iod  the 
subs idy requirement s of  the  ini tia l fleet of  new ai rc ra ft  will be less 
than  the  requir ement  fo r our  pre sen t equ ipm ent . Th ere aft er,  as the  
traffic develops,  the subsidy  curve  will  con tinu e dow nward with the
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res ult  th at  when load  factors of the  or de r of 60 percen t are  being 
realize d, the  subsidy  req uir ement  of the  new fleet will  be about ha lf 
of the  present level.

St ill  more dram atic subsidy  reduct ion will be made possible as a ir ­
cr af t are added to the in itial fleet. As previo usly ind ica ted , the  eco­
nomic chara cte ris tics of the  presen t equ ipm ent are  such th at  even 
tho ugh increased service is req uir ed by the  publi c dem and , it cannot  
be provided  wi tho ut c on tin uin g subsidy increases.

How ever , the  new equ ipm ent  will reve rse th is previo usly un favo r­
able  relation between subsidy  req uirements and serv ice volume with 
the result  that , as addit ion s are  made to the  basic  fleet, each new ai r­
cr af t will be capable of ea rn ing comm ercia l reve nues s ubsta nti ally in 
excess of the  add ed costs invo lved  and will thus  res ul t in fu rthe r 
subsidy  reductions.

Thus,  a fleet of  7 o f t he new ai rc ra ft,  o pe ra tin g at  a 60-percent load 
fac tor , will be able to break even witho ut sub sidy—which would the n 
be required only  to cover re tu rn  on the ca rr ie r’s inves tme nt and  Fe d­
era l income taxe s—an d a fleet  of  10, ope ra tin g at the same load fac tor , 
would not  require  any  sub sidy  a t all.

TIME ELE MENT

To be sure,  the  exa ct tim ing of these  developments cannot be pr e­
dic ted  now, b ut  will nece ssar ily depend upo n the  g rowt h of  the traffic.  
How ever, the  sign ific ant  c ons ideration is th at  the  new equ ipm ent  h as 
th is  very  real  po ten tia l fo r subs idy red uct ion  whereas the exist ing  
equ ipm ent  does not.

We the ref ore res pectfully submit  th at  since  thes e opera tions have  
now fo r the first time reached the point  where subsidy can lie reduced, 
while at the  same tim e expand ing  and  im prov ing  the  public  service, 
the imposit ion of res tri ctions, making it impossible to real ize on th is 
po ten tia l, would be most ino pportune—a nd indeed  was tefu l of  the  
sub sta nti al Government  as well as p riv ate  investm ent  alread y made in 
these services.

Needless to say there  is and  can lie no disagreem ent  with the basic 
pr inc iple of  subsidy  lim ita tion. How ever, we res pectfully subm it 
th at  it is not feas ible  to accomplish th is obje ctive th roug h the  type of 
fixed lim ita tions  pr oposed by the House . For  t his  w ould  make it  im­
poss ible fo r New Yo rk Airways  and  the  othe r hel ico pte r ca rriers  to 
ca rry out th ei r mult itu rb ine tra ns ition  pro gra ms . Since  one of  the  
pr incipa l effects of these pro gra ms  will be to enable ord erly subsidy  
red uction, the  a pplication  of fixed ce iling s would in fac t fru st ra te  t he 
very pur pose they are  in tended  to serve.

Se na tor  Magnuson. Any que stions ?

FARE FROM IDLEWILD TO NEW  YORK

Se na tor  Allott. I have one. W ha t is your  fa re  from Idlewild  
dow ntown to New Y ork , an d w here  in New Yo rk ?

Mr. Cummings. We  have a heliport  at  the  foot of Wa ll Str eet. 
Th e far e is $7, includ ing  Governmen t ta x.

Se na tor  A llott. Th is may  sound v ery  funn y because I suspect th at  
I hav e traveled  the  air lin es in the  las t 20 years  as much  as anyb ody.
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How would I go abo ut ge tti ng  your  service in New Yo rk?  And  I 
will say the same th in g to  the Chicago  people .

Mr. Cummings. We have not spent any app rec iab le money at  all 
on adver tis ing . The pub lic dem and  generated  by the  mere  exis tence  
of  hel icopters in the  area  has  gener ated enough  business so th at  we 
have h ad full cap aci ties on  most of  the schedule s the peop le are  rea lly  
intere sted in. A t Id lew ild  or New Yo rk In te rn at iona l A irpo rt  we 
have a bus serv ice which we have to run  because,  as you know, t ha t ai r­
po rt is a—each  of  the  pr inc ipal air lin es  has  a ma jor  ter mi na l on a 
circ le o r a  th ing almost like a ci rcle about 2 m iles rou nd in cir cu mfer­
ence. We  have  an arr angeme nt the re wi th Am erican  Airlin es fo r a 
ga te pos ition at th ei r ter mi na l and  office fac ilit ies  fo r ju st a traffic  
cle rk and  a mechanic , and  we have  the bus service going  aro un d to 
pick up people  who have ind ica ted  t ha t the y wa nt to  fly with us.

Our  best salesm en are  act ua lly  the  cle rks  and traffic clerks of  the  
othe r airl ines . We  have  made a grea t effo rt to  br ief  them and  keep 
them fully  b rie fed  as t o ou r plans and  pro gre ss and  schedule changes 
at  a ll times.

Fo r exam ple,  on Pan-A me rican , on Am erican , most of  the foreig n- 
flag ca rriers , Bran iff , and so fo rth , when you find you are lan ding  
at  New York, in addit ion  to ann ouncing bus service and ava ilable  
tax is,  and so fo rth , they usually  announce us, too. So th at  is the  
way we have done this.

JO IN T FARE ARRA NGEM ENTS

We ha ve joint fa re  a rra ngem ents with 21 c ar rie rs  in  the  New York 
area  which pro vid es a red uction to the  pas sen ger  over and above 
what he could get  if he bought  the  tic ke t di rec tly  from  us. For  ex ­
ample , i f you are  in Denve r and  you are  bu yin g a tick et on U ni ted -----

Se na tor  Magnuson. Le t me ask th is : Su pp os ing I leave here and  
buy  my tick et via hel ico pte r to the  foot of  W all  Street . I pay you 
less than  if I got off the  plane in Id lew ild  and went up  and  ju st  
bou ght a  st ra ig ht  ticket .

Mr. Cumm ings. No, si r. The range— th is  has  to  be  beyond an 800- 
or  900-mile range.  It  dep end s upon the  air lin e. They can’t afford 
to absorb the  diffe rence in ou r fa re  which wou ld be involved.

Se na tor  Magnuson. Let ’s say I go fro m Se att le and I wa nt to be 
down the re.

Mr.  Cumm ings . Yes, sir . You can  do it .
Se na tor  Magnuson. I pay less fo r th at  he licopter  service than  if 

I wen t to New Yo rk and go t off the  air plan e and bought a separat e 
tic ke t ?

Mr. Cumm ings . Th at  is righ t.
Se na tor  Magnuson. An d you say the  air lin e absorbs th at  cost?
Mr.  C umm ings . That  is rig ht .
Se na tor  Magnuson. To get me where I  want  to  go.
Mr. Cummings . New Yo rk Airways  g ets  wi thi n abo ut 5 o r 6 cents 

of  ou r st an da rd  fare.
Se na tor  Magnuson. They pay  you.
Mr.  C umm ings . Yes, s ir.
Se na tor  Magnuson. They pay  you extr a.
Mr.  C ummings . Yes, sir.  We get our ------
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Sena tor  Magnuson. So yo ur  gross revenue is the same no mat ter 
whether I buy a ticket in Se att le fo r yo ur  line  o r wh eth er 1 buy the  
ticket at  Idl ew ild  ?

Mr. Cummings . Tha t is rig ht . W ith in  4 or 5 cents,  Senator.
DET ERM ININ G RATE OF FARE

Senator  A llott. Now , the  a mo un t th ey p ay you,  is th at  determ ine d 
by the leng th o f the fl igh t into th e area  ?

Mr. C ummings. To a degree.
Senator  Allott. Or  is it  a fixed one?  For  example, would it  be 

the  same from Sea ttle as it  would be from  De nve r ?
Mr. Cummings. Not  necessar ily. I t is rel ate d to the  len gth  of  the  

flight and it  is a st ra ig ht  ra te  prorated , is wha t it am ounts  to.
Senator  Allott. You pe rhaps th ink th is  is a facetio us question I 

asked.
Mr. C umm ings. No, sir.
Senator  A llott. I t isn’t because on two occasions , one in Chicago , 

one in New York,  wi thin the  la st 2 ye ars  I wan ted  to use a hel icopter 
service very  badly  and af te r bang ing  on cou nters and  ask ing  every ­
body I could  find who was aro und, I fina lly said, “W ell, I will go by 
cab and let i t go a t tha t.”

Mr. Cumm ings. No. I don’t th ink it  is a facetio us ques tion .
Senator  Allott. So it is not a facetio us ques tion in any  sense, and

1 am inte rested in connection wi th our 53-p ercent load  fac tor , maybe 
a sell ing job  could be done  on some of these air lines where the y are  
sell ing tick ets  to  these three  citie s to say,  “Do you want hel ico pte r 
service at the  othe r end?” In  the case of  Anaheim, it will cost  you 
$2 ext ra.  You couldn ’t do it f or  $2 in a car.

LOAD FACTOR

Mr. Cumm ings. Well , the  53-perce nt load factor  I  re fe rre d to is on 
the  basis of  24 hours  a d ay and  includes c arg o cap aci ty,  a nd so forth . 
Th e actual  passenger  load factor  at the time s we ca rry  passengers,  
and  we don’t c arry  them a ll n ight  because of the  cost o f an ex tra  shi ft,  
is over  60 percent  and  on most  of the  flig hts  that  people rea lly  want 
to take? say from 8 o’clock in the mo rning un til  10 and  from  about
2 or  3 in the aft ern oon to 8 in the  eve ning, these flights are  sold out  
way in advance. Sold  out. For  ins tance, righ t now I th ink if  you 
tri ed  to ge t yo ur  space on one of  o ur  m achines say at 4 o’clock in the  
aftern oon any  day nex t week, you would have trouble  g et tin g a res er­
vat ion , bu t you would stil l ge t a seat because of the  “ no-show” prob ­
lem which we suffer f rom a gr eat  deal.

RESERVATIO NS

We have the  re lat ion s, f or  in stan ce, wi th Northw est Ai rlin es coming 
into Seatt le. Th ey  make  c onn ect ing  space reserv atio ns on our lit tle  
air lin e and  sometimes they are  late , somet imes they  are  early , in 
which case it  ru ins  o ur reserv atio n system, but we don't  hav e a ny con­
tro l over t ha t at  th e moment.

One o f the th ings  we will accompl ish wi th the  new equ ipm ent , be­
cause it is twic e as fas t, we will  be able  to increase ou r frequencies. 
Inste ad  of  ru nn ing once e very  50 m inutes , we will run every 25 min-
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utes. So tha t that “no-show” problem will tend to collapse and we 
may be able to get away without any reservation at all except on a 
premium basis. This is one thin g we intend to attempt.

ST A TI O NS

Senator Allott. Do you have any stat ions in New York other than 
Wall Stre et?

Mr. Cummings. We have a station which is active only at night for 
mail purposes.

Senator Allott. I mean passengers.
Mr. Cummings. We have none at  the moment, but we have one well 

advanced and actually under construction a t the top of the new build­
ing at the Grand Central area known as the Pan-American Building. 
All indications are tha t we should do a great business there.

We also have coming along the so-called New York World’s Fai r, 
with all due respect to Seattle. New York is having trouble gettin g 
themselves designated as a world’s fair. Seattle has preempted that.

Senator Magnuson. They lost out.
Mr. Cummings. They lost out, but t hat  should generate a great deal 

of business for us.
The Wall Street heliport we have not lifted a finger to advertise. 

Because of the weather conditions, the  single-engine problem we were 
going to have, the Port  of New York Authority spent a good deal of 
money developing this thing  and we had to go in, even though we are 
taking  about 1,000 passengers a month out of there.

Senator Magnuson. Do you have it between airports, LaGuardia 
and Idlewild, too?

Mr. Cummings. Yes, sir.
Senator Magnuson. That  is very important.
Mr. Cummings. Yes, sir, tha t is.
Senator Allott. Also over to Newark.
Mr. Cummings. Newark, tha t is rig ht. And we also have heliports 

in Bridge port, Stamford, Westchester. We had one tha t has been 
inactive fo r a while in Trenton, one t hat  has never been active in Pa t­
erson, which was built with m atching funds of the development pr o­
gram—I haven’t got the righ t name, but Senator Monroney knows 
what I am t alking about. We will be able to use at least the one in 
Paterson only when we have the extra engine and when an engine fails, 
we will be able to continue on in flight.

Senator Allott. Where is yours  downtown in Chicago?
Mr. Moore. Our downtown terminal is located at Mission Field, 

which is a small ai rstrip.
Senator A llott. Out on the shore ?
Mr. Moore. Yes. Right  out near Soldiers  Field.
Senator Magnuson. All right . Thank you very much.

W H IT E  PLA IN  8-BR IIX3EP ORT RU N

Senator  Monroney . May I ask one question? Does the White 
Plains- Stamford-Bridgep ort run yield as much revenue per mile as 
the other more concentrated runs ?

Mr. Cummings. No, sir.
Senator Monroney . H ow  often would you fly tha t schedule?
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Mr. Cummings. Th is is par t of the  prob lem.  We have done ou r 
level best to keep the  a mo unt of  subsidy down . We  have focused on 
the  high-y ield  areas. We cha rge,  for example, a far e between La­
Gu ardia  and  New ark about 56 cents  a seat  mile. Th is is a 17-mile 
run . Th at is qu ite expensive . We cha rge  going up  to Stam ford  $10.

Senator  Monroney. Rough ly what would  th at  be ?
Mr. C ummings. A $9 fare .
Senator  Monroney. It  wo uld n't  be as much as a cab out the re,  

would it?
Mr.  Cummings. No.
Senator Monroney. $4 ou t to—from dow ntown New York uptown .

LA GUARDIA AND NE WA RK

Mr. Cummings. On that  pa rti cu lar run between La Gu ardia  and 
New ark,  we are advised  th at  the  cabs no lon ger  do very  much busi­
ness except when someone conies in like Sena tor  Al lot t and  is unable 
to find us. Ou r life  has been complicated  by a bus system at  Idl ewild . 
I t has  been ter rib ly  com plicated —if  any  one of you has  been at La  
Gu ard ia Field —by the  need  to run a bus  system t here.  If  you come in 
on Northeas t and you wa nt  to go out on Am eric an,  it is a 20-minute  
walk  at least th roug h all sor ts of con struct ion , but thi s ought to be 
cure d in a year or so, and  we have an arr an ge me nt  the re also wi th 
Am erican whereby we will have an inside gate pos ition  in thei r te r­
min al, and th at  is rig ht  in the  center of the new con struction. So 
at  thi s pa rti cu lar time, bu t for the  problem s we a re here  confr on tin g 
which are v ita l, we face  a very opt imistic  futu re.

EFFECT OF HO US E ACTION

We  really do. Bu t in closing, I shou ld ju st  like  to say that  under 
the  res tric tions of the  House bill, both  financial and wording wise, we 
would have no choice in ou r best judgment  but to wind  up our affa irs, 
and  from a p atrio tic  po int of  view as  well as an ext rem ely  selfish poin t 
of  view, I think  th at  would be very un fo rtu na te  at thi s time.

Here we are  jus t on the  verg e of moving fo rw ard on som ething we 
have coun ted on fo r yea rs, and  fo r which the Governme nt, the  Civi l 
Aeron aut ics  Board , the  House  and the  Sen ate,  rea lly  have  been sub ­
sid izing us. He re we a re on the  verge of rea liz ing  it, and  then to be 
cut  off, tha t is th e issue.

MA IL PA YM EN TS

Senator  Monroney. In  your financial sta tem ent you show th at  you 
receive  small amoun ts fo r actual ly ca rry ing mai l. The res t of  it is 
cha rged up to flat subsidy , isn’t it?

Mr. Cumm ings. Yes, sir.
Senator  Monroney. Yo ur figures  and  the figures of  the  Chic ago 

company, showed that only  a small fra ction  of  the  airma il pos tage 
went to  pay the  cost of your  service in the  h igh ly congested area .

Mr. Cummings. Well, we ge t p aid  a ra te  agreed upon, I guess upon 
the in itia tive o f the  Po st Office, and s ubje ct to the app rov al of the  Civ il 
Aeron aut ics  Board  at $2.58 a ton-mi le for  ca rrying  mail .

Senator  Monroney. $2.58 a ton-mile .
Mr. Cummings. Yes, si r. Now, at ni gh t we do the  same th ing th at  

Los Angeles and Chicago  do. We all do  the  same th ing from t he  po int
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of view of carrying mail. Frequently it is a one-way trip. You carry 
it 75 percent full one way and empty back, and the reverse may be in 
the morning, coming in with mail downtown. I t is not an efficient 
operation as it now is operated, but i t is asserted by the Post Office to 
be extremely helpful. I can’t speak for  the Post Office, but they have 
told me that time and time again.

Senator Monroney . Certainly tha t is not anywhere near a subsi­
dized rate. For  the short haul I imagine La Guardia is about 10 
miles from the landing field downtown. Tha t would only be $25.80 
for a ton.

Mr. Cummings. That  is right.
Senator Monroney . Going in. And you have probably not over 100 

pounds of mail.
Mr. Cummings. Tha t is right.
Senator Monroney . So on a trip  like tha t you would be getting  

maybe less than $5 or $10 a trip  out of your mail.
Mr. Cummings. Tha t is right.
Senator Monroney . I th ink th is is where the subsidy thing  is rather 

misleading. This is highly important fo r speeding up deliveries. It  
permits a la ter mailing in New York to still get the mail on a plane 
tha t will get out much earlier.

Senator Magnuson. I s that  comparable in Los Angeles and 
Chicago ?

Mr. Belinn. It  is in Los Angeles, sir, plus the fact  that  the environs, 
as far  as San Bernard ino and the suburban areas, they enjoy the 
same closing time as the city of Los Angeles does, and I am sure 
this pertains in other places.

PRICE PER TO N-MI LE

Senator Magnuson. No. I meant the amount. How much do you 
get a ton-mile?

Mr. Belinn. The formula  is identical, $2.58.
Senator Monroney . W hat would be your average flight?
Senator Magnuson. Chicago, too ? Is that the same ?
Mr. Moore. Yes.
Senator Monroney . The average flight? And what would be the 

weight and mail on your flights?
Mr. Belinn. As far  as we are concerned, we are very substantial 

mail carriers.
Senator Monroney . You run a special section. You don’t tend to 

intermix i t too much with your-----
Mr. Belinn. Yes, we do. We mix mail, passengers, and express. 

All our equipment is convertible. We have had the fortune of being 
able to carry mail in one direction and passengers in the other by 
use of the bench type of interior which we have pulled up or down 
so tha t inasmuch as passengers go in reverse direction from mail-----

CAPACITY LIFT

Senator Monroney . What would your lif t be, not much more than 
a ton if you used the whole capacity ?

Mr. Belinn. Less than a ton in our case.

71036 0 —61-----58
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Senator  Monroney. Less than a ton in total. If  you carry any 
passengers at all, you would be carryin g less than 500 pounds of 
mail, less than-----

Mr. Belinn. For example, in our rooftop, speaking fo r Los Angeles, 
it is entirely mail, running  up as high as 1,500 pounds, but so many 
suburban communities where you don’t have those heavy mail loads, 
we just mix the mail, passengers, and express and we will continue to 
do tha t with the new equipment but in much greate r quantities.

Senator Magnuson. Thank you, Mr. Cummings.
Mr. Cummings. If  I might just  call attention to one o ther thing, 

if you don’t mind, Senator Magnuson, on this  chart  tha t I gave you, 
on this configuration, we have a compartment back here  which slides 
out and slides in for c arrying the mail and cargo and baggage which 
should greatly accelerate our ability to handle mail, and we ought 
to do better, but as Senator Monroney says, it  is still a losing: 
proposition.

NO ISE  FACTOR

Senator Magnuson. Let me ask something about the new one. Is 
the noise factor worse or better than  the old ones ?

Mr. Cummings. It  is immeasurably better. For  example, the tu r­
bine engine itself is much quieter but the decibel rating , we have done 
a lot of studying on that,  is about half what it is in the present equip­
ment with the piston engine. The noise you hear is the blade-type 
noise and something is being done about configurations on the tip of 
it, and little baffles on it to fill in the gap which is the  noise. I don’t 
understand these things, but I have ju st been told that as recently as 
yesterday.

Senator  Magnuson. But you would say generally the noise is less 
in the new machines.

Mr. Cummings. It  depends on what kind of a standard, all these 
decibels, and so forth, tha t you have to think about it to hear it. I 
have had it in my backyard at home and you don’t know it is coming 
in, whereas the other one, even the l ittle bells, you know, the bubbles 
tha t fly around, you can hear them and you can’t hear anything else. 
This is immeasurably better.

Senator Magnuson. Thank you very much.

THERRY ROTODYNE

Senator Monroney. What is the latest on the Therry rotodyne? 
Mr. Cummings. Well, if you will excuse me, it is the Therry  roto­

dyne. There you have a very great noise problem, but  aside from the  
noise, tha t aircr aft would give promise of flying, for example, from 
the center of New York to the center of Washington in the space of 
about 58 minutes, including two stops. It  has been in the state of 
stagnation for the last 2 or 3 years because of the reorganization of 
the B ritish frame industry.

Senator Monroney. They lost one, too, did n’t they ?
Mr. Cummings. No. They haven’t lost one but they had such ter ­

rible times with the noise problem th at they just didn’t go ahead with 
it, and it is now being produced under order, I have been told, to the 
Britis h European Airways for across-the-channel operations.
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We  have  an option which we neg otia ted  sort of  hed gin g again st 
the fu ture  on five of  them  which would  make  an immense difference  
in any p lans th at  we m igh t have.

Sena tor  Allott. I^et me jus t get  myself  ori ented  here . Is  th is 
the one with t he turb ine s an d the blades?

Sena tor  Monroney. No. Th is is a so rt of fixed w ing plu s a he li­
cop ter.

Mr . Cumm ings . Yes. I hav en’t got a pictu re,  bu t wha t it is, as 
Se na tor  Mon roney said, it is a fixed win g plus a lar ge  rotor.  For  
takeoff and land ing purposes it uses the  rotor.  Then it makes a 
tran sit ion to nor ma l pro pel lers on the  stu b fixed wing fo r forw ard 
fligh t bu t the  noise  problem  is gen era ted  by tip  jet s on the  ends of 
the blad es and you can not hear  yo urself  th ink wi thi n 300 or 400 y ards  
of  it w’hen it is taki ng  off or landin g, which is the  only  time it  is 
ma kin g th at  noise. The rest  of the  t ime  it  is like  a normal airpla ne .

Se na tor  Monroney. Ten -mi le cost would be g reat ly  reduc ed for 25- 
or  50- o r 75- o r 100-mile service to commuting  a irw ays , wou ldn’t it?

Mr . Cumm ings. Oh , yes.
Se na tor  Monroney. Th is is a possibili ty of  k eep ing  these peop le in 

business  because once you can  get a b rea kthrou gh  on  a plane of longer  
ran ge  and  a lesser  op erat ing and  maintena nce  cost,  it is an unfi lled  
ma rket.  Ter rific .

Mr.  Cumm ings . One  of the prob lems wi th it  is th at  it car rie s—th e 
con figura tion  wil l ca rry  65 to 70 passengers, and, of  course , if  you 
do n’t fill the seats , the op erat ing costs, you don’t tak e advanta ge  of  
them.  Bu t w’e have  g ot ou r ear  very much  to  t he ground  on th at  one 
an d are  keep ing  in  very close touch  wi th it,  and  i t does offer c ons ider­
able hope in any route s we can use that  ca pacity on.

Sena tor  Monroney. Th is can parallel the  New Haven  from  West- 
po rt  o r Br idg eport down and set down in the cen ter  of  each towrn a nd  
pu t them down in Wall  St reet  o r Central Par k  o r some place.

Mr.  C ummings . That  is r ight .
Se na tor  Magnuson. All  rig ht . Th an k you again . Now’, off the  

reco rd.
(Discussion  off the  record .)
Se na tor  Magnuson. Mr. Plais ted ? We will  be gla d to he ar  from 

you briefly.

Nation al  Board of F ur F arm Organiza tio ns , I nc.

STATEMENT OF KENNETH M. PLAISTED, EXECUTIVE SECRETARY

Support for F ederal Trade Com mission  F unds

Mr.  P laisted. I will make it ve ry br ief.
Se na tor  Magnuson. We w ill pu t vour full sta tem ent in the  record. 
Yo ur  sta tem ent  is very br ief . A ll  rig ht . Go ahead.
Mr. P laisted. Mr. Ch airma n, my name is Ke nneth  M. Plais ted . 

I  am ap pe ar ing  here  tod ay  in the  cap aci ty of  executive sec retary  of 
the Na tional Board  of  F ur Fa rm  Organiz ation , Inc ., with offices lo­
cated at  152 West  Wis consin Avenue, Milwaukee,  Wis . The assoc ia­
tio n which 1 rep res en t is comp rised  of  appro xim ate ly 98 percen t 
of  the domestic pro ducer s of  ranch- raised  mink.
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The purpose of  the  association in subm itt ing th is sta tem ent and 
ap pe ar ing before the  committee thi s aft ern oon is to acquain t you 
wi th the  views of the  fu r farme rs as the y relate  to the  bud get  reques t of  the  Fe deral Tr ad e Commission.

We urg e th at  th is committ ee restore the  cu t made by the  Hou se of 
Repre sen tati ves  in the  budget request fo r the  Com miss ion’s admi n­
ist ra tio n of  t he tex tile and fu r consumer lab eling  laws. Spec ifica lly, 
the  laws to which 1 refe r are  the  F ur Pr od uc ts La beling Act , the  
Woo l Act , the  Texti le Fibre Prod uc ts Ide nti fic ati on  Act and the  
Flamm able Fa br ics  Act.  These  four  consum er pieces of  leg isla tion  
are  adm inis tere d and enfo rced under the newly pro posed Burea u of 
Texti le and  Fu rs  which I understand will  be headed  by Mr. Ha rvey  
H . -------- Ha nn ah .

BUDGET ES TIM ATE FOB FIELD

The commission ha d or igi na lly  requ ested $897,000 fo r the  complete  
ad mi nis tra tio n of  wh at will be th is new Bu rea u and th is will  be an 
increase  o f abou t $235,000 over fiscal y ear 1961. Among  o the r th ing s 
the increase would be used  fo r the  emplo ying of  27 addit ion al field 
inv est iga tor s and  5 more attorn eys to work solely  on tex tile  and  fu r 
matters.  You gentlem en will recal l th at  Con gress has  passed the  
Texti le Fibre Prod uc ts Ide nti fication Ac t a mat te r of 2 yea rs ago 
which was added to the  lis t o f consum er laws which the  Commission is cal led  upon to  enforce.

Sena tor  Magnuson. We  have five. The Wool Act,  the  Texti le Labe lin g Act , the  F ur Act, the  Flamm able Fa br ics Act.
Mr. P laisted. Those are the four.
Sena tor  Magnuson. Those are the  four  main ones.
Mr. P laisted. Those are  the  four  th at  are  un de r th is pa rti cu la r Bu reau  which  was formerly a divis ion.
Now, the  Hou se has  cu t the overall recommended increase of  the  

prop osed Bur eau  by 25 pe rcent which amounts  to a reductio n of nearly 
$60,000 and  it is th is sum which we r esp ec tfu lly  urg e be res tored by 
the Senate.

PROTECTION FROM FR AU DU LE NT  FUR SALE

As mink farmers,  we a re, of course, fund am en tal ly interested in se­
cu rin g pro tec tion  fo r th e consumer f rom  th e fra ud ul en t and  decep tive  
pra ctic es all too o ften employed in the m erc hand ising  of a fu r prod uct. 
I nfor tuna tel ly  th is is an area where the  consum er has  lit tle  knowl­
edge and  is not aware  th at  she has  been hoodwi nked until 2 or  3 years  
af te r the  purchas e of  a fu r garm ent which  she believed to  be a na tura l 
colo r bu t which  later  tu rned  out  to have been dyed  and then  commences 
to fade out. The consumer has  nowhere to tu rn  with the  r esu lt being 
th at not only has  she  been chea ted of a conside rabl e investment in he r 
purchase, but  in addit ion , her confidence in fur s, as such, is destroyed. 
I t  is fo r these reasons t ha t we, the  pro ducer s of the  ra w fu r pro duct,  
are very much concerned that  the Comm ission  have ava ilab le t he  mini ­
mum  necessary  f unds  which it h as requested to a deq uately  police these 
consum er pro tec tion laws.

In  dir ect response to yo ur  request, Mr. Ch air ma n. I am pleased to 
repo rt  th at  the  Commission did  in fac t place  more emp has is on the  
enforcement  of  the F ur Act  du rin g the  las t fiscal year  than  at anv
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time in the past several years. The number of fur  establishments in­
spected last year more than doubled the number of firms inspected 
a year ago. This increased effort has paid dividends many times over 
in affording consumers greater protection against  misrepresentation 
and by crea ting an atmosphere of fai r competition among fur manu­
facturers and reta ilers.

CO MM END ATION S FOR A SS IS TIN G TRADE

The Commission is to be commended in tha t even while operating 
under a restricted budget and without the number of sta,ff personnel 
necessary for adequate enforcement, it  was able to assist the fur trade 
to a considerable degree by direct counseling, holding of hearings and 
promulgation of a revised set of rules. They did a tremendous amount 
of work in rewri ting all the rules under the Fu r Act which made it 
much more effective we think, and also in a stepped-up inspection 
program.

We believe that  this increased activity in the enforcement of the 
Fur Product Labeling Act should be continued. We are indeed 
heartened by the reorganization program proposed by the Commis­
sion’s new chairman, Mr. Paul Rand Dixon, whereby these consumer 
protection laws-----

NE W BU RE AU

Senator Magnuson. There is going to be a separate shop.
Mr. Plaisted. Yes, sir. A newly organized Bureau under Mr. 

Hannah’s direction, who has had 17 years' experience now in the en­
forcement of these consumer protection bills, and we are very pleased 
with the arrangements, which I understand are just about to become 
public, to be made public.

Senator Magnuson. Yes. He told us to tha t effect when he was 
here last week.

RESTORATION REQ UESTED

Mr. P laisted. In conclusion, Mr. Chairman, we think if Congress 
will restore these minimum funds that  the Bureau has asked for, tha t 
Mr. Dixon has asked for, for this new Bureau, it will do what Congress 
intended the law to do when you passed these various consumer laws, 
and in particu lar, of course, the Fu r Act.

Senator Allott. Here again you have the same situation. The 
people you represent  are small people, essentially, aren’t they?

Mr. P laisted. Yes. Many as you know are located in your State 
and in the chairman’s State.

Senator Allott. Ju st like the small grocers, that  unless they are 
protected when they need to be protected, I don’t know how they are 
ever going to be protected and stay in business.

Mr. P laisted. If  the consumer isn’t protected by all this consumer 
legislation, we, the producers, are the ones that are going to be affected 
first when she loses confidence, when she purchases a fur  garment and 
can’t believe what she sees on the level. You gentlemen are well aware 
of the  mass of evidence presented back in the early 1950’s when you 
were considering this initia l legislation. The mass deceptive practices 
that were being foisted on the consumer. She doesn’t know fur. 
She needs protection and only Congress can provide it.
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Senator Magnuson. We are glad to hear that last yea r they stepped 
it up, and I  think t hat  the Commission still intends to keep rid ing herd 
on this, to use the term, and the cut, of course, was an overall cut of  the 
whole agency which, of course, would be reflected percentagewise in 
this particu lar new organization which I  think  should have reasonable 
funds to get started oft.

Mr. P laisted. They are just going  to get off the ground.
Again, Mr. Chairman, thank  you very much, and I  wish to thank 

you and the committee for jar ring the Commission a l ittle  last year be­
cause the result has been very favorable.

Senator Magnuson. Thank you.
Senator Robertson. Mr. Chairman, Judg e Hooker, the chairman of 

the State  Corporation Commission of Virginia, has been designated 
to app ear before th is committee on behalf of the National Association 
of Railroad  and Utilities Commissioners. He has a statement which 
won’t take over 5 or 6 minutes. He has been waiting for nearly 2 
hours.

Senator  Magnuson. All rig ht. We will hea r from you.
Senator Robertson. I take pleasure in presentin g the chairman of 

our State corporation commission which regulates the rates of rail ­
roads and utilities in Virginia . He comes from a family long as­
sociated with history in the State of Virginia.

Senator Magnuson. Judge Hooker is going to devote his testimony 
to the General Services Administration , the appropriati on w’hich in­
volves the  public utilities  down there in t heir  general counsel’s office, 
on which the committee has had a lot of testimony and a lot of dis­
cussion.

General Services Administration

Nationa l Association of R ailroad and Util it ie s Com mi ssione rs

STAT MEN T OF H. LES TER  HOOKER, CHA IRM AN,  STA TE CORPORA­
TION COMMISSION OF V IR G IN IA  RICHMOND , VA.

Appe ara nce s Before  State R egulatory Bodies

Mr. Hooker. My name is H. Lester Hooker, of Richmond, Va. 
I am a member of the State Corporation Commission of Virginia  
and at this time its chairman. I am also chairman of the legislative 
committee of the National Association of Railroad and Utilities Com­
missioners, and as the chairman of that committee, as well as the cha ir­
man of the Virginia commission, I am appear ing in this matter in 
support of the resolution passed at the annual meeting of the National 
Association of Railroad and Utili ty Commissioners at Las Vegas in 
November 1960, which resolution is included with the tsetimony of 
Mr. Austin L. Roberts, J r.,  the  general solic itor of tha t association.

Mr. Roberts was unavoidably detained and could not be here today. 
He asked me to read this  resolution.

I will leave some of it out. I will just merely read the resolution.
Senator Robertson. Judge , I suggest you ask permission to have 

the testimony pr inted in the  record.
Senator Magnuson. We will prin t the resolution in the record in 

full, Judge, and then you can sta rt on page 3.
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Mr. H ooker. I will leave t hat  out  of his te stim ony .
Se na tor Robertson. I assume the  essence of the  resolution  is th at  

the commiss ioners wa nt the General  Services Ad minist ra tio n repre­
senta tives to s tay  out  of  the ir  co urts .

Mr.  H ooker. Yes.
Se na tor Magnuson. I migh t say th at  was a  conventio n very  widely 

att ended by most every St ate in the  Union th at  has been faced  with 
thi s pa rti cu la r prob lem, even my own Sta te,  the State of  Ca liforn ia,  
the  St ate of Colorado, and those Sta tes  where th is conf llict  has oc­
curred.

Mr. H ooker. Tha t is corr ect.  The Ca lif ornia commission sup­
porte d th is  re solutio n who lehear ted ly.

Se na tor Robertson. Ju dg e,  you are ap pe ar ing before  a fri endly  
forum, you see tha t.

Mr. H ooker. I  am m igh ty g lad  to  know t ha t.
POSITIO N OF STATE REGULATING COMM ISSION S

Whil e the  test imony of  Mr. Rober ts and  the resolu tion pres ented 
therew ith  adequa tely  set fo rth  the  posi tions of  the  St ate reg ula tory 
commissions, I wish to  add  a very b rie f sta tem ent .

(The  r esolution re ferre d to foll ows:)
Sta teme nt  of th e National  Association of  R ailroad and Uti li ti es  

Com missione rs

The Natio nal Association of Rai lroa d and Util ities  Commissioners is a volun­
tary organ ization embracing with in its membership the members of the regu­
lato ry commissions and boards  of the several States of the United States. These 
are  the Sta te agencies charged by s ta tu te  with the duty of regulat ing the trans­
por tation agencies and public util itie s operating in the ir respective States.

The NARUC became concerned with  the policies and activities of the Tra ns­
por tation and Public Util ities  Service (TPUS) branch of Genera l Services Ad­
min istratio n (GSA) as fa r back as 1958. At a meeting of the  execut ive com­
mittee of the NARUC in February, 1958, Mr. George Perr ine, a member of the 
execut ive committee and pres iden t of the associa tion in 1959-60, called to the 
atte ntio n of the  membership the manner in which the  activities of GSA were 
tran sgress ing  upon the rights  and dut ies of the  regu latory agencies. A grea t 
number of commissions and indiv idual  commissioners, the rea fter, contacted the ir 
delegations in Congress and the  Senate and House Subcom mitttees on Inde ­
pendent Offices Appropria tions  protestin g the growing policy of unrestric ted 
GSA interven tion in regu lato ry proceedings.

At the  annu al convention of the associat ion in 1960, a resolu tion regarding  
thi s subject matter was adopted.  There was a dive rsity  of opinion regarding 
the resolution, but af ter  a full discussion the following resolu tion was adopted 
by the convention :

“R esolut ion  Concerning th e  Unrestricted I nterv entions of  th e General
Services Administr ation  in  th e  J urisdiction of  State and F ederal R egu­
latory Com mi ssions

“Whereas  sufficient fact s have become available to show the growth and na­
tur e of the  regu latory activities of the General Services Administ ration of the 
U.S. Government, the policies and pract ices under lying  these activitie s and the 
many serious issues which now confront not only Sta te and Fed era l regulatory  
agencies but  also the public, legis lative bodies, and affected carrie rs and util ities 
as a resu lt of the  emergence of this new Federa l agency ; and

“Whereas these  f acts show that  dur ing the pas t decade GSA’s T ransportat ion 
and  Uti litie s Service has  sharply increased its personnel and expe nditures  from 
21 employees and $133,000 in 1950 to an estimated 247 and $2,375,000 fo r 1961 
and has  expanded its interven tions from 3 cases  to over 60 in 1960; and
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“Whereas GSA, purp orti ng by its inter ven tion s to repr esen t the  Fed eral  Gov­
ernment as a consumer, actua lly seeks to have overa ll prices for carri ers  and 
utili ties  set solely on the basis of the effect of increases on the Federal budget, 
thereby ignorin g contr olling  nationa l and  Sta te policy to perm it rat es and 
charge s fa ir to the public  and regu lated  busine sses alike, and the necessity for 
the Fede ral Governm ent to pay, along with  all oth er users, its fa ir sha re of the 
rates autho rized  to  be charg ed by util itie s and ca rr ie rs ; and

“Whe reas dur ing such interv entio ns GSA has  par ticipated as an adv ersa ry, 
adducing evidence on ra te  of retu rn, ra te  base, cost of capit al, valu atio n of 
prope rty and other technical fact ors  in the  ratemak ing process, much of which 
duplic ates similar  presenta tion s by members of regulat ory  staffs and othe r in- 
tervenors, includ ing oth er Federal agencies, and unnec essari ly mult iplies the 
par ties  to be h ear d and prolongs p roce edin g; an d

“Whereas the  U.S. Senat e Committee on Appro priatio ns, 86th Congress, 2d 
session, af ter noting  with “concern the  con stan t incre ase in budget requ ests ” of 
the GSA and the  claims tha t GSA’s work “duplicat es th at  of the regu lato ry 
agencies,” has sta ted  th at  it plans “to explore the  ma tter more ful ly” before 
the next  budget period : T heref ore be it

"Resolved, Th at the Natio nal Association  of Rai lroa d and Util ities  Commis­
sioners in ann ual  convention assembled does hereby  express its conviction th at  
GSA should limit its part icip atio n in ra te  proceedings so as to bring  to the 
atte ntio n of th e regu lato ry commissions any peculiar  needs of the Federal agency 
repre sente d by GSA and th at  GSA should make only such studies and adduce 
such evidence as is necessary to assure  th at  a Federal  agency is not discr imi­
nated again st in te rms of quality, kind, or charges  fo r s erv ice ;

"Resolved furth er , Th at  the officers, committ ee on legislation and the legal 
represen tatives of this associa tion are  hereby auth oriz ed to appear on behalf of 
the associa tion before the Appropriat ions or other Committees of Congress to 
pres ent the view of t he a ssocia tion as expressed here in.”

It  is realiz ed th at  the subcommittee is burden ed with the press of many 
duties and with  the  need to expedite app rop riat ion s bills at  this  hour  of the 
session, and accordin gly this state men t will be as sho rt as possible.

The fundam enta l purpo se of the laws creatin g the  regu lator y commissions is 
to assure  the public adequa te and nondiscriminato ry uti lity  services at  reason­
able rate s. In the  area of general ra te  deter mination , the  commissions must 
first find the overall revenu e requirements of the  uti lity  and then develop 
schedules of rat es  for the  various types and classes of service  th at  will produce 
that  revenue requirement. The first prere quisi te, dete rmin ation of revenue  re­
quirements, is one involving the basic overall regu lato ry policies of the  com­missions.

It is in this are a involving overall earn ings,  revenu es and valuat ion s th at  
GSA has  entere d its presenta tion s and argu men ts and these are  the activities 
at  which the NARUC resolut ion is directed. In intervening in general rat e 
proceedings, GSA par ticipate s, as stat ed in the  NARUC re solution, “* * * as an 
adversary , adduc ing evidence on ra te  of  return , ra te  base, cost of c apita l, val ua­
tion of prope rty and  oth er technica l fac tors  in the ratemak ing process. * * *”

In our considered Judgment these act ivit ies are  highly objection able and 
serve no useful purpose. Such activ ities  by GSA transg ress upon the responsi­
bilitie s and duti es of the  regu lator y agencies. The fac t tha t such activitie s 
have been engaged in is a reflection upon the  inte grit y and the competence of 
regulator y agency personnel for it must  proceed upon the unjust ifiable  and un­
warrante d assumption th at  GSA must act  in the are a of overall regu lator y 
policy to insu re th at  the  Government’s intere st is protected. The Sta te com­
missions wish to give thi s committee the  unqualified assu ranc e that  the regu­
lato ry agencies have continu ed and will contin ue to prot ect the public inter est, including t ha t of the  U.S. Government.

In addit ion to tran sgress ing upon the funct ions assigned to the regu lator y 
agencies, GSA’s act ivit ies cons titute  a wast eful  dupl ication leading  to in­
creased  costs both at  the  Sta te and Federal levels—all of which must be borne 
by the genera l public. State  costs are  increased because  the regu lator y staffs 
must spend time and effort in providing the  da ta reque sted by GSA repr esen ta­
tives. It  should also be noted tha t the ut ili ty’s costs, which are  eventually  
borne by the public, are likewis e increase d for it must also provide  the da ta re­
quested by GSA. Ju st as significant  is the  fac t th at  GSA’s argument s and 
prese ntations expand  the record and requ ire the  costly time of counsel and staff thus inevita bly incre asing  th e cost to a ll concerned.
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As noted by the Landis Repo rt of December 20, I960,  to then President-el ect 
Kennedy (p. D—10 ), these costs are  very sub stan tial . Mr. Landis points  out 
th at  mere acquisit ion of the  hearing record will amount to about  $1 per page 
and that , “Additio nal costs in the prep arat ion of numero us exhibits , the hirin g 
of experts , such as engin eers and accoun tants, fees paid  to lawyers,  and the 
expenses of housing and feeding this group of men dur ing  the weeks of hear­
ings, bring the tota l to a v ery subs tant ial sum” (p. 9 ).  It is indeed unf ortu nate 
th at  such wasteful duplication has occurred throu gh the  activ ities  of an agency 
which we understand was crea ted for the purpose  of achieving gre ate r efficiency 
and economy in Government.

Another adverse effect of GSA’s unrestri cted  inter vent ion policy h as been th at  
of unnece ssarily  prolonging the proceeding. As this committe e knows, a great 
deal has been sa id of late  w ith respect to ino rdin ate delay s in the adm inis trat ive  
process. While there are  u ndoubtedly  many othe r reaso ns for delay, one obvious 
factor is th at  of the  wast eful,  time-consuming duplication of effort both before 
and during the hea ring  stage. This is not ju st  a ma tte r of having another  wit­
ness or so test ify over a given period of time. Earlier refere nce was made  to 
GSA’s activi ties which make for preoccupation of the regu lato ry staff and uti lity  
company personnel. Attorneys  repre senting GSA, as is nat ura l, add to the arg u­
ments and objections  of counsel, the draw n out and freq uently repe titious cross- 
exam ination of witnesses, reb uttal testimony, and all of the  other  a ctiv ities  which 
become more  involved and time consuming as the number  of par ties  a nd counsel 
increase. It  seems quite  obvious that  if every larg e consumer of a ut ili ty’s s erv­
ices were to engage in these  activities, the  regulat ory  process would come to a 
halt.

Finally, it seems highly doubtful that  GSA can prove any sub stan tial  benefits 
to the Federal Government by these activ ities.  In many  of these  cases, there 
probably would be litt le or no difference in the  allowed earn ings  levels had GSA 
adopted the i>olicy of not makin g such presenta tion s and argume nts.

Thus  fa r this stat ement  has been concerned solely with  GSA’s activities in 
connection with the  regu lato ry process of determin ing the overall allowable rat e 
of earning s. While we are convinced that  such activities are  objectionable and 
serve no useful purpose, we would, perha ps, leave an unf ortu nate impression 
with  the committee were we not to sta te our  conviction that  GSA, in another  
regulator y area,  can provide a real public service  and be of subs tant ial aid to 
the  regu lator y agencies.

We r efe r to the  dete rmin ation of the  individual services  to be rendered by th e 
uti lity  o r car rie r and the rates to be charged for a specific service. Undoubtedly 
opera tions of the Federal Government are  such tha t new services or ada pta tion s 
of regu lar services will be of subst antia l benefit in ob taining increased efficiencies 
and economies. Moreover, the Government has  a real inte rest  in insuring tha t 
the rates paid by i t for a par ticula r uti lity  or carri er service are  en tirely  reason­
able in relat ionsh ip to sim ilar  services provided by others . While commissions 
are  anxiou s to prote ct indiv idual  consumer inte rest s, it is in this  field th at  the 
individ ual consumer, such as the Government, can be of aid for he is pecul iarly  
awa re of his requi rements. Were GSA to devote the  manpower  and money now 
engaged in overall regu lator y activ ities  to study and analyz e its  tra nsp ort a­
tion and uti lity  service requirements, the regu lator y commissions are  convinced 
that  efficiencies and economies could be achieved.

General Statement

Mr. H ooker. The General Services Administration has grown up 
like “Topsy” from an insignificant agency of government to an agency 
of major status from the viewpoint of expansion of personnel and 
demands for money desired with which to operate. The monetary 
proposal now before your committee f ar exceeds its needs, if its func­
tions are limited to what this agency was originally supposed to do. 
It has stretched its operations into mat ters never intended by the Con­
gress, and the Congress should see to it that this agency be restricted 
to the purposes for which it was originally  created.
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VIRGINIA COMMISSION’S ATTITUDE TOWARD OSA

Repre sen tati ves  of th is agency ap pe are d bef ore  the  Vi rg ini a com­
mission in a rat e case and  were tol d th at  it ha d no sta nd ing fo r the  
reason it did  n ot have  a ny  intere st in the  m att er.  The y were tol d th at  
if they  desi red to  mak e a sta tem ent the Virg in ia  commission would  
perm it it, bu t th at  an y sta tem ent  made by the m would no t be con­
sidered. Th ere  was not the  sligh tes t reason  fo r them to be pre sen t. 
The  F ed era l Go ver nm ent  d id not , a nd  could not, have  h ad  a ny int ere st 
in th at  proce edin g. Th e Vi rg ini a la w specifica lly exempt s th e Fe de ral 
Gov ernm ent and its agencies from ou r j uri sd ict ion . I t was, the ref ore , 
a c omplete waste of tim e and  m oney fo r the  Gener al Serv ices  Ad min­
ist rat ion  to a pp ear.

I  do not see how the  app ear anc e of the  Ge ner al Serv ices  Ad min­
ist rat ion  before  St ate reg ula tor y comm ission s can be of any  mate ria l 
benefit to the  Fe de ral  Gov ernmen t, and such  app ear anc e is likely  to 
bri ng  abo ut a confli ct of att itu de s which  will  not  be benefic ial to  the  
publi c. I t would ap pe ar  th at  the am ount of  mone y requ ested by the  
Gen eral  Serv ices  Ad mi nis tra tio n is excessive fo r the  du ties it  is re ­
qui red  to perfo rm , if  it is res tric ted  to its  pr op er  sphere.  W ha tev er 
sum of money is re que sted  f or  the  p urp ose of ap pe ar ing liefore regu la­
tor y commissions  is plain ly no t needed fo r reas ons  pre vio usly sta ted . 
Ou r wor ld prob lem s are  such th at  ou r reso urce s sho uld  be ca ref ull y 
husban ded  fo r the  pre ser vat ion  of ou r coun try , reg ard les s of how 
small  the am ount may  be. Only pro jec ts of  real importa nce  and  
cloth ed with unm ista kab le me rit  shou ld be pro mo ted .

Gentlem en, I  th an k you.
Se nator  Robertson. You recom mend  we cu t off t he pip eline ?
Mr. Hooker. I certa inl y do.
Senator  Robertson. Th an k you.

LIMITING GSA APPEARANCES

Se na tor  A i.lott. Ju dg e,  could I ask you ju st one quest ion ? In  you r 
reso lutio n, which I do n’t have here —you say th at , in effect, the  pa rt — 
now’ I  h ave it a nd  I will read  th is :

GSA should limi t its part icipa tion  in ra te  proceedings so as to bring to the 
atte ntio n of th e regu lato ry commissions any peculia r needs of the Federal  agency 
repres ented  by GSA and th at  GSA should make only such studi es and adduce 
such evidence as is necessary to ass ure  th at  a Fed eral  agency is not disc ri­
minated aga inst  in term s of quality , k ind, or charge s f or service.

An d t hat  is w here  you thi nk  the line  sh oul d be dra wn .
Mr. Hooker. Tha t is ri gh t.
Se na tor  Allott. Th an k you very much.
Se nator  Magnuson. All  rig ht , Ju dg e.  I wan t to tell you th at  we 

ha ven’t tak en th is mat ter  up yet  fo r the  reco rd, alt hough we hav e 
covered the  bul k of the  Gen eral  Service s Ad m in ist ra tio n’s a pp ro pr ia ­
tion . We are  wai tin g until the  re tu rn  of the  new’ Adm in ist ra tor of  
GS A who was una voida bly  de tained , and  we expect to hav e him  and  
the  G ene ral Counsel in here  the first pa rt  of  next week to discu ss th is 
very  si tua tio n wit h them .

Mr. Hooker. Do you know yet wh at da te ? I might  wa nt to liste n.
Se na tor  Magnuson. Wel l, I can 't tell you wha t date .
Off th e reco rd.
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(Discussion  off the r eco rd.)
Se na tor Magnuson. All  rig ht . Mr. Maurer , we are  gla d to hear 

fro m you.
Delta A irlin es, I nc .

STATEMENT OF R. F. MAURER, VICE PRESIDENT AND LEGAL 
SECRETARY

General Statement

Se na tor  Magnuson. Y ou are  g oing  to addre ss yoursel f to the same 
th in g t hat  Jud ge  Hooker  did  ?

Mr.  Maurer. Tha t is cor rec t, Mr. Ch airma n. An d in view of his  
sta tem ent and the  hour,  pe rhap s I migh t ju st  sum marize  the  sta te­
ment fo r you a nd------

Se na tor  Magnuson. We  will  pu t the  sta tem ent in the  reco rd in 
fu ll,  and  Mr. Fl in t, we will pu t you rs in the record  in ful l, and you 
two  can h ighl ight  them.

I th ink  the committee underst ands  the  situa tio n, and we are qui te 
well awa re of some of  the  inciden ts, the  diffe rences th at  have  been 
cal led  to ou r att en tio n, and  it is a matt er  th at  has been befo re us fo r 
qu ite  some years.

VIEWS OF TRANSPORTATION ASSOCIATION OF AMERICA

Mr. Maurer. Mr. Ch air ma n, my name  is Ma ure r. I am vice pres i­
de nt  and legal  sec retary  o f the  Del ta Ai rlin es,  Inc ., and  a dir ec tor  of 
th a t company located in Atla nta,  Ga.,  bu t I ap pe ar  befo re th is com­
mi ttee tod ay to exp ress  th e views and sta te the  pos ition of the Tra ns ­
po rta tio n Associa tion  of America. The TA A is a non pro fit edu ca­
tio na l insti tut ion  mad e up not just  of ca rri er s engaged in the  v arious 
for ms  of  tra ns po rta tio n bu t also users  and investors. As th is problem 
ha s begun to  come to a head, p ar tic ular ly  the  ex ten t to  which the  exec u­
tiv e branch  of the  Federal  Governm ent should  pa rti cipa te  as a pa rty 
li tiga nt  in these rate proceeding s before t he  Federa l and  S ta te agencies 
which  have the  pr im ary responsibili ty ove r the tra ns po rta tio n ind us­
try , and the  problem  that  TA A has tri ed  to point ou t is t hat  Federal  
reg ula tio n somet imes make s it  v irtua lly  impossible to secure a unif ied 
appro ach to the  prob ’ems of  tra ns po rta tio n companies in gen era l, 
an d the  thing  t ha t we fear  very grea tly  here  is the  fac t th at  agencies 
ge t to working at  cross purposes with  a grea t deal  of dupli ca tion of 
tim e, effo rt, an d money.

As a result,  th is prob lem was subm itted to all of  the  dif ferent panels 
whi ch make up the  Tr an spor ta tio n Associa tion , and  th is br ief  resolu ­
tio n was ado pted and appro ved  by the  TA A board  of dir ector s ap ­
prox imate ly 1 month  ago, and  I  q uo te:

Resolution of TAA

The governmental responsibili ty for protecting  the interests of the genera l 
public  in the  regu lation of rate s, charges, and ra te  prac tices of transportatio n 
and  uti lity  companies is exclusively of appropriate Federal and Sta te transp or­
tati on and uti lity  regu lato ry bodies, and not that  of any executive departmen t, 
commission, board, bureau, office, agency, or adm inis trat ion in the executive 
branch of the Government, her einafte r referre d to as “executive agencies.”
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Unless specifically directed by law to represe nt the  inte rest s of a nongovern­mental  group, no Federal executive agencies should intervene before any State or Federal regu latory body in such ma tters except where specifically requested to testi fy by the regu lato ry body and except, fur the r, to present evidence of claimed discrimination aga inst the Federal Government as a user of such serv ­ices. Any furth er  or addi tiona l par ticipat ion  or encroachment by executive agencies on such rat e funct ions specifically delegated to the independent regu la­tory bodies by Congress const itutes dilu tion of responsib ility, unw arranted waste and duplication of effort.
That  is the conclusion of that  quotation.

INT EREST IN  G8A PARTICIPAT ION

Now TA A’s interest in this problem is limited to the GSA’s par tici­pation in general rate increase cases. We want to emphasize tha t we fully recognize the standing  of this agency to participate as a party  litigant on behalf of the Federal Government representing the in­terests of the Federal Government as a user or consumer in these rate proceedings.
We think there is an area in which a valuable and constructive service can be provided. But we have had an experience which is out­lined in some detail in this paper before the Civil Aeronautics Board and before other Federal and State agencies where we are getting into extreme duplication, and perhaps I might highlight the thing by just a brief example in the case of the Civil Aeronautics Board.

GENERAL FARE INV ESTIGATION

We recently had a general passenger fa re investigation before tha t agency which lasted for some 4y2 years. The CAB, as is true of many others of these agencies, has a bureau which represents the public interest in these cases. This CAB bureau partic ipated  extensively in this case, present ing both expert witnesses from its own staff and ex­pert witnesses hired and brought in from the outide, from various things such as rate of return and the other elements that  go into the setting of transportation rates. But the General Services Admin­istration in addition came into this case and participated throughout the entire proceeding.
I think they had some five attorneys who appeared at one time or another in the course of the case, and they presented three witnesses themselves, so-called outside experts, two of whom were on the pay­roll of GSA, one of whom was in the Department of Commerce.

DUPLICATION OF REGULATORY EFFORT

I think this is typical of a duplication of regulatory effort which is wasting the taxpayers' money. And what we would like to recom­mend, and I would say that the TAA which tries to come up with poli­cies which are really helpful from the overall transportation  picture, not just the carriers, but also the investors and users, what we would like to recommend to your subcommittee is tha t a rider be attached to the GSA appropriation measure for the fiscal year 1962 which will recognize what this committee has said in the past with respect to the duplicating activities which will recognize that they are continuing and to some extent increasing in intensity and will firmly preclude the use of any such appropriations for the preparation and presentation, in



INDEPEN DENT OFFICES APPROPRIATIONS, 19 62 923

Federal and State regulatory rate proceedings affecting tran spo rta­
tion, of evidence or argument on the nondiscriminatory issues therein.

But recognizing when we are talking about the right of GSA to 
come into these proceedings and protest the situations where the Gov­
ernment as a user may be discriminated against, tha t is a perfectly 
legitimate function.

Thank you, Mr. Chairman.
Senator Magnuson. Any questions?

ATTITUDE TOWARD OSA

Senator Monroney. Yes. At one place you say that you recognize 
GSA’s r ight to represent the Federa l Government as a user of tr ans ­
portation , and apparen tly protest against the increase without maybe 
submitting all the cost accounting data. Then you should say it 
should be limited to claimed discrimination against the Government. 
Hasn’t the Government—I don’t think there is anybody comparable to 
the Government as a customer of airlines. I would guess we are by far 
the biggest user of airline travel. In representing these people I think, 
without duplicating the CAB’s fact-finding role, we have a par t to 
play. We could come in as the purchasing agent on much of this  tran s­
portation and say, we just don’t think we want to pay more money than 
we are now paying,  the same as any other individual a irline passenger.

Mr. Maurer. I take your point, but I apparently did not make my 
example clear. The Civil Aeronautics Board has a staff of experts, 
including experts who appear as witnesses in these proceedings, and a 
staff of attorneys to present them. They participa ted throughout this 
proceeding, presenting  evidence and testimony on the public side, i n­
cluding all users, not just what the rate should be for the Government 
but what the rate should be for all users.

Now, what I say is that th is testimony was then duplicated by hav­
ing a second Government agency have an appropriation by this com­
mittee to come in and present a second set oi experts to testi fy as to 
what the rate should be for the same user.

RIGHT OF RATE RECOMM END ATION

Senator Monroney. Yes. Well, I don’t th ink we have any right  to 
recommend a ra te as an ai rline user. I think CAB has a public duty 
to do that.  I th ink we have a right to have appearance by the  military 
or by General Services, or anybody else, just to say i t is going to cost 
us X millions of dollars more, if th is rate is instituted. I don’t think  
we should be denied the same right s which a priva te user of  the airline 
has to come in and say I just don’t want a higher rate from our air 
transportation.

Mr. Maurer. Tha t is not what I am suggesting.
Senator Allott. I think the point Mr. Maurer makes, and really 

you are talkin g to the same point and on the same side of the fence, 
he doesn’t contend and I hope he is not contending tha t the Govern­
ment has no right to appear there as a user and as a large user. They 
have that r ight. You agree to that  ?

Mr. Maurer. Yes, sir.
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Senator Allott. What you are saying is th at when you come before 
a re gulatory agency which represents the interests of the public, and 
it is this-----

Senator  Magnuson. Or at least should.
Senator Allott. Or should or attem pt to, anyway, tha t it is not 

up to the GSA to come in then and te ll th is regulatory agency what a 
fair  rate  of re turn for them is. This is the function of the public body. 
Their function and their  rights  are in the same category as yours or 
mine appearing as a user.

DUTY OF CAB

Mr. Maurer. Senator, you stated it very well. The Congress has

?iven to the CAB both the du ty and the appropr iation  to perform this 
unction, and what I am saying is let’s not duplicate  the appro priation 

and the responsibility by giving it to two people. If  the CAB has it, 
let us not also tell the GSA tha t they should do it  and give them the 
appropriation.

On the other hand, if there is a situation where the GSA as a large 
purchaser of transp ortatio n feels tha t the rates which are being 
charged are discriminatory from the standpoint of the Government, 
let us say th at because of the Government’s tremendous volume of use, 
it should be entitled  to  lower rate s in par ticu lar fields or with respect 
to particular commodities, and then by all means let the GSA make 
tha t presentation to the Civil Aeronautics Board, but don’t duplicate 
the broad rate  level things which have been given specifically to the

Senator Monroney . The thing tha t caught  my eye, on page 5, in the 
middle of the pag e:

We thin k th at  GSA can perform  a valuable and constructive service in such 
proceedings “to present evidence of claimed discr imination  aga inst the  Federal 
Government ,” i.e., to show that  the rate s, charges , and ra te  pract ices applicab le 
to the Government as a user are  not fa ir and reasonable  when compared  with  those applicable to other  users.

DISC RIMI NA TION  AG AINS T FEDERAL GOVERNMENT

Now, I  want to go f urth er t han tha t because I don’t think  t hat  any 
rate tha t is charged to an individual necessarily would be discrimina­
tory against the Federal Government, but if tha t rate is raised by 25 
percent on the individual, or  ten percent, then without being discr imi­
natory to the Government, I  think  somebody would say the Govern­
ment has a righ t and should come in and say, we don’t like this rate 
increase, not to go in and duplicate and parallel the fact tha t it is 
being made on the  books of the company by the CAB.

Mr. Maurer. I think if you just look one parag raph furth er, Sena­
tor, you will see the type of evidence I am arguing, and which the 
TAA says should not lie duplicated, and th at is this very voluminous 
evidence on the general rate proceedings, on cost of capital, earnings 
on common stock, capital structures, effects of inflation on financing, 
how to properly evaluate property. On virtually every one of these 
we find a contest both by the start' of the CAB and another contest 
by the GSA, and the point we tried  is simply that we have a d uplica t­
ing effort here which is costing the Government and the taxpayer a 
lot of money and which is one of the contributors to this delay of 
administra tive process which we are all try ing to cure.
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Senator Magnuson. Well, of course, it is a little  more than that.
Mr. Maurer. Certainly. I stated it simply.
Senator Magnuson. A little more than  that.  You fellows don’t 

like to have to fight two adversaries in there. Tha t is the answer. 
And if your case is right, you are going to come out all right , but 
there is no use having duplication.

This is off the record.
(Discussion off the record.)
(Mr. Maurer ’s prepared statement follows:)

Statement of R. S. Maurer, Vice President and Legal Secretary, Delta Air 
Lines, I nc., on Behalf of the T ransportation Association of America

My name is R. S. Maurer. I am vice president, legal secre tary , and a direc­
tor  of Delta Air Lines, Inc., with general offices located in Atla nta, Ga.

My background in avia tion  includes  service in the  General Counsel’s Office 
of the Civil Aeron autics Board, 18 yea rs in the  scheduled air  ca rri er  indu stry , 
and  active  membership on the Aviation , Public Utilit ies, Adm inist rativ e Law, 
and Int ern ational Tra nsp orta tion  Committees of the American and Federal  Bar  
Associations.

Today I am appe aring before your subcomm ittee to expre ss the  views and 
sta te the position of the  T ran spo rtat ion  Association of America on t he budg etary  
needs of the Tra nsp ortatio n and Public  Uti litie s Service of the General Services 
Adm inist ration (GS A) for appearances before  Fed eral  and Sta te regu lator y 
agencies.

I

For  the info rmation of the subcommittee , TAA is a nonprofit rese arch  and 
educationa l inst itu tion made up of users , inves tors, and carri ers  of all modes 
of tran spo rtat ion . TAA is exclusively  engaged in the development and imple­
menta tion of sound nationa l policies aimed at  the  creation  and main tenan ce of 
a balanced and economically sound tra nsp ort ati on  system unde r pri vat e owner­
ship and operation.

All policy positions developed by the assoc iation are  studied care fully  by 
eight i>ermanent committees, or panels, composed of repr esen tatives from users, 
investors, and ai r transp ort , fre igh t forw arder, highway, oil pipelines,  rail roa d, 
and wat er car rier s. These panels, as in the  case of the position  sta ted  on be­
hal f of TAA today, make  in dividual recommendat ions to the 100-man TAA board 
of dir ectors which then take s final action.

I would like to add tha t Mr. C. E. Woolman, pres iden t and general mana ger 
of niv company, is curr entl y servin g as cha irman of the  air  tra ns po rt panel  
of TAA.

II

With in the las t year, TAA has taken  a deep inte res t in the problem posed by 
the GSA app rop riat ion s here under rev iew ; namely, the  exte nt to which the 
executive bran ch of the Federal Government should par tici pat e as a par ty lit i­
gant in proceedings pending before Fed eral  and Sta te regu lator y bodies charge d 
by law with respon sibil ities over the common ca rr ier tra nsp ort ation industry.

TAA has long pointed to the vita l need for a balanced  tra nsp ort  policy which 
would afford to all user s of tra nsp ort ation the  faci litie s of an economically 
sound tra nspo rt system, with each mode—whether air,  rail , highway, pipeline, 
or water—offering pa rtic ula r adva ntag es to meet varyi ng needs.

TAA has  freq uent ly pointed out that  the Fed era l regulatory str uc tur e now 
in effect makes it vir tua lly  impossible to achieve a unified Government appro ach 
to tran spo rtat ion, tending to encourage vari ous  tra nsp ort  agencies to work 
at cross-purposes. In our judgment, the tren d of GSA’s par tici pat tion in such 
ma tters is servin g to aggr avate ra ther  tha n alleviate this condition.

Such conflicts of inte rest  were recen tly highlighted  in an add ress  by George 
P. Baker , professor of tran spo rtat ion, Ha rva rd Gra dua te School of Busine ss 
Adm inist ration and president of TAA, before the  Nat iona l Defense Tr an sp orta­
tion Association, in which he summarized as fol low s:

“The fact  that  the re is less coordination within  the Government tha n the re 
could be is a very dange rous condition  where the  various Government actio ns
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can have such an imp ortant effect on the hea lth of the industry as a whole. The Army Engineers favo r no tolls on the wate rway s, the Secretary  of Com­merce favors them ; the Civil Aeronautics Board and the In ter sta te Commerce Commission appe ar to favor,  in general, the  consolidation  of propertie s to give greater  s trength to the transp ort  system for which they feel some responsib ility. The Depa rtment of Jus tice appears to look upon any kind of merger with  a most suspicious eye. The Inter sta te Commerce Commission appears  to be properly concerned with the overall heal th of the transp ortation system, while the Postmaster General, the  General Services Administ ration, and the Military Air Transport Service appear to consider the ir main purpose the purchase  of tran sportat ion at  the lowest possible cost. It  is not uncommon to find one of the Government  departments considering itself  more capable of figuring out the broad public interest  than  the body to whom tha t specific responsibility  has been given  by the Congress." [Emphasis added .]
It  is in the ligh t of this background th at  the  panels of TAA in 1960 addressed their atte ntio n to the increasing  critic isms and objections to GSA presentation s in tran spo rta tion proceedings at  both the Federal  a nd Sta te levels. The subjec t was fully explored and culminated in the  supp ort by six TAA panels  with  the other  two panels, the  rai lroad and fre igh t for warde r panels, not opposing, for the following policy position approved by the  TAA board  of directors approxi­mately 1 month a go :
“The governmental responsibili ty for protecting the inte res ts of the general public in the regu lation of rates , charges , and  ra te  prac tices  of tran spo rta tion and uti lity  companies is exclusively that  of app rop ria te Federal and Sta te tra ns ­portation  and uti lity regu lato ry bodies, and  not  th at  of any executive depart­ment, commission, board, bureau , office, agency, or adm inis trat ion  in the  execu­tive branch of the  Government, her einafter ref erred to as ‘executive agencies .’ Unless specifically direc ted by law to rep resent  the  inte res ts of a nongovern­mental  group, no Federal  executive agencies  should intervene  before any Sta te or Fede ral regu lato ry body in such matter s except where specifically requested to test ify by the  regulatory  body and except, fur the r, to present evidence of claimed discrimination aga inst  the Federal  Government as a user  of such serv­ices.. Any fu rth er  or add itional par ticipat ion  or encroachment by executive agencies on such ra te  functions  specifically delegated to the independent regu­lato ry bodies by Congress const itutes dilu tion of responsibility,  unw arrant ed waste  and duplica tion of effo rt.”
It will be noted th at  our concern per tain s to the regu lation of rates , charges, and ra te  pract ices unde r regulation and the act ivit ies of many divisions  of the executive branch  of the Federal Government, including GSA, in such mat ters . Accordingly, this  is why TAA wishes to place before thi s subcommittee i ts views on this subjec t as they per tain to the fiscal 1962 appropriat ions for GSA.

I l l
In the interest of conserving the time of thi s subcommittee, I will comment only briefly on some of the more imp ortant reaso ns wa rranting a reduc tion of appropr iations for GSA at  this time. The issue of GSA’s par ticipation  in regu­lato ry proceedings has  been before the Congress  for  many years, with the  pros and cons documented on both sides in great deta il. Broadly sh ak ing,  GSA has intervened in four types  of  cases, including (1) general ra te  increase cases, (2) cases involving specific rates for the Federal  Government, (3) applications for certifi cates of convenience and necessity, and (4) miscellaneous cases con­cerned with rules and regula tions.
TAA’s prim ary concern cente rs on GSA’s p arti cipatio n in the general ra te  in­crease  cases. While GSA has sought intervent ion ostensibly on beha lf of the  Federal Government as a consumer or user, its  parti cipa tion, once formally au­thorized, has broadened to encompass the level of rat es applicable to a ll shippers or users. In short , GSA’s presenta tions  are  concerned with protec ting the  gen­eral public interest , a mandate  assigned to the  regu lato ry agencies by Congress and Sta te legislatures.
Fir st, let me emphasize that  we fully  recognize the standing  of  GSA to par tic i­pate  as a par ty lit iga nt on beha lf of the Federa l Government as a consumer in ra te  proceedings. We do not wish to challenge the par ticipation of GSA in this represen tative capaci ty. We think  that  GSA can. perfo rm a valuable and con­structive service in such proceedings “to present evidence of claimed disc rimina­tion against the Federal Government," i.e., to show that  the rate s, charges , and
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ra te  p racti ces applic able to the Government as a u ser are  no t f ai r and reasonable  
when compared with those applicable to o ther  users .

There seems to be lit tle, if any, doubt, however, th at  the presentations  of GSA 
in ra te  proceedings have gone f ar beyond t his  scope and regu larly  have presented 
evidence and argu men t with  respect to such basic regu lator y policies as the  cost 
of borrowed capit al, proper earnin gs on common stock, proper  capi tal stru ctures , 
overall earnin gs, including a fa ir ra te  of retu rn, effects of inflation  on financing, 
the type of valu ation  of property to be employed and the items of property to be 
included in such valua tions , appropriate deprecia tion practices, tax  tre atm ent of 
carri er tran sact ions, and  the handl ing for rate mak ing purposes of general ex­
penses of normal  corp orate activity .

It  is  tr ue, of course , th at  such considerat ions affect the public int ere st outcome 
of such proceedings. It is equally c lear, however, th at  th e basic duty and respon ­
sibilit y in such are as are  grante d to and imposed on the regulator y agencies by 
Congress a nd the  Sta te legis latures. Thus, we see no jus tifica tion for the  appr o­
pria tion  of public fund s which will permit,  and indeed encourage, one agency of 
Government, GSA, to inqiose itse lf a s an advoc ate into areas of ov erall regu lator y 
policy charg eable to ano ther arm of Government, when such part icip atio n is fa r 
removed from a le gitim ate inte res t as a consumer.

Moreover, history  amply demonstr ates th at  this subcommittee has, on several 
occasions over the years,  expressed its concurrence with such sepa ration of func ­
tions, culm inating in the  following clear-c ut directive  to GSA stat ed in the rep ort 
of the Senate  Appropriat ions Committee on the  agency’s fiscal 1959 app ro­
pria tion s :

“In short, a proper  in terp reta tion  of the  s tan dards  of the Federal Pro per ty and 
Adm inist rativ e Services Act c alls for a course of conduct in connection with ap­
pearances before such bodies which seeks to assure  th at  no d isproportion ate ra te  
burden  is placed on the Federal Government  and th at  the pa rtic ula r intere st and 
requirements of the Government  as a consumer are  made known. Question of 
overall earni ngs, ra te  of retur n, and adequa cy of service should be left  to the  
Federal and Sta te regu lato ry agencies, as clearl y intended  by the Congress and 
Sta te legislatu res when the sta tutes esta blish ing these  agencies were passed .”

The repo rt of such committee accompanying its  recomme ndations on GSA’s 
1961 appropr iatio ns once again voiced concern about the continued duplication  by 
GSA of regu lator y agency activi ties and requested a reappraisa l of the  p ropriety 
of such function. Suffice it to say tha t, all pro test atio ns to the con trary notwith­
standing, the hear ings  recently concluded before  the House Indep enden t Offices 
Subcommittee and o ther public record s disclose th at  GSA has continued to ad dress 
itse lf to  broad policy are as reserved to the  age ncies in question. If  th is is t ru e as 
the record clear ly indicates, your subcommittee, Mr. Chairm an, should tak e im­
media te steps to foreclose the GSA, once and for all, from usurp ing and duplica t­
ing such spheres of responsibility.

IV

In addit ion to the  existence of jur isdictiona l conflicts, GSA’s ent ry into such 
broad policy are as is a wasteful expenditure of money and manpower and tends 
to prolong already time-consuming and costly proceedings. On the  Federal level, 
this subcommit tee is fully aware  of the  existence and expertis e of the highly 
competent staff  members associated with the  regu lato ry agencies. Fo r example, 
such overlap  is  par ticula rly  evident at  the  Civil Aeron autics Board, before  which 
I have person ally pract iced for many years by r eason of th e par ticipati on in rat e 
proceedings as a party  litig ant of CAB counsel, analy sts, and consultan ts.

Such CAB repr esen tatives of the public inte rest , for example, part icip ated  
“tooth and toen ail” in the  recent general  passenger far e investigatio n, as cha rac ­
terized by Chairma n Alan Boyd in the  House Appro priat ions Subcommittee h ear­
ings 3 months ago. Nevertheless , 5 atto rneys and 3 witness es appe ared  for 
GSA in this case, prese nting an 80-page brie f to the  h ear ing exam iner on broad  
and fundam enta l policy questions.

We also thin k it highly  significant th at  in th at  proceeding, which consumed 
more than 4% years from the dat e of origin to the  dat e of final agency decision, 
GSA was the  only par ty to the proceeding which opposed any fare  increase . 
Such singleness of purpose is at complete odds with the sta tutory  respon sibil ity 
resti ng on the  CAB to promote the sound and economical development of an air  
tran spo rta tion system.

GSA’s pre sen tations  in broad policy are as have not been limite d to the  air  
tran spo rta tion field. For  example, GSA urged the In ter sta te Commerce Com-
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mission to abando n its  consiste nt use of operatin g ratios as a tes t of reason able 
earnin gs in the  motor  carrie r field. Similarly , GSA has  appe ared  before the 
Federal Marit ime Board on basic policy questions despite  the use by the  l at te r of 
special counsel on its staff to appear in the public inter est. Such invasion  of 
policy are as has also been practiced by GSA befo re Sta te regu lator y bodies.

In short , we believe that  some effective means must be employed to res tric t 
GSA’s repr esen tation to its legi tima te int ere st as a user of transp orta tion . If 
GSA contends th at  such activ ities  are  needed to remedy the  deficiencies s taffwise 
of the regu lator y agencies themselves, we sub mit th at  the proper  course  of action 
would be to stre ngt hen  such agencies ra ther  tha n to acquiesce in or encourage 
executive branch takeove r.

V

The record also seems clear th at  GSA’s par ticipati on in such proceedin gs be­
fore Fede ral and Sta te regula tory agencies  reflects an upwa rd tren d which needs 
to be arre sted . For  example, the House Appropria tions  Subcommittee was ad­
vised in April 1961 th at  GSA p arti cipa ted in 3 4 such cases in fiscal 1960, which is 
almost a 20-percen t increase over the 29 cases in fiscal 1959. Dur ing the same 2 
years GSA exjierienced a 20-percent  incre ase in the number of new tra nsp ort  
proceedings entered . The agency fu rth er  asserte d th at  “It  is ant icip ated  tha t 
our par ticip ation  in such proceedings will continue at  a compa rable ra te  in fiscal 
year 1962.”

In view of  the foregoing, we feel th at  the  gro wing interventi on by GSA in such 
cases makes it all the  more m anda tory th at  the scope of such inter vent ion should 
be limited to a showing of claimed disc rimi nation aga inst  the  Federal  Govern­
ment as a user  o f t ran spo rta tion services.

VI

Finally, we are  impressed by the growing  number of divergent intere sts  in in­
dus try and Government which are  becoming highly criti cal of GSA’s activit ies. 
Car riers and util itie s alike, as well as the  U.S. Chamber of Commerce, ar e prac ­
ticall y unanim ous in the ir objections to the overste pping of GSA into the  broad 
realm of regu lato ry policy.

In addit ion, we regard as highly significant the  November 1960 resolut ion 
adopted by the Natio nal Association of Rai lroa d and Util ities  Commissioners, an 
associa tion of the repr esen tativ es of both Federal and Sta te regu lato ry bodies. 
The considered actio n of NARUC p aral lels  in essence th e position of TAA in urg­
ing, by resolutio n, that  “GSA should make only such studies and adduce such 
evidence as is neces sary to assu re th at  a Fed era l agency is not discriminated 
aga inst  in term s of quality , kind, or charges for service.” Your subcommittee 
should give sub stan tial  weight to this  uni ty of i>osition expressed by carr iers , 
users  of tran spo rtat ion , and regu lato rs alike.

Accordingly, TAA respectfully urges  your  subcommittee to suppo rt a rider to 
the GSA app ropr iatio n measure for fiscal year 1962 which will preclude the  use 
of any such appr opriations  for the prepar atio n and presen tation, in Fede ral and 
Sta te regu lato ry ra te  proceedings affecting transp ortatio n, of evidence or arg u­
ment on the n ondis crimi nator y issues there in.

This completes my statem ent, Mr. Chai rman, of the TAA position on this 
difficult policy now facing  your subcommittee. We are  hopeful th at  the Con­
gress will take positive action to identi fy the  proper and improper na tur e of 
GSA’s fut ure  part icip atio n in proceedings affecting this Nation ’s tran spo rtat ion  
system which is so vita l to our domestic commerce and natio nal security .

Senator Magnuson. Now , Mr. Flin t, do you want to put your 
statement in the record ?

Mr. F lint . Yes, sir, Mr. Chairman.

C hamber  of C omm erce of th e  United  States,

STATEMENT OF SAM H. FLIN T, REPRESENTATIVE

Prepared  Stateme nt

Mr. Flint . Mr. Chairman, I would like to submit my statement. 
Senator Magnuson. We will put it in the record in full, because 

it contains some actual experiences.
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(The statement referred to follows:)
My name is Sam II. Flin t. I appear  today on behalf of the  Chamber of 

Commerce of the United  States. I am a member of the chamb er’s tra nspo rta ­
tion  and communication committe e and also of its special subcommittee ap­
pointed to study  the  activitie s of the General Service Adm inist ratio n in regu­
lato ry rat e m atters.

My business occupation is genera l traffic mana ger for  the Quaker Oats Co. 
in Chicago, In this  capaci ty, my associa tes and I freq uent ly par ticipate in 
proceedings before regu lator y agencies dealing  with  transp ortation ratemaking. 
My pas t experien ce includes 7 years  with  a Sta te regu lator y commission.
I have also served as  pres iden t of the Association  of In ters ta te  Commerce Com­
mission Pra ctit ion ers  and at  present I am chai rma n of the Special Advisory 
Committee  on Improv ement of In ter sta te Commerce Commission Prac tices and 
Procedures, a group crea ted by the ICC to ass ist in the Commission’s program 
of self-improvement. From this background, I feel I have acquired some knowl­
edge of regu lator y agencies, both Federal and State , which should perm it me 
to make a cont ribut ion to thi s discussion of the General Services Adm inist ra­
tion’s activ ities  before regulator y agencies.

I will limit  my comments to th at  section of the  General Services Adm inist ra­
tion’s proposed budget  dealing with the tra nsp ort ation  and public uti litie s 
service  section. We in the nat ional chamber, af ter  ca refu l study of th is activi ty, 
are asking tha t this  function be sharply limited  and th at  the app ropr iatio n for 
it be significantly reduced for  the  1961 -62 period.

We are hoi>eful also that  thi s committee  will see fit to issue direc tions to 
GSA which will define the limi ts beyond which its  repr esen tatives should not 
go in p erforming th is f unction .

It  is my personal view, and the  view of the chamb er committe e which studi ed 
thi s mat ter,  th at  the re exis ts a proper role for GSA in representing Govern­
ment  agencies before the  Sta te and Fede ral regu lato ry bodies. However, as 
in many thing s of thi s cha rac ter,  it is a function which requires continual 
surve illance in orde r to fore stal l undue expansion of autho rity  and wast eful  
dupl icati on of effort with out  any corresponding benefit to the public.

It  is our basic position, there fore , th at  the respon sibil ity for protec ting the  
intere st of the public, including the Federal Government, in the regul ation  of 
ra tes and pract ices of tran spo rta tion and uti lity  companies is exclusively th at  
of appropriate Federal and Sta te regulatory bodies. No other Federal agency 
should intervene  before these regulatory bodies except to prese nt evidence re ­
lati ng to the pecu liar inte res t of the Federal Government as a user of these  
services or of claimed discrimination aga inst  the  Government. An expansion  
of GSA’s functi on beyond these  limits  cons titu tes dilu tion  of resi>onsibility, un­
wa rran ted  waste, and duplication of effort.

I would like to discuss  vario us aspects  of this policy, par ticu larl y the im­
po rta nt role which we feel GSA can play wit hou t usur ping  regulatory prer oga ­
tives.

In the las t several years , GSA’s tran spo rta tion and public uti litie s service 
has  expanded  its  staff and increas ed its budget  subs tant ially. Its  pre sen ta­
tions have assumed the prero gativ es of the regu lato ry agencies and have dealt 
with broad regu lator y policy questions. It has  taken stron g adversa ry posi­
tions  in tran spo rta tion cases while adm itting it has no obligation to the na ­
tional transp orta tion  policy which the regu lato ry agency is required to ob­
serve. These pres enta tions thu s are fa r removed from the role we feel Con­
gres s intende d; i.e., representing the pecu liar needs of the Federal Govern­
ment  and subm itting  evidence to assu re that  the  Government is not discrimi ­
nate d aga inst  in term s of  ra tes  or services.

The term “discrimi nation” is used in its usual  and broad  sense, to indi cate  
th at  the  rat es charge d the Government should bear  a fa ir  and reason able re­
latio nship to rat es charged  othe rs for like or comparable  services or facili ties.

The improper role of GSA in these cases is best proven by the fact  that  nu­
merous indivi dual Sta te public uti lity  commissions have  publicly condemned 
its  practices. The national  organ ization to which these  commissioners belong, 
the  National Association of Rail road and Uti litie s Commissioners, in session 
las t November adopte d a resolu tion criti cal of the  GSA practice of par tic ipa t­
ing as an adv ersa ry and adduc ing evidence on such issues  as items to be in­
cluded in ra te  base computation—views on app rop ria te rates of ret urn —cost 
of cap ital—valuatio n of uti lity  properties—and  othe r highly technica l matters
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which dup licat e t he inform ation usua lly developed by th e regulat ory  commission 
and o ther  inter venors.

It  migh t be observed here that  the  Dep artm ent of Agriculture, altho ugh rep­
resented by GSA to the extent the  Depar tme nt itse lf is a user of transp ortation 
and uti liti es services, also par tici pat es in tra nsp ort ation rat e nego tiatio ns and 
litig ation on behalf of the farm  inte rest s. It  now, however, gene rally  confines 
its  presen tatio ns to the pecul iar intere sts  of the  arm  economy.

It is inte rest ing to note that  GSA r epresents all the  various agencies  of Gov­
ernment in ra te  ma tter s except the  Dep artm ent of Defense, and to the  ex­
ten t mentioned, the  Depa rtment of Agricultu re. The DOD perfo rms thi s serv­
ice for itse lf and I understand th at  the  policy it follows in these  ma tters is in 
line with  the  recommendation  of the  uti lity commissioners and  not that  of 
GSA.

In jus tify ing  its past actions, GSA has  argu ed that  with out  its par ticip ation , 
the regu lato ry agency would not have  developed adeq uate  info rmation upon 
which to base  a sound decision. . From my personal experien ce as a former 
member of a regu lato ry commission and as a tra nsp ort ation man ager for a 
company th at  spends many millions  of dol lars  per yea r for the  movement of 
property and persons, I cannot agree.

Staff members of regulatory commissions have  essen tially  two broad  spheres 
of activity : (1 ) day-to-day continuing study* aud iting and inspect ion of the 
opera tions of ca rri ers  and util ities, and (2 ) special duties analy zing presenta­
tions by ca rriers  an d utili ties  and par tic ipa ting in hearing s.

Numerous reports  are  submitted at  sta ted  interv als  by ca rri ers  and uti litie s 
pur sua nt to the rules of the Commission. These  repor ts, required by both State  
and Fed eral  agencies, show such info rma tion  as the operating  res ult s of the 
companies, capi tal expend itures,  volume of business, and financial results . 
Study  and evaluat ion of such rep orts  are  accompanied  by aud its of the com­
panie s’ books and field inspections of pla nt and  equipment. Some commissions 
have a full-time aud itor  assigned to the  books and record s of each company 
unde r the ir jurisdic tion  to see th at  all revenues , expenses, and cap ital  invest­
ments are  correctly entered  on the books and  records kept pursu ant to a pre­
scribed accounting system.

When formal proceedings occur, staff personnel analy ze testim ony and exhib its 
submitted by companies and develop rep orts  on such materia l. These repo rts 
serve as the basis  for  cross-examination of company witnesses and pre sen ta­
tions by witne sses in behalf  of the reg ulat ory  staffs. Of course, in every case, 
Commission staffs  will not necessarily  cross-examine and present evidence. 
They will, however, make sure th at  a full and  complete record is developed on 
essential  ma tte rs of regu lator y policy. Many sta tute s, including the  In ter sta te 
Commerce Act, provide for such par tici pat ion  and from my experien ce it occurs 
if the record  is deficient.

It  is thu s app are nt th at  if GSA is to partic ipa te in such proceedings  with out 
dupl icati ng the work of the regu lato ry agency, it must res trict its  stud ies to 
the fair nes s and reasonableness of rat es  charged for Government  shipm ents and 
util ity  services  as compared with  those of other shippers and users. If  GSA 
branches  out into the  study and eval uatio n of overall  earnin gs, prop erty  used 
by the  companies, and the ir oper ating  expenses, it is dupl icati ng the work of 
Commission staf fs.

There can be no doubt th at  in the pas t it has  done ju st this  because of its 
presen tations  before regu lator y commissions. The chambe r made a lengthy 
stud y of these presentations  in a rep ort  issued in November 1960, and in a 
subsequ ent review date d Feb ruary 1961, which was occasioned by GSA’s cr iti­
cisms of the November repor t. I would like to submit all three of these  docu­
ments with  my stat eme nt—the two chamb er public ation s and GSA’s criticis ms. 
I thin k these  stud ies will show th at  records are  avail able  to prove th at  GSA 
has  urged regula tory  commissions to dep art  from the estab lished regu lato ry 
policies of the  Commission; that  it has  even urged a commission to dep art from 
its sta tut ory  inst ruction s as to the  valu atio n of a uti lity’s r ate base. Also, n ot­
wit hstand ing  GSA’s state men t th at  it changed its policy in 1957 rela tive  to the 
introduction  of fa ir  ra te  of return  testimony, the  records show t ha t its  witnesses 
testified th at  cost of capi tal is the minimum fa ir  ra te  of retu rn, if not the fa ir 
rate , and its  lawy ers argu e th at  this  is the  maximum which should be permitted. 
I thin k thes e stud ies also show clea rly th at  GSA is dupl icati ng the  work 
assigned by Congress and Sta te legisla ture s to the  respect ive regulat ory  bodies.

From my own experienc e, I know th at  it is extrem ely rar e for  a ship per or
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user  to app ear  before regu lato ry agencies  wit h respe ct to such basic  ma tte rs 
of regu lato ry policy as rat e bases or ra te  of return . Ind ust ry instead realizes 
most of its tran spo rta tion savings  from planning  the most efficient use of tra ns ­
porta tion, ast ute  selection of man ufactur ing and  dist ribu tion  points,  and from 
negot iations with tran spo rta tion agencies, subj ect of course to regula tory  con­
trol. Genera lly speaking when industry becomes involved in litig atio n before  a 
regu lato ry agency, its  presenta tion  will be dire cted  tow ard the fa ir  tre atm ent 
of one location, one a rea , or one commodity as  opposed to ano the r location, area , 
or commodity.

I know thi s has  been the experience of my own company. We leave it to the 
regu lato ry agencies  to determ ine the overa ll earnin gs th at  car rie rs and util itie s 
must  have if the United  States is to contin ue to have a priv ately opera ted, effi­
cient  tra nsp ort ation system. We have, however, sought  to assis t regu lato ry 
agencies by pointing out, for instance, th at  a reduc ed ra te  for a g iven commodity 
will stim ulat e traffic in that  commodity and thereby increase revenues whereas  
an increa sed ra te  may ret ard  traffic and depre ss revenues.

This is the role th at  the chamber  conte mplates for GSA. From GSA’s pres­
entatio ns before this committee, it is app are nt th at  its  real  savin gs to the 
Government have come from negotiatio ns and  litig ation designed  to obtain 
so cia l rates for Government shipments. It cann ot point to any actual  savings 
from its lengthy  presentation s on overall regu lato ry policy. It s rep rese ntat ives  
conceded this  fact  duri ng hearin gs on its 1960 appropr iation.

Incid entally, GSA’s success in obta ining special rat es for Govern ment ship ­
ments renders even more anomalous its  acti vities with  respect to the overall 
earn ings  of tra nsp ort ation agencies. Section 22 of the In ters ta te  Commerce 
Act i>ermits the tran sjio rtat ion  agencies to afford the Govern ment special re ­
duced rat es on any and all traffic withou t reg ard  to the  regu lato ry contro ls 
which apply to commercial shipments. In 1958 the Supreme Cou rt held in 
Cali fornia Public Service  Commission v. United Sta tes  (355  U.S. 54 3) , that  a 
law of Cali forn ia was unco nstitutional insofa r as it required Cali fornia com­
mission appr oval  of less than  tar iff nit es nego tiated  by the Federal Government 
with  motor car rier s.

GSA take s full adv anta ge of this exempti on and on a sub stantial portion  of 
Government  traffic it pays less than the  commercial rates . The re are  many 
users  of tra nsp ort ation and stud ents  of tra nsp ort ation who feel th at  the  de­
pressed rat es on Government  shipme nts ar e a fac tor  con tribu ting  to the  uns ati s­
factory earnings of the  transp ortatio n agencies genera lly.

In any event, when eval uatin g the  GSA’s presentations  with  respe ct to over­
all earnin gs, it  should be recognized th at  the Government does not pay, on a 
majo r p art  o f i ts traffic, the rates which GSA is try ing  to hold down.

To me this  ent ire  propositio n can be reduced to these  simple al te rn at iv es : 
(1 ) Success by GSA in its opjiosition to rates required by Sta te and  Natio nal 
ixdicy could be con trary to the obligat ions of regu lato ry commissions to assure  
safe and adeq uate  service at reason able rate s, or (2 ) fai lur e by GSA to con­
vince commissions to ado pt GSA’s concepts would show th at  the  presentations  
were wast eful  of manpower and money.

Critic ism of the General Services Adm inist ratio n, because of its proced ures 
before regu lator y agencies, has been widesp read. Many nationa l orga niza tions 
have publicly condemned the practice . They range all the  way from the regu­
lato ry agencies themselves, as mentioned, to include the users of the  uti liti es 
services and the  uti liti es themselves. The  nat ional chamb er is aw are  of the 
basic inconsis tencies  involved in the GSA position. We know, too, from our 
study th at  the nat ional tran sjxi rtat ion  system is in serious  financial troub le 
today. Many exi>erts are forecasti ng cala mito us resu lts in the  years ahead if 
changed condit ions are  not realized. La st year, the  Fi rs t National City Bank 
of New York presented a study  covering 220 tra nsp ort  common ca rri ers  of all 
types and found the average ra te  of ret urn  was  only 2.9 percent . A sim ilar  
study of over 2,000 man ufa cturers  of all types showed a con tras ting  ra te  of re­
turn  of 10.5 percent. In view of the tra nsp ort  ind ust ry’s situation , GSA’s rat e 
pract ices are  especia lly out of tune  with  rea lity  and inju riou s to the  Nation’s 
essential common ca rri er  system.

We also know that  a ch ara cte ris tic  of  reg ulat ory  proceedings  is delay. When 
imp ortant decisions are  delayed 6 months or a year,  losses can be experienced 
which are  rarely  recovered by the companies involved. This  deficiency in our
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regula tory scheme must be minimized if we expect to encourage innovation 
and modern technology. GSA’s pract ices have contributed significantly to this  
delay problem. It  invariabl y opposes ra te  increases even if all other fact ors  in­
dicat e strong justif icati on. Its  presentation s are  usual ly voluminous and its 
argum ent extensive. Much of both dupl icate s ma teri al developed by the  Com­
mission and other interv enors .

For these reasons, and in the firm belief tha t one responsib le governmental  
agency is perfectly capable of adequate ly protectin g the public’s inte rest , we 
urge th at  the GSA’s Transi>or tation and Public  Util ities  Service budget be re­
duced sharply and th at  it be admonished to limit its  part icip atio n in these 
cases in the same fashio n recommended by this  committee in its appr opriations  
repo rt issued in 1958 for  the budget i>eriod 1958- 59. The committ ee’s languag e 
urge d: “In  the opinion of the committee, GSA s hould act in such proceedings to 
protec t the intere sts  of the  Government’s executive agencies as users  of such 
utilti ies, with out interfe ring  with the func tions of the regu lato ry bodies before 
whom they make appe aran ce.”

Spe cia l Stu die s

Mr. F lint . Along with it I would like to submit two studies which 
were made by the Transportatio n and Communications Committee 
of the Chamber of Commerce of the United States, plus an evalua­
tion by GSA of the studies. I f  you would like, I could summarize 
briefly.

Senator Magnuson. Jus t summarize briefly because we are getting  
late here. I wouldn’t suggest th is if we d idn’t have so much informa ­
tion and such a big background on this one parti cular matter.

(The  information referred to follow s:)
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THE NATURE AND SCOPE OF THE TRANSPORTATION AND UTILITY ACTIVITIES Ofr THE GENERAL SERVICES ADMINISTRATION

The General Services Administration was set up, and its functions de­
fined by, the Federal Property and Administrative Services Act of 1949 commonly 
known as Public Law 152. Section 201(a) of that Act, with certain exceptions, 
gives the Administrator general power over, and responsibility for, government 
procurement, warehousing, and such related functions of property management as 
inspection, transportation and traffic management, and management of public 
utility service. It reads, in part:

"201 (a). The administrator shall, in respect of executive agencies, 
and to the extent that he determines that so doing is advantageous to the 
Government in terms of economy, efficiency, or service, and with due re­
gard to the program activities of the agencies concerned.* * * *

"(4). with respect to transportation and other public utility services 
for the use of executive agencies, represent such agencies in negotiations 
with carriers and other public utilities and before Federal and State regu­
latory bodies."

After GSA's first ten years of operations, sufficient facts have become 
available to show the nature and scope of GSA'a activities under this provision 
of law, its policies underlying these activities and the reaction of Con­
gressional committees and regulatory agencies to those policies and activities.

This memorandum is divided into seven sections, each of which is now 
summarized.

SUMMARY

1. While the legislative history of Section 201(a)(4) is not extensive, 
Congressional hearings definitely show that GSA's activities before regulatory 
agencels were to be for the purpose of securing reasonable rates and services 
for a particular commodity or service and were not Intended to encompass the 
litigation of over-all earnings levels or rate structures of carriers or 
utilities.

2. Data on GSA's appropriations, for its transportation and utility 
service, number of employees and case load reveal a constant pyramiding of 
activities. From 21 employees and an appropriation of $133,000 in 1950, GSA has 
expanded currently to about 247 employees and expenditures of $2,375,000. ItB 
case load has increased from 3 cases in 1950 to 46 "major" cases and 17 protests 
to carrier committees, as shown by the Appendix.

3. The extreme nature of GSA's opposition to general rate increases during 
the inflationary aftermath of World War II can be found in both transportation
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and utility cases. This antagonistic position has been in derogation of State 
and Federal legislative policy to allow revenues necessary to cover added costs 
of operation and to preserve the financial integrity of these industries so that 

they may serve the public.
4. There is no obligation or duty on the part of GSA to oppose general 

rate increases for the mere sake of opposition or solely to resist possible in­
creases in the cost of certain government agencies. On the contrary, the law 
does not establish GSA as a public defender, bound to represent the general 

public.
5. Regulatory agencies have condemned the unlimited participation of GSA 

in regulatory matters as a misconception of the GSA's proper function, resulting 
in wasteful duplication as well as being otherwise contrary to the public 
interest. To these strongly expressed opinions can also be added the authorita­
tive voice of the National Association of Railroad and Utilities Commissioners, 
an association composed of both state and federal regulatory commissioners.

6. GSA has variously depicted to Congress the role it plays before regu­
latory commissions. On the one hand it represents that regulatory agencies are 
cast in the role of judges, without staffs, who approve any request of carriers 
and utilities for rate increases if it, GSA, does not intervene in opposition. 
From this premise, GSA then portrays itself as the only opponent to increases 
in fares and rates and that its mere appearance before regulatory agencies re­
sults in substantial savings to the Government.

7. There are proper functions for GSA which can be performed without a 
wasteful duplication of the regulation of transportation and utility companies
by regulatory Comaisslons specially entrusted with the administration of national 
and state legislative policies.

1.

LEGISLATIVE HISTORY DOES NOT SHOW THAT CONGRESS INTENDED 
GSA TO BECOME A REGULATORY OVERSEER

The General Services Administration was set up, and its functions de­
fined by, the Federal Property and Administrative Services Act of 1949.
Section 201(a) of that Act gives the Administrator general power over, and re­
sponsibility for, government procurement, warehousing, and such related 
functions of property management as inspection, transportation and traffic 
management, and management of public utility service.
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The legislative history of this Section 201(a), though not extensive, 
is subject to the conclusion that Congress meant to legislate in accordance with 
the recommendations of the "Commission on Organization of the Executive Branch 
of the Government" (Hoover Commission) and that the Hoover Commission did not 
Intend that representation before regulatory bodies should extend to litigation 
of overall earnings levels of carriers and utilities. The legislative history 
also shows that the men who would administer the program expressed the same 
opinion as the Hoover Commission.

The history of GSA begins with the Bureau of Federal Supply created by 
Executive Order 6166, promulgated pursuant to the Reorganization Act of 1933.
This order lodged the responsibilities subsequently to be performed by GSA in 
the Procurement Division (later renamed the Bureau of Pederal Supply) of the 
Treasury.

For perhaps a variety of reasons, Executive Order 6166 did not result in 
the hoped for efficiency and economy of centralized property management, and on 
March 5, 1948, the President requested Congress to coordinate all property pro­
curement, disposal and management functions at one central point, preferably 
the Federal Works Agency. Hearings were held during 1948 on such legislation by 
the Senate, but it progressed no further than a favorable report by the Committee.

Similar bills were introduced in 1949. Early in Senate hearings, Senator 
McClellan, Chairman of the Senate Comnittee on Expenditures in the Executive De­
partment, asked Mr. Clifton E. Mack, then Director of the Bureau of Federal 
Supply, whether there were any fundamental differences between the 1948 and the 
1949 bill. Mr. Mack pointed only to Section 102(a)(4), forerunner or present 
law, reading as follows:

"(4) Advise all executive agencies on traffic management and as to 
reasonableness of carriers' rates and charges, and represent all such 
agencies in negotiating rates and charges with carriers and in proceedings 
involving carriers' rates and charges before Federal and State regulatory 
bodies."

The addition of this subsection was .undoubtedly due to the appearance in 
early 1949, of the Hoover Conmission reports, which recommended that an "Office 
of General Services" be created to handle generally four duties regarding traffic 
management. The accompanying Task Force report, on which these recommendations 
were based, stressed that the problem was that Government shipments often went 
at rates higher than necessary due to their special nature and that the solution 
was to create an agency with the duties recommended. The Task Force stated:

"Annual charges paid by the Government for the transportation of property 
exceed 1 billion dollars which is nearly one-tenth of the revenue of common
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carriers for the transportation of property. Government property and Its 
channels of movement differ materially from the commercial traffic for 
which carrier tariffs have been constructed.

"Most of the traffic personnel in the Pederal Government are auditing 
transportation bills. Only a very few employees are engaged In activities 
aimed at Improving traffic management and reducing coats. Agencies having 
well-developed traffic organizations have demonstrated that substantial 
savings can be achieved if attention is devoted to this problem. The 
Reconstruction Pinance Corporation, for example, effected savings of 17 
million dollars on its wartime traffic with an average annual salary 
expenditure of $200,000."

There was no suggestion in the Hoover Report (and It was a detailed 
report) that one function of the central aRency should be to litigate a car­
rier's overall earninRS level before regulatory commissions. Rather, the pri­
mary job of the central agency would be to obtain and correlate shipping Infor­
mation required for the negotiation of lower rates for Government shipments.

During the Senate hearings, Mr. Mack In explaining the meaning and sig­
nificance of Section 102(2)(4) brought out three primary points:

Plrst, Mr. Mack indicated that the Bureau would, under the statute as 
part of the Pederal Works Agency, standardize and be responsible for the overall 
traffic policy of the Government. He also said, in response to a question from 
Chairman McClellan, that the contemplated program would be mandatory "except for 
a few specific exemptions"; in other words, the various agencies would not be 
free to elect or decline the services of the Bureau as they saw fit.

The second point was in regard to the contemplated representation of 
agencies. Both Mr. Mack and Mr. Hayghe, then Chief, Central Traffic Division, 
Bureau of Pederal Supply, indicated that this task would consist of attempting 
to obtain rates that were reasonable in terms of the specific shipment involved. 
Neither man mentioned that challenges would ba made of the carriers' overall 
earnings levels by litigating such factors as rate of return and cost of capital.

The third and final point made was that the Bureau of Pederal Supply was 
at that time engaged in handling traffic management for other agencies on a 
relatively limited scale. (Hearings S. 990 and S. 959, Committee on Expendi­
tures in Executive Department, U. S. Senate, April 14, 1949, pp. 48-55)

Thus, Senate hearings clearly indicate that Congress' intent was to 
legislate in accord with recommendation of the Hoover Commission which made no 
mention of general rate case activity.

Prior to commencement of the hearings in the House, counsel for the 
House Subcommittee and for the Pederal Works Agency agreed to amend Sec. 201(a)(4) 
so as to make the section also applicable t "other public utility services."
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The only relevant testimony about this change during the House hearings 
was this exchange between Representative Hollfield and Mr. Maxwell Elliott,
Acting General Counsel of the Federal Works Agency:

"MR. ELLIOTT. I might mention one (change) In this section (Sec. 102) 
that has been suggested. It is not really a substantive change but might 
appear to be.

"That is in clause four with reference to transportation and traffic 
management. The suggested change would have it relate to transportation 
and other public utilities services.

"MR. HOLIFIELD. What page is that, please?
"MR. ELLIOTT. That, sir, is on page 9, and it is a substitute clause, 

beginning on line 15. The new wording is not actually a substantive 
change, because the Bureau of Federal Supply now under executive order 6166
does perform such functions respecting public utility services for the
government generally, but it was thought better by the Bureau of Federal 
Supply people and counsel for this committee and ourselves to spell it out 
again in this act, so that it would all be in one package. But even if it 
were not spelled out, it would continue to be in effect as an existing
function of the Bureau of Federal Supply."

On the floor of the House the only reference to Section 201(a)(4) was 
made by Congressman Holifleld, just before the vote. He pledged that hla sub­
committee would, after the GSA had had some operational experience, review its 
functions.

On the floor of the Senate there was virtually no discussion of the bill. 
However, three amendments were proposed and accepted. One of these, by Senators 
Reed of Kansas and Myers of Pennsylvania, struck out the references to traffic 
management in Section 201(a)(1) and the references to carriers and transporta­
tion in Section (a)(4). This was accepted without debate or explanation.

The bills then went to Conference Committee, which accepted the version 
of the House, including Section 201(2)(4). The Conference report stated:

"The Senate conferees receded from the Senate amendment which deleted 
references to transportation and traffic management in section 201(a) and 
which in section 502(b) provided for the continuance of transportation and 
traffic management functions under Executive Order 6166. The provision of 
section 201(a) of the House bill with respect to transportation and traffic 
management are in accordance with the Recommendations of the Commission on 
Organization of the Executive Branch of the Government (Hoover Commission) 
and provide clear authority on this subject."

Thus, legislative history of section 201(a)(4) is not extensive. Nor is 
it as explicit as might be desired. However, regarding the representation of 
other agencies in negotiations and before regulatory bodies, the Senate hearings 
leave the impression that the intended function was to secure for the Government 
the most desirable rates in terms of the type and amount of commodity involved
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without attacking the exlatlng overall rate atructure or earnings level.
Further, the same conclusion can be drawn from the various Hoover Commission 
reports, and there Is evidence that the bill as enacted was meant to embody the 
Commission recommendations In this area.

This legislative history takes on added significance when viewed against 
the refusal of Congress, on two separate occasions to allow predecessors of GSA 
to Interfere with the regulatory processes of state and federal agencies. In 
World War II the Economic Stabilization Act of October 2, 1942, and its amend­
ments, established the Office of Price Administration. Although that agency had 
no regulatory authority over public utility rates, public utility companies and 
common carriers were required to give the Federal Government advance notice of 
proposed general rate Increases and were required to consent to OPA Intervention 
before federal, state and municipal regulatory authorities. Pursuant to this 
authorization, the OPA intervened in many rate cases during the war years.

When price controls were again Invoked In the Defense Production Act of 
19S0, the successor to OPA, the Office of Price Stabilization, was again given 
authority to intervene, but only In those Instances In which rates were being 
established for utility services which would be resold to the public. In other 
words the authority was limited In general to the establishment of wholesale 
rates such as those that a local utility might have to pay a supplier.

During the floor debate on the Defense Production Act In 1950, Senators 
Hill and Humphrey attempted to broaden the Act to give the OPS blanket authority 
to Intervene in all rate cases, but their amendment was defeated.

In 1951 and succeeding years when amendments were made to the Defense 
Production Act, Mr. Eric Johnston of the Economic Stabilization Agency and Mr. 
Michael DiSalle, Director of the OPS requested removal of the limitation on the 
power of that agency to intervene in public utility rate proceedings. When the 
General Counsel of the Office of Defense Mobilization made a similar request 
before the Senate Committee on Banking and Currency in 1951, Senator Bricker 
commented that such a procedure ". . . proved in the war, I think, to be a very 
cumbersome and very annoying situation to a lot of the regulatory authorities." 
(Hearings of the Senate Committee on Banking & Currency on S. 1397, 82nd Cong., 
1st Sess., pp. 45,46). Despite the suggestions of this distinguished group of 
federal regulators, Congress refused to return to the wartime situation in which 
the OPA had unlimited authority to Intervene.

In spite of specific rejection by the Congress of blanket authority to 
intervene In rate proceedings, Mr. DiSalle in a letter to Senator Maybank on
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December 21, 1951, stated that the OPS had the right to Intervene in rate cases 
whether or not it was authorized to do so by Section 402(e)(v) of the Defense 
Production Act. Thereafter the Senate Committee on Banking and Currency In Its 
report to accompany further amendments to the Defense Production Act proposed 
that it be unlawful for any funds to be used to intervene before regulatory 
bodies. To make assurances doubly sure on that point, the Congress wrote Into 
the 1952 amendments a proviso specifically prohibiting such Interventions.
(50 U.S.C. 2102(e)(v)(2)

This expression of congressional intent was the result of a number of 
years* experience with federal agency intervention in regulatory proceedings.
It is particularly significant that Congress refused to give blanket authority 
to intervene during the time of a war emergency (Korea) and yet today, just a 
few years later, the General Services Administration is doing precisely what 
Congress specifically refused to allow a federal price control agency to do in 
1952. Moreover, these Congressional refusals came at a time almost contempo­
raneous with the passage of the Federal Property and Administrative Services Act 
of 1949. This should show that Congress meant for GSA to protect only the gov­
ernment's special interests and not to litigate all issues in rate proceedings 
as a public defender would do.

2.

GSA HAS PYRAMIDED ITS CARRIER AND UTILITY ACTIVITIES

The President's Budget for 1961 estimated that $2,400,000 would be re­
quired for the operation of GSA's "Transportation and Public Utilities Service" 
during fiscal 1961. This would amount to a nineteenfold increase over GSA's 
first expenditure of $133,000 just ten years before.

When GSA began its existence, all traffic and utilities management was 
centered in a "Division" with an expenditure of only $133,000 and 21 employees.
By 1955, these activities required $1,037,300 and the "Division" was given the 
status of a "Service", which in government parlance means increased prestige 
and salaries. (Hearings House Subcommittee Appropriations, Independent Offices 
1957, Part 1, p. 919)

From 1955 to 1957, GSA continued to expand its staff and to receive en­
larged appropriations. For fiscal 1957, it received $1,251,000, $60,866 of which 
was earmarked for the first time for public utilities activities as opposed to 
general traffic management. (Hearings, House Committee Appropriations, Inde­
pendent Offices, 1959, Part 2, p. 275.) Other increases for public utility
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activities quadrupled Its budget for 1959-60 and again the status of these 
activities was elevated. On May 27, 1959, GSA announced a revised organisation 
for traffic and utilities management with a Conmissioner in charge of two sepa­
rate "offices" each now composed of three divisions, as compared with the single 
original division.

For 1961, GSA sought an appropriation of $2,400,000 and announced that
it expected to have 247 employees on the payroll at the end of 1961. (House 
Hearings 1961, Part 2, p. 185) The Congress authorised $2,375,000. The par­
ticulars of GSA's nearly doubled appropriation between 1957 and 1961 are as 
follows:

Activities

Transportation services 
Public utilities 
Service direction 
Administrative operations

1957
Actual*
$909,026

60,886
66,561

203,586

1961
Proposed

$1,656,600 
228,200 
135,200 
380,000

Increase

$747,574
167,314
68,639

176,414
$1,240,059 $2,399,200 $1,159,941

The proposed expenditure of $1,656,600 for transportation services was 
further detailed as follows:

1959
Traffic management and program 
analysis $258,150

Negotiations, litigation, and 
procurement participation 351,670

Operational services 998.737
Total cost or estimate

1960

$266,000

345,300
1^ 28 ,400
1,639,700

1961

$267,400

347,600
1.041,600
1,656,6001,608,557

GSA proposed to divide its requested $228,200 for public utility actlvi-
ties as follows (House Hearings, Part 2, p. 201):

1959 1960 1961
Public utilities management $ 37,763 $ 40,100 $ 40,300
Negotiations and litigation 140,396 134,200 134,900
Communications management -- 52,700 53.000

Total cost or estimate $178,159 $227,000 $228,200
In the public utility field GSA has distributed an amount oi

$125,000 to $178,000 per year formerly received specifically for litigation 
before the F.C.C. among the three functions shown above. As to its public 
utility management, GSA indicates for the first time a differentiation between
communication and other utility services. It states that "increased emphasis 
will be placed in 1961 on assisting other agencies with their special and varied 
problems requiring gas, electric, water and related public utility services", 
and that "principal concentration will be on new areawide electric and gas con­
tracts."
♦Plus $11,041 not specifically earmarked (Hearings House 1959, Part 2, p. 275)



942 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

In Justification of the new classification for "Negotiations and liti­
gation", GSA states that the litigation prograa in 1961 will be Increased.
(House Hearings, Part 2, p. 202):

"The litigation program In 1961 pill be conducted at an Increased level 
of activity Including the proceeding relating to SAGE. There are indi­
cations of an increased workload in the regulatory proceedings in the com­
munications field. During 1959, GSA participated in 17 major utility or 
communication cases of which 6 cases related to the SAGE system. At the 
end of 1959, 14 rate cases were pending and 3 had been completed during the 
year. SAGE proceedings are still pending in 6 cases."

GSA has repeatedly stated the criteria for determining the transporta­
tion or utility cases in which it will intervene. During the 1961 House Appro­
priations hearings, Mr. P. W. Dennlaton, Assistant Conmissloner put it in these 
words (Part 2, p. 210):

", . .As we learn of these cases we review them and if it appears that 
the Government's bill is going to be increased in any important respect 
within the limits of the staff availability and depending on the size of 
the case, we will participate."

Staff availability, of course, depends in part on GSA's appropriations. 
Congress over the last decade has increased GSA's direct appropriations and GSA, 
with its authority to transfer funds from other of its activities such as 
purchases of strategic and critical materials and foreign aid procurement, has 
further augmented its direct appropriations. For example, 1957 marked the first 
year GSA asked for a separate appropriation for its transportation and utility 
functions. Prior to that it had financed these operations by transfers from 
other budget items. In 1956, it transferred $1,137,100 and therefore requested 
as a separate budget item for 1957 $269,100 more than it spent in 1956 or a 
total for 1957 of $1,407,000. (House Hearings 1957, Part 2, p. 921). Congress 
appropriated $1,251,100. In successive years, these transfers and supplemental 
appropriations have been as follows:

Appropriated
Transfers 
Sup. App. Total Spent

1957 $1,251,000 $ 5,900 $1,257,000
1958 1,515,000 151,700 1,666,700 *
1959 1,850,000 179,200 2,029,200
1960 2,000,000 357,200 2,357,200
1961 2,375,000

♦Does not include $50,000 from President 1's emergency fund.
The limited facts available indicate that GSA's interventions continue 

to increase although it currently has a relatively small nianber of cases on its 
docket considering its request for the largest appropriation in its history.
In 1957 there were 17 major transportation and 9 utility cases in which GSA was
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participating. (House Bearings 1958, Part 2, p. 1122-23). During 1958 GSA par­
ticipated in 50 transportation and 16 utility cases (House Hearings 1959, Part 2, 
p. 304; 1960 Part 2, p. 1326-28). During 1959, It participated In "29 major 
rate case proceedings before Federal and State regulatory bodies" involving 
carriers and 17 cases involving utility or cosaounlcatlon companies. (House 
Hearings 1961, Part 2, pp. 191, 202, 210). A list of certain cases in which 
GSA Is Interested Is attached as an Appendix.

With a total of about 50 people In negotiation and litigation work in 
both the transportation and utility fields, GSA will be In a position to carry 
out its plans for Increased activities in 1961. (House Hearings, 1961, Part 2, 
pp. 190, 201, 203, 208, 209, 210).

3.

GSA HAS TAKEN AN EXTREME ADVERSARY POSITION WHEN 
INTERVENING BEFORE REGULATORY AGENCIES

The extreme nature of GSA's opposition to general rate Increases during 
the Inflationary aftermath of World War II can be found in both transportation 
and utility cases. This antagonistic position has been in derogation of State 
and Federal legislative policy to allow revenues necessary to cover added costs 
of operation and to preserve the financial integrity of such industries so that 
they may serve the public.

An Illustration of GSA's policies comes from one of its officials, given 
in the presence of GSA's Administrator, Mr. Franklin G. Floete. This official, 
Mr. Edward Mills, Deputy Administrator, was asked by Senator Bllender if GSA 
dictated to regulatory agencies what rate of return the agencies would allow.
Mr. Mills, In answering in the negative, went on to explain,

". . . We believe that the cost of capital is quite a different figure 
than rate of return and in these cases before regulatory bodies, be they 
Federal or State, we do not presume to tell or suggest to the regulatory 
commission what the fair and reasonable rate of return should be.

"That Is exclusively within the Jurisdiction of the regulatory body.
We do Introduce figures and statistics to show what the cost of capital 
figures may be after allowing for a factor that permits the economic well­
being of the company.

"Senator Ellender. Why do you not leave that to the Commission? Why 
would you even suggest It?

"Mr. Mills. These are the only ways that rate of return cases can be 
tried, as we understand it, so we endeavor to put in what we regard as a 
minimum or floor figure to establish a range within which the rate of 
return can be determined by the regulufory body.

71036 0 — 61---- 60
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"Obviously, Che high side of Che range would be whaC Che public utility 
company pleads for and Che low figure in Che range would be whaC Che Gov­
ernment or Che municipallCy or counCy or ScaCe may InCroduce in evidence." 
(Hearings Senace Subcommittee on App ro pr lad on s, Independent Offices, 1959, 
p. 391-392)

By Chese words, GSA reveals Che naCure of lCs activities. Ic should 
know ChaC ics "low figure" for race of reCurn will probably be reJecCed. Ics 
evidence places one governmencal agency on record as urging anocher governmental 
agency Co deparC from legislaclve policy Co promoCe sound and efficlenC transpor- 
CaClon and communicaCion systems. IC expands Federal money for such objectives 
when Che same money could be uCilized Cowards a beCCer implementation of legis­
lative policy in Che regulatory field. Moreover, in several cases GSA, while 
introducing evidence of a "low figure" on rate of return, has represented Co Che 
commissions Chat such was Che highest permissible maximum. 1/ And, when Che 
proceedings resulc in something less Chan Che utility or carrier sought, GSA 
claims ChaC its efforts alone resulted in vast savings Co the Federal Government.

The foregoing reflects GSA*s actual activities before regulatory agen­
cies. In the Washington Gas Light Company Case (No. 456, July 22, 1958, 24 PUR 
(s) (417), GSA introduced testimony before the Public Utilities Comnission of 
the District of Columbia that a fair rate of return was 5.51X (p. 434). This 
testimony, to the extent that it directed itself to the question of a fair rate 
of return, duplicated that offered by the Commission's own expert who proposed 
a range of 6.10X to 6.25X as being fair. The Comnission rejected both opinions 
and found a return of 6.45X as necessary to protect the financial integrity of 
one of Washington's vital utility services.

1/ Contrary to Mr. Mills' statement of GSA's position, its witness in F.C.C. 
Docket 11645, Vol. 104, p. 9944-45 July 15, 1959, Involving Western Union 
and the Bell System testified that cost of capital and fair rate of return 
are the same and when confronted with Mr. Mills* testimony quoted on the 
previous page, stated:

"I disagree with that. I have to, on the basis of my long-time position 
as an expert on cost of capital and fair rate of return."

Before the Comnission of the District of Columbia in No. 1812/56, Formal 
Case No. 430, May 5, 1954, p. 1312, GSA's witness gave similar testimony, 
saying:

"The second approach is to estimate each element entering into the 
computation liberally, resolving all reasonable doubts in favor of the 
utility company. The result of such a determination is not a bare cost 
of capital; it is the fair rate of return. I have used this second 
approach in this case."
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Despite these actual occurrences, GSA claimed before the House Subcom­
mittee on Appropriations that It was "successful" before the D. C. Commission 
In saving the Government $30,000 per year In its gas bills. This $30,000 Is a 
part of GSA's claim of total savings In the utility field of $800,000 per year 
during fiscal 1959. (Hearings House, Independent Offices Appropriations 1960,
Part 2, p. 1338)

Before the Civil Aeronautics Board, GSA took a more extreme position 
than any other party in resisting any Increases in fares for the Nation's air­
lines. (General Passenger Fare Investigation Docket 8008). Here GSA's position 
was that it "opposes any fare increase" (p. 5 of Initial Decision of Examiner,
May 27, 1959). It argued that the airlines should operate more reduced or coach 
fare planes and thereby Increase their revenues by a volume, second-class 
service. These arguments for a denial of any Increase were contrary to testi­
mony by all witnesses that Increases were necessary and to the final decision 
of the CAB granting Increases.

GSA has Intervened in all recent cases Involving general Increases In 
railroad rates. Its position in all cases except one has been that Increases 
were not necessary.

GSA intervened during January 1960 in its first proceeding before the 
Federal Power Commission in a case involving Southern Natural Gas Company,
Docket No. G-20509. On April 13, GSA's attorney announced that GSA Intended to 
present a direct case on the cost of capital because GSA was not satisfied with 
the presentation made by the FPC's staff. He further stated: "I personally am 
not satisfied that the Company's presentation on the question of rate of return 
has been successfully discredited or rebutted." When GSA's witness appeared on 
May 10, he stated that his capital cost figure of 5.78X would "satisfy the mini­
mum requirements of a non-conflscatory rate of return. My calculations represent 
the floor of a range of fair rate of return."

GSA has Intervened in many post-war telephone rate cases, assuming on 
most occasions the most extreme position of any party adverse to the requested 
Increases. In all cases the rate of return urged by GSA was substantially below 
that generally found to be fair by regulatory commissions throughout the United 
States.

As a final indication of the position of GSA in this matter of adversary 
intervention in regulatory matters, there remains the presentation of $10,000 in 
so-called Incentive awards to GSA employees in connection with a case before the 
FCC Involving certain private line rates o* the Bell Telephone System and Western
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Union. Here GSA claimed that Its activities resulted In rate reductions far 
beyond Its expectations.

The questionableness of these awards lies both in the facts upon which 
they were based and in the hazard which they pose for a continuance of orderly 
regulatory processes. A premium has seemingly been placed upon flat opposition 
to rate increases in the hopes of obtaining an award.

First, the facts. The FCC, and not the GSA, instituted a general in­
vestigation of the rates for private line telephone and telegraph service of the 
Bell Telephone System and of the rates for leased line telegraph service of 
Western Union, the only type of private line service it offers. Then the FCC, 
without the instigation of GSA, ordered both carriers to submit cost data. On 
December 9, 1957, the Bell System submitted the cost data to the FCC and gave 
GSA a duplicate copy. This data showed overall earnings from both services of 
6.47. but with telephone earnings 11.77. and telegraph only 2.67.. On February 7, 
1958, just two months later, GSA utilized this cost data as the basis for a 
petition to FCC seeking a 257. reduction in the telephone rates, "together with 
any other appropriate upward or downward adjustments" necessary to bring tele­
phone and telegraph rates into balance.

Before GSA's petition was heard, the Bell System introduced a restate­
ment of its 1955 study which took into account significant financial changes.
The restated study showed over-all earnings of 5.4% with telephone earning 10.7% 
and teletypewriter 1.7%. Western Union's report showed earnings of 1.83% before 
taxes.

Subsequently on July 25, 1958, the FCC ordered an interim reduction of 
15% in private line telephone rates. This amounted to $5,700,000 based upon 
1955 volumes or $11,000,000 based upon 1958 volumes. Thereafter AT&T sought an 
interim increase of $11,000,000 (1955 volumes) in teletypewriter rates and 
Western Union sought similar increases for its services. Increases allowed 
AT&T amounted to $8,400,000 based upon 1955 volumes or $13,000,000 based upon 
1958 volumes. Moreover, Western Union was allowed an Increase of $4,200,000. 
Thus, based upon 1955 volumes, there were overall interim reductions of 
$5,700,000 in telephone rates and increases of $12,600,000 in teletypewriter 
and, based upon 1958 volumes, reductions of $11,000,000 and increases of about 
$17,000,000.

In the face of these facts on July 14, 1959 GSA made awards totalling 
$10,000 to twelve employees with individual shares ranging from $200 to $3,000.



INDEPENDENT OFFICES APPROPRIATIONS, 1962 947

Its citation stated in part:
"For exceptional accomplishment resulting in estimated savings to the 

Government of more than $100,000,000 over a ten year period, the twelve 
employees named above have been recognised by the largest group monetary 
award ever given in GSA........
" . . .  The extraordinary efforts of all members extending over a two-year 
period resulted in rate reductions and consequent savings to the Govern­
ment far beyond expectations."

In summary, these claims of savings and the granting of extraordinary 
awards to its employees were made by GSA notwithstanding the fact that the pro­
ceeding had been initiated by the FCC and the further fact that the interim rate 
changes brought about by GSA's petition actually resulted in overall increases 
of about $6,000,000 (1958 volumes) to communications users as a whole.

Now as to the Implications for all regulatory agencies and all regu­
lated Industries. If it is assumed that the giving of incentive awards for 
savings to the Government may be laudable recognition of effort on the part of 
Federal employees, why should not the staffs of regulatory agencies be similarly 
treated? There is no more reason to restrict regulatory employees than GSA em­
ployees for diligent efforts to reduce the rates of carriers or utilities.

There is another serious Implication. GSA employees are paid to repre­
sent Government agencies before regulatory commissions. Are they any more 
entitled to Incentive awards for claimed success than are district attorneys in 
criminal cases? Are Federal prosecutors to be paid bounties for the number of 
their convictions? GSA awards in this Instance are no different. For filing 
one petition predicated upon information requested by the FCC -- activities 
extending over a few months -- GSA employees have received $10,000 ranging from 
$3,000 for some of the employees down to $250 for secretaries who typed the 
necessary papers.

To reward GSA employees for their supposed ability to influence the 
actions of an independent regulatory commission is clearly wrong. Such a situ­
ation should not be permitted to exist if regulation in the public Interest is 
to be the standard as opposed to open season on utility and carrier rates.
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4.

THE POLICY OP GSA IN OPPOSING RATE OR PARE INCREASES 
IS CONTRARY TO THE NATIONAL POLICY DEALING WITH 

RAILROADS, AIR LINES AND UTILITIES

There Is no obligation or duty on the part of GSA to oppose general rate 
increases for the mere sake of opposition or solely to resist possible Increases 
in the cost of certain Government agencies. That such was the intent of Con­
gress is made clear by statements in congressional reports relating to GSA.
Such intent, and such intent only, is comparable with statutes establishing our 
national policy with respect to railroads, airlines and utilities.

It appears to be obvious, then, that the Administrator of GSA, in repre­
senting executive agencies before Federal and State regulatory agencies, would 
be expected to follow a course of conduct consistent with the requirement of 
national policy dealing with railroads, airlines, utility and communications 
companies. The sound objective of our national transportation policy, as set 
forth in the declaration contained in the Transportation Act of 1940, is the 
development, the coordination, and the preservation of a national transportation 
system by water, highway and rail, as well as other means, adequate to meet the 
needs of the United States, of the Postal Service, and of the national defense.\J 
To achieve this ultimate, it was recognized in the declaration that it was neces­
sary to "foster sound economic conditions in transportation and among the several 
carriers, and to encourage the establishment and maintenance of reasonable charges

1/ Title 49, United States Code Annotated, page 9 provides:
"National Transportation Policy": 'It is hereby declared to be the national

transportation policy of the Congress to provide for fair and impartial regu­lation of all modes of transportation subject to the provisions of this Act, 
so administered as to recognize and preserve the Inherent advantages of each; 
to promote safe, adequate, economical, and efficient service and foster sound 
economic conditions in transportation and among the several carriers; to en­
courage the establishment and maintenance of reasonable charges for trans­
portation services, without unjust discrimination, undue preferences or ad­
vantages, or unfair or destructive competitive practices; to cooperate with 
the several States and the duly authorized officials thereof; and to encour­
age fair wages and equitable working conditions;--all to the end of developing, 
coordinating, and preserving a national transportation system by water, high­
way, and rail, as well as other means, adequate to meet the needs of the 
commerce of the United States, of the Postal Service and of the national 
defense. All of the provisions of this Act shall be administered and enforced 
with a view to carrying out the above declaration of policy.'"
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for transportation service, without unjust discriminations, undue preference or 
advantages, or unfair or destructive competitive practices."

In legislating in the field of conmunlcations, Congress has provided 
that the endeavors of the FCC should be directed towards regulating carriers in 
such a fashion as to provide "all of the people of the United States a rapid. 
efficient, nation-wide, and world-wide wire and radio communications service" 
which would serve the needs of national defense and general safety of the public. 
Congress also declared that a further purpose of the Communications Act was to 
centralise "authority heretofore granted by law to several agencies" in one 
responsible commission.1/

The Civil Aeronautics Board, in regulating the rates and services of 
airlines is given an even more explicit mandate. Here Congress has directed 
that the public interest requires the encouragement and development of air 
transportation not alone for domestic commerce and postal service but also for 
national defense.2/
1/ Section 1 of the Communications Act of 1934 provides:

"SEC. 1. For the purpose of regulating Interstate and foreign commerce in 
conmunlcation by wire and radio so as to make available, so far as possible . to 
all the people of the United States a rapid, efficient, nation-wide, and world­
wide wire and radio communication service with adequate facilities at reasonable 
charges, for the purpose of the national defense, for the purpose of promoting 
safety of life and property through the use of wire and radio communication, 
and for the purpose of securing a more effective execution of this policy by 
centralizing authority heretofore granted by law to several agencies and by 
granting additional authority with respect to interstate and foreign commerce 
in wire and radio communication, there is hereby created a commission to be 
known as the "Federal Communications Commission" which shall be constituted as 
hereinafter provided, and which shall execute and enforce the provisions of this 
Act."
2/ Section 102 of the Federal Aviation Act provides:

"SEC. 102. In the exercise and performance of its powers and duties under 
this Act, the Board shall consider the following, among other things, as being 
in the public interest, and in accordance with the public convenience and 
necessity:

(a) The encouragement and development of an air-transportation system 
properly adapted to the present and future needs of the foreign and domestic 
commerce of the United States, of the Postal Service, and of the national 
defense;

(b) The regulation of air transportation in such manner as to recognize 
and preserve the inherent advantages of, assure the highest degree of safety in, 
and foster sound economic conditions in, such transportation, and to improve the 
relations between, and coordinate transportation by, air carriers;

(c) The promotion of adequate, economical, and efficient service by air 
carriers at reasonable charges, without unjust discriminations, undue pref­
erences or advantages, or unfair or destructive competitive practices;"
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Thus, GSA has neither been charged with the duty nor granted the au­
thority to regulate the rail and air transportation systems of the country or 
the communications and utility industries. This duty and authority rests with 
the specific federal and state agencies. Congress has established federal 
policy and has charged the particular agencies with the administration of all 
sections of the respective acts in keeping with and so as to give effect to such 
policy. State Legislatures have done likewise. These policies embrace both the 
public interest in sound, adequate and efficient transportation, utility and 
communication systems and in the interest of national defense.

GSA has all too often taken courses of action before regulatory agencies 
indicating that it has little or no interest in the stated declaration of legis­
lative policy dealing with comaunications, utilities and transportation compa­
nies and, indeed, it has been subjected to criticism by the Senate for such 
courses of action.1/ The statute authorizing it to appear in matters before 
regulatory agencies has seemingly been construed by it as a mandate that it

1/ This is made clear by Senate Report No. 2034 (dated July 31, 1954) accompa­
nying H.R. 9936, where, referring to the Administrator of General Services, the 
Senate said:

"For instance, the Administrator of General Services is required by the 
Federal Property and Administrative Services Act to represent executive agencies 
before Federal and State regulatory bodies in proceedings involving transporta­
tion and other public utility services to the extent that he determines that so 
doing is advantageous in terms of economy, efficiency, or service. The fact 
that one of the guiding standards is 'advantageous in terms of economy' would 
not require opposition to proposed general increases in rates of carriers or 
utilities simply because such increases would increase the cost of operations 
of certain Government departments. Opposition for such a reason would consti­
tute a misconception of duty, a narrowness of outlook, and a misconstruction of 
the intent of Congress. Efficiency and proper service cannot long be maintained 
by carriers and utilities unless they are accorded a rate structure that will 
provide them with sound credit and yield them a fair return. If the increases 
sought would not yield more than enough for such purposes, then no Government 
agency or department should oppose such increases because ultimately the ability 
of the Government itself to render efficient service and to insure our national 
security is dependent upon the maintenance of sound and efficient systems of 
transportation and other utilities. The importance of these considerations far 
outweighs the importance of a showing of greater economy in a department's 
expenditures for transportation. In short, a proper interpretation of the 
standards of the Federal Property and Administrative Services Act calls for a 
course of conduct in connection with appearances before regulatory bodies con­
sistent with the requirements of the national transportation policy."

No further action was taken by the Congress on this report.
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shall oppose general rate Increases when Che officials of GSA "chink Che lncer- 
esc of Che GovernmenC is sufflclencly large."1/ Such an InCerpreCadon, of 
course, noc only makes 1C more dlfficulc for Che regulacory agencies Co perform 
cheir dudes under Che declaraclon of leglslacive CransporCadon and ucilicy 
policy, buC is conCrary Co Che InCenC of Congress as various congressional re- 
porCs clearly scace. The course of conduce of GSA in connecCion wich appear­
ances before regulacory bodies should be conslsCenC wich Che requiremenCs of 
Che nadonal policy.

The face chac Che Federal GovernmenC has become Che largesC single user 
in Che n adon or in many scares affords no legal, moral or logical ground upon 
which Co predicaCe opposlclon Co general increases in races designed Co do no 
more, if so much, Chan Co provide revenues essenClal Co Che mainCenance of 
sound, adequaCe and efficlenC services. Indeed, wich Che GovernmenC as Che 
largesC single user, where may such revenues be obCained if paymenC by Che 
GovernmenC of ics fair share is Co be resisCed upon Che mere ground of Increased 
coses Co a given agency?

The posicion of GSA in appearing before regulacory agencies should be 
calculaCed Co assise Che commissions in Che performance of Cheir duCles and Chls 
can hardly be achieved by opposlclon in every case regardless of meric and 
failure Co recognize elcher Che leCCer or Che spiriC of n adonal policy and Che 
essenclallcy Co Che nadonal welfare of providing revenues adequaCe Co mainCaln 
sound, adequaCe and efficlenC sysCems in Cimes of emergency is a consCanC and 
ever presenC demand. Any shorC-Cerm or peaceClme economies effecCed aC Che 
sacrifice of Che lnCeresC of nadonal defense would co ns dC uC e a shorCslghCed 
and dlsasCrous policy. The SenaCe has gone on record on Chls poinC.2/
1 / SCaCemenC of Adminlscracor Franklin Floece before Che SenaCe SubcommiCCee on 
AppropriaCions, IndependenC Offices 1959 , page 39 1:

"MR. FLOETE. JusC generalizing, of course, secCion 201 of Che Federal 
ProperCy AcC requires and ic is mandaCory ChaC we represenC Che GovernmenC or 
Che exe cudve agencies of Che GovernmenC before regulacory bodies boCh Scace 
and Federal, where Che InCeresCs of Che GovernmenC are served.

"AcCing under ChaC acC, we have and we sCill are appearing in Chose cases 
where we Chink Che lnCeresC of Che GovernmenC is sufflclencly large.

"Now, Chere are a greaC many cases where we do noC appear buC we have ap­
peared in Che lmporcanc cases. We Chink Chac as long as Che law is as ic now 
is chac 1C is our duCy Co do so and we inCend Co do so."
2/ The following excerpC from Che reporC of Che SenaCe ComnlCCee on Appropria­

Cions (submlCCed by Senacor Hayden, March 4 , 19 58 ) Co accompany H.R. 10 88 1,  
Che Second SupplemenCal AppropriaCions Bill, 1958  (S. Rep. No. 13 44 , 85 ch  
Cong., 2d Session, pages 10 and 11 ) succlncCly expresses Chis polnC of view:
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Pyramiding costs, Inadequate rates of return, and mounting capital re­
quirements have made it necessary for the railroads, utilities, airlines and 
communications companies to seek several general rate Increases during the post 
World War II period. Even with the rate increases so obtained, the revenues 
and earnings of these industries have fallen short of those necessary to meet 
unavoidable expenses, to permit establishment of sound credit and to provide a 
2/ - cont.

"It is the responsibility and function of the regulatory agency to assure 
that increases sought by carriers and utilities result in a fair return and no 
more than a fair return. The regulatory agency bears the responsibility for 
regulating the overall level of earnings allowable to a carrier or a utility 
and that agency makes such investigations and adduces such evidence as will en­
able it to determine the proper level of earnings to maintain sound credit, 
yield a fair return, and provide adequate service. No Government agency or 
department should oppose Increases requested by carriers or utilities merely 
because there may be some advantage 'in terms of economy,1 because ultimately 
the ability of the Government itself to render efficient service and to Insure 
and to Insure our national security is dependent upon the maintenance of sound 
and efficient systems of transportation, communication, and other utilities.

In short, a proper interpretation of the standards of the Federal Property 
and Administrative Services Act calls for a course of conduct in connection with 
appearances before such bodies which seeks to assure that no disproportionate 
rate burden is placed on the Federal Government and that the particular interest 
and requirements of the Government as a consumer are made known. Question of 
overall earnings, rate of return, and adequacy of service should be left to the 
Federal and State regulatory agencies, as clearly intended by the Congress and 
the State legislatures when the statutes establishing these agencies were passed."

To implement this instruction a rider was offered to the appropriations 
bill prohibiting the expenditure of funds for opposition to general rate in­
creases but it was stricken on a point of order in the Senate. However, in 
conferences on the bill, the conferees stated, "The conferees expect the General 
Services Administration to act with good judgment and not enter into any harass-^ 
ing activities -- to avoid trivialities and protect the interest of the 
Government."

On June 5, 1958, the Senate Appropriations Committee also stated in Report 
No. 1656 to accompany H.R. 11574, the general appropriations bill for fiscal 
1959:

"Complaints have been received by the committee, however, regarding the 
participation of GSA in proceedings involving carriers or other public utilities 
before Federal and State regulatory bodies, that GSA representatives have ex­
ceeded a clear interpretation of the law in connection with such proceedings.

"In the opinion of the committee, GSA should act in such proceedings to 
protect the interests of the Government's executive agencies as users of such 
utilities, in the same fashion as any other user of such utilities, without 
Interfering with the functions of the regulatory bodies before whom they make 
appearance."

No further action was taken on this recommendation
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fair return. Capital requirements, particularly with reference to freight cars, 
have not been adequately met. Measured by the above-mentioned standards and 
considerations, there should have been no opposition from GSA to such rate 
increases. Nevertheless, GSA did oppose such action.

5.

REGULATORY AGENCIES OPPOSE GSA INTERVENTION

Regulatory agencies have condemned the unlimited participation of GSA 
in regulatory matters as a misconception of the GSA's proper function, result­
ing in wasteful duplication as well as being otherwise contrary to the public 
interest. To these strongly expressed opinions can also be added the authori­
tative voice of the National Association of Railroad and Utilities Commissioners, 
an association composed of both state and federal regulatory commissioners.

Here then are expressions from a cross-section of regulatory commissions 
who have admirable qualifications for refuting the idea that a regulatory over­
seer role for GSA is necesary in the public interest.

The NARUC, at an Executive Committee meeting in Washington on February 
13, 1958, directed its now president, George R. Perrine, also chairman of the 
Illinois Commerce Commission to "call this serious matter" of the extent to 
which the activities of GSA "transgress upon the rights and duties of the regu­
larly established agencies" to the attention of all of its member commissions. 
This Mr. Perrine did in a bulletin of February 18, 1958, in which he pointed out 
the many ways in which GSA's activities have resulted in the past in "wasteful 
duplication which unnecessarily prolongs the proceedings and increases the cost 
thereof." The NARUC Bulletin read in essential part as follows:

"It is recognized that GSA has the statutory authority to represent 
executive agencies of the U.S. in rate proceedings. However, the responsi­
bility for regulation and the duty to weigh and protect the respective 
interests of the public, the user of railroad or utility service, and the 
owner of the business is peculiarly that of the regulatory agency created 
by Congress or the state legislature and charged with regulatory responsi­
bility. GSA is not charged with that responsibility.

"Recently GSA has followed the practice of intervening in rate proceed­
ings on behalf of the U.S. Government and participating as an adversary, 
adducing evidence on rate of return, rate base, cost of capital, valuation 
of property and other technical factors in the ratemaking process. In most 
cases the position urged by GSA on behalf of the U.S. Government is more 
extreme than that of any other participant, private or governmental.

"GSA is now seeking from Congress u reatly increased appropriations to 
finance even more participation in rate proceedings. . .With the increased
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funds GSA proposes Co expand its activities In regulatory matters and em­
ploy additional public utilities consultants to prepare cases and appear 
In rate proceedings urging particular ratemaking theories and otherwise 
duplicate the work of the experts of the regulatory commissions.

"It seems that GSA's statutory responsibilities to represent an execu­
tive agency in rate proceedings will be fulfilled if it brings to the at­
tention of the ratemaking body the peculiar needs, if any, of the particu­
lar agency concerned and also ascertains that the executive agency Is not 
discriminated against in terms of quality, kind of charges for service. 
However, it is GSA's present practice to intervene in rate proceedings and 
assume on behalf of the U.S. Government the posture of an adversary; to 
make extensive studies and adduce evidence on the various factors In the 
ratemaking process, including the valuation of utility property, the rate 
base, cost capital, and the amount of earnings which constitutes a fair 
rate of return to a utility. This is wasteful duplication which unneces­
sarily prolongs the proceedings and increases the cost thereof.

"We suggest that the members of this Association, representing all state 
and federal regulatory agencies, may desire to call to the attention of 
Congress, particularly those members serving on the appropriations commit­
tees of the Senate and House of Representatives, that GSA should limit its 
participation in rate proceedings so as to bring to the attention of the 
regulatory agency any peculiar needs of the particular agency represented 
by GSA, and that GSA should make only such studies and adduce such evidence 
as is necessary to assure that the executive agency is not discriminated 
against in terms of quality, kind, or charges for service."

Individual commissions before whom GSA has appeared also take exception 
to GSA's unlimited role. The bulletin which Mr. Perrine addressed to the mem­
bers of the NARUC must reflect his first-hand experiences with GSA when appearing 
before his own Illinois Commerce Commission. In Maryland, where GSA has appealed 
in rate cases, the Maryland Commission has protested any participation by GSA 
other than seeing that federal agencies are not discriminated against as to 
type and cost of service. Chairman Stanford Hoff of the Public Service Com­
mission of Maryland wrote Senator John Marshall Butler on April 24, 1958:

". . .In these cases GSA produces lengthy testimony concerning rate of 
return, rate base, cost of capital, valuation of property and other 
technical factors involved in ratemaking processes.

* * * * *

"This Commission wishes to protest against the existing GSA practices 
mentioned above and request that you may consider unfavorably that agency's 
request for additional appropriation for these purposes."

The Virginia Commission, likewise experienced with GSA's activities, termed them 
a "waste of public funds" and without "any benefit to the public." Chairman 
H. Lester Hooker of the State Corporation Commission of Virginia wrote Senator 
Warren G. Magnuson on April 24, 1958:

* * * * *
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"These are times that cry aloud for economy and efficiency In Government, 
and yet we have here one Federal Agency demanding a substantially larger 
slice of the taxpayers' money so that It may duplicate the Identical work 
for which another National agency, the Federal Communications Commission 
la charged with the performance of such obligation and it is assumed has 
been given adequate funds for such purpose. This certainly is a waste of 
public funds from which the public does not receive any benefit.

* * * * *

"The Virginia Coomission has its own engineering and accounting staffs 
who are well equipped and fully competent to develop all the essential 
facts in rate matters coming before the Virginia Coomission. This Federal 
agency cannot be of any benefit whatsoever to us in reaching our con­
clusions in rate cases. Now whatever effect, if any, it might have would 
be extra expense to the utilities which the rate payers would have to pay.
In fact, the establishment of such agency is a reflection upon the 
integrity and competence of the Communications Coomission and each State 
Commission. It is an inference that this agency is needed to see that the 
public's interest is fully protected. Such an inference is clearly un­
justifiable and unwarranted. It cannot possibly be of any benefit to the 
public, and speaking frankly, I cannot see any justification whatsoever for 
its existence."

In New Jersey that commission was forced to tell GSA that it thought that the 
Federal Government was attempting to "impose" on the New Jersey Coomlssion by 
asking for additional delay which might, under the terms of New Jersey law, 
allow rates to become effective without adequate consideration by the Commission 
and Commissioner Fusco said: "I do not think the Government ought to impose on 
another governmental agency and expect it to put itself out as serious as it 
might; it might have to let these rates go into effect without deciding this 
case merely because another governmental agency comes in and says they cannot 
be ready. I feel the timetable we have set up is reasonable. I think the people 
in Washington who have known about this case now for many months have got to 
make some sort of effort to be ready, Mr. Brennan." (N.J. Docket No. 10049, p. 
149)

GSA*s interventions are similar to those of the former OPA and indeed 
it has hired some former OPA employees as its "experts". The North Carolina 
Commission's opinion of such activities was given to Senator Sam J. Ervin on 
April 28, 1958:

" . . .  This Commission has some experience in like interventions on the 
part of the Federal Government in rate hearings wherein the OPA appeared 
and we found that such intervention by the Government was of little, if 
any, advantage to the rate payer, but resulted in prolonged hearings and 
increased the expense of the hearing by building up voluminous records in 
the cases by injecting a great amount of testimony that was of little or 
no aid to our Commission in arriving at a conclusion. . ."
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Mr. Alan S. Boyd is now a member of Che Civil Aeronautics Board, Che 
responsible federal agency over airline fares and service. When he was Chairman 
of Che Florida Railroad and Public Utilities Conmission he wrote on March 17, 
1958, to Senator George A. Smathers that:

". . . I am conscious of the sincere desire of every member of Congress 
to eliminate from the budget non-essential items. Believing as I do that 
the proper regulatory agencies, State and Federal, are not only consci­
entious but well qualified to carry out their statutory duties, and be­
lieving further that there is no desire on the part of any of these agencies 
to discriminate against any of these agencies of the Federal Government, I 
have no fear in alleging that such expenditures as I have described above 
are completely non-essential. I will even go further and say that it is 
through the unnecessary efforts of parties, public and private, such as 
the General Services Administration who add to the regulatory lag we in 
the field of regulation are trying to overcome. . . . "

Chairman John Doerfer of the Federal Communications Commission described 
before the Senate Appropriations Subcommittee both the difficulty which one 
federal agency has in criticizing another and his obvious concern about the 
overlapping of efforts by the FCC staff and GSA. When questioned concerning 
duplication, Chairman Doerfer stated:

"We are in the rather embarrassing position of attempting to state 
beforehand who should or who should not be permitted to participate in a 
rate case.

"But I do wish to make this observation, that where you have the same 
entity as presented by the FCC and the GSA representing the United States 
Government, that obviously there should not be any duplication of either 
effort or expense.

★ * ★ ★ *
" . . .  you have to consider if you are going to give another govern­

mental agency an appropriation and that agency draws upon our staff to 
supply them constantly with material, to what extent is there duplication 
and does it take away from the effectiveness of_ourataff._

"I might say the same thing with respect to the company. The Federal 
Communications Commission staff calls upon the company to supply a good 
deal of material and information. If the company is required to furnish 
the same material to not only GSA but to others you can see that prompt 
expedition of the rate case is liable to be hindered." (Senate Hearings 
on Independent Offices Appropriations, 1959, 85th Cong., 2d Sess,, p. 528.)

Only a few of the opinions of regulatory commissions are detailed.
Others of the 20 expressing alarm over GSA encroachment repeat the same obser­
vations. Some, however, add additional objections stating that it was never 
Intended that GSA should become a super-regulatory agency; that GSA's inter­
vention impugns the competency and integrity of commissions; and that GSA's 
appearances do not change the results which would otherwise have been obtained. 

Pertinent excerpts are shown on next page.
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GEORGIA:

ARIZONA:

CONNECTICUT:

MINNESOTA:

TENNESSEE:

IDAHO:

ARKANSAS:

. It usually tries to take over the functions of state staffs 
rather than try to assist the staff in an effort to arrive at a 
fair and reasonable conclusion. Generally, the representatives 
of the GSA in such matters are so-called 'experts' who have made 
a failure in general practice and seem to be concerned only in 
disruption of usual procedures with the hope of obtaining some 
advantages for the Governmental agency represented to the detri­
ment of the general rate-payer."

"We feel that the responsibility for regulations and the duty to 
weigh and protect the respective interest of the public, the user 
of railroad or utility services, and the owner of the business, 
is properly that of the regulatory agencies created by the Con­
gress and the states. We do not feel that it was ever intended 
that General Services Administration should assume that responsi­
bility."

"It is very apparent that if you provide monies in addition to 
those appropriated to your regulatory agency, you are doing in 
effect two things, first, you are impugning the competency and 
Integrity of your Government regulatory commissions and, secondly, 
if you are not doing that, you unnecessarily are duplicating the 
appropriating of the taxpayers' funds.

". . .The fact that the General Services Administration was 
granted this appropriation in the past has made the matters before 
the Federal Regulatory Commission, and before some State Commis­
sions, more costly and time consuming than necessary in order to 
arrive at the same conclusion that would have been arrived at if 
the General Services Administration were not attempting to Justify 
its existence."

"GSA wastes taxpayer's funds through bureaucratic duplication and 
usurps the rightful function of the State and Federal regulatory 
agencies."

". . . increased participation of General Services Administration 
would, in our opinion, unduly prolong and complicate the hearings 
with no commensurate benefit to the United States or the general 
public."

"We respectfully solicit your assistance in limiting the activi­
ties of the General Services Administration to the extent neces­
sary to assure that the executive agency is not discriminated 
against in terms of quality, kind, or charges for service as com­
pared with other users of similar services or facilities."

"This Commission is opposed to GSA requests for additional appro­
priations to be used to hire utility consultants to prepare cases 
and to appear in rate proceedings as adversaries before Federal 
and State regulatory bodies. This Interference by GSA impedes 
administration of law."



958 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

6.

GSA's PICTURE TO CONGRESS OF THE ROLE IT PLAYS BEFORE 
REGULATORY CO Wd SS IO NS

GSA has variously depicted to Congress the role it plays before regu­
latory commissions. On the one hand it represents that regulatory agencies are 
cast in the role of judges, without staffs, who approved any request of carriers 
and utilities for rate increases if it, GSA, does not intervene in opposition. 
From this premise, GSA then protrays Itself as the only opponent to increases 
in fares and rates and that its mere appearance before regulatory agencies re­
sults in substantial savings to the Government.

During hearings before a Subcommittee of the Senate Committee on Appro­
priations, Mr. Mills testified as follows concerning the role of Commissions:

"SENATOR ELLENDER. Do you try to beat down the price?
MR. MILLS. No, Sir. As we see it, we get all the facts on the table 

for the consideration and decision of the regulatory body. The regula­
tory body is, in lay language, the judge who decides the case and weighs 
the evidence and we are one of the parties appearing on behalf of the 
consumers.

In effect, you might say we are the attorney for the Government.
SENATOR ELLENDER. You are the attorney for the Government and you are 

speaking for the Government itself.
MR. MILLS. Yes Sir, the Government as a user of the service.
SENATOR ELLENDER. And you are appearing before a commission created by 

the Government, so it is all Government. \
MR. MILLS. No, the commission is the judge paid by the Government and 

we are the attorney or the advocate for the Government, so, in effect, you 
might call it an advocate versus judge relationship. We appear just as 
General Motors or General Electric or any other industrial concern would 
to present their cases." (Hearings, Subcommittee of Senate Committee on 
Appropriations, Independent Offices Appropriations 1959, p. 392)

Unlike GSA'8 representations, regulatory agencies do not sit as "judges" 
merely to decide conflicting claims. They are equipped with competent staffs, 
including lawyers who appear publicly and conduct an adversary presentation. 
GSA's intervention merely adds a second group of attorneys and auditors paid by 
the Government.

The extent of GSA's duplication of the efforts of regulatory staffs ex­
tends all the way from clerical checking for mathematical accuracy of reports 
by carriers and utilities to full-fledged adversary presentations by lawyers 
and witnesses in rate cases. It is almost impossible to estimate the time
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which GSA employees spend in their duplicative efforts, not to mention the 
added expense resulting from travel and per diem costa Incurred by GSA.l/

A further misconception of the operations of regulatory agencies is 
necessary for GSA to make its paper showing of vast savings to the Government, 
i.e., that regulatory agencies approve any rate or fare increase unless opposi­
tion is registered. Mr. F. W. Denniston, Assistant Commissioner for Transpor­
tation and Public Utilities Service, testified as follows before a Subcommittee 
of the House Committee on Appropriations:

"MR. THOMAS. Judge, stop right there. Is it your opinion from that 
language of the act that if no one complains of the reasonableness or the 
justness of a rate, that the Commission is to assume that it is reasonable 
and just?

MR. DENNISTON. That is the general practice with all regulatory 
commissions.

MR. THOMAS. So if some Federal employee doesn't come over and complain 
that the Federal Government is paying an unreasonable and unjust rate, the 
PCC in all probability wo n’t do anything about that rate?

MR. DENNISTON. That is correct, sir." (Hearings, Subcommittee of 
House Committee on Appropriations, Independent Offices Appropriations 
1959, Part 2, p. 305)

Based upon these two erroneous concepts that a regulatory commission is 
a "Judge" who approves an unopposed request for a rate increase, GSA claims 
that its activities result in vast savings for the Federal Government. GSA 
regularly speaks of savings when opposing rate increase requests and the savings 
are always measured by the difference between the rates granted by the Commis­
sion and the original request. For example, if GSA argues or testifies that NO 
increase is warranted and the regulatory agency nevertheless allows some in­
crease but less than the original request, GSA grades its efforts as successful. 
Or, if GSA is but one of several lntervenors and the utility or carrier does not 
receive the Increase requested, GSA claims sole credit and again marks its 
efforts successful. The assumption is implicit that the "savings" were due 
entirely to GSA activity rather than due in any part to the views of the
1/ Before the Senate Subcommittee Appropriations, Mr. Mills testified:

"In a recent month we screened something like 9,000 transportation dockets 
and out of those 9,000 dockets there were some 60 to 80 cases that seemed 
to have some substantial Impact on the Government.
* * * * *  i think wnat we do is simply assist in analysis, for instance, 
of any cost study that is submitted by the public utility to see if its 
figures are correct and valid. If there are any invalidities we point 
them out so that the regulatory body has the benefit of our analysis.
We try to get the true facts on the table for the regulatory body to 
weigh and decide. (Senate Hearings, Appropriations Committee, Independent 
Offices for 1959, p. 410-412)

71036 0 — 61----61
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responsible regulatory commission. Such an approach would make it appear that 
the commissions themselves are completely ineffective.

Up to the present there has been little occasion for Congressional com­
mittees to probe the tenuous nature of GSA's claims of success and savings. 
Congressman Jonas has touched on this subject:

"MR. JONAS. I understand, but if you had not appeared, the hearing 
would have proceeded anyway, and the Government would have gotten the 
benefit of any reduced rates granted as a result of the activity of the 
other consumer parties?

"MR. DENN1STON. That is correct, and it is Impossible to estimate what 
the decision of the Commission might have been if we had not participated.

"MR. JONAS. Therefore, you cannot actually be sure you saved $800,000 
solely.

"MR. THOMAS. He can amend his statement that he and the others did." 
(Hearings House Subcommittee on Appropriations - Independent Offices 
Appropriations 1960, Part 2, p. 1339)

A more intensive examination might reveal that despite GSA's presentations, its 
efforts did not produce the results it sought and that it nevertheless claims 
victories resulting in vast savings.

There is another aspect of GSA's claims of savings which show the 
liberties GSA takes in establishing a yardstick for its "successes." Does GSA 
really effect a "saving" when the net effect of the rate activities for which 
it claims success costs the Federal Government money? This poses the funda­
mental economic question of the propriety of the Federal Government, as a con­
sumer, using its weight and influence to have rates and fares set solely on the 
basis of their effect on the appropriations of federal agencies to the exclusion 
of any consideration of such rate activities on overall federal fiscal policies.

GSA makes no secret of its belief that rates and fares should be estab­
lished solely on the basis of their impact on the appropriations of federal 
agencies. In the CAB General Passenger Fare Investigation, it advanced this 
argument as a reason for the denial of any increase in complete disregard of 
the fact that an increase in fares would actually result in a net savings to 
the Federal Government. For example, GSA purported to appear on behalf of the 
executive agencies of the Federal Government —  other than the Department of 
Defense -- and stated that its interest in the proceeding was "confined to the 
effect the proceeding would have upon the substantial bills paid by the Federal 
Government to the airlines for passenger transportation." It pointed out that 
the civilian agencies of the Federal Government expended more than $13,000,000 
per year for domestic air travel, based on 1955 data, and that "For every one
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percent change In fares, expenses of the civilian agencies would be increased 
or reduced by more than $130,000 per year." (Brief to Examiner, pp. 11-12.)
But what GSA neglects to mention Is that, baaed on 1955 data, each one percent 
increase in domestic air passenger fares could also have netted the Federal 
Government as much as (a) $975,000 Increased passenger transportation tax 
collection; (b) $5,400,000 Increased income tax collections from airlines; and 
(c) $330,000 reduction In subsidy payments to local service airlines.

Moreover, GSA not only lost sight of the net financial gain to the 
Federal Government, it also Ignored the significance of over-all governmental 
policies to foster a healthy airline Industry for such purposes as national 
defense. To GSA, there was "no interest in the rate of return of the air car­
riers as such." Contrast the position of the Department of Defense -- which 
also Intervened in the General Passenger Fare Case -- as recorded by the 
Examiner in the Initial Decision:

"The Department of Defense takes no position on the particular fares which 
should be fixed, but refers to its dependence in war and peace on the com­
mercial air-transportation Industry. Its substantial use of commercial 
transportation is demonstrated by its $62,960,494 expenditure in 1957. It 
therefore considers the maintaining of a strong, modern, and economically
sound air-carrier Industry a matter of the greatest urgency." I.D., p. 5
(emphasis supplied).

All that GSA needs to do, to show great success under its measuring rod, 
is to enlarge its staff and Intervene in more cases. Even if its participation 
in additional cases is perfunctory, it will claim savings any time a regulatory 
agency, performing its statutory duty, denies a part of a requested Increase. 
Such illusory claims as these do not justify the continuance of GSA's duplica­
tive activities.

7.

THERE ARE PROPER FUNCTIONS FOR GSA

It is clear that the General Services Administration Intends not only 
to continue its present policy and activities with respect to utility and trans­
portation regulation, but that it plans to expand them. This it should not do. 
There is, however, no question but that the GSA can accomplish some worthwhile 
purpose in centralising necessary negotiations with utilities and transportation 
companies.

These proper functions can be performed without a wasteful duplication 
of the regulation of transportation and utility companies by federal and state
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commissions specifically entrusted with the administration of national and state 
legislative policies. Many experienced organisations have outlined the proper 
role for GSA in the regulatory process.
Some of them are:l/

The National Association of Railroad and Utilities Commissioners
Senate Appropriations Committee
Illinois Commerce Commission
U. S. Chamber of Commerce
Twenty State Regulatory Commissions
A clarification should be made of the duties of the Administrator of 

GSA under Section 201 of the Federal Property and Administrative Services Act 
of 1949 (Title 40, U.S.C., Sec. 481). A proper interpretation of the standards 
of that Act calls for a change of conduct by GSA in connection with appearances 
before the legislative regulatory bodies, both federal and state.

1/ NARUC: "GSA should limit its participation in rate proceedings so as to 
bring to the attention of the regulatory agency any peculiar needs of the 
particular agency represented by GSA; and that GSA should make only such 
studies and adduce such studies and adduce such evidence as is necessary to 
assure that the executive agency is not discriminated against in terms of 
quality kind or charges for service."
SENATE APPROPRIATIONS COMMITTEE: "In short, a proper interpretation of the 
standards of the Federal Property and Administrative Services Act calls for 
a course of conduct in connection with appearances before the regulatory 
bodies and interventions in rate proceedings before such bodies which seeks 
to assure that no disproportionate rate burden is placed on the Federal 
Government and that the particular interest and requirements of the Govern­
ment as a consumer are made known. Question of overall earnings, rate of 
return, and adequacy of service should be left to the Federal and State 
regulatory agencies, as clearly Intended by the Congress and the State legis­
latures when the statutes establishing these agencies were passed." (Report 
1344, 85th Cong., 2d Sess., p. 11)
ILLINOIS COMMERCE COMMISSION: "We note that General Services Administration 
did not attempt, in presenting data in this case, to concentrate upon pro­
posals directly affecting it or agencies of the federal government as cus­
tomers of the company but concentrated instead upon the subject of rate of 
return, which is an area in which the commission Itself has particular 
competence and concern." (Commonwealth Edison Company No. 44391, 44551-55 
June 18, 1958, 24 PUR(3) 209)
CHAMBER OF COMMERCE: "The responsibility for protecting the Interests of the 
public, including the Federal Government, in the regulation of rates, charges 
and practices of transportation and utility companies is exclusively that of 
appropriate Federal and State transportation and utility regulatory bodies.
No Federal agency should intervene before any State or Federal regulatory 
body in such matters except to present evidence of claimed discrimination 
against the Federal Government as a user of such services. Any further or ad­
ditional participation constitutes dilution of responsibility, unwarranted 
waste and duplication of effort."
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The suggestions of Informed bodies, set out In Footnote 1, could be 
carried out In one of three ways— first, by a reappraisal by GSA of its statu­
tory duty to represent the Government as Its procurement agency; second, by 
limiting GSA's appropriation to expand Its operations In the field of rate and 
fare regulation, as It Is presently doing, or third, by amending the basic Act 
to accomplish the same purpose.

If the GSA confined Its activities to a proper representation of the 
Government's Interests, It can perform a useful function In the transportation 
and utility fields for the several federal agencies and for the companies In­
volved. It would seem appropriate for that agency to:

1. Assist In the determination of the transportation and utility needs 
of the various Government agencies. A great variety of carriers and 
utility services are available. The Administrator could perform a valuable 
function by working with the agencies Involved and the carriers or utili­
ties to achieve the Ideal usage for each part of the Government.

2. Assist in the interpretation and application of tariffs. This work 
would help to determine the best transportation or utility service offer­
ings for psrtlcular tasks, the charges therefor, and regulations applica­
ble thereto, in order to decide what service to use. The same personnel 
could also see to It that the tariff provisions are fulfilled and that the 
charges as billed are correct.

3. See that transportation and service offerings are available which 
meet the requirements of the Government. This function goes beyond a 
consideration only of existing services. The General Services Administra­
tion could see that the offerings of carriers and utilities fully meet the 
Government's needs In terms of quantity, quality, and variety.

4. See that the Government Is not discriminated against as compared 
with others. In this connection, it may be necessary for GSA to partici­
pate in rate proceedings, In which case it could develop pertinent facts 
relative to Government usage and transportation and the Impact of existing 
and proposed rate schedules on the Government within the earnings levels 
determined by the regulatory body to be In the public Interest.
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LIST OP RATE CASKS IN WHICH

GENERAL SERVICES ADMINISTRATION PARTICIPATED

1959-60
TRANSPORTATION RATE CASES IN WHICH GSA PARTICIPATED -  FY 1959 

29 CASES

Case  T it le

R el ea se d  Ra te Rul es

Movers ' C on fe re nc e o f  
Am erica

E q u a li za ti o n  o f  R at es  a t  
No rth A t la n t ic  P orts

R ai lr oad Pass en ger  T ra in  
D e f ic i t

In cre ase d  E xp re ss  Rat es  
and Cha rg es , 1957

In crease d  LCL Rat es  In  
O f f ic ia l  T er r it o r y

Gen er al  I n v e s t ig a t io n  o f  
W est ern Cement R at es  in  
I n te r s ta t e  and I n tr a s ta te

In cre ase d  Rat es  -  C entr al 
S ta te s  T e r r it o r y , 1958

H ar ri so n and G raft on , In c .

USA by GSA v . The 
A tc h is o n , Topek a and  
Sa nt a Fe Rai lw ay  Com­
pa ny , e t  a l

Rul es  on L ig ht and Bu lky  
A r t ic le s

A p p li ca ti o n s  fo r  O pe ra ting  
R ig hts  ou t o f  L in c o ln , Neb. 
Kenosha Au to T ra n sp ort , 
I n c .;  Macks T ra nsp or t 
S e r v ic e ; and Ar co  Au to  
C a r r ie r s , In c .

N ati on a l F r e ig h t , In c .

In cre ase d  E xp re ss  R ate s,
LCL -  USA

Motor C arr ie r In crea se  -  
In te rm ou nta in  & P a c i f ic  
Co ast

Gen er al  In c re a ses  -  LTL 
P a c if ic  Nor th wes t

Docke t Number

Ex P art e Nos . 197 
and MC-C-49

Dk t. No. MC-C-1927

Dk t. I&S No. 6615

Dk t. No.  31 954

Ex P art e No.  210

Dk t. No.  32 29 0

Dk t. No. 32369

Dk t. No.  32 38 5(Su b 1)

Dk t. Nos . 29 932 and  
29928

Dk t. No.  32462

Dk t. MC-C-2027

Dk t. No s. MC-30837 
(Sub 2 4 2 );  MC-2230  
(Sub  9 ) ;  and MC-52657 
(Sub 54 1)

Dk t. MC-55878 (Sub 
6 TA)

Dk t. I&S No.  709 5

Dk t. No. 32887

Dk t. No. 32896

R egu la to ry  Agency

I n te r s ta t e  Comnerce Comm

I n te r s ta t e  Comnerce Comm

I n te r s ta t e  Comnerce Comm

I n te r s ta t e  Commerce Corns

I n te r s ta t e  Comnerce Comn

I n te r s ta t e  Commerce Comn

I n te r s ta t e  Commerce Comn

I n te r s ta t e  Commerce Comm

I n te r s ta t e  Commerce Comm

I n te r s ta t e  Comnerce Comm

I n te r s ta t e  Comnerce Comn

I n te r s ta t e  Commerce Comn

I n te r s ta t e  Commerce Comm

I n te r s ta t e  Commerce Comm

I n te r s ta t e  Comnerce Comm

I n te r s ta t e  Commerce Comm,
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Case Title Docket Niraber Regulatory Agency

Motor Carrier LTL & AQ, 
Increases between East 
and South, 2 percent Dkt. No. 32903 Interstate Commerce Comm.

U. S. v. Great Northern
RR Dkt. No. 31755 Interstate Conmerce Comm.

Increased Freight Rates, 1958 Ex Parts No. 212 Interstate Commerce Comm.
Increases, Transconti­
nental Intermountain
Coast Dkt. l&S No. M- 10330 Interstate Commerce Comm.

Verl Harvey, Inc.,
Contract Carrier Appli­
cation Dkt. No. 117099 Interstate Commerce Comm,

Kenosha Auto Transport
Corp., and Arco Auto 
Carriers, Inc.

Dkt. No. MC-30837 
(Sub 238) and MC- 
52657 (Sub 542) ’ Interstate Conmerce Comm.

Passenger Fare Level of 
Domestic Truckline
Carriers Dkt. No. 8008 Civil Aeronautics Board

Pacific Northwest Local
Air Service

Dkt. No. 5463
et al Civil Aeronautics Board

Common Carriers by Water- 
Status Express, Truck
Lines, Non Vessel Carriers

FMB Dkt. No. 815 Federal Maritime Board

Investigation, Agreements 
of Terminal Operators at 
Atlantic and Gulf Porta FMB Dkt. No. 816 Federal Maritime Board

Investigation of Ocean
Freight Forwarders; In­
vestigation of Payment of 
Brokerage to Freight 
Forwarders

FMB Dkt Nos. 765 
and 831 Federal Maritime Board

Alaska Steamship and 
Coast-wise Line FMB Dkt. No. 828 Federal Maritime Board

Investigation of Passen­
ger Service of Southern 
Pacific Company Case No. 5829

California Public Utilities 
Commission
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NEW TRANSPORTATION RATE CASES IN WHICH GSA PARTICIPATED
FIRST HALF -  FY I9 6 0

(6  C a se s)

C as e T i t l e

N a t io n a l F r e ig h t ,  I n c .

D ock et  Number

D kt.  No . MC-558 73  
(Sub  8 )

I n v e s t i g a t io n  o f  C o n d it io n a l  
Red uc ed  R ate s on  C oal to  
B en nin g an d W ash in gto n  
D.C .

Ar mo red  C ar , I n c . ;  P r o t e c ­
t i v e  M ot or  S e r v ic e  C o .,  
I n c , ;  W e ll s  F argo Ar mored  
S e r v ic e  C o r p .; Ar mored  
Motor  S e r v ic e  C o rp .;
Ar mo red  Motor  S e r v i c e ;  
B rin k s  I n c . ;  an d Du nb ar  
Ar mo red  S e r v ic e , I n c .  
o f  H a r tfo r d , Co nn .

G en era l I n c r e a s e s  In  
A la sk an  R ate s  and 
C har ge s

M er ch ants  F a s t  M ot or  
L in e s , I n c .

C om pla in t by D a ll a s  
Chamber o f  Commerce 
an d T ex as I n d u s t r ia l  
T r a f f i c  L ea gu e f o r  
R ed u c ti o n  o f  T ex as  
I n t r a s t a t e  M otor  
C a r r ie r s*  R ate s

D kt.  No . 32 871

D kt.  N os.  113333
(S ub  9 ,  1 0 ) ;  MC- 
11 110 3 (S ub  4 ) ;  MC- 
35807(S u b  7 ) ;  (S ub  3 2 )  
MC- 10 78 82  (S ub  6 ) ;  
MC-115013 (S ub  2 ) ;  
M C-8 78 57 (S ub  4 6 ) ;  an d  
M C -1 14 77 2( Sub  5 ) '

FMB D kt.  No. 88 1

T ex as RR Comm. 
D kt.  No. 2024

T ex as RR Corns. 
D kt.  No. 11755-T

Re gu latory Agency

I n t e r s t a t e  C om se rc e Comm

I n t e r s t a t e  Com merce Corns

I n t e r s t a t e Co mn erce Comm

F e d e r a l M arit im e Boa rd

T exas RR C om m is si on

T exas RR Com m ission
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CARRIER COMMITTEE PROPOSALS IN WHICH CSA PARTICIPATED
™ 1959

17 Proposals

C arri er  C om nl ttee  Docke t Humber

New En gla nd  T e r r it o r y  R a il road s Dk t. No. 3306

E ast er n  C en tr al  Motor C arrie rs  A sso c ia ti o n ,

Rocky Mo untai n Mo tor  T a r i f f  Burea u

C entr a l and So ut he rn  Motor F r e ig h t T a r i f f  
A ss o c ia t io n

T ra n s- C on ti n en ta l F r e ig h t Bu rea u

C en tr a l S ta te s  Motor F r e ig h t Burea u 

T ran s- C on ti n en ta l F r e ig h t Bu reau

M id dl ew es t Motor F r e ig h t Bu reau

M iddl e A t la n t ic  C on fe re nc e

W estern  Trunk Lin e T e r r it o r y  Comm itte e

So ut he rn  Motor C a rrie rs  Ra te C on fe re nc e

C entr a l and So ut he rn  Motor F r e ig h t T r a f f ic  
A ss o c ia t io n

M iddle A t la n t ic  C on fe re nce

I l l i n o i s  I n tr a s ta te  Mo tor  C arrie r  Rate and 
T a r i f f  Bu reau , In c .

Montan a L in es  Co mm ittee

C en tr a l and So ut he rn  Mo tor  F r e ig h t Bureau  

M id dl e A t la n t ic  C onfe re nce

In c . Dk t. No. E- 32 88

P rop osa l No.  C- 1794

Dk t. No. 10266

P roposa l No. XB6610 (S )

Dkt . No. 33982

P roposa l No.  XB -661 0,  
Su pp lemen ts  l ( s )  and  
2 (c )  re op en ed

Proposa l No.  63043

Dkt . Nos, . B-8 81 4,  10 and IS

Dk t. No. D -l l- 5 9 9

Dk t. No. 0 0 0 -7 8 9 (c )

Dk t. Nos ,, 11 13 6 and 11 137

S p e c ia l Dkt . No. 68 2-A

Dkt . Nos . 1936  and 1871

P roposa l No.  A-262 0

Dkt . No.  10292

S p e c ia l Dkt . No. 6S1-A
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NEW CARRIER COMMITTEE PROPOSALS IN WHICH GSA PARTICIPATED
FIRST HALF - FY 1960

26 Proposals
Carrier Committee Docket Number

Western Trunk Line Committee Dkt. No. X-E-216-248
Southwestern Freight Bureau Dkt. No. A-8367 (X)
Texas-Louis!ana Freight Bureau Proposals X-18074-TX and

X-9O67-LA
Traffic Executive Association, Eastern
Railroads Dkt. Bulletin TE 90
Southern Ports Foreign Freight Bulletin 3978, Proposal 7074
Southern Freight Association Submittal A-28221, Dkt. No.

2049
Illinois Freight Association Bulletin No. 400, Proposal 

IRC-1204-50, 0RMV-1204-41
Official, Southern & Western Classification
Committee

Jt Dkt. No. 195, Subject 98

Trans-Continental Freight Bureau Proposal No. C-5469 (C)
Southwestern Freight Bureau Proposal No. B-10051
Western Trunk Line Committee Proposal No. C-50-2763
Central and Southern Motor Freight Tariff
Association Dkt. No. 11379
Central State Motor Freight Bureau, Inc. Proposal No. 36221
Southwestern Motor Freight Bureau, Inc. Dkt. No. 38 NM-210
New England Motor Freight Bureau Special Dkt. No. 19
Middle Atlantic Conference Dkt. Bulletin No. 706,

Proposal No. C-2608-8
Middlewest Freight Bureau Proposals 76686, 76687 and

76688
Central States Motor Freight Bureau Proposal No. 36783
Rocky Mountain Motor Tariff Bureau, Inc. Bulletin No. S-40, Proposal

No. 9-74-A
Southern Motor Carriers Rate Conference Proposal No. 001-1446 (E-S)
Central and Southern Motor Freight Tariff
Association Proposal No. 12105 (GRC)
Illinois Intrastate Motor Rate and Tariff
Bureau, Inc. Proposal No. 1871

Pacific Inland Tariff Bureau Dkts. Nos. 1787 and 1846
Middle Atlantic Conference Proposal No. C-3262-10
Central States Motor Freight Bureau, Inc. Proposal No. 37260
New England Motor Rate Bureau Classification Dkt. No. 188,

Items 13 and 14
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SAGE CASES IN WHICH CSA PARTICIPATED -  FISCAL YEAR 1959

6 CASES
(These  ca se s ha ve  s in c e  be en  co n so li d a te d  In to  4 cases as  shown be low)

Case T it le Docke t Number ReR ulatorv Agency

1. C onso lidat ed  P ri v a te  Le ased  Li ne s 
Ca ses (3 case s co n so li d a te d  in to  1 
as  of  December 31 , 19 59 ):

F edera l Co nm un lcat Ions  
Com miss ion

a . I n v e s ti g a ti o n  o f AT&T P ri v a te  
Line  Rates FCC 11645

b . I n v e s ti g a ti o n  o f W es tern  Union 
P r iv a te  Line Rat es FCC 11646

c . W es tern  Union Sw itch in g
P la n  55 Rates FCC 11646

d. AT&T C o n s tr u c ti o n  T a r i f f s
No. 145 FCC 11645

e . AT&T 82-B Sys tem  Ra tes FCC 11645

2. Co mplain t fo r  R epara ti o n s , Wester n 
Union P la n 55 FCC 12937 F edera l Comm uni cat ion s 

Com miss ion

3. In v e s ti g a ti o n  o f R at es  fo r  Data 
T ra nsm is si on  - AT&T

FCC 12194 F ed era l Co nm un icat ions  
Com miss ion

4 . P e t i t io n  fo r  In v e s t ig a t io n  of  Trans ' 
ocea n ic  Com munication Ratea-AT&T

- FCC 11645 F edera l Co nm un icat ions  
Com miss ion

NOTE: No new SAGE cases we re e n te re d  du ri ng  th e  F i r s t  H al f o f F is c a l Year 1960
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PUBLIC UTILITIES CASES 
FISCAL

11

Cage Title

Mobile Radio Service

Consolidated Edison Cnepany of 
New York

New Jersey Bell Telephone Co.

Pacific Telephone & Telegraph Co.

Baltimore Gas and Electric Co.

Public Service Electric and Gas Co.

Investigation - Accelerated Amor­
tization and Depreciation

Potomac Electric Power Co.

^Washington Gas Light

^Washington Gas Light Company

^Washington Gas Light Company

IN WHICH GSA PARTICIPATED 
YEAR 1959

Cases (Excluding 
are shown

SAGE cases which 
separately)

Docket Number Regulatory Agency

FCC 11992 Federal Communica­
tions Commission

18011/13 New York State Public 
Service Commission

10049 New Jersey Public 
Utilities Commission

39309 California Public 
Utilities Commission

5554 Maryland Public Utili­
ties Commission

10646 New Jersey Public 
Utilities Commission

6148 California Public 
Utilities Commission

DC PUC 3614, 
Md. PSC 5612, 
Va. SCC 14273

D. C. Public Utilities 
Commission; Maryland 
Public Service Com­
mission; and Virginia 
State Corporation Comm

DC PUC 3954, 
Case No. 456

D. C. Public Utilities 
Commission

Md. PSC Case 
No. 5546

Maryland Public Serv­
ice Commission

Va. SCC Case 
No. 13722

Virginia State Corpora­
tion Commission

♦Completed in Fiscal Year 1959
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NEW PUBLIC UT ILI TIES CASES IN WHICH GSA PARTICIPATED 
PIR ST HALF -  FISCAL YEAR 19 60

2 CASES

C ase  T i t l e D ock et  Number R e g u la to r y  A ge ncy

C o n s o li d a te d  E d is on  Company o f  
New Yo rk

N os.  1 9 7 5 7 , 
19798 and 
19 79 7

New York
S e r v ic e

S t a t e  P u b li c
Comal a a io n

C hesa pea ke & Po to m ac  T e le p h o n e  
Company o f  M ar yl an d

56 25 M ar yl an d P u b li c  
S e r v ic e  C om m ission
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ACTIVE CASES AS OF JUNE 30, 1960

TRANSPORTATION CASES

1. Released  Rates Ru les , ICC Ex Pa rte 197 - MC-C-49

2. Movers Con ference  of America,  ICC MC-C-1927

3i Equ al izat io n of  Rates a t North  A tl an ti c  P o rt s,  ICC I&S Dkt. 6615

4. Surcha rge  on Government B il l of  Lading Shipments, ICC I&S M-13652

5. Weste rn Cement Case , ICC Dkt. 32857

6. Incr ea se d R at es -C en tral  T err it o ry , 1958, ICC Dkt. 32385

7. Har ris on -G ra fto n Cases , ICC Dkt. No. 29932, 29928

8. U. S. v. A.T.&S.F. Ry. Co. e t a l . ,  ICC Dkt. No. 32462

9. Motor C ar ri er  In cr ea se -Int er m ou nt ai n & P ac if ic  Co as t, ICC Dkt. 32887

10. General Inc rea ses-L TL  Pac if ic  NW, ICC Dkt. 32886, and ICC Dkt. 33410

11. Na tio na l F re ig h t,  In c .,  ICC Dkt. No. MC-55878 (Sub 8)

12. Armored Car A pp li ca tions,  ICC Dkt. No. 113333, Sub 9 and 10, e t a l.

13. In cr ea se d Class Rates- To or  From P ts . in  F lo ri da,  ICC I&S Dkt. M-13525

14. Texas In tr a s ta te  (D al la s Chamber of  Commerce), No. 11755-T (Texas 
Rai lro ad  Commission)

15. Texas In tr a s ta te  In cre ase s,  Texas Rai lroa d Coomission Dkt. No. 11943-T

16. Sta tu s of  Non-Vessel C arr ie rs , FMB Dkt. No. 815

17. In vest ig a ti on  of  Termin al Ope ra to rs , FMB Dkt. No. 816 and 836

18. Ocean Fr ei gh t For warde rs In v est ig a ti on , FMB Dkts. 765 and 831

19. General In cr ea se s in  Ala skan Ra tes , FMB Dkt. No. 881

20. F il in g  of  T ari ff s  by Ter minal  Ope ra to rs , FMB Dkt. No. 875

21. In cr ea se  in  Rates , Pa cl fic-A tla nt ic /G ua m  Trade, FMB Dkt. No. 901

22. Passe nger Fare In v est ig a ti o n , CAB Dkt. No. 8008

23. Passe nger Fa re In cre ase , CAB Dkt. No. 11428
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PUBLIC UTILITY CASES

1.  Pub lic Se rv ic e E le c tr ic  end Gee Co ., Dkt, No. 106 46,  New Je rs ey  PUC

2.  Con eo lld eted  Edison Co. o f New York, Dkt. Nos. 197 57, 197 98,  19797,  
New York S te te  PSC

3. Chesapeake & Potomac Telephone Co. of  Maryland, Dkt. 562 5,
Maryland PSC

4 . Sou thern Na tur al Gas, Dkt . Nos. G-20509, G-1 851 2, FPC

5.  El Paso Na tural Gas, Dkt . No. BP 60 -3 , FPC

6.  Pub lic Ser vic e Co. of  Co lor ado, Co lo.  PUC No. 17406

SAGE

1. Co ne ol ld eted  Leased Line s Cas es , FCC Dkt. Nos.

a. AT&T Rates  11645

b.  Western Union Rate s 11646

c . Western Union Plan 55 11646
Sw itchin g Rates

d. AT&T Con stru ct ion 11645
T a r if f No. 145

e . AT&T 82-B Sw itc hin g 11645
System  Rates

2. Complaint fo r Rep ar at ions , Western Union Pla n 55 , FCC Dkt . No. 
12937

3. Data Tr ansm iss ion  Rat es , FCC Dkt . No. 12194

4 . Trans-O ceanlc Rates  -  AT&T, FCC Dkt. No. 11645

5.  C ali fo rn ia  Water & Telephone Co. (AT&T), FCC Dkt. No. 13381

6.  New England T el.  & T e l. , Dkt . No. FC-16 22, Maine PUC

7.  Common User Group (AT&T), FCC Dkt. No. 13514

8. Linc oln- Ti lla moo k T el.  Co. (AT&T), FCC Dkt. No. 13535

9 . B e ll  T el . of Nevada, Dkt . No.________ , Nevada PUC





COM M ENTS O F  G EN E R A L SE R V IC E S ADM IN IS TR ATI ON 
ON N O V EM BER I9 60  R E P O R T  BY  TH E TR A N SPO RTA TIO N  
AND COM M UNIC ATI ON D E P A R T M E N T  O F  TH E CH A M BER

O F C O M M ER CE O F THE UNIT ED STA TES 

T ra n s p o r ta t io n  an d  P u b li c  U ti li ti e s  S e rv ic e

N ovem ber I9 60

GENERAL SERVICES ADMIN IS TRATIO N
Washington 25, D. C.

DEC 2 3 1960

M r. G . W. C o ll in s
M a n ag e r
T ra n s p o r ta t io n  and  C o m m u n ic a ti o n  D e p a r tm e n t 
C h a m b e r  o f C o m m e rc e  of  th e  U n it ed  S ta te s  
161 5 H S t r e e t , N . W .
W ash in g to n  6 , D . C .

D e a r  M r . C o ll in s ;

Y our l e t t e r  o f N o v em b er 23  su b m it s  fo r  c o m m e n t a copy  o f a c o m m it te e  
r e p o r t  o f th e  T ra n s p o r ta t io n  and  C o m m u n ic a ti o n  D e p a r tm e n t co n c e rn in g  
GS A p a r t ic ip a t io n  in  r e g u la to ry  r a t e  m a t t e r s .

An  o p p o r tu n it y  to  c o m m e n t on  th e  r e p o r t  i s  h e lp fu l,  a s  i t  i s  a p p a re n t 
f ro m  th e  r e p o r t  th a t  G SA 's  ro le  is  n o t u n d e rs to o d . M y l e t t e r s  o f  Au g­
u s t  18 an d  S e p te m b e r  28  su g g e s te d  you m ig h t w is h  to  c o n fe r  w it h  ou r 
T ra n s p o r ta t io n  and  P u b li c  U ti li ti e s  S e rv ic e  b e c a u s e  o f o u r  d e s i r e  th a t 
th e  C h a m b e r  b e  fu ll y  an d c o r r e c t ly  in fo rm e d .

The  p r e s s  r e l e a s e  is s u e d  by  th e  C h a m b e r  ab o u t N o v em b er 7 and  w hic h  
h a s  r e c e iv e d  re c o g n it io n  in  t r a d e  p a p e r s  o f w id e c i r c u la t io n  s t a te s :

"A  c o m m it te e  r e p o r t  e s t im a te s  th a t  c u r r e n t ly  th e  G e n e ra l 
S e r v ic e s  A d m in is tr a ti o n  sp e n d s  $1  m il li o n  a  y e a r  fo r  u n a u th o r­
iz e d  a p p e a ra n c e s  b e fo re  f e d e r a l  and  s ta te  g o v e rn m e n t r a t e ­
se tt in g  b o d ie s . "

1 a m  c e r ta in  you  w is h  to  kn ow  th a t  th e  am o u n t s ta te d  is  in c o r r e c t  an d in  
any  e v e n t i s  n o t fo und in  th e  r e p o r t .  F u r th e r ,  th e  r e p o r t  in d ic a te s  
c le a r ly  th a t  a t  i s s u e  is  th e  in te r p r e ta t io n  of  G S A 's  s ta tu te  an d  i t  do es 
n o t c h a r a c te r i z e  o u r  a c t iv i t ie s  a s  “u n a u th o r iz e d . 11

E n c lo s e d  i s  a d e ta il e d  a n a ly s is  of  th e  c o m m it te e  r e p o r t  p r e p a r e d  b y  o u r 
T ra n s p o r ta t io n  and  P u b li c  U t il it ie s  S e rv ic e  w hic h  is  s e l f - e x p la n a to ry . 
The  fo ll ow in g  p e r s o n a l  c o m m e n t i s  a ls o  a d d e d .

C o n ti n u a l c r i t i c i s m  h a s  b e e n  r a i s e d  d u r in g  m y  te n u re  a s  A d m in is t r a to r  
an d , a c c o rd in g  to  th e  s ta ff , s in c e  th e  in c e p ti o n  of  GS A,  a g a in s t  GSA p a r  
ti c ip a t io n  in  s o - c a l le d  " g e n e ra l i n c r e a s e "  c a s e s .  T h is  a p p e a r s  to  b e  a t

710 36 0 —61 ------62
975
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M r. G , W. C o ll in s

th e  h e a r t  of th e  c o m p la in t in  th e  c o m m it te e  r e p o r t  o f th e  C h a m b e r.
N e it h e r  in  th a t  r e p o r t  n o r in  p r io r  r e p re s e n ta t io n s  to  m e h a s  an y  con­
v in c in g  b a s i s  b e e n  sh ow n fo r th is  o b je c ti o n . T o th e  c o n t r a ry , e a r ly  in  
m y  te n u re  d u ri n g  h e a r in g s  on  G S A 's  1957 a p p ro p r ia t io n , s e v e re  c r i t i ­
c is m  w as e x p r e s s e d  b e c a u s e  GSA h ad  fa il e d  to  p a r t ic ip a te  in  a g e n e ra l  
in c r e a s e  c a s e  b e fo re  th e  In te r s ta te  C o m m e rc e  C o m m is s io n . We hav e  
s in c e  p a r t ic ip a te d  in  su ch  c a s e s  p ro v id e d , of  c o u r s e ,  th a t th e  G o v ern ­
m e n t 's  i n t e r e s t  a s  a c o n s u m e r  o r  s h ip p e r  i s  s u b s ta n t ia l .

C r i t ic is m  i s  a ls o  e x p re s s e d  of  G SA 's  " e x t r e m e "  p o s it io n  w ith r e s p e c t  
to  c o s t of c a p i ta l  o r  r a te  of  r e tu r n .  In  19 57 , u pon  a  m a jo r  re v ie w  of  
GSA p o l ic ie s  in  r e g u la to ry  p ro c e e d in g s , i t  w as re c o m m e n d e d  to  m e , 
an d  I a p p ro v e d , th a t GSA te s ti m o n y  on  th is  i s s u e  be  c h an g ed . P r e v i­
o u s ly , o u r  w itn e s s e s  e x p re s s e d  an  o p in io n  o r ju d g m e n t a s  to  w hat  w as 
a  " f a i r  r a te  o f r e tu r n .  "  It  w as  o u r  b e l ie f  th a t th is  d e te rm in a ti o n  w as 
p r im a r i ly  th a t  of  th e  r e g u la to ry  c o m m is s io n s  an d  th a t we  sh ould  r e ­
s t r i c t  o u r  p r e s e n ta t io n s  to  th e  m o re  fa c tu a l b a s i s  of  c o s t  of  c a p i ta l , on  
th e  b a s i s  o f w hic h  I a m  to ld  e s s e n t ia l ly  a l l  c o m m is s io n s  m ak e  th e i r  fi nd­
in g s  of r a te  o f r e tu r n .

The  in c e n ti v e  a w a rd  g iv en  to  c e r t a in  GSA e m p lo y e e s , w hic h  i s  d e s c r ib e d  
a s  q u e s ti o n a b le , w as m ade u n d e r an  e x p r e s s  s ta tu te ;  i t  w as re c o m m e n d e d  
to  m e b y  th r e e  to p  o f f ic ia ls  of  GSA; an d  i t  h ad  p r i o r  re v ie w  and  a p p ro v a l 
b y  th e  U. S . C iv il  S e rv ic e  C o m m is s io n .

We in  GS A do  no t ta k e  th e s e  r e g u la to ry  m a t te r s  li g h tl y  and  we  a r e  con­
s ta n tl y  s tr iv in g  to  im p ro v e  an d s tr e n g th e n  o u r p a r t ic ip a t io n . O ur  p o li ­
c ie s  have  b e e n  f re q u e n tl y  re v ie w e d  and  we a r e  c u r re n tl y  m ak in g  a  r e a p ­
p r a i s a l  in  a c c o rd a n c e  w ith  th e  r e q u e s t  of  th e  A p p ro p r ia ti o n s  C o m m it te e  
of th e  U. S . S e n a te .

O ur r e p re s e n ta t iv e s  w il l be g la d  to  m e e t  w ith  y o u r c o m m it te e  o r  o th e r  
C h a m b e r r e p r e s e n ta t iv e s  to  d is c u s s  any  a s p e c t  o f o u r  re g u la to ry  a c t iv ­
i t i e s .

JtaAdKLIft J f h j b L t  
A d m in is tr a to r

E n c lo s u re
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COM M ENT O F  GS A ON  R E P O R T  O F  T R A N SPO R TA TIO N  
AN D CO M M UNIC ATI ON D E PA R T M E N T  O F  TH E 

CH A M BER O F  CO M M ERC E O F TH E UNIT ED ST A T E S

T he  R e p o rt of th e  T ra n s p o r ta t io n  an d C o m m u n ic a ti o n  D e p a r tm e n t o f th e

C h a m b e r  of C o m m e rc e  of th e  U nit ed  S ta te s , r e f e r r e d  to  h e r e in  a s  th e  C ham ­

b e r  R e p o rt,  p r e s e n t s  a n  in a c c u ra te  p ic tu re  of  G S A 's  a c t iv i t ie s  in  th e  r e g u la ­

t o r y  f ie ld .

The  T ra n s p o r ta t io n  and  P u b li c  U ti li ti e s  S e rv ic e  o f GSA h a s  r e s p o n s ib i l i­

t i e s  in  a n u m b e r  of a r e a s  n o t r e la te d  to  r e g u la to ry  p ro c e e d in g s , p r im a r i ly

in  co n n e c ti o n  w ith t r a f f i c  m a n a g e m e n t and  s e r v ic e s  in  c o n n e c ti o n  w ith  t r a n s ­

p o r ta t io n . Of  th e  $2 , 3 7 5 ,0 0 0  to ta l  b u d g e te d  fo r  T PU S fo r  f i s c a l  y e a r  19 61 , 

i t  i s  e s t im a te d  th a t  $ 3 5 0 ,0 0 0 , o r  abo u t 15%, is  ex p en d ed  in  co n n e c ti o n  w ith

r e g u la to ry  p ro c e e d in g s . S u b s ta n ti a ll y  l e s s  th a n  h a lf  th a t  a m o u n t,  o r  l e s s

th a n  7 -1 /2 %  of th e  to ta l , i s  sp e n t in  co n n e c ti o n  w it h  p ro c e e d in g s  b e fo re  S ta te

r e g u la to ry  c o m m is s io n s .

The  b ro a d  r e s p o n s ib i l i t i e s  o f T PU S a r e  d e fi n e d  in  a  f o rm a l o r d e r  of  th e

A d m in is t r a to r  (ADM  5 4 5 0 .3 , P a r .  14 1) , and  a r e  s e t  ou t in  A ppen dix  A to

th is  r e p o r t .

The  C h a m b e r  R e p o r t ( P a r t  7)  c o n c lu d e s  w it h  fo u r  r e c o m m e n d a ti o n s , a s

fo ll o w s:

" 1 . A s s i s t  in  th e  d e te rm in a t io n  of  t h e  t r a n s p o r ta t io n  an d u ti li ty  
n e e d s  o f th e  v a r io u s  G o v e rn m e n t a g e n c ie s . A g r e a t  v a r ie ty  o f c a r ­
r i e r s  and  u t i l i ty  s e r v ic e s  a r e  a v a i la b le . T he A d m in is t r a to r  co u ld  
p e r fo r m  a v a lu a b le  fu n c ti o n  b y  w ork in g  w ith  th e  a g e n c ie s  in vo lv ed  
and  th e  c a r r i e r s  o r  u t i l i t i e s  to  a c h ie v e  th e  id e a l  u sa g e  fo r  e a c h  p a r t  
o f th e  G o v e rn m e n t.
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"2 . A s s is t  in  th e in te rp reta ti on  and ap p li ca ti on  of ta r if f s .
This  w or k wo ul d hel p  to  dete rm in e th e b e s t  tr an sp orta ti on  or  
u ti li ty  s e r v ic e  o ff er in g s fo r p arti cu la r  t a s k s , th e ch a rg es th e r e fo r , 
and reg u la ti o n s app li ca b le  th e r e to , in  o rd er  to  d ec id e wha t s e r v ic e  
to  u s e . Th e sa m e p erso n n el co uld  a ls o  se e  to  it  th at  th e ta r if f  p ro ­
v is io n s  a re  fu lf il le d  and  th at  th e c h a r g e s  a s  b il le d  a re  c o r r e c t .

"3.  S ee  th at tr an sp orta ti on  and s e r v ic e  o ff er in g s are  a va il ab le  
whi ch  m e e t  th e req u ir em en ts  o f th e G over n m en t.  This  fu nct io n  
g o es bey ond a con si d era ti o n  only  o f ex is ti n g  s e r v ic e s . Th e Gen ­
e r a l S e r v ic e s  A d m in is tr ati on  co uld  s e e  th at  th e o ff er in g s o f c a r r ie r s  
an d u t il it ie s  fu ll y  m e e t  th e G over n m en t' s n e e d s in  te r m s o f quanti ty , 
qu ali ty , an d v a r ie ty .

"4 . S ee  th at  th e G ov er nm en t i s  not  d is cr im in a te d  aga in st  a s  
co m p are d  wi th  o th e r s . In th is  co n n ecti on , i t  m a y b e  n e c e s s a r y  fo r  
GSA to  p a r ti c ip a te  in  ra te  p r o c e e d in g s , in  w hic h c a s e  it  co uld  
dev el op  p erti n en t fa c ts  r e la ti v e  to  G over nm en t u sa ge  and tr a n sp o r­
ta tion  and th e im p a ct of  ex is ti n g  and p rop ose d  ra te  sc h e d u le s on  th e 
G over nm en t w ithin  th e earn in gs le v e ls  d ete rm in ed  by th e T eg ula to ry  
bo dy  to  be in  th e public in te r e s t . "

Th e m anagem en t and se r v ic e  fu nct io ns m en ti oned  in  th e f ir s t  th ree  

re com m en d ati on s a r e  la r g e ly  b ei ng ren d ered  in  ad dit io n to  o th ers not  

m en ti on ed . C om m en t i s  req u ir ed  on ly  a s  to  th e fo urth , whi ch  in  e ff e c t

su g g e s ts  th at  G SA 's  ro le  in  regu la to ry  p ro ceed in g s  be li m it ed  to  d is c r im i­

nat io n  m a tte r s . W hi le th e exact sc op e of  th e li m it a ti o n  th us p rop ose d  is

no t c le a r , it  appare ntl y  co n te m p la te s e x c lu s io n  fr o m  p ro ceed in gs in vo lv ­

in g " rea so n a b le n ess"  or  th e le v e l  of  r a te s . Th e pri nte d  P o li c y  D ec la r a ­

ti on  fo r 1960-6 1  ad op te d by th e C ha m be r i s  m o re  s p e c if ic , st at in g "No

fe d era l agen cy  sh ou ld  in te rven e b efo re  an y st a te  or  fe d era l regu la to ry

b o d y .  . .  ex cep t to  p r e se n t  ev id en ce  o f c la im ed  d is c r im in a tio n .. .  " Reg u­

la to ry  st a tu te s g e n e r a ll y  dr aw  a c le a r  d is ti n c ti o n  bet w ee n  rea so n a b le n e ss  and

d is c r im in a ti o n , a s , fo r  ex am p le , S ecti on  1 o f th e In te rs ta te  C om m er ce  A ct
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re qu ir in g r e a s o n a b le n e ss  of  r a te s  co n tr a st ed  with  S ecti on s 2 and 3, pro ­

hib it in g d is c r im in a ti o n , p re fe r e n c e  or  p r e ju d ic e . The  sa m e d is ti n c ti o n

i s  m ad e b y  th e C om m unic ati ons A ct  in  S ecti o n  20 1 con tr a st ed  with  S ecti on

2 02 .

Th e re d u cti on  in  p r iv a te  li n e  te le p h one c h a r g e s  req u este d  by GSA and

o rd ered  by th e FC C in  195 8 w as  b a se d  s o le ly  on  r e a s o n a b le n e ss . It i s

th e re fo re  appare nt th at  the C ha m be r fa v o rs  ex c lu s io n  of GSA fr om  su ch

m a tt ers  ev en  th ou gh  in  th at  in st an ce  th e G over n m en t' s te le phone b i l l  w as

red u ce d  b y  m any m il li o n s  of  d o ll a r s .

Th e rem ain in g  p orti on s of  th e C ham be r R ep ort  a re  co m m ente d  on  as

fo ll o w s:

1. L e g is la t iv e  H is to ry  of GSA A c t . Th e le g is la t iv e  h is to r y  o f th e F ed ­

e r a l P r o p e r ty  and A d m in is tr a ti v e  S e r v ic e s  A ct  o f 194 9 st ate d  in  th e R ep or t

i s  d e f ic ie n t.  No  b a s is  ca n  be foun d fo r th e sta te m en t in  the R ep ort : "T he

H oo ve r C o m m is sio n  did no t in te nd  th at  rep resen ta ti o n  b efo re  regu la to ry  

b o d ie s  sh ould  ex te nd to  li ti g a ti o n  of  o v e r a ll  ea rn in g s le v e ls  o f c a r r ie r s  and 

u t i l i t ie s . " F u r th er , w hile it  i s  tr u e th at th e H oov er  C o m m is si o n  did no t 

su g g est th at  on e fu nct io n  of th e c e n tr a l a g en cy  sh ou ld  b e  to  li ti g a te  " c a r r ie r 's  

o v e r a ll  ea rn in g s le v e l s  or  ra te  str u c tu r e s"  b e fo r e  regu la to ry  c o m m is s io n s , 

it  i s  m o re  p rop er  to  st a te  th at  th e C o m m is sio n  did no t su g g est an y of  th e 

i s s u e s  w hic h sh ou ld  be li ti g a te d .

The le g is la t iv e  h is to r y  i s  c le a r  th at  th e ob ta in in g of rea so n a b le  ra te s 

w as th e p r im a ry  ob je cti v e  of  b oth th e n ego ti a ti o n  and li ti g a ti o n  fu n cti on s,
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s p e c if ic a ll y  c o v e re d  by  S ec ti o n  20 1( a) (4 ) o f G SA 's  A c t.  The  H o o v er C om ­

m is s io n  T a sk  F o rc e  R e p o rt re c o m m e n d e d  n o t on ly  th a t th e  ag en cy  be au ­

th o r iz e d  to  r e p r e s e n t  a l l  a g e n c ie s  of  th e  G o v e rn m e n t in  p ro c e e d in g s  b e fo re  

t r a n s p o r ta t io n  r e g u la to ry  a g e n c ie s  b u t a ls o  re c o m m e n d e d  th a t th e  ag en cy  

be  s ta ff e d  w ith  c o u n s e l who  "sh o u ld  be e x p e r ie n c e d  in  t r a n s p o r ta t io n  la w  

an d  in  p r a c t ic e  b e fo re  t r a n s p o r ta t io n  r e g u la to ry  b o d i e s . 11 F u r th e r ,  a s

s ta te d  in  th e  C h a m b e r  R e p o r t,  th e  te s ti m o n y  in  c o n n e c ti o n  w ith th e  b i l l

Whic h w as  e n a c te d , in  in c lu d in g  pu b li c  u t i l i ty  s e r v ic e s  in  th e  se c ti o n  d e a l­

in g w ith n e g o ti a ti o n  and  r e p re s e n ta t io n ,  p o in te d  ou t th a t th e  fu n c ti o n  w as

a lr e a d y  b e in g  p e r fo rm e d  u n d e r  E x ecu ti v e  O rd e r  6 166 . An im p o rta n t o m is ­

s io n  f ro m  th e  C h a m b e r  R e p o r t,  h o w e v e r , i s  th a t  d u r in g  th e  p e r io d  p r io r  to

th e  ad o p ti o n  of  th e  GS A A ct th e  B u re a u  of  F e d e r a l  Supply  h a d , u n d e r  E x e ­

c u ti v e  O rd e r  6 166 , p a r t ic ip a te d  in  a t  l e a s t  13 r e g u la to ry  ca se s- ^^  in vo lv in g

C b P  T e le p h o n e  C o . o f M d.  
Ne w J e r s e y  T e le p h o n e  C o. 
I ll in o is  B e ll  T e le p h o n e  C o . 
W e s te rn  U ni on T e le g ra p h  C o.

70 PU R(N S) 97 
72 PU R(N S) 37 
U n re p o rt e d  
70  PU R(N S)  168

194 8
P a c if ic  T e le p h o n e  b  T e le g ra p h  C o . 75  PU R(N S) 379 
P o to m a c  E le c t r i c  P o w e r  C o . 72  PU R(N S) 11
P a c if ic  G as  b  E le c t r i c  C o . 84 PUR(N S)  45 5

1949
New  J e r s e y  T e le p h o n e  C o. 78  PU R(N S) 97
C o n so li d a te d  E d is o n  C o .

P a c if ic  T e le p h o n e  b T e l.  
C b P  T e le p h o n e  C o.
Ne w Y ork  T e le p h o n e  C o . 
W ash in g to n  G as  L ig h t Co

(78 PU R(N S) 21 
(82 PU R(N S) 151 

C o. 80 PU R(N S)  355  
86 PU R(N S) 379  
84 PU R(N S) 267  
83 PU R(N S)  4
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p u b li c  u t i l i t i e s  d u ri n g  th e  p e r io d  1947 th ro u g h  19 49 . A ll  sa v e  on e o f th e se  

p ro c e e d in g s  d e a lt  w it h  g e n e r a l  i n c r e a s e s  in  r a t e s ,  and  te s ti m o n y  w as su p­

p li e d  on  th e  b ro a d  i s s u e s  o f r a t e  o f r e tu r n ,  r a t e  b a s e , c a s h  w o rk in g  c a p it a l 

r e q u i r e m e n ts ,  a s  w ell  a s  r a t e s .  T h e re f o r e , th e  q uo te d  s ta te m e n t  of  th e  

A cti ng  G e n e ra l C o u n se l of  FW A in d ic a te s  th a t C o n g re s s  w as a p p r is e d  of  

th is  a c t iv i ty  an d th e  th e n  p ro p o s e d  a c t  w as in te n d ed  e x p r e s s ly  to  a u th o r iz e  

c o n ti n u a ti o n  of p a s t  p r a c t i c e s ,  p a r t i c u l a r ly  in  v ie w  of  S e c ti o n  10 2( a)  w hic h

t r a n s f e r r e d  th o se  fu n c ti o n s  to  th e  GS A A d m in is t r a to r . The  su b s e q u e n t

e n a c tm e n t in d ic a te d  a  c l e a r  le g is la t iv e  in te n t th a t GS A c o n ti n u e  to  in t e r ­

v en e  in  u t i l i ty  g e n e ra l  r e v e n u e  in c r e a s e  c a s e s .

M en ti o n  i s  m ad e  in  th e  C h a m b e r  R e p o rt  o f th e  a m e n d m e n t of  th e  th en  

p ro p o s e d  b i l l  to  s t r ik e  c a r r i e r s  an d  t r a n s p o r ta t io n  f ro m  w hat  i s  no w  s e c ­

ti o n  2 0 1 (a )( 4 ).  It  sh o u ld  b e  ad d ed  th a t  th e  C o n fe re n c e  C o m m it te e  r e s to r e d

th is  p ro v is io n  an d th a t  in  th e  d e b a te s  M r . Jo h n so n  of  C o lo ra d o , who  w as  

C h a ir m a n  of th e  C o m m it te e  on  I n te r s t a te  and  F o re ig n  C o m m e rc e , in d ic a te d  

th a t  h is  o b je c ti o n  to  th e  in c lu s io n  o f th is  p ro v is io n  in  th e  GSA A ct w as b e ­

c a u s e  th e  b i l l  d id  no t "g o f a r  en o u g h "  and  th a t  he d e s i r e d  f u r th e r  h e a r in g s

on a n o th e r  b i l l  to  e s ta b l is h  a  F e d e r a l  T ra f f ic  B u re a u . T h e re  w as th e n  in ­

s e r te d  in  th e  r e c o r d  th e  te x t  o f S . 10 95 , w hic h  in c lu d e d  am ong  th e  v a r io u s  

d u ti e s  p ro p o s e d  fo r  th a t B u re a u , r e p r e s e n ta t io n  in  " a ll  p r o c e e d in g s . " 

F u r th e r  c r i t ic i s m  of  th e  GS A b i l l  w as th a t i t  e li m in a te d  th e  t r a n s p o r ta t io n  

o f th e  m i l i ta r y .  (C ong . R e c . ,  p . 87 47 )

T h e re  i s  e x te n d ed  d is c u s s io n  in  th e  C h a m b e r  R e p o r t c o n c e rn in g  th e  

ro le  o f th e  O ff ic e o f P r i c e  A d m in is t r a t io n  d u r in g  W orl d  W ar  II  an d  th e  Of­

f ic e  o f P r i c e  S ta b il iz a ti o n  u n d e r  th e  D efe n se  P ro d u c ti o n  A ct of  19 50 . The
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ro le *  o f OPA  and OP S o f co u r se  w er e d ir ec te d  to  th e nation al  in te r e s t  in  

h o ld in g -t h e -l in e  aga in st  in fl a ti on . GSA 's ro le  in  reg u la to ry  p r o c e e d in g s , 

on th e oth er  ha nd , i s  li m it e d  so le ly  to  rep resen ti n g  th e G ov er nm en t a s  a 

con su m er  or sh ip p er . It i s  a ccord in g ly  in accu ra te  to  c h a r a c te r iz e  GSA as 

a "p ub lic  d efe n d er , " a nd  i t  h as n ever  appea re d  in  a p roceed in g  in  th at  ca p a c­

it y . A tt ac hed  a s  an  A pp en di x is  GSA O rd er  TPS 5020 . 1, N ovem ber  19 ,

19 59 , whi ch  fo rm a ll y  s ta te s  GSA 's r o le .

No co n si d era ti o n  h as b ee n  giv en  by  th e C ham be r R ep ort  to  the l e g is la ­

ti v e  h is to r y  of  P .  L.. 96 8 -  84th C on gress (70 S ta t.  99 1)  in  whic h th e SA GE  

P ro je c t of A ir  F o rce  w as m ad e s p e c if ic a ll y  su b je ct to  GSA 's A ct.

2 . C osts  o f C a rr ie r  an d U ti li ty  A c t iv it ie s . Th e f ig u r e s  con ce rn in g  

th e bu dg et  o f G SA 's  T ransp ort ati on  and P u b li c  U t il it ie s  S er v ic e  a re  c o r ­

r e c t . It w il l be  se e n  th at  o f th e 196 1 fi g u r e s  sh ow n $482,5 00 or  on ly  ab ou t 

20% re la te d  to  li ti g a t io n , p lu s ot he r en um era te d  d u ti e s . A  sp e c ia l st udy 

recen tl y  m ad e in d ic a te s  th at  exp en d it u re s fo r li ti g a ti o n  al on e dur in g f is c a l 

yea r 1961  w il l am ou nt  to  $ 2 0 8 ,6 0 0  fo r a ll  act u a l or  p o te nti a l te ch n ic a l w it ­

n e ss  an d su ppor ting p erso n n el and  e x p e n se s . Th e c o s t  of  th e le g a l s e r v ic e s

in  regu la to ry  p ro ceed in g s  su pplied  by  th e T ransp ort ati on  and P u b li c  U ti li ti ec  

D iv is io n  of th e O ff ic e o f G en er al C ou nse l i s  e s ti m a te d  at $ 1 4 2 ,0 0 0  and rep re

se n ts  a p ort io n  o f a d m in is tr a ti v e  op erati on s fu nds.  Th e to ta l fo r a ll  te ch ­

n ic a l an d le g a l ex p en se  th e re fo re  i s  e s ti m a te d  to  be $ 3 5 0 ,6 0 0 , su b sta n ti a ll y

l e s s  than  h alf  o f w hic h i s  ex pen ded  in  Sta te  reg u la to ry  p ro ceed in g s .
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Th e ata te m en t in  the Cha m be r p r e s s  r e le a s e  th at  GSA i s  cu rren tl y  

sp en din g $1  m il li o n  on  th e se  a c t iv it ie s  is  acco rd in g ly  a su b st an ti a l o v e r - 

st a te m e n t.  It i s  not ed  th at  th e C ha m be r R ep ort  d oes no t p ro vid e su ppor t 

fo r th e am ou nt st a te d  in  th e p r e s s  r e le a s e .

Th e com m ent co nce rn in g a n in ete en fo ld  in c r e a s e  si n ce  195 0 req u ir es 

ex p la n ati on .

GSA  w as cr e a te d  by a con so li d a ti o n  o f a nu m be r of ex is ti n g  a g en c ie s  

July  1,  1949 , whi ch  w as  th e beg in nin g of  th e f is c a l year  19 50 . Th e o r ig in a l 

H oo ve r C o m m is si o n  had bee n  c r it ic a l o f th e fa il u re  of  p erfo rm ance in  th is  

a r e a . F u r th er , th e se co nd  H oo ve r C om m is si o n  stud y m ad e in  195 5 by a 

T as k F o r c e  w h ose  ch air m an  w as  P e r r y  M . Shoem aker , st at ed : "T he  pl an  

of th e p r io r  H oo ve r C om m is si on  fo r a st ro ng cen tr a li zed  tr a ff ic  m anage­

m en t fo r  G over nm en t a g e n c ie s  h as no t b een  im p le m en te d . " (T ask  F orc e  

R ep ort  p . 96 ).  Th e sa m e su b com m it te e  a ls o  re co m m en ded  th at  tr a ff ic

m anagem en t be m ade co eq ual with  su pply  and re co m m en ded  th e crea ti on

of a T raff ic  M an ag em en t S er v ic e  (T ask  F o rce  R ep ort  p . 13 1) .

The am ou nt appro pri at ed  fo r 19 61 , $ 2 ,3 7 5 ,0 0 0 , i s  u se d  p r im a r il y  fo r 

var io u s m anagem en t a c t iv it ie s , an d p u rp o se s ot her  than  p arti c ip a ti on  in

reg u la to ry  p ro ceed in g s . In ad dit io n to  a su b st an ti a l gr ow th  in  m anagem en t

a r e a s , w hic h i s  c o n sis te n t wi th  sp e c if ic  recom m en d ati on s in  th e Cha m be r 

rep ort (P a rt 7 ) , th ere  has b een  a la r g e  gr ow th  in  GSA 's own oper ati on al 

r e s p o n s ib il it ie s . F or  ex a m p le , d ir e c t  ob li gati on s fo r tr an sp ort ati on  c o s ts  

on GSA 's own sh ip m en ts  ha ve  in c r e a se d  fr om  $6 3 4 ,0 0 0  in  195 2 to  $ 1 0 ,6 0 7 ,0 0 0

in  I9 60 , a n ea r ly  se ven te en fo ld  in crea se ,
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The  l i s t s  o f 46  c a s e s  a tt a c h e d  to  th e  R e p o rt r e la t in g  to  1959 and  I9 60

c a s e s  g iv e  no  m e a s u re  of  th e  a c tu a l w o rk lo a d . T he l i s t s  ap p ended  to  th e

R e p o rt w e re  su p p li e d  to  th e  C h a m b e r by  l e t t e r s  o f A u g u st 18 and  S ep te m ­

b e r  28 , I9 6 0 , w hic h  p o in te d  ou t th a t th e  d e g re e  o f p a r t ic ip a t io n  in  c a s e s

v a r ie d  an d  th e  c a s e s  s p r e a d  o v e r  s u b s ta n t ia l  p e r io d s . The  l i s t s  w e re  of

th o se  c a s e s  pen d in g  d u ri n g  th e  y e a r .  Of  th e  29 t r a n s p o r ta t io n  c a s e s ,  only

on e w as b e fo re  a  S ta te  c o m m is s io n . One  of th e  c a s e s  b eg an  in  19 55 , th r e e

in  19 56 , th r e e  in  19 57 , tw el ve in  19 58 , and  te n  in  19 59 . A s of  Ju n e  30 ,

I9 6 0 , th e r e  w e re  23  c a s e s  p en d in g . A s to  th e  11 p u b li c  u t i l i ty  c a s e s  d u r in g

19 59 , th r e e  b e g a n  in  19 57 , si x  in  19 58 , an d  tw o in  19 59 . Six  c a s e s  w e re  

pen d in g  a s  o f Ju n e  30 , I9 6 0 . F u r th e r ,  in  so m e  c a s e s  GSA h a s  b e e n  in  ob ­

s e r v e r  o r  l im ite d  s ta tu s  on ly  b u t in  o th e r s  h a s  p a r t ic ip a te d  e x te n s iv e ly .

3,  P o s i t io n  o f GS A in  R e g u la to ry  P ro c e e d in g s . The  C h a m b e r R e p o rt 

c h a r a c t e r i z e s  G S A 's  p o s it io n  in  r e g u la to ry  p ro c e e d in g s  a s  " e x t r e m e "  an d 

i t s  p o s it io n  " in  d e ro g a ti o n  of  F e d e r a l  and  S ta te  le g is la ti v e -p o li c y  to  a ll ow  

re v e n u e s  n e c e s s a r y  to  c o v e r  ad ded  c o s ts  of  o p e ra ti o n  and  to  p r e s e r v e  th e  

f in a n c ia l in te g r i ty  o f th e s e  in d u s t r ie s  [ t r a n s p o r ta t io n  an d p u b li c  u ti l i ty ]  so  

th a t  th e y  m a y  s e rv e  th e  p u b li c . "  T h is  s ta te m e n t  in d ic a te s  a  c o m p le te  m i s ­

u n d e rs ta n d in g  o f G S A 's  p o s it io n . A t no  t im e  h a s  GSA e v e r  ta k en  th e  p o s i­

ti o n  s ta te d ; i t  s e e m s  r a th e r  to  b e  an  i n c o r r e c t  in fe re n c e  f ro m  G SA 's  p o s it io n  

on  c o s t  o f c a p i ta l  an d  r a t e  of  r e tu r n .

F o r  a  n u m b e r  o f y e a r s  G SA 's  te c h n ic a l w i tn e s s e s  h ad  te s ti f ie d  in  r e g u ­

la to r y  p ro c e e d in g s  an d , in  ad d it io n  to  d ev e lo p in g  th e  c o s t  of  c a p i ta l , had
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g iv en  op in io n te st im o n y  on "the  fa ir  ra te  of  re tu rn " whi ch  th ey  re c o m ­

m en de d be  a ll o w ed . In 19 57 , a restu d y  of GSA 's p o li c y  w as  m ad e an d it  

w as  d ete rm in ed  th at  it  wo ul d be  m ore in  k ee p in g with  GSA 's p o si ti o n  a s  a 

sh ip per  or con su m er  to  e li m in ate  th e op in io n on  fa ir  ra te  o f re tu rn  fr om  

GS A' s p resen ta ti o n s and to  th erea ft er  l im it  su ch  p resen ta ti o n s to  a d ev elo p ­

m en t of th e act u al c o s t  o f  ca p it a l,  reco g n iz in g  th at  th is  rep resen te d  a m in i­

m um  or fl o o r  un der  th e g en era ll y  accep te d  ra te  o f re tu rn . A cco rd in g ly , 

si n ce  th at  ti m e  GSA 's p resen ta ti o n s have  b een  so  li m it e d . Th at c o s t  of  

cap it a l i s  an  e s s e n t ia l e le m en t in  th e d ete rm in ati on  of  a gen era l in c r e a s e  

c a s e  i s  w e ll  il lu s tr a te d  by th e fo llow in g e x c e r p ts  fr om  a rece n t rep orte d  

c a s e  in  w hic h GSA di d not  p arti c ip a te :

"No co m p reh en si v e  c o s t  o f m oney  d ete rm in ati on  w as p resen te d  
by th e co m pany in  th is  p ro ceed in g . R ath er , M r. Cra w fo rd  p re­
se nte d  c e r ta in  su m m ariz a ti o n s a s  to  th e cu rren t deb t and p re fe rred  
st ock  c o v era g e  o f  cer ta in  u t il it ie s  hav in g s im il a r  se c u r it y  ra ti n gb by  
M oo dy' s an d com p are d  the earn in gs on  co m m on  eq uity o f Atlan ta  
Gas L ig ht Com pa ny  with th e se  sa m e u t i l i t ie s .  F ro m  th e se  com p a ri­
so n s he  a tt em pte d  to  dr aw  the co n c lu sio n  th at  th e ea rn in gs le v e l  r e ­
q ues te d  by th e co m pany w as  reaso n a b le  . . .

"In th e op in io n of  th e c o m m is s io n  su ch  an  ap pro ac h i s  no t d eem ed  
reaso n a b le  or ad eq uat e fo r th e d ete rm in ati on  of fu tu re  r a te s . A 
u ti li ty  i s  en ti tl ed  only  to  th at  re tu rn  on  it s  in v estm en t as w il l kee p  
w hol e th e in v est m en t and w il l in duc e in v e s to r s  to  p la ce  cap it a l at  th e 
d is p o sa l of  th e u t il it y . Such re tu rn  sh ould  co v er  th e fi xed  ch a rg es  
on  deb t,  th e d iv id en ds on  p re fe r r e d  st o ck , and a reaso n a b le  re tu rn  
on  co m m on eq u it y . W hi le the op in io n of m anagem en t a s  to  th e to ta l 
d o ll ar  req u ir em en t of  th e u ti li ty  d e s e r v e s  co n sid er a ti o n , su ch  op in ­
io n , st an din g a lo n e , la c k s  su b st an ti a l w ei ght . . .

"D r.  E . W. C le m en s [a pp ea ri ng  on  b eh a lf  of  a m anu fa ctu rers  
a sso c ia t io n  and a gas u se r s  gr ou p]  p resen te d  th e d eta il ed  exh ib it s
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and  te st im o n y  on  th e c o s t  of  cap it a l and  fa ir  ra te  of  re tu rn  re qu ir ed  
by  A tl anta  Gas  L ig ht Com pa ny  . . .

"A fte r du e con si d era ti o n  of  th e reco r d  in  th is  m a tt er , th e t e s t i­
m on y of D r . C le m en s,  and th e fu rth er  ev id en ce  re la ti n g  to  th e kn ow n 
co n st ru cti on  p rogra m  of  th e co m pan y fo r w hic h th e c o m m is sio n  has 
alr ea d y  appro ve d th e is su a n ce  o f se c u r it ie s  to  p ro vid e th e n e c e s sa r y  
cap it a l to  m eet su ch  co n st ru cti on  r e q u ir e m e n ts , to get her  wi th  due 
con si d era ti o n  fo r th e cu rren t hi gh  c o s t  o f m oney  as r e f le c te d  in  th e 
cu rr en t m a rk et,  it  i s  th e op in io n of th e c o m m is s io n  th at  th e cu rren t 
c o s t  of m oney  of A tl anta  Gas  L ig ht Com pa ny  is  no t l e s s  than  6 .2 5  per  
ce nt un der  n orm al op er ati ng co n d it io n s . In ad dit io n to  th is  am ount,  
we sh a ll  pro v id e o n e -h a lf  of  on e p er  cen t in  ord er  to  s p e c if ic a ll y  pro ­
vid e fo r th e p o ss ib le  a d v erse  e ffe c ts  o f unusu al  or  ab nor m al  w ea th er  
con d it io n s.  " (Re A tlan ta  Gas  L ig ht C om pan y,  34 PU R 3d , 432).

It sh ou ld  be st a te d  ca te g o r ic a ll y  th at  GSA h a s n ever  urg ed  an ot her  Go v­

er nm en t agen cy  or  regu la to ry  c o m m is s io n  to  d ep art  fr om  th e le g is la t iv e  

p o li cy  of th at  c o m m is s io n  no r h as it  e v er  c la im e d  th at  the outc om e of re gu ­

la to ry  p ro ceed in g s i s  du e to  "i ts  e ff o r ts  a lo n e ."

The re fe r e n c e  to  th e W as hi ng to n Gas  L ig ht Com pa ny  c a s e  in c o r r e c t ly  

st a te s  GSA 's p o sit io n . The  d ec is io n  c it ed  p o in ts  ou t th at  th e "f air ra te  of  

re tu rn  sh ou ld  be d eriv ed  p r im a r il y  fr om  th e co n si d era ti o n  of pro per  c o s t  

r a te s  app li ca b le  to  th e vario u s se g m en ts  of  the C om pan y' s ca p it a l s tr u c ­

tu r e . " Th e GSA w it n e ss  te s t if ie d  th at  th e c o s t  o f cap it a l w as  5.5 %; a co n­

su ltan t em plo yed  by  th e C om m is si on  te s t if ie d  th at  a fa ir  ra te  of  re tu rn

wo uld fa ll  bet w ee n  6 . 10 and  6. 25 % . On th e oth er  ha nd , th e Co mpa ny  wit­

n e ss  re co m m en ded  a 7% ra te  of  re tu rn .

In a fo ot not e it  i s  in c o r r e c t ly  im p li ed  th at  GS A w it n e ss e s  ta ke  a d if fe ren t 

p osi ti o n  fr om  th at  ex p la in ed  by  i t s  D ep ut y A d m in is tr ato r  to  th e ap pro pri a­

ti on  co m m it te e s ..  Th e GSA  w it n e ss  m en tioned  in  fo ot not e 1 a s te st if y in g
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a t  th e F C C  p ro c e e d in g  w a i an  o u ts id e  c o n s u lt a n t te s ti fy in g  on  l im ite d  su b ­

j e c t s  to  th e  'C oK uo ni ss ia n.  In  r e s p o n s e  to  q u e s ti o n s  by  A T& T C o u n se l 

P r e s to n  t h e  w it n e s s  s ta te d  he w as n o t te s ti fy in g  a s  to  GSA p o li c y  and  th a t 

h e  d id  no t kno w  p r e c i s e ly  w hat  i t s  p o li c y  w a s . The  quo te d  s ta te m e n t  w as  

th e r e a f te r  m a d e  by  th e  w it n e s s  in  r e s p o n s e  to  A T& T q u e s ti o n s  and  no t a s  

a  p o li c y  w it n e s s  fo r  GSA . F u r th e r ,  th e  te s ti m o n y  b e fo re  th e  D is t r i c t  of  

C o lu m b ia  C o m m is s io n  r e f e r r e d  to  w as g iv en  in  1954 p r io r  to  th e  p o li cy  

ch an g e  m e n ti o n e d  a b o v e .

C r i t i c i s m  is  m a d e  co n c e rn in g  s o - c a l le d  sa v in g s  m en ti o n ed  in  th e  h e a r ­

in g s  on  G S A 's  I9 60  a p p ro p r ia t io n . The  in fo rm a ti o n  d is c u s s e d  w as r e q u e s te d  

b y  C o m m it te e  m e n b e r s  an d th e  a m o u n ts  sh ow n in  th e  ta b le  w e re  in d ic a te d  a s

" re d u c ti o n  in  c h a rg e s  o v e r  o r ig in a l  p r o p o s a l . "  GSA  h a s  se ld o m  a tt e m p te d  

to  e v a lu a te  i t s  r e p re s e n ta t io n  p r o g ra m  in  t e r m s  of  d o ll a r  sa v in g s .

The  s o - c a l le d  e x tre m e  p o s it io n  of  GSA in  th e  CA B c a s e  N o.  80 08  f a il s  to

no te  th a t  G S A 's  p o s it io n  a c tu a ll y  w as th a t  re v e n u e  in c r e a s e s  w e re  ju s t i f ie d

bu t th a t th e  B o a rd  sh o u ld  g iv e  c o n s id e ra t io n  to  i t s  s ta tu to ry  r e q u ire m e n t

th a t i t  c o n s id e r  th e  e f fe c t o f r a t e s  on  th e  m o v e m e n t of  t r a f f i c , i .  e . , w h e th e r

in c r e a s e d  f a r e s  w ould  d is c o u ra g e  t r a f f i c .  GS A o ffe re d  ev id en ce  to  sh ow  an d

a rg u e d  th a t th e  re v e n u e  p ro b le m  s te m m e d  f ro m  p o o r  lo ad  fa c to r s  r a th e r

th a n  f ro m  r a t e s .  C o n tr a ry  to  th e  C h a m b e r  r e p o r t ,  th e r e  h ad  b e e n  no f in a l 

d e c is io n  in  th a t  c a s e ,  a lt hough  on e w as su b s e q u e n tl y  r e le a s e d . t

It  i s  a l s o  s ta te d  in  th e  r e p o r t  th a t th e  r a t e  of  r e tu r n  u rg e d  by  GS A is  

s u b s ta n t ia l ly  be lo w  th a t fo un d to  b e  f a i r  by  r e g u la to ry  c o m m is s io n s . T h is
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s ta te m e n t  is  c o r r e c t  only  fo r  th e  p e r io d  p r i o r  to  19 57 , a s  s in c e  th a t ti m e

G SA 's  p r e s e n ta t io n  h a s  b e e n  l im ite d  to  c o s t  o f c a p i ta l . F u r th e r ,  to  be

o b je c ti v e , th e  r e p o r t  sh ou ld  a ls o  s ta te  th a t  th e  r e tu r n s  re c o m m e n d e d  o r

r e q u e s te d  b y  th e  c o m p a n ie s  o r  th e i r  w i tn e s s e s  w e re  g e n e ra l ly  h ig h e r  th a n

th a t  a ll o w ed  by  th e  r e g u la to ry  c o m m is s io n s .

F in a l ly , c r i t i c i s m  i s  m a d e  o f th e  in c e n ti v e  a w a rd  to  c e r t a in  GSA  e m ­

p lo y e e s  in  c o n n e c ti o n  w ith th e  p r iv a te  li n e  in v e s ti g a ti o n  b e fo re  th e  F C C .

The  r e p o r t  f a i l s  to  m e n ti o n  th a t  th e  a w a rd  w as  m a d e  u n d e r  a  sp e c if ic  s ta t ­

u te  (6 8 S ta t . 11 05 ; 5 USC  21 21 ) an d th a t th e  A ct in  i ts  p r e s e n t  fo rm  i s  b a s e d  

on  re c o m m e n d a ti o n s  of  in d u s t r ia l  r e p r e s e n ta t iv e s  (H ous e R e o o rt N o . 13 44 , 

83 d C o n g re s s , 2d  S e ss io n ) . T h is  s ta tu te  p ro v id e s  th a t th e  a w a rd s  w il l be  

m ad e  in  c o n n e c ti o n  w ith p e r fo rm a n c e  of  " th e i r  o f fi c ia l e m p lo y m e n t,  "  a l ­

th ough  p r io r  to  195 4 i t  h ad  b e e n  s p e c if ic a l ly  l im ite d  to  a c ti o n s  " o th e r  th an  

p a r t  o f th e  n o rm a l  r e q u i r e m e n ts "  o f th e e m p lo y e e s ’ d u t ie s . The  s ta te m e n t  

th a t  th e  r a te  c h a n g e s  b ro u g h t ab o u t by  G SA ’s p e ti ti o n  a c tu a ll y  r e s u l te d  in  

i n c r e a s e s  o f  $6  m il li o n  to  c o m m u n ic a ti o n  u s e r s  a s  a w ho le  i s  i n c o r r e c t ,  a s

a r e  c e r t a in  o th e r  s ta te m e n ts  c o n c e rn in g  th e  F C C  a c ti o n .

T he A T fc T  c o s t  s tu d y  in  th e  F C C  c a s e  h ad  b e e n  in  p r e p a r a t io n  s in c e

1955  an d  th e  r e s u l t s  w e re  d is t r ib u te d  J u ly  2 6 , 19 57 . W hi le  th e  s tu d y  sh ow ed  

e x t r e m e ly  h ig h  e a rn in g s  on th e  te le p h o n e  g ra d e  s e r v i c e s ,  th e  p r o c e d u r a l  d is ­

c u s s io n s  in d ic a te d  th e  co m p a n y  o n ly  in te n d e d  to  in c r e a s e  th e  te le ty p e w r i te r  

p r iv a te  li n e  s e r v ic e s  fo r  w h ic h  th e  lo w  e a rn in g s  w e re  in d ic a te d . T h is  w as  

s u b s e q u e n tl y  c o n f ir m e d  w hen  c o m p an y  p ro p o s a ls  w e re  f il e d  to  in c r e a s e
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te le ty pew ri te r se rv ic e  a b y 27% but ma kin g on ly no minal  ad ju stm en ts  in 

te lep ho ne  gr ad e se r v ic e s . GSA a cc or di ng ly  fi le d it s pe ti tio n Feb ru ar y 7,  

195 8, and AT&T op po sed th is  on Fe br ua ry  24 , al le gi ng  among  oth er  th ings  

tha t FCC could not lawfu lly  ma ke suc h a re du ct ion.  GSA re plied  to  tha t pe­

ti tio n Ma rch  3,  195 8.

No ac tio n havin g be en  tak en on the  re du ct ion re ques t,  GSA f il ed  a pe ti ­

tio n for ex pe di tio us  han dling on Ap ri l 30 , 1958,  to  which  ATf cT fi le d it s

op po sit ion on May 13 and GSA re pl ie d on May 20 , 1958.  Oral ar gu men t

was he ld  on GSA's fi r s t pe ti tio n be fo re  the  C om m ission  on June 12, 1958,

and on June 25 it  or de re d the  15% re du ct io n.

In the m ea ntim e,  ATf cT pr op os ed  it s in crea se s in  te le ty pe w ri te r grad e

se rv ic es in  re sp onse  to a di re ct iv e of  the  ex am in er . Th ose pr op os ed  ra te s

(E x.  92 ), wh ich  wer e pr ep ar ed  b ef or e the  co mpany  le ar ne d of  the Com m is­

si on's  re qu irem en t tha t it  re du ce  te leph on e gr ad e ra te s,  pr op os ed  te le ty pe­

wri te r grade in crea se s of  27%, wh ich  would  ha ve  in cr ea se d the  Gov er nm en t's  

b il l by  $ 2 .9  m il li on . Afte r se ver al fi li n g s , ea ch  with a re du ce d re ques t,  

ra te s wer e pe rm itte d to  go into ef fe ct  su bj ec t to a sp ec ia l ac coun tin g or de r

on Dec em be r 2 wh ich  in cr ea se d the  G ov er nm en t's  b il l by  on ly  on e- th ir d of 

the  or ig in al  pro posa l,  or  9% in li eu  of  the  27%. Thu s the in cre ase 't o  the 

Go ver nm ent was  $1 .9  m il li on ra ther  than the $ 2 .9  m il li on  re que st ed  which

AT&T sou ght to  ju st if y . Th is furthe r re du ct ion in  co st  to  the  Gov ernm en t,

ho wev er , wa s not re fl ec te d  in  the SAGE aw ar d.  The two  m att ers,  i .  e . ,

te lep ho ne  grad e re du ct ions  and te le ty pew ri te r gr ad e in cre ase  m att ers,  wer e
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h an d le d  s e p a ra te ly  by  th e  C o m m is s io n , an d th e  c o m p a n y 's  p e ti ti o n  o f 

Ju ly  7 , 19 58 , th a t  th e  m a t t e r s  be h a n d le d  to g e th e r  w as s p e c if ic a ll y  d en ie d

b y  th e  C o m m is s io n .

4 . GSA P o li c y  in  R e la ti o n  to  N a ti o n a l T ra n s p o r ta t io n  P o li c y . The  

s ta te m e n t in  th e  r e p o r t  th a t "G SA  h a s  n e i th e r  b e e n  c h a rg e d  w it h  th e  du ty  

n o r  g ra n te d  th e  a u th o r i ty  to  re g u la te  th e  r a i l  and  a i r  t r a n s p o r ta t io n  s y s -  

te rn s  of th e  c o u n tr y  o r  th e  co m m u n ic a ti o n s  and  u t i l i t i e s  in d u s try "  i s  c o r r e c t .  

U n fo rt u n a te ly , th e m a n n e r  in  w hic h  i t  i s  s ta te d  Im p li e s  th a t GSA h a s  con­

te n d ed  o th e rw is e . It  sh o u ld  th e r e fo r e  be  s ta te d  c a te g o r ic a l ly  th a t GS A h as

n e v e r  c la im e d  o r  a s s e r t e d  su ch  a u th o r i ty  an d  h a s  n e v e r  a p p e a re d  in  a r e g u ­

la to r y  p ro c e e d in g  u n d e r  th is  s ta tu te  e x c e p t in  th e  ro le  a s  a  sh ip p e r  o r  con­

s u m e r  an d  u n d e r  th e  s ta tu te s  an d p ro c e d u ra l  r e q u i re m e n ts  of  th e  p a r t i c u la r  

r e g u la to ry  c o m m is s io n . F u r th e r , a t  no  ti m e  h a s  GSA u rg e d  th a t m e r e  

im p a c t of  i n c r e a s e s  on  G o v ern m en t a g e n c ie s  be  su b s ti tu te d  fo r  r a te  m ak in g

s ta n d a rd s . The  Sec ond  H oover  C o m m is s io n  c o n s id e re d  th e  r e la t io n s h ip  of  

n a ti o n a l r e g u la to ry  p o li c ie s  w ith  r e s p e c t  to  GS A in te rv e n ti o n  in  r e g u la to ry  

p ro c e e d in g s  an d  re c o m m e n d e d  th a t th e  p o li c y  b e  s tu d ie d  an d r e v is e d  to  m ak e  

i t  m o re  d e f in it e  an d  d e ta il e d  (R e p o rt on  T ra n s p o r ta t io n , R e co m m e n d a ti o n  

N o. 21 , p . 96 ).  A s p o in te d  ou t in  th e  T a sk  F o rc e  R e p o rt  (p . 24),  th e  C om p­

t r o l l e r  G e n e ra l of  th e  U nit ed  S ta te s  h a s  tw ic e  r u le d  th a t sh ip p in g  a g e n c ie s  

of th e  G o v e rn m e n t a r e  n o t in  a  p o s it io n  to  a d m in is te r  su ch  re g u la to ry  p o li ­

c ie s .  In f a c t , if  i t  w e re  to  do  so  i t  w ould  c le a r ly  be a tt e m p ti n g  to  e x e r c is e  

a  r e s p o n s ib i li ty  p la c e d  on  th e  c o m m is s io n s .
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5, R e g u la to ry  A gency  O p p o sit io n  to  GSA . GSA h a s  n e v e r  a s s e r t e d  a 

r o le  of  " r e g u la to ry  o v e r s e e r "  a s  im p li e d  in  th e  r e p o r t .

In  th is  s e c ti o n , a s  e l s e w h e r e , i t  i s  s u g g e s te d  th a t G S A 's  in te rv e n t io n

r o le  b e  l im ite d  to  m a t t e r s  of  d is c r im in a t io n , w h ic h  w ould  n o t a c c o rd  w it h

th e  H oover  C o m m is s io n  o b je c ti v e  o f th e  G o v e rn m e n t o b ta in in g  " r e a s o n a b le "  

r a t e s ,  in  v ie w  of th e  s h a rp  d is t in c t io n  b e tw e e n  " r e a s o n a b le n e s s "  and  " d is ­

c r im in a ti o n "  in  r e g u la to ry  p r a c t i c e .  W ith  r e g a r d  to  th e  sp e c if ic  S ta te  

c o m m is s io n s  m e n ti o n e d , th e  fo ll ow in g  i s  p e r t in e n t .

In  I ll in o is , GSA p a r t ic ip a t io n  w as c h a ll e n g e d  in  o ne  c a s e  b u t th e  c o m ­

m is s io n  upheld  G SA 's  in te rv e n t io n  (N o. 4 3 5 9 2 , P e o r ia  H ousi n '-  A u th o r it y  

v . C e n tr a l Il li n o is  L ig h t C o . ) . In  a n o th e r  c a s e ,  C o m m o n w ea lt h  E d is o n , 

44391 , n e i th e r  th e  s ta f f  n o r  an y  o th e r  p a r ty  p r e s e n te d  e v id e n c e  on  r a t e  of

r e tu r n  o r  c o s t  o f c a p i ta l  e x c e p t GSA . I ts  w it n e s s  te s t i f ie d  th e  c o s t  o f c a p i­

ta l  w as 5 -1 /4 %  and  GS A a rg u e d  th a t no  i n c r e a s e  w a s  ju s t i f ie d  in  th e  r e tu r n  

o f 5 .8 %  p re v io u s ly  a ll o w e d  by  th e  C o m m is s io n  fo r  th is  c o m p a n y . On  th e  

o th e r  h an d , on e co m p an y  w it n e s s  te s ti f ie d  th e  c o s t  of  c a p i ta l  w as 6% and  

th a t  a r e tu r n  of  6 .2 5%  sh o u ld  b e  a ll o w ed ; a n o th e r  te s t i f ie d  th e  c o s t  o f m o n e y

w as b e tw e e n  6 .2 3  an d  6 .4 3  and  a r e tu r n  of  6 - 1 /4  to  6 -1 /2 %  sh o u ld  b e  a ll o w e d .

The  I ll in o is  C o m m is s io n  a p p ro v e d  a r e tu r n  of  5 .8 5 % , th u s  s u b s ta n t ia l ly  u p ­

ho ld in g  th e  p o s i t im  of GSA . A s to  th e  o th e r  S ta te  c o m m is s io n s  m e n ti o n e d ,

w h il e  GSA  had  a p p e a re d  in  V ir g in ia  an d New  J e r s e y ,  i t  h a d  n o t in  M a ry la n d ,

N o rt h  C a ro li n a , F lo r id a ,  G e o rg ia , A r iz o n a , C o n n e c ti c u t,  M in n e so ta , T en n ­

e s s e e ,  Id ah o , o r  A rk a n s a s  a t  th e  ti m e  th e  l e t t e r s  w e re  w r i t te n .

710 36 0 —6 1------63
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Th e q u o ta ti o n  f ro m  th e  te s ti m o n y  of  a f o rm e r  m e m b e r  of  th e  FC C  

i s  in c o m p le te  in  th a t  i t  d o es  n o t in c lu d e  f u r th e r  s ta te m e n ts  m ad e  by  C om ­

m is s io n e r  Hy de  in  th e  H ouse  h e a r in g s , who  s ta te d  in  p a r t  a s  fo ll o w s:

" M r, H yde, E ven  w hen  an  a p p li c a n t a p p li e s  in  h is  ow n n a m e  And 
u n d e r ta k e s  to  r e p r e s e n t  h im s e lf , we  e n d e a v o r  to  s e e  th a t  h is  in t e r ­
e s ts  a r e  fu ll y  p ro te c te d  a s  b e s t  we c a n  f ro m  o u r  s id e  o f th e  b e n c h .
B ut i t  d o es n o t fo ll o w  f ro m  th a t th a t  a l i t ig a n t  o r  a n  a p p li c a n t m ig h t 
no t b e  b e t te r  s e rv e d  so  f a r  a s  h is  i n t e r e s t s  a r e  c o n c e rn e d  i f  he  co u ld  
h av e  so m eo n e  s p e c ia li z in g  in  th a t r e p r e s e n t  h is  i n t e r e s t  b e fo re  th e  
c o m m is s io n .

" M r. V u r s e l l .  T hat w ould  go  fo r  th e  G o v e rn m e n t a s  w e ll  a s  f o r  
th e  in d iv id u a l?

" M r. H yde. I th in k  th e  sa m e  p r in c ip le  w ould  a p p ly ."

6 , E x p la n a ti o n  of  G SA 's  R ole  to  C o n g re s s . The  R e p o r t 'r i t i c i s e s  f r a g ­

m e n ta ry  r e f e r e n c e s  w hic h  h av e  b een  m ad e  by  GS A r e p r e s e n ta t iv e s  in  t e s t i ­

m ony  to  C o n g re s s , b u t th e s e  p a r t i a l  r e f e r e n c e s  do  n o t fu ll y  s ta te  GSA *8 ro le

P a r t ic u la r  e x c e p ti o n  a p p e a r s  to  b e  ta k e n  to  r e f e r e n c e s  w h ic h  c h a r a c te r i z e

th e  r e g u la to ry  c o m m is s io n s  a s  " ju d g e s . " T he r o le  o f th e  c o m m is s io n s  h a s

b e e n  so  d e s c r ib e d , h o w e v e r , on  m any  o c c a s io n s . The  S u p re m e  C o u rt in  

th e  fa m o u s Hop e N a tu ra l G as c a s e  (P o w e r  C o m m is s io n  v . Hop e G as C o .,

320  U.  S . 591),  e x p la in s  th e  r a te  m ak in g  p r o c e s s  a s  "b a la n c in g  th e  in v e s to r

and  th e  c o n s u m e r  i n t e r e s t s . "  The  C a li fo rn ia  C o m m is s io n  h a s  s ta te d  th e

r o le  of c o m m is s io n s  a s  in d ic a te d  in  th e  fo ll ow in g  q u o ta ti o n :

"D u ri n g  th e  c o u r s e  o f th e  h e a r in g s  s e v e r a l  p a r t i e s  c h an g ed  th e i r  
p o s it io n s  f ro m  p r o te s ta n t  to  in te r e s te d  p a r t i e s  o r  to  n e u t r a l  p a r t i e s .
B y c o m m u n ic a ti o n  an d  b y  c o m m e n t of  c o u n s e l i t  w as  a ll e g e d  th a t  
a p p li c a n t se n t i t s  o f f ic ia ls  ou t to  c e r t a in  in d iv id u a ls  and  g ro u p s  fo r  
th e  p u rp o s e  of  d is c o u ra g in g  a p p e a ra n c e s  b e fo re  th e  c o m m is s io n , ev e n  
to  th e  p o in t of  e n d e a v o r in g  to  d is s u a d e  th e m  f ro m  b r in g in g  th e i r  p ro ­
t e s t s  and  p ro b le m s  to  th e  c o m m is s io n . A p p li c a n t s ta te d  i t s  co n d u c t
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in  th ia  reg ard  w as  n e c e s s a r y  in  ord er  fo r th ese  p a r t ie s  to  under ­
st an d a ll  o f th e fa cts  re gard in g it s  b u s in e s s  b efo re  ta ki ng  a p o s it io n . 
W hi le  app lica nt c la im ed  a co n st it u ti o n a l ri gh t to  so  do, to  in te r ­
fe r e  with  a p arty  or  a w it n e ss  in  a p ro ceed in g  b efo re  th is  c o m m is ­
si o n  i s  no  d if fe ren t than  su ch  a cti o n  wou ld  be b efo re  a co u r t.

"T he  b a s ic  public  p o li c y  u nder ly in g th e fu nct io n of  th is  co m ­
m is s io n  i s  to  p ro vid e a p la ce  w h er e a ll  public u ti li ty  c u s to m e r s  
m ay co m e with  th eir  p ro b le m s and p r o te s t s , e it h er  fo rm a l or  
in fo r m a l,  fo r co n si d er a ti o n  an d in v e sti g a ti o n . A ct io n  w hic h  is  
in te nded  to  d is su ad e su b s c r ib e r s  fr om  ap pea ri ng at  public h ea r in g s  
or  fi li n g  w rit te n  st a te m en ts  i s  in c o n s is te n t  wi th  th e p o li c y  o f th is  
c o m m is s io n , an d, in  ou r op in io n , i s  not  in  th e public in te r e s t ."  
(U n dersc orin g  su pp lied ).  (R e P a c if ic  T el ep hone and T el egra p h  C o . ,
3 P U R  3d 396 (1 954).

In anot her  c a s e , th e sa m e C o m m is sio n  com m ente d  on  b ot h co m pan y

and  in te rv en o r  w it n e s s e s  p resen ti n g  v ie w s li m it e d  to  th e ir  in te r e s t s . Th e

C o m m is si o n  st a te d :

"A  b road er v ie w  is  n eed ed . Th e in te r e s t s  of  th e te le p h one  
su b sc r ib e r  ca nnot  be ig n o red . A  bala nci ng of th e in v esto r  an d 
su b scr ib er  in te r e s ts  m u st be o b ta in ed ."  (23 PU R  3d 20 9 (1 95 8 )) .

A s la te  a s 19 58 , th e M on tana  C o m m is si o n  st a te d  th at  on e o f i t s  c h ie f

p rob le m s ha d b een

". . . th at  w hil e th e u t il it ie s  a lw a y s p resen te d  st ro ng c a s e s ,  the 
in te r e s t s  o f th e ra te -p ay in g  pub lic w ere  dep en den t up on  th e l im ­
it ed  r e s o u r c e s  of  t he  C o m m is sio n 's  sm a ll  s ta ff  and th e unorg an iz ed  
e ffo r ts  of in d iv id ual p r o te s ta n ts ."

It e x p r e s se d  g ra ti fi ca ti o n  th at  th ere  ha d b een  p resen te d  "both  s id e s  of  a ll

th e i s s u e s  in v o lv ed . " It fu rt her  st a te d  th at  th e c a s e  ha d an  " h is to r ic

a sp e c t,  " a s  it  r e p resen te d  the f ir s t  ti m e  th at  ev id en ce  ha d b een  p resen te d  

on  b eh a lf  o f any ra te  p a y e r s . (R e Mon tana  S ta te s  T el ep hon e and T el eg ra ph

C o .,  23  PU R  3d 2 3 3 ).
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A C o m m is s io n e r  of  th e  F C C  h a s  a ls o  d e s c r ib e d  th a t C o m m is s io n  a s  

c o m p a ra b le  to  a " c o u r t . "  (H e a r in g s , In d ep en d en t O ff ic e s A p p ro p ri a ti o n s  

fo r  19 59 , p . 69 1)

Th e s ta te m e n t  in  th e  C h a m b e r  r e p o r t  th a t  th e  r e g u la to ry  a g e n c ie s  

" a r e  eq u ip p ed  w it h  c o m p e te n t s ta f f s , in c lu d in g  la w y e rs  who  a p p e a r  pu b­

l ic ly  an d co n d u c t an  a d v e r s a r y  p r e s e n ta t io n "  m a y  b e  p a r t i a l ly  c o r r e c t .

The  p r a c t i c e  v a r ie s  w id e ly  b e tw e e n  r e g u la to ry  c o m m is s io n s . The  s ta ff s

of so m e  c o m m is s io n s , su ch  a s  th e I n te r s ta te  C o m m e rc e  C o m m is s io n , ta k e

no  d i r e c t  p a r t  in  th e  r a t e  m ak in g  p ro c e e d in g . O th e r s , su c h  a s  th e  F e d e ra l

M a r it im e  B o a rd  an d th e  C iv il  A e ro n a u ti c s  B o a rd , su p p ly  c o u n se l an d so m e­

tim e s  w itn e s s e s  in  p r o c e e d in g s . In r e c e n t  F C C  p ro c e e d in g s , FC C  s ta ff

p a r t ic ip a t io n  h a s  b e e n  l im i te d  to  c r o s s -e x a m in a ti o n  of  co m p an y  w it n e s s e s

and  th e  m ak in g  o f r e q u e s ts  fo r  p r e s e n ta t io n  of  d a ta . In  th e  S ta te  c o m m is ­

s io n s , s ta ff s  v a r y  w id e ly  in  s i z e ,  a s  does th e i r  p r a c t ic e  w it h  r e g a r d  to

th e  p a r t ic ip a t io n  o r  n o n p a r ti c ip a ti o n  of  s ta ffs  in  th e  h e a r in g s .

In  any  e v e n t,  th e  r e g u la te d  u t i l i ti e s  a r e  n o t a lw ay s  fa v o ra b ly  d is p o s e d

to  s ta f f  p a r t ic ip a t io n . F o r  e x a m p le , in  a  195 8 c a s e  w h e re  th e  s ta ff  p r o ­

p o s e d  c e r t a in  a d ju s tm e n ts , th e  u t i l i ty  co n te n d ed  th a t  th e  s ta f f 's  p o s it io n  w as  

" a t  w a r  w it h  p r a c t i c a l  r e a l i t i e s " ;  th a t th e  s ta ff  w it n e s s  w a s  "u n q u a li fi ed "

an d  th a t  th e  r e s u l t  of  i t s  m e th o d  " d e m o n s tr a te s  i t s  u n re a l i ty  an d p r a c t ic a l  

i m p o s s ib i l i t y ."  A n u m b e r  o f th e  s ta ff  p ro p o s a ls  w e re  c h a r a c te r i z e d  as 

" u n f a i r , i l lo g ic a l , an d  p r e t e n s e .  "  (B r ie f  of  P a c if ic  T e le phone and  T e le ­

g ra p h  C o . , N o.  39 30 9 C a li f . P U C .)  In a  r e c e n t  CA B c a s e ,  s ta ff  p a r t i c i­

p a ti o n  w as c h a r a c te r i z e d  a s  " p re d e te rm in e d  c o n c lu s io n " ; "u n re a s o n a b le
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adh er en ce  to  a p recon ceiv ed  d is p o s it io n  to  d is ap p rove at  an y c o s t  a fa re  

in crea se" ; and  "an  ir resp o n sib le  and sh ock in g ap p ro ach ."  (O ra l A rgu ­

m en t,  Ju ly  31 , 19 57 , CAB  D ock et  N o . 8613).

Th e R ep or t aga in  sta te s  th at  GSA re q u e s ts  ra te s  be  fi x ed  s o le ly  on  th e 

b a s is  of th e ir  im pact on age ncy  a p p ro p ria ti o n s , bu t th is  is  in c o r r e c t  and

GSA  has n ev er  m ad e su ch  a con te n ti on . The  GSA te st im o n y  to  th e CAB

refe rred  to  w as fo r the  purp ose  of  def in in g G SA 's  in te r e s t  in  th e p r o c e e d ­

ing and  in  no way  su ggest ed  a d ep art ure fr o m  th e n orm al ra te -m a k in g  

sta n d a rd s.  R ath er , GSA 's p o si ti o n  in  th e c a s e  w as  b a se d  so le ly  on  the 

sp e c if ic  ra te -m ak in g  st an dar ds of  th e CAB A c t . In th is  con n ecti o n , it  i s

a ls o  not ed  th at  R ec om m en dat io n  N o. 4 in  P a r t 7 of th e C ham be r R ep or t

sp e c if ic a ll y  reco m m en d s th at  in  ra te  p ro ceed in g s GSA dev el op  p erti n en t

fa cts  r e la t iv e  to  G ov er nm en t u sa ge  and "th e im pact of  ex is ti n g  and p ro p ose d

ra te  sc h ed u le s on th e G over n m en t. "  A fi n a l d e c is io n  w as r e le a s e d  in  th at

ca se  on  N ovem ber  2 5 , I9 60 , whic h sp e c if ie d  ra te  m ak in g p r in c ip le s  to  be  

fo llow ed  in  th e fu tu re . Th e CAB did not , h o w ev er , f ix  an y fa r e s  or  au th or­

iz e  an y sp e c if ie d  in c r e a s e s .

The  co m m ent sp ea ks of  GSA ig nori ng ta x  b en efi ts  to  th e G overn m en t.  

In th is  con n ecti on , GSA  has  a lw ays ta ken  th e p o si ti o n  th at  th e p u rp ose  of  

it s A ct  is  to  re duce  G ov er nm en t exp en d it u re s and accord in g ly  th e ta x  c o l­

le c ti o n s re su lt in g  fr om  in crea sed  rev en u es of  th e re gu la te d  in d u str ie s  ha ve  

not bee n  co n s id e r e d . T his  p o li cy  h as b een  ap pro ve d by  th e T rea su ry  

D ep art m en t by le t te r  da ted M ar ch  2 9 , 19 57 .

A tt ach m en ts
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E xcer pt fr om  GSA  P o li cy  Ma nual - AD M 5 4 5 0 ,3  CHGE 4,  Ju ly  31 , 19 59 .

CH AP TE R 1. AU TH OR IT IE S AND RES PO NSI BIL IT IE S 
* * * * *

PA RT  10 . TR AN SP ORT AT IO N AND  PU BL IC  UTI LIT IE S SE RV IC E 
SE CT IO N I.  COMM ISSION ER

14 1.  RE SP ONS IB IL IT IE S.

a.  Th e T ransp ort ati on  and P ublic U til it ie s  S e r v ic e  i s  resp o n s ib le  
fo r th e dev el op m en t of  G ov er nm en tw id e p o li c ie s  and regu la ti o n s  
go ver nin g th e pro cu re m en t and u ti li za ti o n  of  tr a n sp o rta ti o n , pu blic  
u til it ie s , and co m m unic ati ons s e r v ic e s  in th e ex e c u ti v e  a g e n c ie s ;  
fo r a ss is t in g  in  th e im provem en t of  tr an sp orta ti on  and tr a ff ic  p r a c ­
t ic e s  of  execu ti ve  a g e n c ie s  and a ssu ra n ce  of  con fo rm it y  w it h  a p p li ­
ca b le  st a tu te s and GSA p o li c ie s , and fo r  arran g in g  and co nduct in g  
tr a ff ic  m anagem en t se m in a rs  and oth er ed u ca ti onal p rogram s fo r  
the tr ain in g of  ex ecu ti v e  ag en cy  tr an sp orta ti on  p erso n n el.

b.  T h is  s e r v ic e  i s  resp o n sib le  fo r th e p ro v is io n  of  ad v ic e  and 
ex p ert te st im on y  on beh al f of  execu ti v e  a g e n c ie s  in  p ro ceed in gs 
befo re  F ed era l and Sta te  re gu la to ry  b o d ie s in vo lv in g  tr a n sp o r ta ­
ti on , pu bl ic  u t il it ie s , com m u n ic ati on s,  and th e se m ia u to m a ti c  
grou nd  en vir onm en t (SA GE ) sy ste m ; fo r th e rep resen ta ti o n  of  
ex ecu ti ve  a g en c ie s  in  n eg oti a ti on s of  r a te s  and  c o n tr a c ts  fo r  tr a n s ­
port at io n, public  u t il it ie s , and com m u n ic ati on s s e r v ic e s , and the 
ad m in is tr a ti on  of  th e se  a rran gem en ts , and fo r  th e d esi g n  of  ra te s  
and ra te  sc h ed u le s fo r pu bl ic  u ti li ty  s e r v ic e ;  fo r th e p ro v is io n  of  
te ch n ic a l advic e and a ss is ta n c e  to  GSA and oth er ex ecu ti v e  agen cy  
co ntr act in g o f f ic e r s  in the dev el opm en t and u se  o f tr an sp orta ti on  
te r m s and co nd it io ns fo r  in clu si on  in  in v it a ti o n s to  bid  and c o n ­
tr a c ts  fo r su p p li es and eq uip m en t,  and in  th e fu rn is h in g  of  t r a n s ­
por ta tion  c o st da ta  fo r  u se  in the ev a lu ati on  of  b id s;  and fo r  th e 
n egoti ati on  with  c a r r ie r s  and c a r r ie r  c o m m it te e s  fo r fa ir  and  
re aso n ab le  tr an sp orta ti on  ra te s,  s to r a g e - in -tr a n s it  a g r e e m e n ts , 
and ru le s and regu la ti o n s per ta in in g to  vo lu m e m o v em en ts  of  ex ecu  
ti v e  a g e n c ie s .

c . It i s  a ls o  r e sp o n s ib le  fo r lo s s  and dam age c la im s  ev a lu ati on , 
and th e dev el opm en t of  pro gra m s fo r th e p re ven ti on  of lo s s  and 
da m ag e;  fo r m ak in g fa ir  and eq uitable  d is tr ib u ti o n  of  tr a ff ic  am on g 
the vario u s m od es and c a r r ie r s  w ithi n the m od es;  and fo r a s s i s t ­
an ce  to  the B ure au  of  th e Bu dg et  in  the d evelo p m en t of  regu la ti ons 
go ver nin g th e tr an sp orta ti on  of  G ove rn m en t e m p lo y e e s , th e ir  
p erso n a l e f fe c ts , and ho use hol d goods.

App en dix A



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 997

E xcerp ts  fr om  GSA O rd er  TPS 5020. 1, N ov . 19 . 1959

SU BJE CT: P ro ceed in g s of  Sta te  R eg u la to ry  C o m m is si o n s

1. PU R PO SE. ThiB ord er  p r e s c r ib e s  p o li c ie s  and p ro ced u res govern ­
ing reg io n a l o ff ic e  r e v ie w s  and rep o r ts  on  in tr a st a te  regu la to ry  
c o m m is s io n  dock et s in volv in g r a te s  and s e r v ic e s  to  execu ti v e  
a g e n c ie s  o f the F ed era l G ove rn m en t by  a ll  fo rm s of  tr an sp orta ti on  
and  public  u ti li ty  co m p a n ie s . It is  in te nd ed  to  p ro vid e a sy ste m a ti c  
b a s is  on wh ich GSA in te r e s t  ca n  b e  d ete rm in ed  to  ai d it  in p erfo rm ­
an ce  of it s  m is s io n . .

2 . ST AT UT ORY  RE QUI RE M EN TS . In accord an ce wi th  Sec ti on  20 1 (a)(4 ) 
of th e F ed era l P ro p erty  an d A d m in is tr a ti ve  S e r v ic e s  A ct  o f 1949 
(P ub li c Law  15 2,  81 st  C o n g ress; 63  Sta t.  383; 40 USC 481),  the 
G en er al S erv ic es  A d m in is tr a ti on  re p r e se n ts  c iv il ia n  and m il it a r y  
ex ecu ti v e  a g en c ie s  a s  co n su m ers or  u se r s  o f pu blic  u ti li ty  s e r v ic e s  
in  p roceed in g s b efo re  F ed era l and Sta te  regu la to ry  b o d ie s , and  
r e p r e se n ts  c iv il ia n  a g e n c ie s  in  p ro ceed in g s in volv in g tr an sp orta ti on . 
The S ecreta ry  of D efe n se  has ex em pte d  th e D ep art m ent of  D efe n se  
on  tr an sp orta ti on  m a tt e r s  un de r th is  st a tu to ry  p r o v is io n .

3.  BA SIS OF REPRESE NTATIO N. GSA r e p r e se n ts  th e G ov er nm en t in
reg u la to ry  p ro ceed in gs a s  a con su m er  or  sh ip per  and no t in  an y 
so v e re ig n  or  regu la to ry  c a p a c it y . GSA 's in te r e s t  is  co nfi ned  to  the 
p o ss ib le  e ff ec t o f p r o c e e d in g s , w het her  ex is ti n g  or  to  be in it ia te d , on  
tr an sp ort ati on  or  pu blic  u ti li ty  s e r v ic e s  or  ch a rg es  to  th e G ov er nm en t,  
and  to  ob ta in in g th e lo w e s t  rea so n a b le  and  la w fu l r a te s  c o n s is te n t  with  
the fu rn is h in g of  su ch  s e r v ic e s . B ased  on  st a ff  a v a il a b il it y , GSA par­
t ic ip a te s  in  se le c te d  c a s e s  of  m ajo r  in te r e s t  to  th e e x ecu ti v e  a g en c ie s  
of th e Uni ted S ta te s.

* * * *

8 . AC TION  ON IN TE RVEN TI ONS.  On th e b a s is  o f reg io n a l o ff ic e
r e p o r ts , wi th  reco m m en d a ti o n s,  and C en tr al  O ff ic e te ch n ic a l an al­
y s e s ,  ev a lu ati on , and le g a l a d v ic e , th e C o m m is s io n e r , TPU S, wi th  
th e co n cu rren ce  o f th e G en er a l C ou n se l,  sh a ll  re com m en d  in te rv en ­
ti on  to  th e A d m in is tr a to r , w hen ev er  ap p ro p ri ate .

The A d m in is tr a to r 's  p erso n a l rev ie w  and ap pro va l a r e  req u ir ed  wi th
r e s p e c t  to  "a ll d ete rm in ati on s to  r e p r e se n t ex ecu ti v e  a g e n c ie s  in

App en di x B
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p ro ceed in gs in volv in g c a r r ie r s  or  oth er  public  u t il it ie s  b efo re  F ed era l
and  St at e reg u la to ry  b o d ie s . 11 A ccord in g ly , reg io n a l p erso n n el sh ou ld
n ev er  in te rv en e , ap p ear, or  te s t if y  in  tr a n sp orta ti on  or  public u ti li ty
p ro ceed in gs b efo re  an y regu la to ry  b od ie s u n le ss  appro pri ate  in st ru cti o n s
ha ve  bee n is s u e d  fr om  th e C en tr al  O ff ic e in d ic ati ng th e A d m in is tr a to r 's
appro val.

B e ca u se  of  ti m e  li m it s  and hea ri ng d ate s and th e n e c e s s i ty  o f ob ta in ­
ing the A d m in is tr a to r 's  appro val,  re com m en d ati on s sh ou ld  be  
su bm it te d pro m ptl y;  an d,  i f  n e c e s sa r y  adva nce  n o ti c e s  o f recom m en ­
dations sh ou ld  be se nt by w ir e  or  te le p h on e .

P a rti cu la r  ca re  sh ou ld  be  ta ke n to  kee p th ose  re sp o n s ib le  fo r rev ie w  
in fo rm ed  of d ead li n es fo r a cti on , p a r ti cu la r ly  an y du e d ate s fo r fi lin g  
of p r o te sts  or  p eti ti o n s fo r le a v e  to  in te rv en e , and d ate s o f im m in en t 
h ea r in g s .

Upon ap pro val by th e A d m in is tr a to r , th e O ff ic e o f G en er a l C ou nse l 
ta kes th e n e c e s s a r y  a cti o n , b ase d  on d e le ga te d  au th ori ty , wi th  r e sp e c t  
to  in te rv en ti on  p ro ced u re . The su bse quen t p resen ta ti o n  of  th e G ov er n­
m en t' s ev id en ce  in  c a s e s  i s  d ir ecte d  and co ord in ate d  by th e O ff ic e of  
G en er al  C ou n se l.  In th e ha nd lin g of th e c a s e ,  le g a l or  te ch n ic a l 
a ss is ta n c e  by  GSA C en tr al  O ff ic e or  R eg io nal O ff ic e p erso n n el or  by  
p erson n el o f oth er  ex ecu ti v e  a g en c ie s m ay b e  fu rn is h ed  a s  det er m in ed  
by  th e O ff ic e o f G en er al C ou n se l,  in  co ll a b o ra ti o n  with  th e C o m m is s io n e r , 
TPUS.

9 . AC TION  ON NO NI NT ER VE NT IO N.  W he re  it  is  d ete rm in ed  th at  a
p arti cu la r  p roce ed in g  su b st an ti a ll y  or  si g n if ic a n tl y  a ffe c ts  the G ov er n­
m en t as a c o n su m er , bu t th e re gio n  recom m en d s non in te rv enti on , su ch  
a re p ort sh a ll  be su bm it te d  to  th e C o m m is sio n er , TPUS,  in  th e sa m e  
m an ner  as fo r in te rven ti on  and  a fi nal d ete rm in ati on  w il l be m ad e by  
th e C en tr al  O ff ic e .
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Chamber of Commerce of the United  States

**Hl» S
T r a n s p o r t a t i o n  a n d  

C o m m u n i c a t i o n  D e p a r t m e n t  
G E R A LD  W  C O L L IN S . MANAGER

1615 H STREET, N W  • WASHINGTON 6. D C 
NAtional 8*2580

F e b ru a ry  15 , 1961

The H onora b le  Jo h n  L ouis  M oo re , A d m in is tr a to r  
G en era l S e rv ic e s  A d m in is tr a ti o n  
W as hin gto n 25 , D. C .

D ea r Mr . M oo re:

We a r e  s u b m it ti n g  fo r  y o u r c o n s id e r a t io n  an  e x h a u s ti v e  mem oran­
dum c o n ta in in g  q u o ta t io n s  from  th e  o f f i c i a l  re c o rd s  o f  th e  r e g u la to r y  
a g e n c ie s  in  o rd e r  to  d e m o n s tr a te  th e  p o l i c i e s  an d p r a c t i c e s  o f  th e  T r a n s ­
p o r t a t i o n  an d P u b li c  U ti li ti e s  S e rv ic e s  (TPUS)  o f  th e  G e n era l S e rv ic e s  Ad­
m i n i s t r a t i o n  wh en a p p e a r in g  b e fo re  su ch  a g e n c ie s . We s in c e r e ly  b e l i e v e ,  
an d ho pe  t h a t  yo u w i l l  a g r e e ,  t h a t  t h i s  memorandum r e f u t e s  th e  c la im  by  
TPUS th a t  th e  C ham ber 's  Novemb er 1960 r e p o r t  show ed  a "c o m p le te  m is u n d e r­
s ta n d in g  o f  th e  GS A's  p o s i t io n "  in  th e s e  p ro c e e d in g s .

% Ou r mem oran dum  is  su b m it te d  w it h o u t an y i n t e n t io n  o f  q u e s t io n in g
th e  good  f a i t h  o f  th e  TPUS r e p r e s e n t a t i v e s  who p re p a re d  th e  19 pages  o f  
co nm en t c r i t i c i z i n g  th e  a cc u ra c y  o f  c e r t a i n  s ta te m e n ts  in  th e  C ham ber 's  
r e p o r t .  S in c e  th e  p u b l ic  re c o rd s  d e m o n s tr a te  t h a t  TP US 's co nm en ts  a r e  
In a c c u r a te  in  many im p o r ta n t r e s p e c t s ,  we u rg e  you to  co mpa re  th e s e  f a c t s  
w it h  th e  a l l e g a t i o n s  made by TPUS in  i t s  co m m en ts .

As yo u may kn ow , th e  C ham ber 's  Novem ber r e p o r t  wa s o c c a s io n e d  
by  th e  f a c t  t h a t  c e r t a i n  o f  GSA's  a c t i v i t i e s  in  th e  r e g u la to r y  f i e l d  ha ve  
lo ng  been  a m a tt e r  o f  s u b s t a n t i a l  p u b l ic  c o n tr o v e rs y  in v o lv in g  n o t o n ly  
th e  r e g u la te d  I n d u s t r i e s  b u t a l s o  th e  r e g u la to r y  a g e n c ie s , th e re b y  r a i s i n g  
s u b s t a n t i a l  q u e s t io n s  o f  Gov ernm en t p o l i c y .  Th e f a c t  t h a t  TPUS has go ne  
in to  m a tt e r s  o f  r e g u la to r y  p o l i c y ,  th e re b y  o v e r s te p p in g  i t s  J u r i s d i c t i o n  
an d d u p l i c a t i n g  th e  e f f o r t s  o f  r e g u la to r y  b o d ie s  i s  c l e a r l y  d e m o n s tr a te d  
by  th e  Decem be r 1960 R e s o lu ti o n  o f  th e  N a ti o n a l A s s o c ia t io n  o f  R a i lr o a d  
an d U t i l i t i e s  C om m is si oners , s e e k in g  c o n g r e s s io n a l  a id  in  l im i t i n g  t h ^  
sc ope  o f  TP US's a c t i v i t i e s .  A p o r t i o n  o f  th e  R e s o lu ti o n  s t a t e s :

"D u ri n g  su ch  in te r v e n t io n s  GSA h as  p a r t i c i p a t e d  as an  
a d v e r s a r y ,  ad d u cin g  e v id e n c e  on  r a t e  o f  r e t u r n ,  r a t e  
b a s e ,  c o s t  o f  c a p i t a l ,  v a lu a t io n s  o f  p ro p e r ty  an d o th e r

BU ILDING  AM ER ICA S STRE NG TH  TH RO UG H VO LU NT AR Y AC TION
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te ch ni ca l fa ctor s In the rate-making pr oc es s,  much of  
which du pl icates  sim ila r pr esentatio ns  by members of  
regulatory  s ta ff s  and other in terv en or s,  Includin g 
oth er fede ra l ag en cies , and un ne cessar ily  m ul tipl ie s 
the pa rt ie s to  be heard and prolongs  pro ceedin gs;"

The Senate  Appr opriations C o » lt te e  at  the  la st se ss io n of  
Congress asked GSA to ca re fu lly  reappr aise  It s func tio ns  In th is  fi e ld  
and stated  tha t It  planned to exp lore  the matter store fu ll y  bef ore  the 
next budget period.

By le tt er  dated December 23, 1960, but act ually  rec eiv ed  by 
my o ff ic e  on December 30,  Mr. Fran klin  Fl oe te  re pl ie d to  the Chamber's 
rep ort  at tach ing 19 pages o f cosanent prepared by TPUS. Due to my absence, 
the press of oth er du tie s and our de sire  to document thorough ly our rep ly 
so as to  avoid future  misunderstanding , a rep ly to  Mr. Floete during hi s 
tenure In o ff ic e  was un for tunatel y ls ip os sibl e.  We adv ised Mr. Fl oe te  of  
th is  fa ct  and assured him that  our cosiments would be di re cted  to you for  
your co ns ider at ion .

We hope tha t you w il l find the attach ed memorandum of  aid  to 
you in your apprais al o f these a c t iv it ie s . May we ass ure you that the 
Chamber has no in te nt io n of  ei th er  disp ara gin g TPUS, your pre decesso r 
in  o ff ic e , Mr. F lo et e,  or Improperly c r it ic iz in g  a c t iv it ie s  of  TPUS.
We welcome fu ll  di sc lo su re  of a l l  pe rti ne nt  fa ct s to  the Senate and 
House Appropr iation s C o n it te es or other Committees of  Congress .

I t  Is In th is  sp ir it  tha t we wish to co rrec t a po ss ib le  mls- 
lmpreasion tha t exp end itures  for  th is  li t ig a tio n  a c ti v it y  may have ri se n 
more sharply  than they have.  We are pleased tha t TPUS now Is  making av ai l 
able It s own es ti siat e of exp enditures for  th is  fun cti on  In 1961. This in ­
formation should  be most he lp fu l to a fu ll er  underst and ing. In pa ss ing,  
however, we note  tha t th is  es tim at e,  acco rdin g to  page 6 of the comments, 
consi st s of alloc at io ns of  only three budget Item s. No mention is  made 
o f any alloca ti on  of the  Items for  "Service Di rect ion" , the app rop riation  
fo r the sa lary  and expenses o f the Commissioner of Tra nsp ortation and 
Pu bli c U t il it ie s  Se rv ice s and hi s ass is ta nts  and s ta f f , or for  the sa lary  
and expenses of  the s ta ffs  and lawyers of  the re gion al  o f f ic e s .

We tr us t that  you w il l agree with  us that  the ul tim ate issu e In­
volved  is  not the gro ss amount of the TPUS app rop ria tion at  any one time 
for  It s In terv en tio ns . Rather, we be lie ve  the two prime lasues  are (1)  
whether non -regul ato ry agencie s such as TPUS should pro per ly Involve  
them selves In matters o f regu latory po lic y which are the  stat ut or y re ­
sp o n s ib il it ie s of  the regu lat ory ag en cies , and (2)  whether the wa ste ful



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 1001

and In e ff e c ti v e  d u p li cati on  o f func tlo na  al re ad y performed by re gu la to ry  
age ncy  peraonnel shou ld be co nt inue d by TPUS.

The Chamber d esi r es th at th er e be no misu nd ersta nd ing o f I ts  
p o sit io n . Pre se nta ti ons by TPUS be fo re  re gu la to ry  ag en ci es  should be 
r e s tr ic te d  to  pr op os al s d ir e c t ly  a ff ec ti n g  I t or  ag en ci es  o f  the Federal  
Government. I t  should se ek  to  as su re  th at  ra te s fo r the  Government are  
re as on ab le  In terms o f  quan ti ty  and co mpo sit ion as compared with  othe r 
use rs  and th at  no d is pro port io nate  ra te  burden Is  pl ac ed  on th e Govern­
me nt.  TPUS can  do th is  with ou t making p rese n ta ti on s,  such as the  at tach ed  
memorandum shows th at  I t  has , on ma tters o f  ge ne ra l re gu la to ry  p o li c y , 
th er eb y d up licati ng  the work o f re gu la to ry  bo di es  which were cr ea te d by 
Con gresa and the s ta te  le g is la tu r e s  for th e s p e c if ic  purpose  o f  se tt in g  
ra te s and In su ring  adequate se rv ic e  fo r the pre se nt and fo r the fu tu re .

w it h  you,
The Chamber welcomes  an op po rtun ity  to  d ia cu ss  th ia  su bje ct

S in ce re ly ,

^ n S era ld  W. C o ll in s , Manager 
Tra ns po rtat ion and Communication  

Department

Attachment
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A REVIEW OF THE GENERAL SERVICES 
ADMINISTRATIONS' PRACTICES BEFORE THE REGULATORY AGENCIES

Th e im m e d ia te  p a s t  A d m in i s t r a to r  o f  t h e  G e n e r a l 

S e r v i c e s  A d m i n i s t r a t i o n ,  M r.  F r a n k l i n  F l o e t e ,  s a i d  i n  a De ce m­

b e r  2 3 ,  I 9 6 0  l e t t e r  t h a t ,  " C o n ti n u a l c r i t i c i s m  h a s  b e e n  r a i s e d  

d u r i n g  my te n u r e  a s  A d m in i s t r a to r  a n d , a c c o r d i n g  t o  th e  s t a f f ,  

s i n c e  th e  i n c e p t i o n  o f  GSA, a g a i n s t  GSA p a r t i c i p a t i o n  i n  s o -  

c a l l e d  'g e n e r a l  i n c r e a s e '  c a s e s ."  M r. F l o e t e  c o r r e c t l y  s t a t e s  

t h a t  G SA 's a c t i v i t i e s  i n  g e n e r a l  I n c r e a s e  c a s e s  a r e  " . . .  a t  

th e  h e a r t  o f  t h e  c o m p la in t in  th e  c o m m it te e  r e p o r t  o f  t h e  Cham ­

b e r . " 1 * 3’ I n  c h a r a c t e r i z i n g  th e  Ch am be r c o m m it te e  r e p o r t  a s  u n ­

c o n v in c in g  an d a s  e v id e n c in g  a " c o m p le te  m is u n d e r s ta n d in g  o f  

G SA 's p o s i t i o n , "  M r. F l o e t e ' s  l e t t e r  an d th e  a t t a c h e d  co m m en ts  

o f  t h e  T r a n s p o r t a t i o n  an d  P u b l i c  U t i l i t i e s  S e r v i c e  (T PU S)  o f f e r  

t h e  f o l lo w in g  g ro u n d s :

1 .  The  C h a m b e r' s  s t a te m e n t  t h a t  " . . .  th e  r a t e  o f  r e ­
t u r n  u rg e d  b y  GSA i s  s u b s t a n t i a l l y  b e lo w  t h a t  fo u n d  to  
b e  f a i r ’ by  r e g u l a t o r y  c o m m is si o n s"  i s  " c o r r e c t  o n ly  f o r  
th e  p e r i o d  p r i o r  t o  1 9 5 7 ,  a s  s i n c e  t h a t  ti m e  G SA 's p r e s ­
e n t a t i o n  h a s  b e e n  l i m i t e d  to  c o s t  o f  c a p i t a l . " *

2 .  A m a jo r  r e v ie w  o f  GSA p o l i c i e s  w as  ma de  d u r i n g  1 9 5 7  
an d i t  w as  d e te r m in e d  t h a t  " . . .  i t  w o u ld  be  m or e i n  
k e e p in g  w i t h  GSA 's p o s i t i o n  a s  a s h i p p e r  o r  c o n su m e r to  
e l i m i n a t e  th e  o p i n i o n  on  f a i r  r a t e  o f  r e t u r n  fr o m  GS A' s 
p r e s e n t a t i o n s "  a n d , i n  th e  f u t u r e ,  to  l i m i t  t e s t im o n y
to  t h e  "m or e f a c t u a l  b a s i s "  o f  th e  " a c t u a l  c o s t  o f  c a p i t a l  
r e c o g n i z in g  t h a t  t h i s  r e p r e s e n t e d  a min im um  o r  f l o o r  u n d e r  
th e  g e n e r a l l y  a c o e p te d  r a t e  o f  r e t u r n . "

3 .  " I t  s h o u ld  be  s t a t e d  c a t e g o r i c a l l y  t h a t  GSA h a s  n e v e r  
u rg e d  a n o th e r  G ov er nm en t a g e n c y  o r  r e g u l a t o r y  c o m m is si o n  
t o  d e p a r t  fr o m  th e  l e g i s l a t i v e  p o l i c y  o f  t h a t  c o m m is si o n  
n o r  h a s  i t  e v e r  c la im e d  t h a t  th e  o u tc o m e o f  r e g u l a t o r y  
p r o c e e d i n g s  i s  du e t o  ' i t s  e f f o r t s  a l o n e . ' "

1  A r e p o r t  b y  th e  T r a n s p o r t a t i o n  an d C o n n u n lc a t lo n  D e p a rt m e n t

o f  t h e  C ha m be r o f  Comm erc e o f  th e  U n i te d  S t a t e s  I s s u e d
Nov em be r I9 6 0 .
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In  vie w o f th e se  s ta te m e n ts , i t  seems mo st ap pr o­

p r ia t e  to  br oa de n th e  Chamber co m m it te e’s r e p o r t  to  in c lu de  

a st udy  o f GSA's a c t i v i t i e s  in  a r e p re s e n ta ti v e  number of 

p ro ceedin gs in  which  GSA to ok an a c ti v e  p a r t  a f t e r  i t s  

major  p o li c y  d e c is io n  of 1957 . As w i l l  be dem onst ra te d  by 

f a c ts  o f p u b li c  re c o rd , t h i s  a d d it io n a l a n a ly s is  com ple te ly  

su pp o rt s and fu r th e r  docume nts  th e  co n c lu si o n  t h a t  GSA has 

c o n s is te n t ly  ur ge d re g u la to ry  ag encie s to  d e p a rt from th e i r  

l e g i s l a t i v e  p o l ic ie s  in  im port an t m a tt e rs  su ch  as  r a t e  ba se  

and  r a t e  of r e tu r n . In  com ple te ly  do cu men tin g th i s  co nclu ­

s io n , i t  w i l l  be n ecessa ry  in  th e  fo ll ow in g  pa ge s to  qu ot e 

a t  le n g th  from num erous t r a n s c r ip t s ,  b r i e f s  and  o th e r pub­

l i c  re c o rd s .

A ppare n tl y , GSA's f i r s t  p a r t ic ip a t io n  in  a g en e ra l 

r a t e  in c re a se  ca se  fo ll ow in g  i t s  d e c is io n  to  no lo nger 

p re se n t f a i r  r a t e - o f - r e tu r n  te st im ony was in  Re New Je rs ey  

B q ll  T el ephone Cpmpany, 22 P.U.R .3d 16 6.( 19 57 ), b efo re  th e 

New Je rs ey  Boa rd o f P u b li c  U t i l i t y  Com m ission er s. While 

th e  change  in  p o li c y  m ig ht  w ell  have  be en  ex p la in ed  by GSA 

r e p r e s e n ta t iv e s , th e  f a c t  i s  th a t  th e  GSA w it n e s s , th en  

D ir e c to r o f th e  P u b li c  U t i l i t i e s  D iv is io n  o f GSA’s Tra ns ­

p o r ta t io n  and  P ub li c  U t i l i t i e s  S e rv ic e , gave  th e  fo ll ow in g  

te st im ony  when as ke d why he had  re fo rm ed  h is  te s ti m o n y  from 

f a i r  r a t e  o f r e tu rn  to  c o s t of c a p i ta l  (T r.  a t  p . 19 69 ):
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"A. W el l,  c o s t o f c a p i ta l  te st im ony  Is  th e  b a s is  
fo r  f a i r  r a t e  of r e tu rn  te st im ony  an d,  as  I 
men tio ne d b e fo re , c o s t o f c a p i t a l  a t  l e a s t  l a  
th e  minimum f a i r  r a te  of r e tu r n  i f  n o t th e
f a i r  r a te  o f r e tu r n .

"Q. Then, i f  th a t  i s  so . why d id  you pu t in  f a i r  
r a t e  of r e tu r n  te st im ony in  th e  New York  
Te leph on e Company case ? What ca us ed  you  to  
ch an ge  yo ur  mind be tw ee n 7-3 1-5 7 and  11-2 6-5 7, 
fo u r months d if fe re n c e ?

"A. W el l, th e re  i s  no change  in  p o l i c i e s , as  I 
m en tio ne d b e fo re . Th ere i s  a change  in  
em ph as is in  ke ep in g w it h  ou r s ta tu to r y  
re qu ir em ent o f p ro v id in g —

"Q. . . . Why d id  you ch an ge ? Did you  g e t up one
mo rning  and  sa y , ’I  do n ’t  l ik e  f a i r  r a t e  of  
r e tu r n  an y more,  i t  i s  now c o s t o f c a p i t a l '?

"A. No, I  d id  n o t.

"Q. What le d  you to  change  yo ur  ap pro ac h or yo ur  
r e s u l t  and  o f fe r?

"A. W el l,  in  my opin io n  I wasn»,t  fo ll o w in g  the .
statutory responsibility of G.S.A, to P.rovldg.
se rv ic e  a t  th e  lo w es t re a so n ab le  c o s t.11
(U nd er sc or in g added.)

Moreo ve r, GSA's b r i e f  befo re  th e  New Je rs e y  Comm iss ion ,

da te d  December 16 , 19 57 , con ta in ed  th e  fo ll o w in g :

" . . .  In  th e  op in io n  of Mr. M ac in to sh  th e  c o s t of  
c a p i t a l  i s  a t  l e a s t  th e  lo w est  ra nge  of a f a i r  and 
re aso n ab le  r a te  o f r e tu r n , an d, un de r th e  p a r t ic u la r  
c ir cum st ances  o f th e  I n s ta n t  p ro ceed in g , ap pr ox im at es  
th e  f a i r  r a te  of re tu rn . . . . [B r ie f  a t  p . 9]

"GSA POSITION

"(c )  The Com pan y's c o s t o f c a p i t a l  i s  5*6 per cen t 
on a n e t o r ig in a l  c o s t b a se . A ft er g iv in g  e f f e c t  to
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th e  pro pe r ra te m ak in g a d ju s tm en ts , th e  Com pan y's 
p re se n t re ven ues  me et i t s  c o s t o f c a p i t a l .  Acc ord­
in g ly . th e  Company f a i le d  to  j u s t i f y  a r a t e  in c re a se  
a t  th i s  ti m e ."  (B ri e f a t  pp . 20- 21 ; u n d ers co ri ng  
ad de dj

C le a r ly , GSA re p re s e n ta ti v e s  in  th e  New Je rs ey  

Te leph on e ca se  to ok th e  p o s it io n  th a t  (1 ) c o s t o f c a p i ta l*  

i s  a t  l e a s t  a minimum f a i r  r a te  o f r e tu r n ,  " i f  no t th e  f a i r  

r a t e  of r e tu r n ,"  (2) a sw it ch  to  c o s t o f c a p i t a l  te st im ony  

d id  n o t mean th a t  GSA p o l ic ie s  had  be en  ch an ge d,  (3 ) c o s t-  

o f - c a p i t a l  te st im ony  was in  ac co rd  w it h  GSA's " s ta tu to r y  

r e s p o n s ib i l i ty "  to  "p ro vid e s e rv ic e  a t  th e  lo w est  re a so n ­

a b le  c o s t ,"  and (h-) a f t e r  "p ro per " ad ju st m en ts  th e  u t i l i t y ' s  

re ven ues  met i t s  c o s t o f c a p i ta l  and  no r a t e  in c re a se  was 

j u s t i f i e d .  N e v e rth e le ss , duri ng  h ea ri n g s  h e ld  b e fo re  th e  

Senate  A ppro p ri a ti ons Comm ittee on May 12 , 19 58 , GSA re p re ­

s e n ta t iv e s  s ta te d  (S en at e A ppro p ri a ti o n s Su bc om mitt ee , 

In de pe nd en t O ff ic es 1959 a t  pp . 391 -9 2 ):

"Mr. M il ls . I  th in k  th e re  i s  a m is unders ta nd in g  
s ta te d  in  th i s  l e t t e r  [ rece iv ed  by S en at or E ll en d e r 
fro m a c o n s t i tu e n t]  th a t  we sh ould  c l a r i f y .  Let  me 
ju s t  qu ot e fro m th e  l e t t e r :

♦ The GSA w it n ess  t e s t i f i e d  th a t  c o s t o f c a p i t a l  was 5.6% , 
th e  Com mission s t a f f  w it ness  5.9% to  6.0 %,  and  th e  
company w it n ess  7%. The Com mission  al lo w ed  a r e tu r n  of  
6.0% to  6.37% (22 P.U.R .3d a t  p . 1 70 ).  Four a tt o rn e y s  
ap pe ar ed  fo r  GSA, one  fo r  th e  u t i l i t y ,  th re e  fo r  th e  
s t a t e  by ap po in tm en t o f th e  S ta te  A ttorn ey  G enera l,  one 
fo r  th e  Board  of P u b li c  U t i l i t y  Com m ission er s, and  f i f t e e n  
fo r  o th e r p a r t ie s  (22 P. U.R .3d a t  p . 167).

71036 0 —61— 64
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" ' I  unders ta nd  in  r a te  pro ceed in gs in  New Je rs ey  
and  C a li fo rn ia  in vo lv in g  th e  te le p h o n e  company, GSA 
w it n ess es ha ve  ta ken  th e p o s i t io n  th a t  th e  c o s t of  
c a p i ta l  was appro xim at el y  5. 61  p e rc e n t and  th a t  th e  
r a t e  o f a r e tu rn  and c o s t o f c a p i t a l  a re  sy no ny m ou s.’

"T ha t i s  n o t th e  p o s it io n  th a t  GSA ta k e s . We 
b e li e v e  th a t  th e  c o s t o f c a p i t a l  i s  q u it e  a d i f f e r ­
en t f ig u re  th an  r a te  of r e tu r n  and  in  th ese  case s 
b efo re  re g u la to ry  b o d ie s , be th ey  F ed era l or  S ta te , 
we do n o t presu me  to  t e l l  or  su g g est  to  th e  re g u la to ry  
commiss ion  wh at th e  f a i r  and  re aso n ab le  r a t e  of r e tu r n  
sh ou ld  b e ."

Comments o f TPUS a ll e g e  th a t  th e  Chamber com m it te e 's

re p o r t " in c o r r e c t ly  s t a t e s  GSA's p o s it io n "  in  Re W ashing ton

Gas L ig ht Company, 2h P.U.R .3d b-17 (D.C. P .U .C .,  1958),  a

ca se  in  which  GSA in te rv en ed  su bse quen t to  th e  re vi ew  o f i t s

re g u la to ry  p o l ic ie s  in  1957 . Acc or ding  to  TPUS (p . 1 0 ):

" . . .  The d e c is io n  p o in ts  o u t t h a t  th e  'f a i r  r a t e  of  
r e tu r n  sh ou ld  be deri ved  p r im a r il y  from th e c o n s id e ra ­
t io n  o f pro per  c o s t r a t e s  a p p li c a b le  to  th e  v a ri o u s  
segm en ts of th e  Com pany 's c a p i t a l  s t r u c t u r e . ' The GSA 
w it n ess  t e s t i f i e d  th a t  th e  c o s t o f c a p i ta l  was 5.5% ; a 
c o n s u lt a n t emp loyed by th e  Comm ission t e s t i f i e d  th a t  a 
f a i r  r a t e  o f r e tu rn  would f a l l  be tw ee n 6 .1 0  and  6.2 5% .
On th e  o th e r ha nd , th e  Company w it n ess  recom mended a 
7% r a te  o f r e tu r n ."

At th e  r i s k  of r e p e t i t i o n ,  i t  seem s d e s ir a b le  to  s t a t e  th e  

f a c ts  o f th i s  case  as  th ey  ap pea r in  th e  Co mmiss ion's 7  

op in io n  and  o rd e r so  as  to  f u l l y  re v e a l th e  tr u e  n a tu re  of 

GSA's c o n te n ti o n s .

The W ashing ton Gas L ig h t Company f i l e d  a p p li c a ti o n  

on December  2 , 1957 fo r  a ga s r a t e  in c re a se  av er ag in g 8.8% 

o f g ro ss  re v en u es.  The Com mission  fo un d th a t  h ig her o p e ra t­

in g and  in vest m ent c o s ts  had  nev er  p e rm it te d  th i s  u t i l i t y  to
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earn at the rate of 6.25% on an average net investment rate 

base found reasonable by the Commission in 1953. The util­

ity's current earnings, after adjustment, had declined to 
5.28%* and record showed that the costs of new capital 

"during the past year have been higher than at any time in 

the past twenty years."
Despite TPDS' statement, quoted above, that " . . .

GSA has never urged another Government agency or regulatory 

commission to depart from the legislative policy of that 

commission," the facts in this case show the contrary.
Besides urging the Commission to 5.51%, GSA unsuccessfully 

insisted upon a smaller valuation of the rate base (2*+ P.U.R. 

3d at pp. h-2h— 27). The lower valuation was sought in face 

of the following facts: (1) the commission staff's expert 

agreed that an "end-of-period" rate basis was an "appropri­

ate method . . .  of offsetting the adverse effect of earnings 

of attrition resulting from constantly Increasing operating 

expenses . . . and from the necessity of replacing low-cost 

property with property at the present high level of construc­

tion costs without a compensating increase in revenue"; (2) 

the utility had consistently experienced such increased costs 

since 1953; and, (3) the District of Columbia Commission as 

well as a large number of other state commissions had adopted

* This figure does not appear as such in the Commission 
opinion but represents the current level of earnings 
obtained by dividing net income, as adjusted by the 
Commission, to the rate base similarly determined by 
the Commission.
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th e po li cy  of us in g an en d- of -p er io d n e t in ve stm en t base 
as a co un te rb al an ce  to  th e a t t r i t i o n  of ea rn in gs  le v e ls .

Four w itne ss es  gave te st im on y in  th e Washington  
G as light  ca se  be ar in g on ra te  of  re tu rn . The two company 
w itne ss es  su pp or ted a re tu rn  of  7%, one o f whom used  a 
c o s t- o f -c a p it a l ap proa ch . The com mission  s t a f f 's  ex pert  
w it ness , Mr. Kosh,  a forme r GSA em plo yee, t e s t i f i e d  th a t 
co st  of  c a p it a l to  th e  company was 6.10% and s ta te d  th a t , 
in  h is  opin io n, th e f a i r  ra te  of  re tu rn  f e l l  w it h in  a rang e 
of  6.10% to  6.25% (2h- P.U .R.3d a t  p.  ^3 7).  On th e ot he r 
hand , "James K. Maci nto sh te s t i f i e d  . . .  as  to  th e co st  
of  c a p it a l,  bu t s ta te d  th a t he was no t making a recommenda­
ti o n  of  wha t migh t c o n s ti tu te  a f a i r  r a te  of  re tu rn , al th ou gh  
he di d s ta te  th a t  h is  det er m in at io n of  co s t of  c a p it a l would 
s a t is fy  th e minimum re qu irem en ts  of  a nonco nfi sc at ory  ra te  
of  re tu rn  or  th e 'f lo o r ' of  a f a i r  r a te  of  re tu rn "  (2h P.U .R.  
3d a t pp . U33-34-).

Sin ce  Mr. Ma cin tosh t e s t i f i e d  th a t  co st  of  c a p it a l  
to  th e Washington  G asl ig h t Company was 5.51%, a le v e l sub­
s ta n t ia l ly  below  th a t foun d by th e com mission  s t a f f 's  own 
ex per t and even fu r th e r  a f ie ld  from  th e Comm ission 's own fi nd  
ing  of an a c tu a l co st  of  6.27% and a f a i r  r a te  of  re tu rn  
ra ng in g between 6.30% to  6.1+5%, th e ques ti on  n a tu ra ll y  a r is e s  
as to  how GSA's low er r a te  was c a lc u la te d , p a r ti c u la r ly  In
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view  o f TPUS' s ta te m en ts  th a t  GSA dec id ed  in  1957 to  " l im it  

su ch  p re s e n ta ti o n s  to  th e  a c tu a l c o s t o f c a p i t a l . "  (Unde r­

sco ri n g  added .)  Acc ording  to  th e  D i s t r i c t  o f Co lum bia  

Co mm iss ion , Mr. M ac in to sh ’s s u b s ta n t ia l ly  lower  c o s t was in  

" la rg e  mea su re" due  to  th e  us e of c a p i t a l  r a t i o s ,  i . e . ,  th e 

p e rc en ta g es o f d e b t,  p re fe r re d  and common s to ck  to  t o t a l  

c a p i t a l ,  e x is ti n g  du ri ng  th e  peri od  1950-1956 and  no t th ose  

a c tu a l ly  in  e x is te n c e  a t  th e  tim e of th e  p ro ceed in g . As to  

th i s  f a i l u r e  to  p re se n t "a c tu a l"  co s ts  o f c a p i t a l ,*  th e  

Comm ission s ta te d  (2b- P.U.R .3d a t  p . b-35):

" . . .  The re c o rd  shows th a t  th e re  ha s be en  a st ead y  
imp rov ement  in  th e  c a p i ta l iz a t io n  o f th e  company 
duri ng  th is  p e ri o d  [1 950-1 957] , wh ere by  th e  com bined 
r a t i o  fo r  deb t and  p re fe r re d  s to ck  ha s g ra d u a ll y  
d ec re a sed , w ith  a co rr es pondin g in c re a se  in  th e  r a t i o  
fo r  common e q u it y  c a p i t a l ,  to  a p o in t where  th e  r a t io s  
as  of Jun e 30,  19 57 , a re  f a i r l y  re p re s e n ta t iv e  of  th e 
c a p i t a l i z a t io n  r a t i o s  fo r  th e d i s t r ib u t in g  ga s in d u s tr y
as  a who le . In  view  o f th is  f a c t ,  and  th e  fu r th e r  f a c t
th a t  we know of no in te n t io n  on th e  p a r t  o f th e  company 
to  re du ce  m a te r ia ll y  th e  common e q u it y  r a t i o  un de r any  
p la n  fo r  pe rm an en t fu tu re  f in a n c in g , we r e j e c t  th e 
c a p i ta l iz a t io n , r a t i o s  us ed  bv Mr, M ac in to sh  fo r  pu r­
po se s o f th is  p ro c e e d in g ." (U nd er sc or in g a d d e d .)

In  Re B al tim ore  Gas & E le c tr ic  Company.  2b- P.U .R .

3d 2b-7 (Md. P .S .C .,  1958),  th e  u t i l i t y  was fa ce d  w it h  

dangero usl y  low ea rn in g s  le v e ls  and w it h  th e  n e c e s s it y  of

The u t i l i t y  co mpa ny 's b r ie f  d is pose d  o f Mr. M acin to sh 's  
te st im ony  in  one  se n te nce  s ta t in g  (p . 1 0 ),  " . . .  th e  
re co rd  shows th a t  h is  tes tim on y was to o  na rrow  in  sc ope,  
and  h is  conc lu si ons to o  u n r e a l i s t i c ,  to  m e ri t d is c u s s io n ."
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raising $270 million of new capital over the next five years
in order to meet the public’s demand for its services. Its
situation was described as follows by the Maryland Court of
Appeals* (29 P.U.R.3d at pp. 333-3*+) •

’’The testimony before the commission permitted, 
almost compelled, findings that the cost of the com­
pany's services has remained virtually unchanged 
since 1930 despite the halving of the purchasing 
power of the dollar, the trebling of the company’s 
wage rates, and the doubling of its taxes per dollar 
of revenue, that the rates set by the commission 
have failed during the twelve postwar years to pro­
duce the anticipated rate of return, and in nine of 
these years, if a year-end rate base is used, and 
in six of these years, if an average rate base is 
used, the minimum return authorized has not been 
earned. Using year-end rate bases, the unrecoverable 
revenue deficiencies below the allowed maximums 
amounted to $19,700,000 and below the allowed mini­
mums, $6,200,000. even though during the same period 
the company had increased its efficiencies in utili­
zation of labor, consumption of fuel, utilization of 
system intercommunication, and otherwise. As a result 
there has been a definite, nation-wide deterioration 
in investors’ regard for the company’s common stock, 
which has failed to progress as compared to the stock 
of representative utilities throughout the country 
and as compared to those of the seven surrounding 
public utilities in Maryland, Delaware, Pennsylvania, 
the District of Columbia, and Virginia. Informed ana 
experienced investors often had sold or not added to 
their holdings of the company's common stock because 
they could do better in other utilities. Despite 
this history of inadequate earnings and lessened 
regard by the investors, the company must spend some 
$270 million in the next five years to provide serv­
ice for those who will call for it. This could not 
be done reasonably and practicably unless adequate 
earnings were authorized, and the company proved it 
could translate authorization into realization and 
materially improve its earnings per share."

* Affirming the Commission’s order
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Here GSA's witness, Mr. Macintosh, not only presented his 
usual cost-of-capital testimony but also predicted future 
capital costs at the conclusion of $270 million of new 
financing over a five-year period. According to the 
Commission's opinion, this witness testified that, in his 
opinion, the over-all cost of capital to the company was 
only 5.11$. Further, "The witness also anticipated the 
1963 cost of capital, after the $270 million proposed 
expansion program to be 5.2 per cent." Despite the util­
ity's sale of a $30 million bond issue during March 1958 
at a cost to the company of 3.98$, Mr. Macintosh flatly 
predicted that the company " . . .  will be able to obtain 
its debt portion of the required $270 million at cost .of 
3.29^ per cent" (2U P.U.R.3d at p. 259). To this the 
Maryland Commission made the following comment (2*+ P.U.R. 
3d at p. 259):

". . .We hope that the company may be that fortunate 
but, in light of the economic conditions of the past 
five years, it would be wishful thinking for this 
commission to anticipate that the low cost of debt 
will arrive at that low level during the next five 
years. It appears that sound judgment requires us 
to accept as cost of debt a figure approximating 
the cost of the recent company issue, or h- per cent."

These predictions of future costs were based upon
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the witness' expressed opinion* that (Tr. 887), "There are 
evidences, however, that there will be a downward change in 
the level of money rates which has prevailed since September 
1956 and especially in the level of money rates in 1958." 
Actually, at the time this testimony was given in June 1958, 
long-term interest rates had begun one of the sharpest 
increases during the post-World War II period. On June 9, 
I960 the Baltimore Gas & Electric Company sold a 325 million 
4 7/8% bond issue at a cost to it of 4.81%.

Moreover, the GSA witness testified that the histor­
ical cost to the utility of its preferred stock issues was 
4.4l% (Tr. at p. 891) but that, after issuance of 329,700,000 
of new preferred stock over five years in the future, the 
net over-all cost would decrease to 4.329% (Tr. at pp. 926- 
27). The Maryland Commission, however, allowed 4.75% (24 
P.U.R.3d at p. 260). While the Baltimore Gas & Electric 
Company has not as yet issued additional preferred stock, 
it may be noted that on January 23, 1961 Consolidated Edison 
Company of New York sold 375 million of preferred shares

On cross-examination, the witness conceded that he had never (1) actively participated in the sale of an issuance of public utility bonds or stocks, (2) negotiated with dealers in connection with public offerings, (3) managed any financial operations of a business nor participated in the acquisition of capital for any company, and (4) con­sulted with institutional purchasers of securities, trustees, mutual funds, or other large holders or manage­ment groups (Tr. at pp. 940-41).
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w it h  a d iv id end  r a t e  of 5 lA /»  and  n o t c a l la b le  fo r  se ve n 

y ea rs  (N.Y.  Herald T ri bune , Ja n. 23 , 19 61 , p . 2 3 ).

As p re v io u sly  note d  in  th e  Chamber com m it te e 's  

November I9 60  r e p o r t ,  GSA in te rv en ed  du ri ng  Ja nu ar y I960  

fo r  th e  f i r s t  tim e in  a pr oce ed in g b e fo re  th e  F ed era l Power 

Comm iss ion . Th is in vo lv ed  a g en e ra l r a t e  in c re a se  pr op os ed  

by th e  Sou th er n N a tu ra l Gas Company, F .P .C . Docke t No. 

G-2O5O9. On A p ri l 13 , I9 60 , GSA counse l announced th a t  GSA 

in te nded  to  p re se n t a d i r e c t  ca se  on c o s t of c a p i t a l  be ca us e 

GSA was n o t s a t i s f i e d  w it h  th e  p re s e n ta ti o n  made by th e  FPC 

s t a f f .  He fu r th e r  s ta t e d :  "I  p e rso n a ll y  am n o t s a t i s f i e d  

t h a t  th e  Com pany's p re s e n ta ti o n  on th e  q u e s ti o n  of r a t e  of  

r e tu rn  ha s been  s u c c e s s fu ll y  d is c re d it e d  or r e b u t te d ."  

Subse quen tly  on May 10 , I9 60 , Mr. M acin to sh 's  w r i t te n  t e s ­

tim on y was p la ce d in  th e  re c o rd . He t e s t i f i e d  th a t  th e 

co mpa ny 's c o s t o f deb t was 3.9^6% and  th a t  i t s  c o s t of  

e q u it y  c a p i t a l  was 8.63% or  an o v e r - a l l  c o s t o f 5»78%.

Mr. M ac in to sh  sa id  th a t  he  would no t a tt em p t to  recommend 

a f a i r  r a t e  o f r e tu rn  b u t th a t  h is  c a p i t a l  c o s t f ig u re  would 

" s a t i s f y  th e  minimum re quir em ents  of a non -co nf is  c a to ry  r a te  

of r e tu rn "  and t h a t ,  "My c a lc u la ti o n  re p re s e n ts  th e  f lo o r  of  

a ra ng e o f f a i r  r a t e  of r e tu r n ."  C ro ss -e xam in ati on  re v ea le d
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s t r ik in g  d e f ic ie n c ie s  in  Mr. M ac in to sh ’s c a lc u la t io n s  and

se r io u s  q u est io n s as  to  w he th er  he was p re se n ti n g  th e  a c tu a l*

c o s t o f c a p i t a l .  F i r s t ,  as  s ta te d  by th e  FPC s t a f f  b r i e f

da te d  Jun e 13 , I9 60  (p . 2 1 ):

"W itn ess M ac in to sh  d id  no t in c lu d e  e x is t in g  c o n v e rt ­
ib le  deben tu re s am ounti ng  to  $1 .3  m il li o n  d o l la r s  (T r.  
202 6),  ban k n o te s  am ounti ng  to  $%7 m il li o n  d o l la r s  (T r.  
202 1),  or  The O ff sh ore  Company n o te s  o f South er n  amoun t­
in g to  $2.7  m il li o n  d o l la r s  in  S o u th e rn ’s t o t a l  d eb t 
(T r.  20 86 ).  He a ls o  om it te d  fro m c o n s id e ra ti o n  $5 00 ,000  
of i n t e r e s t  f r e e  d eb t (T r.  2 0 8 5 ) .”

Se co nd , Mr. M ac in to sh  had e rr oneousl y  c a lc u la te d  h is  3.9 U6# 

c o s t- o f -d e b t c a p i t a l .  As s ta te d  by th e  FPC s t a f f ’s b r i e f  

(p . 22):

"His method o f w ei ghting d eb t c a p i t a l  c o s ts  in  th i s  
ca se  u n d e rs ta te s  th e  c o s t o f d eb t c a p i t a l  which  Sou th er n 
w i l l  experi ence in  th e  im med iate  fu tu re  be ca us e h is  
method f a i l s  to  r e f l e c t  th e  f a c t  th a t  e a r l i e r ,  lo w -c ost  
d eb t ha s be en  r e t i r e d  in  la rg e  p a r t .  M oreo ve r, Mr. 
M ac in to sh  d id  n o t p ro v id e  an  e x p la n a ti o n  o f th e  r e l a t io n  
sh ip  be tw ee n h is  method of co mpu tin g S o u th e rn 's  c o s t of  
d eb t and  i t s  a c tu a l ou ts ta n d in g  d e b t.  (T r.  20 32 )"

The fo ll ow in g  q u o ta ti o n  i s  from pa ge  2027  o f th e  t r a n s ­
c r i p t  co nce rn in g om is si on of th e c o n v e r ti b le  d eb en tu re s :

"Q. Was th a t  j u s t  an  o v e rs ig h t,  Mr. M ac in to sh , 
th a t  you d id n ’t  in c lu d e  i t ?

"A. No. I  do n ’t  th in k  i t  was an  o v e rs ig h t.
"Q. W el l, i t  was d e l ib e ra te  th a t  you  d id n 't  

in c lu d e  i t ?
"A. No. I t  was n o t d e l ib e r a te .
"Q. W el l,  I  am a l i t t l e  n o n -p lu ssed , i f  i t  w as n’ t  

an  o v e rs ig h t and i t  w as n’t  d e l ib e r a te ,  how d id  
i t  ha pp en  th a t  you  d id  n o t in c lu d e  an  o u ts ta n d ­
in g is s u e  o f S o u th e rn 's  d eb t s e c u r i t i e s ?

"A. Th at  i s  so mething  I  c a n ’t  an sw er  a t  t h i s  ti m e, 
s i r . "
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Wh ile  th e  b r i e f  of th e  FPC s t a f f  made no comment 

as  to  Mr. M ac in to sh ’s c a lc u la ti o n  o f th e  c o s t of  e q u it y  

c a p i t a l ,  th e  com pan y’s c ro ss -e x am in a ti o n  and b r ie f  made two 

p o in ts : (1 ) t h a t  h is  al lo w an ce  fo r  th e  c o s t o f e q u it y  ca p­

i t a l  would r e s u l t  in  a div id en d o f on ly  $1 .0 9 com pared to  

th e  c u r re n t r a t e  of $2 .0 0 ; and (2) t h a t  i f  th e w it ness  had  

s ta r te d  w it h  th e  c u r re n t $2 .00 d iv id end  and  us ed  a 67$ 

d iv id end  pay-o u t r a t i o  of earn in gs per  common sh a re , wh ich  

he had  recommended, he would have  come up w it h  ea rn in gs of  

$2 .98 per  sh a re , an  amount in  ex cess  o f t h a t  so ug ht  by th e  

company.

Subse quen tly  on Ju ly  8 , I9 60  th e  FPC is su ed  an  ord er 

de te rm in in g  th e re a so n ab le  r a te  of r e tu r n  to  be 6 1 /2 $ . In  

so  do in g th e  Com mission fou nd th a t  th e  c o s t- o f -d e b t c a p i ta l  

was h-.25 $ and th a t  t h i s  c o s t would in c re a se  to  b-.b-5$ a f t e r  

n ecessa ry  fi n an c in g  in  th e im med iate  f u tu r e . I t s  op in io n  

s ta te d  w it h  r e s p e c t to  whe ther  th e  a c tu a l c o s t of  d eb t had  

be en  det er m in ed  (2b- F .P .C . a t  p . 2 8 ):

” . . .  [GSA] u n d e rs ta te s  th e  c o s t o f d eb t s e c u r i t i e s  
o u ts ta n d in g  a t  th e  tim e of h e a r in g , and u n d e rs ta te s  th e  
c o s t o f d eb t which  Sou th er n w i l l  experi ence be ca us e of 
th e  f a i l u r e  of t h i s  method to  r e f l e c t  th e  f a c t  th a t  
e a r l i e r ,  low c o s t  deb t ha s in  la rg e  p a r t  be en  r e t i r e d . ” 

Moreover  th e  FPC r e je c te d  Mr. M ac in to sh ’s us e of  d iv id end  

p r ic e  r a t io s  in  dete rm in in g  th e c o s t o f e q u it y  c a p i ta l  as  

be in g c o n tr a ry  to  I t s  re g u la to ry  p o li c y , s t a t in g :
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" . . .  Nor a re  we pe rs uad ed  th a t  th e  d iv id e n d -p r ic e  
r a t io s  emp loyed by GSA’s w it ness  a re  a b e t t e r  measure  
o f in v e s to r  re qu ir em en ts  th an  e a rn in g s -p r ic e  r a t i o s  
h e re to fo re  u t i l i z e d  by th e Comm iss ion . We ca n f in d  
no good re aso n  fo r  d e p a rt in g  from th e  Com mission 's 
p ra c t ic e  o f usi ng  e a rn in g s -p r ic e  r a t i o s ,  w it h  ju dg­
m en t, as  an in d ic a t io n  of a pro per  r e tu r n  on  common 
e q u it y ."

A ver y  re c e n t exam ple  of GSA a c t i v i t y  in  a g en e ra l 

r a te  in c re a se  ca se  i s  th a t  o f Re P ub li c  S e rv ic e  E le c tr ic  &

Gas Company. New Je rs e y  Bo ard  o f P u b li c  U t i l i t y  Co mm iss ion ers  

Do cket No. 58h--106b-6, Au gust 12 , I9 60 . H er e,  th e  in d iv id u a l 

ap pea ra nc es  o f c o u n se l,  o th e r  th an  th e  fo u r  appeari ng  fo r  

th e  u t i l i t y  and s ix  appeari ng  fo r  GSA, c o n s is te d  o f  two 

Deputy A ttor ne ys  G en er al  re p re se n ti n g  th e  Bo ard  of  P u b li c  

U t i l i t y  Com m ission er s, th re e  a tt o rn e y s  appo in te d  by th e  New 

Je rs e y  A ttorn ey  G en er al  and ap pea ring in  th e  p u b li c  i n t e r e s t  

as  Rate C ou ns el , e ig h t fo r  v a ri o u s m anufa ctu re rs  and  an  

i n d u s t r i a l  a s s o c ia t io n , tw en ty -tw o fo r  v a ri o u s  m u n ic ip a li ti e s  

and  f iv e  fo r  a r a i l r o a d ,  v o ca ti o n  sc h o o l,  w ate r comm iss ion  

and  in d iv id u a ls . H ea ring s were he ld  on n in e ty - s ix  da ys  and 

th e  re co rd  con ta in ed  766U- pa ge s in  a d d it io n  to  p re pare d  

w r i t te n  te st im ony .

Th ree  w it n e sse s  re p re se n ti n g  th e  R at e C ounse l,  com­

pany  and GSA t e s t i f i e d  w it h  r e s p e c t to  r a t e  o f  r e tu rn  m a tt e rs  

The company  w it ness  t e s t i f i e d  th a t  c o s t o f c a p i t a l  was 6.1% 

to  6.2 %,  Rate C o u n se l' s  w it ness  foun d 5.31%, and  th e  GSA
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witness testified to 5»64%. As noted by the New Jersey
Board (Mimeo. at p. 10):

"In addition to his cost of capital of 6.1% to 
6.2% as stated by Witness Reis [company], he added 
•3%-«4% for other factors to determine that a fair 
rate of return for Petitioner was 6.5%. The other witnesses contend that their cost of capital is
equivalent or comparable to fair rate of return.’’*
(Underscoring added.)

The 3oard found that a return in the range of 
6.10,% to 6.37% was fair and reasonable and used 6.25% to 
test the reasonableness of the utility’s rates.

GSA's participation in the Public Service case 
was not limited to rate of return matters but also encom­
passed numerous matters involving regulatory policy such 
as rate base and revenue items. According to the New 
Jersey Board’s opinion, GS A’s brief contained calculations 
for both a net investment end-of-period base and an aver­
age net investment base. The opinion Indicates that 
GS A’s calculations of an average net investment base were 
$21 million less than any average net investment base pro­
posed by Rate Counsel and, similarly, that GSA ’s claims 
with respect to an end-of-period base were $8l,455}000 less

The opinion of the Mew Jersey Board quotes each witness’ characterization of his cost of capital opinion. It 
quotes the witness for GSA as stating (Mimeo. at p. 12):

"In my opinion, the capital costs to the Public 
Service Electric and Gas Company at this time are 5.64%, and . . . .  Ity cost of capital computation 
will satisfy the minimum requirements of a non­
confiscatory rate of return. My calculation repre­
sents the floor of a range of fair rate of return . . . ."
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than that found fair and reasonable by the Board. How was 
this accomplished? According to the Board* (Mimeo. at p. 

15):
”. . .  they [GSA] would make no allowance for unaraor- 
tized conversion costs, gas plant acquisition adjust­
ment and the unamortized abandonment loss of the 
Camden Coke plant. They would deduct property held 
for future use and in addition, property (Including 
transformers, meters and services) which they contend 
are not presently in use, as well as the restricted 
surplus arising from both taxes deferred by amortiza­
tion of emergency facilities and accelerated depreci­
ation.”

Revenue adjustments contended for by GSA are
summarized as follows (Mimeo. at p. 18):

”GSA used the Petitioner’s actual 1959 income 
statement and makes an adjustment for abandonment of 
Camden Coke Plant. GSA eliminates the normalization 
of the tax reductions available for liberalized depre­
ciation and accelerated amortization, amortizes rate 
case expenses over 5 years, eliminates charitable and 
educational contributions, and considers merchandising 
and jobbing net cost to be a non-operating expense. 
GS A’s calculation of operating income in its brief 
shows the net effect of eliminating the electric fuel 
adjustment recoveries and the net effect of eliminat­
ing the $3,500,000 negotiated gas increase.”

In the interest of brevity and in view of the fact 
that the proceedings discussed above are representative, it

* While the dollar amount of each item which GSA repre­
sentatives would have excluded from the rate base is 
not available, the Board's opinion does disclose the 
following amounts (Mimeo. at p. 17):

Utility Plant Held for Future Use . . . . $ 583,851
Unamortized Natural Gas Conversion Costs. 11,796,772 
Gas Plant Acquisition Adjustments . . . .  l4,7M+,603
Unamortized Abandonment Loss - Camden

Coke Plant ............................ 2,781,582
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seems inadvisable to continue extended discussion of 
GSA's activities in regulatory proceedings. Illustra­
tive of cases which might be discussed are: Re Potomac 
Edison Power Co.. 28 P.U.R.3d 206, 213 (D.C. P.U.C., 1959) 
in which a GSA witness testified that in his opinion 
". . . the company is not entitled to any rate relief at 
this time" even though earnings had declined to 5.22?» and 
were so low as to prohibit the sale of common stock during 
1957 and 1958, thereby forcing the sale of debt securities 
and reducing the utility's equity ratio to only 30^; the 
anomalous situation in Re the Investigation on the Commis­
sion's Own Motion Concerning the Proper Treatment, for 
Ratemaking Purposes, to be Accorded Accelerated Amortization
and Accelerated Depreciation, Cal. P.U.C., Docket No. 61M-8, 
wherein GSA speaking for the "consumer interests" of the 
United States urged a state commission, in the adoption of 
its regulatory policies, to adopt a highly questionable 
interpretation of Congress' intent when it enacted provisions 
of the Internal Revenue Code dealing with accelerated depre­
ciation; opposition to increased express rates in Ex Parte 
210 before the ICC even though the petitioner was operating
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at a deficit of $49.6 million;* and, opposition to freight 
rate increases in Ex Parte 206 (on the ground, among others, 
that the increases would be "excessively inflationary") as 
well as the more recent opposition to freight rate increases 
in Ex Parte 212. While GSA opposed increases in express and 
freight rates, it should be noted that government shipments 
do not have to move at tariff rates but may move at special 
Section 22 rates.

The record is abundantly clear that in determining 
whether to intervene in a rate proceeding, GSA gives con­
sideration to (1) whether the proposed rates will involve

* 304 I.C.C. at p. 748. Despite TPUS' claim (p. 14 of
comments on November I960 Chamber report) that " . . .  at no time has GSA urged that mere impact of increases on government agencies be substituted for ratemaking standards" the following testimony was given by its employee witness (Tr. 2605-06):

"Q . Is there any traffic that GSA ships by expresswhich you think might be entitled to an increase?
"A. We have made no survey concerning that matter, and I wouldn’t be in a position to answer it.
"Q . In other words, this i s  Just to hold down the

expenses of the agencies that GSA is herespeaking for?
"A. Principally, yes.
"Q . Did you give any consideration to the cost of

doing rail express business, the cost of perform­ing the service, in making your recommendation?
"A. No. Not in our particular phase, we made no cost 

studies.
"Q . In making the recommendation of a general opposi­tion to this increase, did you consider it immaterial how much It cost to provide the service that the government is using?
"Mr. Miller - Mr. Examiner. I think the witness has said he made no survey." (Underscoring added.)
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an  in c re a s e  in  th e  gover nm en t’s  b i l l  and (2 ) th e  a v a i la ­

b i l i t y  o f GSA p ers o n n e l to  p a r t i c ip a te  in  th e  p ro ceed in g . 

Thus i t s  A s s is ta n t Com m ission er , P u b li c  U t i l i t i e s  and  

R e p re se n ta ti o n , s ta te d  on Feb ru ar y  10 , I9 60  to  th e  House 

A p p ro p ri a ti o n s  Su bc om mitt ee  (I ndep en den t O ff ic e s  Ap pro ­

p r i a t i o n s ,  19 61 , P a r t 2 , p . 210):

” , . . As we le a rn  o f th e se  case s we re v ie w  them  
and  i f  i t  appears  th a t  th e  Gov ernm en t’s b i l l  i s  
go in g to  be in c re a se d  in  any im p o rt an t r e s p e c t 
w it h in  th e  l im i t s  o f th e  s t a f f  a v a i l a b i l i t y  and  
de pe nd in g on th e  s iz e  o f th e  c a s e , we w i l l  p a r t i c ­
i p a t e . "

S in ce  th e  go ve rnmen t i s  a u se r o f u t i l i t y  and t r a n s p o r ta ­

t io n  s e rv ic e s  in  j u s t  about ever y  a re a  o f th e  c o u n tr y ,

GSA’s p o li c y  of in te rv e n t io n  i s ,  in  f i n a l  a n a ly s i s ,  d e te r ­

mined  by th e  a v a i l a b i l i t y  o f manpower and  money .

M oreo ve r, th e  re co rd  j u s t  as c le a r ly  shows th a t  

p a r t i c ip a t io n  o f th e  ty pe  d is c lo se d  above i s  i n i t i a t e d  by 

GSA on i t s  own m ot io n and n o t on re q u e s t o f th e  ex ecu ti v e  

a g e n c ie s . Thus a GSA o f f i c i a l  r e c e n t ly  s ta te d  to  th e  House  

A p p ro p ri a ti o n s Su bc om mitt ee  (I ndep en den t O ff ic es A ppro pri a­

t i o n s ,  19 61 , P a r t 2 a t  p . 216):

"On th e se  g e n e ra l c a s e s , Mr. O s te r ta g , we g e n e ra ll y  
i n s t i t u t e  th ose  o u rs e lv e s . The case s which  I  was 
r e f e r r in g  to  [s tu d y  o f c o n so li d a ti o n  o f  co mmun icat ion 
f a c i l i t i e s  to  o b ta in  th e  ad va nta ge  of re duce d m u lt i­
ch annel t a r i f f  r a t e s ] ,  th e  ag en c ie s b ri n g  them to  u s , 
o r wh ere  th ey  ha ve  th e  prob lem p e r ta in in g  to  a s p e c i f ic  
r a t e  or a s p e c i f ic  ty p e  of s e rv ic e  th ey  a re  in te r e s te d  
i n ,  b u t in  th e se  g e n e ra l case s th ey  in v a r ia b ly  r e s u l t
fro m ou r own re s e a rc h  and  th e w at ch in g s e rv ic e  which
we have  I n s t i t u t e d  th ro ugh ou r r e g io n s ? " (U nd er sc or in g
ad de d.)

71036 0 —61 ------ '05
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As dem onst ra te d  by th e case s d is c u sse d  above as  

w e ll  as  th ose  d is cu ssed  in  th e  Chamber com m it te e 's  November 

I9 60  r e p o r t ,  GSA ha s c o n s is te n t ly  ta ken  an  ex trem e p o s it io n  

in  op po sing  g en e ra l r a t e  pro ce ed in gs in v o lv in g  t r a n s p o r ta ­

t io n ,  powe r, gas and  comm un icat ion co m pa ni es . As no te d  by 

th e  N ati onal A sso c ia ti o n  o f R a il ro ad  and  U t i l i t i e s  Commis­

s io n e r s , an o rg a n iz a ti o n  wh ich  ha s e x is te d  s in c e  1888 and 

i s  composed of co m m ission er s and to p s t a f f  pers o n n e l o f th e 

f e d e ra l  and  ea ch  of th e  s t a t e  u t i l i t y  and  r a i l r o a d  com­

m is s io n s , "I n  mo st case s th e  p o s it io n  urg ed  by  GSA on b eh a lf  

o f th e  U.S. Government i s  more ex tre me th an  t h a t  o f any 

o th e r p a r t i c ip a n t ,  p r iv a te  or  govern m enta l. " Eve n GSA re p ­

r e s e n ta t iv e s  th em se lv es  ha ve  c h a ra c te r iz e d  t h e i r  a c t i v i t i e s  

as  p a r t i s a n .  Fo r an  ex am ple,  a GSA o f f i c i a l  r e c e n t ly  made 

th e  fo ll ow in g  s ta te m en t to  House A ppro p ri a ti o n s Com mittee  

(I ndep en de nt O ff ic es A p p ro p ri a ti o n s , 196 1, P a r t 2,  p.  21 8):
"Hr. Jo nas.  You a re  in  th e re  to  t r y  to  pe rs ua de  

th e  Com mission  to  agre e w ith  you  th a t  th e  r a te  sh ou ld  
come down.

"Mr. D en nis to n. Yes, s i r .

"Mr. Y ate s.  He is  sa yi ng  th a t  in  ano th er way.
He i s  tr y in g  to  pers uad e th e  Com mission  to  make th e 
r ig h t  d e c is io n .

"Mr. D ennis to n . We are  s t r e s s in g  th e  consum er 
v ie w po in t.  We wa nt  them to  se e th e  ad v an ta g es- ----
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"Mr. Jo nas.  You do no t co nt en d you  a re  in  th e re  
on an  im p a r ti a l b a s is . You a re  in  th e re  as  a p a r t i s a n  
and  ad vo ca te  of th e  p o s i t io n  you  ta k e .

"Mr. D en nis to n. Yes , s i r .

"Mr. Thomas. You a re  n o t tr y in g  to  p ro te c t  th e  
p u b li c  i n t e r e s t  g e n e ra l ly , a r e  you?  You a re  j u s t  
ta k in g  care  of th e  Go vernm ent.

"Mr. D en nis to n. Ye s, s i r .  We alw ays do t h a t .
At tim es  we have  had in fo rm al re q u e s ts  made upo n us  
by some of  th e  S ta te  comm iss ion  s t a f f s ,  fo r  ex am ple,  
su gg est in g  th a t  we sh ould  sp ea k fo r  th e  br oad  p u b li c  
i n t e r e s t .  We alway s r e s i s t  th a t  re q u e s t and  sa y i t  
i s  bey ond  ou r r e s p o n s ib i l i ty ."

As w il l  be se en  fro m th e  fo re g o in g , GSA’s re g u ­

la to r y  p ra c t ic e s  and p o l ic ie s  have  p la ced  i t  in  a dilemma 

o f s u b s ta n t ia l  p ro p o r ti o n s . A dm it te dly  i t  ca nnot ad du ce  

f a i r  r a t e  o f r e tu rn  ev id ence w it h o u t in te r f e r in g  w it h  th e  

p re ro g a ti v e s  of th e  r e g u la to ry  ag e n c ie s . S in ce  1957  th e  

s o lu ti o n  ha s be en  to  p re s e n t s o -c a ll e d  c o s t - o f - c a p i ta l  

te st im ony  an d, w hil e ad m it ti n g  th e  ob vi ou s f a c t  t h a t  f a i r  

r a t e  o f r e tu rn  i s  a m a tt e r fo r  th e  ag en cy  to  d e c id e , i t s  

b r ie f s  and w it n ess es t e l l  th e  ag en cy  th a t  GSA’s " fa c tu a l"  

ev id en ce  o f th e  " a c tu a l"  c o s t o f c a p i t a l  "m ee ts th e  minimum 

c o n s t i tu t io n a l  re qu ir em en ts  o f a n o n co n fi sca to ry  r a t e  o f 

r e tu r n ,  or th e  f lo o r  of a f a i r  r a t e  o f r e tu r n ."  What th i s  

r e a l l y  su gg est s to  th e  ag en cy  i s  th a t  al lo w an ce  o f th e

ea rn in g s le v e l  th us ur ge d by GSA w i l l  pass  m us te r w it h  th e

c o n s t i tu t io n a l  re qu ir em ents  of th e  due  pro cess  c la u se  of
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th e F o u rt een th  Amendment. Assuming th e accura cy  of GSA’s 

ass ura nce  to  th e  re g u la to ry  ag encie s th a t  c o n s t i tu t io n a l  

re qu ir em ents  have  been met , i t  ca n s c a rc e ly  be ar gu ed  th a t  

a r a te  b a re ly  ov er  th e  l in e  of c o n f is c a ti o n  w i l l  f u l f i l l  

th e a g e n c ie s ’ o b li g a ti o n  to  me et d e c la re d  l e g i s l a t i v e  p o li c y  

in  e s s e n t ia l  f i e ld s  su ch  as  t r a n s p o r ta t io n , powe r, ga s and 

co m mun icat ions . Thi s i s  dem onst ra te d  by th e  very  f a c t  th a t  

th e  re g u la to ry  ag encie s have n o t accep te d  GSA’s c o s t-o f -  

c a p i ta l  r a te s .*

* In  r e f e r r in g  to  Re Commonweal th Edi so n C o., 24 P.U.R .
3d 209 ( i l l .  Commerce Comm’n 1958) TPUS’ comments 
s t a t e ,  "The I l l i n o i s  Commiss ion ap pr ov ed  a r e tu rn  of  
5.855*, th us s u b s ta n ti a ll y  upho ld in g th e p o s it io n  of  
GSA." Dur ing h e a ri n g s  on a p p ro p r ia ti o n s  fo r  1961 , an 
o f f i c i a l  of GSA made st a te m en ts  to  th e  c o n tr a ry  
(I ndep en den t O ff ic e s  A p p ro p ri a ti o n s fo r  1961 , House 
A ppro p ri a ti o n s Su bc om mitt ee , P a r t 2 a t  p . 217):

"Mr. Jo n a s . Have you l o s t  an y case s?

"Mr. D ennis to n . Yes, s i r .

"Mr. Jo n as . What would  be some exam ple s 
where  yo ur  re p re s e n ta ti o n  was  n o t su ccessfu l?

"Mr. D en nis to n. As an exam ple  th e re  wou ld 
be th e  ca se  I men tio ne d to  Mr . Y at es , th e  Common­
w ealt h  Edi so n c a se , wh ere  we did  ta k e  p a r t .  
A c tu a ll y , we do no t co n sid e r th a t  a lo s s  as su ch . 
We re vi ew ed  th e  ev id ence . Our pu rp os e i s  to  help  
th e  Com mission  de ve lo p a re co rd  f o r  making a 
r ig h t  d e c is io n  in  th e  m a tt e r ."

Two w it n esses  t e s t i f i e d  w ith  r e s p e c t to  c o s t of  c a p i ta l  
in  th e  Commonwealth Ed iso n ca se  ab ov e.  Dr. Jam es C. 
B onbri gh t,  P ro fe sso r  of  F in an ce  in  th e  G ra du ate Scho ol

( c o n t’d)
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D esp it e  th e  f a c t s  o f re co rd  qu ot ed  ab ove , TPUS' 

comments on th e  Chamber com m it te e 's  November I9 60  r e p o r t  

" c a te g o r ic a ll y "  deny  th a t  GSA ha s ev er "u rg ed ' ano th er 

Government  ag en cy  or  re g u la to ry  commiss ion to  d e p a r t fro m 

th e l e g i s l a t i v e  p o li c y  of t h a t  co mmiss ion . . . . "  More­

ov er  as shown abo ve and  c o n tr a ry  to  GSA's " c a te g o r ic a l"  

s ta te m e n t,  i t s  u rg in g  o f re g u la to ry  agencie s to  d e p a r t 

fro m th e  l e g i s l a t i v e  p o l ic ie s  c o n tro l l in g  th e i r  d e c is io n s  

ha s n o t be en  li m it e d  to  r a t e  of r e tu r n .

* ( c o n t' d )
o f B usi n ess . Co lum bia  U n iv e rs it y , who, as  no te d  by 
th e  Co mm iss ion , had  "on num erous . . . ap pe ar ed  as  
an  e x p e rt w it ness  fo r  th e  re g u la to ry  commiss ion s 
and o th e r  p u b li c  a g e n c ie s , bo th  s t a t e  ,and f e d e r a l ,"  
t e s t i f i e d  to  a c o s t o f c a p i t a l  o f 6 .0 ^  and a f a i r  
r a t e  of r e tu rn  of n o t le s s  th an  6 l/b-%. GSA's w it ­
n e s s , Mr. M ac in to sh , su bm it te d  an  op in io n  th a t  "a  
f a i r  and  re aso nab le  r a t e  o f r e tu rn  would  be 5 l A  
p er c e n t ."  To th i s  th e  I l l i n o i s  Com mission com­
me nte d P. U .R .3 d a t  p . 228):

" . . . M acin to sh 's  p o s i t io n  ap pea rs  to  sa vor 
of th e  m ec ha ni ca l 'd iv id en d s  p lu s i n t e r e s t ' 
fo rm ul a wh ich  ha s be en  s t ru c k  down by th e  
Supreme Cou rt  in  I l l i n o i s  B e ll  Tel ep h. Co. v . 
I l l i n o i s  Commerce Comm ission (19 53) I l l*  
27 5,  98 PUR NS 37 9,  111 N.E.2d  32 9.  R e f le c t ­
in g th e  in f i r m i t i e s  of t h e i r  own w it n ess  i s  
th e  G en er al  S erv ic e  A d m in is tr a ti o n 's  b r i e f  
co nc ed in g th a t  a r a te  o f r e tu r n  as  h ig h  as  
5 .8  per  cen t would  be re a so n a b le . We no te  
th a t  Gen er al  S erv ic e  A d m in is tr a ti o n  d id  n o t 
a tt e m p t,  in  p re se n ti n g  d a ta  in  t h i s  c a se , to  
c o n cen tr a te  upon  p ro p o sa ls  d i r e c t ly  a f f e c t in g  
i t  or  agencie s o f th e  f e d e ra l  go ve rnmen t as  

(c o n t' d )
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Very re c e n t ly  in  Re. C hesapeake & Potoma c Tel ep h,  Co. , 

Maryland  P u b li c  S erv ic e  Co mm iss ion , Case Ko. 5625 , a 

b r ie f  su bm it te d  by GSA’s counse l ar gu ed  th a t  "O ri g in a l 

c o s t le s s  d e p re c ia ti o n  i s  th e  pro per r a t e  ba se  in  t h i s  

case " in  th e  f a c e * ** o f a Ma ryl and s ta tu to r y  p ro v is io n  

(Md, Ann. Code Gen. Laws , a r t .  78, § 69 (19 57)) d e f in in g  

Ju s t and  re aso n ab le  r a te s  as  th ose  which  w i l l  y ie ld  "a  

re aso n ab le  r e tu rn  upo n th e f a i r  va lu e  o f th e  co mpa ny 's 

p ro p e rt y  us ed  and  u se fu l in  re n d e ri n g  se rv ic e  to  th e  

p u b li c "  (u nders cori ng  ad ded ).

* (c o n t' d )
cu stom er s of th e  company bu t co n cen tr a te d  in s te a d  
upon th e  su b je c t o f r a t e  o f r e tu r n , wh ich  i s  an 
a re a  in  wh ich  th e  co mmiss ion i t s e l f  ha s p a r t i c ­
u la r  comp ete nce and c o n ce rn ."

A ppar en tl y  th e  r a te s  pr op os ed  by th e  u t i l i t y  eq ua te d 
to  a r e tu rn  o f 5-85% on th e  f a i r  va lu e  o f th e  com­
p an y 's  p ro p e rt y  as  foun d by th e  Comm iss ion .

♦♦ In  a d d i t io n , GSA’s employee  w it n e ss  in  th e  Ch esap ea ke  
& Potoma c T el ep h. Co. p ro ceed in g , ab ov e,  t e s t i f i e d  on 
c ro ss-e x am in a ti o n , as  fo ll ow s (T r.  16M-5):

"Q. . . . S o ,  th e re  would  be no q u e s ti o n  in  
yo ur  mind th a t  th e  S ta te  of Maryland  and i t s  
re g u la to ry  p ra c t ic e s  as  f a l l i n g  in  th e  boo k c o s t 
[ c a te g o ry ]?

"A. Th at 3.S c o r r e c t . Th ere  i s  no q u es ti o n  
in  my mind ab ou t t h a t . " (U nd er sc or in g added .)
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The f a c t  th a t  GSA n e e d le ss ly  d u p li c a te s  th e  

fu n c ti o n s  pe rfor m ed  by s t a f f  pers onne l o f th e  re g u la to ry  

agencie s and  ha s be en  ro undly  c r i t i c i z e d  f o r  t h i s  re aso n  

by many agenc ie s as w ell  as  th e N ati o n a l A sso c ia ti o n  of  

R a il ro ad  and U t i l i t i e s  Co mmiss ione rs was a p r in c ip a l  p o in t 

o f th e  November I9 60  re p o r t o f th e  Chamber co mmitt ee . 

N ev e rt h e le ss , th e  comments of TPUS do n o t sq u a re ly  mee t 

th i s  is s u e .

F i r s t , *  i t  i s  s a id  th a t  GSA p a r t ic ip a t io n  ha s be en  

cha ll enged  in  only  one pro ce ed in g and th a t  th e  I l l i n o i s  

Commerce Comm ission au th o ri z e d  in te rv e n t io n ;  mor eo ve r, 

th a t in  a su bs eq uen t I l l i n o i s  pro ce ed in g GSA’s p o s it io n  was 

" s u b s ta n t ia l ly "  upheld . The mere  f a c t  th a t  a re g u la to ry  

commiss ion  has  up hel d th e in te rv e n t io n  o f th e  U ni te d S ta te s  

in  a pro ce ed in g b efo re  i t  obv io usl y  ha s no beari ng  on 

w he th er  th e in te rv e n o r  d u p li c a te s  fu n c ti o n s  o f th e  comm is­

s io n 's  s t a f f  an d,  as  dem onst ra te d su pr a a t  p. 23 , th e 

I l l i n o i s  Comm ission no t only  f a i l e d  to  up ho ld  ev id en ce  

p re sen te d  by GSA but was a ls o  h ig h ly  c r i t i c a l  o f GSA f o r  

no t co n c e n tr a ti n g  " . . .  upon p ro p o sa ls  d i r e c t l y  a f f e c t in g  

i t  o r agenc ie s of th e  fe d e ra l go ve rnmen t as cu stom er s o f

* TPUS' re p ea te d  a s s e r t io n  th a t  th e  Chamber re p o r t would  
l im i t  GSA to  m a tt e rs  of s ta tu to r y  "d is c r im in a ti o n "  and  
th us make i t  im poss ib le  fo r  GSA to  a ssu re  "r easo n ab le "  
r a te s  to  th e  Gov ernment i s  d is cu ssed  a t  p. M-3 i n f r a .
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th e  company" r a th e r  th an  " . . . upon th e su b je c t o f r a te  of 

r e tu r n , wh ich  i s  in  an  a re a  in  which  th e  Com mission  i t s e l f  

ha s p a r t ic u la r  co mpe ten ce  and co nc er n" (2h- P. U.R .3d 228).

Se co nd , th e  TPUS’ comments s t a t e  th a t  GSA had  n o t 

ap pe ar ed  be fo re  c e r t a in  of th e  u t i l i t y  co mmiss ions  whose  

members had  w r i t te n  l e t t e r s  to  Con gr es s co m pl ai ni ng  of i t s  

a c t i v i t i e s .  The same re jo in d e r  was made a t  th e  tim e some 

of  th e se  l e t t e r s  we re p la ce d in  th e  re c o rd . S enato r Magnuson 

re p l ie d  (H ea ring s on H.R. 1157M-, In dep en den t O ff ic es App ro­

p r i a t io n s ,  19 59 , Senate  A ppro pri a ti ons Su bc om mitt ee , p . *+05):

"These a re  ju s t  wh at I  have  ov er  h e re . I have  
a s ta c k  in  my o f f ic e  th a t  h ig h . Th ere i s  no n eces­
s i t y  to  have  s ta te m en ts  fro m a l l  h-8 s t a te s  be ca us e 
th ey  sa y p r a c t i c a l ly  th e  same th in g  and make al m ost  
th e  same ty pe  o f c r i t i c i s m ."

T h ir d ,*  TPUS’ comments s t a t e ,  w it h o u t fu r th e r  ex p la ­

n a ti o n , th a t  "f ra gm enta ry  re fe re n c e s"  in  th e  Chamber r e p o r t  

w it h  re s p e c t to  GSA te st im ony b e fo re  C ongre ss io nal A ppro pri a­

ti o n s  Co mm itte es as  to  GSA’s ro le  in  re g u la to ry  pro ce ed in gs 

a r e " p a r t ia l "  and  do no t " fu l ly  s t a t e  GSA’s r o l e . "  Asid e fro m 

th e  f a c t  th a t  no b a s is  i s  shown fo r  th e se  a l le g a t io n s ,  re -e xa m ­

in a t io n  o f th e  te s ti m o n y  qu ot ed  in  th e  Chamber r e p o r t  shows 
th a t  i t  i s  d i r e c t l y  in  p o in t,  n o t p re se n te d  out o f c o n te x t and  
f u l ly  su p p o rt s th e  Chamber com m it te e’ s e a r l i e r  co n c lu si o n  (p . 25)

* TPUS’ fo u r th  comment th a t  " re g u la te d  u t i l i t i e s  a re  n o t 
alway s fa v o ra b ly  d is pose d  to  [c om mission ] s t a f f  p a r t i c ip a ­
t i o n ,"  i f  t r u e ,  i s  so  c le a r ly  i r r e l e v a n t  as  to  n o t w arr an t 
comm ent.
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"U nlike  GSA’s re p re s e n ta ti o n s , re g u la to ry  
ag en c ie s do not s i t  as  ’ ju d g es’ m er el y to  dec id e 
e x is t in g  c la im s.  They are  eq ui pp ed  w it h  co mpe tent  
s t a f f s ,  in c lu d in g  la w yer s who appea r p u b li c ly  and 
co nd uc t an  adv ers ary  p re s e n ta ti o n . GSA’s i n t e r ­
ven ti o n  m er el y ad ds  a seco nd  gr ou p o f a tt o rn e y s  
and  a u d it o rs  pa id  by th e Gov ernm en t."

A ft e r co n sid e ra b le  c i t a t i o n  of a u th o r it y *  to  prov e 

what i s  b e li e v e d  to  be an  ob vi ou s f a c t  -  th a t  re g u la to ry  

agencie s mu st a c t  as  ju dg es  in  dete rm in in g  th e u lt im a te  is s u e s  

p re se n te d  in  pro ceed in gs befo re  them  -  th e  comments of TPUS 

co nc ed e th a t  i t  "may be p a r t i a l l y  c o r re c t"  to  s ta te  th a t  

re g u la to ry  agenc ie s "a re  eq ui pp ed  w it h  co m pe tent  s t a f f s ,  

in c lu d in g  la w yer s who ap pea r p u b li c ly  and co nd uc t an  adver­

sa ry  p re s e n ta ti o n ."  I t  may be th a t  in  a few  case s a p a r t ic u ­

l a r  re g u la to ry  ag en cy  i s  u n d e rs ta f fe d ; t h i s  f a c t ,  ho we ve r, 

do es  no t j u s t i f y  th e  d u p li c a ti o n  of manpower and money by 

an  ag en cy  su ch  as GSA but r a th e r  c a l l s  f o r  a c ti o n  by th e 

l e g i s l a t i v e  body ha vi ng  j u r i s d ic t io n  ovefr ag en cy  a p p ro p ri a ­

t io n s . S ig n i f ic a n t ly , GSA’s in te rv e n ti o n s  in  pro ce ed in gs 

in vo lv in g  g e n e ra l r a te  in c re a se s  have  be en  befo re  th e  la r g e s t  

a n d b e s t- s ta f fe d  s t a te  and  f e d e ra l  ag en c ie s su ch  as  th e CAB 

( t o t a l  p ers o n n e l 689),  ICC (2 ,2 6 8 ),  FPC (8 7 6 ),  FCC (1 ,2 8 1 ) , 

FMB (6 5 ),  D i s t r i c t  o f Columbia  PUC (3 6 ) , V ir g in ia  S ta te

♦ In  c i t in g  Re Mou ntain S ta te s  T e l.  & T e l.  C o., 23 P.U.R . 
3d 233 (n o t "Montana  S ta te s  Te leph on e & T el eg ra ph  Com­
pany") , TPUS’ comments in a d v e r te n tl y  le a v e  th e err oneous 
im pre ss io n  th a t  th e  Montana  Comm ission was la ud in g  GSA’s 
p a r t ic ip a t io n  when, in  f a c t ,  GSA d id  n o t p a r t ic ip a te  in  
th is  case .
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C orp ora ti on  Com mission  (2 78),  C a li fo rn ia  PUC (6 50),  I l l i n o i s  

Commerce Com mission  (2 50),  Mary lan d PSC (M-5)j  New Je rs e y  

Board of P u b li c  U t i l i ty  Co mmiss ione rs (llM -),  and th e  New 

York PSC (6 5M .

In  an sw er in g c o n g re ss io n a l in q u ir ie s  as  to  whe th er  

GSA’s re g u la to ry  a c t i v i t i e s  d u p li c a te  th e  work  pe rfor m ed  by 

re g u la r  commiss ion  s t a f f  p e rs o n n e l,  er ro neo us im pre ss io ns 

hav e be en  c re a te d . .For exam ple  (H eari n g s,  Se na te  A ppro pri ­

a ti o n s  Su bc om mitt ee , In de pe nd en t O ff ic e s , 19 59 , a t  p . MA-):

•'S en at or  D ir kse n . . . .  Do you accep t th e  
d a ta  th a t  th e  S ta te  en g in ee rs  and accoun ta n ts  
dev el op  un de r th e  S ta te  co mmiss ions  or  do  you  
n o t?  Do you  go be hi nd  t h e i r  work and  th en  f i r s t  
se ek  to  s e t  up a ba se  and  th en  det erm in e wh at an  
e q u it a b le  r e tu rn  i s  on th a t  bas e?  Do you  go 
be hi nd  i t ?

"Mr. D en nis to n. Mr. S e n a to r , may I  sp ea k to  
th a t  p o in t?

"As an  i l l u s t r a t i o n  of th e  prob lems we ru n  
in to  in  th a t  f i e l d ,  i t  i s  tr u e  th a t  some o f th e  
co mmiss ions  do in v e s t ig a te  and  su pp ly  ev id en ce  in to  
th e  re co rd  o f p a r t ic u la r  p ro ceed in gs of a l l  o f th e  
major  is su e s  in  th e  c a se , b u t as an exa mple o f th i s  
re c e n t ca se  in  C a li fo rn ia  of th e  P a c if ic  Te leph on e 
& T el eg ra ph C o.,  in  th a t  ca se  th e  s t a f f  and th e 
C a li fo rn ia  co mmiss ion,  I  b e l ie v e , ju s t  fro m p e rs o n a l 
o b se rv a ti o n , ha s th e l a r g e s t  and  b e s t eq uipp ed  s t a f f  
o f any S ta te  comm iss ion  w it h  which  I  have  had co n­
t a c t —th ey  d id  a tre mendo us  in v e s t ig a t iv e  jo b on 
v a ri o u s  is s u e s  o f th e  ca se  bu t d id  no t su bm it any 
ev id en c e  w hate ver on  th e  r a t e  o f r e tu rn  is su e
wh ich  j s  th e  most c ru c ia l  or  d e te rm in in g is su e  In
th e,  wh ale  c a se , and i t  l e f t  th e  re co rd  in  th a t  ca se
so le ly , ba se d on, th e  co n te n ti o n s  of th e  company.."
(U nd er sc or in g ad ded .)
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Alth ou gh  th e re  i s  no in te n t io n  to  ch a ll e n g e  th e  in te g r i ty  

of  th e  GSA re p re s e n ta t iv e  mak ing t h i s  s ta te m e n t,  i t  i s  

d e f in i t e ly  m is le ad in g  fo r  i t  le av es  th e  err oneous im pr es ­

s io n  th a t  th e  C a li fo rn ia  Comm iss ion ’ s s t a f f  l e f t  a re cord  

co n ta in in g  on ly  th e  u t i l i t y  com pan y’ s co n te n ti o n s  as  to  

r a te  of r e tu r n . Asid e from  th e f a c t  th a t  u t i l i t y  company 

w it n e sse s  we re d i l i g e n t ly  cro ss -e xam in ed , th e  C a li fo rn ia  

Co mm iss ion ’ s d e c is io n  in  Re P a c if ic  T e l,  & T e l.  Co. ,

23 P. U.R .3d 20 9,  222 (195 8)  n o te s:

"The  re co rd  co n ta in s  e x te n s iv e  ev id en ce  r e s p e c t­
in g th e le v e ls  o f r a te  of r e tu rn  which  a p p li c a n t 
sh ou ld  be acco rd ed . No fe wer  t ha n e le ven  w it n ess es 
t e s t i f i e d  d i r e c t ly  on t h i s  s u b je c t . The te st im ony 
of o th e rs  a ls o  may be ap p li ed  to  i t .  The comm iss ion  
in  a d d it io n , ha s had  th e b e n e f it  o f both  o ra l and 
w r it te n  argu men t on th e  s u b je c t .” (U nd er sc or in g 
ad ded .)

Here th e  C a li fo rn ia  Com mission  foun d th a t  th e 

u t i l i t y ’s pr op os ed  r a t e s  wou ld pro v id e a r e tu rn  of 7.36% 

and  note d th a t  th o se  op po sing  i t  ”u rg ed  r a t e s  of  r e tu rn  

ra ng in g  from  5.61% to  6.35 % .” As m ig ht be expecte d , th e  

5.61% re p re se n ti n g  "c o s t o f c a p i ta l"  was urge d*  by th e 

GSA w it n ess  whe re as  in  an e a r l i e r  1953-195*+ pro ceedin g  a

* One of GSA’s th re e  counse l makin g ap pea ra nce s in  th e 
pro ce ed in g ( th re e  counse l ap pe ar ed  fo r  th e  s ta te  and 
an a d d it io n a l  tw en ty  f o r  o th e r p a r t i e s )  made th e f o l ­
lowing argu men t to  th e  C a li fo rn ia  Com mission  (T r . M-795):

’’ . . . I t  i s  th e  p o s it io n  of G en er al  S e rv ic es Ad mi nis ­
t r a t i o n  th a t  ba se d on th e c o s t o f c a p i ta l  adva nc ed  by 
t h i s  st udy  any r e tu rn  fi x e d  by th i s  Com mission  a t  or  
in  ex ce ss  of 5. 61  per cen t would  s a t i s f y  minimum 
c o n s t i tu t io n a l  re qu ir em ents  of a n o n -c o n fi sc a to ry  
r a te  of r e tu r n ."
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" f a i r ” r a te  of r e tu rn  of 6-6 .2%  had  been pr op os ed  by GSA.

In  f in d in g  a r e tu rn  of 6.75% to  be f a i r  and  re a so n ab le ,

th e C a li fo rn ia  Com mission  made th e  fo ll o w in g  comment w ith

re sp e c t to  GSA te st im ony (23 P. U .R .3 d a t  p . 222):

" I t  i s  in te r e s t in g , in  p a ss in g , to  no te  th a t  
th re e  of th e  w it n esses  t e s t i f i e d  on th e  same 
su b je c t duri ng  a p p l ic a n ts ’ 1953-195*+ r a te  pro ce ed ­
in g . Wh ile  two of  them have  in te rp re te d  f in a n c ia l  
c o n d it io n s  as  w arr an ti ng  them to  in c re a se  t h e i r  
recommended r a t e s  of  r e tu rn  a t  t h i s  ti m e, th e  
th i r d  [GSA] has  ap p are n tl y  in te rp re te d  th e  same 
f in a n c ia l  c o n d it io n s  as  w arr an ti n g  a decre ase  in  
r a te  of r e t u r n .”

Any p o ss ib le  do ub ts  as  to  e i th e r  th e  n a tu re  or  

th e re aso n ab le n ess o f GSA’s re g u la to ry  a c t i v i t i e s  sh ou ld  

be fo re v e r  re so lv ed  in  vie w of th e  fo ll o w in g  re s o lu t io n  

pa ss ed  by th e N a ti o n a l A ss o c ia ti o n  o f R a il ro ad  and U t i l i t i e s  

Co mm iss ion ers  a t  i t s  se ven ty -s ec ond an nu al  m ee ting  he ld  

duri ng  l a t e  November I9 60 :

"R eso lu ti o n  Co nc erning  th e U n re s tr ic te d
In te rv e n ti o n s  of  th e  G en er al  S erv ic es
A d m in is tr a ti o n  In  t to  J u r i s d ic t io n

S ta te  and F ed era l R eg ula to ry  Com mission s

"W he reas . S u f f ic ie n t  f a c t s  have  become a v a i l ­
ab le  to  show th e  grow th and n a tu re  of th e re g u la to ry  
a c t i v i t i e s  of th e  G en er al  S e rv ic e s  A dm in is tr a ti o n  of  
th e  U ni te d S ta te s  Gover nment , th e  p o l ic ie s  and p ra c ­
t i c e s  underl y in g  th ese  a c t i v i t i e s  and  th e many s e r i ­
ous is su e s  which  now co n fr o n t n o t only  s ta te  and 
fe d e ra l re g u la to ry  agencie s but a ls o  th e  p u b li c , 
l e g i s l a t i v e  bodie s and a f fe c te d  c a r r i e r s  and 
u t i l i t i e s  as  a r e s u l t  of th e  em erg ence  of  th i s  
new F ed era l ag en cy ; and
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"W he reas . These  f a c t s  show th a t  duri ng  th e  p a s t 
de ca de  GSA's  T ra n sp o rt a ti o n  and U t i l i t i e s  S erv ic e  
ha s sh a rp ly  in cre ase d  i t s  p e rs o n n e l and ex p en d it u re s 
from 21 em ploy ees and $1 33 ,000  in  1950 to  an e s t i ­
ma ted  247 and  $2 ,3 75,0 00 fo r  1961  and ha s exp anded 
i t s  in te rv e n ti o n s  from  3 case s to  ov er  60 in  I9 60;  
and

"W he reas . GSA, p u rp o rt in g  by i t s  in te rv e n ti o n s  
to  re p re s e n t th e  F ed era l Government  as  a consum er, 
a c tu a l ly  se ek s to  have  o v e r - a l l  p r ic e s  fo r  c a r r i e r s  
and  u t i l i t i e s  s e t  s o le ly  on th e  b a s is  of  th e  e f f e c t  
o f in c re a se s  on th e  F ed e ra l budget , th e re by  ig no ri n g  
c o n tro l l in g  n a ti o n a l and s t a t e  p o li c y  to  perm it  
r a t e s  and  charg es f a i r  to  th e  p u b li c  and re g u la te d  
b u sin esses  a l ik e ,  and th e  n e c e s s i ty  fo r  th e  F ed era l 
Government  to  pa y,  al on g w it h  a l l  o th e r u s e rs , i t s  
f a i r  sh are  of th e  r a te s  a u th o ri zed  to  be ch ar ge d by 
u t i l i t i e s  and c a r r i e r s ;  and

"W he reas . Du rin g such  in te rv e n ti o n s  GSA ha s 
p a r t ic ip a te d  as an ad v e rs a ry , ad du ci ng  ev id en ce  on 
r a te  of r e tu rn , r a te  base , c o s t o f c a p i t a l ,  v a lu a ­
ti o n  of p ro p e rt y  and o th e r te c h n ic a l f a c to r s  in  th e  
ra te -m akin g  p ro c e ss , much of which  d u p li c a te s  s im il a r  
p re s e n ta ti o n s  by members of r e g u la to ry  s t a f f s  and 
o th e r in te rv e n o rs , in c lu d in g  o th e r  f e d e ra l ag e n c ie s , 
and  u n n e c e ssa r il y  m u lt ip l ie s  th e  p a r t ie s  to  be hea ra  
and p ro lo ngs p ro ceed in gs;  and

"W he reas , th e  U nited  S ta te s  Se na te  Comm ittee on 
A p p ro p ri a ti o n s , 86 th  C on gr es s.  Second  S ess io n , a f t e r  
n o ti n g  w it h  'c oncern  th e  c o n s ta n t in c re a se  in  bu dg et  
r e q u e s ts ' o f th e  GSA and th e  c la im s th a t  GSA's work 
'd u p l ic a te s  th a t  of  th e  r e g u la to ry  a g e n c ie s ',  ha s 
s ta te d  th a t  i t  p la n s 't o  ex p lo re  th e  m a tt e r more 
f u l l y ' befo re  th e  nex t bu dg et  p e r io d .

"T h ere fo re . Be i t  R eso lv ed . Tha t th e  N a ti ona l 
A sso c ia ti o n  of R ail ro ad  and U t i l i t i e s  Co mm iss ion ers  
in  Annual Con ve nt io n as se mbled  do es  her eb y ex pre ss  
i t s  c o n v ic ti o n  th a t  GSA sh ou ld  l im i t  i t s  p a r t i c i ­
p a ti o n  in  r a t e  p ro ceedin gs so as  to  bri ng  to  th e 
a t te n t io n  of th e  re g u la to ry  co mmiss ions  any p e c u li a r  
ne ed s of th e  F ed era l ag en cy  re p re se n te d  by GSA and 
th a t  GSA sh ou ld  make onl y su ch  s tu d ie s  and add uce 
su ch  ev id en ce  as  i s  n ecessa ry  to  assu re  th a t  a 
F ed era l ag en cy  i s  n o t d is c r im in a te d  a g a in s t in  te rm s 
of q u a l i ty , k in d , or  char ges  fo r  s e rv ic e .
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"Resolved Further. That the Officers, Committee 
on Legislation and the legal representatives of this 
Association are hereby authorized to appear on 
behalf of the Association before the Appropriations 
or other Committees of Congress to present the view 
of the Association as expressed herein."

The Chamber committee's November I960 report 
noted that GSA, in awarding $10,000 to certain of its 
employees for obtaining rate reductions "far beyond expec­
tations" in connection with an FCC proceeding involving 
private line rates of Western Union and the Bell System, 
had ignored the fact that the investigation was initiated 
by the FCC, not GSA, and that the ultimate result of GSA's 
rate reduction petition was to Increase over-all rates to 
communication users by about $6,000,000 based on 1958 
volumes. In replying to this statement, TPUS without 
explanation denies the revenue amounts and would also lead 
the reader to believe that there was no relationship between 
GSA's petition to reduce telephone private line rates and 
the subsequent increase in teletypewriter private line rates.

The facts are that the FCC had initiated an inves­
tigation of the private line rates and, long before GSA's 
intervention, had requested both companies to submit exten­
sive cost studies. After completion of these studies, the 
companies submitted the results to the FCC staff and furnished 
copies to each intervenor, including GSA. The Bell System 
study showed an over-all return of 6.4% on the net investment
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de vo te d to  p r iv a te  l in e  s e rv ic e s , w it h  te le phone se rv ic e s  

earn in g  11. 7#  and  te le ty p e w r i te r  s e rv ic e s  2 .6 # .*

T h e re a ft e r on Feb ru ar y 7 , 19 58 , GSA p e ti ti o n e d  

th e FCC fo r  a 25#  re d u c ti o n  in  te le phone p r iv a te  l in e  r a t e s , 

ba si ng i t s  re q u e s t on th e  r e s u l t s  o f th e  c o s t s tu d ie s .

GSA’s p e t i t i o n  was n o t sp urr ed  by e i th e r  ’’p ro ced u ra l d i s ­

cu ss io n s"  in d ic a ti n g  th a t  th e  B e ll  System pl an ne d to  in c re a se  

th e te le ty p e w r i te r  r a te s  or  by an  a c tu a l f i l i n g  o f h ig h er 

r a te s  as  TPUS' comments err o n eo u sl y  s t a t e  (p p.  12-1 3):

" . . .  The s ta te m en t th a t  th e  r a te  ch an ge s br ought 
ab ou t by GSA’s p e t i t io n  a c tu a l ly  r e s u l te d  in  in c re a se s  
of $6 m il li o n  to  co mmunica tio n u se rs  as  a whole  i s  
in c o r r e c t ,  as  a re  c e r ta in  o th e r st a te m en ts  co nc er nin g 
th e  FCC a c ti o n .

"The AT&T c o s t st udy  in  th e  FCC ca se  had be en  in  
p re p a ra ti o n  s in c e  1955  and th e  r e s u l t s  were d i s t r ib u te d  
Ju ly  26 , 1957 . While th e  st udy  showed ex tr em el y  h ig h  
ea rn in g s on th e te le phone gr ad e s e rv ic e s , th e  p ro ced u ra l 
d is c u ss io n s  in d ic a te d  th e  company on ly  in te nded  to  
in c re a se  th e  te le ty p e w r it e r  p r iv a te  l in e  se rv ic e s  fo r  
which  th e  low earn in gs were in d ic a te d . Th is was su b­
se q u en tl y  co nf irm ed  when company p ro posa ls  were f i l e d  
to  in c re a se  te le ty p e w r it e r  se rv ic e s  by 27# bu t mak ing 
only  no minal  ad ju st m ents  in  te le phone gr ad e s e rv ic e s .
GSA acco rd in g ly  f i l e d  i t s  p e t i t io n  Feb ru ar y 7 , 19 58 , 
and  AT&T oppo sed th i s  on Feb ru ar y  2M-, a ll e g in g  among 
o th e r th in g s  th a t  FCC co ul d n o t la w fu ll y  make su ch  a 
re d u c ti o n . GSA re p li e d  to  th a t  p e t i t io n  March 3 , 19 58 ."

* Bef or e GSA’s p e t i t i o n  was hea rd  by th e  FCC, th e  B e ll  
System pu rs u an t to  an  e a r l i e r  FCC re q u e s t r e s ta te d  i t s  
1955 st udy  to  ta ke  in to  ac co un t s ig n i f ic a n t  ch an ge s in  
in v est m en t,  ex pe ns es  and re ven ues  known to  have  oc cu rr ed  
be tw ee n 1955 and 19 57 . The r e s ta te d  st udy  showed ov er­
a l l  p r iv a te  l in e  earn in gs o f 5A # w it h  te le phone earn in g  
a t  10. 7# and  te le ty p e w r it e r  a t  1 .7 # .
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In direct refutation of TPUS’ allegations quoted
above, GSA's own brief* before the FCC in support of the
proposed reduction stated (p. 2):

"On February 7, 1958, GSA filed its 'Petition for 
Immediate Rate Reduction' in telephone grade service charges, 'together with anv other'appropriate upward 
er, downward adjustment to bring the rate structure
into balance.' At an informal conference of the
parties herein, held later the same da y, the Company 
announced its intention to increase and revise the 
rates for teletypewriter grades of private line serv­
ices . . . ." (Underscoring added.)

Thus it clearly appears from GSA's own statements that its 
petition to reduce telephone rates acknowledged the 
necessity of adjusting other rates upward** and caused the 
company to seek teletypewriter rate increases.

Subsequently on June 25, 1958 the FCC ordered a 
reduction of 15% in private line telephone rates. This 
amounted to $5,700,000 annually based upon 1955 volumes or 
$11,000,000 based upon 1958 volumes. In responding to the 
utility company contention that a reduction should not be 
made in the higher earning telephone grade rates without a 
commensurate increase in the low earning teletypewriter 
grade rates, the FCC held:

♦ The GSA brief of March 3, 1958 replying to AT&T's opposi­
tion and referred to by TPUS in the comments quoted above. (F.C.C. Dockets Nos. 116M-5 and ll6b-6)

*♦ During the June 12, 1958 oral argument on GSA's petition, 
one of the commissioners asked GSA counsel, "But you have 
no objection to an increase in those [teletypewriter] 
rates, do I understand you correctly?" to which counsel 
replied, "That is correct, and assuming it is done in 
conjunction with a proper adjustment in the telephone grade rates" (Tr. at p. 27^8).
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" . . .W e re co g n iz e  th a t  on th e  b a s is  o f th e  re sp ond­
e n t s ’ c o s t ev id en ce  in  th i s  p ro ceed in g , th e  r a te s  fo r  
p r iv a te  l in e  te le g ra p h  gr ad e s e rv ic e s  may be in ad e­
quat e to  p ro vid e th e  re sp ondents  w it h  a f a i r  r e tu rn  
on th e i r  r e s p e c ti v e  in ves tm en ts  dev ote d to  th ese  
s e rv ic e s . Res po nd en ts  have s ta te d  t h a t  on June  26 ,
1958 th ey  p la n  to  su bm it , fo r  th e  re co rd  in  th ese  
p ro ceed in g s,  pr op os ed  re v is io n s  in  su ch  r a te s  w it h  
th e  e x p e c ta ti o n  t h a t  su ch  p ro p o sa ls  w i l l  be th e  b a s is  
fo r  in te r im  re ve nu e r e l i e f  in s o fa r  as  p r iv a te  l in e  
te le ty p e w r i te r  s e rv ic e s  a re  co nce rn ed . Such p ro posa ls  
w i l l  be consi dere d  on th e i r  own m eri ts  a t  su ch  tim e as  
th ey  a re  p re s e n te d .”

The B e ll  System was th e r e a f te r  g ra n te d  te le ty p e ­

w r i te r  in c re a se s  o f  $8 ,b-00, 000* ba se d on 195 5 volum es or  

$1 3, 00 0, 00 0 ba se d upon 1958 vo lumes . Moreo ve r, Wester n 

Union was g ra n te d  s im il a r  in c re a se s  ap pro xim at in g $b-,2 00 ,0 00 . 

Thus ba se d upo n 1955 vo lu m es , th e re  we re o v e r - a l l  in te r im  

re d u c ti o n s  of $5 ,7 00 ,0 00 * in  te le phone r a te s  and in c re a se s  

o f $1 2, 60 0, 00 0 in  te le ty p e w r i te r  and, ba se d upo n 1-958 v o l ­

um es,  re d u c ti o n s  o f $1 1, 00 0, 00 0 and in c re a se s  of  ab ou t 

$17,0 00 ,0 00 , an  o v e r - a l l  in c re a se  o f $6 ,0 00 ,0 00 .

Mr. F lo e te ’s l e t t e r  and  TPUS’ comments s t a t e  th a t  

th e  " in c e n ti v e ” aw ard s g iv en  to  GSA em ploy ees fo r  th e i r  

a c t i v i t i e s  in  co n n ec ti o n  w it h  th e  FCC pro ce ed in g we re made 

p u rs u an t to  law  and  in  ac co rd an ce  w it h  r e g u la r ly  e s ta b li s h e d  

p ro ced u re s,  in c lu d in g  C iv i l  Serv ic e  Comm ission ap p ro v a l.

Of cours e  th i s  i s  so  and  th e re  was no in te n t io n  to  q u es ti o n

♦ These  amoun ts a re  c i te d  by GSA’s "P ro po se d F in din gs and  
C o n clu si o n s, " Ja nuar y  15 , I9 60 , F. C .C . Do cket No. ll6b -5 , 
No. 11,6 U6 and No. 1219b- a t  pp . 19-2 0.

710 36 0 —61------«6
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the legality of the presentation. The point clearly made 
by the Chamber committee’s report went to the question of 
whether such awards should be given to employees who 
participate in rate litigation and for "rate reductions 
. . . far beyond expectations." This decision is a matter 
of agency discretion and, significantly, no comment was 
made as to the wisdom of a policy which places a premium 
on opposition for opposition’s sake without regard to the 
merits of the case.*

* TPUS alleges at pp. 10-11 that the Chamber committee 
report erred when it stated that GSA’s witness in F.C.C. 
Docket No. 116h-5, Dr. Laurence Knappen, testified that 
cost of capital and fair rate of return are the same 
and, when confronted with this, GSA Deputy Administrator 
Mills' statement to Congress quoted at p. 5 herein, 
disagreed with Mr. Mills on the basis of his "long term 
position as an expert." TPUS' comments infer that the 
subject matter of this testimony was explored only on 
cross-examination. The facts are that Dr. Knappen's 
direct testimony was prepared in written form and dis­
tributed to the parties two weeks prior to cross-exam­
ination. At pp. 9-10 of this testimony (Ex. M+5)
Dr. Knappen disagreed with an earnings level supported 
by another witness stating that there had been no 
attempt to equate the rate with "cost of capital nor to 
justify it by any other valid techniques" and that, in 
his opinion, it was "utterly excessive." In view of 
these statements, Dr. Knappen was questioned on cross- 
examination. He testified that fair rate of return and 
cost of capital "are the same" and, when confronted 
with Mr. Mills' statement to Congress, expressed complete 
disagreement.
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Two othe r mat ters  di scus sed by TPDS re qu ir e

comment.

F i r s t , TPDS is  c r i t ic a l  of  the conc lus ion  

exp res sed  in  the  Chamber com mit tee’s re port  th a t Se ct ion 

201(a) (M-) of the Fe de ra l Propert y and Ad minist ra tiv e 

Se rvice s Act of  19*+9 was no t in ten ded by Congress to  encom­

pass the  l it ig a t io n  of  over- a ll  ea rn ings  le vel s of  c a rr ie rs  

or u t i l i t i e s .  None the  le ss  much of  TPDS' di sc us sion  is  

concerned  wi th m at te rs  which shed no li g h t on th is  is su e .

By way of example, the  Task Force recommendation 

th a t GSA appear on be ha lf of  a l l  agencie s went so le ly  to  
the qu es tio n of  whom i t  shou ld re pre se nt - p a rt ic u la rl y , 

whether i t  should ac t fo r the  m il it a ry  es tabl ish men t - and 

no t to  the  qu es tio n of  how th is  re pre se nta tive  fu nc tion  

should be di scha rg ed . S im ilar ly , the recommendation th a t 

GSA be st aff ed  wi th counsel  exper ienced  in  tr ansp ort a ti on  

law and in  p ra cti ce  be fore  the commissions* was concerned 

wi th the quali ty  of pe rso nn el ; th e fu nc tion s of these 

persons were d ea lt  wi th in  a se pa ra te  se ct io n of  the re p o rt . 

In these and othe r in st an ce s,  th en , the  GSA an al ys is  is  

extraneo us to  the is su e focu sed  on in  the Chamber of  Commerce 

re po rt .

The sp ecif ic  recommendation was fo r two such men. a 
ge ne ra l counsel  and an a ss is ta n t co un se l, and no t fo r 
an en ti re  s ta f f . Task Force Re po rt,  p.  oO.
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On th e o th e r  ha nd, th e d is c u s s io n  which  i s  

d ir e c te d  to  th i s  is su e  i s ,  fo r  th e  mo st p a r t ,  und ocum ented  

and so  su c c in c t as  to  be m is le ad in g . Thus i t  i s  s a id  

sim pl y "The l e g i s l a t i v e  h is to ry  i s  c le a r  th a t  th e  o b ta in ­

in g of re aso nab le  r a t e s  was th e prim ar y o b je c ti v e  o f both  

th e  n e g o ti a ti o n  and  l i t i g a t i o n  fu n c ti o n s . . . . "  Th is 

st a te m en t i s  c o r re c t as  f a r  as  i t  g o es,  b u t wh at seems  

eq u a ll y  c le a r  i s  th a t  th ese  n e g o ti a te d  or l i t i g a t e d  r a te s  

were to  be re aso n ab le  in  te rm s of th e  q u a n t i ty , co mpo si­

t io n  and ro u ti n g  o f p a r t i c u la r  go ve rnmen t sh ip m en ts , and  

were no t to  be ob ta in ed  by a tt em pti ng  to  und erc u t th e 

u t i l i t y ' s  o v e r - a l l  r a t e  s t r u c tu r e . The l e g i s l a t i v e  h is to ry  

r e l ie d  upon bo th  by TPUS and  th e Chamber co mmitt ee  c o n s is ts  

al m ost  e n t i r e ly  of th e  te st im ony  of Nr . Hack and  Mr. Hayghe 

befo re  th e  Se na te  Comm ittee .* In  th e  cou rs e  of  t h i s  t e s t i ­

mony, Chairman M cC le lla n in q u ir ed  as  to  whe th er  th e  

co nte m pla te d  n e g o ti a ti o n  and l i t i g a t i o n  fu n c ti o n  would 

e n t a i l  th e  h ir in g  of le g a l  pers onnel t r a in e d  as  t r a f f i c  

e x p e r ts . Mr. Mack r e p l ie d  th a t  su ch  pers ons

" . . .  wou ld be ex peri enced  t r a f f i c  pe op le  who wou ld 
be in  a p o s it io n  to  det er m in e wh at  might  be  th e 
b a s is  o f a sa v in gs th ro ugh a n e g o ti a ti o n  w it h  th e 
c a r r i e r  or  a r a t e  h e a r in g . For ex am pl e,  l e t  me gi ve

* H eari ngs,  S.  990 and  S. 959 j  Comm ittee on E xpenditure s 
in  th e  E xec utive Dep ar tm en t, A p ri l lU , 19b-9, pp . 48 -5 5.
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you an i l lu s t r a t i o n .  We buy s t ra te g ic  and c r i t i c a l  
m a te ri a ls  fo r th e Mu nit ion s Board . A pu rcha se  may 
in vo lv e th e movement of su b s ta n ti a l q u a n ti ti e s , fo r 
exam ple , of  bau xit e betw een  poin ts  which ar e no t 
normal ro u te s fo r t r a n s p o r ta ti o n . Con se qu en tly , our  
t r a f f i c  grou p,  knowing th a t th is  movement i s  to  be a 
s u b s ta n ti a l one and knowing th a t  th ere  is  a b asis  
be cause of  th e ton nage  Invo lved  fo r a sp e c ia l r a te ,  
would th en  un de rtak e a n eg o ti a ti o n  w ith th e .r a il ro a d  
to  get  a ra te  th a t i s  w ar ra nt ed  an d,  i f  nec es sa ry , 
f i l e  a p e t i t io n  w ith th e re g u la to ry  com missio n.

"However, i f  th e movement of  go od s, which would 
ap pl y to  most  go od s, of  cours e,  i s  in  normal quan­
t i t i e s  ov er normal ro u te s . th en  th ere  would be no 
b a s is , of  co ur se , fo r asking  fo r a SPec la l- Tat e
merely because i t  is  governmen t goods. Tha t ge ne r­
a l ly  i s  th e s i tu a t io n ."  (U nd erscor ing  added he re  
and fo llow in g?5

S hort ly  th e re a f te r , Se na to r Schoeppe l ask ed Mr. Hayghe how 

pa ssag e of  th e b i l l  might be ex pe cted  to  r e s u lt  in  a re du c­

ti o n  of th e governme nt’s o v e r -a ll  co st of  tr a n sp o r ta ti o n . 

Mr. Hayghe re p li e d :

"I n th e movement of  gov ernment goods . . . our  
movements in  la rg e  volume ar e not w ith in  th e nor ma l
com mercial ch an ne ls fr eq u en tl y .,  and th er e has been
no oc ca sion  fo r th e c a r r ie r s  to  e s ta b li sh  ra te s  fo r
th os e movements o th er  th an  th e gen er al  c la ss  .r a te .
Ge ne ra l c la ss  ra te s  ap pli ed  to  la rg e  volume move­
ments between give n po in ts  would  be ob vi ou sly 
un re as on ab le  and unl aw fu l.  I t  would be th e p a r t 
of  th e gove rnment t r a f f i c  management, group to. geg
that the rates were put into effect to cover these
sp e c if ic  movements th a t were  com parable to  fa vo r­
ab le  commodity ra te s  ap plying  v ia  com mercia l ch an ­
n e ls  ."

Thro ugh out  th e heari ng , th es e o f f ic ia ls  gave 

ab so lu te ly  no in d ic a ti o n  th a t  th ey  had in  mind th e br oa d,

ad ver sa ry  p o s it io n  th a t GSA has  adop ted  in  gen er al  in cr eas e
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c a se s . I f  th ey  co nt em pl at ed  su ch  a r o l e ,  th e i r  s il e n c e  

befo re  th e  Sen at e Com mit tee  was c e r ta in ly  m is le ad in g .

In dee d, i f  t h i s  was th e  c a se , th e  l e g i s l a to r s  were in  

f a c t  m is le d . N ev e rt h e le ss , TPUS would  im pu te  su ch  in te n t  

to  Con gres s.'

W itn es s th e  s ta te m e n ts , in te r p r e t iv e  o f th e  

s t a t u t e ,  ap pea ri ng  in  th e l a t e r  Sen at e A ppro pri a ti ons 

R ep o rt s,  c i te d  in  th e  Chamber com m it te e 's  r e p o r t (p p.  

17-1 9).  In  one p la ce  th e Sen at e gr ou p say s:

"In  s h o r t , a pro per  in te r p r e ta t io n  of th e  s ta n d ­
ard s o f th e  F ed era l P ro p ert y  and  A d m in is tr a ti v e  
S erv ic es Act c a l l s  fo r  a cours e  o f co nd uc t in  co n­
n e c ti o n  w it h  ap pea ra nce s b e fo re  su ch  bo die s wh ich  
se ek s to  a ssu re  th a t  no d is p ro p o r ti o n a te  r a te  bu rd en  
Is  pla ce d on th e  Federa l Government  and  th a t  th e 
p a r t ic u la r  i n t e r e s t  and re q u ir em en ts  o f th e  Government 
as  a consu me r a re  made known. Q ue st io ns  o f o v e ra l l  
e a rn in g s , r a t e  of r e tu r n , and  ad eq ua cy  of s e rv ic e  
sh ou ld  be l e f t  to  th e  F ed era l and  S ta te  re g u la to ry  
a g e n c ie s , as, cj e a i J y  j j i t e B.dgd .b y  th g  CoRgr^gs and  th e 
S ta te  l e g i s la tu r e s  when th e  s t a tu t e s  e s ta b li s h in g  
th ese  agencie s were p a sse d ."  (U nd er sc or in g added .)

I t  I s  d i f f i c u l t  to  im ag ine a c le a re r  s ta te m en t of l e g i s l a ­

t iv e  in t e n t .

F urt herm ore , th e  same u nders ta nd in g  i s  ev in ce d 

in  th e Hoover r e p o r t s .  The A d m in is tr a ti o n  a n a ly s is  s t a t e s  

th a t  th ese  r e p o r ts  "d id  n o t su g g est  an y of th e is su e s  which  

sh ou ld  be l i t i g a t e d "  by GSA in  re g u la to ry  h e a r in g s . Tru e,  

th ey  d id  n o t r e c i t e  a l i s t  o f s p e c i f ic  is s u e s . But th e  

reco mmen da tio ns  were ep ig ra m m at ic , so  th a t  th e i r  meaning
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ca n be f a i r l y  ap p ra is ed  onl y in  r e l a t i o n  to  th e  Task Fo rc e 

d is c u ss io n s  pre cedin g  them.  The Chamber co m m it te e 's  r e p o r t  

(p p.  3, **) quote s th e  Task F o rc e 's  summary of th e  governme nt 

t r a f f i c  managem ent prob lem. Th is s ta te m e n t, *  i t  w i l l  be 

n o te d , cen te re d  arou nd  th e f a c t  th a t  go vernment p ro p e rt y  

and i t s  ch an nel s o f movement " d i f f e r  m a te r ia l ly  from th e 

commercial  t r a f f i c  fo r  wh ich  c a r r i e r  t a r i f f s  have  be en  

c o n s tr u c te d ."  In  th e  d is c u ss io n  which  fo llow ed  (p . 75 e t  

s e q . ) ,  th e  Task Fo rc e found "an u rg en t ne ed  fo r  a c o n ti n u ­

in g c e n tr a li z e d  program  of re se a rc h  in to  th e  ch ar ges  fo r  

t r a n s p o r ta t io n  o f Governm ent p ro p e r ty ."  I t  s a id :

"A pp ro xi m ately 20 p e rc e n t o f Gov ernmen t sh ip ­
m en ts , re p re se n ti n g  a s u b s ta n t ia l ly  g re a te r  
p ro p o rt io n  o f th e  vo lume, in v o lv e  commod iti es  no t 
o rd in a r i ly  sh ip pe d by p r iv a te  co nce rn s or  ch an nel s 
o f movement d i f f e r in g  fro m o rd in a ry  commercial  
ch an n e ls . As a r e s u l t ,  su ch  sh ip m en ts  w i l l  move 
a t  unre aso nab le  h ig h co mmercial  r a t e s  u n le ss  a c ti o n  
I s  ta k en  to  se cure  s p e c ia l q u o ta ti o n s  un de r . . . 
th e  I n te r s t a t e  Commerce Ac t or ch an ge s in  c a r r i e r s ' 
t a r i f f s  are  se cu re d . . . . Th ere i s  no p re se n t 
method wh ereby su ch  a c ti o n  ca n be ta ken  fo r  th e  
co m po si te  t r a f f i c  o f th e  s e v e ra l ag en c ie s .

"Mos t ag e n c ie s , la ck in g  in fo rm ati o n  o f more th an  
th e  In d iv id u a l movem ents d is c lo se d  th ro ugh  p ro cess­
in g ro u ti n g  r e q u e s ts , do n o t se ek  a pe rm an en t le v e l  
o f re aso n ab le  r a te s  th ro ugh t a r i f f  ad ju st m en ts . To 
th e  li m it e d  e x te n t th a t  th e  need  fo r  r a te  a d ju s t­
me nts  i s  d is c o v e re d , r e l i e f  i s  so ught re q u e s ti n g  
s p e c ia l q u o ta ti o n s  r a th e r  th an  t a r i f f  changes. "

The su bst ance  o f th e st a te m en t was ad op te d by th e  F u ll  
Com mission  as  i t s  re p o r t on t r a f f i c  manag ement . Com­
m is si on  R ep ort  on O ff ic e  of G en er al  S erv ic es and  
Su pp ly  A c t iv i t i e s ,  Feb ru ar y 19^-9, p . 30 .
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C e n tr a li z e d  t r a f f i c  man agem ent was a ls o  ne ed ed  to  o b ta in  

th e  in fo rm ati o n  " re q u ir e d  fo r n e g o ti a ti o n  o f lo wer  t r a n s ­

p o r ta t io n  c o s t s ."  The Tas k Fo rc e re p o r te d :

"The in fo rm a ti o n  re ce iv ed  in  th e  in d iv id u a l 
t r a f f i c  o rg a n iz a ti o n s  do es  n o t enable  them  com pre ­
h en siv e ly  to  re v ie w  th e i r  t r a f f i c  to  det erm in e th e  
ne ed  to  n e g o ti a te  fo r  lowe r ch a rg e s . Very l i t t l e  
in fo rm ati o n  i s  o b ta in ed  fro m purc hasi ng  a c t i v i t i e s  
to  su pport  n e g o ti a ti o n  fo r  ch an ge s in  th e  c l a s s i ­
f i c a t io n  or ex cep ti ons to  th e  c l a s s i f i c a t i o n . "

In  view  of th i s  p ic tu re  o f n e g o ti a ti o n  and l i t ­

ig a t io n  ba se d on th e  ty p e , volume and  ro u ti n g  o f sh ip m ents , 

th e  f a c t  th e re  was no su g g est io n  el se w nere  in  th e  re p o r ts  

th a t  one  fu n c ti o n  o f th e  c e n tr a li z e d  ag en cy  sh ou ld  be to  

d is p u te  o v e r - a l l  r a t e  s t ru c tu re s  or e a rn in g s  l e v e l s ,  wou ld 

ap pe ar  e n t i t l e d  to  ap p re c ia b ly  more  w ei ght th an  th e  TPUS 

comments have  ac co rd ed  i t .  In dee d, i t  seem s re aso n ab le  to  

co nc lu de  th a t  th e  Hoo ver gro up , l ik e  th e  C ongre ss , d id  no t 

co n si d e r th e  l i t i g a t i o n  o f su ch  is s u e s  to  be p ro p e rl y  w it h in  
th e  pro vin ce  o f GSA. Th at  p ro v in ce , as  i s  co nc ed ed  by TPUS 

(p . 6 ) ,do es  n o t encom pas s u n li m it ed  in te rv e n t io n  " d ir e c te d  

to  th e  n a ti o n a l i n t e r e s t , "  bu t " is  li m it e d  s o le ly  to  r e p re ­

se n ti n g  th e  Government  as  a con sum er or s h ip p e r ."

L a s t,  TPUS a ll e g e s  th a t  p ro p o sa ls  con ta in ed  in  th e  

Chamber co m m it te e’s r e p o r t  wou ld r e s t r i c t  GSA’s re g u la to ry  

a c t i v i t i e s  to  a p o in t where  th e  Governm ent  co uld  n o t be 

ass u re d  of re aso n ab le  r a te s  (p p. 1 -3 , 1 5 ).  The com m it te e 's
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proposals were not Intended to, nor would they, in fact, 
so limit GSA. These proposals, as the report clearly doc­
uments (pp. 28-30), were nothing other than a summary of 
expression from experienced organizations such as the 
National Association of Railroad and Utilities Commissioners, 
the Illinois Commerce Commission, as well as twenty other 
state regulatory commissions, and the Senate Appropriations 
Committee. It was suggested that GSA -

"1. Assist in the determination of the trans­
portation and utility needs of the various Government 
agencies. A great variety of carriers and utility 
services are available. The Administrator could 
perform a valuable function by working with the 
agencies involved and the carriers or utilities to 
achieve the ideal usage for each part of the Govern­
ment.

"2. Assist in the interpretation and application 
of tariffs. This work would help'to determine the 
best transportation or utility service offerings for 
particular tasks, the charges therefor, and regulations 
applicable thereto, in order to decide what service to 
use. The same personnel could also see to it that the 
tariff provisions are fulfilled and that the charges 
as billed are correct.

"3. See that transportation and service offerings 
are available which meet the requirements of the 
Government. This function goes beyond a consideration 
only of existing services. The General Services 
Administration could see that the offerings of carriers 
and utilities fully meet the Government’s needs in 
terms of quantity, quality, and variety.

”U. See that the Government is not discriminated 
against as compared with others. In this connection, 
it may be necessary for GSA to participate in rate 
proceedings? in which case it could develop pertinent facts relative to Government usage and transportation 
and the impact of existing and proposed rate schedules 
on the Government within the earnings levels determined 
by the regulatory body to be in the public interest.”
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TPUS has interpreted the statement that the 

Government should "not be discriminated against as com­

pared with others," appearing in the fourth recommendation 

above, to encompass the narrower concept of undue or 

unreasonable discrimination said to used in some of the 

regulatory statutes. There was no intent to apply such 

a restricted meaning. Rather, "discrimination" was used 

in the usual and, broader, sense to indicate that the rates 

charged the Government should bear a fair and reasonable 

relationship to the rates charged other users for like or 

comparable services or facilities. It was thus intended 

that GSA be in a position to assure availability to the 

Government of adequate services of the type and quantity 

required and, also, to make certain that the rates therefor 

are reasonable and fair in relationship to the rates charged 

others for like or comparable services.

Based upon these recommendations, GS A’s present 

regulatory activities would be limited in only one area.

It would cease the wasteful and ineffectual duplication of 

functions already performed by regulatory agency personnel 

with respect to over-all utility or carrier operations and 

involving matters such as valuation, rate of return (whether 

it be called "fair" or "cost-of-capital") and other over-all 

revenue and expense adjustments. This limitation would not
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onl y e li m in a te  th e  w aste fu l d u p li c a t io n  of fu n c ti o n s , whi ch , 

a f t e r  a l l ,  Con gres s so ug ht  to  rem edy  by  en ac tm en t o f  th e  

F ed era l P ro p e rt y  and A d m in is tr a ti v e  S erv ic es A ct,  b u t i t  

would a ls o  r e s u l t  in  b e t te r  r e la t io n s h ip s  be tw ee n GSA and  

th e  re g u la to ry  agencie s and  a ssu re  th a t  GSA p ers o n n e l co n­

c e n tr a te  on t r u ly  re p re se n ti n g  th e Gov ernm en t’s  "co nsu me r

in t e r e s t
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General Statement

Mr. F lint . We ll, I th ink  in view of  t he lateness  o f the  tim e I  will  
confine my rema rks  simply to  this.

P ir st  I wa nt to  explain th at  a lth ough  I am gen era l traffic ma nager 
of Quaker Oats, here , I appear here as a witn ess fo r the  Chamber  o f 
( ommerce of the Un ited Sta tes.  I have had very conside rable ex­
perience  wi th reg ulato ry  agencies, and at  pre sen t I  am Ch air man  of 
the  Spe cial  Ad vis ory  Committee to the  ICC.  I hav e had experience 
on State  commissions. Bu t ra th er  th an  go into any  of  the  reasons 
why we are  ask ing  t hat  thi s committ ee cu rta il GS A’s act ivit ies , most  
or  which ha ve been expla ined fully  by M r. M aurer, I would s imply  say 
th at  we would hope  th at  not o nly  would  th is commit tee pu t some posi­
tive lan guage which  would restr ic t GS A’s act ivi ties  to  rep res entin g 
only  the  pecu lia r intere sts  of  the  Government  as a user , and fu rthe r 
th at  some ma ter ial  reduct ion  be mad e in the  ap prop ria tio n,  because  I  
th ink it is only by c ut tin g down the  money tha t thi s a cti vit y is go ing  to 
be curbed.

SUMMARY OF ARGUMENT

Se na tor  Magnuson. I th in k you sum it up  very  well on page 4— 
your views on th is—w here you sa y :
It  is thus apparen t if GSA is  to par ticipate in such proceedings without dupli­
cating the  work of the regu latory agency, i t must res trict its  s tudies to the  f ai r­
ness and reasonableness  of rat es  charged for Government shipm ents and util ity 
services as compared with  those of o ther shippers and users.

Mr. F lint . Yes, sir , and I -----
Senator  Magnuson. Th is is the ir prime  f unc tion.
Mr. F lin t. I fu lly  agree th at  the re is a great  are a in which GS A 

can operate . I worked  with the  Hoov er Commission when wTe recom­
mend ed th at  the  GS A traffic management  function be exp and ed.  
There  is a grea t deal  the y can do in traffic manag ement  witho ut ge t­
tin g into  thes e gen era l reg ula tor y policy matters  such as fa ir  rat e of 
re tu rn , cost of cap ita l.

Sena tor  Magnuson. Th at  is  what the  CA B is supposed  to do, a C AB 
ma tter. I don’t know whether the y do or no t, but  the y are  supposed 
to.

FUNCTIONS OF CAB AND ICC

Mr. F lint . One  oth er rem ark  I w’ould like  to  make  because  I was 
rea ding  G SA ’s testimony befo re the  Hou se and  they  make the  r em ark  
that  thes e agenc ies such as the  IC C and  the  CAB are jud ges  a nd t ha t 
they sit  up and judge issues and the y can jud ge  only wh at is placed  
in the  rec ord  be fore  them.

Th at  is n ot  correct. They are  legi sla tive  bodies . They are  arm s of 
th is Congress, and they are  legisla tin g when they make rates.  They 
have  sta ffs which a ppear bef ore  them and p rese nt ev idence, sta ffs wh ich 
eva lua te the evidence present ed by othe rs.

Tha nk  you.
Se na tor  Magnuson. We ll, thi s is off the record .
(Discussion  off the reco rd.)
Se na tor Magnuson. We will pu t in the reco rd othe r sta tem ent s on 

th is m atter.
(The  stat ements re fe rre d to fo llo w:)
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Stateme nt  on Beh al f of Unit ed  States I ndepe ndent T elep ho ne  Asso cia tio n, 
by Bradford R oss , Cou nsel

My name is Bradford Ross, and I appear on beh alf of the Unite d Sta tes  In­
dependent Telephone Association, to which I will sometimes  refer as USITA. 
USITA is a nonprofit trade associa tion organized in 1897 and incorporat ed 
und er the laws of the Sta te of Illinois in 1915 for the  purpose of promoting 
the  general welfare  of the individ ual firms and corp orat ions  engaged in pro­
viding independent—or  non-Bell System—telephone service and those engaged 
in man ufac turing and supplying equipment and ma teri al needed to meet these 
service requirements.

About 1 out  of every 7 telephones  in the  United  State s, including its 
ter rito ries and possessions, is owned and oper ated  by an independent telephone 
company. In other words, of the 74,417,000 telephones at the end of 1960, about 
11,428,000 were operated  by independently owned companies. More tha n one- 
ha lf of the service area of the  United States is served by independent com­
panies.

The indepen dent telephone indu stry  consis ts of some 3 ,300 companies, ope rat ­
ing 10,705 exchanges. The Natio n’s long-distance service is furnish ed pri ­
mari ly by the  Bell System toll network . All long-distance faci litie s are int er­
connected with independent telephone company lines. Long-distance traffic be­
tween the two segments of the  indu stry  is freely interc hange d. Agreements are  
in effect covering routings and divisions of revenu es on the interchan ged busi­
ness. Many independen t companies themselves own and opera te a large mile­
age of toll lines, mostly regional  in charact er, all interc onnec ted with the Bell 
netwo rk and with  the  toll faci litie s of neighb oring independent companies.

The independent industr y has  been respons ible for a number of ma jor techn ical 
advances in the telephone field. The ini tial  commercial application of the  first 
practica l auto mat ic telephone system was made a litt le more than  65 years 
ago in an indep enden t exchange  at  La Porte , Ind. A few years late r, the in­
depend ents introd uced the  first dial telepho nes in a numbe r of exchanges in 
vario us parts  of the country . Today, approxim ately  90 perc ent of the  tele­
phones furn ishe d by indepe ndent companies are  dial  operate d. Telephone  users 
are  also indebted to the indepe ndent ind ust ry for handset  telephones and for 
direc t-ope rator  dia ling  over long-distance lines.

Indepe ndent  telephone companies are for  the most pa rt small busine ss ent er­
prises. Of the  indep enden t companies operatin g in continen tal Unite d Stat es 
as of December 31, 1959, 2,520 had less tha n 1,000 telephones and 1,856 had 
less than  450 telephones. Only 121 such independent companies had over 10,000 
telephones. Of the  181 independent telepho ne companies in the Sta te of Texas, 
for example, 127 had less than 1,000 telephones, 103 had less tha n 450 tele­
phones, and only 4 had over 10,000 telephones. In the  Sta te of Missouri ther e 
were then 230 indep enden t telephone companies, of which 194 owned less than 
1,000 telephones, 167 had less than 450 telephones, and only 4 owned over 10,000 
telephones. 1

Indep endent telephone companies  rang e in size from companies like Healy 
Telephone Co., Inc., of Healy, Kans., oper ating  91 telephones to the  telephone 
opera ting system of the General Telephone & Elect ronics  Corp., which owns 
appro ximately 4,100,000 telephones. Some 55 indei>endent telephone companies 
file reports  with  the Fede ral Communications Commission and 38 independent 
companies are  fully subject to regul ation  unde r the Communications Act of 
1934, as  amended. The vas t m ajor ity of ind epen dent  companies are only  part ial ly 
subject  to th at  act, being regulated for the  most pa rt by Sta te or other local 
regulatory bodies.

The typical  independen t telephone company operate s on a small amo unt of 
capita l. Its  subscribe rs are  insufficient in numbe r to supp ort any dra sti c in­
creases in cost of operat ion. These companies are  required to mainta in the ir 
faci lities  in condition  to rende r adequate  and prompt service to the public. The ir 
operating  expenses and reserves are  res tric ted  by regula tion to perm it only the 
necessary and norma l costs of doing business. Their rat es are  limite d by public 
author ity to a reasonable  return.

Incre ased costs throu gh the imposition  of un fai r or unnecessary  burd ens on 
indepe ndent companies, large and small alike, not only imp air their  abil ity to 
serve the public, but inevita bly resu lt in highe r char ges to telephone users. Ad-

1 Sou rce: I960 Annual Stat isti cal Volume of the United States Independent Telephone 
Association for the year  1959, pp. 9 and 10.
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verse economic effec ts imposed upon one telephone company may sim ilar ly affect 
all othe rs in the  nation wide telephone system. Under agreements presently  in 
effect for the division of revenues derived  from interchange d business,  revenue 
losses to one compa ny may resu lt in a smal ler amount being received by another  
company or companies par ticipat ing  in rendering  the service from which such 
decrea sed revenues  ar e derived.

The emerging scope of litigation  activitie s which appear to be increasingly 
engaged in by the Tran sportat ion and Public Utilit ies Service Division of Gen­
era l Services Administra tion is imposing a duplicative  and unnec essary  regula­
tory expense and burden both on regu lated  indu strie s and  the  agencies which 
were specially create d to reg ulate  them.

These GSA litigatio n activ ities  have been extensively studied by the  Chamber 
of Commerce of the United State s. The results  of th at  investig ation  are  set 
for th in a repo rt of the  chamber of commerce’s tra nsp ort ation and communica­
tion dep artm ent  dated November 1960 and entit led “General Services Adminis­
tra tion in Regu latory  Rate  Proceedings.” Gerald  W. Collins, manager  of that  
departm ent of the chamber  of commerce, in a let ter  tra nsm itti ng  the report to 
interested partie s, summed up the  nat ional chamber’s position as fol low s:

“Afte r care ful study, the  nat ional chamb er membership approved a position 
on this  ma tte r which in general point s out th at  the  respo nsibi lity for  protec ting 
the  intere sts of the public in the  regu lation of rates , charges,  and  pract ices of 
tra nsp ort ation and uti lity  companies is exclusively th at  of the  app rop riat e Fed­
eral  and Sta te regu lator y body. It  advocates th at  no Fed eral  agency should 
interven e before these regu lator y bodies in such ma tte rs except to pres ent evi­
dence of claimed discr imination  aga inst the Fed eral  G wernm ent as a user of 
such services. It  is felt  th at  any furth er  par ticipati on would constitu te a dilu ­
tion of respon sibility  between the  regulator y agency and GSA and would be pro­
ductiv e of w aste and d uplica tion of effort.” *

The  Natio nal Association  of Rai lroad and Uti litie s Commissions, on December 
1, 1960, passed a resolu tion reading in pa rt as follows: Therefore be it
“Reaolved, That the Natio nal Association of Rai lroa d and Util ities Com­

missioners  in annual convention assembled does hereby express its  conviction 
th at  GSA should limi t its part icip atio n in ra te  proceedings so as to bring  to 
the  atte ntion of the regu lato ry commissions any peculiar  needs of the Fede ral 
agency repres ented  by GSA and that  GSA should make only such stud ies and 
adduce such evidence as is necessary to assure  th at  a Fed eral  agency is not dis­
criminate d aga inst  in term s of quality , kind, or charg es for  service.”

Two specific examples  of cases which appe ar to illu str ate  claims of waste and 
dupl ication of effort att endant upon overzealous regu lato ry activity  on the pa rt 
of GSA were outlined  in a let ter  dated November 25, 1960, from A. J. Zimmer­
man, executive vice pres iden t of the Indep enden t Telephone Association of 
the Sta te of Washington, to the  Honorable  Fra nci s A. Pearson, chairman  of the 
Washington Public Service  Commission. In that  letter, a copy of which is at ­
tached  as exhibit A to this statement , Mr. Zimmerm an outlines the experience 
of tw’o independent companies with GSA peti tions fo r investigatio n of tarif fs 
covering services furn ishe d to the Air Defense Command in connection with 
its  sem iautom atic ground environm ent (o r SAGE)  program.

In the first case cited by Mr. Zimmerman, GSA filed a petition with the  Fed­
eral  Communications Commission requesting an investigatio n of tari ffs filed by 
Feninsula Telephone & Telegra ph Co., whereupon an investigatio n was und er­
taken in FCC Docket No. 13781. The Admin istrator of General Services filed 
a notice of inte nt to par tici pat e in the  proceedin g and the ma tter was set for 
hearin g. As the  let ter  relate s, Mr. Hull, pres iden t of Peninsula, pre par ato ry 
to the  hear ing took all of the data , records, and inform ation  in connection 
with  the tari ffs to Washington, and spent 2 days confe rring  with the FCC staff. 
Before  any  hearing  was held, Penin sula filed a “motion to dismiss proceed ing” 
which was vigorously  opposed by GSA. Nevertheless, the Fede ral Communica­
tions  Commission upon consideration of the  Peni nsula  motion, GSA’s opposi­
tion there to, and Peninsu la’s reply to GSA’s opposition, released an orde r on 
Febru ary  10, 1961, gra ntin g Peninsu la’s motion to dismiss and term inating  the 
proceeding. In th at  order the Commisison declared, among othe r th in gs :

’ Fo llo wing a le tt e r re sp on se  da ted Dee. 23. I9 60 , fro m th e GSA A dm in is tr at or . Ho n. 
F ra nklin  Fl oe te . th e re port  of th e ch am be r wa s br oa de ne d an d fu rt h e r do cu men ted In 
"A R ev ie w : Of th e Ge ne ra l Se rv ice s A dm in is tr at io n 's  P ra ct ic es  Be fore  th e Reg ulator y 
Ag encie s” Issued  In Feb ru ar y 1961.
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“Th at the questio ns raise d by GSA in its opposition to Pen insula’s motion to 
dismiss  concerning Pen insula’s allowan ce for cash  working capital, ‘oth er’ ex­
penses and inte res t expense  if resolved in favor of GSA would not result in any 
significa nt increa se in ra te  of return  or jus tify  a ra te  reduct ion, and th at  the  
questio n as to whether  Peni nsul a is actu ally perfo rmin g common carri er serv ­
ice is not meritori ous.”

After outlin ing a sim ilar exper ience rela ted by Mr. Milton Larson, manager  of 
Fa rm ers  Mutual Telephon e Co. Mr. Zimme rman’s let ter  concludes with  the 
following s ta temen t:

“If  th e GSA can, by filing a peti tion  for inves tigat ion before the  FCC or a sta te 
regu lator y agency, place the  burde n of proof upon a public uti lity  and requ ire 
th at  representati ves of those companies  spend the  time  and funds, so urgently  
needed to complete the semiauto mati c ground environment ( SAGE ) proje ct for 
nat ional defense purposes, to trav el across the Nation  spending  days to convince 
someone they were righ t in the first place, which has  to dat e been the end 
result, cert ainly is not in the  best intere st of our nat ion al secur ity. I feel sure 
th at  you will do everythin g you can to see this situ atio n corre cted. ”

There are  at  least  five independent agencies of the  Federal Government 
charged with the duty of regula ting  telephone, power, pipeline, rail roa d or other 
tran spo rta tion companies. Forty -eigh t out of the  fifty Sta tes have Sta te and 
local regu lator y bodies with  juri sdic tion  over in tra sta te  operation s of such 
uti lity and transp ortatio n ente rpris es. Surely it could not have been intended 
by the Congress to create in GSA st ill  ano ther regu lato ry agency whose functio n 
it would be to determ ine whethe r t he  o ther  agencies were doing the job for which 
they were express ly cre ated. A fa r be tter interp reta tion of the  grant of a uth orit y 
set fort h in section 201 (a ) (4 ) of the  Federal Prop erty  and Adm inis trat ive Serv­
ices Act of  1 949 is th at  contained in the  NARUC resolu tion as previous ly quoted.

Under a plan  advocated by Pre sident  Kennedy, presumably to be init iate d 
through Execu tive order, the re may be estab lishe d in the  near fut ure  a Pre si­
dential Office of Consumers Counsel. According to one newsp aper account, the 
Counsel would be backed by a staf f of law’yers and economists  and would repr e­
sent consumer inte res ts in proceedin gs before regu lator y agencies  as well as in 
the formulation of broad econondc policies.’ Should th at  Office be thus estab ­
lished, the continued wide scope of GSA acti vity  in regu lato ry proceedings  will 
not only dup licat e the work of exis ting  Federal, State , and local regulatory 
agencies, it will also duplica te func tions of the  proposed Pre sident ial Office of 
Consumers  Counsel.

USITA  sha res  the view expressed by NARUC th at  cer tain res tric ted  GSA 
litig atio n acti vities are  legit ima te and proper. USITA, however, believes the 
emerging regu lato ry activities of GSA go beyond p urposes which are  p roper  and 
which Congress intended in author izin g GSA to rep resent  Government agencies 
in regulat ory  proceedings and tha t, by doing so, GSA is act ing con trary to the 
public inte rest . USITA ’s position is set for th in a resol ution ada pted  by its 
board  of dire ctors in October 19(50. A copy of thi s resolution  is subm itted  with 
thi s sta tem ent  as exhibit  B, from which I quote the  following  pa ra gr ap h:

“Now, therefore, he it resolved hp the UJS. Indep endent Telephone Associa­
tion, Th at the executive officers of this associati on are  direc ted to request an 
opp ortunity  to app ear before the  Senate Appropriation s Commit tee and such 
othe r committees of Congress as may be concerned for  t he purpo se of s tat ing  th is 
asso ciati on’s firm conviction th at  GSA’s inte rven tion  in reg ula tory ma tters 
should be res tric ted  solely to the pre sen tati on of evidence of claimed disc rimi na­
tion again st the  Federal  Government as a user of service  and th at  any fu rth er 
or add itional par ticipat ion  con stitutes dilu tion  of respon sibil ity, unw arrant ed 
waste, and d uplic ation  of effor t.”

It is hoped th at  thi s committe e will take a hard look at GSA litig atio n acti v­
ities in transp ort ation, telephone, and  oth er public regu lato ry proceedings. If  
you gentlemen find, as we believe you will, th at  these  act ivit ies go beyond pres ­
enta tion  of evidence of claimed discrim inat ion aga ins t the Fed eral  Government 
as a user  of such service, then  USITA resp ectf ully  urges  this committee to so 
limit  GSA’s appropriat ion as to ass ure  th at  it will keep its  operatio ns in these  
regu lato ry area s w ithin proper bounds.

On behalf of the  indep enden t telephone ind ustry, I tha nk  you for  this oppor­
tun ity  to pres ent our views on t his  important subject.

’ Th e W as hi ng to n Post  an d Times H er al d  ne w sp ap er , iss ue  of  Mar . 24,  196 1.
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Exhibit A
November 25, 1960.

Hon. Francis A. P earson,
Chairman, Washington Public Service Commission,
Olympia, Wash.

Dear Mr. Pearson : Pu rsu an t to our recent conversation concerning the Gen­
eral Services Administ ration and its par ticipation in various  ma tters of regu­
lated utili ties before the Federa l and certain Sta te regulatory  bodies, a review 
of the  independent telephone companies par tici pat ing  in the semiautomatic 
ground environment (SAGE) program of the  Air  Defense Command produces 
the  following information.

PE N IN SU L A  TELEPHON E & TELE GRA PH CO.

Mr. Maurice R. Hull, president,  advised that  af te r filing tari ffs with  the Fed ­
eral Communications Commission through the  American Telephone & Telegraph 
Co., covering the services furn ished to the Air Defense  Command through fac ili­
ties located in his area , noth ing was heard from the FCC unt il September 23, 
1960, when, af ter  a peti tion had been filed by the  United Sta tes of America 
through its Adm inist rator of General  Services requ estin g an investigat ion of the 
rates set for th in the tarif fs, an order was issued in docket No. 13781 through 
which the  FCC under took an investigat ion to dete rmin e the  lawfu lness  and 
reasonab leness of cer tain  tar iff  schedules in connection with  the  semiautomatic 
ground environment (SAGE) system o f the U.S. Air Force.

Accompanying the  order in docket No. 13781 was a notice of intent to partici­
pate  filed by Frankl in Floete, Adm inist rator of General Services, toge ther  with  
a certificate of service served to the Peninsula  Telephone & Telegraph Co., the 
American Telephone & Telegraph Co., and the  Fed era l Communications Com­
mission.

Mr. Hull sta ted  that  l ater  the matter was set for hearing  on November 7, 1960, 
and that  dur ing the  middle of October he took all of the data, records , and in­
formation in connection with  the tari ffs that  had been filed fo r this  service and 
spent 2 days  in the  FCC offices in Washington, D.C., and at  the close of the 
conference, af ter they had reviewed all of the information, it  w as indicated that  
the tar iffs  and rat es were reasonable and fai r, and that  there would be no need 
to f ur ther  investigate the  matter. Mr. Hull sta ted  t ha t he is convinced t ha t had 
the General Services Adm inist ration’s petit ion not  been filed with  the  Federal  
Communicat ions Commission, i t would not have been necessary for  him to spend 
the time and money to go to Washington, D.C., af ter  which everything was 
found in order.

Mr. Hull sta ted  th at  the General Services Administ ration has  two rep resenta­
tives stationed  at  the  Air Defense Command Hea dqua rters , Colorado Springs, 
Colo., checking all tar iffs  that  are  received by Air Defense Command in connec­
tion with the communica tion services autho riti es issued by Air Defense  Com­
mand.

FARMER S MUT UA L TE LE PH ON E CO.

Mr. Milton Larson, manager, advised that  he likewise voluntar ily filed with 
the Federal  Communicat ions Commission tar iffs  covering the charges on the 
services given under the semiautom atic ground environment (SAGE) program 
through the  American Telephone & Telegraph Co., to become effective on or about  
August 8, 1960, and tha t about Jul y 28, 1960, the Adm inist rator for the General 
Services filed a petition for investigat ion which alleged that  the  charg es made 
for the various equipment  and services were unreasonable and unfair , and that  
subsequently there to, he received a telephone call from a staff  member of the 
FCC requesting addi tiona l cost information in connection with  the installatio n 
and opera tion of the various equipment and services rendered, which was sup­
plied to the FCC on September 27,1960, and tha t since tha t time no furth er  com­
munications have been received from the FCC.

Mr. Larson stated tha t in his opinion the tari ffs filed with the  FCC were rea­
sonable and fai r, and that  considerable costs have  been incurre d as the  resu lt 
of making the tari ff filings. To date no hear ing has  been set  by the  Federal 
Communications Commission on the  tar iffs  filed by the Far mers Mutual Tele­
phone Co. It  is therefore presumed th at  the information furn ishe d was sat is­
factory.

I desire  to point out that  the physical  faci litie s of  both Peninsu la Telephone & 
Telegraph Co. and Farmers Mutual Telephone Co. are  solely in tra sta te  in char-
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acte r and that  they in tur n connect with the Pacific Telephone & Telegraph Co. which car ries the  communications  to the direc tional center or beyond. As I am advised, nei ther  of the companies conforms to the FCC’s definition of ‘‘common carrie r.”

There may be one or more othe r independent telephone companies that  are  par ticipat ing  in the SAGE program which may become involved with  the  FCC and the GSA.
I feel that  we are  agreed  th at  the Federal Communications Commission and the Washington Public Service Commission hav e not only the right but the  duty to ascerta in the  fai rne ss and reasonableness of any ra te  o r charge for  inter sta te or in tra sta te  telephone communications service with in the ir respective ju ri s­dictions. However, for another  Government  agency to assume the responsibi lity of determin ing the  fa irne ss or reasonableness  o f a given ra te for telephone serv­ice by sta tis tical comparison of filed tarif fs of other companies withou t a work­ing knowledge of the  telephone buuiness or specific information concern ing con­struction costs and  maintenance problems involved in the remote mountainous areas where ins tall atio ns of the SAGS program are  taking place definite ly ap­pears to be out of order.
If  the GSA can, by filing a petition for investigation before the  FCC or a Sta te regula tory  agency, place the burden of proof upon a public ut ili ty and requ ire that  represe ntat ives  of these companies spend the time and funds , so urgently  needed to complete the semiautomatic ground environment (SAGE) project for nat ional defense purposes, to trav el across the  N ation spending days to convince someone they were right in the first place, which has  to date been the  end resu lt, cert ainly  is not in the best inte res t of our nat ional secu rity.  I feel sure  th at  you will do everything you can to see th is situ ation corrected.I tru st thi s i s the information that  you desire  in this matter .Sincerely,

A. J. Z immerman, 
Exe cut ive  Vice President.

Exhibit B
A Resolution Adopted by the B oard of Directors of the  United StatesIndependent Telephone Association in Chicago, on October 12, 1960

Whereas there  is a growing conflict over the app rop ria te roles for Sta te and Federal  regu lato ry agencies and the  General Services Adm inist ration in the regu lation of ca rrie rs and ut il it ie s; and
Whereas there are  Sta te and Federal  regu latory agencies vested with broad powers to  regu late  essent ial tran spo rtat ion  and u tili ty services so as to assure the people of the United Sta tes safe  and adequate service at  reasonable  cost ; andWhereas the activities of GSA, when regu lato ry in effect, are a wasteful du­plicat ion of the work of Sta te and Federal regu lato ry agencies;  and
Whereas the ever-increasing regu latory activities of the GSA raise issues of vita l significance not only to affected carriers  and util itie s but  also to the public, legislative  bodies, and Sta te and Federal regu lato ry age ncies; and
Whereas the Senate Appropria tions  Committee stat ed in its report on the ap­prop riation for GSA for fiscal 1961, as follo ws:
“The committee has noted with concern the  constan t increase in budget re­quests of the transp ortation and public uti litie s services of the  General  Services Administra tion. This  increased budget, along with allegations that  this work duplicates  th at  of the regu lato ry agencies, concerns the committee. Accord­ingly, the  committee  looks to the General  Services Adm inist ration to carefully  reappraise this  function and the committee will plan  to explore the  m att er more fully between now and the next budget period.”
Whereas unless  regulate d car riers and util itie s acq uaint the  Senate Appro­pria tions Committee  with all the fact s concerning GSA’s activ ities,  GSA may emerge as a furth er and addit ional  level of regula tion: Now, therefore, be itResolved by the United States Independent Telephone Association, That the  executive officers of this association- ar e directed to request an opportuni ty to ap­pear before the  Senate Appropriations Committee and such othe r committees of Congress as may be concerned for the purpose of sta ting this  association’s firm conviction th at  GSA’s intervention  in regulatory  matter s should be res tric ted  solely to the presenta tion  of evidence of claimed discr imination  aga inst the Fed-
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era l Government as a u ser  of service  and  t ha t a ny f ur the r or add itio nal  p art icipa­
tion constitu tes dilution of respon sibility , unw arra nted was te and dupli cation 
of ef fo rt; be i t f ur ther

Resolved, Th at  copies of thi s resolution be sent to the  members of the  Senate  
and House Appro priat ions Committees and to members of the  E xecu tive Commit­
tee of the  N atio nal Association of Rai lroa d and Util ities Commissioners .

Ans Transport Association of  America,
Washington, D.C., J un e 28,196 1.

Hon. Warren G. Magnuson,
Chairm an, Subcommittee on Independent Offices, Committee on Appropriat ions, 

U.S. Senate,  Washington, D.C.
Dear Mr. Chairman : In connection with  the budget requ ests  of the  General 

Services Administ ration, your  committee may be interested in the  position  of 
the board  of directors of the  Air Transpo rt Associa tion on thi s subject. At 
the  Jun e 29, 1960, meeting of the  board, the  d irect ors ins tructe d the  association 
to supp ort the progr am and policy of the  U.S. Chamber of Commerce on this 
subje ct as contained in a let ter  from the chamber to you, dated May 20, 1960, 
tlie atta che d portio n of which was before the board  of dire ctor s at  th at  time. 
The dire ctor s also recommended th at  the  Tra nsp ortatio n Association of Amer­
ica, of which our board  constitu tes the  a ir tra nsp ort  panel, supp ort this program,

In this connection, I would like to review briefly a recent example of GSA’s 
regula tory  activ ities . The CAB’s genera l inves tigat ion of the  level of pas­
senger  far es of the Nati on’s domest ic trun kline ai r ca rri ers  illust rat es not only 
the  extr eme positio ns which GSA take s in regu lato ry proceedings,  but it also 
shows th at  the overa ll regu lato ry polices which GSA urges  are con trar y to 
nat ional policies as declar ed by Congress. (Genera l Pas senger  Fa re  Inv esti ­
gation , Docket 8008 et al. )

GSA, unlike any othe r pa rty  to the  proceedings, opposed any fare  increase. 
It  sta ted  that  its  inte res t was “confined to the effect the  proceeding would 
have  upon the subs tant ial bills paid  by the Fede ral Govern ment to airl ines for 
passenge r tran spo rta tion.” In taking this  position, GSA ignored the  fact  
th at  although each 1-percent  incre ase in ai r far es would cost civilian agencies 
of the  Government $130,000 per  year,  it would also have netted the  Federal 
Government as much ns $975,00 0 increa sed excise tax es on fare s, $5,400,000 in­
creased income taxe s from the  airlin es, and a reduction  of $330,000  in subsidy 
paym ents to local service airlin es.

Aside from the fac t th at  GSA’s opposition to the  desp erat ely needed increases 
would seem to conflict with nationa l policy to fos ter  sound economic conditions 
in the  industry,  the  record  did not suppor t GSA on two of its  oth er arguments. 
First , it  was found th at  the re was  no supp ort for  GSA’s claim th at  the car rier s 
could obtain  the necess ary added revenues  by a gre ate r sh ift  to coach service 
and second, it was held th at  to deny the car rie rs cer tain  benefits avail able  in 
connection with Federal-a ccelerate d tax  depre ciation would be con trar y to 
the  c lear  in ten t of Congress.

We thou ght thi s migh t be of intere st to you and the  members of your  com­
mittee . and I hope you find th at  a stat eme nt of our position may be made a 
pa rt of the record  of your  hearin gs on this subject.

Sincerely,
L eo Seybold, Vice Presi dent , Fed eral  Affairs.

Exhibit  B

Chamber of Commerce of the  United  States,
May 20 ,196 0.

Hon. W arren G. Magnuson,
Chairman, Subcommittee on Indep endent Offices and  General Government  Mat­

ters, Sena te Appropriations Committee, Washington, D.C.
Dear Senator Magnuson :
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Under the  In ters ta te  Commerce Act, the  Feder al Aviat ion Act, and the  Fed ­eral Communications Act, Congress lias esta blished public agencies charg ed with  the responsibi lity of regulat ing the public  uti lit ies  involved in order to in­sur e th at  the  users of thes e services receive fa ir  and equal trea tme nt. Rate and  service proposals are carefully scru tinized  by the  app rop ria te agency to accomplish this object ive and proce dures  ar e ava ilab le whereb y an inte rested party  can secure a public hea rin g in the  event  he feels his rights  have been harm ed.
Since 1957, the General Services Adm inis trat ion thro ugh  its  Tra nsp orta tion  and Public  Ut ilitie s Section has par tic ipa ted  in such cases, on an increa sed scale, asse rted ly to prot ect the int ere sts  of the  Fed era l Gover nment  as a user of these  services. Its  rep rese ntat ives  have  appe ared  in proceed ings conducted  by the In ters ta te  Commerce Commission, the  Fed era l Comm unicat ions Commission, and the Civil Aeronautic s Board, and many Sta te reg ula tor y commissions.This  General Services Adm inist ratio n act ivit y stems from the  law which created  the  agency, charging them with the  followin g res po nsi bil ity :“With respe ct to tra nsp ort ati on  and oth er public uti lit y services for  the  use of executive agencies, rep resent  such agencies  in negotia tion s with car rie rs and other public uti liti es and in proceedi ngs involving carri ers or oth er public uti liti es before  Fede ral and Sta te regula tory  bodies.” (Fed eral Pro per ty and Admin istrativ e Services Act, 1949, 2 01 (a ).  40 U.S.C. 4 8 1 (a )) .A logical construction of thi s law w’ould seem to be th at  GSA would function much as an ind ust ria l traffic manag er in ind ust ry and partic ipa te in these  pro­ceedings to p rote ct the int ere sts  of the Gover nment  as a  us er of  these services. In actual  practice, however, GSA has  gone much beyond this. It  has  presumed  to act as judge and jur y over fund ame ntal  policy questio ns which historic ally  and properly are  in the  province  of the  regula tory  agency conducting  the  hear ing. GSA rep rese ntat ives  have gone deeply into  such questions as prop er ra te s of re­turn—the cost of capit al to the uti lit y—th e reason ablen ess of company re tir e­ment. progra ms, and other issue s fa r removed from the  question of whether the Govern ment is being d iscriminated  a gai nst  as a u ser  of these services.GSA implementation  of thi s policy not only res ult s in the  individu al public uti lity  company being subje cted to repe ated  requ ests  for  basic  data, much of which is extre mely  comprehensive and detai led, but  the  exh ibit s th at  are pre­pared  by GSA largely duplicat e the work of the  regulat ory  agency. The time consumed by th ei r represe ntat ions in the hea rin g con trib ute  ma ter ial ly to the  inor dinate length of time requ ired  to decide these  im portant ma tter s.The Natio nal Association  of Rai lroa d and Uti litie s Commissioners as well as vari ous  Sta te commissions have sha rply  opposed GSA’s interventio n in reg ula­tory  proceedin gs unless part icip atio n is limite d to specific needs  of the  Govern­ment or to assure  that  the Government is not disc rim inat ed aga ins t in term s of quali ty, kind, or charg es for a service. GSA’s curre nt acti vities have  been de­scribed  by these Sta te commissions ns “wasteful dupl icati on.” “freq uen tly pro­longing proceedin gs,” “incre asing  costs  of proceed ings.” “usu rpin g fu ncti ons  prop­erly  belonging to the  Sta tes, ” “impugning the competency and int egr ity  of the  Government regulat ory  commissions,” “dup lica ting  the app ropriat ion of ta x­pay ers’ funds,” an d e xhib iting  “no concern for  the  financial soundne ss of uti liti es. ”It  has app arently  been a policy of GSA to present an att itu de  of general op­position  to any ra te  incre ase regardless of its mer its. The ant ago nis tic posi­tion assumed has  been in deroga tion of Sta te and Fed era l legislative policy de­signed to allow the  regulated  industr ies ra te  incre ases  necessary  to cover added costs of operat ion and to preserve the  financial int egr ity  of such ind ust ries so th at  they may p rope rly s erve the  public.

To remedy thi s situ atio n full y may ulti ma tely req uir e modification of the  basic  law which auth orized GSA par tici pat ion  in thes e proceedings. Mean­while. however, the  appropriat ion requested in the  1961 fiscal budget  by the  Tra nsp orta tion  and Public Uti litie s Section of GSA if cut  back $1,090,000 will allow them to prop erly  pro tect the  i nte res ts of the Governm ent as a ship per but  will cur tai l its  duplica ting  regula tory  activ ity.
* * * * * * *  Cordia lly yours,

Clarenc e R. Mn.Es. 
Manager, Legislative Departments
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Santa Fe, N. M ex., Jun e 14, 1961.
Hon. Clinton P. Anderson,
Washington, D.C.:

In connection with  the Senat e Appropriation s Subcommittee on Indep enden t 
Offices re gard ing the ir review of the GSA budget request, we urge th at  you take 
action to keep GSA out of ma tters of regula tion in accord ance with  resolut ions 
adopted by the NARUC a t the ir ann ual  convention in Las Vegas on December 1, 
1960.

J ohn B lock , Jr.,
Chair man, New Mexico S tat e Corp orati on Commission.

Quilcene, Wash ., Jun e IS, 1961.
Senator  Warren G. M agnuson,
Senate Office Building , Washington, D.C.:

Appreciate deeply your efforts in our behal f for REA loan in Quilcene area . 
We u nde rsta nd your subcomm ittee is prese ntly considering GSA appropriation s. 
Would like to express  our opposition to the GSA interf ering with  regu lator y 
ma tte rs as you recall  GSA insti gated a case aga ins t our company in rega rd to 
SAGE rates this  case was dismissed by FCC who found rat es just and rea son abl e; 
ano ther insta nce of was te both to Government and our company. Your timely 
action to cut  GSA fund s for the  duplic ate ma tters th at  are  already handled by 
the  FCC and Sta te commissions would be apprecia ted.

M aurice R. Hull,
Pres iden t, Peni nsul a Telephone & Telegra ph Co.

Committee Recess

Se na tor  Magnuson. We  will recess un til  10 o’clock Monday  m orn ing  
to hear  th e Ve ter ans’ Adm ini stration .

(Wher eup on, at 5 :55 p.m., Fr iday , Ju ne  23, 1961, the subcomm ittee  
recessed, to reconvene Monday, Ju ne  26, 1961, at 10 a.m.)
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MONDAY, JU NE 26, 1961

U.S . Sen at e,
S ubcom mittee  of  th e Com mittee  on A ppr opria tio ns ,

W as hi ng to n,  D .C.
The su bc om mittee  met a t 10 a.m ., purs uan t to  re cess , in roo m F-3 7,  

U .S . Cap ito l, Hon . W arr en  G. M ag nu so n (c ha irm an ) pr es id in g.
P re se nt:  Sen at or s Mag nu son,  You ng , A llo tt , an d Scho eppe l. 

V E T E R A N S ’ A D M IN IS T R A T IO N

STATEMENTS OE J. S. GLEASON, JR., ADMINISTRATOR; W. J.
DRIVER, DEPUTY ADMINISTRATOR; A. H. MONK, ASSOCIATE
DEPUTY ADMINISTRATOR; DR. W. S. MIDDLETON, CHIEF MEDI­
CAL DIRECTOR; J. D. BAKER, CONTROLLER, DEPARTMENT OF
MEDICINE AND SURGERY; AND P. N. BROWNSTEIN, CHIE F BENE­
FIT S DIRECTOR, DEPARTMENT OF VETERANS’ BENEFITS

Budget Estimate

Sen at or  M agnuson. The  co mm itte e will  come to  ord er .
W e h av e the  Vet er an s’ Ad m in is trat io n.
F o r th e pu rp os e of  th e reco rd , 1961 ap pro pri at io ns we re 

$5,424,198,000, th e Jan u a ry  bu dg et  wa s $4,949,846,000, th e am en de d 
bu dg et  wa s $4,924 ,846,000 , an d th e Hou se  al lowe d $4,884,571,000, 
which  is $539,627,000 less th an  th e 1961 ap pr op ri at io ns , an d 
$40,275,000 less  th an  th e 1962 am en de d es tim ate s.

A nd we wi ll p u t your le tt er  to  us  in  th e re co rd  in  fu ll , an d th e 
su m m ary from  yo ur  ju sti fic at ions .

(T he l et te r a nd  in fo rm at io n re fe rr ed  to  fo ll ow :)
Veterans’ Administration,

June IS, 1961.
Hon. Warren G. Magnuson,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 

Bill for 1962, U.S. Senate, Washington, D.C.
Dear Senator Magnuson : Confirming verbal info rmation furnishe d Mr. Cooper 

of your staff, I recommend the  following changes in the  independent offices ap pro­
priatio n bill for  1962:

(a) Page  34, line  10: Change the  amount for  “Gene ral Operating  Expenses” 
from “$161,500,000” to “$162,046,000”.

This would restore  the $546,000 reduct ion from our reques t contemplated by 
the  bill. We face a serious  fund ing problem in adminis tering both the  benefits 
and the  insurance  programs in fiscal year 1962, due to unantic ipa ted  increases 
in loan guara ntee workloads and auto mat ic data-processing conversion delays. 
The proposed decrease would fu rth er  aggrava te this  problem by requ iring  a 
reduction  of  approximately 85 positions in our planned employment.

1059
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(ft) Page 34, line 24: Change the amount for “Medical Administration  and 
Miscellaneous Operating Ex cu se s” from “$40,700,000” to “$42,053,000”.

This would restore the proposed reduction of $1,353,000 from our request for 
activities, other than medical research, financed from this appropriation . The 
amount included in the bill would deprive our extensive medical care program 
of needed executive direction, education a nd trainin g assistance, and a dmin istra­
tive support.

(c ) Page 38, lines 5 and 6: Delete the phrase “but not to exceed $120,624,000” 
from th e language proposed fo r the “Loan Guaranty Revolving Fund”.

Expenditures from this fund are principally for loan guarantee claims and 
property acquisitions, and are not subject to administr ative control. The lim ita­
tion proposed in the bill might result in a si tuation in which we could not honor 
our legal obligations to pay claims on defaulted guaranteed or insured housing 
loans to veterans. It  is strongly recommended tha t i t be deleted.

We are not appealing the reductions in “Compensation and pensions” and 
“Readjustment  benefits” recommended by the House. Pending legislation, if 
enacted, will require supplemental appropriations in both of these areas. We 
will include any additional fund requirements in these supplemental requests.

I am looking forward to discussing these and other a reas  of VA intere st with 
you and the members of your committee during our appropria tion hearings 
scheduled fo r 10 a.m., Friday, June 23, 1961.

Sincerely,
J. S. G le aso n, Jr., Administrator.
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P repared  Stateme nt

Senator Magnuson. I believe you have a short statement you would 
like to make, Mr. Gleason.

Mr. Gleason. I have a statement.
Would you like me to submit it for the record ?
Senator Magnuson. You may submit it, if you will, and highl ight it.
(The statement referred to fol lows:)

Honorable Chai rman  and gentlemen of the  committee, I am pleased  to be 
here today to discuss  with you the fiscal year 1962 app ropriat ion requi rements 
of th e Vetera ns Adm inistration.

Our ini tial  budget submission to the  Congress requested app ropriat ions tota l­
ing $4,949,846,000. This estimate was amended by a reduc tion of $25,000,000  
to $4,924,846,000 in March (H.  Doc. No. 12 9) . The House, in H.R. 7445, fu r­
the r reduced our  amended request by a  net  tota l of $40,275 ,000 to $4,884,571,000. 
The changes made by the House a re  as  fol low s:

App ropri ation  (or progra m)

General operati ng expenses__________________ _____
Medica l adm nis tra tion and  miscellaneous oper ating

expenses (excluding medical r esea rch)................ . ..........
Medical re search ____________ ________ ___________
Medical care (excluding m edical rese arch).......................
Comp ensat ion and pensions_______________________
Re adjustm ent  benefits___________________________
Veterans’ insurance a nd ind em nit ies .................................
Grants to the  Repu blic of the  Philip pin es......... . ............
Cons truc tion  of I I & D F .....................................................

To tal , VA ................................... . ..............................

Req uest Recommended 
in H.R . 7445

Adjustm ent

$162,046,000

15,053,000 
22,000 ,000 

987,171,000  
3,543 ,000,0 00 

80,376,000 
39,200 ,000 

1.000.000 
75,000,00 0

$161,500,000

13,700 ,000 
27,000 ,000 

987,171 ,000 
3,500.000,000 

80,000,000  
39,200,000  

1,000,000 
75,000 ,000

-$5 46, 000

-1 ,35 3,0 00
+5, 000 ,000

-43 ,00 0,0 00
-37 6,0 00

4,924, 846,000 4,884 ,571 ,000 -40 ,27 5,0 00

We requ est rest ora tion  of the  reductions of $540,000  in gene ral operat ing 
expenses and $1,353,000  in medical adm inis trat ion and  miscellaneous opera ting 
expenses.

GENERAL OPERATING EXPENSES

The reduc tion of $546,000 proposed by the House compounds a serious situ a­
tion now facing  us. A sub sta ntial upsurge  in our  loan -gua ranty  workloads and 
unavo idable  delays  in conversion to auto mat ic da ta processing have creat ed 
additional fund  requirements of approxima tely $2 million which were not con­
template d at  the time of preparatio n of our budget submission. To provide for 
these needs within our appr opriation request will req uire  drastic ally  reduced 
allowances for  equipment, employee travel , and  oth er nonpersonal  service costs. 
This will mean a cont inua tion  of the stri nge nt controls exercised durin g the 
curre nt yea r because of insufficient funds, and  will involve the furth er  def erra l 
of many e ssent ial needs.

To meet the House reduc tion, planne d employment would have to be reduced 
by appro ximately 85 positions. Since most programs  funde d from this appro­
pria tion  are alre ady  proje cted on a rapid ly declining trend , the  ma jor  pa rt  of 
this  reduct ion would be applied to o ur chief attorn ey acti vity  in the field. Work­
loads in this  program have been increa sing cons tantly during the cur ren t fiscal 
yea r due to the effects of the Veterans’ pension law, and  it is expected that  this 
tren d will contin ue a t an accele rated rat e throu gh fiscal year 1962. As a  result  
it can reaso nably  be expected th at  legal services to needy beneficiaries will have 
to be curt ailed , and that  backlogs will accu mulate in claims investigations, tor t 
claim processing, lega lity determin ation s on investments , and legal service s and 
opinions for loan g uaran ty and othe r programs.

In consi derat ion of thes e conditions it  is urgently  requested th at  the $546,000  
reduc tion proposed by the  House  be resto red.
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MED ICAL AD MINISTR AT IO N AN D MIS CELLANEOUS OPERATING EX PE NS ES  (EXC LU DIN G 
MEDICAL RE SEAR CH )

Our requ est of $15,053, 000 was reduced $1,353,000 by the House. Pull res tor a­
tion is requested in ord er th at  we may provide proper adm inis trat ion and supe r­
vision of 172 hospi tals, 01 out pati ent clinics, 18 domicili aries, and an education 
and tra ining progr am essen tial to mai ntain ing the qual ity of medical care to 
eligible veter ans.

The scope of our medical care  program is incre asin g each year. More p atie nts  
are  being trea ted,  and  the quality of trea tment  and  care is cons tantly being im­
proved. In  supp ort of this  expand ing program we must p rovide more and  b etter 
adm inis trat ion  and supervision.

The reduct ion proposed by the House would not only preclu de the increa sed 
staff  required  f or thi s purpose, but  would  r esu lt in a reduct ion in present on-duty 
personnel. It  is requested that  the reduc tion be resto red in full.

Our request in this appropria tion included an increase of $250,00 0 for  the 
medical education  and trai nin g program . The  House action elim inate d this 
increase . Only through this  program are  we able to keep the staffs  of our hospi­
tals  and clinics abr eas t of the rapidly increasin g advances in the field of medi­
cal care. Toge ther with  the research program , it is the foundatio n upon which 
res ts our efforts  to improve and mainta in the quali ty of care  provided veteran 
patients .

It  i s urgently  requested th at  th e $1,353,000  reduct ion by the  H ouse be r estored.

MEDICAL RESEAR CH

H.R. 7445 auth orizes $27 million for the  medical rese arch  progra m. This  is 
$5 million more than  the $22 million recommended in the fiscal y ear  1062 bud get  
The budget request of $22 million represente d an incre ase of $500,00 0 over the 
amou nt available for fiscal yea r 1961. This  req ues t as conta ined in the Pre si­
den t’s bu dg et reflected the judg men t of the Pre side nt as to the  needs of the 
Vete rans ’ Adm inist ratio n in an overall balanced  medical researc h progra m for 
the ent ire  Government.

MEDIC AL CARE

The House approved our  request of $987,171,000 for  medical care  (exclu sive 
of medical res earch ). This  requ est is $33,931,000 over the  curre nt yea r level: 
$30,873 ,000 for imp atient care and $3,058,000  for out pat ien t services.

These  requeste d increases will perm it us to—
(1 ) Provid e hosp ital care and trea tment  for  629 more pat ien ts each day 

of fiscal yea r 1962 tha n in the cur ren t fiscal year;
(2 ) Continue to improve staffing ratios by augm entin g our hosp ital staffs 

concerned with the  dire ct car e of pat ient s; and
(3 ) Accommodate the increasi ng medical  workload in our outpat ien t 

clinics.
BE NE FIT PA YM EN TS

The appr opria tion requests for  “Compensation and pension s” and “Rea djust­
ment  benefits” were reduced $43 million an d $376,000, respectively, by the House. 
Paym ents from these appr opriations  are  for dire ct benefits autho rized  by law, 
and are  not subje ct to adm inis trat ive  control. The Congress has  always re­
sponded promptly to requ ests for funds  to pay these  benefits if appr opriations  
are  not sufficient to cover the  needs. Therefore, the  reduction s proposed by the 
House are not protested.

Pending legislation  in the  compensation and pension  area s, and incre ased 
demands on the "Readju stment benefits” app ropriat ion due to increas ed activi ty 
in the payment of loan gua ran ty claims, will undou btedly  requ ire supplemental 
reque sts for fiscal yea r 1962. Therefore we will present our needs to the 
Congress for thes e purposes  in supple mental requ ests  when the more accu rate  
needs are definitely establis hed.

LOA N GUARANTY REVOLVING FU ND

The House bill include s language  which limi ts the  amou nt th at  may be applied 
to loan gu ara nty  operation s financed from the  fund  to $120,624,000.

It  now app ears th at  this amount is not sufficient to meet the needs of the 
fund  in fiscal year  1962. Claims on defaulte d guaranteed  housing loans to vet­
era ns have increased subs tant ially in recen t months, and fu rth er increa ses are
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expected. If  the  limi tation proposed by the  House is susta ined, we would be 
precluded from honoring our legal obligation to pay these  claims to the  extent 
that  they exceed $120,624,000.

Since these expenditures are  not subject to a dminis trat ive  control, it  is st rongly 
recommended that  the limi tation language  proposed by the  House be deleted.

CONSTRUCTION

The fiscal year 1962 “Cons truction” appropriation  requ est is in the continuing 
amount of $75 million. This  represe nts our second-year requ irem ents  und er 
the  12-year, $900 million moderniza tion and replacement program.

Funds are included for cons tructing replacement hospita ls to be located at  
Charleston,  S.C., and Wood, Wis. ; planning funds  for  other replacements to 
be located in A tlanta, Ga., and in the Los Angeles, Calif., ar ea ; 17 moderniza tion 
pr ojec ts; and planning and cons truct ion funds for 34 o the r projects.

Our construction requirements are  directed prim arily to the improvement of 
those  h ospi tals of our system which were built  before  World War II. This up­
dat ing  of our faciliti es is vita lly essential  to provide the  necessary care and 
tre atm en t of veterans.

The House bill includes a general provision preclu ding use  of appropriated 
funds for  fallo ut protect ion in new construction. This is inconsis tent with the  
policy of the  President , calling for the Federal Government to take the  lead 
in demonst rating the importance of an adequa te protec tion policy for our 
civi lian population in these times of inte rna tion al crisis.  We recommend th at  
th is provision be deleted.

Each of our appropr iation requests are  fu rth er  explained and justi fied in 
the materia l we have furn ished you. We are here to supply any addi tional 
information which you may desire.

R eductions by H ouse

Mr. Gleason. Th e im po rta nt  th in g fo r us, Mr.  Ch airma n, is in 
the gen era l op erat ing expenses ap pr op riat ion—t he reduct ion  of 
$546,000 proposed by the House. We  believe th is  compounds a se­
riou s situa tion which is now fac ing  us , due  p rin cipa lly  to the upsurge  
in ou r loan gu aran ty  workloads  and  unavoid abl e delays  in  conversio n 
to  au tom atic d at a p rocessing .

I t  has  cre ated addit ion al fund  req uir ement s of  approx im ate ly $2 
mil lion  which were  no t con tem pla ted  a t the  tim e of  the prep arat ion 
of  ou r budget submission.

The medical admi nis tra tio n an d miscellaneo us op erat ing expenses 
ap prop ria tio n reques t of  $15,053,000 was reduced $1,353,000 by the 
House, e xcluding  med ical  research.

Se na tor  Allott. So th at  I  un de rs tand  thi s, the  red uction of  
$546,000 was pr im ar ily  fo r wh at,  now,  because of  the  slow ing  down 
of  your  da ta  processing mach ines  ?

LOAN GUARANTY ACTIVITIES

Mr.  Gleason. We  hav e experie nced delays in ou r convers ion to 
au tom ati c da ta  proce ssing , sir , and in addit ion  there is a continuing  
upsurge  in our  loan  gua ranty a ctivity.

Se na tor Allott. Can you give us th e figures  on th at?
Mr. Gleason. Yes, si r;  we hav e the wor kload figures here.
Mr. Brownstein . Ou r ap praisa l request has increased  abo ut 50 

perce nt,  Senato r, in  our  loan gua rant y a ctivity.
In  ad dit ion , ou r pr op er ty  acquisi tion s have gone  up  abou t 20 pe r­

cent ov er o ur  estima te of la st year .
Se na tor Magnuson. T o be specific, on page 34, line  10 of  the  bill , 

yo ur  sugges tion is th at  we cha nge  from  general  op erat ing expenses 
of  $161,500,000 to $162,046,000, or  an increase  of  $546,000?
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Mr. B rownstein. Tha t is correct.
Senator Magnuson. Which was cut out of the bill.
And part of tha t is due to the anticipated greater activity  in the loan guaranty  program. And then you say you have some automatic data processing conversion delays, and the decrease would be furt her aggravated unless you had these 85 positions?
Mr. B rownstein. That is correct, sir.
Senator Magnuson. That is in the field o f loan guarantees, legal determination o f the investments, and claims investigations—it all gets into the loan guarantees , and most of th is is housing;  is tha t correct?Mr. B rownstein. Tha t is correct, sir.
Senator Allott. For the  record, you ju st made the s tatement about the increase in acquisitions. Could you give us some figures on tha t?

PROPER TIES ACQUIRED

Mr. B rownstein. Yes, sir. We estimate we will acquire about 14,000 properties this  year.
Senator  Allott. How does that  compare with last  year?
Mr. B rownstein. It  is about a 20-percent increase.
Senator  Allott. Twenty percent over last year.
Now, how are your dispositions of these properties going?Mr. B rownstein. Our sales have slowed down. We have on handnow about 10,500 properties.

LOSS RATIO

Senator  Allott. And how is your loss ratio going on these proper­ties?
Mr. B rownstein. Well, our loss rat io is still very good. We take  into account all of the repayments that have been made on the sale of acquired properties. We sell them on terms and then we collect payments. When we take those payments into account, the  interest income, the deficiencies tha t we collect from the defau lting original mortgagor, all of these things  considered, our loss ratio  is about 0.03 of 1 percent  of the original principa l amount of our guaranteed and in­sured home loans.
Senator Allott. It  is still extremely low ?
Mr. B rownstein. Yes, sir.
Senator Magnuson. You refinance some of them, too ?
Mr. B rownstein. We take  back mortgages when we sell the proper­ties, Mr. Chairman.
Senator Magnuson. And tha t is quite difficult, because you have different rates at different times?
Mr. B rownstein. Well, on the sale of our acquired properties, of course, we have no maximum interest rate. And what we do there is sell at the preva iling interest ra te in the area.
Senator  Magnuson. You have a supplemental for this work; do you not?
Mr. B rownstein. No, sir; not on the increased activity in prop­erty management.
Senator Magnuson. You remember, we had some testimony on this up a t the  supplemental.
Mr. Gleason. Tha t is correct, sir.
Senator Magnuson. And all this is included in there ?
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Mr. G leason. Yes, si r;  in g ene ral  o pe ratin g expenses.
Se na tor  M agnuson. Tha t is gen era l op erat ing expenses.
Now, th is amoun t of  money is  covered, too, by w ha t you tak e back in, 

is i t n ot, in some cases?
Mr. Gleason. Income from the sale or  renta l of  a cquired pro per ties 

will  go into a revolv ing  fun d. Bu t, you  see, t he re may  be a situ ation  
where we w ould  t ake  in a prop er ty , and  then  sell it. We  may no t get 
any  money out of it, because the re may be no down paym ent; there 
may  be a 25-year mortgage , an d we w ouldn’t ge t the money p aid  back 
fo r 25 years .

An d I  would like  to po in t ou t anoth er th ing,  too. A t the  beg in­
ning  of fiscal 1961 we ha d abou t 13,000 or  14,000 a pp ra isa l requests 
pe r month.

We now  hav e about 26,000.
Our  propert ies  on ha nd  a ye ar  ago were  abou t 6,500, and  they are  

now 10,500. Th is i s quite an increase.
Se na tor  Allott. 6,500 abou t a year ago ?
Mr . Gleason. Yes, sir.

Medical Administration  and Operating Expenses

Se na tor  M vgnuson. Th en  on page 34, line 24, i n the field of medi­
cal admi nis tra tio n, miscellan eous  ope ratin g expenses,  ex cludin g m edi ­
cal researc h, you are ask ing  for  a res tor ati on  th ere of $1,353,000 ?

Mr.  Gleason. Correct,  s ir.
Se na tor  Magnuson. Now , the  am ount include d in the  bill , you 

say, would deprive  you of an extensive med ical  care program , of  the  
needed executive direct ion , edu cat ional trai ni ng  system, and admi nis ­
trat ive expense.

Dr . M idd leto n p robably  can add ress himself  to  tha t.

EFFECT OF HO US E CUTS

Dr . Middleton. Yes, sir.  This, Mr.  Ch air ma n, represents* first of 
all, the  decrease of $1,103,000 in dir ec t med ical  ad mi nis tra tio n, and 
$250,000 in edu cat ion  and tra in ing.

Co ntrar y to the  assu mption  con tain ed in the House  of Re presen t­
ativ es rep or t, the II .R . 7445 allowance does no t pro vid e the  same em­
ployment  i n 1962 fo r medical ad min ist ra tio n as in 1961. Inc rea ses  in 
ave rage sa lar y and oth er expenses will  req uir e th at  37 or  more cen­
tr al  and are a office employees now on du ty  would be sep ara ted  from 
the  rolls.

We are  now confronted  wi th the req uir ed  pa rti cipa tio n in the  Fe d­
era l stock  cat alo g pro gra m being mo nitore d by the Gen era l Serv ices  
Ad minist ra tio n.  Th ere  is g re at  need  to move fo rw ard in th e field of 
autom atic da ta  processing an d to  accord  opera tional con trols to  our  
are a med ical  offices.

AD MINIS TRATIVE  STA FF

Despi te the  a lre ady inc rea sin g workload s oc currin g in the  Ve ter ans’ 
Ad minist ra tio n prog ram  s ince the  fiscal y ea r 1955, the admi nis tra tiv e 
staff of 958 now requested fo r f iscal ye ar  1962 is 74 less th an  t he  nu m­
ber of s taf f sim ila rly  engaged in fiscal  1955 (1,032).

Res olv ing th at , Mr. Ch air ma n, to  simple term s, we have inc reas­
ing dem and s ad minist ra tiv ely  wi th increa sing pa tie nt  load an d pa-
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tie nt  care , and th is  lias  been a reques t th at  has att em pte d to build 
back  to levels o f 1955 on a cauti ous  basis . I f  we a re kept on the  level 
of 1961 fiscal year,  we will  have to  hav e red uction in forc e in cen tra l 
and are a offices.

HO US E REPORT

Sena tor  M agnuson. Now  the  H ous e says, and I quote fro m page 16 
of  thei r re port :

The requested increase  of 100 ad min istrativ e positions in the  ce ntra l and area 
medical offices has  been denied as overhead costs are getting out  of line.

Now, w ha t do you ca re to  say about t hat  ?
Dr . M iddleton. Ac tua lly  Mr. Ba ker can  give  y ou the  figures re la­

tive to staffing. An d it is very low fo r the De partm ent of  Medicine 
an d Surgery .

Se na tor  Magnuson. All  r ight , address yourself  to th at .
Mr. Baker. We  hav e in the  centr al office at  the  presen t tim e 582 

employees , an d in are a offices 269 exc lud ing  consul tan ts. An d sev­
era l years  ago , about 1954, we h ad  in the cen tral  office in the n eig hbor­
hood of 1,200 or  1,300 employees.

INC REASE IN  AD MINIST RA TIVE  EMP LOY EES

Se na tor  M agnuson. W ha t i s yo ur  adm inist rat ive  employment tot al 
now ?

Mr. Gleason. About 850, Senato r.
Se na tor  Magnuson. About 850. Tha t is the tot al fo r (he whole 

program , both  here  and  in the  area  offices?
Mr. Baker. Yes, sir.
Se na tor Magnuson. An d t his  hundred  would m ake it 950 ?
Mr. Baker. Ou r budget reques t is fo r a to ta l of  958 in  the cen tra l 

office and  7 are a offices.
Se na tor Magnuson. You  are  addin g a hundred , or you are  ask ing  

fo r rough ly a 12-percent increase?
Mr. Baker. Ap prox im ate ly,  sir.
Se na tor Magnuson. An d you  contend th at  these admi nis tra tiv e 

costs  are  not o ut of line, th e overh ead  costs?
Mr.  Baker. In  rel ati on  to the  size of the medical care pro gra m,  

the  numb er of  hospita ls and the ou tpati en t clinic, I  th ink it is very  
modera te.

Mr.  Gleason. Ab out 6 o r 7 years  ago, Senator , we had abo ut 1,350 
people more  or  less.

Se na tor  Magnuson. An d yo u have go t 170 hos pit als  ?
Mr. Gleason. That  is ri gh t.
Sena tor  Magnuson. An d you have go t a med ical  care b ill here  t his  

ye ar  o f close to a billion dol lars , inpa tie nt  a nd ou tpati en t.
Dr.  M iddleton. Th at  is  rig ht , sir,  $987,171,000.

CON SOLIDATION OF MEDIC AL IT EM S

Se na tor  Magnuson. The House also says  t hat the  budget prop oses  
th at  med ical  researc h be provide d unde r the  new medical care ap pr o­
pr iat ion s con solidate s the  forme r ap prop ria tio ns  fo r inpa tie nts and 
ou tpati en ts care into a  sing le account .

Is  th at  sat isf ac tor y w ith  you people ?
Dr.  M iddleton. I t  is indeed, sir .
Mr. Gleason. Tha t is what we would like , sir .



1068 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

Se na tor  Magnuson. An d the n the research is sep ara te,  spec ifica lly 
set asid e as a sepa rat e th ing?  An d if  the House figure  stood , you 
would r emain  a t w hat?

Mr.  G leason. 850, sir.
Se na tor  Magnuson. 850 ins tea d of— it  w ould cut ou t the hu nd red 

admi nis tra tiv e ?
Mr.  G leason. Tha t is cor rec t, sir .
Se na tor  Magnuson. An y ques tions on th at  ?

FUNDS EARMARKED FOR MEDICAL FACILITIES

Se na tor A llott. In  t hat  i tem,  is there langua ge req uesting  th e ea r­
marking  of $3 mil lion  fo r med ical  faci liti es ?

Mr.  G leason. No, t hat  is in research,  s ir. We w ill ge t int o th at  in 
ju st  a moment, S ena tor .

Se na tor  A llott. In  admi nistr at ion and  misc ellaneous op erat ing 
expenses there is earm ark ed $3 mi llio n fo r med ical  fac ilit ies , isn 't 
t here ?

Mr. Mon k . The medical rese arch item is in the “Medic al admi n­
is tra tio n and miscellaneous  op erat ing expenses’’ ap prop riat ion,  sir , 
as an i nd ivi dual prog ram act ivi ty.

Dr . Middleton. Th ere  is a fu rthe r item o f $250,000 res torat ion  re ­
quested  fo r educat ion  and  tra in in g ac tivit ies.

Th is, of  course , increases the  numb er of pers onnel. Th e desire to 
dis sem ina te know ledge and susta in ou r grow th by ap pr op riate re ­
crui tm en t and  maintena nce  of staf f, all in the  in terest of  the pa tie nt  
care, m us t be a p ar t o f the tota l medical pro gram.

Loan G uarante e R evolving F und

Se na tor  Magnuson. And  then  the  next item  on page  38 line s 5 
and 6 of the  bill , you  wa nt  to dele te the ph ras e “B ut  no t to exceed 
$120,624,000” from the lan guage proposed fo r the  loan guara nte e 
rev olv ing  funds.

Mr . G leason. Tha t is  cor rec t, sir .
Se na tor Magnuson. Somebody address  themse lves  to tha t.
Mr . G leason. We  ju st  spoke about ou r loan  guaran tee  takeov er of 

prop ert ies  due  to the economic sit ua tio n as it  exi sts  today.  As I 
po inted  out ea rlier,  a ye ar  ago we had 6,500 p roperti es  on han d, and  
now we have 10,500. I f  w’e have to pay $10,000 p er  prop er ty  on that  
volume of  cases in fiscal 1962 we would  be ove r the $120 million, and  
if  we can ’t exceed th is  we ju st  wou ldn’t be able  to  use the  rev olv ing  
fund s at  all to pa y these amounts.

Se na tor  Magnuson. Th is would make i t p re tty  tig ht ?
Mr.  G leason. I t  wo uld make i t ext rem ely  tig ht , sir . It  would make 

it  impossible f or  us to  do the  will  of Congress, as i t is alr ead y p rov ided.
Se na tor  Magnuson. Le t me ask this . W ha t if  the  H ous e says,  “ All 

righ t, th is may  be too tigh t fo r these  peop le to  work with, but let 's 
pu t some figu re in there,” what figure------

Mr. G leason. Se na tor , it is difficult to put  a f igure in fo r th is r ea so n: 
Supposing  50,000 d efau lts  were to take place,  and we h ad to pay  the 
gu ara ntee  w hich  the  Congress h as alr ead y pro vided.  We do n't  know 
wh at the  de faul ts are  goin g to  lie, and we have  no  way  of  knowing, but  
if  the re were to be 50,000, t he $120 mill ion lim ita tion would pre vent 
us from paying  w hat  we owe.
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Senator Magnuson. And a limitation  is a lready superfluous here, 
because in any event you are boosted by the law itself.

Mr. Gleason. Tha t is correct, sir.
Mr. B rownstein. These are contractual obligations tha t we must 

pay-
Senator Magnuson. And you only pay those that  are the obligations, 

the fixed obligations?
Mr. B rownstein. Yes, sir.
Senator Magnuson. So it could be less or it could be more, and there 

is nothing you could do about it. It  fixes its own amount by the 
activities.

Mr. Gleason. That is right.
Senator Magnuson. Any questions?
Senator  Allott. Not on that.
1 have a few questions I would like to ask about it generally.
Senator  Magnuson. Go righ t ahead.
Sena tor Allott. These are odds and ends.

Gra nt s to R ep ubli c of t h e  P h il ip p in e s

I notice in the grants  to the Republic of the Philippines, $1 million, 
which is below last year’s appropriation to the Philippines. Now, 
this is for what ?

Mr. Monk. This appropriation  request is to pay the Philipp ine 
Government for the care of eligible veterans in the Philippine  Me­
morial Hospital , which was constructed by the U.S. Government and 
given to the Philippine Government. We pay on a per diem basis for 
eligible veterans who are admitted and carried on the rolls of that 
hospital.

Senator  Allott. This is an estimate of the amount which you think 
you would incur during  the year by reason of this obligation?

Mr. Monk. That is correct, Senator. And this year, I believe we 
are not going to exceed a million dollars.

Mr. Gleason. This year we did estimate an unobligated balance of 
$500,000, Senator, and when we came in for a supplemental request 
we noted that,  and asked permission to tran sfer  tha t amount to the 
general operating expenses appropriation  for other purposes.

Senator Aliz>tt. I just wanted to make this a pa rt of the record, 
because it leads up to another matter I  am interested in.

EXPENDITURES IN  REPUBLIC OF THE  PH ILI PP INES

Now, can you give me—and I ask this particularly in view of  the 
recent criticism of the Philippines , tha t the United  States seems to 
have been ignoring its friends over in the Philippines—can you 
give me the total amount paid through your administra tion, through 
the Veterans’ Administra tion, to the  Philipp ines?

PHILIPPINE  SCOUTS

Don’t you also pay pensions and other things to the Philippine 
Scouts—is that the right name for them ?

Mr. Gleason. Tha t is r ight, sir. Senator, it would be close to $65 
to $68 million.

Mr. Driver. That would include salaries.
Mr. Gleason. That  is everything, sir the total of all payments.
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Mr. Driver. We are paying $46,996,000, in pensions and compensa­
tion to service connected.

Senator Allott. Compensation and pensions ?

OTHER COSTS

Mr. Driver. We are paying $2.6 million in readjus tment funds. 
That  is mainly the education program.

Senator Allott. Now , what else ?
Mr. Driver. The remainder of the money would be administra tive 

costs of  operating our regional office, which has approximately  400 
employees, and paying the salaries of the personnel so employed, 
most of whom are Philippine citizens.

Senator Allott. Mainly local ?
Mr. Driver. Yes, we have about 25 or 30 American citizens, and 

the remainder would be Philippine  citizens.

AD MINIST RA TIVE  COSTS

Senator Allott. And what is the cost of tha t administ ration?
Mr. Driver. I would say tha t the $65 million figure which Mr. 

Gleason referred to would encompass all of our expenses, including 
the benefit payments, and tha t the administ rative cost would be the 
difference betwen the figures I have just given you.

Senator  Allott. Tha t only brings it up to $49 million. Surely 
your administrative  costs aren’t $16 million.

Air. Driver. The hospital and insurance costs are in there, too.
Senator Magnuson. Break it down and put it  in the record.
Mr. Gleason. We can do that  for you easily.
Senator Allott. I wish you would, because it seems to me tha t this 

is one of the places where we don’t get credit for anything  we are 
doing, and I have been aware that  at times this has been approaching 
$70 million, and I was told on one occasion $80 million mark, that  
they are get ting from us, and we don’t seem to be ge tting any credit, 
and no one in the Philippines seems to be aware that they are getting 
this amount of money out of the United States  every year.

Now, you are probably aware of the recent claims that have been 
made t ha t we haven't  properly taken care of them on war damage. 
From everything I saw over there while I was there, they were get­
ting about $5 for  $1 that they ought to have.

(The informat ion requested follows:)
Veterans’ Adminis trat ion expenditures in the Repub lic of the Philippines, fiscal 

year I960
Compensation and pensions:

Living veterans------------------------------------------------------------- $13,878,183
Deceased veterans--------------------------------------------------------- 33,118, 288

Subtota l____________________________________________  46, 996. 471
National  service  life insurance  benefits_______________________  12, 273, 929
Servicemen’s indemnity____________________________________  79, 678
Mili tary  and nava l insuranc e________________________________ 130, 107
Vocational rehabi lita tion___________________________________  12, 738
Readjustment benefits______________________________________  2,636,218
Administ rative and medical care_____________________________  3. 4,80, 839

Total  ex pe nditure s________________________________________  65, 609, 980
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Admissions to VA Hospital

Now, this  brings up one o ther matte r which keeps coining to my 
attention constantly, and Mr. Dimmit t of the Denver office, the ad­
judication officer out there, droppetl into the office this  morning, and 
I discussed it with him. I must clear h im; he didn’t bring it up, I did. 
But it comes to my attention constantly. We discussed it last yea r 
and this committee was told that  we ought to look into it. I haven’t 
seen anything on it. But this is with relation to the abuse of the- 
veterans hospital facilities by non-service-connected treatments.

Now, what can we do about that?
Mr. G leason. We are already doing something about it, Senator^
The form that  you fill out when you make appl ication for entrance 

into a VA hospital is called a form 10-P-10. In the addendum you 
must list your assets and what insurance, if any, you might carry,, 
such as Blue Shield or other priva te hospital insurance. What we 
are going to try to work out is a classification of non-service-connected 
veterans a t those hospita ls where there is a waiting list. In  this way 
we hope to keep these men at the bottom.

We also hope tha t the Justice Department will give us additional’ 
help, so tha t when a man signs th is form and takes an oath tha t he is 
unable to pay, and we find out differently, tha t we hope the Just ice 
Department will give us some assistance in prosecuting the case. None 
of us want  these people in there if they don’t legally belong there.

Abuses of Hospital Privileges

Senator  Allott. I don’t, for sure. I have seen a few cases of abuse 
myself.

But I do have it ealled to my attention constantly by doctors, by 
citizens, and occasionally even by members of the Veterans’ Ad­
ministration, who say, “Here is this case which is an abuse of what 
the law intended it to be.”

Mr. G leason. We are going to do our very best to eliminate this, 
but as all of us know it is impossible to eradicate fraud  completely, 
human nature being what i t is. But  we are going to reduce i t to the 
minimum, sir.

Senator Allott. There has been in the past, as you know—as you 
know in the past it has been solely on the statement of the veteran, 
himself.

Mr. G leason. We are doing a little  more than  th at now.
Senator Allott. You are going into this now.
Would you mind keeping me informed during the course of the  

year as to the progress you make with this part icular thing?
Mr. G leason. I would he delighted.
Senator Allott. I am thinking in terms, perhaps, of an applicat ion 

wihch would require disclosure so that you could set standards to it, 
and if the person has misrepresented the facts in the application or 
anything of th at sort, then it would be in such form that the Just ice 
Department could take action.

Mr. G leason. Very well, Senator.
Senator Allott. Thank you very much.
I think, Mr. Chairman, tha t is all I have.

7 1 0 3 6 -6 1 ----- 68



1072 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

Construc tion  P rogram

Senator Magnuson. Now , you have $70 million for new construc­
tion, hospital construction.

Mr. G leason. $75 million, sir. The House res tored the $5 million 
to us.

Senator Magnuson. The House said—I read from thei r r ep or t:
An appropriation  of $70 million is recommended for hosp ital const ruction, a 

reduc tion of 5 in th e budget estim ate.
Mr. G leason. That was before it was restored on the floor of the 

House.
Mr. Teague amended tha t to add $5 million.
Senator Magnuson. So you add $5 million ?
Mr. G leason. Yes, sir.

REPLACEMENT OF HOSPITALS

Senator Magnuson. That includes funds to replace hospitals in 
Wood, Wis., and Charleston, S.C., and technical services for  hospital 
replacements at Atlanta  and Los Angeles.

Mr. G leason. And other modernizations, Senator.
Senator Magnuson. Have you in the House hearings a list of 

those items ?
Mr. G leason. Yes, sir.
Senator Magnuson. We will refer to that  page in the House hear­

ings.
PLAN NING PERIOD

Now, does this $75 million fit into our planning period, our 12-year 
planning?

Mr. G leason. It  does, Senator, with one except ion: Tha t it does 
not provide money for fallout  shelters. I just want to point out  th at 
it in no way carries in the money for fallout.

Senator Magnuson. I am talking about our regular construction 
plan in which we have the priorities and we have been progressing 
fairly well with—we are making reasonably adequate progress every 
year. And this year the big amount would be the Wood, Wis., hos­
pital, and the Charleston, S.C., and then you have got a fairly large 
amount fo r modernization projects.

Mr. G leason. Tha t is correct, sir. And I might say tha t planning  
funds for 2 other replacements, to be located in Atlanta and Los A n­
geles, and 17 modernization projects and planning and construction 
funds for 34 other projects that are down the road, you see.

Senator Allott. On what page of the hearings are you talking 
about ?

Mr. Monk. 580 and 581.
Mr. G leason. The narrative  support is on page 365.
Senator Magnuson. What was the reason—1 should have read this, 

but I haven’t—what was the reason for the extra five; what was his 
justification?

Mr. G leason. For  reducing it ?
Senator Magnuson. What is the reason for adding the five on the 

floor?
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Mr. G leason. Because they brought it back to the $75 million tha t 
has been planned over the last 3 or 4 years. A year  ago was the first 
year th at w’e were appropria ted the $75 million out of the $900 million 
tha t we planned over a 12-year program.

Senator Magnuson. But it was just to add to the general amount 
of the fund, and not for any par ticular proje ct; to keep up the amount 
of the plan, and move along?

Mr. G leason. Tha t is correct, sir.

California Hospital  Site

Senator  Allott. Now, where are we with our Los Angeles deal?
Mr. G leason. Senator, we are pretty close. It  is difficult for us to 

say at the moment.
But we are within weeks of locating a site, and we hope tha t we 

will be able to move on it shortly.
Senator Allott. In  other words, there are no burs in the gears; 

the thing is moving along now ?
Mr. G leason. Yes, sir.
The two important places right now, Senator, are Califo rnia and 

Florida. From the Bureau of the Census we find tha t the aging 
veteran is moving to Florida, the younger veteran is moving to Cali­
fornia, in the overall population shifts such as occurred in the last 
10 years. And this is something that  we really need, and something 
tha t we are working on, to the point where we may well be within 
reach of having our architects work on it in the near future.

Senator  Allott. But you haven’t gotten to the architec tural design 
yet ?

Mr. G leason. No, sir;  because we want to work this  in conjunction 
with the medical schools that are located there.

Senator Allott. All right, thank you.
Senator Magnuson. And we will re fer to the House record here on 

the different items.
CONSTRUCTION PROORAM

Senator Allott. Yes, the pages on these, Mr. Chairman, are in 
par t I of the House hearings, pages 5—well, they commence a t 575 
and go on through several pages there after  the various construction 
funds.

(The information refer red to follows:)
Veterans’ Administra tion

ASS IS TANT ADMINIS TRATOR FOR CON STRUCT ION

Construc tion o f hospital and domiciliary  faci lities , $75 million
This appropriat ion  provides for cons truct ion of hospi tals and domic iliary 

faci lities  a nd becomes available for use a fte r Preside ntia l approval of indiv idual  
projects or groups of projects. The faci litie s may include new and replacement 
hosp itals  and  domiciliar ies, acquisition of sites, modernization of and othe r 
improvements at  ex isting facilit ies (including regional offices and supply depo ts), 
and fixed and ini tia l por table equipment.

A constru ction  program of $77,912,600 is  recommended for  1962 to be financed 
with  new obliga tional authority  of $75 million plus savings  of $2,912,600 from 
exis ting obligational auth ority. This  amount is the second incre ment of an 
order ly 12-year program for replacement and modernization of our  exist ing
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hosp ital faci litie s and is the estim ated  additional amount needed in 1962 for the 
following projec ts and programs :
Replacement hospita ls:

Atla nta,  Ga. (580 beds), techn ical services______ $1,228,000
Charleston, S.C. (500 beds), construction , init ial

portable  equipment, and techn ical services____  11, 200, 000
Los Angeles, Calif. (960 beds ), technical services

or sit e------------------------------------------------------  750, 000
Wood, Wis. (1,250 beds), construction, init ial por t­

able equipment, and technical services________ 26, 053, 000

Mod ernizat ion:
1960 program, (Oteen, N.C.), cons truct ion and ini­

tia l portable equipment____________________  2, 567, 000
1961 program, construction and ini tial  portable

equipment (16 p rojects)____________________ 31,8*14,000
1962 program, technical services  (4 pro jec ts)____  338, 600

Othe r improvements:
1962 program, construction, ini tia l portable equipment, and

technical services (34 projec ts) _______________________  3,932,000

Total required______________________________________  77, 912, 600
Less savings from prior yea r programs___________________  2, 912, 600

Net appropriation  reques t____________________________  75, 000, 000
Replacement hospitals.— The $39,231,000 requested for thi s activity  includes 

construction , ini tia l por table  equipment, and balan ce of techn ical services funds  
amounting to $11,200,000 for  500 G.M. & S. beds at  Charleston, S.C., and $26,- 
053,000 for 1,250 G.M. & S. beds at  Wood, W is. : $1,228,000 for technical services 
for  580 G.M. & S. beds at  Atlanta, Ga .; and $750,000 for  technical services or 
site  for 960 G.M. & S. beds in the  Los Angeles, Calif., area. The exact location 
for  the Los Angeles beds is yet  to be determined. If  a new site  is requi red, 
we propose to use the  fund s to buy the site. If  it is unnecessary to buy a new 
site, the funds  would be used fo r pa rt of the  technical services.

Modernization.— The $34,749,600 requested for this activity  includes $34,- 
411,000 for construction and initi al portable equipment for  projects on which 
technica l service funds were  previously appropriated and $338,600 for technical 
service funds for  four new projects e stimated to cost $4,248,700.

Other improvements .— The $3,932,000 requested under this  activity  is for  con­
struc tion,  ini tial  por table  equipment, and technical services for 34 new projects 
estim ated to cost $4,462,000—the $530,000 difference for  construction  and init ial 
portable equipm ent for one project will be requested in 1963 when the plans are 
complete.

Projects fo r which  f unds are reques ted in  1962 
[Thousa nds of  dolla rs]

Prog ram,  s tat ion,  a nd  d escript ion To ta l es ti­
mated  co st

Ap prop ria tio ns

Th rough 
fiscal year 

1961

Fisc al year 
1962 re­
qu es t

Fu tu re
requ es t

REPLACEMENT

Ch arl est on , S.C. : 500 bed s........................ - ............ . . ........ 12.300.0 
28,162.0 
14,530.0 
25.000.0

1,100.0 
2,109.0  

100.0

i 11,200.0 
' 26,053 .0 
'1 ,2 28 .0  

750.0

Wo od.  Wis. : 1,250 b ed s................. ............................ - ........
Atla nta,  Ga. : 580 beds _____________________ ____ 13,202.0 

24.250.0Los Angeles, Cal if.: 960 b ed s.................... ...........................

S ub to ta l. _____________________________ ______ 79.992.0 3,309.0 | 39,231.0 | 37,452.0

See footnote a t end of table.
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Projects for  which fu n d s  are requested in  1962— C on tinu ed

[Tho usan ds of dollars]

Program,  sta tion , an d description

MODERNIZATION

1960~modemization program, Oteen, N.C .: New clinic 
additions a nd alterations to  existing build ings______

1961 modernization program:
Batt le Creek, Mich.: Alterat ion of recreation bui ld­

ing and heat  co rrid ors ........................... . ...........
Coatesville, Pa.: New laundry and miscellaneous 

alte rations_____________ _____ ____________ -
Danville, I ll.: Alteration of buildings 20,21, and 58.. 
Des Moines, Iowa: Alteration  of buildings 1,2,3 , 4,

and electric d istr ibution --------------------------------
Indianap olis , Ind .: RO and  hospital  clinic consoli­

dat ion____________________________________
Knoxville, Iowa: Chapel....................................... __
Linc oln,  Nebr. : Alteration  of buildings 1, 2, 3, 4, 5,

and 1 3 .. .. .. .________ ___________________ _
Los Angeles, Calif.: Special act ivity build ing;

chapel; a ltera tion  of build ing 165......... .............. . .
Mont rose,  N.Y .: Fire sprinklers , area of 18 bui ld­

ings............................................................................
New Orleans, La.: RO and hospi tal clinic con­

solidation and  bed a dditio n....................................
Palo Alto, Calif.: Alteration  of build ings 101, 102,

103, 104, 105, 110, 137, an d 205..................................
Philadelphia, Pa. : A/C cl inical laboratory, general

laboratory  and C S S .. .............................................
San Francisco, Calif.: New clinical build ing and

RO consolidation................................................... .
Seattle , Wash.: Animal research labo rato ry______
Sepulveda, Calif.: Alterations of research labora­

tory  bu ilding  3 and new anima l house ...................
Tuskegee, Ala.: Alterations of build ings 68 and 6 0.. 

Sub tota l (16 projec ts)................................. ......... . .
1962 modernization program:

Fort Harrison, Mont.:  Alte rations of building 141.. 
Lake City, Fla. : Alterations  of building 62; roads,

walks, and parking..................................................
Togu s, Maine:  Replace existing boiler p lan t............
Wh ite River Jun ctio n, Vt. : Alteration and

addition to bu ildings_______________________
Subtota l (4 p ro ject s) .............. . ............................-

1962, other  improvem ents program:
Albany, N.Y .: Animal l abo ratory_____ ________
Ann Arbor, Mich.: Alteration to X-ray suite, e tc ..
Baltimore, Md. : Auto mat ic elevator controls____
Birmingham, Ala.: Enclose roof, exercise area-------
Brecksville, Ohio: Con ver t ward to special serviceanti vitiPQ
Buffalo, N.Y .: Storm sash.........................................
Butler, Pa.: Remodel laboratory build ing 1............
Can anda igua , N.Y .: A/C operation su ite ................
Chicago , I ll. (West  Side): Cardio pulmonary func­

tional laboratory ....... ........................................... .
Chicago, Ill. (West Side): Enclose roof of exercise

area___ __________________________________
Cin cinnat i, Ohio: A/C laborato ry-CSS and X-ray .. 
Dallas,  Tex .: X-ray facility, bu ilding 2; audio clinic,

build ing 1..................................................................
Denver,  Colo.; Elect ric outl ets,  X-ray operation

rooms____________________________________
Erie , Pa.:  Automatic  elevato r co ntro ls........... .........
Hot  Springs, S. Dak.:  A/C for operatin g su ite ____
India napo lis, Ind . (TB ): Remodel nurses sta tions ,

building  3.................... . .................. . .......................
Iron Mt., Mich.:  Automatic  elevator c ontrols....... .
Louisville,  Ky.:  Add ition to building  19 (radio­

isotope) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
See footnote a t end of table.

Appropria tions
To tal  esti­
mated cost Through 

fiscal year  
1961

Fis ca l year 
1962 re­
ques t

Fu ture
request

2,800.0 233.0 2,567.0

331.6 29.9 301.7
568.0 53.4 514.6

4,134.0 361.2 3,772.8
2,942.5 290.7 2,651.8

870.0 74.0 796.0
331.4 28.9 302.5

3,539.5 270.5 3,269.0
4,649.3 409.9 4,239.4

312.5 312.5

2,545.0 172.3 2,372.7
4,792.9 413.8 4,379.1

459.0 41.8 417.2
6,815.0 570.1 6,244.9

341.3 22.9 ' 318.4
325.0 21.5 303.5

2,141.0 180.6 1,960.4

35,098.0 3,254.0 31,884.0

870.0 50.0 820.0
598.7 50.0 548.7
585.0 53.0 532.0

2,195.0 > 185.6 2,009.4
4,248.7 338.6 3,910.1

246.0 246.0
284.7 284.7
53.0 53.0
58.6 58.6

294.7 294.7
124.3 124.3
180.5 180.5
71.0 71.0

14.8 14.8

53.5 53.5
147.0 147.0

575.0 45.0 530.0
42.0 42.0
46.6 46.6
77.0 77.0
26.8 26.8
55.3 55.3

218.8 218.8
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Projects f or which  fu nds are requested in  1968— Con tin ue d
(T ho usan ds  of  dol lars]

Program , st at io n,  a nd  desc rip tion Tot al  e st i­
m at ed  co st

App ro pr ia tio ns

Th rough 
fiscal year 

1961

Fi sc al  yea r 
1962 re­
qu es t

Futu re
requ es t

moder nization —continued

1962, o ther  impr ov em en ts  pro gra m—Con tin ued
Om aha, Neb r.:  Enclose  roof of exerci se a re a______
Pi tt sb ur gh , Pa . (O M ): An imal researc h lab or ator y.
Provide nce, R .I .: Add ition  for recovery  su it e_____
Sag inaw, M ich .: Enc lose  roof of exercise a re a_____
Sa lt La ke  C ity,  Utah:  Enc lose  w alkw ay _________
Seatt le,  W ash .: Au tomat ic  ele vat or co nt ro ls ...........
Syr acuse,  N .Y .:  RO an d ho sp ita l clin ic con solida­

tion .....................................................

58.7
196.0
149.2
12.9
84.0

117.6

694.0
111.0

169.0
300.0

58.7
196.0
149.2
12.9
84.0

117.6

> 694. 0 
111.0

169.0
300.0

Wilm ington , Del .: Au tom ati c e lev ato r contro ls . . .  
Various sta tio ns : Fi re  an d saf ety  pro jec ts (7 pro j­

ec ts) _____________________________
Va rious  st at ions : Ad mi n Dis cr Fund________ ____

Su bt ot al  (34 proj ec ts) ______________ _________ 4,462.0 3, 9&  0 530.0

T ota l_____ __________________ ___________ 126,600. 7 6,796.0 77,912 .6 
2, 912.6

41,892.1
Les s saving s from pr ior  year p rogram s....................

N et  a pp ropr ia tio n r eq ue st____ ________________ 2 75 .000.0

1 T he se  proje cts  as recomm ended  pro vid e for fall out shelt er faci liti es.  Thi s is in accordan ce w ith  the po licy  
to  f ur ni sh  fal lou t shelt er  fac iliti es in ap pr op ria te  new  an d exi sting Fe de ra l bu ild ing s. Fu nd s req ueste d 
for t he  re pla ceme nt hospita ls pro vid e $24,000 for pla nning  the  A tla nt a,  Qa ., fa llo ut  sh elt er  facili ties  and  for 
the  fu ll cost  of fa llout shelt er  fac iliti es—$300,000 a t Ch arl est on , S.C. , an d $537,000 at  Wood , Wis. The- 
requ es t for mo dernizat ion  an d ot he r im provem ents inc lude $4,000 for plan ning  an d $11,000 for full  cost,  
respectiv ely , for fa llout f aci liti es at  t he  W hi te  Rive r Ju nc tio n,  Vt ., an d Syrac use, N.Y . pro jec ts.

2 A lth ough  th is  pro gra m is based  on th e pro jec ts lis ted  abo ve,  som e su bs ti tu tion s m ay  be neces sary to> 
m ee t chan ging c onditions .

PRIO RITIES IN  PLAN

Senator Magnuson. Have the priorities in the plan been changed 
any this year since you were here last time?

Mr. Gleason. Not yet, Senator. They may be, though. I don’t 
want to mislead you.

Senator Magnuson. There might be some conditions so tha t you 
would have to change them?

Mr. Gleason. Yes, there may be.
Senator Magnuson. But, generally, the priori ties have been about 

the same according to the plan ?
Mr. Gleason. Correct, sir.

R ea d ju stm en t  Ben e fit s

Senator Magnuson. Now on your readjustment benefits, the bill 
includes $80 million for education, train ing, and other allowances 
under various benefit programs, the amount provided is $264 million 
under 1961, and $376,000 less than the estimate.

Now, why shouldn’t that be declining more than it is.
DECLINE IN  PROORAM

Mr. Brownstf.tn. It is declining rather sharply.
Senator Magnuson. The benefits are expiring  all the time, aren’t 

they ?
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Mr. Brownstein. It  is declining  quite sharply. The education and training and the vocational rehabilitation  programs are both declin­ing. Of course, there is some increase in the tr aining of war orphans.Senator  Magunson. But your educational benefits are declining?Mr. Brownstein. Yes, sir. And our estimates are based on those declines. For  example, in 1961 we expect an average of 170,000 in train ing. Our 1962 estimate is based on an average of 85,000 in train ing.

Co m pe n sa tio n  an d  P en sio n s

Senator  Magnuson. Now I want to ask you about this. We have got $3,500 million, for our compensation and pensions. And that is $300 million less than 1961, and $43 million less than the budget esti­mate. The House said, you will have an unobligated balance of $215 million, which you can use in fiscal 1962.
Are those figures substantia lly correct ?
Mr. Gleason. That  is about correct; yes, sir.
Senator  Magnuson. So tha t in compensation and pension we are having  a decline, too?

CHA NGE  IN  PENSION  LAW

Mr. Gleason. We don’t know that, Senator. Just a year ago we had a change in the pension law, and many people who could change over have not changed yet. If  they were to change during fiscal year 1962 we might need the whole $215 million.
We are now wondering whether they are going to change. It  may be that only 50 percent of them will.
We are trying to bring them up to date on the increases th at they could obtain if they did transfer  to the new pension law.

VETERANS’ INS UR AN CE AND IN DEM NIT IE S

Senator Magnuson. And in your ve terans’ insurance and indemni­ties you have got $39,200,000 fo r payments of claims. Do you think tha t is about the right figure for  you ?
Mr. Gleason. We think so; yes, sir.
Senator Magnuson. They are less than 1960?
Mr. Gleason. Tha t is right , sir.
Senator Magnuson. They are going down. Why?
Mr. Gleason. We are completing payments on indemnity claims as we get fur ther  away from the Korean conflict.
Senator Magnuson. Now a lot of the World  War II  20-year poli­cies will be coming due here pretty soon now. We are going to have a period of time in about 5 years where most of them are going to come due.
Would the decline also be that some of those are not asking for cash payments, they are turn ing  them into life?

KOREAN WAR INSU RA NC E

Mr. Monk. Senator, the main reason for the decline here  is this. What is paid  out of this  appropriation basically is the free insurance tha t was written during the Korean war, the indemnity insurance.
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Th is does no t inc lude World  W ar  USG LI policies, an d a se parat e f und 
fo r the W or ld  W ar  I I  na tio na l service life . These ind emnit ies  are 
pa id  out of the ap prop ria tio n,  and the  reason it  dec lines is th at  the  
fu rthe r you get  away fro m the Ko rea n wa r the less we are  payin g 
out.

NATIONAL, LIFE  POLICIES

Se na tor M agnuson. An d I  would think  th at  th e n at iona l life  w ould  
I>e coming due, those 20-year  policies .

Mr. Monk . Bu t th at  is pa id  ou t of  the  fun d.
Se na tor  Magnuson. That  is yo ur  own trus t fu nd  which is ade ­

qu ate ly  t ak ing care o f itself?
Mr. Monk . Tha t is co rrect, sir.
Se na tor  Magnuson. Because in some cases, we took  the  div idends  

and pa id  our prem iums.
Mr. Monk . Tha t is r ig ht , sir.
Se na tor  Magnuson. I  th ink I did.

M ed ic al  R es ea rc h  F a c il it ie s

On  page 35, line  1 of the  bil l, you r equest af te r the  w ord  “R esearch”, 
to insert—
“$3 million, to rema in available unt il expended, for construction, alte ration, and 
improvement of research  faciliti es.

Now, I th ink there is a very str on g fee ling , Dr . Middleto n, in th is 
■committee, and  in the House  group, th at  th is  be used fo r these re ­
sea rch  f aci liti es annuall y and only fo r that .

Do you sha re th at  fee ling ?
Dr . Middleton. I  do.
Se na tor  Magnuson. That  is, lab orato ry------
Mr. Gleason. Co nstru ction  actual ly.
Dr.  Middleton. Research con struction.
Se na tor  Magnuson. T o keep th at  ju st  fo r th is  purpose, because I 

th in k  there  is a  very str on g fee ling  fo r it.
(Discuss ion off t he  r eco rd.)

INTERE ST IN  PROGRAM

Dr. Middleton. I sho uld  like  to ind ica te th at we are  deeply int er-  
■ested in thi s program , and th at  it  sho uld  be a sus tain ed and gro wing  
pro gra m.  Bu t we a re no t inte res ted  in “crash ” approac hes . IVe feel 
that  we c an do a much  be tte r job  if  we approa ch  it  by regu lar steps, 
an d come to you per iod ica lly  and ans wer to an acco unting.

Se na tor  M agnuson. We  have done pr et ty  well wi th th is  program .
Dr.  Middleton. You  have done wo nderfully, sir.  We  are most 

gr ateful .
Se na tor  Magnuson. It  has  been worthwhile,  and we haven’t been 

to o fa r ap ar t.

LETTER FROM NA TION AL  TUBERCULOSIS ASSOCIA TIO N

We will  plac e in the  record  a l et te r from the Na tio na l Tub erculosis 
Associatio n, and  one from  the  Dep ar tm en t of Ve ter ans’ Af fai rs in 
Po rt land , Ore gon ., reg arding  the  pros theti c app liances .
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I will give this letter to Dr. Middleton, and you can answer i t for  
the record, from Senator  Morse.

(The letter referred to follows:)
Veterans’ Administration,

June  21, 1961.
Hon. Warren G. Magnuson,
U.S. Senate, Washington, D.C.

Dear Senator Magnuson: This has reference to the attached communica­
tion from Senator Wayne Morse to  Senator Carl Hayden which you handed me 
at the hearings of the Veterans’ Administrat ion before the subcommittee of the 
Senate Committee on Appropriations on Ju ne 26, 1961. At tha t time, you asked 
tha t I reply to you for the record of the subcommittee hearings.

Copies of the lette r from Mr. Moynihan concerning a shortage of funds at our 
Portland regional office at the beginning of this calendar year were forwarded 
to my office by Senator Neuberger on March 2 and to the Adminis trator by 
Senator Morse on March 7, 1961. We immediately contacted our area medical 
office in San Francisco, and arrangem ents were made to provide additional funds 
to the Portland regional office. Senators Neuberger and Morse w’ere advised of 
this action by the Administrator on March 28.1961.

Our budget for fiscal year 1962 includes additiona l funds for prosthetic appli­
ances in the total amount of $725,000 to cover increased costs of new types of 
appliances. Assuming tha t our budget is approved as submitted, and unless ou r 
prosthetics workload rises substantially above our expectations, we should have 
sufficient funds to provide fully adequate prosthetics services in fiscal year 1962.

We greatly  appreciate  your interest in our prosthetics program, and we shall  
do our utmost to see tha t necessary funds are made available for proper services 
to this special group of disabled veterans.

The communication you handed me is return ed for your disposition.
Sincerely,

William S. Middleton, M.D.,
Chief Medical Director. 

March 7, 1961.
Mr. J . T. Moynihan,
Claims Representative ,
Oregon Department of Veterans' Affairs,
Portland,  Oreg.

Dear Mr. Moynihan : Thank you very much for your thoughtfulness in writi ng 
to me under date of Februa ry 28. I appreciated your bringing to my a ttention  
the situation  relative  to the furnishing of prosthet ic applicances by the Veterans’ 
Administration.

The situation you outline is important and the problem is one which calls fo r 
all possible assistance on the par t of the F ederal Government.

I am advising the chairman of the Senate Appropriations Committee and 
the Administrator of the Veterans’ Administration of my intere st in obtaining 
appropriations tha t will more nea rly meet the requirements in the field of pros­
thetic appliances. As soon as I have further word on this matter I shall get in 
touch with you promptly.

It  is my hope th at the appropria tions for fiscal 1962 will more near ly approx­
imate the needs in this  field.

With kindest regards.
Sincerely,

Wayne Morse.

State of Oregon, 
Department of Veterans’ Affairs,

Portland, February  28, 1961.
Hon. Wayne Morse,
U.S. Senator, Senate Office Building,
Washington, D.C.

My Dear Senator : Being a claims representative of the State of Oregon De­
partm ent of Veterans’ Affairs, a situatio n has been brought to my attention w’hich 
adversely concerns Oregon veterans and which I believe w arrant s congressional 
attention.

As you know, the Veterans’ Administration furnishes prosthetic appliances 
for veterans  with service-connected disabilities. Due to the lack of available-
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funds, thi s program has been vastly cur tailed not  only in this  regional office but, 
I unde rstan d, also in Seattle and Los An geles; and for all we know, may be some­
what of a  nationw ide situation.

From cont acts wi th various local veter ans, I find th at  the  Po rtla nd regio nal 
office is no longer able to supply spare app liances; many vete rans being au tho r­
ized two, so th at  one may be worn while the other is being repa ired. Ins tead 
of replacement when or where needed, the policy now is one of patching  up the 
exist ing unless such is completely out of the  qu est ion ; in which event  the re is 
a consid erable wai ting  period.

This  regiona l office is autho rized  so much money per q uar te r; but  due to the 
increased demand s, this  fiscal year’s fu nds  were exha usted  by Jan uary.  No one 
is real ly to blame from the Por tlan d regiona l office up through the  cen tra l office 
in Washington, D.C. Two of the  f act ors  which have been a  prime  impo rt in the 
creation  of this problem in the local a rea  are—

1. The present economic situ atio n in Oregon, which due to the  high rat e 
of unemployment has made it necessary for many vete rans to seek Vete rans’ 
Adm inist ratio n assistance, who form erly purchased the ir own pros theti cs 
with  the ir own f unds.

2. The large incre ase in thi s are a of disabled ve terans ; a figure which has 
almost doubled in the las t 5 years . As a n example, the average expendi ture  
per qu art er former ly ran  arou nd $9,(XX). The demand is now runn ing at 
about a 40-per cent increase.

As form erly  stated , the Por tlan d region al office is  completely  free  of blame in 
thi s matter . The staff  and mana gement are  doing an exemplary job in all 
fields. Cen tral  office also has no contro l over the divergent fac tor s which have 
led to the present dilemma.

I do not believe it  is necessary to use tri te  stat eme nts nor become maudlin 
regarding our  country’s obligation  to these  people. I do, however, believe tha t 
sufficient fun ds should be made avai lable  to provide these veterans with the ir 
artif icia l limbs, braces, wheel c hairs , etc.

Tha nking you in advance for  your efforts  in this  ma tter , I remain,
Sincerel y yours,

J.  T . MoYNinAN, Claims Representative.

Nationa l Tube rcu losis Asso cia tio n,
New  York, N.Y., Fe bru ary  16, 1961.

Hon. Warren G. M agnuson,
Chairman, Committee on Inte rstate  and Foreign Commerce,
Senate Office Build ing, Washington, D.C.

'Dear Senator M agnuson : It  has come to  t he atte ntion of the  National Tube r­
culosis Association th at  the  medical resea rch program of the  Vete rans’ Ad­
minis trat ion  may lose its  identity in the language of the 1962 appr opria tion 
requ est for th at  agency. If  thi s change is made, it  seems probable  that  the 
fu ture  of the research program  will suffer.

In the  event of need for more funds for pat ien t care  with in the fiscal year, 
the rese arch  program would find it  difficult to compete with  the patient care 
program, since the la tte r is the stat ed mission of the Veteran s’ Administra tion. 
At the  same time, any deterio rati on in resea rch efforts would inevitably result 
in the  loss of outs tand ing physicians who would be deprived  of the oppo rtuni ty 
to combine research activity  with  the prac tice of medicine  and would lower 
the  quality  of medical care to hospitalized veterans . The loss of able investi­
gato rs, who have made the  VA research program one of the best in the world, 
would be an immediate and disastr ous  resu lt of any thr eat to the program.

In view of the fac t th at  the  p rogram  of the VA is uniquely  qualified to operate 
a clinica lly oriented rese arch  program, whose contribu tions  to knowledge about 
medical  trea tment  extend to the enti re populatio n, the board  of directors of 
the  National Tuberculosis Association passed the following recommendation 
on Jan ua ry 21, 1961:

The National Tuber culosis Association urges the Congress to mainta in 
its  present prac tice of sepa rate ly ident ifying  fund s appropriated to the VA 
for medical research.

We will be most app recia tive of your thou ghtfu l consideration of this  subject  
which we consider of gre ate st importance to medical and scientific groups. 

Sincerely yours,
J am es  E. P er kin s, M.D.,

Managing Director.
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EXPENDITURES IN THE REPUBLIC OF THE PH ILI PPINES

Se na tor Magnuson. An y fu rt her  questions?
I th ink we have  covered  th is pr et ty  well.
Se na tor Allott. I wou ld like to  go back just, fo r a mom ent.
We  hav e thes e people, there  are  25 Am erican s in the  Ph ili pp ines .
Mr. Gleason. Tha t is an approx im ate  figure, yes.
Se na tor A llott. Th ere is a quota tio n in the Bib le which says , k‘Let 

yo ur  lig ht  so s hine before  me t hat the y may see y our good works  and  
glor ify  you r Fath er  which is i n He aven .”

Now, I wonder if  pe rhap s these 25 could n’t help ou r lig ht  so shine 
the re th at pe rhap s the  Fi lip inos  wou ld become awa re th at  we have 
pumped in $65 mi llio n in there  th is year,  and have pump ed in I 
don ’t know how  much since W or ld  W ar  II . I th ink thes e people 
hav e not only to represen t the Ve terans ’ Ad minist ra tio n the re,  bu t 
there  is no reason why  we should  spe nd th is money the re,  an d the 
peop le shou ldn ’t know’ wh at w’e a re doing  a nd  know’ wh at it is c ost ing  
us.

Could you br in g it to th ei r att en tio n?
Mr. Gleason. I t  is pr et ty  difficult fo r us to br in g it to  t he ir  at te n­

tio n ourse lves,  Se na tor , unless the  Gover nment  its el f undertakes the  
pro gra m.

COOPERATION WIT H STATE DEPARTMENT

Mr. Driver. We  opera te di rec tly  with the St at e De partm ent. I t  
is par t of the  adm in is tra tio n’s p rogram  a nd i t is be ing  co ntin ued  now, 
and all of  t he  da ta  about wha t we are  doing,  and the question of in ­
form ing the coun try  is with ou t the VA , it  is in the ha nd s of the  
St ate De pa rtm en t, an d I believe th at  a  concer ted  effort  h as been and  
is be ing m ade  to do so.

I have been to the  P hi lip pine s, Sena tor , and  i t h as  been m y o bse rva­
tio n th at  th is  is  well known to t he  people.  The checks go to  the f ifty - 
some thousan d peop le th at are  sca tte red  th roug ho ut  tne Ph ili pp ine 
Isl ands . I t  is a very fa m ili ar  th in g to the com munity .

I believe the  arg um ents th at  are  pu t fo rth by th e Gover nment  
rep res en tat ive s of the Ph ili pp ines  are  not made because of  a lack of 
inform ati on , they are  mad e because o f a n exte rem e desi re to  get  more.

Se na tor Allott. You  counterbal ance th at  to  some ex tent  wi th 
le tt in g the peop le know, I figure th at every man in a foreign  coun try  
sho uld  be an  ambassador, an d he ta lks wi th 30 or  40 peop le a d ay , a nd 
th is  in form ation  sho uld be d ist rib uted .

I was ast ounded when I fir st lea rne d some 5 ye ars ago  of  the 
am ount of  money th at  we were spen din g in the Ph ili pp ines  fo r po li­
cies th at —some th at I  might  have  disagr eed  wi th  or  not, bu t th at  
isn ’t the po int, the y are  ou r Governm ent’s po licies , and ou r law , an d 
I  th ink we ou gh t to  get  cre di t where  cr ed it is due.

Mr. Driver. Our  people who  are  ove r there are  ca refu lly  selec ted 
fo r thes e posit ion s; we mak e a de termi ned effort  to  pic k the very 
finest  people. An d the y do hav e da ily  conta ct wi th  thes e hu nd reds  
of  Ph ili pp ine ci tize ns that  work in th e office.

I  rea lly  believe th at the  ind ivi du als  do know  about it, thou gh  no t 
the size o f th e doll ars  fo r the  tot al  progra m.

Se na tor  A llott. I  h ope I get  ove r t he re  thi s ye ar  to tr y  to  te st  t he  
reactio n. I know  th at  these checks go ou t to  hu nd reds  of  lit tle
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ba rrios  all  over the place , an d tho usa nds of people. But  if  you get 
one lit tle  check,  and they don’t real ize—this is fine fo r me, I ge t the  
check, bu t we d on’t get  t he  impact on the  people of  w ha t these checks 
add up to, t hat  is my concern .

Mr. Driver. We  had about 75,000 checks  fo r com pensation and 
pens ions,  and anoth er 2,500 fo r edu cat ional benef its. That  is eve ry 
month.

Se na tor Magnuson. An d th at  wi ll be dr op ping  down, to o; won’t  it?
Mr. D river. Th e e ducat ional one w ill dro p down, and also the ben e­

fit pay ments , because most of thes e checks go fo r compensation,  no t 
fo r pensions.

Only the  scouts were e ligible  fo r pensions.
So th at  the  compensation checks  will go down, bu t no t fo r some 

tim e because when  an elig ible  veteran dies of  a service-co nnected dis ­
ab ili ty , there  the n comes into the  pic tur e the dep end ents, and there 
may be two  or  three  of  them rep lac ing  one veteran when he dies, so 
th at  th is  figu re will go u p fo r a  while.

FOREIGN RELATIO NS

Se na tor Young. Th ere  mu st be som ething wrong wi th the way  we 
dea l wi th for eig n countri es. The Ph ili pp ines  is a good exam ple. 
They have  a high er  stan da rd  of  liv ing  than  anv  of  the Asi an coun ­
tri es  ex cept .Jap an, bu t the re  is an inc reasing fee ling o f i ll w ill tow ard  
the  U ni ted Sta tes . We  mu st be  doin g something wrong.

Mr.  Driver. We find a v ery  kin dly  r ela tio nship  w ith  the  p eople we 
deal  with. The veterans organiz ations in the  Ph ili pp ines  seem to be 
aware  of  wh at we are  doin g. And there  seems to  ne a fine ra pp or t 
ex ist ing  be tween ou r co un terpar ts in Manila  and th e U.S . agencies .

Mr.  Gleason. I th in k those th at  ac tua lly  had service in World  
W ar  I I , even in Korea , wi th  us, Senator , are  very kin dly , and very 
fri endly . Others who may  not have  ha d th is  close assoc iatio n th at  
wou ld bind people tog eth er------

Sena tor  Young. Tha t may  be. tru e. But  the people as a whole  are 
beco ming increa singly  unfri endly .

Se na tor  Magnuson. It  is like  the  polit ici ans in th is cou ntry, you  
alw ays  pick  on th e b ig  guv on  the I li ll .

I  th ink when you  ge t down to the Fi lip ino you  will  find them 
fri en dly .

Mr. Ctl eason. O f course, Magsaysay  was  a gr ea t leader . Too bad h e 
was k illed.

Senator  Allott. I t  was a sad day fo r the Uni ted State s when his 
pla ne  crashed.

Se na tor  Magnuson. Al l rig ht , then .
CONST RUCTION FU NDS  FOR FAL LOU T SH EL TE RS

The only  othe r item  we have le ft  is section 303 in  which the House  
said th at —
no pa rt of any appropriat ion  contained in this act  shall  be used for the  con­
struction of fal lou t she lter s in Governinent-owued or leased buildings except 
where  specifically provided.

In  the pa rt ic ul ar  case of  the V ete ran s’ Adm inist ra tio n,  you  are ask­
ing  fo r in  the co nst ruc tion pro gra m the p erc entag e increase t ha t would 
specif ically  provide  fo r it.
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Mr. G leason. Wel l, s ir, we ju st  feel th at  thi s is inconsis ten t w ith  the 
Pr es id en t’s program .

Se na tor  Magnuson. We  know  all  abo ut t ha t.
We  hav e gone th roug h that .
An d, of course, all  these agencies are  not concerned bu t General  

Services, the Ve terans ’ Ad minist ra tio n,  a nd O CDM . Bu t it  is a m at­
te r of poli cy which we, th is comm ittee , wa nt to  speci fical ly provide , 
say , in th is  pa rti cu la r case, fo r ou r new con stru ctio n, and the n the  
House, which  is op pose d to  th is—we wi ll see wha t we do in conference, 
an d it is an im po rta nt  decision, because it  goes beyond this. Wh en we 
st a rt  we don’t know where we will  end. An d th is is the  reason for  
the House  being, gen era lly  spe aking,  opposed to thes e items.

Ju st  how fa r we sh ould go on fal lou ts and  s helte rs—I suppose t ha t 
a hospita l, if we are  going to do anything  a t all on it, the n a hos pital 
wou ld be as well just ified as a ny place  you  would th ink of. Bu t there 
is a gr ea t feel ing,  Why should  you pro vide fa llo ut  she lte rs fo r Gov­
ernm ent, employees and no t fo r the  pr iva te citiz ens?

An d it is difficult.
Mr.  Gleason. Of  course, these are  the  pr ivate citi zen s; these are 

th e citizens-----
Se na tor Magnuson. But  the y are  a spec ial class  th at  are  bein g 

tak en  care o f by the  Go vernme nt.
Dr. M iddleton. In  case of  disaster, however , th is  pro tec tion be­

comes  a c omm unity resource.
Senafor Magnuson. Bu t th is  prov ides  a  quest ion of  policy th at  we 

ar e g oing to  have  to ta ke  a look at.

Sta te m ent of C ii ie f Med ical  D irecto r

And, Dr . Middleton, we will pu t your  sta tem ent in the  reco rd in 
fu ll.

(The  sta tem ent r efer red to  fo llows :)
Mr. Chairman and gentlemen, we who are concerned with  the medical trea t­

ment and care of America’s veterans  are  most gra tefu l for the  fiscal year  15)62 
“Medical care” appropriat ion increase granted by H.R. 7445. The $987,171,000 
appropr iation tota l recommended will provide for an estimated average daily  
beneficiary load of 141,504, including  pat ien ts who will lie trea ted in the  new 
1.000-bed neuropsychia tric hospi tals at  Brecksville, Ohio, and I’alo Alto, Calif. 
More important , the  qnality  of trea tment  and care  in all VA hospi tals will be 
improved. Pa tient turnover also is expected to increase with better utili zatio n 
of our bed capacity.

We must request full restoration  of the $1,353,000 reduction  to our medical ad­
min istration ($1,103,000) and education and tra ining ($250,000) program re­
quests. Contrary  to the  assumption contained in the House of Representa tives  
repor t, the  H.R. 7445 allowance  does not provide the  same employment  in 15)62 
for medical adm inis trat ion  as in 1961. Increases in average salarie s and other 
expenses will requ ire that  37 or more cent ral and are a medical office employees 
now on duty be separat ed from the rolls. We now are  confronted with required 
part icipation in the Federal stock catalog program being monitored by the Gen­
era l Services Administra tion.  There  is great need to move forward in the field 
of automat ic data processing and to accord operational controls to our area 
medical offices. Despite  the steady increase in workloads occurr ing in Vete rans’ 
Adm inist ration medical program s since fiscal year 15155, the  adm inis trat ive  staff 
(958) now requested for fiscal year  1902 is 74 less than  the number of staff 
simi larly  engaged in fiscal year  1955 (1,032).

The $250,000 r esto ration for educa tion and tra ining activ ities  is required for 
tra ining the increased number of employees in hospi tals and clinics and keeping 
pace with the  agency’s research program. Dissemination of the knowledge 
gained through medical research is a function of the VA’s educa tion and train -
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ing program . Rese arch  advance s well may be negated if the  result s are  not 
made known to inte rest ed tre atm ent  staff in our  hospi tals and clinics. Through 
the educa tion and tra ining program , a two-way access is maintain ed betw’een 
the Vete rans ’ Adm inist ratio n and the medical  world at  large.

Than k you very  much.

Committee  Recess

Se na tor  Magnuson. I f  there  are  no fu rthe r questions, th an k you 
very  much.

We will  recess un til  2 o'clock , when we have th e In te rs ta te  Com ­
merce  C ommission.

(W hereu pon, at  11 a.m., the com mit tee recessed, to reconvene at  
2 p.m. t he  same da y.)

AFTERNOON SESSION — MONDAY, JU N E 26, 10 61

IN TER STA TE CO MMER CE  CO M MIS SI ON

STATEMENTS OF EVERETT HUTCHINSON, CHAIRMAN; HOWARD G.
FREAS, COMMISSIONER; KENNETH H. TUGGLE, COMMISSIONER:
BERNARD F. SCHMID, MANAGING DIRECTOR; AND VERNON V.
BAKER, DIRECTOR, BUREAU OF FINANCE

Request for Restoration of F unds

Se na tor Magnuson. The h ea rin g will come to o rder.
We hav e the In te rs ta te  Comm erce Commission.
F or the  r ecord, you  had $21,451,500 las t y ea r;  y ou r b udget  estima te, 

or ig inal  as well as amended, is $22,200,000; th e House  allowed  $21,- 
950,000, which  is  $498,500 over t he 1961 a mo unt, bu t is $250,000 unde r 
the budget es timate,  and you  a re  reques ting res tor ati on  of  th at  amount.

We  will pu t your  l et te r in the  re cord, wi th a sum mary of  you r j us ­
tific atio ns, and  you may proce ed with  you r stat em ent.

(The  le tte r re ferre d to  fol lows :)
I nterstate Commerce Commission,

Washington, D.C., June 8, 1961.
Hon. Warren G. Magnuson,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 

Bill for 1962, U.S. Senate, Washington, D.C.
Dear Senator Magn uso n: In reply to your  let ter  of Jun e 2, 1961, the Com­

mission appr ecia tes the oppo rtuni ty to provide y our subcomm ittee with  i nforma ­
tion rega rding the effects of the action taken by the House Appro priat ions Com­
mittee on the  appropriat ion for the Commission as provided  in II.R. 7445, the 
indep endent offices appr opr iation bill. 1962.

As reported  to the House, the bill would reduce  by $250,000 the amo unt 
included in the Pre sid ent ’s budget for  t he Commission for fiscal year 1962.

The Pre sident ’s budget recommended an app ropriat ion of  $22 ,200,000 and 2,494 
positions for the  Commission, but the House Appropriation s Committee  bill pro­
vides for only $21,950, 000 and 2,472 positions, a reduc tion of $250,000  and 22 
positions.  This  action  would seriously jeop ardize the Commission’s abil ity to 
(1 ) conduct intensive stud ies to deter mine  the advisability  of exte nding auto­
mat ic da ta process ing techniques to all its  a ctiv itie s and operations, (2 ) provide 
minimum but  esse ntial  increases needed to hand le more expedit iously  t he formal 
casew ork pending before  th e Commission an d reduce  t he so-called regu lato ry lag, 
(3 ) bols ter our  enforce ment program , and (4 ) acce lerate our resea rch and 
ana lys is activities in the field of tra nsp ort  economics.

Not only have the  budge tary needs of the Commission continued to rise, due to 
increase d workloads resul ting from changes  in legislation and by increase d
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receipts, but add itional ma tte rs are  being placed before  u s in our efforts  to meet 
contin uing changes  in the  tra nsp ort ati on  industr y, such as the growth of move­
ment of highway tra ile rs  on rai l flatc ars and on ships, reloca tion of industr ies,  
and technological developments with  respec t to th e use of new ty pes of co ntai ners  
and differ ent methods of cont ainerizat ion.

In orde r for the  Commission to perform its resp onsibilit ies properly,  the  fol­
lowing changes in II.I t. 7445 independen t offices app ropriat ion bill, 1962, as 
repo rted  to the House are deemed necessary :

On page 29, line 15, str ike  out “$21,950,000” and ins ert  in lieu ther eof 
*$22,200,000”.

We appr ecia te the opportu nity  to appear before  your  committe e in supp ort 
of the changes  requested, and to answer  any quest ions th at  you or the commit­
tee members maj- h ave on the  ac tivi ties  of the Commission.

Sincerely,
Everett H utchinson , Chai rman.

I nterstate Commerce Comm ission

JU ST IF IC ATI ON FOR APPR OPR IATION FOR THE FISC AL  YEAR  ENDING JU NE, 30 , 19 62

The estimat e for  app rop riat ion  for  the In ters ta te  Commerce Commission for 
the  fiscal yea r 1962 is $22,200,000. The budge t esti mate for  $22,200,000 provides 
for  a tota l of 2,494 positions,  an incr ease  of $748,500  and  66 positions  over the 
app ropriat ion for the cu rre nt fiscal year, including the  proposed supplemental  
est imate of $1,313,000 for the  c ost of pay increa ses auth oriz ed under Public Law 
86-5 68, approved July  1960.

The following stat eme nt shows the  tota l appropriat ion plus the addi tional 
suppl emen tal needed fo r the  c urr ent fiscal ye ar, the budget  es timate for  1962, and 
the  increases requested for  1962, deta iled to show special  acti vity  limitation s 
included in the  1961 Appropr iatio n Act.

1961 a ppr opr i­
ation 1

1962 budg et 
estim ate

Increases r equested  
for 1962

Posi­
tions

Amo unt Pos i­
tions

Amo unt Posi­
tions

Amount

General ac tiv itie s......................................... 2,175
144
109

$18,62 8,500 
1,662 ,572  
1,160 ,428

2,245
144
105

$19,374,300 
1,696 ,700  
1,129 ,000

+7 0 +$745 ,800 
+34 ,128 
-3 1, 42 8

Railroad safe ty______________________
Locomotive inspe ction ............ .................... - 4

T ot al ............................... ................... 2,42 8 21,451,500 2, 494 22,200,000 +6 6 +748 ,500

• Inclu des an esti mated supp lemental appr opri ation of $1,313,000 for pay  increases s epar ated  by  special 
act ivi ty lim itat ions as follows: general ac tivities, $1,151,500; railroad safety, $95,572; and locomotive inspec­
tion , $65,928.

General  Statement

Mr. H utc hin son. Mr. Ch air man  and members  of  the subcom­
mittee , I apprec iat e the  op po rtu ni ty  of  ap pe ar ing he re  tod ay  to 
discuss th e Com mission’s bu dg et needs fo r the fiscal ye ar  1962. The 
Indepe nd en t Offices ap prop ria tio n bil l as passed by the  House in ­
cludes $21,950,000 fo r the  Commiss ion,  which amo unt rep res en ts a 
red uct ion  of  $250,000 un de r the bu dg et  reques t of $22,200,000.

Th e budget req ues t fo r 1962 prov ide s fo r an increase  of  $748,500 
and  fo r a to tal  of  2,494 pos itio ns or  66 more than  the 2,428 au thor ­
ized fo r th e cu rren t yea r. Th e Ho use bil l would allow  44 add itio nal 
pos itions and an increase  of  $498,500 ove r the am ount ava ilab le for 
the cu rre nt  fiscal yea r.

On Ju ne  8, 1961, in response  to yo ur  le tter  of  Ju ne  2, 1961, we re­
ques ted res torat ion  of  $250,000 and the 22 pos itio ns disa llow ed by
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th e House. We also pointed out in our let ter th at  the effects  of thi s 
red uction wou ld seriously jeo pardize  the  Com mission’s ab ili ty  to—

(1)  conduc t s tudi es to  determ ine  t he  advis ab ili ty of  exten din g 
au tom atic da ta  processing  tech niques  to  all  it s ac tiv itie s and 
op erat ions ;

(2)  pro vide min imum bu t essential  increases need ed to han dle  
more exp edi tiou sly  th e for ma l casew ork pend ing  before  th e Com­
miss ion and  redu ce the  so-called  r egula tor y lag;

(3) bolste r ou r enforc ement  prog ram; and
(4) accelerate ou r research and  ana lys is ac tiv itie s in the field 

of  tran sp or t economics.
Today, I would like  to comment fu rthe r on the  im pact which th is 

red uction would have on ou r pro gra ms , and to describe brief ly some 
of  the areas in which we pa rti cu la rly  believe th at  increased ap pro­
pr ia tio ns  are  necessary  if  the  Comm ission is to efficiently ca rry  out 
its  assi gned obligatio ns an d responsibili ties .

PE ND ING WORKLOAD

Th e Comm ission’s tot al pending  workload of  pro cee ding cases as 
of  May 31, 1961, was 5,093 as com pared wi th 5,481 cases pen din g at  
the  end of May 1960. Th is is a reduct ion  of  388 cases or  7.1 percen t 
du ring  the  1-year per iod  ended May 1961. Th is reduct ion was pos ­
sibl e pr im ar ily  because of  the closing of  136 section 212 (c)  conver ­
sion cases and 375 “gra nd fa th er ” cases filed un de r the  Tra ns po rta­
tio n Ac t of 1958. Bo th of  these cate gories rep res ent a on e-time w ork ­
load . Th ere  is sti ll much gro und to be reg ain ed if the  docket of 
conti nu ing -ty pe  cases is t o be reduced  to m ore manag eab le p rop ort ion s.

As of May 31, 1961, the re were 4,994 p endin g cases oth er than  the  
so-cal led conversion  and  “gra nd fa th er ” cases. Th is  r epr ese nts  an in ­
crease of  123 ove r the 4,871 pending  at  the  end of  May 1960 an d a 
subs tan tia l increase  o ver the  a pprox im ate ly 4,000 cases p endin g ear ly 
in  1958. There  are c urrentl y pending  187 “g ra ndfa th er ” ap pli cat ion s, 
which were filed in December  of 1960, cov ering ope rat ions of mo tor  
and  wa ter  ca rri ers and freigh t fo rw ard ers  in Alask a and  Ha waii.

APPLICAT IONS  FOR MOTOR CARRIER OPERATIONS

For  the  pa st 5 years  the nu mber of  appli ca tio ns  fo r pe rmane nt mo tor  
ca rri er  o pe ratin g au thor ity  has increased, on the average , a bou t 9 pe r­
cen t each yea r. Fo r example,  2,684 such appli ca tio ns  were received in 
1955 as com pared with 4,253 in 1960. On the basis o f experience du r­
ing  the  firs t 11 mo nth s of the  cu rre nt  fiscal yea r, it appears  th at  the  
numb er of appli ca tio ns  fo r 1961 will  be about the  same as in 1959, 
or  abo ut 4,073. How ever , appli ca tio ns  received du rin g the  last 3 
months c lea rly  ind ica te t ha t receip ts du ring  1962 will probab ly exceed 
the  1960 level and  again  reflect the  increases  experienced  du ring  fiscal 
years  1957-60.

CURRENT  COST DATA

Th e con tinu ed effort by ca rri ers to ad ju st  rat es and  the  ins tal lat ion  
of  new service fea tur es  has  increased the  dem and for more  cu rre nt,  
det aile d cost da ta.  There fore, an urgent need exis ts to increase  and 
imp rove our  effo rt in these areas.
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Our  cost finding stud ies in the mo tor  ca rri er  are a a re not sufficiently 
cu rre nt  fo r the  pro per deve lopment of cost finding formu las . Th ere ­
fore , thes e studie s must be adjus ted  with wage and  pr ice  indices to 
br ing th em up  to  date . Th is is not a sa tis fac tor y m ethod. Ou r budg et 
fo r 1962 provides for makin g necessary improve men ts in thes e pro­
gram s and fo r the development of t rans po rta tio n cost data fo r measu r­
ing  com pet ition in the t ran sp or ta tio n field.

ECONOMIC RESE ARC H AN D ANA LY SIS

Many new prob lems  ar e b eing en countered by t he  tr an sp or ta tio n in­
du str y and the  Commission, and  ou r research prog ram  is not geared 
to cope wi th incr eas ing  dem ands fo r economic studie s and  analyses. 
The need fo r more  economic research  in the tran sp or ta tio n field is 
vi tal  and, to meet thi s gen era lly  recogn ized need, addit ion al fun ds 
are  requ ested in the  1962 bu dget to permit the  Commission to develop 
and  r esearch severa l of  th e more urgent  economic t rans po rta tio n pro b­
lems now pressing fo r solution . The  Commission does not have ade­
qua te st aff  to devote to these p roblems.

ENF ORC EME NT STAF F

The Commission’s enforc eme nt staff  r equ ires  imm ediate bols tering. 
Dur ing the  1960 fiscal yea r, 760 cour t cases were insti tut ed , which is 
an increase  of  63 over th e 1959 fiscal year.  The c ourtw ork  in th is area 
has incre ased  more th an  100 percent  dur ing the la st 5 yea rs.

Th e num ber  of  p endin g a dm ini str ati ve  cases inv olv ing  ra te matter s, 
ru lem aking  and  ca rr ie r fitness qual ifica tions, has  incre ased  sub stan­
tia lly . An oth er pre ssing prob lem is the  numb er of  com plaints  re­
ceived alleging that  sh ippe r assoc iations and  ag ric ul tu ra l co-ops are 
op erat ing in vio latio n of Commission regula tions.  The  1962 budget 
pro vides fun ds  f or  increa sing our  s taff  of att orneys  a nd inv est iga tors  
to han dle  the addit ion al workload and  to  reduce  inventories to a 
reas ona bly  cu rre nt  level.

MOTOR CARRIER SAFETY

As highway tra ns po rta tio n has increased, the num ber  of motor ca r­
rie rs sub ject  to ou r safety  regula tions has  increased. Addit ion al staff  
is requested  in the 1962 budget to han dle  the  incre ased  motor ca rri er  
safety  workload, inc lud ing  add itio nal  mo tor  c ar rier  field sup ervi sors  
and  saf ety  insp ectors  which  will enab le us to reduce the  excessive 
num ber  or ca rri ers for  which some offices are  now responsible.

AUTOMATIC DATA PRO CESSING

The 1962 b udget provide s fun ds to enable the  Com mission to make 
stud ies  to det erm ine  the  advisabi lity  of ex ten din g autom atic da ta 
processing  techn iques to all of its act ivi ties and  ope rations . We need 
to det erm ine  the  act ivi ties  and  opera tions  in which da ta processing 
techniqu es cou ld be applied most adv antage ous ly.

I would like  to tu rn , now, to some of the  significant, actions  taken 
by the  Commission du rin g the  pas t seve ral months to sim pli fy  pro c­
esses and, by reo rga niz ation , to improve  op era tin g efficiency and 
increase pro ducti vit y.

710 36 0 —61— e»
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PROSE CUTION AGAIN 8T VIOLATORS

In  Ja nu ar y of th is  y ea r the Di rec tor  of our Bu rea u of  Sa fe ty  and  
Serv ice was authorized  to  request court prosecut ion fo r rai lro ad  sa fety  
vio lations , wit hout ob tai nin g pr io r Commission  appro va l in each 
case. The Direc tor  of Locomotive Inspec tion  has  th is au thor ity  by 
sta tu te in m atters  concerning locomotive  saf ety .

Senator  Magnuson. Th is pu ts  the two on somewhat sim ila r basis?
Mr. H utch inson. Sam e foo tin g;  yes,s ir.
Th e Commission lat er  authorized the Di rec tor o f the  Bur eau  of In ­

quiry  and  Comp liance to recommend c rim ina l prosecutio n and  a pp ro ­
pr ia te  c ivil acti on in the  courts aga ins t vio lators  o f ou r mo tor  carrie r 
economic regula tion s. An othe r d elegation of  a utho ri ty , ef fective May 
1, makes it possible fo r the  Di rec tor  t o tak e civil injunctive action in 
most rai lro ad , oil pipelin e, wa ter  c arr ier , and frei gh t fo rw arde r mat­
ters . Wh ere  insti tut ion  of civil injunction  proceedings is r eserved to 
the At torney  General  by sta tut e, the  Di rec tor  may now make h is own 
recommendation fo r act ion  dir ect to the  J us tic e De partm ent.

FINA LIT Y OF DECISION S

One of  the Commiss ion’s most signif icant cha nge s was the ado ptio n, 
in Ja nu ar y,  of a pro ced ure  und er which  decision of the  d ivis ions are  
final, except in cases of general  tra ns po rta tio n importance.

We estimate, Mr. Chairma n, that  th is will reduce  by abo ut 700 th e 
number of pe tit ion s to  the en tire  Comm ission each yea r. In  time,  
I believe t his  chan ge, tog ether with oth ers  we have made, will reduce  
the  ave rage of cases by as much as 3 months , and will gener ally 
speed up and imp rove the decisional process in both the  simple and 
complex cases.

DELEGATION TO EMPL OYEE BOARDS

The Comm ission firs t acted  last  Ja nuar y to  d eleg ate  a dd itional in ­
form al proceeding s cases—those th at  have not been sub ject  to public 
hearings—to  new employee board s—th ree  in the  Bureau of  Fin ance 
and two in the  Bureau of Sa fet y and Service. In  mid- Fe brua ry  
thr ee  addit ion al board s were e stab lished in the Bureau of Mo tor  C ar ­
riers. And then four  addit ion al employee boa rds  were establ ished— 
two the  la tter  pa rt of Fe br ua ry  in th e Burea u of Traffic and  two  in 
the Burea u of Op erati ng  Righ ts in March.  Th is will br ing the  tota l 
of no-he aring  cases handled by employee boa rds  up near the  29,000 
per  year  mark.

I might point out,  Mr. Ch air ma n, th at  pr ior to the creation of 
these new boa rds , we had 4 boards th at  had been in ope rat ion  for 
qui te some tim e and these  4 board s were hand lin g the  total of  abou t 
11,000 cases annually .

TYPE OF CASES DELEGATED

Sena tor  Allott. What kin d of a case would come under—giv e me 
a typ ica l case tha t would come und er  this.

Mr. H utchinson . Well, Se na tor , one—we will tak e traffic, for in­
stance. The boa rd there  m igh t handle released rat es and th at  sort of
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th in g—sixth  sect ion appli ca tio ns  for advancing  effective da tes  of  
tari ffs,  which  would normally l>e effective on 30 da ys ' s ta tu tory  notice. 

Se na tor Allott. Mos tly rou tine .
Mr. H utchinson. Yes, rou tine .

RIG HT OF APP EA L

Se na tor  Allott. Now , are  these  people deprived of  any  app eal  
they mig ht have?

Mr. H utchinson . They have an appeal in ev ery case to  an a pp ell ate  
div ision of thr ee  Commiss ioners. Decisions by two Com miss ioners 
are  f inal and  they  can go to court from  the re and  the re have been over 
the  per iod  of the  last *20 years , I th ink—well, not very  many cases. 
In  othe r words, ou r experience  with  lioa rds  has  been very  good and 
the  pa rti es g ene rall y have  accepted the  boards ’ act ion.

Th is does not mean that  they do not take—in the  case of  the  Su s­
pens ion Boa rd, fo r instance, those  are  fre qu en tly  taken rig ht  on 
throug h and  some of  them  do end up in the cou rts.  But when I say 
few cases  have gone  to court , I mean few hav e gone  to court  on the  
board  decision.

Se na tor Allott. Well , you have answered my ques tion . That  is 
fine, tha nk  you.

PU RPO SE  OF DE LEGATIO N OF AUTHORIT Y

Mr. H utc hinson . Of course, the  purpose of  these addit ion al dele­
gatio ns  to boards is to fre e more tim e of  Com mission ers for con­
sid era tio n of  form al pro ceedings cases, pa rt icul ar ly  those of  gen era l 
tra ns po rta tio n impor tance,  which now run  to more  than  7,300 a year. 
Su bs tant ial ly  all cases that  can lie han dled by employees under the  
present  law have now been delega ted  to boa rds.  Co un tin g the 4 we 
had pr io r to  the reo rganiza tio n, we now hav e 16 employee lioards.  
The imp ortanc e of these  act ions was emphas ized  in the Pr es iden t’s 
recent  special message to the Congress on regu la tory  agencies.

PR ES ID ENT’S M E8 8A GE

The Pr es iden t’s message n oted th at —
Some progress in this  d irection (reducing workloads) has  alre ady  been made 

by the In ters ta te  Commerce Commission in the past 2 months, which has  dele­
gated  to intra-agency boards some 18,000 matter s which otherwise would have 
required the  attention of a Commissioner, a panel of that  Commission, or the 
Commission as a  whole.

An othe r act ion  of great  importance is the  pro ced ure  the  Com mis­
sion adopted , effective March 7, for ass ign ing  the  more im po rta nt  
cases to the dockets  of ind ivi dual Com miss ioners. Th us , every case 
which has  been the subject of an ora l hear ing becomes the person al 
responsi bil ity  of one of the  Com miss ione rs. Th is, too, helps speed  
the  d isposi tion  o f cases a nd  imp rove t he cal ibe r of  re ports . The m ore 
im po rta nt  cases are  be tte r researche d, the rep or ts are  be tte r wr itten , 
and  we believe the  decisions will have gr ea te r preced ent  v alue . Only 
the  less im po rta nt  cases are now be ing  handle d under th e fa m ili ar  pe r 
cur iam  decisional process.

Se na tor  Magnuson. Well, th is  is a mat ter , too, which has been 
under pro posal  fo r some time, because othe r th an  th at , it  place s re-
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spo nsibili ty fo r a pa rt icul ar  case with a Com miss ioner who can go 
righ t t hrou gh  as a whole and needs  to know a ll about  i t.

Mr. H utchinso n. Th at is c orrect , Sen ator.
Senator  Magnuson. And that  gives you and  the  rest of the  Board  

a be tte r chance to give advice and  conside ration in these ma tte rs,  be­
cause he will  know all abou t it?  He  will have the  responsibil ity  in 
th is pa rt icul ar  case.

Mr. H utchinson . He  does hav e the  respon sib ility in th at  case.
Sena tor  Magnuson. G o ahead.

REOR GANIZATION ACTION

Air. H utchinson. I should  men tion  the  reo rga niz ation  action of 
the  Commission  with  respect to  the  chairma nsh ip.  Our  action was 
designed to reem phas ize th at  the Chairma n of  the  Commission  is its 
chief admi nis tra tiv e and execut ive officer.

Bas ica lly,  thi s actio n str ength ened the  Ch ai rm an ’s ha nd  by elimi­
na tin g the  rep or tin g Com missioner p rocedu re and di recti ng  th e seven 
reg ulato ry  bureaus to rep ort to the  Chairma n th roug h a Vice Ch ai r­
man ra th er  tha n to the  Comm ission throug h seven ind ividual Com­
missioners .

In  addit ion , the  thr ee  proceeding s bur eau s were direct ed to rep ort 
to the  Chairman th roug h three  individual Com miss ione rs (th e ch ai r­
men of  the proceeding s div isions) ra th er  than  to the Commiss ion. 
The term  of office of  the  Chairma n will con tinu e to be 1 year . The 
Vice  Chairma n will serve  fo r 1 year and , in addit ion  to his oth er du ­
ties , will act as Chairma n of the  Commission in the  absence of the 
Chairma n.

Effe ctive May 1, the  Vice Chairma n was authorized to ins titute  
forma l docket inv est iga tions in most matt ers ar isi ng  out of the work 
of  the reg ula tory bureaus. Othe r inv est iga tive  proceedings,  such as 
those on pet itions,  will  continue to be insti tut ed  by the divis ion to 
which the  general subject matt er  is assigned.

An oth er importa nt “st ream lin ing” change is t he one which abolished 
Div ision 3 a nd assig ned its  rat e work  to Div ision 2. The oth er work 
of  the divis ion was given to Divis ion 4 which was redesig nate d as Di­
vision  3, Finance, Sa fet y,  and Service. Th is reduces the  number of 
Commission Divisions, Mr. C hai rman,  fro m four  to thre e.

These reo rga niz ations are  sound. They are  in the public inte res t. 
The y wi ll speed ou r work and  imp rove  ou r actions.

DECLINE OF COMMON CARRIER SY ST EM

Much has lieen accomplished,  but the re is stil l much to lie accom­
plish ed. The  common ca rri er  system in America is in trou ble . Th is 
means tha t th e li fes tream  of our co untry  is endang ered.

The  Senate Com mit tee on Commerce has been ho ldi ng  h earin gs  on 
the general  subject of  th e decl ine of the common ca rri er  system. The 
Commission is e qua lly concerned over the  erosion taking  plac e in th is 
vital ind ust ry.

We are  doing  ou r utmost to find ways  to reverse th is unhealthy  
trend. We wan t to continue these  effo rts—we are  constant ly seek­
ing  ways and  makin g suggest ions  to tu rn  the  curve upward.  I t is 
there fore  imperat ive  th at  the  reduct ion  be res tored if we are  to con-
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tinue to improve our own efficiency and find more effective ways of 
strengthening the foundation of our Nation’s transport system.

AV e urge you, Mr. Chairman, and members of the subcommittee, 
to carefully examine what we are trying to accomplish at the Com­
mission. We are working hard to do the job in the public interest— 
but we need your help. We respectfully request tha t the House cut 
be restored.

Mr. Chairman, this concludes my formal statement. If  there are 
any questions, I would be glad to try to answer them.

Senator Magnuson. Thank you, Mr. Chairman, for tha t review 
of the reorganization work that the Commissioners voluntarily set 
themselves to in the past year or year and a half. I think, as you 
state in your statement, we are going to see some good results.

Mr. Hutchinson. We are very hopeful.
Senator Magnuson. In the expedition of cases.

H ouse R eport

Now, specifically, the House in their  report, and I read from the 
House report, page 14:

The increase—
tha t is, the House increase—
is for  44 new jobs, including  10 hearing  exam iners  and 5 attorn ey advisers  to help reduce the l>acklog inventory of cases requ iring  hearings, which the  com­
mittee lias specifica lly allowed.

Now, what would be the category of the jobs broken down if we 
should gran t this extra  amount ? That would lie 22 more people?

Mr. H utchinson. Yes, it would, Mr. Chairman.
Senator Magnuson. And what would they be doing?
Mr. Hutchinson. There would be by bureaus, in the Bureau of 

Operat ing Rights, five attorneys  and one clerk, or a total of six. In 
the Bureau of Finance, three attorneys. In the Bureau of Inquiry 
and Compliance, one attorney. Tha t is 10. In Accounts, the Bu­
reau of Accounts, there would be two accountants. There would be 
six management analysts in the Office of the Managing Director. 
These would be in connection with the automatic data processing pro­
gram. In the Bureau of Motor Carriers, three additional employees 
and two in the Bureau of Transport Economics and Statistics. I be­
lieve tha t is 20-----

Senator Magnuson. Twenty-two.
Mr. Hutchinson. That  is 22.
Senator Magnuson. Anyway, the 22, the House specifically limits 

this to 10 hearing examiners and 5 attorney advisers. The other  22 
would be pretty well spread throughout the whole Commission ?

Mr. H utchinson. Yes; it would be spread among six bureaus and 
one office.

FIELD ATTORNEYS

Senator Magnuson. Now, the House also says :
There are  also 24 a ttorne ys in the field who are  engaged in work the attorn eys 

general could very well do, who should  be given other ass ignments.
What have you got to say to that ?
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Mr. H utchinson . This, in ou r view, would be unw orkable  in th at  
it would co mpletely demoral ize o ur enfo rcemen t effort , M r. C hairm an. 
Th is is our en tire—a ctu ally, we o nly have,  I believe, 22 att orneys  in 
the field. Th at  would be our  en tire staf f of  att orneys  plus two—I 
mean enti re field sta ff p lus  two.

In  prac tice , I th ink each  attorn ey,  on an ave rage—some more and 
some less—take  to cou rt about 25 cases pe r year,  civil and  criminal . 
Th is would  mean th at  most of these  would  not get to court because 
the re simply would  not be anyone in the field to b rin g them, take  them 
to the  U.S . a tto rney  and  help him  w ith  the case. It  goes a lit tle  beyond 
help ing.

EFFECT OF HOUSE ACTION IN  FIELD

Senator  Magnuson. It  seems to me the  Hou se action the re would  
pr et ty  much knock out  th at  whole system you  had  of  tryi ng  to do a 
lit tle  more  in the  field tha n ha vin g these  att orneys  in the  field th at  
know the  local cases, local aspec ts, and can work  with the  Ass istant  
At tor ney General  or  the  U.S.  di str ic t att orney or  whe rever the  case 
is goin g to be  trie d.

Mr. H utc hinson . Mr. Chairman, I  believe  th at  thi s would mean we 
would not have  any  civil  injunc tion  cases any  more,  because only the  
Commission can br ing those  and  I  doub t th at  we could do th at  on any 
so rt of effective bas is with just our headquart ers  s taff  or Washin gto n 
staff.

Sena tor  Magnuson. Because the  local di st ric t attorney is not going 
to give  these civil injunction cases  a ny pa rti cu la r p rio rit y if y ou have  
to work aro und th e o the r way.

Mr. H utc hinson . Ou r experience  has borne out wha t you have  ju st 
said , Mr. Chairma n. They are  busy  a nd  it is very  difficult fo r them to  
find time  to h andle  some of  these cases.

I have gotten tog ether a ra th er  det aile d sta tem ent  on th is  a rea  and 
I would  be very  glad  to f urn ish  it  f or  the  record.

Senator  M agnuson. You pu t th at  in the recor d, whatever  you have.
Mr. H utc hinson . It  shows the  effect th is would have on ou r court 

pro gram.
(The  informa tio n requested  fol low s:)

The Commission has 22 field atto rne ys in the Bureau of Inqu iry and Com­
pliance, 21 of  whom are  engaged prim arily in motor carrier enforcement. The 
impracticabili ty of the U.S. atto rneys performing the  work now done by our 
field atto rneys is apparen t when the  deta iled cha rac ter of that  work is con­
sidered.

Investiga tions of violations of the Motor Car rie r Act are  made by employees 
of the Commission and the  fact s developed in the  course of inves tigat ions are 
set forth in the investiga tors’ repo rts and supporting exhibits. In such investi­
gations  the  atto rney plays an active  pa rt (1) in the determination  of cases to 
be investigated, and (2) in counseling  the inves tigators as to the relevancy of 
the fact s to be sought and the admissib ility  of evidence to be secured.

Several avenues of legal enforcem ent action are  avail able by proceedings  in the 
Federal cour ts and before the Commission. The court action s include (1) 
criminal prosecution, (2) civil injunction  proceedings, and (3) civil forfeiture  
proceedings to secure money judgments in the na ture of a forfeitu re. The 
Commission proceedings include (1) forma l investigations with a view to ente r­
ing cease and desist  orders and with  the  possibility of suspension or revocation 
of opera ting rig hts; and (2) part icipation in application hearings for presenta­
tion of evidence bearing on applicants’ fitness. In any enforcement case one or 
more of the above procedures may be used. The i nitial recommendation as to  the
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course to lie tak en is made by the atto rney in the light of the fac ts in the investi­
gation  repo rt and othe r information avail able  in the Commission’s flies.

Of the five available enforcement action s only two are  within the assigned 
duti es of  the  U.S. attorney s; namely, criminal prosecution and civil forfeitu re 
proceedings. Section 22 2( b)  of the Motor Car rier  Act provides for injunct ion 
proceedin gs to l>e inst ituted by the  Commission or its agent. In such injunct ion 
proceedings  the Dep artm ent of Jus tice  permits the U.S. atto rneys to take  no 
pa rt therein other  than  to accept service of pleadings subsequ ent to the filing 
of the complaint by the Commission’s attorn ey. Obviously in the two classes 
of enforcem ent proceedings  before the  Commission the  U.S. atto rne y plays no 
pa rt and the field atto rney  must handle each phase of the legal work including 
making recommendations for the insti tution of the  Commission proceeding, 
introducin g evidence, cross-examining witnesses, prep aring orders, briefs, and 
exceptions and sometimes orally  argu ing the case before the Commission.

Adoption of the suggested assignm ent of the field attorn eys  to other work and 
the accompanying implication th at  enforcem ent work subseq uent to the  investi­
gations should be handled  by the U.S. atto rneys inevitably would resu lt in the 
loss of thre e effective implements of enforcement, i.e., civil injunctio n proceedings 
and the two tyi>es of Commission proceedings.

While it is true th at  a sub stan tial  portion of our enforcement actions  are  
criminal prosecut ions filed or presented by the U.S. attorney s, they rely on our 
field a ttor ney s to prepare information and, in most cases, to prep are trial briefs 
and assi st in the actua l tria l. Indeed, in many cases the U.S. atto rneys avail 
themselves  of the services of the field atto rney s to conduct the  tri al in its 
entir ety.

Th at our court enforcem ent cases involve a very sjiecialized field of law is so 
app arent as to requi re no demonstra tion. Our atto rne ys spend year s in acquir­
ing the knowledge which is so essential to the understand ing and proper  han ­
dling of our cases. Even if willing to do so, the  U.S. attorn eys  would not have 
the time  to devote to research necessa ry to afford them the  knowledge and back­
ground essent ial to effective hand ling of the cases. Seldom is the decisive fac­
tor  a legal principle of genera l criminal law. Almost always  the decisive facto rs 
ar e legal question s growing out, of the interp reta tion and applica tion of the 
Motor Car rie r Act.

It  should be emphasized th at  our attorney s work in close associatio n with the 
U.S. atto rney s in the criminal cases and civil forfeit ure  cases in which they are 
charge d with  responsibility. In no small pa rt the willingness of the U.S. at ­
torneys to file an d prosecute such cases is due to the confidence in our atto rneys 
and  knowledge that  they will rend er the gre atest assistan ce in prep arat ion and 
tri al  of the cases.

Letter F rom Brotherhood of Locomotive E ngin eers

Senator  Magnuson. We  have  a com munica tion  from the  Br ot he r­
hood of Locomotive Engin eer s, aga in on the  ques tion of locomotive 
inspectors .

Now, under the Hou se bill , how many locom otive  inspe ctor s do you 
have, as i t stands?

locomotive inspec tors

Mr. Schmid . We  would  have 50 locomotive  inspe ctors.
Senator  Magnuson. I have 109 locomotive  in spec tors .
Mr. Schm id . Mr. Ch airma n, I believe th at  is the tot al personnel in 

the  locomotive insp ect ion  work.
Se na tor  Magnuson. And the  budget  would e lim ina te fou r, t he pres­

ent budget  ?
Mr. H utc hinson . No, 1 believe it would  elm ina te thr ee  locomotive 

inspec tors  and  one cler ical  employee from  th at  sec tion ; thr ee  inspec­
tors.

Se na tor  Magnuson. As the  am ount now stands, you would elim i­
nate three.
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Mr. H utc hinson . Th ree  locomotive in spectors, yes, si r.
Se na tor  Magnuson. I) o you til ing that is wise?
Mr. H utc hinson . We do not th ink  so. We cou ld do a be tte r job 

with more  people.
Se na tor  Magnuson. Wo uld  you  put in the record  the  ad ded  amount 

th at  would be needed ove r the  budget to ret ain  these three you would 
have to e limina te?

Mr. Schmid . Over th e Presi dent ’s budge t, you m ean ?
Se na tor  Magnuson. Over the bud get,  yes. Because I understand 

the budg et itself  will e lim ina te tha t.
Mr. Schmid . Th at  is rig ht . The House merely sus tain ed the cut  

reflec ted in th e P resid en t’s budget.
Mr.  H utchinson . Th e Ho use  approved  the bu dge t.
(T he  in forma tion reque sted  follo ws: )

The amount required over and above the budget estimate to resto re the four 
positions eliminated from the 1962 budget for locomotive inspection activ ities  is 
$38,000.

TR AIN -TR UC K INVE STIGAT IONS

Se na tor  Magnuson. We also have  com municatio ns from  br othe r­
hoods in reg ard to wh eth er or  not you would hav e sufficient fun ds in 
yo ur  overall budget to make a ge nera l inv est iga tion in the  t ra in -tr uc k 
company inclusions , t ank- tru ck  inclusions.

Mr. Hutc hinson . We  have ins titute d a proceeding on th at , Mr. 
Ch air ma n, as you know.  So far , we are  ge tti ng  along pr et ty  well 
wi th it.

Sena tor  Magnuson. And you have the  amount in the r eg ular  overa ll 
budget  to go along  with t his  ?

Mr. H utc hinson . Fo r the  foreseeable fu tur e, yes. We see no need 
ove r the  budget est imate  in connec tion with thi s investigat ion at thi s 
time.

Com m u nica tion b

Senator  Magnuson. We  will also put in the  record a l et ter from the  
Assoc iation  of In te rs ta te  Commerce Commission Pract itio ners.

(The le tte rs ref erred to fo llo w:)
Association  of I ntersta te Commerce  Com mission  P rac titioners ,

Washington , D.C.,June 13, 1961.
Re II.R. 7445, independent offices a ppro pria tion bill, 1962 (app ropr iation for the

In ter sta te Commerce Commission)
Hon. Warren G. Magnuson ,
Chairman, In ter sta te and Foreign  Commerce Commit ter,
Senate Ofliee Building, Washington, D.C.

My Dear Sen at or : I am writ ing you on behalf of the association to express 
the earnes t hoj>e that  your committee, in giving consideration to this  hill, will 
resto re to  the appro pria tion  for the In ter sta te Commerce Commission for the cur­
rent fiscal year the reduction of $250,000 made in the House. As I believe you 
know, members of this association, with others, have worked closely with the 
Commission and its  staf f during the past  2 years as members of a si>ecial ad­
visory committee  on Inters tat e Commerce Commission pracet ices and pro­
cedures. In tha t work we have gained insight into  the problems of achieving 
effective adm inis trat ion by the Commission of the  tremendous subs tant ive area 
of jurisdict ion which has been delegated to it prim arily because of the tre ­
mendous and increasing workload thus  imposed. The adviso ry committee  found 
tha t there were substan tial  areas of improvement which could be accomplished  
through internal changes and we have been extrem ely pleased to find that  the 
Commission has  acted swiftly  and comprehensively to ini tia te those improve­
ments which are  with in i ts power to accomplish.
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Th e Co mm iss ion  ca nn ot  fu nc tion  eff iciently  an d eff ec tiv ely , ho wev er,  in li ght 

of it s ve ry  la rg e wor kloa d w itho ut an  ad eq uat e st af f an d re la te d se rv ices  an d 
fa ci lit ie s.  It  is appare n t th a t in th is  tr ansi ti onal pe rio d,  wh en  th e Co mm iss ion  
is ad op tin g new pr oc ed ur es  an d a new  metho d of  ap pr oa ch  to  it s prob lems, con­
gres sion al  su pp ort  th ro ug h an  ad eq uat e ap pro pri a ti on  is an  es se ntial  st ep  in se ­
cu ring  th e im pr ov em en ts  in th e ad m in is tr a ti ve pro cess , th e need  fo r which  has  
bee n so wi de ly rec ognized.

Very tr u ly  yo ur s,
D avid G. Macdonald.

Brotherhood of L ocomotive E ng ineers ,
Tacoma, Wash., May 19,1961.

Hon. W arren G. Magnuson ,
Chairman, Commit tee on In ter sta te and Foreign Commerce,
U.S. Senate , Washington, D.C.

Dear Senator  Magn uson : W ith re fe re nc e to  th e  Bud ge t B ure au’s reco m­
m en da tion  th a t th e  ICC  ap pro pri at io n  be cu t to  th e exte nt it  wo uld el im in at e th e 
po si tion s of th re e loc om oti ve  in sp ec to rs .

As you  kno w th e loc om oti ve  en gi ne er s re pr es en te d by th is  co mmitt ee  a re  vi ­
ta lly  co nc erne d w ith  th e  locomoti ve  insp ec tio n as it  now ex is ts  an d we ca n 
re ad il y  see th a t an y cu t in  th e pre se nt st af f wo uld  re su lt  in mo re  fl ag ra nt ab us e 
of  th e  Fed er al  in sp ec tio n ru le s by  th e ca rr ie rs . A revi ew  of th e i»enal ties  an d 
fines as se ssed  th e va riou s ra il ro ads wo uld  no do ub t re ve al  th a t th es e i>enal ties  
an d flues a re  in di re ct  pr op or tio n to  th e am ou nt  of inse pe tio n giv en the ra il ­
ro ad s ; we, th er ef or e,  be lie ve  th a t an y re du ct io n in in sp ec to rs  wo uld cr ea te  un­
told  in cr ea se  of pe na lty de fe ct s to th e loc om oti ves in se rv ice .

W e urg en tly requ es t th a t you  use th e  good  inf lue nce of  yo ur  office to  pr o­
te st  an y redu ct ion in the ICC  ap pro pri at io n  by th e Se na te  A pp ro pr ia tio ns  Com­
m itt ee .

You r s incerel y,
G. H. R uss , General Chairman.

Car Service  Area

Senator Magnuson. Now, how many field offices do we have?
Senator  Allott. Before we leave this, I have also had called to my 

attention  the effect that this might have on the car service. We ear­
marked the locomotive inspection. The car service area is not ear­
marked; is tha t correct?

Mr. H utchinson. Well, that is the same situation, Senator Allott, 
as in connection with the locomotive inspectors. The Budget cut our 
request and the House sustained the Budget. This was a reduction of 
three car service employees.

Senator Allott. The same as locomotives, exactly.
Mr. Hutchinson. That is right.
Senator Allott. So that under the budget request, you would be 

without these three ?
Mr. Hutchinson. That is correct, sir.
Senator Magnuson. You might put in the record the amount that 

would he for those, too, in case we decide they should he in.
Mr. Hutchinson. Yes.
(The information requested follows:)

Th e am ou nt  re qui re d ov er  an d above th e bu dg et  est im at e to re st ore  th e th re e 
po si tio ns  el im in at ed  from  th e 1962 bu dg et  es ti m ate  fo r ea r se rv ice ac ti v it ie s is  
.$32,000.

FIELD OFFICES

Senator Magnuson. Now, how many field offices do you have? 
Mr. H utchinson. Thirteen.
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Se na tor  Magnuson. Pu t in the  record if you do not have it o ffhan d, 
wha t would be the rat io  o f the  num ber  of  employees in the  field offices 
as com pared to the Wash ing ton  office from  last year  and this, 1962? 
Wo uld  the re be more in the  field or less in the  field or  vice versa?

Mr.  H utch inson. We  will have to su pply that.
Se na tor  Magnuson. Su pp ly th at for  (he record.
Mr.  H utchinso n. Yes.
(T he  in forma tion requ ested follo ws: )

The distr ibut ion of Commission employees between cen tral  office (Wash ing­
ton. D.C.) and the field offices for  the fiscal year 1961 and the  budget estimate 
for  fiscal year  1962 is as follows :

1961 1962

Pos it io ns Per ce nt ag e Pos it io ns Per ce nta ge

C en tr a l offic e____________ _____ ________ _____ 1,614
814

66.5
33 .5

1,662
832

66. 6 
33. 4F ie ld  off ice .......... ............. .....................................

T o ta l................... .................................................. 2,428 100.0 2,494 100.0

CONSOLIDAT ION OF SMA LL BU SINE SS  ACT IVIT IES

Senator  Magnuson. Because you will recal l on many occasions, 
pa rti cu la rly  up in fron t of our  committ ee, th at  we have been hope­
fu l th at  the tre nd , if there  is going to be any tre nd  o f new employees, 
the re should be more, as you have delega ted  wi thin the  Commission  
itse lf, as much delega tion  as possible within the field, because of  the  
cost to lit igan ts,  the cost, pa rti cu larly  in the  m oto rtruck field, because 
th at  stil l is pr et ty  much small busin ess aro und the  country .

Mr. H utc hinson . Tha t is correc t, Senator.
Se na tor  Magnuson. And they cannot  afford to come back here fo r 

everything.
Se na tor  S choeppel. I would like  to  ask wh eth er the re has  been any  

effort  made  to consolidate  some of  your  field offices, c onsolid ate  t he ir  
acti viti es?

Mr. H utc hinson . We have  thi s unde r stu dy  at  the  mom ent, Sena ­
to r Schoeppel, and  we have act ua lly  consolidate d some wi thin recent  
years. Fo r inst ance—th e num ber  of  field offices has  act ua lly  been 
reduced from 16 to  13. I do not know ju st over  wha t per iod , bu t 
the re has been some reduct ion there. We have only  13 now an d we 
have the  whole field org ani zat ion  unde r stu dy  at thi s very  moment, 
Se na tor  Schoeppel.

Se na tor  S choeppel. In  your  jud gm en t, that  consolidation down to 
the  present  13, has th at  p roven gen era lly  sat isfactory?

Mr. H utc hinson . Yes;  I th ink it is.
Se na tor  Schoeppel. You do not con tem pla te red ucing  them fu r­

ther  at th is time, with out the  benefit of  wh at your  stu dy  shows?
Mr. H utc hinson . No ; we do not.
Se na tor  Schoeppel. I see. Th an k you.

VIOL AT ION IN  GRA Y AREA

Se na tor  M agnuson. Now, I  notic ed th at  you men tioned, of  course, 
the  thing  tha t the  Commission and  the  Sen ate  Comm erce Com mittee,
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all of  us have been disc ussing for a lon g time  rega rd ing  the whole 
common ca rr ie r system,  which—I do not wan t to belabo r it  here 
and  go  into any  d eta il,  bu t you say the  C omm ission  is concerned with 
thi s and  is seek ing ways and  means and  suggestion s to do wh at we 
can to remedy this.

Now, would  th at  be involved in a continuing  study by the Com ­
mission of what  we like to call the vio lations in the  gray  area?

EFFORT TO IMPROVE COMPLIANCE

Mr. H utc hinson . Well, it is a continu ing  effort tow ard  impro vin g 
the  compliance.

Sena tor  Magnuson. Compliance?
Mr. H utc hinson . Compliance with the  act, which, of  course, in 

tu rn , wou ld reduce or min imiz e the  so-called gray  a rea.  Some  o f the 
pr inc ipal areas of  concern now are  in the ag ric ult ural  co-ops  and  in 
the  sh ippe r associations th at  buy and  sell or leas ing  of equipment 
and a ll of  these a reas , Se nator , th at you are f am ili ar  wi th.

Se na tor  Magnuson. Yes, and  of  course, you could only  do as much  
in th is field as the law prov ides .

Mr. H utch inson. Tha t is correct.
Se na tor Magnuson. Bu t the re is sufficient ap prop ria tio n in here  

fo r you  to continue thi s ac tiv ity , to look into these  area s?
Air. H utch inson. Yes, I th ink  so, Sen taor. I f  the cut is restored, 

I  th ink we wi ll co ntin ue to  move forw ard.

TOTAL HEARING  EXA MIN ERS

Sena tor  Magnuson. Now, you have 10 new he ari ng  exam iners . 
How  man y do you have  all  together?

Mr. H utchinson. We have  now 114, that will be 124.
Sena tor  Magnuson. Are  they  all out of  the  Wa shington  office?
Mr. H utchinson . All except one. We have one examin er in San 

Francis co.
Se na tor  Magnuson. Why is it you have one the re and  not  in the  

oth er field offices ?
Mr. H utchinson . I suppose dis tance has  som ething to do with it. 

I t  is qu ite a good stretc h to  the west coast.
Ac tua lly , th is is a car ryo ver from  an ea rli er  day , when we had a 

heari ng  exa miner  in each of the  mo tor  ca rr ie r dis tricts , Mr. Cha ir ­
man.

Se na tor  Magnuson. I remember when you did.
Now, is it  th at  they  did  not have  enough work  in these dis tricts , 

or  what was i t th at  grad ua lly  brought them in he re ?

Adm inist ra tiv e P rocedure Act

Mr. H utch inson. I th ink the re were a num ber  of  reasons why 
the y were dra wn  in. One  is that the  Ad mi nis tra tiv e Pro ced ure  Act 
passed in 1946 requires the  rotat ion  of cases ins ofar  as it is pr ac ­
ticable.  I was not aro und the n, but I th ink  the  Commission  found 
th at  ha ving  exa min ers  in the  field com plicated  compliance,  com pli­
cat ed  the effort  to comply with th is prov ision in the  Ad minis tra tive 
Procedure Act.
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Senator Magnuson. But you still can send them out into the field? 
Mr. Hutchinson. Oh, yes.
Senator Magnuson. And you do this, do you not ?
Mr. Hutchinson. Oh, yes, we hold hearings in the area involved, 

for the convenience of the parties.

RAILROAD MERGERS

Senator Magnuson. Now , speaking of hearings in the field, how 
many railroad mergers have you got before you now? How many 
filed ? Can someone answer that ?

I am speaking of applications.
Mr. Hutchinson. Applications pending.
Senator Magnuson. Yes, formally filed.
Mr. Baker. At present, there are 35 applications pending under 

section 5(2). They are not all strictly mergers. Some of them are 
acquisitions of control, some trackage rights, and the like. But under 
section 5(2) of the act, there are 35.

Senator Magnuson. But a great number of those are actual merger, 
are they not ?

Mr. Baker. There are quite a number.
Senator Magnuson. Applications for actual mergers.
Mr. Baker. Most of the big cases we have before us actually involve 

acquisitions of control through stockownership—for example, the 
ones involving the  Baltimore & Ohio Rail road, that is a stock control. 
The one involving the Western Pacific is stock control. Southern 
Railway has an application for control of the Central of Georgia.

POLIC Y ON MERGERS

Senator Magnuson. I suppose any time you have a merger, you have 
some stock manipulations that have to be handled for any merger. 
But generally speaking, they involve the problem of putting  together 
two or more railroads?

Mr. Baker. Unification of control, certainly.
Senator Magnuson. Now , I think  it is correct, and correct me if it 

is not, it is my understanding and I ask this  not only for  myself and 
members of this committee, hu t for every Senator I have talked to 
that has been involved in the areas where the applications have been 
made, with maybe some exceptions righ t close by here, have expressed 
concern about whether or not the Commission was going to hold hear­
ings in these particu lar cases in the field. I think we would like a 
restatement of what your policy is going to be on that.

Mr. Hutchinson. This can be done. Hearings will lie held in the 
field and I think indications at the present time are that insofar as 
those applications in the West are concerned, an etfort will be made 
to hold a hearing in every State that  is involved.

Mr. B aker. Substan tially so.
Senator  Magnuson. I know it is going to be difficult to determine 

exactly every point, but I think that they want to be assured that 
there will lie the opportunity for these hearings for people to be heard.
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Mr. H utchinson. It  certainly is our  purpose to give everyone the opportunity.
Senator Magnuson. That was my understanding  and I have so said to many of the Senators who have asked me and people who have been interested in this matter , because there is a great interest in it. I suppose the Commission gets the same amount of mail we do from dif­ferent people who are concerned about this ?

INTERVENTION IN WESTERN PACIFIC CASE

Mr. Tuggle . Senator, this morning, I signed an order permitting  
82 different parties to intervene in the Webern Pacific case. Tha t indicates the interest in the proceeding.

Mr. Hutchinson. That will give everyone an opportunity  to be heard who has an interest  and, as I say, perhaps something can be worked out so that the hearings can be held in most of the States involved.
Now, we do not think we can hold two hearings in one State and one in another, but it will be worked out for the convenience of 

interested parties.
Senator Magnuson. You have to work it out, I realize. So that, timewise, without pinning the Commission, as we would not want to, down to certain dates, some of these hearings will be held in the fall, will they not?
Mr. H utchinson. Yes, they will be held right straight through.
Senator Magnuson. You will not get many in the next month or two.
Mr. Hutchinson. Summer is usually a little slower than the rest of 

the year.
RAILROAD LOANS

Senator Magnuson. How many applications for railroad loans do we have now in front of the Commission—well, let us say, for how many loans have have we guaranteed and how many are pending under 
the 1958 act ?

Mr. Tuggle . I can answer that, I think.
We have approved guarantees for loans to 10 different railroads, aggregating slightly over $120 million.
Senator Magnuson. $120 million, that  is 10 roads.
Mr. T uggle . We have applications pending from five other roads, aggregat ing about $27 million. Two of those are in process of being 

closed before the month is out.
Senator Magnuson. What are the five pending? Do you know 

those offhand?
Mr. T uggle . I can tell you. There is an application for $3% mil­lion for the Monon, one for  $15 million from the Jersey Central and one for $1 million from the Boston & Maine, one for $6 million from 

the M-K -T, one fo r a million and a half from the  P ittsbu rgh & West 
Virginia.

Senator Magnuson. Was the New Haven in there?
Mr. Tuggle . No, sir.
Senator Magnuson. Have they made a recent appl ication?
Mr. Tuggle . We have no New Haven loans pending.
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OCDM FUNC TIO NS

Sena tor  Magnuson. II ow does the  OCDM  get into  th is act  und er  the 
1958 act ? Th at  is a d iffe ren t pro pos ition ?

Mr. T  uggle. It  is und er  the D efense P rod uc tio n Act.
Sena tor  Magnuson. The y can ask fo r loans,  too, can th ey not ?
Mr. T uggle. Yes, sir.
Sena tor  Magnuson. Ar e they g uaran tee d ?
Mr. T uggle. They can be gua ran tee d o r d irect loans from the  Tr eas­

ury  D epartme nt.
Se na tor  Magnuson. Are  they covered with c ollate ral  ?
Mr. T uggle. Usual ly.
Sena tor  Magnuson. Usu ally  w ith  c oll ate ral?
Mr. T uggle. Yes, sir.

NEW  HAVEN PROBLEMS

Senator  Magnuson. We are  all familiar , I guess, wi th the  New 
Ha ven’s prob lems, bu t are  you fa m ili ar  wi th a rece nt appli cat ion  
made by the  New H aven ?

Mr. T uggle. I know the re is one pend ing .
Sena tor  Magnuson. Th is is no t to the  ICC, th is is to  OCDM.
Mr. T uggle. As I understand it, the appli cat ion  was made to the  

Treasury  D epartme nt.
Se na tor  Magnuson. I thi nk  OCDM has to  OK  it.
Mr. T uggle. I th ink it is required that OCDM has  to ce rti fy  th at  

it is essential to th e nat ion al defense .
Se na tor  Magnuson. Do they ever  ask you about these  things, the 

OCD M, b efore they  ce rti fy  it ?
Mr. Hutc hinson . We  have a request from  the  D irecto r of OCDM, 

Mr. El lis , in connection  with thi s ap pli cat ion  tha t is now pen ding.
Senator  Magnuson. Because the re were some sta tem ent s made , I 

thi nk , over the weekend about it, in the  p ress o r so mething . Bu t I am 
gla d to get th is cleared up, because I was not qui te sure  wh eth er they 
came to you fo r advice for th ei r ce rtif ica tion  o r whether they  just  went 
ahead and  did  it, th is pa rti cu lar case. I suppose th is is on the  basis  
of defense.

Mr. Hutc hinson . Yes, it is.

DEFENSE PRODUCTION ACT PROCEDURE

Can  you comment on that , Di rec tor  Baker , just  what the  procedure  
is?

Mr. Baker. Well, the  basis under section 3.02 is tha t they must-----
Mr. H utchinson . Th is is 3.02 of  the  DP A.
Mr. Baker. Un de r th e Defense Prod uc tio n Act,  it must be ce rtifie d 

as essential to nat ional defense in o rder  to be el igible .
Mr. H utc hinson . And the Di rec tor  of OCDM  has  asked  us fo r a 

recomm endation in connection with wh eth er he shou ld issue a cer tifi ­
cate of essent iali ty?

Mr. Baker. He has asked for a rep or t on the fac tual aspe ct, as to 
whe ther or  not these pro jec ts covered by the  loan appli cat ion  are  
essential  to the  nat ional defense and fo r yo ur  recommendation as to 
wheth er or not he should issue a certif icate.
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Se na tor  Magnuson. A cert ifica te. So that the  In te rs ta te  Com ­
merce Comm ission  does have a lit tle  to  say about the  fac ts th at  would 
lead up to them  to  jus tif y their  ce rtif ica tion ?

Mr. H utc hinson . In  an adv isory cap aci ty.
Se na tor  Magnuson. Yes.
Mr. Baker . I might  say also th at  we do have an appli cat ion  pe nd ­

ing  be fore  t he  IC C fo r au thor ity  unde r section 20a of the  act to  issue 
notes in evidence  o f th is loan.

Se na tor Magnuson. Any  oth er questions?
Se na tor  Allott. I would like to say  t ha t I like very  much t he  efforts 

the  Commission  has  made  to delega te au tho rity. Both  las t year  and  
the  year  befo re Congress,  and  pa rti cu larly  thi s committee, wen t into  
th is mat ter very tho rou ghly with them . Since the  IC C is an arm o f 
Congress, I hope  th at  your  efforts to  speed  up th is caseload will not 
end with a sta tic  situa tion which you have  now created in case you 
find any  of  them do not work, but th at  you will keep go ing  in an 
att em pt  to accelerate this .

OSA INTERVENTION BEFORE REGULATORY AGENCIES

I hav e a couple of  ques tions on anoth er  mat ter with rel ation  to 
your—a re you famili ar  with the resolution of  the Na tion al Asso ciat ion 
of Ra ilroad and Util iti es  Com missioners governing  the  interv ent ion s 
of GS A before  re gu lat ory agenc ies?

Mr. H utc hinson . Only in a g ene ral  way. I have  heard abou t it.
Mr. Allott. I)o  you know wh at the co ntents  are ?
Mr. H utc hinson . I c ann ot say tha t I am famili ar  wi th t he  con tent s, 

Sen ator.
Sena tor  Allott. Do you feel, from the stan dp oint  of  yo ur  staff , 

th at  the  inte rve ntion  o f ( ISA  is necessary  in rat em aking  matters , ot he r 
than  to rep res ent the  Go vernme nt as a c ustomer?

Mr. H utc hinson . Wel l, I th ink the  Comm ission’s posit ion  has  been 
and  is that  it welcomes interv ent ion  by GS A and  oth ers  who repr e­
sent a use r intere st. In  oth er words, as long as they rep resent  the 
interests  of  th e Government as a tra ns po rta tio n user , then we welcome 
thei r app ear anc e. But beyond th at , I do not see any need  fo r such 
interv ent ions. In  the case of  the  Commission, I do not know that  
thei r interv ent ion s hav e gone beyo nd this .

Sena tor  Allott. In  your situa tio n, do you call upon yo ur  staf f to 
provide, in case it  has not been developed in a case, the  inf orma tio n 
which would deve lop on the  record , ade qua te evidence which would 
pe rm it the Commission  to de termine wh eth er the  overall  pub lic in ­
terest  is be ing  served ?

Mr. H utchinson . Yes, we do th is,  Senator . Not often,  but we do 
it wheneve r and  as often as we feel that  the pub lic interest would be 
served by such  interv ent ion  by Commiss ion counsel.

GSA FUNC TIO NS

Se na tor  A llott. In  oth er words, it is your  pos ition th at  the GS A 
has  a fun ction to preserve, to asse rt when it  appears  in be ha lf of  the  
Governme nt as a  user  or customer , but t ha t it has  no functions beyond 
th at  in the fundam ental  areas of  rat em aking , such as policym aki ng, 
ra te  o f re tu rn , capit al investment,  and th ings  o f th at  so rt.
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Mr. H utchinson. I th ink th at  sums  it up gen era lly  very  well, 
Sen ator.

Senator  Allott. Th an k you very much.
Senator  Magnuson. Have  they appeare d in any  o f y our cases down 

the re?  I)o  you remember?
Mr. H utchinson. Yes, they have appeare d in qui te a number of 

cases ; mostly they  ap pe ar  in rat e ad jus tm en t cases. Pe rhap s Com ­
miss ioner F reas  can reme mber.

Mr. F reas. As fa r back as I can remember, and that goes back be­
yon d my time  as a Commissioner,  I th ink the y have  appea red  in 
every one of the ra ilr oa d cases, gen era l ra te  increase proceedin gs. 
They also a ppear ed  in a  number of the  ot he r cases.

Senator  Magnuson. For  gene ral rat e increases like  r ail road , where 
the  Governm ent is by fa r the  biggest user , they have app ear ed in 
those , have they not, reg ula rly ?

Mr. F reas. They have  lieen app earin g re gu larly , yes.
Senator  M agnuson. Down ther e, as fa r as you know,  th ey have  not 

appeare d beyond thei r functio n of prote cti ng  the Governm ent as a 
use r ?

Mr. F reas. T would say the re have  been cases in which they  have 
gone  beyond the  fun ction of a mere user . I th ink that  is what the  
con troversy is about.

Se na tor  Magnuson. Wo uld  that  be a du pli ca tio n?
Mr. F re as. I th ink  the  Commission is charg ed with looking  af te r 

the  public inte rest  and  to the  exten t anoth er  G overnment  agency goes 
beyond the  int ere st of  th at agency as a user , I th ink  the re is a certa in 
amount of  dupl ica tion.

RESPO NSIBILITY  OF COMM ISSION

Senator  Allott. Com miss ioner  Freas, you are  cha rged, as a Com ­
mission, with  seeing  tha t fa ir  rate s are set and  th at  the  inte rest  of the 
public is pro tected ; a re yo u not ?

Mr. F reas. Th at  is rig ht .
Senator  Allott. So th at  the  pub lic cannot  be gouged and so th at , 

using  the  ca rri ers as an exam ple, it get s a fa ir  ra te  of ret urn?
Mr. F reas. In so fa r as that  is possib le under the  economic circum ­

stances.
Senator  Allott. Th at  is right.  So th at  any  at tempt  to dupli ca te 

th is fun ctio n of  t he  Commission would  at least tie duplic ati ve ; would 
it not ?

Mr. F reas. Th at  i s the  way I look at it.
Sena tor  Allott. Ju st  one oth er th ing , I th ink it migh t be wise to 

br ing  out, Mr. Ch air ma n, is that if GSA, which is a big  and pow er­
ful arm  of the  Gove rnm ent , should get too— assert too much effort and , 
by some chance , should get a rate  which is a ctu ally too low by reason 
of  the  fact th at  it might  have asserted  itself  in othe r fields, to  th at  
exten t you would have  dam aged the  othe r user s of that  pa rti cu lar 
ca rr ie r;  would you not ?

Mr. F Reas. Of  course, we would try to preven t that , reg ard less o f 
any  activit y they  m igh t exert.

Sena tor  Allott. I underst and that , but  if  they were successful in 
it in any instance , they would  have to  do it  at the  expense of  some 
othe r user?
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Mr. F reas. I th ink tha t would  follow.  
Mr. Ai.lott. Th an k you.

TRAVEL ALLO WANC E

Sena tor  Magnuson. Wh at abou t your  travel  allowanc e th is year? 
W ha t did  the  House do? What is th ei r lim ita tion, or  d id they leave 
it off?

Mr. Sciimid . They reduced  it by $37,655.
Se na tor  Magnuson. To what figu re ?
Mr. Sciimid . Un de r the  House bill tra vel would  be redu ced  to 

$1,331,535. Par t of  thi s is at tr ibut ab le  to the  fact  that  the y reduc ed 
some of the  pos itions where trav el would be requ ired .

Se na tor  Magnuson. W ha t I am tryi ng  to say to you, do you th ink 
the l im ita tio n is too—th ere is no lim ita tio n, I see.

Mr. Schm id . No.
Senator  Magnuson. So you are all rig ht  th ere.
Mr. Sciimid . The budget amoun t would be the  only lim ita tion.
Se na tor  Magnuson. But they do not have a flat lim ita tio n th is 

yea r.
Mr. Sciimid . Bu t, Mr. Ch air ma n, if we h ad the  full  amount of  our 

budget res tored,  th is  would be au tom atical ly res tore d and  would su p­
por t the  new pos itions th at  have been dele ted.

Sena tor  Magnuson. Yes.
Se na tor  Schoeppel,  do you have  any  ques tions?
Se na tor  Schoeppel . I do not believe I have  any  fu rthe r questions .
Se na tor  Magnuson. 1 do not eit he r, and  if the re is n othin g fu rth er , 

tha nk  you very  much fo r coming.
Mr. H utc hinson . Th ank you, sir.
Se na tor  Magnuson. We are  ad jou rned  un til  10 a.m. tom orrow 

morning.
(W hereu pon, at  2:50 p.m., Monda y, Ju ne  26, 1961, t he  subcom mit­

tee adjou rned , to reconvene at 10 a.m., Tuesday,  Ju ne  27, 1961.)
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U. S.  Cap ito l, Ho n. W ar re n G. Ma gnuson  (c ha irm an ) pres iding.
P re se nt:  Se na to rs  Magnu son, Ro berts on , Monron ey , A llo tt,  Sm ith  

an d Schoeppe l.

GENERAL SERVICES ADMINISTRATION
STATEMENT OF BERNARD L. BOUTIN, DEPUTY ADMINISTRATOR,

GENERAL SERVICES ADMINISTRATION; ACCOMPANIED BY WIL­
LIAM P. TURPIN, COMPTROLLER; J. H. MACOMBER, JR. , GENERAL
COUNSEL; ROBERT T. GRIFF IN, ASSISTANT ADMINISTRATOR FOR
CONGRESSIONAL AND PUBLIC AFF AIRS; MALCOLM D. MILLER,
ACTING COMMISSIONER, TRANSPORTATION AND PUBLIC UTIL­
ITI ES; T. A. KENNEDY, ASSISTANT COMMISSIONER, TRANSPOR­
TATION; F. W. DENNISTON, ASSISTANT COMMISSIONER, PUBLIC
UTILITIE S; RAYMOND E. ODOM, DIRECTOR OF BUSINESS SERV­
ICES AND SMALL BUSINESS; AND ROBERT T. DAVIS, DIRECTOR
OF LEGISLATION

Appe ara nces Before R egulatory Agencies

Sen at or  A llott (p re si d in g).  The  c om mittee  wi ll come to  o rder .
Mr . Bo ut in , t he  D ep ut y A dm in is trat or , is w ith  us.
Off  th e rec ord .
(Disc uss ion  off th e reco rd.)
Se na to r Allott. On  th e record .
Thi s session th is  m or ni ng  w as ca lle d fo r th e pu rpos e o f go ing in to  

th a t phase of  the  ac tiv iti es  o f GSA  re la ting  to ap pe aran ce s be fo re  the 
re gu la to ry  age nci es of  th e Fe de ra l Gov ernm en t an d the S ta te  re gu la ­
to ry  age ncies in wh ich  th e Fe de ra l Go ve rnmen t it se lf  is a co ns iderab le 
us er  or  c ustom er.

F ir st  of  all  I th in k  fo r the reco rd we sh ou ld  tr y  to find  ou t how 
man y of  t he  p eople , th e perso nnel,  o f GSA  are inv olv ed in th is  work.

Mr.  Bou tin . Mr . Cha irm an , I wo uld  lik e to  re fe r th a t quest ion  to 
Ma lco lm Miller , who is ou r Act in g Co mmi ssi on er of  Tra ns por ta tion  
an d Pub lic  U ti lit ie s Di vis ion .

Mr . M illf.r. Se na to r,  th er e is a tab ul at io n of  th e d at a on t hat  subjec t 
on pages 1126 and 1127 of  th e Ho use hea rin gs .

Sen at or  Allott . W hi ch  pa rt?
Mr. M ille r. P a r t I,  p ages  1126 an d 1127.
(T he ta bu la tion re fe rr ed  to fo llo ws:!
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TOTAL POSITIO NS

Mr. M iller . You wi ll notice th at  there  ar e 39 pos itions in T rans po r­
ta tio n and Public Ut ili tie s Serv ice, shown at  the  bottom of the  first  
colum n, who are  engaged in th at  act ivit y. Moving  to t he  four th  col­
umn you will note-----

Se na tor  A llott. Wa it a minute, now. How  man y did  you say, 39?
Mr. Miller . Tha t is rig ht . Tha t is at the  bot tom  of the  firs t 

colum n.
Se na tor  A llott. W ha t p age  ar e you on ?
Mr. Miller. 1127.
Se na tor  Allott. All  rig ht .

PERSONNEL FOR LITIGATIO N FUNCTION

Mr. Miller. The n moving ove r to the  fo ur th  column you will note 
an allocation of the  time  of those 39 person s direct ed to  the lit iga tio n 
fun ction , which is 21.3 m an-yea rs for these  39 persons. I might ex­
pla in that  they are  e ngaged  in oth er acti viti es, pa rti cu la rly  the  nego­
tia tio ns  of rat es  d irectly with the  carriers  or  ca rr ie r groups .

Se na tor Allott. So th is would be the  amount of  tim e of  these 39 
persons which would be 21.3 over 39?

Mr. Miller . Tha t is righ t, sir.
An d to th at  has  been add ed the  time  of  att orneys  engaged in the  

rep res entat ion  fun ction, which is d irectly below th at  figure, of 12 p er ­
sons, pa rtl y professional , 7.5 m an-y ears  of pro fessional  service , and  4.5 
years  of  cle rical  service. To  t ha t we h ave also added what migh t be 
cal led  the overhea d time of  the  agency , a t ota l of 4.3 m an-y ears , fo r a 
to tal  of 37.6 man -years  in the  agency as a whole fo r th is pa rti cu la r 
fun ctio n.

EXPEND ITURES FOR FUNCTION

And  then if  you will move over  by columns , you will  find wh at the 
exp enditure s of the  agency are  f or  the  tw o types of cases, $220,600 fo r 
ut ili ty  services and $169,600 fo r tra ns po rta tio n cases, wi th a to ta l a t 
the bottom rig ht -han d corne r of the  pag e of  $390,200 fo r the en tire 
rep resent ation activity in the  li tig ati on  field.

Sena tor  Allott. Now as I  in te rp re t th is,  the  37.6 man -years  tim e 
and  th e $390,200 represent  th e to tal  personnel appli cat ion  an d th e to tal  
expense of th is opera tion ?

Mr. Miller , Yes, sir.
Mr. Boutin. That  is cor rect, si r.

ENG INEE RING  EXPENSE

Senator  Allott. W ha t about engin eering expense?  Do you have 
any  en gineer ing  expense  outs ide  of th is  ?

Mr. M iller . You mean  by way of  ou r technician s, ra te  eng inee rs
and th ings  o f t hat  sort ? . .

Senator  Allott. Ra te  engineers, techn icia ns,  and th at  sor t of  th ing .
Mr. Miller . Yes, s ir ; th at  is in cluded in the re.
Se na tor  Allott. T hat  is incl uded in thi s? Th is is all of the pe r­

sonnel ?
Mr. Bout in. Even inc lud ing  the  admi nistr at ive opera tions func­

tions .
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CONSULTANTS

Mr. Miller. Senator, excuse me, I  am informed it does not include 
our outside consultants.

Mr. Denniston, can you give us the figure on that?
Senator Allott. While lie is getting that, it does include the general 

administra tive activities of personnel who are active, or  supervisory, 
in this area?

Mr. Miller. Yes.
Mr. B outin . Those are consultant figures, Mr. Denniston, you are 

going to give us now ?
Mr. Miller. Mr. Chairman, we do not now have any consultants 

on any of our  cases. I can give you a total figure for the years 1957, 
1958, 1959, and I960 of $78,275.32. That is a 4-year figure and is-----

Senator Allott. From 1957 to I960, inclusive, $78,000?
Mr. Miller. Yes. The detail of that data has been furnished 

this committee as an attachment to a letter to the chairman dated 
May 2, 1961.

(Theinformat ion re ferred to follows:)
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CARL HAVOEN, ARIZ.. CHAIRMAN
RlCMAMO RUSSELL. GA. 
otNNir CHAVEZ. N. MEX.
• LLEN J. ELLENOER. LA. 
LISTER HILL. ALA.
JOHN L. MC CLELLAN. ARK.
A. WILLIS ROBERTSON. VA. 
WARREN G. MAGNUSON. WASH. 
SREBSARD L. HOLLANO. FLA.

JOHN O. RABTORE. R.l.
ESTES KERAUVER. TCNN.
A. S. MIKE MONRONEY. OK LA. 
ALAN BIBLE. NEV.
ROBERT C. BYRO. W. VA.

STYLES ■RIDGES. N.i 
LEVERETT SAL TON ST ALL. MASS. 
MILTON R. YOUNG, N. OAK.
KARL E. MUNOT. S. OAK. 
MARGARET CHASE SMITH. MAINE 
HENRY DWORSHAK. IDAHO 
THOMAS H. KUCMEL. CALIF. 
ROMAN L. MRU SKA. NEBR.

ANDREW R. SCHOERREL, KANS.

'TUCnitcb S e n a te
C O M M IT T E E  ON A PPR O P R IA TIO N S

March 2k, 1961
HUBERT H. HUMRHREV. MINN.

EVERARD H. SMITH. CLERK 
THOMAS J. SCOTT. ASST. CLERK

The Honor able Joh n L. Moore 
A dm in is tr at or
Ge neral  Ser vic es  A dm in is tr at io n 
18 th  & G S tr e e ts , N.W. 
Wa shin gton 25 , D.C.

Dear Mr. A dm in is tr a to r:

The re p o rt  o f th e  Se na te A ppro pri at io ns Comm ittee accompanying 
th e  a c t pro v id in g  1961 app ro p ri a ti o n s fo r  th e Ge ne ra l Ser vic es  
A dm in is tr at io n re ques te d  th a t  GSA " c a re fu ll y  re ap p ra is e"  i t s  
a c t i v i t i e s  in  th e tr a n sp o rta ti o n  and  u t i l i t y  re g u la to ry  f ie ld .
The re p o rt  fu r th e r  ex pr es se d th e  Comm itte e' s co nc ern ov er  in cre as in g  
bu dg et  re q u ests  and  a ll e g a ti o n s  o f d u p li c a ti o n  by GSA o f work p e r­
formed by th e  re g u la to ry  ag en cie s.  The re p o rt  co nc luded by s ta ti n g  
th a t  th e  Committee wou ld ex pl or e th e  m att er more f u l ly  befo re  th e  
nex t bu dg et  p e ri o d .

In  view o f th e  Com mit tee ' s re p o rt,  I  would  l ik e  to  re q u est,  on 
b eh a lf  o f th e  Subc omm ittee  on In de pe nd en t O ff ic es and  Ge neral  Govern 
ment M att ers , in fo rm at io n  from whi ch a de te rm in a ti on  can  be made as  
t o :

1) The sco pe o f th e a c t i v i t i e s  o f GSA in  th e  re g u la to ry  
f ie ld  and  th e na tu re  o f  i t s  p re se n ta ti o n s  befo re  
re g u la to ry  ag en ci es ;

2)  Those are as o f GSA's a c t i v i t i e s  in  th e  re g u la to ry  
f i e ld  whi ch pro duce  s p e c if ic  sa vin gs and  e f f ic ie n c ie s  
fo r  th e  gov ernment;

3) The ty pes  o f a c t i v i t i e s  which  ha ve  le d  to  a ll e g a ti o n s  
th a t  GSA's work d u p li c a te s  th a t  o f  th e re g u la to ry  
ag en cie s.

There  a re  se v era l quest io ns on th e  a tt a ch ed  sh eet which id e n t i fy  
more p a r t ic u la r ly  th e in fo rm at io n  from which  i t  seems to  me th es e  
th ree  det erm in ations co uld be made.
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You may have assembled  some o f t h i s  m a te ri a l as  a p a r t o f th e  
re a p p ra is a l which th e  Committee re ques te d  and  th e re fo re  would  wish  
to  gi ve  us  th e  b e n e f it  o f any co ncl usi ons whi ch you draw  from i t .
I  am su re  th a t  th e  Sub com mit tee wou ld be  p le ase d  to  have  yo ur  p re se n t 
co ncl usi ons o r any in fo rm ation  th a t  you ca re  to  gi ve  us as  to  th e 
p ro gre ss  bei ng made on th e  re q uest ed  re a p p ra is a l.

D ii s in fo rm ation , wh ich  I  hope yo ur  s t a f f  can  make a v a il ab le  a t  
an e a r ly  d a te , w il l pro vid e a b e t t e r  under st an din g of th e  sco pe of 
yo ur  p re sen t o p era ti ons as  w ell  as  f a c i l i t a t e  d is cu ss io n  a t  t h i s  
y e a r 's  heari ng . _

WGM:ggm
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M ate ri a l fo r  Stu dy by  Sub committee on In de pe nd en t O ff ic es
and General Government M at te rs

1 . Scope and  Nature o f A c ti v it ie s

Resume o f ca se s in  which GSA in te rv en ed  from 1957 to  da te , 
showing th e  com mission  o r co u rt , d a te , do ck et  number, 
p o s it io n  ta ken  by  GSA and  ru li n g  o f com mis sion, o r co u rt . 
Sup ply  excerp ts  from  th e d ec is io n s d is cu ss in g  GSA's 
ev iden ce  and  co n te n ti ons,  p a r t ic u la r ly  w ith  re sp e c t to  
o v e ra ll  le v e l o f earn in gs,  r a te  bas e,  r a te  o f re tu rn , 
ex pe nses  o r  th e  gra n ti ng  o f c e r t i f i c a te s  o f conv en ien ce 
and  n e c e s s it y .

2.  Are as Pro du ct iv e o f Id e n ti f ia b le  Sa vin gs

How does GSA c a lc u la te  sa vi ng s which r e s u l t  from  i t s  
( l )  t r a f f i c  management program , (2 ) u t i l i t i e s  management 
pro gra m,  (3 ) n eg o ti a ti o n  o f l e s s  th an  t a r i f f  r a te s  and 
(4 ) in te rv e n ti o n s  in  com mission  pro ce ed in gs in  which 
c a r r ie r s  o r  u t i l i t i e s  were no t perm it te d  to  in cre ase  
r a te s  to  e x te n t re quest ed . Id e n ti fy  th ose  ca se s in  which 
ch ar ge s to  th e  gove rnment would  c o n s ti tu te  le 86 th an  30$ 
o f th e  t o t a l  ch ar ge s in volv ed . Id e n ti fy  th ose  ca se s in  
wh ich  GSA's p re se n ta ti o n  was li m it e d  to  th e  le v e l o f r a te s  
and  ch ar ge s f o r  p a r ti c u la r  c a r r ie r  o r  u t i l i t y  se rv ic es 
us ed  by  th e  governmen t as  d is ti n g u is h e d  from  p re se n ta ti o n s  
which wou ld e f f e c t th e  le v e l o f r a te s  o f a l l  sh ip pers  o r 
u se rs . Id e n ti fy  th os e ca se s in  which  GSA's p re se n ta ti o n  
co nc erne d m att e rs  o f reg u la to ry  p o li c y  to  be  fo llo w ed  by 
th e reg u la to ry  ag en ci es  in  pe rf or m in g i t s  r e s p o n s ib i l i t ie s

3.  A ll egati ons o f D uplica ti on

Id e n ti fy  th e  pr oc ee di ng s whe re th e  p u b li c  was re p re se n te d  
by  s ta f f s  o r co un se l o f comm iss ion s, re p re se n ta ti v e s  o f 
S ta te  A ttor ne ys  Ge neral  o r sp e c ia l co un se l employed to  
rep re se n t th e  pub li c  in te r e s t .  Give  th e  names o f GSA 
co un se l and w itnes se s mak ing ap pe ar an ce s and  th e  names 
o f o th e r employees in vo lv ed  in  th e  pr oce ed in g, id e n ti fy in g  
any  a tt o rn ey s  o r expert s emp loye d on a p e r diem b a s is .
What re cord s are  a v a il a b le  to  show th e  t o t a l  day s sp en t 
in  p re pari ng  and  p a r ti c ip a ti n g  in  ca se s in c lu d in g  tim e 
sp en t in  t r a v e l .
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M AY 2 1961

Ho norable  V. sr r e a  G, K'agnusoa
Ch air ma n,  Ind epe ndent  o ff ic es Su bc om mitt es
Com mitt ee  on App ro pr iatio ns
United Sta te* Senate
Washington  25, D . C.

Dea r l~ r . Ch airma n:

Tour le tt er  of  fearch 24 , ac kn ow led ge d by  my  l ett er  of  htarch  31 , 196 1, 
refe r*  to  the pa rt ic ip at io n in  re gu la to ry  acti v it ie s by  Gen er al  : er e ic e s  
Adm in is tr at io n and re ques t*  sp ec if ie d  info rm at ion.

Your  sp ec if ic  qu es tion s are  an sw er ed  a s  fo llo w s:

1. GSA pa rt ic ip at io n in  re gu la to ry  acti v it ie s is  pu rsua nt  to  act io n  
20 1( a) (4 ) of  the Fed er al  I  r ep er ty  and A dm in istr at ive e r v ic e s  Act of 
1949. as  am ended (63  5ta t . 363 ; 40 U .fc .C . 4« 1) , and the so -c a ll ed  AGC 
le g is la ti on  (70 Ma t. 1012 ; 50 U .S . C . 491) wh ich  d ir ec te d  tha t re gu la to ry  
pro ce ed in gs  invo lv ing the A ir  Forc e se m i* au to m at ic  grou nd  en viro nm en t 
(S A G i)  sy st em  be in acc or d wi th Se ct ion 20 1( a) (4 ). ou r pre se nta tions 
ha ve  be en  dir ec te d so le ly  to  t he  Gov er nm en t's  in te rest  as a co ns um er  or  
sh ip pe r in te re st ed  in the lo w est  re as on ab le  ra te s con si st en t with the  
serv ic e  re quir ed . This ha s includ ed , among othe r th in gs,  su bm issi on
of  ev id en ce  a s  to  co st of  ca pital  in pu bli c uti li ty  and  co mm un icat ion c a s e s , 
or  othe r ap pr op ria te  is su e s  in  the par ticu la r c a se .

2.  The ar ea  of  t h is  act iv ity  which ha s bee n m os t pr od uc tiv e of  sp e­
cif ic  sa vi ngs  is  in the fi el d  of  c om m un icat ion u ti li ti e s , whe re  ve ry  
su bs tant ia l re du ct io ns  ha ve  be en  sou ght b y G5A and bee n gr an ted  by  
com m is si on  ac tion  or  the  vo luntar y act  of  the  u ti li ty . In a dd iti on , sa v­
ing s in the  fo rm  of  av oida nc e of in creases ha ve  re su lt ed  in so -c a ll ed  
"g eneral in c r e a se " c a se s  in which G^A has par tici pat ed . x ff ic ie n c ie s 
ha ve  re su lt ed  in  a nu mb er  of  c a se s  whe re  Gc A has urg ed a ne ed  and  co m ­
m is si on s have gr an ted op erat ing cer ti fi ca te s or  per m it s au th or is in g 
carrie r  serv ic e  re qu ired  by  t he  Gov er nm en t.
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3. The types  of a ctivit ies  which have led to allegations that GSA's 
work duplicates that of regula tory age ncies appear to rela te prima rily to 
general inc rea se ca se s,  objection is  also  raised to participation in any 
cases other than those involving 'dis crimin atio n. "

The specifi c information l ist ed  in the  enclosure to your let ter  is  submitted 
in appendices  A and B enclosed . As to the las t item  in your enclo sur e,
GSA has not in the past  maintained records which would show the total 
days spent in preparing and participating in cas es , although such record*  
have been kept since July 1, 1960, for TV US personn el. Est imate s have 
been prepared,  however,  which separate the time and coat of the em­
ployee s working on these ca se s which provide in our judgment a reasona­
ble indication of the cost of th is work at the p resent  t im e. This Is submitted 
as Appendix C.

In connection with the reap praisal which the Committee sugg ested be  made, 
our review Is nearing conc lusion and wi ll be avai lable  for you prior to the 
hear ings by your committee on the 19o2 appropriations.

Sincerely yours
JOHN L. MOORE

E n clo su re s -  A dm in is tr ato r
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AP PE ND IX  A

CSA REG ULATORY ACT IVITIE S IN 
CASES IN WHICH IT INTERVENED FROM 

J U L Y  *» l 9 *6 tF Y  1 9 S 7 ) T O  DA TS

1, Sco p* and Na tur e of  A cti v it ie s

A ca se -b y -c a se  su m m ar y ia  attach ed  as Ap pendix B, In so .n e 
in st ance s It Is  d if fi cu lt  to  se le c t an ex ce rp t fr om  the  dec is io n  
wh ich  Is fu lly In fo rm at iv e,  but th os e give n are  bel ie ve d ad eq ua te . 
Com plete cop ie s of any sp ecif ic  d ec is io n s ca n be su pp lie d,  if  
d esi red .

2. A re as  Pro du ct ive of  Id en tif ia bl e Sa ving s

The fo llo win g metho ds  are  em pl oy ed  to  ca lc ula te  sa vin gs from  the  
Indic ate d pro gr am s:

(1)  Tra ff ic  Man agem ent Pro gr am . T ra ff ic  man ag em en t 
Im pr ov em en t pro gra m s,  alt ho ug h pr od uc tiv e of su bs ta nt ia l 
sa vi ngs  and ben ef it , are  not gen er al ly  su sc ep ti b le  of  m easu re­
me nt  la  te rm s of  d o ll a rs . Sa ving s are  th er ef ore  not or din ar ily 
ca lcula te d In th is  pro gr am . Cer ta in  of the man ag em en t a c ti v i­
ti e s  wh ich  are ass ocia te d  with ra te  ne go tiat io ns are , ho wev er . 
Inc luded In (3)  bel ow .

(2)  U ti li ti es Man agem ent P ro gra m . As In the  case  of tr af fic 
man ag em en t, u ti li ti e s  man ag em en t Is  not su sc ep tib le  of dol la r 
m ea su re m en t and sa v in gs.  A few In st an ce s of  sa vin gs re po rted  
In the pa st , wh ich  w er e la bel ed  u ti li ti e s  m an ag em en t, la  fa ct  
w er e re la te d to  re gu la to ry  pro ce ed in gs  and are  so  re po rted  
her ei n .

(3)  Neg ot ia tion s of  le s s  than ta ri ff  ra te s .

a . Re du ction  la  Fre ig ht Rates  or  C har ge s.

(1)  Red uc tio ns  In fr ei ght rate s or  ch arg es  are  comp uted  by 
mul tip ly ing (1)  the  d if fe ren ce be tw ee n the  pu bl ish ed  ta ri ff  ra te  
and the  ad juste d ra te  by  the weigh t of the m ate ri al shipp ed or  (2)  
by the d if fe re nce  be tw ee n the  pu bl ish ed  ta ri ff  ch ar ge  and th e ad ­
ju sted  ch ar ge  fo r ea ch  sh ip m en t ma de .
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(I) Reductions  from adjustments obtained In cl ass ificatio n 
ratin gs are computed by determining the difference  between 
the former clas s rate and the adjusted c la ss  rate  and multi­
plying  by the weight of shipments made.

b.  Transit Arrangements.

Reductions for transi t arrangements negotiated with c ar rier s 
are  computed by subtracting from  the com mercia l rate from  
the transi t point to the ultimate destination,  the sum of the 
transi t rate (balance out) from the tran sit point to the ultimate 
destination and the transi t charge , and multiply ing the diffe rence 
by the weight of the mater ial  shipped.

c.  Reduction in Ac cesso ria l Service  Charges .

Savings in ch arges for ac ce ssor ia l serv ices  are  computed by 
subtracting the adjusted charge from the published tari ff charge  
and multiply ing by the quantity of ser vic e used .

d. Other -  Management Improvement.

Where Improved methods lead to econ omies or avoidance of 
premium cha rge s, the savings are computed by determining 
the difference between the charges as proposed to be shipped 
and as  actua lly shipped.

(4) Interventions in Commiss ion Proce edings . Where reduct ions in 
charges are  sought and rec eived, the spe cif ic savings  a re com­
puted by applying the amount of  reduction to the Governm ent's 
annual b ill . Where ten-year contracts or known lo ng-term  usage 
is  involved, the ten -ye ar savings is also  computed.

Where uti liti es have not been  permitted  to increase rates to ths 
extent requested  (so -cal led  general inc rea se cne es)  n factor 
designated "avoidance o f increase, " ra ther than "savings" has 
been computed in ths review submitted here with . This factor  
is determ ined by computing the annual increase to the Govern­
ment under the company proposal and subtracting from it ths 
inc rea se to the Government under the actual increase allowed  
by the Gom mlsslen. It i s understood that when ths General
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Ac coun tin g Offi ce  re vi ew ed  th e sa vi ngs  co mpu ta tio ns  of  TP US 
at  the re ques t of  yo ur  co m m it te e in 19 57 , on* uti li ty  ge ner al  
in crease  c a se  was  inclu de d in tha t rev ie w , P re su m ably  t he  
me thod  of  co mpu ta tio n was  ap pr ov ed .

A su m m ar y of  th es e sa vi ngs  and  av oida nc e of in crea ses  la  
at ta ch ed .

Extent of  Go ve rn men t In te re st : In ea ch  c a se  includ ed  in Appen dix  B , 
th er e ha s be en  in di ca ted wh eth er th e G ov er nm en t's in te rest  invo lved  
le e e  than 39% of  the ch ar gee  Inc lud ed in  tha t p ro ce ed in g. A wo rd of  
ex plan at ion la re quir ed  with re ep ect to  the  V ir gi nia  E le ctr ic  Po wer  
Go. m at te r Ha ted  under th e North Car ol ina pro ce ed in g.  Th is ha s 
bee n li st ed  as be ing not m ore  than 30$. of th e to ta l a s  th is  was  true  
wi th  re ep ec t to  the  tw o sc hed ule s of  rate s under d ie cu aei on . In the  
en su in g vo lu nt ar y ee tt le m en t by  t he  co m pa ny , how ev er , a new  sc he du le  
was  pu bl ishe d of  wh ich  th e Go ve rn men t w ill  be  th e so le  u se r , although 
et her  co nsu m er s m ay  la te r  u ti li se  th e sc hed ule . Gas es  of  op er at ing 
au th orit ie s,  whi le  no t invo lv in g ch argee , gen era ll y  rep re se nt 190% 
Gov er nm en t in te rest .

G5A P re se nta ti ons:  In ea ch  c a se  we  ha ve  dis tingu is hed  be tw ee n th es e 
de al in g with  sp ecif ic  ra te s or  is su e s  as dle ting ui eh ed  fr om  in ves tiga­
tio n*  of ge ner al  ra te  s tr u ctu res.  V-hea GSA p rese n ts  ev id en ce  in  the  
la tt er  pro ce ed in gs,  for ex am ple  in  ge ner al  in crease  c a s e s , the p res­
en tatio n of  is su e s  on c o st of ca pital  or ra te  of  re tu rn  or  ot he r broad 
is s u e s , dea l with th e ju st if ic ati on  of fe re d by th e co m panie s fo r the  
In crease s la the Gov er nm en t's  ch argee . On such  is s u e s , it  is  not  
p oss ib le  to  ee pa ra te  th e G ov er nm en t's co nsu m er  in te rest  fr om  tha t 
of an y ot he r cu st om er.

Reg ul at or y 1 ol tc y:  R el ati vel y  few  pro ce ed in gs de al  with re gula to ry  
p oli cy  a s su ch . Ex am ples  of  such  c a s e s  whe re  GSA has  in te rv en ed , 
how ev er , are the pr oc ee din g of  t he  C al ifor ni a Pu bl ic  U ti li ti es Com­
m is si o n  on the tr ea tm en t of  a ccele ra te d  de pre ci at io n fo r ra te -m ak in g 
p u rp ose s,  and the Ra ilr oad F ase en ger  Tr ain  D ef ic it  ca se  of  th e fcit er-  
st ate  C om m er ce  C om m is si on . In ot he r c a s e s , GS A's p rese nta tions 
de al  with th e sp ecif ic  is su e s  in the part ic ula r c a se , and th is  ha s be en  
tr ea te d a s  not  invo lv ing re gula to ry  p oli cy  in  c la ssi fy in g  th e c a se s  in 
Ap pendix B .
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3. Allegations of L qplicat len

The list ing  indicates  those  instances  where com missio n staf f or 
counse l, representativ es of State Attorneys General or spe cia l 
counsel represe nt the public inter est . The exact extent to which 
this  constitutes "public1' representat ion wil l, of c ou rse, depend 
on the particular  jurisdiction. For exam ple, in ca se s before the 
fede ra l Communications Commission appearances  are made for 
the Common Carrier Bureau of that Commission.

The des ired information with r espect to GSA c ounse l, wi tne sse s 
and consultants is  included in Appendix C. There has been in­
cluded, in addition, the Instances where lump sum contracts have 
been made with consultants.

In list ing  counsel, all names have been l ist ed  although, due to 
the length of some  proceedings, resignat ions  or other personnel 
changes have required substitution of counse l during the pro­
ceed ing.

Att.
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I

B.

S U M M A B T

A. Annual 10-Y aar
1. P ly  Ash. (1954) 9 50 0,00 0 9 5, 000,0 00
2. P r iv a te  L ie s Te lep ho ne  (19 58) SAGE 10,0 00,0 00 10 0, 00 0,0 00

Other Govt. 4 ,5 00 ,0 00 45,0 00 ,0 00
3. We stern Unio n Pl an  SS (19 58) 78 3, 33 2 7 ,8 33,3 20
4 . B la c tr lc  Ra tes - VBPCO (19 40) 16 0,00 0 1 ,6 00,0 00
5. AT4T (L in co ln  T ll la aook) 34 ,3 72 36 3,72 0
6 . Ge nera l T e l.  Co. o f MW 2,2 80 22 ,8 00
1. West Co ast  T e l.  Co. 5, 40 0 54 ,0 00
8 . AT4T (C a li f . Water & T e l.  Co.) 18 ,3 22 18 5,22 0
9 . AT4T (Con . T e l.  Co.  o f  lou a) 754 7.540

914,0 04,6 42 91 40 ,0 46, 620

Avoid ance o f U cr ogge
A»»W t Do cket «o .

$ 63 ,0 00 ICC 32290
* y ICC M-13452

68 ,800 ICC 23944
33 ,8 60 NJ 10049

45 4,00 0 Md. 5423
17 1.50 0 NJ 10444
14 1,93 4 C al.  39309

5,90 0 Md. 5554
30 ,0 00 DC 35 94 , Case 456

28 0,00 0 MT 16548
62 ,5 00 PCt ( to  he as si gn ed )

♦ y VA B-2 2
82 ,7 00 MT - 18011 4 18013

1 ,9 00.0 00 PCC 11445
2,0 00 ,0 00

11 8, 90 52 /
PCC 11446
C olo . 17404

95 ,4 19,3 86
Texas 18354-T

CjM *
LCL Betas
B i l l s  o f Lading Su rcharge 
In cr ea se d P rt Ra tes DC Macro Ar es 
MJ B a ll  Te lep ho ne  Co.
CfcF o f Maryland (T elep ho ne )
P u bli c  Sa c.  E le c tr ic  4  Caa Co. 
P a c if ic  Te lep ho ne  & Teleg ra ph  Co. 
B al tim or e Caa 4 B la c tr lc  Co. 
Wa shingt on Caa Light  Co.
UT Talaphon a Co.
Waatam Union  Co.
V ir g in ia  B la c tr lc  lo v e r  Co.  
C onso lidat ed  Ed iso n Co.  o f  MY 
A sn ri cs n Talaph ona  4 T ala gr.  Co. 
Western  Union Co.
P u bli c  Sac.  Co.  o f Co lor ad o 
In cr ea se d Katas  6 Cha rges

y  S p e c if ic  pro pos al  ia vo lv ed  only  one  c a r r ie r . How ever, ap pr ov al  o f th ia  pro po sa l 
co u ld , i s  a f f e c t ,  have e sta b li sh e d  a p raced aat,  and a p p li c a ti o n  o f  th ia  pr ec ed en t 
to  th e a a t la s te d  s ix  e l  11 le e  h i l l s  o f la d in g pro ce ss ed  an nua lly by th e Govern* 
s e a t  co ul d hav e resu lt ed  in  in cr ea se d  sh ip p in g c o s ts  o f an a s t la s te d  13 ,0 00 ,0 00  
ann ually .

2 / In clud ed  in  S p e c if ic  Sa vi ng s L is t .

3 / Baaed on th e C o^ aay 'a  nia isa aa  pro po sa l as  co ap ar ed  to  au th ori se d  in crease  
th e G o v t. ’ s annu al av oi da nc e o f in cr ea ae  i s  est im ate d  to  he 11 18, 90S . Based  
on th e C o lo n y 's  ear ja w  pr op os al  th e G o v t. 's  aasnial av oida nc e o f in cr ea ae  
i s  ast is M te d to  be  9406 ,3 40.

(ATTACM8WT HO. 1)

71 03 6 0 — 61 ------ 71
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APP EN DIX  B

G ENERAL SE RV IC ES  AD MIN ISTR AT IO N

MATT ER S FO R STUD Y BY SU BCOM M IT TE E ON IN DEPE N DENT O FFIC E S 
AND GENERAL GO VE RN MEN T M A TTERS.  1961

SUMM ARY OF
REGULA TO RY PA R TIC IP A TIO N  BY GSA

CA SE S ENTER ED SU BS EQ UE NT  TO
JU LY  1, 1956 (F Y 1957)

F e d e ra l C o m m is s io n s
R a te s

R eg u la to ry
P r in c ip le

O pera ti ng
C e rti f ic a te

FPC 2
FC C 15 1
ICC 17 2 5
CAB 3 1
FM B 3 4 1

TO TA LS  - 5 40 7 6

S ta te  C o m m is s io n s

G eorg ia 1
C ali fo rn ia 2 2
N ort h C a ro li n a 1 -
N ev ad a 1
C olo ra do 1 -
T ex as 3 1
M aine 1
M ar yla nd 2 -
New York 2 -
D.  C. 2
Ne w J e r s e y 2 •
Il li n o is 1

TO TA LS  - 12 18 3 1

TO TAL 58 10 7

GR AN D TO TA L 75

A p ri l 12, 1961

A v era g e  c a s e s  p e r  y e a r  

A vera ge  ra te  c a s e s  p e r  y e a r

15 .7 9

12.2 1
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FPC
RATES

1 . T i t l e  o f C ase : E l Pas o N a tu ra l Gas Company

2. Do cket Number: G- 17929 an d RP 60 -3

3 . R e g u la to ry  Ag en cy : F e d e ra l Pow er Co mm iss ion

4 . Date o f I n te rv e n t io n :  Ca se ' G-1 79 29 , Ja n u ary  18 , 19 60 ; RP 6 0 -3 ,
May 6 , 1960

5 . B r ie f  Resume o f C ase : A p p li c a ti o n s  by  th e  com pan y f o r  a u th o r i ty  to  
In c re a s e  n a tu r a l  ga s r a t e s  ha ve  bee n p e rm it te d  under  bo nd  w it h o u t 
h e a r in g  to  d e te rm in e  th e  r e a s o n a b le n e s s , j u s t n e s s ,  o r  e le m en ts  o f 
d is c r im in a t io n ,  I f  a n y . The money th e n  c o l l e c t e d  under  bond  i s  now 
in  e x cess  o f $ 1 0 0 ,0 0 0 ,0 0 0 . The F e d e ra l Go ve rnmen t p u rc h a se s  la rg e  
q u a n t i t i e s  o f n a tu r a l  gas  In  W es te rn  an d S o u th w est e rn  S ta te s  fro m 
d i s t r i b u t i n g  com pany cu s to m e rs  o f th e  El  Pa so  N a tu ra l Gas Company.
The P e d e ra l Pow er Co mmissio n has no t s e t  an y o f th e  a p p l i c a t io n s  so  
f i l e d  fo r  th e  h e a r in g .

6 . P o s i t io n  o f GSA: GSA's  I n t e r e s t  In  t h i s  m a tt e r  w i l l  be c o n f in e d  to  
th e  e f f e c t  th e  In c re a s e s  c o l l e c t e d  under  bon d w i l l  u l t im a te ly  ha ve  on 
th e  b i l l s  p a id  by  th e  F e d e ra l Gov er nm en t. GSA 's I n t e r e s t  In  th e  m a tt e r  
I s  from  th e  p o in t o f  vi ew  o f  th e  Go ve rnmen t as  a co nsu m er,  an d re d u c­
t io n s  an d re fu n d s  w i l l  be  u rg ed .

7 . R uli ng  o f  r e g u la to ry  ag ency : No h e a r in g  to  d a te

8 . S av in gs to  Gov ernm en t: -  -  -  -

9 . G overn m en t' s i n t e r e s t  I s  n o t mo re th a n  30X o f  t o t a l .

10 . G overn m en t' s p r e s e n ta t io n :  No h e a r in g  to  d a te

11 . GSA's  p r e s e n ta t io n  w i l l  no t co n c e rn  m a t te r s  o f  r e g u la to ry  p o l ic y  to
be  fo ll o w ed  by  th e  r e g u la to ry  a g e n c ie s  in  p erf o rm in g  I t s  r e s p o n s i b i l i t i e s

12 . P u b li c  r e p r e s e n ta t io n :  No h e a r in g  to  d a te

13 . Names o f GSA C ounse l:  No h e a r in g  to  d a te

14 . Names o f Go ve rnmen t w i tn e s s e s :  No h e a r in g  to  d a te

15 . No a t to r n e y s  o r  w it n e s s e s  w i l l  be  em pl oy ed  on  a p e r  diem  b a s i s .

16 . E x c e rp ts  from  d e c is io n s  d i s c u s s in g  GSA's  e v id en ce  and c o n te n t io n s :
No h e a r in g  to  d a te .
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1 . T it le  o f Case: Southern  Na tura l Gas Company

2 . Docket Number: G-20509

3. Reg ul at or y Agency: Fed er al  Power C om is si on

4 . Date o f In te rven ti on; Jan uary 26 , 1960

5 . B r ie f Resume o f  Case:  South ern  f i le d  ra te s w ith FPC to  in cr ea se  i t s  
re ve nu es  $7 ,7 56 ,5 63 , or an in cr ea se  o f 8,3%, I t  i s  e s t ia a te d  th at  
Government pu rcha ses are in  ex ce ss  o f $2 M il li o n  annuall y,

6 . P o si ti o n  o f GSA: GSA sou ght to  min imize or av oid in c r e a se s ..  GSA 
urged th at the  cost  o f c a p it a l coa puted  by th e GSA w it nes s at 5,78% 
be ap plied  to  a ra te  base  o f the type  th e C oaais si on had foun d proper  
fo r  the Coapany in  the p a s t.

7 . Ru lin g o f re gu la to ry  agency: (I nte ri m  Order D ec is io n ) The C om is si on  
found th at the ra te s  and ch ar ges proposed  by the Coapany are un ju st  
and un reason ab le and are,  th erefo re, di sa ppr ov ed . The C om is si on  
dir ecte d  th e Co ^a ny  to  de si gn  rev is ed  ra te s th at w i l l  r e su lt  in  a 
rate  o f  re tu rn  o f 6.52% on the Conpany’ s ne t o r ig in a l co st  ra te  base .

8 . Sa ving s to  Government: -  -  -  -

9 . Government’ s in te r e s t  i s  no t more than 30% of t o t a l ,

10. Government’ s prese n ta ti on  was d ir ecte d  to  le v e l  o f ra te s o f a l l  
sh ip pe rs  or u ser s . (G enera l ra te  st ru ctu re)

11 . GSA’ s p rese n ta ti on  di d ho t con cer n m at ters  o f re gu la to ry  p o li cy  to  be 
fo llow ed  by th e reg ula to ry  ag en ci es  in  perfo rm ing  i t s  r e s p o n s ib i l i t ie s .

12 . Pub lic  rep re se nta ti on : FPC s t a f f  Counsel  and Tec hni ci an .

13 . Names o f GSA Co un sel: Clarence J .  Koontz

14 . Names o f Government w it ness es ; James K, Macintosh , GSA

15 . No att orn ey s or w it ness es  were employed on a per  diem b a s is .

16 . Bx cepr ts from d ec is io n s d is cu ssi n g  GSA’s ev id en ce  and conte nti ons;

(S ee  att ach ed  sh eet)
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UNITED STATES OF AMERICA 
FEDERAL FWKR COMMISSION

RE SOUTHERN NATURAL QAS CO.

S outh er n  and s t a f f  a re  in  ag re em en t th a t  th e  w ei ghte d  avera ge  c o s t o f  deb t c a p i t a l  f o r  Sou th er n  a s  o f  Decemb er 31 . Iy 59, i s  *».25 p e rc e n t,  un a th a t  as a d ju s te d  fo r  th e  re f in a n c in g  o f  bank  n o te s  in  th e  c o s to f  de bt  i s  b.l*5 p e rc e n t.  GSA’s w it n e ss  comp ute d S o u th e rn ’s w ei gh te d aver ag e c o s t c f  deb t to  be  3 '9 ^ 6  p e rc e n t,  b u t t h i s  i s  bas ed  on th e  o r ig in a l  amo unt  c f  deb t s e c u r i t i e s  is s u e d  r a th e r  th an  on th e  am oun t o f  deb t s e c u r i t i e s  o u ts ta n d in g  a t  th e  tim e c f  th e  h e a r in g , and u n d e r s ta te s  th e  c o s t o f  deb t which  S outh er n  w il l  ex p e ri en ce  because  o f  th e  f a i l u r e  o f  t h i s  meth od  to  r e f l e c t  th e  f a c t  th a t  e a r l i e r ,  lo w -c o6t d eb t ha s in  la rg e  p a r t  be en  r e t i r e d .  The pro  form a ad ju s tm en t o f  th e  w ei gh te d  av era ge  co6 t o f  d eb t a s o f Dec ember  J l ,  19 59 . to  r e f l e c t  th e  r e t ir e m e n t o f  th e  bank  no te 6  and th e  is su a n c e  o f lo n e-t e rm  deb t s e c u r i t i e s  to  r e p la c e  them i s  p ro p e r in  t h i s  case  wh ere we a re  d e te rm in in g  . s t e 6  fo r  th e  fu tu re  and  wh ere  th e  fu ndin g o f  su ch  lo an s  in  th e  ver y n e a r  f u tu re  i s  re a 6 r nab ly  to  be  ex p ec te d  and su ch  fu nd in g  i s  c o n s is te n t  w it h  goo d p r s c t l c e .  We th e r e fo re  f in d  S o u th e rn ’s  c o s t o f  deb t c a p l t s l  to  be  b.l*5 p e rc e n t , a s de te rm in ed  by  b o th  S outh er n  and  s t a f f .  * •  *

* •  * On the ot he r hand, th er e i s  no va li d  b a sis  fo r the approach to  cost  o f ca pit a l tak en by Sou the rn’s w it nes s.  The "i m pl ic it" co st  o f eq ui ty  dev oted to  Juris d ic ti on a l bu sine ss  which he de ve lops  Is  bas ed upon an unwarranted  assumption o f s  6 pe rcent ret urn to  Southern on i t s  Juris d ic ti on a l bu si ne ss  sinc e 1950. Althou gh ac tu al  retur n on Southe rn’s Ju ris d ic ti on a l busi nes s ie  not shown, the record shows th at  ea rn in gs  on to ta l in ve st ed  cap it a l fo r 1950 to  1958 averaged  7-51  percent.F urthe rm ore , the return  on ccenon eq uity which Southe rn 's witne ss  would Impute to  So ut he rn 's Juris d ic ti on a l bu si nes s Is  no measure o f the  in v est o r 's  ap pra is al  o f Southe rn 's sto ck  and i s  no t an eq ui va lent  o f th e co et  o f a tt ra cti ng  eq ui ty  c a p it a l.  Nor are  we persuad ed th at  the  dlv ld en ds- pr lc e ra ti os employed by GSA’s w itne ss  are  a b ett er  measure of In ve st or  requirements than the eam ln gs- prlc e  ra ti os he re to fo re  u til iz e d  by the Conunlsslon. We can find no good rea son  fo r depa rt ing from the  Comal sa lo n '6 pra ct ic e o f us in g ea rn ln gs -p rl ce  r a ti o s , wi th Judgment, as  sc. in d l' a ti rn  of a proper  return on common eq uit y .

Excerpt  Pages h and 5
Docket No. 0-20$09 Interim  Order Decision (Iss ued  Ju ly  8, I960)
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FCC
REG..

1. T i t l e  o f C ase ; Amer ican  Te leph on e and Teleg ra ph  Company, Le ase and 
maint en an ce  o f equip ment fo r  p r iv a te  comm un ica tio n sy st em s.

2 . Docke t Number: 1197 2

3. R eg ula to ry  Agenc y: Fed er al  Comm unications C oM is sl on

4 . Date o f  In te rv en ti o n : P e t i t io n ,  A p ri l 29 , 1957

5 . B r ie f Resume o f  Ca se:  I n v e s t ig a t io n  on Co mmiss ion' s Moti on  - J u r is ­
d ic t io n a l  Q ues tion  -  Whether  le a s e  and maint en an ce  o f  p r iv a te  mob ile  
co mmun ica tio ns  sy st em , co ver ed  by a pr op osed  AT&T t a r i f f ,  c o n s t i tu te  
"common c a r r ie r  co mmun ica tio ns  se r v ic e "  su b je ct to  th e Con nunlc at lo ns 
A ct .

6 . P o s it io n  o f  GSA: A ft er  in te r v e n ti o n  by Dep artment o f  J u s t ic e ,  GSA 
p a r tic ip a te d  as  obse rver  o n ly .

7 . Rul in g o f regu la to ry  ag en cy : FCC Order o f  A pri l 15 , 195 9 te rm in at ed  
pro ce ed in g w it hou t re nder in g o p in io n .

8. Sav in gs  to  Government: -  - -  -

9 . Govern ment's  In te r e s t  was not more than  3 OX o f  t o ta l

10 . Govern ment's  p r e se n ta ti o n  was d ir ec te d  to  .l e v e l  o f  r a te s  o f a l l  
sh ip p er s or  u se r s . (G en er al  ra te  s tr u c tu r e )

11 . GSA's p r e se n ta ti o n  did  no t co nc er n m at te rs  o f  reg u la to ry  p o li c y  to  be 
fo llow ed  by th e reg u la to ry  a gen cie s In per fo rm in g I t s  r e s p o n s ib i l i t i e s .

12 . Public rep resen ta ti o n : Common C ar ri er  Bureau A tt orn ey , who li m it s  
p a r t ic ip a t io n  to  cr o ss  ex am in at io n .

13 . Names o f GSA Cou ns el : Malcolm  D. M il le r , A ll en  C. U n d e , F ra nci s J.  
M cS ha lle y

14 . Names o f Government  w it n e ss e s :  None

15 . No a tt o rn ey s or  w it n e ss e s  were em plo yed  on a pe r diem b a s is

16 . Exc er pts  from d e c is io n s  d is c u ss in g  GSA's ev id en ce  and co n te n ti o n s:
None
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FCC
RATES

1. T it le  of  Case; American Telephone ft Telegraph Co ., et a l.

2.  Docket No.: Pending

3. Regulatory agency: Federal Communications Co mission

4.  Date of  Interven tio n;  Co^>laint f il e d  March 29,  1961 for  rep ara tions

5. Brief  Resume of  Case: GSA fi le d  the complaint to obtain  refunds of 
amounts due i f  company trea ted Government as a singl e customer in 
applying multip le channel ta r if f  di sc ou nt s.

6.  Pos it io n of  GSA: The company has refuse d GSA request tha t Government
be trea ted as a si ngle  customer in  the ap pl icat ion of  PCC Tar iff No. 231 
The complaint req uests  tha t the  company be requ ired to giv e si ngle  
customer treatm ent for past perio d.

7. Ruling of reg ula tor y agency: No hearing to da te.

8 . Savin gs to  Government; •» •. -  -

9.  The Government's in te re st  is  more than 30% of  to ta l.

10.  Government's pr esen tatio n;  No hearing to da te.

11.  GSA's pr ese ntation  w il l not concern matters of regu lat ory pol ic y to  be 
fol low ed  by the regulatory  agencie s in performing i t s  resp o n s ib il it ie s.

12 . Publi c repr ese ntation: No hear ing to  date.

13. Names of  GSA Counsel: No hear ing to  da te.

14.  Names of  Government witn es se s:  No hearing to  da te .

15 . No att orn eys  or wi tnesses w il l be employed on a per diem bas is .

16 . Excerpts from de cision s discus sin g GSA's eviden ce and con ten tio ns;
No hearing to  da te .
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1.  T it le  of Casa:  Americas  Telephone end TelegrAph Company (Un ited  
Telephone Co. of  Ohio)

2. Docket Rusher: Tending

3.  Regulatory Agency: Fed era l Conau nlcatlone Commission

4. Date of In terv en tion : December 16, 1960

5. Brief  Re siae of  Case: The ta r if f s  do not l i s t  pri ce s In do ll ars  and 
ce nt s hut are amblguoasly worded based on indeter minate "co st s. "
Pr ices  a ls o  vary depending on wheth er the  company us es  one se t of  
f a c i l i t i e s  rather  than ano the r eve n though the a v a il a b il it y  of  such 
f a c i l i t i e s  Is  In the  so le  co nt ro l of  the  company.

6.  P osi ti on  of  C8A: T ari ff  charg es should  be st at ed  In doll ars  and ce nt s 
and ta r if f s  should not leav e a lt er n ati ves In pr ic in g to  the  so le  d is ­
creti on  of  the  company.

7.  Ruling  of  re gu latory  agency: Mo hearing  to  date

8. Savin gs to  Government: -  - -  -

9.  Government's In te re st  Is  more than  30X of  to ta l.

10. Government's pr es en ta tion : Ho hearing to  da te .

11. GSA's pr es en ta tion  w il l not concern natt er s of  re gu lato ry  poli cy  to
be fo llo wed  by the  re gu lato ry  ag en cies  in perform ing I ts  r e sp o n s ib il it ie s .

12.  Pu bli c re pr es en ta tion : No hearing to  date

13 . Names of  GSA Counsel : No hea ring to date

14 . Names of  Government w itnes se s and th eir  agency: No hearing  to  date

15 . No at to rn ey s or v lt n ess e s were employed on a per diem b a sis .

16.  Excerpts  from dec is io ns discu ss in g GSA's ev iden ce  and co nt en tion s:
Mo hearing  to  da te .
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1.  T it le  of  C u»i  American Telephone and Telegraph Co. (P en insu la  
Telephone and Tele grap h Co.)

2 . Docket Number; 13781

3.  Reg ulatory Agency: Feder al Co mu nic ations Coamission

4.  Date of  In terv en tio n:  August 24 , 1940

5.  B ri ef  Resume of  Case: Charges fo r D ig it a l Data Transmitte rs and 
Common User Group equipment for use in  SACS sys tem .

6.  P os it io n  of  GSA; GSA took the  posi tion  that  the  charges were in  ex ce ss  
of  charges for  id en ti ca l equipment used els ewhere in  the same se rv ic e .

7 . Ruling  of  re gu latory  agency: Pe nins ula’ s motion to  di sm iss  in vest !*  
ga tio n granted .

8.  Sav ings to  Government: * -  -  *

9 . Government’s in te rest  is  more than 30% of  to ta l.

10 . Government’s pr es en ta tio n:  No hearing

11 . GSA's pr es en ta tio n did  not  concern mat ters  of  re gu lato ry  policy  to  be 
fo llo wed  by the regu lato ry  ag en cie s in performing i t s  r e sp o n s ib il it ie s .

12.  Pu bli c re pr es en ta tio n:  No hearing

13 . Names o f OSA Counsel; No hearing

14 . Names o f Government w itne ss es ; No hear ing

15 . No at to rn ey s or witn es se s were employed on a per diem b a sis .

14 . Bxcerpts  from dec is io ns dis cu ss in g GSA’s  evide nce and co nt en tio ns :
No he ar ing.
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1 .  T it l e  o f C a s e:  A m eri c a n T el e p h o n e a n d T e l e gr a p h C o.
( G e n er al  T el e p h o n e C o m p a n y o f l o v e )

2 .  D o c k et N u m b er!  H o n e a s si g n e d

3 .  R e g u l a t o r y A g e n c yi  F e d er al  C o m m u ni c ati o n s C o m mi s si o n  

It. D at e o f I n t e r v e n ti o n !  A u g u st 2 1*, i 9 6 0

5 .  B r i e f R e s u m e o f C a s ei  C h ar g e s f o r  D i g it a l D at a Tr a n s m i s si o n  E q ui p m e nt  
u s e d i n  S A G E.

6 .  P o siti o n  o f G S Ai  C h ar g e s w er e g r e a tl y  i n  e x c e s s o f c h ar g e s f o r i d e n ti c a l  
e q ui p m e nt i n  u s e el s e w h e r e i n  t h e S A G E S y s t e m .

7.  R u li n g o f R e g u l a t o r y  A g e n c y:  S u b s e q u e nt t o  G S A f i li n g  o f t h e p r o t e s t  
t h e C o m p a n y f i l e d  n e w t a r i f f s  w it h  r e d u ct i o n s  i n  t h e c h ar g e s.  G S A 
wit h d r e w  i t s  p r o t e s t o n S e pt e m b er 1 2 , i 9 6 0 .

8 .  S a vi n g s t o  G o v er n m e nt, a n d H o w C o m p ut e d:  $ 7 5 6 . 0 0 a n n u a ll y  ( p e r t a r i f f  
u n i t ) .  E st i m a t e d  m o nt hl y c h ar g e s o f $ 3 0 0 r e d u c e d t o  1 2 2 7 ,  or $ 6 3. 0 0
X 1 2 m o nt h s $ 7 5 6. 0 0.

9 .  G o v er n m e nt’ s i n t e r e s t w a s m or e t h a n  3 0 % o f t o t a l .

1 0.  G o v er n m e nt’ s p r e s e n t a ti o n !  N o h e ar i n g

1 1.  G S A’ s p r e s e n t a ti o n  di d n ot  c o n c er n m at t er s o f r e g ul a t o r y  p o li c y  t o  b e  
f o ll o w e d  b y t h e r e g u l a t o r y  a g e n ci e s i n  p e rf o r m i n g i t s  r e s p o n s i b il it i e s .

1 2 .  P u bli c r e p r e s e n t a ti o n !  I o  h e ar i n g

1 3 .  N a m e s o f G S A C o u n s el!  I o  h e ari n g

i l l .   N a m e s o f G o v er n m e nt Wit n e s s e s:  N o h e ar i n g

1 $.  N o a tt o r n e y s or wi t n e s s e s w er e e m pl o y e d o n a p e r di e m b a s i s .

l 6 .   E x c e r pt s fr o m d e ci si o n s di s c u s s i n g G S A’ s e vi d e n c e a n d c o nt e n ti o n s !
I o  h e ar i n g
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1. T it le  of  Case: Western Union Tele grap h Co ^a ny

2. Docket Nunber; None assign ed

3.  Reg ula tory  Agency: Fed era l Coaeauni cat ions Co na iss ion

4.  Date of In te rv en tion ; August 5,  1960

3 . B ri ef Resune o f Case: Western Union increa sed  ra te s fo r Message 
se rv ic e.

6.  Po si tion  o f GSA: In op po sit ion

7.  Ruling of  re gu la to ry  agen cy: U t il it y  f il e d  re vise d t a r i f f  produc ing 
su bst an ti al ly  s u k  revenue but red ucin g Govern iKnt b i l l  by $62,300 
an nu all y,

8. Sav ing s to Governnen t; $62,300 an nu ally , Co ^u te d on U t il it y 's  
es tim at es .

9.  Governnent’ s in te re st  was not nore than 30% o f t o t a l.

10. Governnent’ s pr es en ta tio n:  No bearing

11. GSA's  prese nta tio n did  not concern na tte rs  of re gu la to ry  po lic y to be 
fol low ed  by the re gu la to ry  age ncies  in  perforating it s  re sp o n si b il it ie s,

12. Pu bl ic repr es en ta tio n:  No hearing

13.  Nanes of GSA Cou nse l: No hear ing

14. Nanes o f Governnent wi tn es se s; No hear ing

13. No att orne ys or witnes ses  were enployed on a per dien  b a sis .

16. Bxc erp ts fron  de cision s di sc us si ng  GSA’ $ evid ence  and co nt en tio ns :
** * * 5 . GSA does not at ta ck  the o v e r- a ll  le ve l of Western Union 
ra te s as being ex ce ss iv e;  nor does i t  questio n the need o f Western 
Union fo r ad di tion al  revenues — a need upon which the cur ren t ra te  
re vi si on  was pr ed ica te d.  GSA's  at ta ck  is  di re ct ed  at the fa c t th at  
the su bj ec t ra te  re vi si on s re su lt  in  pr op or tio na tel y gr ea ter in cre ases  
in charges fo r nessages o f long er te xt  than fo r ness ages o f shorter  
te x t . I t  contends th at  because the avera ge leng th  of  Governnent 
nes sage s is  nore than double th at  of  pu bl ic  ne ss ag es , the re vise d 
ra te s su bj ec t the Governnent to un just d is cr in in a ti o a . We are unable 
to  conclude th at  th is  argunent has s u ff ic ie n t n er it  to warrant  our 
in sti tu ti n g  an in ve st ig at io n of  Western Union 's ra te s at th is  t in e .
* * * EXCHRPTS FROM; F .C .C . de ci si on  o f Ja n . 17, 1961, p .6 .
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1.  T it le  o f Cases Aaerloan T el spfteas  1 Telegraph Co.  (Faraa rs Mutiml 
Telephone Co. of Lynden, Hash.)

2 . Docket Numbers Rone yet  assig ned

3 . Regulatory Agencys Fed era l Coa aun lcations Co aa iss ion  

U. Date o f In terv en tio ns  Ju ly  28 , I960

5 . B ri ef  Resuae o f Cases Charges fo r D ig it a l Data sending and re ce iv in g 
te ra in al  equipm ent, Interexch ang e chan ne ls,  and coaaon user  group 
equipment.

6 . P os it io n  o f GSAs Charges fo r such equipment gre atl y exceeds the le v e l 
o f cha rges fo r id en ti ca l equipment used else where  in the SAGE sy st ea .

7 . Ruling o f re gu lat ory agencys Io  hearing to  date .

8 . Sav ings to  Governsent: $ - -  - -

9 . Government’s  in te rest  was aor e than 30% of to t a l.

10 . Govemacnt* s pr esen tatio ns  Ho hearing to date .

11 . GSA’ s pr es en ta tio n did  no t concern na tter s o f re gu lato ry  p oli cy  to  be 
fo llo we d by the re gu lato ry  ag en cies  In pe rfo ra ing i t s  r e sp o n s ib il it ie s

12 . Pu bl ic  repr esen tatio ns  Ho hearing to  da te .

13 . Hanes o f GSA Counsels  Ho hearing to  da te .

11*. Haaes of  Govem acnt w itn es s ess Io  hearing  to  date ,

15 . Ho at torn ey s or w itnes se s were employed 00 a per di ea  b a s is .

16 . Excerpts  fr oa  dec is io n di sc us sing  USA’ s evide nce and co nt en tio ns !
Ho hea ring to  dat e.



I N D E P E N D E N T O F FI C E S A P P R O P RI A TI O N S, 1 9 6 2  1 1 3 1

1 . T i t l e  o f C a s e:  A m r l e a n T el e p h o n e & T el e g r a p h C o m p a n y ( L i n c o l n  T il l a a o o k
*  T el e p h o n e C o a p e n y o f Or e g o n )

2 .  D o c k e t N u m b er:  1 3 5 3 5

3 .  R e g u l a t o r y  A g e n c y:  F e d e r a l C o m a u ni c a t I o n a C o a oi s al o n  

U.  D e t e o f I n t e r v e n ti o n :  M a y 2 0 , I 9 6 0

5.   B r i e f R e s u m e o f C a s e:  C h ar g e s f o r c h ar n e l t e r m i n al s a n d t e r m i n al  e q u i p­
m e nt u s e d f o r  d a t a tr a n s m i s si o n  i n  t h e S A G E s y s t e a.

6 .  P o s it i o n  o f G S A:  G S A o p p o s e d c h ar g e s a s B ei n g e x c e s s i v e.

7 .  R u li n g o f r e g u l a t o r y  a g e n c y:  M o f or m a l d e ci s i o n .  A f t e r p r o t e s t b y G S A,  
C o s ^ a n y f il e d  a n e w s c h e d ul e  r e d u c i n g  t h e ir  r a t e s t o t h e g e n e r al l e v e l  
c h ar g e d t hr o u g h o ut m o st o f t h e S A G E s y st e m.

8 .  S a vi n g s  t o G o v er n m e nt:  $ 3 6, 3 7 2  a n n u all y, $ 3 6 3 , 7 2 0  -  1 0 y e a r s , c o m p ut e d  
a s d if f e r e n c e  i n  r a t e s  b et w e e n  t h o s e i n i t i a l l y  f il e d  a n d r a t e s e ff e c ti v e  
f o ll o w i n g t a r i f f  r e v i s i o n .

9 .  G o v er n m e nt’ s i n t e r e s t w a s  m or e t h a n  3 0 % o f t o t a l .

1 0 . G o v er n m e nt’ s p r e s e n t a ti o n :  M o h e ar i n g

1 1 . G S A’ s p r e s e n t a tl o n d i d  n o t c o n c er n m at t er s o f r e g u l a t o r y  p o li c y  t o  b e  
f o ll o w e d b y t h e r e g u l a t o r y  a g e n ci e s i n  p e rf o r m i n g it s  r e s p o n s i b il it i e s .  

C o m m e nt s:  T h er e  w a s n o n e e d t o pr e s e n t a d ir e c t c a s e .

1 2 . P u bl i c  r e p r e s e n t a ti o n :  N o h e ari n g

1 3 . N a m e s o f G S A C o u n s el :  N o h e ari n g

1 U . N a me s o f G o v er n m e nt Wi t n e s s e s :  M o h e ar i n g

1 5 . M o at t o r n e y s or  wi t n e s s e s w er e e ^ l o y e d  o n a p e r di e m b a s i s .

1 6. E x c e r pt s fr o m d e ci si o n s di s c u s si n g  G S A’ s e v i d e n c e a n d c o nt e n ti o n s :
M o h e a ri n g.



1132 INDEPEN DENT OFFICES APPROPRIATIONS, 19 62

1. T it le  of  Cane: le tr lc in  Telephone A Telegraph Company - Co aoa User 
Croup and Duel F a cil it y  Arrangements

2. Docket ma ker: 13514

3.  Regulatory  Agency: Federal Cumnunlcatlona ComalssIon

4.  Date of  In ter vent ion : May 4,  1960

5.  Br ief  Beauma of  Case: Rates and charges for  Common Daer Croup and Dual 
F a cil it y  Arrangementa used In con nec tion with channela for the remote 
operation of  rad iotelephone ayatema In the SAGE Syatem.

6.  Po alt lon  of  GSA: Ratea and charge* are ex ce aa lve.

7. Ruling of  reg ula tory  agency: Pending

8. Saving* to  Government: $ —

9. Government'a ln te re at  la  more than 301 of  to ta l.

10. Governawnt'a pr es en ta tio n wa* lim ite d to  le ve l of  ratea  and charge* for 
pa rt icul ar  ae rv lcea .

11. GSA'a pr eaentatlo n did not concern matter* of  regu lat ory po lic y to  be 
fol low ed by the  regu lat ory agencle a In perform ing It* r e sp o n s ib il it y * .

12. Public  repr eaentatlo n:  Common Car rier  Bureau Att orn ey,  who liar tta 
pa rt ic ip at io n to  crosa exam inat ion.

13. Name* of  GSA Counsel: Thomas J. O 'R ei lly ; Appearances entered for Wallace  
Brand, Donnegan Mann, Al len  C. Land*, and Francis  J. McShalley and 
Malcolm D. M ill er .

14. Memes of  Governawnt witness**:  Richard Gabel - GSA, and Paul D. Kagan - GSA

15. No attorn ey*  or wltn eaaea were employed on a per diem baala .

16. Excerpt* from dec is io ns dls cu sa lng GSA'a evidence and co nten tio ns : Pending.



I N D E P E N D E N T O F FI C E S A P P R O P RI A TI O N S, 1 9 6 2 1 1 3 3

T i t l e  o f C a s e :  G e n e r al T el e p h o n e C o eft a a y o f t h e N o rt h w e st

2 .  D o c k et N u m b er*  F O C D o c k e t M o. 1 3 3 8 6

3 .  R e g ul at or y A g e n c yt  F e d er al  C o m m u ni c a ti o n s C o m mi s si o n

1*.  D a t e o f I n t e r v e n ti o n !  A p r il  1 9 , I 9 6 0

5 .  B ri e f R e s u m e o f C a s e :  R at e s a n d c h ar g e s f o r  D i g i t a l d a t a  tr a n s m it t e r s  a n d  

a s s o ci at e d  c o m m o n e q ui p m e n t u s e d i n  c o n n e c ti o n w it h  t h e  S A G E s y st e m.

6 .  P o s it i o n  o f G S A:  R a t e s  a n d c h ar g e s w er e e x c e s s i v e.

7 .  R ul i n g o f  R e g ul at or y A g e n c yt  S p e c i a l p e r m i s si o n  t o  f i l e  n e w t a r i f f s  o n  

o n e d a y  n o ti c e  r e d u ci n g  t h e r a t e s  a n d c h a r g e s  fr o m $ 1* 1* 0 t o $ 2 5 0 .  A ct i p n  

t a k e n b y  c o m p a n y w it h o u t C o m m i s si o n  r u li n g .

8 .  S a vi n g s t o  G o v er n m e nt :  $ 2 , 2 8 0 . 0 0  a n n u a ll y .  E s ti m at e d  m o nt hl y  c h ar g e s  

r e d u c e d fr o m $1*1*0 t o  $ 2 $ 0 , or  $ 1 9 0 X 1 2 m o nt h s -  $ 2 , 2 8 0 .

9 .  G o v e r n m e nt’ s i n t e r e s t w a s m or e t h a n  3 0 $ o f t o t a l .

1 0 .  G o v e r n m e nt’ s p r e s e n t a ti o n  w a s li m it e d  t o  l e v e l o f r a t e s  a n d c h a r g e s  f o r  

p a r ti c u l a r  s e r v i c e s .

1 1 .  G S A’ s p r e s e n t a ti o n  d i d  n o t c o n c er n  m at t e r s  o f r e g u l a t o r y  p o li c y  t o  b e  

f o ll o w e d  b y  t h e r e g u l a t o r y  a g e n ci e s  i n  p e rf or m i n g i t s  r e s p o n s i b il i ti e s .

1 2 .  P u bli c  r e p r e s e n t a ti o n :  C o m m o n C a r ri e r B u r e a u A tt o r n e y , w h o li m it s  

p a r ti c i p a ti o n  t o  cr o s s e x a m i n at i o n.

1 3 .  N a m e s o f G S A C o u n s el:  A ll e n  C . L a n d s, W al l a c e  E . Br a n d

l l * .   M a a e s o f G o v er n m e nt Wit n e s s e s:  N o n e

1 5 .  Wo at t o r n e y s o r wi t n e s s e s w er e e m pl o y e d o n a p e r di e m b a s i s .

1 6.  E x c e r p t s fr o m d e ci si o n s di s c u s si n g  G S A’ s e v i d e n c e  a n d c o nt e n ti o n s:

N o n e.



1134 INDEPENDENT OFFICES APPROPRIATIONS, 1962

1. T i t le  of  Case: ATfcT (C a li fo ra l*  Mater and Telephone)

2. Docket Nu ^jer : FCC 13381, PCC 13439

3.  Re gu latory Agency: Pederal Coanunicat ions Commission

4. Date of  In te rv ention: 13381 Fe br mry  9,  1960. 13439 was added
on March 21 , 1960.

3.  B ri e f Resume of Case:

(1 ) 13381 -  Charges fo r components of a< d is ti n c ti v e  tone and c ir c u it
assurance.

(2 ) 13439 -  Charges fo r cert a in  equipment used on con nection  wi th
the 82 -B -l  au toan tic  sw itchin g system.

6.  Posi tion of  GSA;

(1 ) Charges are  excess ive .

(2 ) ATfcT contracted  to  supply the  82-4U1 se rv ice and should charge 
the  Government on the basis  of it s  co ntrac t.  C a li fo rn ia  Mater 
and Telephone should be dismissed as a part y .

7 . Rul ing of re gu la to ry  agency: C a li fo rn ia  Mater and Telephone vo lu n ta ri ly 
reduced it s  re cu rr in g monthly charges by 11% (Docket No. 13 38 1) .
De cis ion  pending in  Docket No. 13439.

8. Savings to  Government: $18,322 per annum (Docket No. 13 38 1) . Est imated 
monthly charges of $2 ,414 .30 reduced to $8 71 .00,  or $1 ,343 .50 X 12 months S 
$1 8,52 2.

9. Government's in te re st is  more than 30% of to ta l .

10 . Government's pres en ta tio n was lim ited to  le v e l of ra te s and charges fo r 
p art ic u la r se rv ic es .

11 . GSA's pres en ta tio n did not concern matters o f re gula to ry  po licy to  be 
fo llo we d by the re gula to ry  agenc ies in  performin g it s  re s p o n s ib il it ie s .

12 . Pu blic re pr es en ta tio n:  Common C ar rier Bureau Attorn ey , who li m it s 
part ic ip a ti o n  to cross examina tion.

13 . Names of GSA Counsel: A llen C. Lande, Wal lace  E. Branch and Thomas J .O 'R e il ly

14 . Names of Government Mitnesses: None

13 . No at torney s or witnesses were enployed on a per diem ba sis.

16 . Excerpts from decis ion s discus sing GSA's evidence and conte ntions:
No decis ions rendere d.



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 1135

1. T it le  o f Caset West Coast Telephone Coapany (SAGE)

2 . Docket Humeri 13221

3.  Regulatory Agencyt Federa l Coaaunications Coaalss ion

U. Date o f Interv ent ion! October 13 , 1959 - Informal Conference

5.  Br ief  Resuae o f Caset Rates and charges for telephone grade Interexchange 
channels  when used for data tran sa ission  in  the  SAGE Sy stea .

6.  Pos it io n of GSAt

A. Rates and charges are ex ce ss iv e.

7.  Ruling of  Regulatory Agcncyt Wo fo rs al  he ar ing . After  con ferenc e,
Coapany reduced it s  ra tes by 15%. FCC disal ss ed  in ve st ig at io n.

8. Savings to Govemaentt $5,U00. Estlaated aon thly  charges of  $2,79 1.5 0 
reduced to $2 ,3b l.5O,  or $1*50 X 12 aonths -  $5,1*00.

9 . Govemaent* s in te re st  was wore than 30% of to ta l.

10 . Govemaent* s prese nta tions Wo hearing

11 . GSA’s prese ntation  did not concern na tte rs  of reg ula tor y po licy  to be 
followed by the  regu lat ory agencie s in per foraln g it s  resp on sib il it ie s.

z
12 .. Pub lic rep resen tat ion ! No hear ing

13. Wanes of  GSA Counsel! Wo hearing

ll*.  Raacs of  Govemaent Witnesses! Wo hearing

15 . Wo attorn eys  or wi tnesses were eaployed on a*per dle a b asi s.

16 . Excerpts fro a de cis ions  discus sin g GSA’ s evidence  and conte nt ion s! Wo 
Hearing

71 03 6 O—<61----- 72



1 1 3 6 I N D E P E N D E N T O F FI C E S A P P R O P RI A TI O N S, 1 9 6 2

1 «  T it l e  of  C a s e:  A T & T P e ti ti o a  f o r I n v e st i g at i o n o f Tr a n a —O c e a ni c  
C a bl e R a t e s.

2.   D o c k et N u m b er:  P e n di n g

3.  R e g ul at o r y A g e n c y:  F e d er al C o m m u ni c ati o n s C oi mi s si o n

4.   D at e o f I n t e r v e n ti o n:   S e pt e m b er 1 6, 1 9 5 9

5 .  B ri e f R e s u m e o f C a s e:  B e c a u s e o f n e w t e c h ni c a l a d v a n c e s a n d f o r  
ot h er r e a s o n s w hi c h c o nt ri b ut e t o  A T W ’ s d e cli n i n g u n it c o st s , i t  
r e d u c e d t h e r a t e s o n p ri v a t e  li n e  s e r vi c e s of f e r e d o n Tr a n s — O c e a ni c  
C a b l e s.

6.   P o si ti o n o f G S A:  M u c h gr e a t er  r e d u ct i o n s s h o ul d b e m a d e.

7.  R uli n g  of  r e g u l a t o r y  a g e n c y:  N o b e a ri n g  t o  d a t e .

8.  S a vi n g s t o  G o v er n m e nt:  -  -  -  -

9.   G o v er n m e nt' s i n t e r e s t i s  n ot m or e t h a n 3 0 % o f t o t a l.

1 0 .  G o v er n m e nt' s pr e s e n t a ti o n:   N o b e a ri n g  t o  d a t e .

1 1.  G S A' s pr e s e n t a ti o n w il l n ot c o n c er n n a tt er s of  r e g u l a t o r y  p oli c y t o
b e f oll o w e d b y t h e r e g u l a t o r y  a g e n ci e s i n p erf or mi n g i t s  r e s p o n s i b il it i e s .

1 2.  P u bli c r e pr e s e n t a ti o n;   N o h e a ri n g t o  d at e

1 3.  N a me s of  G S A C o u n s el:  N o h e a ri n g  t o d at e

1 4.  N a me s of  G o v er n m e nt wit n e s s e s a n d t h e ir  a g e n c y:  N o h e a ri n g t o  d at e

1 5.  N o att or n e y s or wit n e s s e s w ill b e e m pl o y e d o n a p er di e m b a s i s

1 6 .  B x c e r pt s fr o m d e c i si o n s di s c u s s i n g  G S A' s e vi d e n c e a n d c o n t e n ti o n s:
N o h e a ri n g  t o  d at e



INDEPEND ENT OFFICES APPROPRIATIONS, 19 62 1137

1 . T i t l e  o f C as e:  W es te rn  Un ion  T e le g ra p h  C o ^ a n y  -  P la n  55

2 . Doc ke t Number 129 37

3 . R e g u la to ry  Age nc y:  F e d e ra l Co mmun icat ions  C o a ti s s io n

4 . Date o f  I n te rv e n t io n ;  In fo rm a l com pla in t Ma rch  30 , 19 59 ; Fo rm al  
co m p la in t Ju ne  29 , 19 59 .

5 . B r ie f  Resume o f  C ase ; R e p a ra ti o n s  fo r  e x c e s s iv e  c h a rg es  by  W es te rn  
Un ion  fo r  i t s  P la n  55 A uto m at ic  Sw it ch in g  Sy stem  use d  in  c o n n ec ti o n  
w it h  a te l e ty p e w r i t e r  n e tw o rk .

6 . P o s i t io n  o f  GSA; A f te r  r e p e a te d  r e q u e s ts  by GSA, W es te rn  Un ion  
re d u ced  th e  ch arg es by 18 .9%. GSA se eks re fu n d  o f  an  e q u iv a le n t 
am ount for  a l l  b i l l i n g s  re n d e re d  p r io r  to  th e  tim e co a^ an y re duced  
i t s  c h a rg e s .

7 . R u li n g  o f  r e g u la to ry  ag en cy : No h e a r in g  to  d a te .

8 . Sav in gs to  Gov er nm en t; ~ -  -  -

9 . Gov er nm en t’ s i n t e r e s t  i s  n o t mor e th a n  30% o f  t o t a l .

1 0 . G ov er nm en t’ s p r e s e n ta t io n ;  No h e a r in g  to  d a te .

11 . GSA’ s p r e s e n ta t io n  d id  n o t co nce rn  m a tt e r s  o f  r e g u la to ry  p o l ic y  to  be 
fo ll o w ed  by th e  r e g u la to ry  a g e n c ie s  in  p e rf o rm in g  i t s  r e s p o n s i b i l i t i e s

1 2 . P u b li c  r e p r e s e n ta t io n :  No h e a r in g  to  d a te .

13 . Names o f  GSA C ou n se l;  No h e a r in g  to  d a t e .

14 . Names o f  Go ve rnmen t w it n e s s e s ; No h e a r in g  to  d a t e .

15 . No a t to r n e y s  o r  w it n e s s e s  we re  em ploy ed  on a p er di em  b a s i s .

1 6 . E x c e rp ts  fr om  d e c is io n s  d is c u s s in g  GSA’s  e v id en ce  an d c o n te n t io n s ;
No h e a r in g  to  d a t e .



1 1 3 8 I N D E P E N D E N T O F FI C E S A P P R O P RI A T I O N S, 1 9 6 2

1 .  T it l e  o f C a s e:  A m eri c a n T el e p h o n e & T el e g r a p h C o.  -  I n v e s ti g a ti o n  o f  
R at e s f o r D at a Tr a n s m i s si o n

2 .  D o c k et N o .: 1 2 1 9 b

3 .  R e g u l at or y  A g e n c y:  F e d e r a l C o m m u ni c ati o n s C o m mi s si o n  

b.   D at e o f I n t e r v e n ti o n :  D e c e m b er 1 8, 1 95 7

5. B ri e f R e s uii e o f C a s e:  R at e s a n d c h ar g e s f o r t el e p h o n e p ri v a t e  li n e  
s e r vi c e s w h e n u s e d f o r t h e tr a n s mi s si o n  o f d i g it a l d at a.  O S A w a s  
p ri m a ri l y  i n t e r e st e d  i n  t h e r a t e s a n d c h ar g e s f o r S c h e d ul e 5 s e r v i c e.

6 .  P o si ti o n o f O S A:  ( 1 )  T h e r a t e s f o r I nt er e x c h a n g e c h a n n e l s s h o ul d n o t  
b e i n c r e a s e d w h e n t h e  c h a n n el s ar e u s e d f o r d at a tr a n s m i s si o n , ( 2 ) t h e  
r a t e s f o r ot h e r e q ui p m e nt u s e d i n  t h i s  s e r v i c e ar e e x c e s s i v e , a n d ( 3 )  
t h e t a r i f f  s h o ul d b e w or d e d t o s h o w t h e  p h y s i c al  c a p a b il it i e s  o f t h e  
i nt e r e x c h a n g e  c h a n n el s r a t h er  t h a n d e s c ri b e t h e m i n  t er m s o f a r a t e  
b a s e d o n t h e u s e m a d e b y c o n s u m er.

7. R uli n g o f r e g ul a t o r y  a g e n c y:  P e n di n g.

8. S a vi n g s t o G o v er n m e nt:  $ -  -  -

9 .  G o v er n m e nt’ s i n t e r e s t w a s m or e t h a n 3 0 % o f t o t a l -  S c h e d ul e $.

1 0.  G o v er n m e nt’ s p r e s e nt at i o n w a s li m it e d  t o  l e v e l o f r a t e s a n d c h ar g e s f o r  
p a rt i c u l a r s er vi c e s.

1 1.  G 5 A* s pr e s e n t a ti o n di d n ot  c o n c er n m a tt e r s o f r e g ul a t o r y  p o li c y  t o  b e  
f oll o w e d b y t h e r e g ul a t o r y  a g e n ci e s i n  p e rf o r m i n g  it s  r e s p o n s i b il it i e s .

1 >  P u bli c r e pr e s e n t a ti o n:   C o m m o n C a rr i e r B ur e a u A tt o r n e y, w h o li m it s  

p a r ti c i p a ti o n  t o  cr o s s e x a m i n a ti o n.

1 3.  N a me s o f G S A C ot x i s el :  At  d if f e r e n t st a g e s o f t h e pr o c e e di n g  t h e  G S A  
c o u n s el w er e a s f o ll o w s :  Fr e d er i c k V. D e n n i st o n , A ll e n  C . L a n d e ,  
Fr a n ci s J . M c S h all e y , T h o m a s J . O’ R e il l y  a n d W a ll a c e Br a n d.

l b. N a me s o f G o v er n m e nt wi t n e s s e s:   R. G a b e l, G S A a n d W. S m it h , U S A F

1 5.  N a me s o f at t o r n e y s or wit n e s s e s e m pl o y e d o n p e r di e m b a si s:   C u rt i s  
B u s h n e ll (l u m p s u m c o n tr a c t) a n d H o w ar d B urr o u g h s ( p er  di e m)

1 6 .  E x c er p t s fr o m d e ci s i o n s di s c u s si n g G S A' s e vi d e n c e a n d c o nt e n ti o n s :  
P e n di n g



INDEPENDE NT OFFICES APPROPRIATIONS, 19 62 1139

1.  T it le  of  Case: American Telephone & Telegraph Co. and Western Union - 
In ve st igat ions  of  Pr iva te Line Bates

2. Doc ket  Numbers: H6U5 and 116U6

3.  Regulatory Agency: Fed era l Camnunications Commission 

U. Date of  Inter venti on: December 28, 19%

5.  Brief  Resume of  Case: FCC Docket No. 11518 was an In ve st igat ion of  
ATM” s mu ltiple  channel ta r i f f  re su lt in g from pro te st s by Western 
Union which was merged Into  Nos. 11645 and 11646. Ex ten siv e hearing s 
were held on the reason ablen ess  of  ra tes and char ges fo r pr ivat e li n e  
se rv ic es.  These Included  the  reason ablene ss of  ru les contain ed in 
ATM’s  ta r if f  No. 1U5 (S pe ci al  Co nst ruction); charges fo r the  82 -B -l 
Automatic Te let yp ew rit er  Switch ing  System fur nis hed the  Navy (ATM 
T ari ff  No. 208 ); and Western Union's Plan 55 Automatic Switch ing  System 
(WU ta r if f  No. 237) fo r the  use  of  the Air For ce.

6.  Pos it io n of  GSA: ( l )  Rates fo r pr ivate li n e se rv ic es  should be re lated 
to  co st s;  (2)  ra tes fo r telephone grade of  pr ivat e li n e  se rv ic es  are 
ex ce ss iv e,  and should be reduced , (3)  proposed in cr ea se s in  te le ty pew ri te r 
grade ra te s were ex ce ss ive and (4 ) ta r i f f  fo r Sp ec ia l Con stru ction should 
be re vised to  make i t  more d efi n it e  and ce rt ai n.

7.  Ruling of  regulatory  agency:  An int er im  FCC ru lin g ordered a 15 per cen t 
red uct ion  in  ATM's charges fo r telephone grade pr ivat e li n e  se rv ic es .
In ad di tion , during the course of  the in ve st ig at io n Western Union reduced 
charges fo r Plan 55 se rv ic es  to  the  A. F.  by $783,32 0 an nu all y. Proposed 
in cr ea se s in  te le ty pe wri te r grade se rv ic es,  pr otes ted by GSA were sub­
sta n ti a ll y  reduced.

8.  Sav ings  to  Government: Based on 1958 usa ge , the  sav ing s to  the  
Government was $5>3 m il lion  an nu all y, by t by i960  had reached at le a s t 
$8 m il li on . When SAGE is  completed , estim ate d sav ing s w il l be Incr eased 
to  $15 m il li on . Proposed Inc rease to  Government fo r te le ty pew ri te r 
grade se rv ic es  reduced from $5.*+ m il lion  to  $1 .5 m il lion  or avoidance
of increase of  $3«9 m il lion .

9. The Government’s in te re st  was more than 30^ of to ta l.

10.  Government's pr esen ta tio n was lim ited  to  le v e l of ra te s and char ges fo r 
par ticu la r se rv ic es.

11.  GSA*s pr esen ta tio n did  not concern matters of  regu lat ory p oli cy  to  be 
fol low ed by the  reg ula tor y ag en cie s in  performing i t s  r e sp o n s ib il it ie s .
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12. Pu bl ic  re p re se n ta ti on : Ccnaon C arr ie r Bureau Atto rn ey , who H a lt e d  
p a rt ic ip a ti o n  to  cr os s-ex am inat ion.

13-  Names o f OSA Cou nse l: Fre de rick  W. Den nisto n,  Fra nci s J . McShalley 
and Alle n C. Lande

lU. Names of  Government w itn es se s:  Norman Bude she lm - GSA,
Wi lliam  F.  Huf - Navy Depa rtment

15. Names of  a tt o rn eys or witn es se s employed on per diem basis :
C ur ti s Bus hn el l, Laurence S. Knappen, James M. Honaker, Mr. Go ldthw alte 
(o bs er ve d) , Mr. Burroughs (l im it ed  p a rt ic ip a ti o n )

16. Ex cerp ts from de ci si on s dis cu ss in g GSA's ev ide nc e and co nt en tion s:
(See At tac he d Sh ee ts)
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1. The Commission haa before I t  the reccrd to date  in the ab ov e-en tit led pr o­ceeding, together with a Pe tit ion for L mediate Rata Redu ction , fi le d  rebruary 7, 1558, by General Ser vloee Administration  (GSA), party  intarreoor, request ing tha t the Cored8eion  take appropriate ac tio n to  ef fe ct ua te  an ir ae- die ts  redu ction in  the chargee of  Aamrican Telephone and Telegraph Coagmmy (AT&T) for pr iva te Line eer vio ee furniehed by means of  channela of  telephone grade. An opp osi tion to  GSA'e pet it io n  wee fi le d  by AT&T on February 2k,1556, and a reply to the oppo sit ion  was fi le d  by GSA on March 3,  1558, Subco quant iy,  on Apri l 30,1558, GSA fi le d  a Pet it io n for Expedit ious  Handling, r e it ­erating i t s  req uest for an int erim ra te  red uction. An Oppoeition to such pet it io n  wee fi le d  by AT&T on May 13 , 1556. The pet it io ns general ly aeex to have the Ccnnlsaion Issue an int eri m order on the baeia  of AT&T's d ir ec t prese nta tio n of evidence  herein, designed  to bring  about a 25 par cen t reduc­tio n in  ra tes far  the se rv ic es  sp ec if ie d which u t i l is e  telephone grade channe ls, together with ary ot ter appropriate upward or downward adjuatamnta to  brin g the rat e str uc tures into  balanc e. The peti ti on  al so  asks  tha t AT&T be required  to prepare a new cost study af te r the  adjusted ra tes had been in e ff eo t for one yea r, ural argument on the is su es  raise d by the above-mentioned pleadingswas held before  the Cormisaion an banc June 12, 1556.- w ----—
Such eerv icee  include  Private Line Telephone Se rv ice s end Channels{ Channels for  Telephotograph TranemiasIonj and certa in channels furnish ed under Ta rif f FCC No. 220, namely, Channels for  Remote Metering, Supervisory Control end Miscellaneous Sig na lin g Purpoeee.

5. • V e "ire "of the opinion tha t the chargee of  AT&T Co. for pr ivate li raeerv icee  using telephone grade channela are un justly and unreasonably high and should be reduced.  Cta the ba sis of the respondents ' cam coat  atud ies, which,  as we have sa id , nust be presumed to pre sen t the  facta in  the meet favora ble  li gh t fo r respondents , such chargee ere producing a return  on the respondents ' claimed ne t inveetrasnt devoted to  rendering the ee rv icee  to which they apply which is  beyond the  realm of  m o r ru iS ia n... , y* * 
fur the r of  the opin ion the t euch a reduct ion can and should be made fo rt h- with end th et  our requirement of  euch a red uct ion at th ia st ag , of  the pro­ceed ings  w il l not depr ive the company of ary righ ts  i t  may have to a fu ll  hea ring. I t  shou ld be stat ed , however, th et  our de atsio n for an ii ^ d ia ta  redu ction is  based en ti re ly  on the eviden ce as to  the  operating re su lt s represented by the respondents ' w r coa t stud iee.  We have giv en no erv ^id er-  et io n in th ia  con nec tion  to the al le ga tion s of GSA or AT&T with re sp ec t to subsequent or prosp ect ive  changes in  revenues  and investment costa  ex ci pt to  the ex ten t tha t any euch fa ctor s are ref le cte d  by respondents' restatem ent  of  the 1555 study r e su lt s . • » « • • •

•  e w e e e  •  « •
lh . In view of  the for egoin g, i t  is  concluded that  the charges of  AT&T for 
i t s  pr iva te line  telep hone grade se rv ice describ ed above ere  and w il l be unjust  and unreasonable.  The Company IS HEREBY CRUSHED to f i le  rev ised ta r if f  sche dule s to  becoee e ff ec ti v e  on sta tu tory  no tic e 60 days from the date  of thia order  which re vi sion s sh all  be designed to e ffe c t  a ne t reduction in gross revenues rrcvn the above-mentioned se rv ices  in  the amount of  65 ,70 0,0 00  per annum when calcu lat ed on a basis  co ns is te nt  with the volume of  usage from which ♦he revenues re flec te d in  the resta ted  stu diee  were deriv ed . IT IS FURTHER CRDERED that  the pet it io n  of  GSA for  interim ra te red uction IS GRAFTED to the ex tent  ind icated  her ein  and in  a l l  other  reepacta the pet it io n  IS DENIED.

FEDERAL CQMhUNICATIONS COI-iUSSION

ta ee rp te  from FCC Memereoatra OplMon and Order , FCC 56 -  608 -  602 88,  Jams 25 , 1558 
Fago* 1 , 5 , **d 7.
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1. T it le  o f Cane: Surcharge oa Goveraaeat B il l of Lading Ski par at  a

2. Docket Rtalber:  IBS No. M-13632

3.  Regulatory Agency: In te rs ta te  Coaaerce Coaaiss ioa

4.  Date of  Interven tio n;  Ju ly 8, 1960

5.  Brief  Resaae of Case: Proposed aaendaents of ta r if f  to  prov ide fo r 
one aotor ca rr ier a ru le asking a l l  Governaent b i l l s  of  lad ing  su bject 
to an ad di tio na l charge of  30 / per sh ip ae nt . GSA pet it io ne d IOC for 
suspen sion  under date June 24, 1960 . Suspension was granted and 
in ve st ig at io n ordered under ci te d do cket.  The ru le  was wi thd raw  by 
voluntary  ac tion  of  the  ca rr ier and the proceed ing was ca nc el led.

6.  Pos it io n of  GSA; GSA is  opposed to  the  jjq tosi tio n of a charge to  the  
use of  the  Governaent b i l l  of  lad ing  fo ra s.

7.  Ruling of Reg ulatory Agency: Proceeding ca nce lled .

8.  Savings to  Governaent and How Coaputed; None. Pro posal invo lved  
only one re la ti v e ly  sa a ll  aotor ca rr ie r.  However, the propose^ i f  
e ff e c ti v e , would have co ns ti tu te d a precedent for a l l  ca rr iers  and 
would probably have been adopted by a l l .  Bst ia at e of nuaber of  
Governaent b i l l s  of  lad ing iss ue d is  6,0 00 ,00 0 per anaua, which on 
the  ba sis of  a charge of  30 / each would have re su lted  in an ad di tio na l 
expenditure of  $3 ,00 0,0 00  per year.

9. Governaent*a in te re st  was wore than 30% of  to ta l.

10 . Governaent*s pr esen tatio n;  No hearing

11 . GSA’s pr ese ntation  did  not concern na tter s of  regu latory  po licy  to  be 
fol low ed by the regu lat ory agencie s in perfo raing  i t s  r e sp o n s ib il it ie s .

12 . Pu bli c repr esen tatio n:  No hear ing

13 . Naaes of GSA Counsel: No hear ing

14.  Naaes of  Governaent Witne sses: No hearing

13. No att ar aa ys  or wi tnesses were e^tlo yed on a per di ea  basi s.

16.  Bxcerpts  fr oa  dec is ie as  di sc us sing  GSA*s evid ence and co ate atl ea st
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1. T it le  of  Case: Increased Cl as s Rates  -  To or Proa Po iat s in Flo rid a

2.  Docket Number: 14*13525

3. Reg ulat ory Agency: In te rs ta te  Commerce Co miss ion

4. Date of Int erventi on ; May 11, 1960

5. B ri ef Resume o f Case: Motor ca rr iers  sought to increase a l l  cl as s 
ra te s between Cla ss  50 and Cl as s 65, ap pli cab le between Ce ntr al 
Te rr ito ry  and Flo rid a po in ts .

6. GSA po si tion : In opp osi tion to the proposed chang es.

7.  Rul ing of  reg ula tor y agenc y: Proceedings discon tinu ed -  ca rriers  
vo lu nt ar ily  withdrew ra te s.

8.  Savin gs to Government: Not known

9.  Government's in te re st  was not more than 30% o f to t a l.

10. Government's pr ese nta tio n; No hearin g

11. GSA's pre sen tati on did not concern matters o f regulat ory po lic y to be 
follo wed  by the reg ula tor y agen cies  in performing it s  re sp o nsi bil it ie s

12. Public rep resenta tio n: No hearing

13. Name of  GSA Counsel : No hearing

14. Names of  Government wit nesse s: No heari ng

15. No attorney s or witn esses  were e^ lo ye d on a per diem bas is .

16. Bxcerpts from de cis ion s dis cussi ng  GSA's evidence and con ten tio ns;
No hearing
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1. T it le  of C ase : In c re a s e d  R a te s fr o m  an d to  W as hin g to n , D.  C . a r e a  to  
Q uanti co , Va .

2 . Doc ke t N um ber:  23 944

3. R eg u la to ry  A ge nc y:  I n te r s ta te  C o m m e rc e  C o m m is s io n

4. D at e of  In te rv en ti o n : M ay  2,  I9 60

5. B rie f  R esu m e of  C ase : M id dle  A tl an ti c  C o n fe re n ce  c a r r i e r s  (m oto r)  
p u b li sh ed  r a te s  w hic h  chan ged  ra te  b a se  re su lt in g  in  in c r e a s e s ,  to  an d 
fr o m  W as hin gto n, D.  C . ,  b a se d  on  th e h ig h er r a te s  a p p li c ab le  to  
Q uan ti co , Va .

6.  P o s it io n  of  GSA: O ppose d in c re a s e

7.  R uling of  re g u la to ry  agen cy : C a r r i e r s  w it h d re w  th e  in c re a s e d  sc h e d u le s .

8.  Sav in gs to  G overn m en t:  $ 6 8 ,8 0 0  an n u all y . Sav in gs b a se d  on  4 3 ,0 0 0  
to ns annuall y  a t an  a v e ra g e  in c re a s e  of  $ 1 .6 0  p e r  to n .

9.  G o v e rn m e n t' s  in te r e s t  w as not m o re  th an  30% of  to ta l.

10.  G o v e rn m e n t' s  p re sen ta ti o n : No  h e a r in g .

11. G SA 's  p re se n ta ti o n  did  not c o n c e rn  m a t te r s  of  re g u la to ry  po li cy  to  be 
fo llow ed  by  th e  re g u la to ry  a g en c ie s  in  p e rfo rm in g  it s  r e s p o n s ib i li t ie s .

12.  P u b li c  re p re se n ta ti o n : No h e a r in g .

13.  N am es of  GSA  C ounse l:  No h e a ri n g

14.  N am es of  G o v ern m en t w it n e s se s : No h e a ri n g

15. No  a tt o rn e y s  o r  w it n e s se s  w e re  em plo yed  bn  a p e r  d ie m  b a s is .

16. E x c e rp ts  fr o m  d e c is io n s  d is c u ss in g  G SA 's  ev id ence  an d co n te n ti o n s:
No h e a r in g .
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1 . T i t le  o f Case: Mo tor C a rr ie r  In cre ase* -  ‘ In te rm oun ta in  A P a c if ic  Coast

2 . Docket Number: 32887

3* Reg ulat or y Agency: In te rs ta te  Ccmnerce Com lssl on  

4. Da te o f In te rven ti o n : June 15, 1959

5* B r ie f  Resume o f Case: Rate Incr ea se  sought by  Motor  Omann C arr ie rs  
opera ting In  C a li fo rn ia , A ri zona , Nevada, New Mex ico,  Uta h, Id ah o,
Montana, and Co lorado .

6 . P osit io n  o f GSA: In  opposit io n .

7 . Rul in g o f re gu la to ry  agency : The Incr ea se s were fou nd  to  be Ju st  and 
re as ona bl e.

8 . Savings to  Government: $ -  -  -

9 . Government's In te re s t was no t more than  30^ o f t o t a l .

10. Government 's pre senta tio n  was d ir ec te d  to  le v e l o f ra te s  o f a l l  sh ippe rs  
o r user s.  (G en er al  ra te  s tr u ctu re )

11. GSA's p re senta tion  d id  concern m at te rs  o f re g u la to ry  p o li c y  to  be fo llow ed 
by  th e re gu la to ry  ag en cies  In  pe rfor min g I t s  re s p o n s ib il it ie s . GSA 
sug gested c e rta in  te s ts  of revenue need to  augment th e usu al  opera ting 
r a t io  te s t .

12. P ublic Rep re sen ta tio n: None

13> Names o f GSA Counsel: Leonard  M. Shinn

lU . Names o f Government wi tnes ses: Gordon Webner -  G8A, Henry  Andrews -  GSA, 
Her ber t Thompson -  GSA and Ern es t Sanchez -  GSA.

15. No att orn eys o r wi tnes ses were employed on a per diem b a s is .

16 . Exc erpts from de cisi on s di sc us sing  GSA's ev ide nc e and co nt en tion s:
(See Attac he d Sh ee t)
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E xcep ti on s to  th e exam in er's  recom mended re p ort  and ord er  were f i l e d  by  th e 

r esp o n d en ts , to  which  a p r o te s ta n t , th e  Gen er al  S e r v ic e s  A d m in is tr a ti o n  

(G .d .A .) ,  r e p li e d . Our c o n c lu s io n s  d i f f e r  fro m th ose  o f th e ex am in er .

E xcep ti on s and req u est ed  f in d in g s  not  d is c u sse d  h e r e in  no r r e f le c t e d  in  

ou r f in d in g s  or  c o n c lu s io n s  ha ve  be en  con si d ere d  and fo un d not  J u s t i f i e d .

The o p e r a ti n g  r a t io s  shown in  appen dic es  A and E are  sy st em w id e,  and do no t 

n e c e s s a r i ly  p ortr ay  th e r a t io  o f  expense s to  re ve nu e in  th e a reas  co ver ed  by th e 

r a te s  he re  un der in v e s t ig a t io n .  Aware o f t h i s ,  th e  res pon dents  p o in t ou t c e r ta in  

in c r e a se s  in  o th er  a r e a s . S p e c i f i c a l l y ,  th ey  r e fe r  to  an in c r e a se  o f 2 p e r c e n t , 

w it h  some e x c e p t io n s , made in  tr a n s c o n ti n e n ta l c la s s  r a te s  l a  A p r il  19 59 , a f t e r  

a s im il a r  in c r e a se  in  th e  r a i l  r a te s . One o f  th e fa c to r s  wh ich  wo uld  pe rm it  a 

h ig h er  p erce nta ge o f  In crea se  in  th e 1 1 -s ta te s  a r e a , as  com pared w it h  tr a n sc o n ­

t in e n t a l  t e r r i t o r y ,  i s  th e gen era l ab se nc e o f fo rw ar de r c o m p eti ti o n  in  th e form er

a r ea . In  No. 32 886 , Gen er al  In crea ses  - L .T .L . - P a c i f ic  N orth w est , I .C .C .

(d ec id ed  May 11, 1960, m in eo gra phed ),  d iv i s io n  2 fou nd  ju s t and reaso n ab le  

an In crease  o f 5 p ercen t in  m o to r-c a r r ie r  r a t e s ,  ap p aren tl y  th e same as  th e c o r ­

re sp on din g r a te s  b e fo re  us  h e r e , in  Id aho, M on tana , Ore go n,  U ta h, and W ashing ton 

p u b li sh ed  by th e  P a c i f ic  In la nd T a r i f f  Bu re au , In c . A p e t i t io n  fo r  r e c o n s id e r ­

a t io n  Is  pe ndin g In th a t p roceed in g . *♦* " Pa ge s 1 and 8.

"** * G. S . A.  co n te n d s th a t th e aver ag e r a t io s  show n by th e re sp onden ts  do not  

n e c e s s a r i ly  in d ic a te  a ne ed  fo r  a d d it io n a l re ve nu e w it h in  th e  ar ea  un der co n ­

s id e r a t io n  be ca us e th e o p e r a ti o n s  o f  c e r ta in  c a r r ie r s  are  not  c o n fi n ed  th e r e to .

Fo r ex am pl e,  I t  p o in ts  ou t th a t th er e  are  13 c a r r ie r s  whose  sc op e o f o p e r a ti o n s  

i s  a lm os t w h o ll y  o u ts id e  th e 1 1 - s ta te s  a r e a . From th e ev id en ce  b e fo re  u s , how ­

e v e r , we are  s a t i s f i e d  th a t th e  avera ge r a t io s  o f  re co rd  r e f l e c t  w it h  rea so n ab le  

accu ra cy th e  resp o n d e n ts ’ o p e r a ti o n s  in  th e  c o n sid ered  t e r r i t o r y .
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As s e a te d ,  r e c e n t ly  th e  re s p o n d e n ts  ha ve  bee n s u b je c te d  to  s u b s t a n t i a l  I n ­

c re a s e s  In  t h e i r  o p e r a t in g  c o s t s ,  th e  In c re a s e s  In  la b o r  c o s t s  on  c e r t a i n  o f  th e  

re s p o n d e n ts  ra n g in g  fr om  9 .5 7  to  12 .7 8  p e r c e n t .  Th e l a t e s t  o p e r a t in g  r a t i o s  o f

th e  re s p o n d e n ts  b e fo re  us a re  c o n v in c in g  th a t  th e r e  i s  a need  f o r  Im pr ov em en t 

In  th e  re v en u es  o f th e s e  c a r r i e r s .  Bec au se  o t c o m p e ti ti v e  n e c e s s i t y ,  th e  r e ­

sp o n d en ts  e x c e p te d  fr om  t h e i r  g e n e ra l In c re a s e  co mmod ity  r a t e s  s u b je c t  to  a 

s t a t e d  minimum  o f 10 ,0 00  pou nd s o r  m ore . We a re  n o t Im p re ssed  by  th e  ar gu as en t 

t h a t  th e  p ro posed  in c r e a s e  i s  u n re a so n a b le  an d d i s c r im in a to r y  because  l im it e d  

to  c e r t a i n  s e le c te d  t a r i f f s  o f th e  r e s p o n d e n ts . As we s t a t e d  In  G e n era l I n ­

c re a s e s  - l .T .L ,  - P a c i f i c  N o r th w e s t, s u p r a . we a re  n o t c o n s id e r in g  th e  la w ­

fu ln e s s  o f  p a r t i c u l a r  r a t e s ;  o u r  f in d in g s  a re  r e s t r i c t e d  to  th e  la w fu ln e ss  o f 

th e  5 p e rc e n t In c re a s e  a s  a p p l ie d  to  th e  b a s ic  r a t e s .  T h e re in , su ch  an  I n ­

c re a s e  was fo und  J u s t  an d r e a s o n a b le . A l i k e  c o n c lu s io n  I s  w a rra n te d  h e re .

***" Pages 9 and 10.

EXCERPTS FROM INTERSTATE COMMERCE COMMISSION, DOCKET NO. 32887 , MOTOR CARRIER 
INCREASES -  INTERMOUNTAIN AND PACIFIC COACH. DECISION DATED AUGUST 2 b , I9 6 0 .
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1. T i t le  o f Case:  Gen eral  In cre ase s -  LTL P a c if ic  N. W.

2 . Docke t Humber: 32686

3.  R eg ul at or y Agency: I n te r s ta te  Commerce Commission 

U. Date of In te rv e n ti o n : Jun e 1,  1959

5.  B ri e f Resume of Ca se:  I. C .C . in v e s ti g a ti o n  o f a %  ra te  in cre ase  so ug ht  by motor  conmon c a r r ie r s  in  Orego n, Washin gto n, Id ah o,  and  Montana.
6 . P o s it io n  of GSA: GSA ur ge d th a t  th e ra te  in cre ase  was d is c ri m in a to ry  and  not pr ov ed  by  s u it a b le  c a r r i e r  ev id en ce .

7•  Rul ing o f re g u la to ry  ag ency : C a rr ie rs  removed san e d is c ri m in a to ry  fe a tu re s  by  new t a r i f f s  f i l e d  during th e  pendency  of th e l i t i g a t i o n .I. C .C . ru le d  th e ra te  in cre ase  was not shown to  be u n ju s t and un re as on ab le
8 . Sa ving s to  Gov ernmen t: $ - - -

9 . Go ve rnmen t's  In te re s t  was no t more th an  30$ o f t o t a l .

10 . Gov ernm en t's  p re se n ta ti o n  was d ir e c te d  to  le v e l o f r a te s  of a l l  sh ip per s o r u se rs . (G en eral  ra te  s tr u c tu re )

11 . GSA's p re sen ta ti o n  d id  co nc ern m att e rs  o f re g u la to ry  p o li c y  to  be fo llo wed  by  th e  re g u la to ry  ag en cie s in  per fo rm in g i t s  r e s p o n s ib i l i t ie s .  GSA made c e r ta in  su gges ti ons as  to  ap p ro p ri a te  t e s t s  which migh t be us ed  to  a sc e r ta in  c a r r i e r  revenue ne ed s to  supp leme nt  th e  u su a l "o p era ti n g  ra ti o "  t e s t .

12 . Pub li c  R epre se n ta ti on : None

13 . Names o f GSA Co unsel: Leonard  M. Shin n

Ik . Names o f Gove rnment w it nes se s:  A le x is  Bukovsky - GSA 
W ill iam Coope r - GSA

15 . No a tt o rn ey s  o r  w it nes se s were emp loyed on a p e r  diem b a s is .

16 . Exce rp ts  from  d ec is io n s d is cu ss in g  GSA's ev id en ce  and  co n te n ti ons:(See  A ttac he d Sh ee t)
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/(OSA)
"«** The protestant 'co ntend*  tha t the period* used by the respondent*  In com pil­

ing  the  number of  shipment* of  lea* than 10,000 pound* are much too  abort. The 

stud ies show the  tr a ff ic  handled for the  period* se le cte d , and October la  normally 

a re pr es en ta tiv e month. While the  2-day perio d for one ca rr ie r may not be rep­

re se nta ti ve,  we are  sa ti s fi e d  tha t the  longer  5-day and 20-day period* uaed for 

the  oth er thr ee ca rr iers  may be regarded a* fa ir ly  re pr es en ta tiv e for tho se car­

r ie r s . However, It  may not be assumed that  the data thus deve loped ac cu ra te ly  

refl ec t the  to ta l n cm bar of  shipment* of  le ss than 10,000 pound* tra nsp ort ed by 

the  105 oth er  ca rr ier * operating In the  area under co ns id er at ion,  even  though, 

as the  respondent* point ou t,  tho se ca rrier * pa rt ic ip at e In th is  tr a ff ic  Jo in tly 

with the  four  carr ier * shown. ««*" Pago 6,

"*** The pr otes tant  contend* als o  th at  the  average ra ti os shown by the  respond­

en ts do not nec es sa ri ly  In di ca te  a meed for ad di tio na l revenue wi th in  the  area 

under co ns id er at ion because th e ope rat ion* of  ce rt ain  ca rr ie rs  are not con fined 

th er et o. For In sta nc e,  the  Wpaterm Div isi on  of  Co nso lidated Freightw ays , In ­

clu des C ali fo rn ia , and Garret t Fr eig ht  lin es  operates In th at  Sta te , Colorado, 

and Hew Mexico. Those ca rr ier*  admit tha t more tr a ff ic  la  handled by then In 

area* other then that  here con cerned . The la tt er  stat e*  that  only 10 percent  

of  I ts  to ta l revenue la  earned withi n the  e ff ecte d  er e* , and als o  tha t the In­

st a ll a ti o n  of  new d ie se l engin es  In It s tru cks has re su lted  In operating eco n­

omies .^ The responden ts po int out tha t ce rt ain  of  the  ca rr ie rs  whose ra tio * 

are  shown by the  pr ot es ta nt  als o ope rate In othe r ar ea s,  such a* the Denver-  

Chicago Trucking Company and the  Dsmver-Los Angeles Truck ing Company; and tha t 

ce rt ai n oth er  ca rr ie rs  do net encounter the  grades on rou tes  ea st  of  the Cases*..  

Mountain* because  th eir  operations are res tr le te d  to  points west  th er eo f.

3Cerr*tt  Fr eig ht  li n e s ’ ra tios  ware 92’.8  perohnt  In the  f ir s t  quarter of  1958, 
87 .5  per cent In the  fou rth  qg ar tfg,  91 .2 pe rc en t.I n tha t en ti re  ye ar , and 88.5 
percent In the  f ir s t  quarter  of  1959. eee*  Page 7.
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"*** To fu rth er  mi nim ize  the pro bat iv e va lu e of  th e op er at in g ra tl o e  o f re co rd , 

th e p ro te st an t shows th at  numerous ca rr ie rs op er at in g In the area co vered by 

th e t a r i f f s  have  ex pe rien ce d co nst an t growth and ex pa ns io n,  as Measured by In ­

cr ease s In a sse ts  and op er at in g re ve nu e,  si nce  19 47 , and I t  computed an e s t i ­

mated compo sit e ra te  o f re tu rn  fo r  45  ca rrie rs du ring  a 12 -month pe riod  of 11 .52 

pe rc en t be fo re  Income ta x e s , and 8 .1 6  pe rcen t a f te r  suc h ta x e s . However, th e In ­

cr ease s In a ss e ts  o f many of  th e carr ie rs r e f le c t  new ca p it a l ob ta in ed  through 

th e Is su an ce  of s e c u r it ie s  or  by ot he r means, and th e use th ere of In the pur­

ch as e of oth er  ca rr ie rs*  e q u it ie s ;  and the In cr ea se s In gr os s revenu e may be 

a tt r ib u ta b le  to  expanded op er at io ns In new are as.

The p ro te st ant a ls o  o ff ered  In ev id en ce  da ta pu rp or tin g to  show the o u t-o f -  

pocket co sts  per 100 pounds on ship ments  from S e a t t le , Wa sh.,  to  Great F a ll s ,  

K a li s p e ll , Fo rt  H ar ri so n,  and M is so ula , M on t.,  based on co st  sc a le s  de ve lope d 

by our Cos t Fin din g S ecti on  and com piled In public stat em en t No. 3 -5 6, e n t it le d  

"Cost of Tra ns po rt in g Fre ig ht by Cla ss  I Motor Conson Car ri er s o f Gen eral Com­

m odit ie s In P a c if ic  Re gio n,"  from the co s ts  In 1954 of 31 ca rr ie rs In th e la t te r  

re gio n . The re sp on de nt s ob je ct ed  to  th e rece ip t o f such  ev id en ce  on va ri ou s 

gro unds,  In cl udin g th e fa ct  th at  th e P a c if ic  Region embraces  th e S ta te s  of  

Wa shin gton, Oregon, C a li fo rn ia , Ari zo na , and Nevada; th at th e co st  sc a le s  ar e 

base d on th e oper ati ng co sts  o f on ly  31 o f  80 ca rr ie rs op er at in g In th at  re gi on; 

th at 14 o f th e 31 carr ie rs do not op er at e In Idah o, Utah, or  Montana; and th at  

certa in  o f th e la t te r  number op er at e e x c lu s iv e ly  betw een p o in ts  In C a li fo rn ia .

The o b je cti on  was su st ai ned  by th e exam iner . In I ts  b r ie f and ex cep ti o n s,  the  

pro te st ant ar gu es  th at  th e ru li n g  wa3 In error , on th e ground th at th e ob je ct io n s 

r e la te  to  th e we igh t to  be give n th e ev id en ce  o ff er ed , th at  ge ne ra l st u d ie s ar e 

e x te n siv e ly  us ed , and th at th e co sts  of  op er ati ng In a l l  of  th e s ta te s  shown ar e 

not su b s ta n tia ll y  d if fe r e n t . Any sho win g of  ou t- of- pock et  co sts  trtilch do not r e ­

f le c t  th e c o s ts  o f any of th e resp on de nt s In th is  pr oc ee di ng  oper at in g In 3 of  

th e 5 s ta te s  covered by th e t a r i f f s  under co nsi der ati on  Is  lrTev al an t and Im­

m a te r ia l.  The ru li ng Is  aff ir m ed . *♦»« Pages  7 aid 8 .

71036 0 — 61------ 73
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"*** The record  In dica tes tha t d if fe re nt Interp re tatio na  have been fol low ed In 

app lying  the or ig in al ly -p ub lis he d Incre ase  en coumodlty ra te s.  Sone of  these 

ra te  Items sheer "LTL" rather  than stat ed  minimum weigh ts In the  mlnlanm-welght 

colim ns . The protes tant  urges tha t such ra tes  were not Increased , and claims  

that  th is  Is one of  the  cau ses  of  di scrim ination  ag ains t earn H er  shipments. The 

amendment of  Ap ril  9, 1960, however, removed the  cause  of  the misunderstanding  

In two of  the ta r if fs  by pr ov iding tha t the  Increase  would app ly on a l l  commodity 

ra te s exce pt tho se su bject to  mialmnm weights of  10,000  pounds or more. The 

th ir d ta r if f , the Bureau's MP-X.C.C. Bo. 70,  provides  ra te s on ly for the lo cs l 

hau ls of  the Paci fi c Inte rmo uata ln Kxprese Co. ; and Insofar as the  commodity 

ra te s ther ein  are concerned, the  supplen ents lim it  the  Incre ase  to app ly only 

"On a l l  commodity ra te s *** subjec t to min 1mm weights o f le s s  than 10,000 pounds.' 

Since the  ab br ev iatio n "LTL" Is  not a stat ed  minimum we ight , the  commodity ra te s 

pub lished In con nection  the rew ith  are not Increased . There Is  no In dica tio n 

tha t fa ilu re  to  Inc rease  th es e pa rt icul ar  ra te s has re su lted  In any un law ful ness.

Regarding othe r unlaw fulness al lege d by the  pr otes tant  Inherent In the  ba sic  

rat e stru ct ur e,  Ilk a Is su es  were Invo lved In Io . MC-C-1762, Sea tt le  T ra ff ic  Assn, 

v.  Conso lida ted Fra fgfc tuays. la c .. 301 I.C .C . 483, and 306 I.C .C. 87 , which em­

braced als o Me. MC-C-1796, Port land Freig ht T ra ff ic  Assn. v.  M. & M. Past Fre ig ht,  

Inc. Those pro ceedings were reopened, a furthe r hearing  has been he ld , and the y 

are now pend ing. In the  la st  report th er ei n, the  Co m I ss Ion found that  c la ss and 

comsodlty ra te s between Sea tt le  and Tacoma, Ha sh. , and re la ted poi nts , and po in ts 

ea st  of  Pendleton, Orug., In Oregon, southern Idah o, and Utah were unjus t aad un­

reaso nable , unduly pr ej udic ia l to  Seattle-Tacoma and shippers  there lo ca te d,  and 

unduly pre fe re ntial of Portland-Vancouver and shipp ers  the re lo ca te d.  Simila r 

ra tes between Seattle-T acom a and po in ts In ea ste rn  Washington, northern Idah o, 

and Montana were found not shown to  be unlaw ful . ***" Page
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"«** The la te s t op erating ra ti os of  reco rd fo r the  in stan t ca rr ie rs  in dic at e a
11 o

need fo r improvement. The 5 perceat in crea se  proposed approximates the  recant  

Increase in  labor c o s t s .'1 As st a te d , the  Increase  Is  not  being  ap pl ied  to  the  

commodity ra tes subjec t to  minimus weights of  10,000 pounds or more because tr a f­

f ic  moving at  such ra te s i s  su bjec t to  amre sev ere r a il  competit ion  and i s  more 

li k e ly  to  be dive rted  at  increa sed ra te s.  We are not impressed by the  argammnt 

that  the  proposed Incre ase  i s  unreasonable and discrim inator y because lim ite d

to  a po rt ion of  the  te rr it ory  and to  rate s in  on ly the  abovemeatloaed throe
AC

t a r if f s .  Various pro pos als  fo r in cr ea se s in  th is  same te rr it o ry , and in  oth er  

te rr it o r ie s  in  which members of  the  Bureau op er ate, are  mow pend lag before  the  

Bureau. Bare, we are  not co ns ider ing the  law ful ness of  pa rt ic ula r ra te s;  ewr 

fin di ng s are  res tr ic te d  to  the  lawfulness of  the  genera l in cr ea se  as ap pl ied  

to  the ba sic  rate s.  **♦" Page 10 ,

EXCERPTS FROM INTERSTATE COMMERCE COMMISSION, DOCKET NO. 32886,
"GENERAL INCREASE -  L. T. L. -  PACIFIC N ORTHWEST"
DECISION DATED May 11 , I960 .
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1. T it le  of  C ase : M oto r C a r r i e r  L T L  an d AQ in c re a s e s  betw ee n E a s t an d 
Sou th .

2.  D ock et  N o.:  32903

3. R eg u la to ry  Age nc y:  I n te r s ta te  C o m m erc e  C o m m is s io n

4. Dat e of In te rv en ti o n : M arc h  I I ,  1959

5. B rie f  R esu m e of  C ase : M oto r co m m on  c a r r i e r s  b e tw een  E a s t an d S o u th  
publi sh ed  in c re a s e s  of  2% on  L T L  an d AQ tr a f f ic .

6.  GSA P o s it io n : In  o p p o si ti o n  to  in c re a s e .

7. Rul in g of re g u la to ry  ag en cy : ICC  d is co n ti n u ed  p ro c ee d in g s  on  F e b ru a ry  
15,  I9 60 . C a r r i e r  re c e iv e d  th e 2% in c re a s e  on  L T L  an d AQ  tr a f f ic .

8 . Sav in gs to  G overn m en t:  $ - - -

9.  G o v e rn m en t' s  in te r e s t  w as  no t m o re  th an  30% of  to ta l.

10. G o v e rn m en t' s  p re se n ta ti o n : No h ea ri n g

11.  GSA 's p re se n ta ti o n  did  not co n ce rn  m a t te r s  of  re g u la to ry  po li cy  to  be  
fo llow ed  by  th e  re g u la to ry  ag en c ie s  in  p e rfo rm in g  it s  r e sp o n s ib il it ie s .

12.  P u b li c  re p re se n ta ti o n : No h e a r in g .

13. N am e of  GSA  co u n se l:  No h e a ri n g

14. N am es  of  G o v ern m en t w it n e sse s : No h e a ri n g

15. No a tt o rn e y s  o r  w it n e s se s  w e re  em plo yed  on  a p e r  d ie m  b a s is .

16. E x c e rp ts  fr o m  d e c is io n s  d is c u ss in g  G SA 's  ev id ence  an d co n te n ti ons:
No h e a r in g .
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T it le  of Case: Coal to New York Harbor Area 

Docket No. J2871

Regulato ry Agency: In te rs ta te  Coaaerce Comalsalon

Date o f Inter venti on: Author ized but not consumated due to  ca nce llat io n  
of  ta r i f f  Invol ved . .

Brief  Resuae of  Case: IOC in ve st ig at io n of reduced qu an tit y ra te s on 
coal to A tlan tic Seabord consuming areas con dit ioned by lapo rtcd  
re sid ua l fu el  o i l .

Pos it io n o f OSA: The Government was en ti tl ed  to re ce iv e the  ben ef it s 
of  co nd iti on al  volume ra te s in the saae  measure as oth er lar ge  procurers 
of  coal under s la il a r  cir cums tan ces .

Ruling o f regulatory  agency: Schedule applying to Washington, D. C. 
area was withdrawn by ca rr ie rs .

Savings  to Government: $ -  -  -

Government*s In te re st  was not  more than of  to ta l.

Government’ s presen tatio n:  No hearing

GSA’ s pr esen tatio n did not concern matters  or regu lat ory pol ic y to be 
fol low ed by the  regu lat ory agen cie s in performing i t s  r e sp o n s ib il it ie s . 

Pu bli c repr ese ntation: No he ar ing.

Names of GSA Counsel: Bo he ar ing.

Names of Government witn es ses:  No hearing.

No att orne ys  or witn es se s were employed on a per diem b a s is .

Excerpts from de cision s di scus sing  GSA’ s evidence and contentio ns:
No hearing
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1. T it le  of  Case: United. S ta te s of  America vs . Oklahoma City  Ada 
Atoka RR Co. e t a l

2. Docket Number: 32857

3» Re gu lat ory Agency: In te rs ta te  Commerce Commission

U. Date of  In te rv en tion: Complaint was f il e d  Febru ary  l6 , 1959.

5« B ri ef  Resume of Case: Th is comp laint was bro ught by GSA p a r ti c ­
u la rl y  fo r th e Bureau of  Recla ma tion. The com pla int  seeks p re ­
sc ri p ti o n  of  a uni form  maximum sc al e of  ca rloa d cement ra te s  fo r 
th e Wes tern D is tr ic t of  th e Un ited S ta te s.

6. P osi ti on  of  GSA: GSA recommends a lower maximum sc al e based  on 
d is ta nce,  conformable to  th e co st  of  se rv ic e due to  uni form pr o­
gr es si on,  and which w il l prov ide a re li a b le  ra te  stan da rd  in  
advance of  need .

7. Ru ling of  re gu la to ry  age ncy : No de ci sion

8. Savings to  Government: $ - —

9. Government’s in te re s t was no t more than  30$ of  to ta l .

10. Government's  pre se n ta ti on  was lim ited  to  le vel of  ra te s  and cha rge s 
fo r p a rt ic u la r se rv ic es .

11. GSA's p re se nta ti on  did no t con cern mat te rs  of  re gula to ry  poli cy  to  
be fol low ed by th e re gula to ry  ag en cies  in  perfo rm ing  i t s  respon ­
s ib i l i t i e s .

12. Pub lic  re pre se n ta ti on : None

13. Names of  GSA Cou nsel : Leonard M. Shinn

lU. Names of Government w itne ss es : Alfr ed  R. Bo lze , Bureau of  Rec­
lam ation ; Walter  H. P ri ce , Bureau of  Reclama tion; Har old  W. Fost er , 
Bureau of  Reclamation ; Herbe rt Thompson, GSA; A. L. Cupp, GSA;
Gordon Webner, GSA, and Alexi s Bukovsky, GSA.

15. Names of  at to rn ey s or  witn es se s employed on pe r diem b as is : G ilbert  
J .  Par r,  P ri vat e Rai lroa d Cos t Co ns ul tant .

16. Ex ce rpts from de ci si on s di sc us sing  GSA's eviden ce and co nt en tio ns : 
Pending .
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1. T it le  of C a se : In c r e a se d  E x p r e s s  R a te s -  LCL

2 . D ock et  N um ber : I 4c S 70 95

3.  R eg u la to ry  A gen cy : In te r s ta te  C o m m e r c e  C o m m is s io n

4. D at e o f In te rv en ti on: D e c e m b e r  12 , 1958

5. B r ie f  R esu m e of C ase : T a r if f s  f il e d  so ugh t to  in c r e a s e  by  3 1/2%  a ll  
in te r s ta te  r a te s  and c h a r g e s  a p p li ca b le  to  R a il w ay  E x p r e s s  sh ip m en ts  
th ro ughout th e C on ti n en ta l U nited  S ta te s .

6 . P o s it io n  of GSA : O ppose d  In c r e a se d  sc h e d u le s

7. R uling of r eg u la to ry  agen cy : In te r s ta te  C o m m e r c e  C o m m is s io n  o rd er  
date d  A p r il  4 , 19 59  d is co n ti n u e d  p r o c e e d in g s . C a r r ie r s  w it hd rew  3 1/2% 
in c r e a s e s  in  r a te s  e f fe c t iv e  A p r il  7,  19 59 , S p e c ia l P e r m is s io n  N o.  8 162 .

8 . S av in gs to  G over nm en t:  $ -  -  -

9 . G overn m en t' s in te r e s t  w a s not m o r e  th an  30% of  to ta l.

10 . G o v ern m en t’ s p resen ta ti o n : No  h ea ri n g

11 . G SA 's  p r e se n ta t io n  di d not co n cern  m a tte r s  o f r e g u la to r y  p o li c y  to  be  
fo ll o w ed  by  th e r e g u la to r y  a g e n c ie s  in  p er fo rm in g  i t s  r e s p o n s ib i l it ie s .

12 . P u b li c  rep resen ta ti o n : No h ea r in g .

13 . N a m es of GS A C ou n se l:  No  h earin g

14 . N a m es of G ov ern m en t w it n e s s e s :  No  h ea r in g

15 . No  a tto r n e y s  o r  w itn e s s e s  w e r e  em p lo y ed  on  a p er  d ie m  b a s is .

16 . E x c e r p ts  fr o m  d e c is io n s  d is c u s s in g  G SA 'a  ev id e n c e  an d con te n ti on s:
No h e a r in g .
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1. T it le  o f Case: Rules  om Ligh t and Bulky A rt ic le s

2. Docket Muafrer: MC-C-2027

3. Re gul ato ry Agency : In te rs ta te  Co T r e e  C rr<  sal on

4. Date of  In te rv en tio n:  Octobe r 23, 1438

3. B ri ef Resume of  Ca se : Proposed t a r if f  ru le  th at  would provide a lt e r­
na tiv e ra te s on cub ic fo ot  ba sis  fo r li g h t and bulky a r tic le s , which 
would increa se rat es  based on weigh ts.

6. Pos itio n o f GSA: Opposed the proposed rule

7. Ruling of  re gu la to ry  agen cy: ICC de cision  req uired ca nc el la ti on  of  
the proposed ru le s.

8. Savi ngs to Government: -  -  -  -

9. Government's in te re st  was not more than 30% o f t o t a l.

10. Government's pr es en tatio n was U n it e d  to le vel o f ra te s sad charges 
fo r par ti cu la r se rv ic es .

11. GSA's pr ese nta tio n did not concern na tte rs  o f re gu la to ry  pol ic y to be 
foll owe d by the re gu la to ry  age ncies in  performing  it s  re sp o n sib il it ie s .

12. Pu blic repr es en ta tio n;  None

13. Names of  GSA Cou nse l: Donnegan Mann

14, Names of  Government witne sse s; R. C . Uteelman, GSA

15. No att orn eys or witnes ses  were employed on a per diem ba sis

16. Exc erp ts from de cisio ns  disc us sing  GSA 's evid ence  and co nten tio ns :
(See Atta ched  She ets )
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Exc er pt s from I. C .C . D ec is io n o f Au gust 27 , 1-959, In  Do cke t No. MC-C-
2027, ? . 6

"A w itnes s fo r th e  G en er al  S erv ic es A dm in is tr a ti on  o f th e  U ni te d S ta te s  
Government s ta te d  i t s  o pposi ti on  to  cube ru le s  on th e  gro und  th a t  th e  
c la s s i f ic a t io n  pro cess  i s  th e  b e s t means o f co nq ue ring  th i s  prob lem, and 
th a t  th e  c o s t to  th e  sh ip pers  and c a r r ie r s  o f weigh ing and  mea su rin g a l l  
com mo dit ies  te ndere d  fo r tr a n s p o r ta ti o n , wou ld f a r  ex ce ed  th e  re tu rn  th a t  
th e  c a r r ie r s  mi gh t re ce iv e  on th e  sh ipmen t o f some a r t i c l e s  coming un de r 
th e  cube  ru le s . An e x h ib it  was in tr oduced  showing th a t  duri ng  a te n -d ay  
peri od  in  1958 , ^6  re g u la r ly  moving comm oditie s of a d e n s it y  o f le s s  th an  
15 pou nds  per  cu bi c fo o t,  which  would become su b je c t to  th e  prop os ed  cube 
r u le s , moved fo r th e  G en er al  S erv ic es A d m in is tr a ti on . Th ese  co mmod ities , 
w ith a co nsi dera b le  p o rt io n  o f them  moving w it h in  th e  a re a  un de r consi der 
a ti o n , had a va lu e in  one yea r o f $25 ,1 ^7 ,3T0« The F edera l Gove rnment 
sh ip s pa ck ag es  o f numerous sh ap es  and s iz e s  and th e  w it ness  a s se rt e d  th a t 
i t  would be su b je c te d  to  in c re ase d  ex pe nse i f  a cub e ru le  were ap p li ed  in  
th e  co mpu ta tio n o f ch ar ge s th e re o n ."
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1.  T it le  o f C*m : In cr ea sed Ra tes  -  Cen tral  S ta te s T err it ory , 1958

2. Docket Number; 32385

3.  Re gu latory  Agency:  In te r sta te  Com erce  C oasi ss io n

4 . Date  o f In te rv en ti on: Pla ce d on n a il in g  l i s t  by Ge neral Counsel  
under Rule 1.55 b October  2,  1958

5 . B r ie f Reswae o f  Case;  P e t it io n  o f ca rr ie r s  se ek s a ge ner al  in cr ea se  
in  c la s s  and coeaaodity  ra te s throughout th e te r r it o r y .

6 . P o sit io n  o f  GSA: Opposed to  in cre ase s

7 . Ru lin g o f reg ula to ry  agency: No he ar in g to  da te

8 . Sa ving s to  Gover uae nt;  -  -  -  -

9 . Government's in te r e s t  i s  not more than 30% o f to ta l

10 . Government 's p rese n ta ti on : No he ar ing to  da te

11 . GSA’s prese n ta ti on  w il l not  co nc ern n a tt ers o f re gula to ry  p o li cy  to  be 
fo llow ed  by th e re gula to ry  agen ci es  in  pe rf or ni ng  i t s  r e s p o n s ib i l i t ie s .

12 . Pub lic  rep rese n ta ti on : No he ar in g to  da te

13 . Nanes o f GSA Counsel : No he ar ing to  d ate .

14 . Nanes o f  Governnent w it ness es ; No he ar in g to  da te

15 . No att orn ey s or w it nes se s were emp loyed on ’ a per  die n  b a s is .

16 . Exc erpt s fr on  dec is io n s d is cu ssi n g  GSA*s ev id en ce  and co nte nti ons;
No he ar in g to  date .
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1. T it le  o f Cas e: U .8 . by G&A ▼. A.T.hSP Ry. Co. e t a l .

2 . Docket Number; 32462

3.  Reg ulator y Agency: In te r sta te  Com er ce Co am iss ion

4 . Date o f In te rv en ti on: Comp laint f i le d  by GSA June 2,  1938

5 . B r ie f Resuaie o f Case:  GSA, as a sh ip per , se ek s rep ara tion fr oa  r a i l  
ca rr ie rs fo r ex cess iv e  ra te s and char ges on sh ip aen ts  o f crude rubber 
from N.Y. Harbor to  P au li n e,  Kansas, du rin g the per io d 7 /2 5/5 5 to  
2 /5 /5 7 .

6 . P o si ti o n  o f  GSA: That th e Pau lin e ra te s pu bli sh ed , charg ed and pa id
were unla wfu l, in  v io la t io n  o f Secti ons 1 , 2 , and 3 o f In te r sta te  
Coaaerce Act , to  the exte n t th at  they  ex ceed ed  r a te s  co nt ea po ra ne ou sly 
maintain ed  to  Topeka, Ka nsa s. '

7 . Ru lin g o f Reg ul at or y Agency:  Pe nd ing.

8 . Sa ving s to  Go ver nae nt:  -  •» -  -

9 . Go ver naent’ s in te r e s t  was not  ao re  tha n 30% o f t o t a l .

10 . Government’ s prese n ta ti on  was li m it ed  to  le v e l  o f ra te s and ch arges 
fo r parti cu la r  s e r v ic e s .

11.  GSA’ s prese n ta ti on  di d no t con cern a a tt er s  o f re gu la to ry  p o li cy  to  be 
fo llow ed  by th e reg u la to ry  ag en ci es  in  per fo ra in g i t s  r e s p o n s ib i l i t ie s .

12.  P ublic rep re se nta ti on : None

13 . Names o f GSA Co un se l; Ann G. Brand, Malcolm D. M il le r , W il li aa  R. P ie rc e

14 . Naaes of Gov ernaent W itne ss es ; Henry J .  Andrews, GSA, and Kenneth J .  
Z o e ll er , GSA.

15.  No att orn ey s or w it n ess es were ea pl oy ed  on a per d ie a  b a s is .

16 . Ex cerp ts fr o a  d ec is io n s  d is cuss in g  GSA’s ev id en ce  and co nte nti ons:  
Pe nd ing.
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1 . T it le  o f Ca se : Harri aoe Co as tr uc tio n C o .,  e t . a l .  v . Pen nsy lvania  
Ra ilr oa d Cea^ aay,  et  a l . aad re la te d pro ceedings

2 . Docket Nuaber 29932 et  se q.

3. Re gu lat or y Age ncy : In te rs ta te  Come rce  Commission

4 . Date o f In te rv en tion : May 28, 1938

5 . B r ie f Resuae o f Ca se : The proceeding  in vo lv es  ra il ro ad  fr e ig h t ra te s 
ap pl ic ab le  to tru ck ch as si s shippe d by the Un ite d St ate s duri ng 
World War I I .

6.  Pos it io n o f GSA; GSA recoaaaends th at  40% o f the f i r s t  cl ass  ra te  is  
a rea son able aa xia ua  le vel  to be ap plied to the Govern aent sh ip ae nt s.

7.  Rul in g o f re gu la to ry  age ncy : Pro ceedin gs di sc on tinu ed .

8. Savin gs to  Gover nae nt:  Proceeding in vo lv es  pro te ct io n o f Government's 
in te re st  in  the aore than $3,000,0 00 at  is s u e . Money is  being he ld by GAO.

9.  Government's in te re st  was aore than 30% o f t o t a l .

10. Gove rnae nts pr es en ta tio n was di re ct ed  to  le v e l of ra te s o f a l l  sh ipp ers 
or u se rs . (Ge neral  ra te  st ru ctur e)

11.  GS A's  pr es en ta tio n did  concern nat te rs  o f re gu la to ry  p oli cy  to  be 
fol low ed  by the re gu la to ry  ag en cie s in  per form ing it s  r e s p o n s ib il it ie s .
GSA urg ed, aaong oth er th in gs,  th at  the  In te rs ta te  Co me rce  Co aa issioa  should act reopen records in  pro cee din gs aor e than ten yea rs o ld , thereb y 
re ve rs in g impor tant precedent pro cee din gs on the ba sis  o f such reopened 
re co rd .

12. Pu bl ic  re pr es en ta tion : None

13. Naaes o f GSA Co un se l: Leonard M. Shin n and Ma lco la D. M il le r

14.  Naaes o f Govern aent witn es se s: Cla re nc e W il li aa s -  GSA, Wilaa Dalton -  
GSA, W. Le vi ns te in  -  GAO, Ja ne s L . Ca lla n -  GAO, Mel vin B. A u lt  -  Aray 
Ordnance Co rp s, Joh n D. Ri gg s -  General  Motors Co rp.

15 . No at to rn ey s or wit nes ses  were employed on a per di ea  b a s is .

16. Bxcerp ts fr o a  de ci sion s dis cu ss in g GSA's  evi den ce and co nt en tio ns :
(Se e at ta ch ed  she ets )



INDEPEND ENT OFFICES APPROPRIATIONS, 19 62 1163

"** * In th e  embraced p ro eeed la g , Wo. J2 H U, th e  Ooveramsat  f i l e d  a c o e p la la t  
on Feb ru ar y 7» 1957» • •  amende d, pu rs ua nt  to  aa  ord er  date d De ee ab er  12, 19 5^ t le eu ed  by th e  U nited  S ta te e  Court o f  C la im  l a  ca ne l o .  3O8-5U, Ch esa peake and  
Ohio Bn11way Company ▼. U nit ed  S ta te n . The Co urt ord er  su sp en de d pro ce ed in gs 
In th a t a c ti o n  pe nd ing e d e te r a ln a tl o a  by th e C n m is s lo n  ae  to  wh ethe r 
th e ch ar ge e a ss e r te d  by th e c a r r ie r  on th e In volv ed  sh ip m en ts  we re rea ­
so nab le  and th e  a sk in g  of such  f in d in g s  or  re por t as  ehe  C m a ls s lo n  may 
deem n ecessa ry  and a d v is a b le . I t  I s  a ll e g e d  In  th a t com p la in t,  as  astend-  
ed , th a t 579 carlo ad s o f motor  v e h ic le  c h a s s is , kn ocke d down, packed  In  
b o xes,  we re sh ip pe d fo r  th e  ac co unt o f th e Government duri ng th e  ye ar  
1943 from  H ale th orp e,  N d ., West C a rte re t,  N. .1 .,  and P h il a d e lp h ia , P a .,  
to  Newport  News and N orfo lk , V s . , fo r  ex p o r t.  F re ig h t ch arg es  th ere on  
were p a id , but  upon au d it  by th e Gen er al  A cc ou nti ng O ff ic e  o f  th e  Go vern­
ment I t  was de term ined  th a t th e  maximum ch ar ge s a ll o w a b le  fo r  su ch  tr a n s­
p o r ta ti o n  wer e on th e b a s is  o f th e c la sa -4 0  ra te  In  ac co rd an ce  w it h  th e 
Co m missio n' s d e c is io n s  In hs r r ls o n  C cr.s tn .c fl  jn  Co . v . P en nsy lv ania  R, C o ..
280 I. C .C . 279 , and Gra fto n Cca l Co. v . 3 a lt lf r o ie  4 0 . 8 . C o .. 280 I. C .C .
4 35 , h e r e in a fte r  re fe r r e o  to  as th e Har r!so n and Gra tto n c a s e s , r e s p e c t iv e ­
ly . Re cove ry  o f a ll e g e d  ovet ch arges was made by th e Government th ro ug h de­
d u ct io n s from su bs eq ue nt  sh ip m en ts , a f te r  wh ich  s u it  was br ou gh t In thefWfcri: 
Court  o f  Claims fo r  th e amounts cl ai m ed  due on th e b a s is  o f  r a te s  wh ich  th e 
c a r r ie r s  co nt en d we re a p p li c a b le . *** " Pa ges 2 and 3»

"*** Exh ib it . Wo. P.-L3 w :-p o b je c te d  to  as bei ng Ir r e le v a n t  and Inma’’tr i a l ,  
but pr im e” ! 1 / bec au se  th e w it te a e a s  we re no t p resen t a t th e  h ea r in g  fo r  
d ir e c t  c r  cro> 3 ex a sl nat io ’.i.  I t  13 ar gu ed  chat  to  pe rm it  th e  t es tim on y 
In  t h is  tv co rd  o l th e se  th ree  v ltn e ta e s  made in  anot her  or oc «- *d irg bef ore  
th e  C crw ls si or  o - c h lb lt s  th e  t ig h t o f  c r o ss-e x a m in stI o n , In v io la t io n  o f 
th e  Com m ission 's  pro ce dura l r u le s  and th e gen er al ru le s o f  e v id e n c e . Rule 
1 .8 2  o f  th e Gen eral  R il e s  o f  P r a c ti c e  p ro v id es,  arz jtg  e th e r  C hin gs , th a t 
I f  any p o r tt cn  o f  th e  re co rd  oefo re  th e C oa r. is ei cn  it . sa y  pro ce ed in g  
oth er  th an  th e or e cr  hoa rl rj j 1» o f fe r e d  In  e v id e n c e , a tr u e copy  o f such  
p o rti o n  s h a ll  tie ore ee nte d  fo r  th e  re co rd  in  th e  form  o l  an e x h ib i t ,  un­
le s s  th e  p e tti e r , l c  s p e c i f ie d  w it h  p a r t ic u la r it y  In  su ch  man ner as  co be 
r a a d ll y  I d e n t if ie d  sr d  th e p a t t ie s  re p rese n te d  a t th e h earin g  s t ip u la te  
upon th e re co rd  th a t su ch  p cr clo n  may be ln co rp cta te d  by r e fe r e n c e , and 
th e  o f f i c e r  d ir e c t s  such  lneo -”p o r u tl o n . F a il u r e  o f  th e  p a r t ie s  to  s t i p ­
u la te  to  th e  ’ -o -p cr at. io n  by re fe r e n c e  o f th e p r o f fe r 'd  te st rn o n y  ss  an 
e x h ib it  br ou gh t th e ru le  in to  p la y , end e x h ib it  N. . &-13 was p ro per ly  
rece iv e d  In e v id en ce . T his  d id  n ot cu t o f f  ex am in at io n o f  th e wltn .eus ev  
as c ls lm ed  by th e Gen eral  S e r v ic e s  A & n ln is tr a t lo r . The Cover rnar. t was 
n ot r e s t r ic t e d  from c a l l in g  th e se  w it n e ss e s  fo r  s v o lu n ta ry  ap pe aran ce  
o r , I f  ne ed  be , a ssu r in g  th e ir  ap pe ar an ce  thro ug h th e  Is su an ce  o f  a ju b - 
pe on a.  While th e  r u le  p ro vid es  th a t an y such  ex n lb it  so  o f fe r e d  s h a l l  
be su b je c t to  o b je c t io n s , th e  pu rp os e o f th e e x h io it  was to  ehew ge ner ­
a l l y  th e  war -t im e and abn orm al . r an sp ort at .ion  c o n d it io n s  duri ng th e p e r i­
od from  1941 th ro ug h 19 51 . The o b je c ti o n s  o f l r r e ’ ev an ev  and lw m a te r ie l-  
£ fy , th e r e fo r e , gc to  th e weigh t to  be g iv en  th e ev id en ce  o f fe r e d , and 
su ch  o b je c t io n s  we re  ir o p e r ly  o v e r r u le d . *** " Page h»
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"* **  The G o t t n w n t  o b je c te d
Co the testimony and exhibits as being Irrelevant, Immaterial, beyond 
the issues involved, and unduly broadening the Issues. The defendants 
srgued that auch testimony and exhibits were for cosq>aratlve purposes 
to show the applicable rates on other shipments of the same or identi­
cal type moving within the same territory. The examiner received in 
evidence exhibit Nos. R-l, R-2, R-3, and R-4 and the testimony made 
with respect thereto, but excluded additional testimony and exhibits 
purporting to emphasize the same point as being cumulative evidence. 
The defendants made offers of proof of the remaining testimony to have 
been offered in such regard and on brief renew their objection to the 
examiner's ruling. The Government, on the other hand, renews its ob ­
jections to the ruling to the extent the examiner permitted any of 
such testimony and exhibits into the record, and moves that it be 
stricken entirely. The principal issue in the Harrison and Grafton 
cases now opened for further hearing and reconsideration is the Just­
ness and reasonableness of the rates and charges. The purpose of the 
testimony and exhibits here considered was to measure the rates and 
charges Involved in those two cases by comparisons with other ship­
ments, shoving the cumo dlty shipped, the origin and destination, and 
the rates and charges that were made. To permit a reasonable showing 
of these comparisons was not an error after vhlch the same type of 
testimony, differing only to the extent that the shipments and charges 
occurred on another railroad, becomes cumulative in nature. The ex­
aminer's rulings with respect to this testimony and exhibit Nos. 1-1, 
1-2, 1-3, and 1-4 are sustained. ***" Page

"*** Government's evidence. - As previously noted herein, the General 
Services Administration was permitted to intervene in the Harrison and 
Crafton cases. The Justice Department also represented the Government. 
The role of the Government has been to support the two prior decisions 
in these case6 with new and additional evidence. It takes the position 
that the real question is not whether certain statements in the prior 
reports were erroneous, but whether the end result was correct.

A compilation of all items in Consolidated Freight Classification 
No. 16, official territory, taking a third-class rating with a 15,000- 
pound minimum, shows a total of 83 itests. Contrasted with that show­
ing, a summary of items taking a class-40 rating with minima of 18,000 
to 50,030 pounds appears as follows:

Minimum weight 
in pounds

No. of 
Items

Percentage of class-40 
items in each carload 
m in im um -w ei gh t c a te g o ry

18,000 2 .220,000 39 4.424,000 661 74.528,000 1 .130,000 136 15.336,000 36 4.040,000 9 1.045,000 1 .150,000 2 .2Total 887 100
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Testimo ny w ith res pect  to  th e vari ous elem en ts  to  be co ns id er ed  In 
de term in ing re as on ab le  and la wfu l c la s s i f ic a t io n  r a tin g s , with  emphasi s 
on a c la ss -4 0  r a tin g , was pre se nte d . Thi s te st im on y fo llow ed  la rg e ly  
the c la s s i f ic a t io n  p r in c ip le s  se t fo rth  by th e Conatls slo n In C la ss  Rate  
In ves t l , s t  lor ., 19 39 , 262 I. C .C . 44 7.  The Government w it ness  In dic ate d  
th e we ight  o f th e In vo lv ed  sh ipm ents to  be about 25 pounds per cu bi c 
fo ot and th e va lu e to  be about 22 cen ts  per pound. He ad mitt ed  no In ­
v e s t ig a tio n  was made as  to  va lu e o f th e Harrison and Gr afton sh ip m en ts , 
but th e va lu e o f 22 cen ts  was th e r e su lt  of st udyin g a la rg e nianber of 
Government shipm ents which moved du ring  1942 thr ough 1946 . By th e use 
o f data from th e C la ss  Bate In v e s t ig a tio n , 19 39 , su pr a, he co nc lu de s 
th at th e pro per  ra ti n g  fo r  a cube of 25 pounds sh ou ld  av er ag e no more 
tha n 4 3 .6  pe rc en t o f f i r s t  c la s s ,  and th at th e av er ag e c la s s i f ic a t io n  &  
fo r  Items  va lued  at  22 cen ts  per pound shou ld ca rr y a ca rl oa d ra ti n g  p/l
o f le s s  than 47.2  pe rc en t t f  f i r s t  c la s s .  His te st im on y shows th at  be fo re  
an av erage ra ti n g  o f 54 .4  pe rc en t o f f i r s t  c la s s  Is  re ac he d,  th e va lu e of 
th e a r t ic le s  must range bet ween 50 and 59 cen ts  pe r pound. Ac cord ing to  
one o f h is  e x h ib it s , a r t ic le s  ha ving  a va lu e of 22 .3 6 cen ts  per pound 
sh ou ld  be ra te d c la s s  40 in  o f f i c i a l  te r r it o r y  while a r t ic le s  ta kin g a 
th ir d -c la s s  ra ri ng are  shown to  hav e an av erag e va lu e o f 55 .8 0 cen ts  par 
pound. In th e op in io n of  th is  w it n e ss , th e 1 5 ,0 0 0 -pound minlmwn on tw in - 
un it  pack v eh ic le  ch a ss is  Is  w hol ly  In con si st en t w ith th e p h ysi ca l a b i l i ­
ty  o f th e a r t ic le s  to  load  from 43 ,3 90 to  79 ,960  pounds pe r ca r , which In ­
d ic a te s  to  him th at  th e a r t ic le s  were  im properly c la s s i f i e d .  I t  was 
poi nte d out th at  the den si ty  o f th e m oto r- veh ic le  c h a s s is , as  sh ip pe d,  
u t i l iz e d  f u l ly  th e c a rr ie r s ' equipment and produced ch ar ge s ap pr ox im ately 
fo ur  tim es  grea te r tha n ch ar ge s computed on th e minimus w ei gh ts  pu bl ishe d 
fo r  au tomob ile  c h a s s is , knocked down.

An ex h ib it  wa6 In tro du ced pu rp or ting  to  show th at a 2 .5 -t o n  6 x 6  
truc k c h a ss is , tw in -u nit  packed , as  In th e Harrison c a se , redu ced th e cube 
by about 70 perce nt,  as compared to  th e cube of  th e c h a ss is  se t  up.

A co m pilation of  s la t i s t l .c e l  da ta taken from th e f i l e s  o f th e Com­
m is si o n 's  one pe rc en t w aybil l st udy, pu rp or ts to  show th at th e c la s s -4 0  
rati n g  b a sis  app li ed  to  th e shipm ents In th e Harris on  and Gr afton ca se s 
Is  c o n sis te n t with  ra ti n gs a c tu a ll y  app li ed  on t r a f f ic  which moved w it h ­
in  o f f i c i a l  te r r it o r y  du rin g 1947 and 1956. Comparison was made o f  
c la s se s  of comm odities th at  were b e li eved  to  be si m il a r  to  th e a r t ic le s  
In vo lved  In th e In st ant sh ip m en ts , sho win g th e av erage pe rc en ta ge  o f 
f i r s t - c la s s  ra te s app li ed  In 1947 and 19 56 . Such av er ag es  in  pe rc en ta ge s 
of f i r s t  c la s s  are shown to  be as fo ll o w s:  Au tomob ile s end a u to -t ru ck s, 
knocked down (c la s s  621),  31 and 30 , r e sp e c tiv e ly ;  v e h ic le  par ts  ( c la s s  
623),  32 fo r  be th  1947 and 1956; motor v e h ic le s  (c la s s  617),  41 and 28 , 
resp ecti v ely ;a n d  a g r ic u lt u r a l Implements ( c la s s  5 91),  39 and 33 , resp ec­
t iv e ly .  A <te lt te dly , th e stu dy  did no t co ve r th e pe ri od  1941 thr oug h 1946  
because 1947 was th e f i r s t  year  th e w ayb il l st u d ie s  o f th e Comm ission  
were a v a il a b le . The re co rd  shows many changes in  th e c o n s is t o f th e com­
mo dit y c la s se s  a f te r  Jan uary 1,  1947 due to  a cha nge  In  th e ac co unt in g 
c la s s i f ic a t io n  e f f e c t iv e  on th at  dat a.  While th e t r a f f i c  shown moving 
in  1947 and 1956 fo r  co mparativ e purposes  moved to  a gr ea t exte nt on com­
mo dit y ra te s or  ex ce pti on  r a tin g s , th e re co rd  does no t d is c lo se  any h i s ­
to ry  or  background o f any suc h rate s or  r a ti n g s .
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An o f f l - 'l a l  o f th e  T ru ck  D iv is io n  o f G en er al  M ot ors  t e s t i f i e d  w it h  
r e s p e c t to  th e  wa-, sh ip m en ts  of  t ru c k s  an d tr u c k  c h a s s is  wer e made by 
h is  com pany  both  b efo re  an d d u ri n g  Wo rld War I I .  G en er al  M ot or s was th e  
l a r g e s t  m an u fa c tu re r o f 2 .5 - to n  6 x 6  tr u c k  ca rg o  c h a s s i s . P r io r  to  
World War I I ,  th a t  co m pa ny 's co nsn er cl al  sh ip m en ts  f o r  e x p o rt  we re  s h ip ­
pe d bo th  in  s in g le - u n i t  an d tw in -u n it  packs.  The  s in g l e - u n i t  co nsn er cl al  
pa ck  was s u b s t a n t i a l l y  th e  same s iz e  as  th e  s in g le - u n i t  m i l i t a r y  pack , 
an d th a t  was a ls o  t r u e  as to  th e  co mmer cial  an d m i l i t a r y  tw in -u n it  p ack s . 
A cc ord in g  to  t h i s  w i tn e s s , a sh ip m en t o f f r e ig h t  au to m ob il e  c h a s s is  o r  
co m ple te  f r e ig h t  au to m ob il es w ei ghin g 78 ,000  o r  80 ,0 00 po un ds  wo uld  be 
a r a r e  and unusu al sh ip m ent.  The  p r in c ip le  re aso n  was bec au se  o f th e  
s iz e  of th e  a v a i la b le  r a i l  c a r s . Such lo ads re q u ir e d  c a r s  o f  6 0 -f o o t , 
le n g th s  and  o v e r , and th o se  c a r s  we re  In  l e a s t  ab un da nc e.  ** *"  Pa ge s 10  an d 1 1 .

"***  At th e  f u r th e r  h e a r in g  th e  Gov er nm en t's  ev id ence  t r e a t e d  th e  I s s u e s  In  
a g en era l f a s h io n . F o r ex am ple , th ey  In tr o d u ced  d a ta  sh ow ing a l l  It em s In  
th e  c l a s s i f i c a t i o n  ta k in g  t h i r d - c l a s s  and c la s s -4 0  r a t i n g s .  A n a ly s is  was 
made o f rn e se  r a t in g s  to  show th e  av er ag e c l a s s i f i c a t i o n  r a t in g  a s s ig n e d  to  
a r t i c l e s  c f  v a r io u s  v a lu es  p e r  pou nd and  w eig h ts  p e r cu b ic  f o o t .  The nu mer­
ou s f a c to r s  In vo lv ed  In  d e te rm in in g  re a so n a b le  and la w fu l c l a s s i f i c a t i o n  
r a t in g s  we re  d is c u sse d  In  th e  l ig h t  o f th e  Com m is si on 's  re p o r t In  C la ss  R at e 
I n v e s t ig a t io n ,  1939 , s u p ra , w it h  th e  c o n c lu s io n  th a t  c la s s  40 , minimum w ei ght 
24 ,0 00  pounds,  was th e  p ro p e r , re a so n a b le , and  Ju s t r a t i n g  to  be ac co rd ed  th e  
In vo lv ed  co m m odit ie s. C arl oad  w ay b il l s t a t i s t i c s  p u rp o rt e d  to  show th e  c l a s s -  
40 r a t in g  was c o n s is te n t  w it h  r a t in g s  a p p li e d  on  t r a f f i c  moving  w it h in  o f f i c i a l  
t e r r i t o r y  d u ri n g  1947 and  1956 of  s im i la r  co m m od it ie s In  avera ge  v a lu e  o r  a v e r ­
age w e ig h t.  ***" Pa ge  1 3 . -

"«**  ■jhe com pla in an ts  an d th e  Go ver nm ent  bo th  
ar gue th a t  th e  minimum w eig h ts  o f 12 ,000  an d 15 ,0 00  pe un os  fo r  th e  se co nd  
and t h i r d  c la s s  r a t i n g s ,  r e s p e c t iv e ly , in d ic a te  th a t  th e s e  min ima we re  to o  
low fo r  sh ip m en ts  a v e ra g in g  80 ,0 00  an d 44,0 00 po un ds  es h e re  In v o lv ed . D i­
v is io n  2 was a p p a re n tl y  o f th a t  op in io n  when I t  fo un d th a t  be ca us e o f th e  
M th o d  o f pack in g  th e  c a r s  co uld  be and were lo ad ed  g r e a t ly  In  excess o f 
th a  e s ta b l is h e d  m in im is  w e ig h t.  Tbe  f a c t  th a t  th e  m ln lf m  w eig h ts  In  th e  
c l a s s i f i c a t i o n  we re  made su b je c t to  ru le  34 ca nnot be over lo oked  In  an  a t ­
tem pt  to  ar gue th a t  the>  a re  t^ o  low an d in c o n s is te n t  w it h  th e  a n i l i t y  o f 
h e a v ie r  lo ad in g  f o r  t h i s  t r a f f i c .  Where th e  bas e r a t e  was 12 ,0 00  pounds,  
ru le  34 made th e  a p p l ic a b le  r.InIn nin  w eig h ts  f o r  45  f e e t  11 In ch  an d 65 
f e e t  6 In ch  c a rs  17 ,0 40  an d 24 ,0 00  poun ds , r e s p e c t iv e lv ;  whe re  th e  bas e 
r a ta  was 15 ,0 00  pounds,  ru le  34 mads th e  a p p l ic a b le  minim us  w eig h ts  21 ,3 00  
and  30 ,0 00  pounds,  r e s p e c t iv e ly . M ore ov er , th e  mere a b i l i t y  to  lo ad  more 
th an  th e  mlnlmtmi w ei ght do es  no t J u s t i f y ,  In  an d o f  I t s e l f ,  th e  p r e s c r ip ­
t io n  o f r a te s  w it h  h ig h e r  min im a. Minimum w eig h ts  a re  g e n e ra ll y  f ix e d  to  
b e s t se rv e  th e  p u b l ic ,  sn d ch an ge s t h e r e in  sh o u ld  be  re q u ir e d  on ly  upon  
co n v in c in g  ev id en ce  th a t  th ey  a re  u n s u i ta b le  to  th e  p a r t i c u l a r  co ra no dl ty  
an d u n s a t is f a c to ry  to  th e  sh ip p in g  p u b li c  g e n e ra l ly . Sea T h r i f ty  Drug 
S to re s  Co . ,  I n c ■ v . S ou th er n  P au . C o ., 277 I .C .C . 61 5,  61 8.  A G en er al  Mo­
to r s  w it n e ss  s t a te d  th a t  le ad s o f th e s e  ty p es o f  co m m od it ie s w ei gh in g  
80 ,0 00  pnunzU u . ’-t  u n u su a l.  ***"  Pa ge  lh .
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"*** The Govermenc argues tha t the  new pack ing developed  during World 
War II  was the re al  ba sis for the  d iv is io n 's  pr ior  d ec is io ns.  The re­
cord made at  the  fur ther  hear ing , however, shows a General Motors w it ­
ness te s t if ie d  tha t h is  company made shipments of  veh ic le  ch as si s be­
fore  the  war In si ngle -u n it  and tw in-uni t pack ages . They were compara­
b le , exc ept  he sa id  the  m il it ar y tw in-u ni t pack was more dismantle d than 
the commercial tw in-uni t pack. «**" Page 1$ .

"*-** The Government la  con tending that  the  charges shou ld not exceed the 
c la s s -40 ra te  between ori gi n  end des ti nati on . On that  ba sis the  ra te  from 
West Ca rte ret would be 41 cents end from Philade lph ia end Halethorpe the  
ra te  would be 36 ce nts .

The Government is  not at ta ck in g the  c la ss if ic a ti o n  or ex ce pt ions  ra t­
in gs,  ae such. However, It  contends tha t sin ce  the  veh ic le  fr ei ght ch as si s 
mere ship ped  knocked down aud boxed In tw in- un it pecks ther e was such a 
warted change la  both de ns ity  and va lu e,  as wel l as othe r tran sp or tatio n 
ch a ra cte r is ti c s , from the a r t ic le s  or ig in all y  contemp lated  end shipped at 
the time  the  c la s s if ic a ti o n  end ex cept ions  ra tin gs  were f ir s t  es ta bl ishe d 
la  1911 end 1923, end that  the  charges claimed are so ex ce ss iv e they are un­
re ason ab le . On the theory  that  the  c la ss if ic a ti o n  of coamoai ti e s  Is not a 
f in a li ty  and that  freq ue nt ly  manufactured can modlt les undergo marked and 
permanent changes In th eir  de ns ity or valu e or bo th, the  Government under­
took to  show that  the  rae inga which once may have bean on a proper  ba sis 
became, as a res u lt  of  such develop ments, too  high . Testimony was produc­
ed with respect to  each element to  be u ti li z e d  In the dotarwln atlon of  a 
Jus t and reasonable c la s s if ic a t io n  as sa t out In Class  date In ve 6t i 
193 9, 262 I.C .C. 447, 508 -50 9. Of the  var ioua elem en ts , par ticu la r etre sa  
la  placed  upon de ns ity and va lu e,  however r ea li z in g  nei th er  Is co ntr oll in g  
to  the  ex clus ion of  oth er tran sp or tatio n ch a ra cte r is ti cs.

The Government showb the de ns ity  of  what It  c a ll s  14 re pr es en ta tiv e 
shipments to  range from 21 .1 to  29.6 pounds per cub ic fo ot,  with  an average  
of  27.2 pounds. The average weight of  the  14 shipm ents was 44 ,498 pounds 
par ca r.  Reference Is then  made to appendix 6,  te b le  1, of tb s Cj mu lss lon 's 
report In Class  Rat e In ves tigati on , 1939,  supra, which In di ca tes the  average  
c la s s if ic a ti o n  ra ting of  items having a de ns ity of  20 pounds and under 30 
pounds par cubic  foot  was 43 .6  percent of  f ir s t  c la ss Ir o f f ic ia l  te rrit ory  
during the  perio d June 1. 1940 to  September 30, 1942.

These 14 shipm ents moved between June 20 and Ju ly  14, 1943. The ca r­
r ie rs show th at  In 1943 the  average ton s per car of  fr ei gh t or ig in at ed  was 
at  an a ll -t im e hi gh , fi v e  tone  per car ove r 1939, for example. The same 
Inc rea se In tonnages al so  ap pli ed  to  manufactured a r t ic le s . I t  is  con tend­
ed by the  ca rr ie rs  that  such hes-'y locd lng occurred as a re su lt  of the war 
emergency to  conse rve  space and u t i li z e  to  be st  advantage the tran sp or ta tio n 
equipm ent. I t appears that  the  par cubic  fo ot  de ns ity may be somewhat ov er ­
st at ed  by the Government. According co appendix 6,- ta bl e 1, of  the Commis­
si on 's  rep ort  above re fer red to , item s with a de ns ity of  10 pounds and under 
20 pounds had an average  c la s s if ic a ti o n  ra ting of  49 .4  percent of  f ir s t  c la ss  
In o f f ic ia l  te rr it ory . The Commission, In the  War Materi a ls  Reparat ion 
Cases , 294 I.C .C . 5, 18,  obse rved  that  heavy loa din g of  shipments and heavy 
volume of movement Inc ide nt to  the  teriuorary war emeegenoj rou ld not be re c-  
up.tB.nl as a ba sis for a findin g of  unrea son ablen ess .

71036 0 —61----- 74
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A w it n e ss  fo r  :he  Government p la ce d  a valu e o f  22 c e r t s  per  pound on 
th e se  v e h ic le  c h a s s is , which  va lu e  was obta in ed  from pu rc ha se  p r ic e  f i g ­
ure s found In  19^1 and 1942 Gove .-’me at  procu rem ent c o n tr a c ts . A rep re­
s e n ta t iv e  o f  Gen er al  Motors s ta te d  tn a t th e co n tr a ct p r ic e s  wer e »er y low  
as  com pared to  co on er cl ax  p r ic e s . He In d ic a te d  th a t th e la rg e  pro duct io n

br ou gh t th e c o s ts  down to  th e minimum. To a tta c h  a minimum o f va lu e to  an 
a r t i c l e  due to  th e war em erg ency and volu me o f  pro duct io n  p la c e s  a str a in ed  
s ig n if ic a n c e  on th e el em en t o f  va lu e fo r  ra te  ma kin g p u rp ose s.

The re co rd  show s no lo s s  or  damage was exp eri en ce d  w it h  t h i s  t r a f f i c .

The Government co nte nds  th e minimum w ei gh t o f  20 ,0 00  pou nds  I s  u n rea l­
i s t i c  when a p p li ed  to  th e in vo lv ed  t r a f f i c  where  th e av er ag e lo a d in g  was 
40 ,3 9 6  poun ds pe r ca r and w it h  th e c a p a b il it y  o f  lo ad in g  as h ig h as 78 ,2 20  
pounds pe r c a r . Ove rloo ke d in  su ch  an argu men t i s  th e  fa c t  th a t th e 2 0 ,0 0 0 -  
pound minimum was su b je ct to  r u le  34 . A w it n e ss  fo r  th e def en dants  o u tl in e d  
th e  h is to r y  and a p p li c a ti o n  o f  ru le  34 w it h  resp ec t to  43 2 ca rs her e In v o lv ­
ed ; 9 2 .4  per ce nt o f  th e  sh ip m en ts  co nta in ed  fo ur c h a s s is  In tw ln -u r .l t pack s,  
and th e re m ai ni ng  7 .6  per ce nt d if fe r e d  on ly  In  th e number o f  v e h ic le s  pa r 
c a r , ra ngi ng from one v e h ic le  In  one  ca r to  f iv e  cars lo ad ed  w it h  8 c h a s s is  
each . Du rin g th e per io d  from  Fe br ua ry  7 to  May 28 , 19 43 , In st ead  o f  bei ng  
su b je c t to  a minimum o f  20 ,0 00 po un ds , 7 cars we re su b je c t to  a minim us o f  
22 ,4 00  po un ds , 3 ca rs  su b je c t to  24 ,4 00  po un ds , 6 ca rs  to  28 ,4 00  po un ds ,
10 ca rs to  32 ,4 00 po un ds , and  6 ca rs  to  40 ,0 0 0  pounds un der th e p r o v is io n s  
o f  ru le  34 . From May 29, 1943 to  th e end o f 19 43 , 21 ca rs were su b je c t to  
a minimum o f  24 ,4 00 po un ds , 85 ca rs  to  28 ,4 00 po un ds , 70 ca rs to  32 ,4 00  
po un ds , 52 ca rs to  34 .4 00  po un ds , and 32 ca rs to  40 ,0 0 0  po un ds . I t  Is  
c le a r  th a t th e pr op er  co m pa riso n would  be be tw ee n th e av er ag e w eig h ts  and 
th e  a c tu a l minimum w eig h ts  a p p li c a b le  under  r u le  34 ra th er  than  w it h  th e 
ba se  minimum w e ig h ts . ***" Page 17»

"«* » The ev id en ce  show s th a t th e ru le  26 le v e l  o f  r a te s  wer e e s ta b li sh e d  
Au gust 1 , 19 23 , a f te r  e x te n s iv e  co n fe ren ces be tw een r e p r e s e n ta ti v e s  o f 
th e auto m ob ile in d u st ry  and th e r a il r o a d s . They we re to  ap ply  on boxed 
fr e ig h t  auto m obiles  or  c h a s s i s ,  fo r  ex p o r t,  from  o r ig in s  in  trun k li n e  
t e r r ito r y  to  no rt h A t la n t ic  p o r ts . The In dust ry  co nvi nce d  th e ra ll r o ? d s  
th e se  re du ce d ex por t r a te s  wer e n ecess ary  to  st im u la te  th e ex p o rta ti o n  
o f  auto m obiles  and to  dev el op  marke ts fo r  th e Am eri can su rp lu s pr od uc t t en . 
At th e tim e th e r u le  26 b a s is  was au th oriz ed  I t  r e f le c t e d  80 per ce nt o f 
th ir d  c l a s s ,  but  un der a new sc a le  o f  c la s s  r a te s  p u b li sh ed  e f f e c t iv e  
December  3 , 19 31 , ru le  26 became 55 per ce nt o f f i r s t  c la s s .
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■* **  A t t h e  o u t s e t  o f  t h i s  r e p o r t  I t  was  p o in t e d  o u t t h a t  t h e  Gov er nm en t.
I s  n o t  a t t a c k i n g  t h e  c l a s s i f i c a t i o n  o r  e x c e p t io n s  r a t i n g s ,  a s  s u c h .  T hus 
by  t a k i n g  t h a t  p o s i t i o n  I t  I s  c l e a r  t h a t  a t h i r d - c l a s s  r a t i n g  (7 0  p e r c e n t  
o f  f i r s t  c l a s s )  w i th  a  min im um  w e ig h t o f  1 5 ,0 0 0  p o u n d s , s u b j e c t  t o  r u l e  
3 4 , was  t h e  l e g a l l y - e s t a b l i s h e d  n o rm a l an d  ma xim um  b a s i s  f o r  a p p l i c a t i o n  
on  s h ip m e n ts  o f  b o x e d  f r e i g h t  a u to m o b i le  c h a s s i s ,  k n o c k e d  do w n, d u r in g  
1943 . I t  I s  e q u a l l y  c l e a r  t h a t  a  l e g a l l y - e s t a b l i s h e d  e x c e p t io n s  r a t i n g  
r u l e  26  (5 5  p e r c e n t  o f  f i r s t  c l a s s )  w i th  a  min im um  w e ig h t o f  2 0 ,0 0 0  p o u n d s , 
s u b j e c t  t o  r u l e  3 4 , a p p l i e d  on  th e  c o n m o d l t ie s  I n v o lv e d  In  t h i s  p r o c e e d i n g .  
T h e re  I s  n o t  a  h i n t  o f  a n y  a m b ig u i ty  b e tw e e n  t h e  d e s c r i p t i v e  la n g u a g e  u s e d  
I n  t h e  t a r i f f  a n d  t h e  d e s c r i p t i o n  o f  th e  v e h i c l e  c h a s s i s  t h a t  w e re  s h ip p e d .  
The  G overn m en t s u b m its  I t  s h o u ld  be fo u n d  t h a t  th e  a p p l i c a t i o n  o f  r a t e s  e n d  
c h a r g e s  b a s e d  o n  t h e  r u l e - 2 6  e x c e p t io n s  r a t i n g s  r e s u l t e d  i n  f r e i g h t  c h a r g e s  
w h ic h  w e re  u n j u s t  a n d  u n r e a s o n a b le ,  I n  v i o l a t i o n  o f  s e c t i o n  1 o f  t h e  I n t e r ­
s t a t e  Co mmerce  A c t .  The G overn m ent f u r t h e r  s u b m it s  t h a t  c h a r g e s  r e f l e c t i n g  
a  r a t i n g  o f  c l a s s  40  (4 0  p e r c e n t  o f  f i r s t  c l a s s )  w i th  a c a r l o a d  m ln iu vs r.  
w e ig h t o f  2 4 ,0 0 0  pou n d s s h o u ld  be  fo u n d  J u s t  a n d  r e a s o n a b l e .

The  c a r r i e r s  h a v e  sh ow n t h a t  t h e  r u l e - 2 6  r a t i n g  wa s e s t a b l i s h e d  i n  
1 9 2 3 , o r  20  y e a r s  p r i o r  t o  th e  s h ip m e n ts  h e r e  I n v o lv e d .  D u r in g  t h a t  p e r io d

th e se  were eo  pro te ats  or  co m pl aint s ha ving  been reg is te red  w ith th e r a i l -  
rwmd or  th e Cosaa iseton.  I t  la  w e ll  s e t t le d  th at  th er e la  a presu mp tion e f  
ru am t u 1 w e es  a r is in g  frem th e lo ng e x is t  eace  end main ten ance of  a ra te  
e«  sa t in g  wit  beet  a tt ack . That  pr os iw pt Io n,  how eve r, la  not conclu si ve  
upem a prope r showing ol changed co ndit io ns a f fe c t in g  th e tr ansp ort ati on  
e f  Che commodity which would  rend er  th e ra te  or ra ti n g  to o hi gh  or  to e  low . 
Comrldartn-g th e tr ansp ort ati on  c h a r a c te r is t ic !  of th e co aaw dlt le e shipped 
M d  aha elr cn macaa ee s under which th ey  moved, th e ev id en ce  r e li e d  upon by 
th e CamsTHmenc la  not co nvin ci ng th at  th e ra ti n gs or  rate s shown to  be sp - 
p lt c a h le  were on rs as on ah le . The exam iner  fi nds th at  the r a te s , ra ti n g s , 
sa d t a a l f f  p rovis io ns go ve rn ing th e ir  ap p li ca ti o n  a ssa il e d  la  Be. 32114 
t t e  ne t shewn to  have  been un ju st  or un re ason ab le .

Ae ordsrr d fe e o o c la v fa g  th e  p ro ce ed in gs w i l l  be e n te r e d . ***n  Pa ge  1 8 .

EXCERPTS FROM INTERSTATE COMMERCE COMMISSION, DOCKET NO. 2 9 9 3 2 , 
HARRISON CONSTRUCTION COMPANY ET AL.  ▼. PENNSYLVANIA RAILROAD CO 
DECIS ION  DATED NOVEMBER 7 ,  I 9 6 0 .
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1. T it le  of  C as e:  In cr ea se d  F re ig ht R at es  1958

2.  D ock et  N um ber : Ex  P a r te  212

3. R eg ul at or y Ag en cy : In te rs ta te  C om m er ce  C om m is si on

4 . Da te  of  In terv en tio n:  Ja nu ar y 20 , 1958

5.  B r ie f Res um e of  Cas e:  Th e ra il roads on D ec em ber  23 , 19 57 , fi le d  
sc hedu le s of  in crease d  fr ei ght ra te s and ch arg es  to  bec am e eff ecti ve  
Feb ru ary  1, 1958

6.  P osi ti o n  of  GSA: Opp osed  in c r e a se s .

7.  Ru lin g of  re gula to ry  ag en cy : F in al or de r of  ICC is su ed  Sep te m be r 9,
^958, genera ll y  ap pr ov ed  the  in c re a se s .

8.  Sa vi ng s to  Gov er nm en t: $ —  -

9.  G ov er nm en t’s in te rest w as  not m ore  tha n 30% of  to ta l.

10 . G ov er nm en t' s prese nta ti on  was  d ir ecte d  to  le v e l of rate s of  a ll  sh ip per s 
or  u se r s . (G en er al  ra te  st ru ct ure )

11. GS A's pre se nta ti on  did  not co nce rn  m att ers of  re gula to ry  poli cy  to  be  
fo llow ed  by th e reg ula to ry  agencie s in per fo rm in g it s r e sp o n s ib il it ie s .

12.  P ub li c  re pre se nta tion: None

13. Nam es  of  GSA Cou ns el : M alco lm  M il le r

14. Nam es  of  Gov er nm en t w it n ess es: Jo hn  S.  P e te r s , GSA, and A le x is  P . 
Buk ov sk y,  GSA.

15 . No at to rn ey s or  w it n esses  w ere  em plo ye d on a pe r di em  b a s is .

16 . E xcer pts  fr om  dec is io n s d is cu ssi n g  GSA 's ev id en ce  and co nt en tion s:

E xce rp t Ex  P art e No.  212 D ecis io n , Feb ru ary  11,  195 8 , p . 6 96

"F ly  ash . Th e pro pose d in c r e a se s  on th is  co m m od ity are  op po se d 
by  a nu m be r of e le c tr ic  u ti li ty  com panie s,  which  der iv e fl y  ash  a s  a by­
pr od uc t in  bu rn ing po wde re d co a l,  a co mpa ny  which  bu ys  fl y  as h and 
s e l ls  it  fo r su bs eq ue nt  use ; a co m pa ny , whi ch  b uy s fl y  ash  fo r use  in ma lting  
o il  w ell  cem ent,  and G en er al S e r v ic e s  A dm in is tr at io n, usi ng fl y  ash  as  
an  ad dit iv e fo r cem en t in  bu ild in g dam s.  " .
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E xcerp t Ex P a r te  N o. 21 2 D e c is io n , S ep te m b er  9,  1958 , p.  545.

"F ly  a sh . R esp on d en ts  o r ig in a ll y  p ro p o sed  an  in c r e a s e  o f 3 p e r ­
cen t,  m axim um  $1  p er  to n , on  th is  com m o d it y . In our p r io r  rep o rt,  w e  
appro ved  an  in c r e a se  of 3 p e r ce n t , m axim um  20  c en ts  p e r  to n . R esp ond­
ents  se e k  app ro val of th e ir  o r ig in a l p ro p o sa l.

F ly  ash  i s  th e p r e c ip it a te  o f pow der ed  co a l burn ed  by  e le c tr ic  
u ti li ty  co m p a n ie s.  It i s  u sed  an  an  a g g reg a te  in  co n str u c ti o n  and in  
cem en ti n g  th e c a s in g s  of o il  w e l l s .  In F ly  A sh , C h ic ago  an d T re nto n , 
M ic h .,  to  O ff ic ia l P o in ts , 29 2 I .C .C .  34 9, we sta te d  th at  r a te s  on  b a s is  
of 9.  5 p ercen t of  th e d ocket N o. 28300 s c a le  w ould  p la ce  fl y  a sh  on  ab ou t 
th e sa m e  b a s is  a s c in d e rs  and in d u str ia l sa n d , w h ic h  are  a ls o  lo w -v a lu ed  
c o m m o d it ie s  w ith tr a n sp o rta ti o n  c h a r a c te r is t ic s  s im ila r  to  f ly  a sh , and 
th at  w e b e li e v e d  ra te s  on  th at b a s is  w ould  p erm it  th is  com m od it y  to  m ove  
f r e e ly  in  co m p eti ti o n  w it h  co m p e ti ti v e  p o zzo la n s and o th er lo w -v a lu e  
c o m m o d it ie s . "

E x cerp t E x P a r te  N o. 21 2 D e c is io n , Sep te m b er  9 , 1958, p . 35 0

"T he  G en era l S e r v ic e s  A d m in is tr a ti o n , th e A m e ric a n  R eta il  F e d e r ­
ati on , th e B ic y c le  In st it u te  of  A m e r ic a , and o th e r s , o b je c t to  th e  p ro p o sed  
2 p ercen t in c r e a s e  in  c la s s  r a te s , st a ti n g  th at su ch  r a te s  sh ould  b e  
in c r e a se d  by  m ea n s oth er  th an  on  a ho  r is e n  ta i p ercen ta g e  b a s is .  T h ey  
s t r e s s  th e fa c t th at  c la s s  ra te s have r e c e iv e d  th e fu ll  im p a ct of a ll  
g e n e ra l in c r e a s e s  in  th e e a s te r n  dis tr ic t* , an d in  o th er a r e a s , e x c e p t  a s  
adju st ed  by  th e C o m m is s io n , an d th at w h il e  su b sta n ti a l ra te  in c r e a s e s  
in  th e p a s t a r e  sh ow n to  have been  a u th o riz ed  on  nu m erou s ca m m od it ie B , 
re venu e th e r e fr o m  h as no t b een  r e a li z e d  to  th e fu ll  ex te n t th e r e o f . "

E x cerp t E x P a r te  N o.  21 2 D e c is io n , S ep te m b er  9 , 1958 , p.  38 0

"A w it n e s s  on  b eh a lf  of  th e G en era l S e r v ic e s  A d m in is tr a ti o n  opp ose d  
it em  140 p rop osin g  a 5 p ercen t in c r e a s e  in  tr a n s it  c h a r g es  d ir ee tt a a  fcbte. 
o b je cti on  p r in c ip a ll y  to  a  m in im um  of $ 2 2 . 50  p er  c a r  o r ig in a ll y  em b ra ced  
th e r e in  b ut  su b seq u en tl y  e li m in a te d  by  th e  c a r r ie r s  fr om  th e  p r o p o sa l. "
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1. T it le  o f Case: Increased LCL Rates In O ff ic ia l Terri tory

2. Docket Number: 32290

3. Regulatory Agency: In te rs ta te  Commerce Commission

4. Date o f Intervention: December 17,  1957

5. Br ief  Resuem of  Case: Pet it io n  fi le d  on be ha lf of pr incipa l ra il  
ca rr iers  sought permission  to pu bli sh increase d ra te s ap pl ica ble
to a ll  leas -th an -car loa d shipments weighing le ss  than 5,000 pounds.

6. Pos it ion of GSA: In op po sit ion.

7. Ruling of Regulatory Agency: ICC repo rt and order denied  peti ti on  
o f r a il  ca rr iers  for Inc rea se.

8.  Savings  to Government: $63,000 estimated annual saving s. Using 
the ca rr ie rs ' estimated  Incr ease in freigh t revenue of $6 .3 m il lion  
ann ual ly had the ICC approved the Incre ase , the exec ut ive agencies 
(ex cept  DOD) on an approximate ba sis  of IX would have had th ei r 
annual frei gh t b il l Increased by $63,000.

9. Government's In tere st  was not more than 307. of to ta l.

10. Government's pr esen tatio n was dir ected to le vel o f ra te s o f a ll  
shippe rs or us er s. (General rate str uc ture)

11. GSA's pr ese ntation  did not concern matters of regu lat ory po licy  to 
be followed by the reg ula tor y age ncies  in performing i t s  re spon si­
b i l i t ie s .

12.  Pub lic Representation:  None

13. Names of GSA Counsel: Donegan Mann and Morris Levinson

14. Names of Government Wit nesses:  Kenneth J.  Zoe ller , GSA, and 
William J. Cooper, GSA.

15. No attorneys or witn esses were employed on a per diem ba si s.

16. Excerpts from de ci sion s discus sin g GSA's eviden ce and conte ntion: None.
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1. T it le  of  Cas e:  In cr ea se d D em urr ag e Char ge s - 1956

2. Doc ke t No . : I It S 6646

3. R eg ul at or y Ag ency: In te rs ta te  C om m er ce  C om m is si on

4 . Da te of  In terv en tio n:  Ju ly  31 , 1956

5.  B r ie f R es um e of  Cas e:  Th e rail ro ads pr op os ed  in crea se d  charges,  or  
l e s s  fr ee  ti m e, in ca r dem urr age ru le s and ch arges.

6.  P osi ti on  of  GSA: In opposi ti on.

7.  Ru lin g of  re gu la to ry  agency*. Th e In te rs ta te  Comm e rc e C om m is si on  
auth ori se d In crea se s in de m urr ag e at a le v e l lo w er  than  pro pose d by  
th e c a r r ie r s .

8.  Sa vi ng s to  Gov ernm en t: $ -  -  -

9.  G ov er nm en t’s  in te rest  was  no t m ore  tha n 30% of  to ta l.

10.  G ov er nm en t’s  prese nta ti on  was  d ir ec te d  to  le v e l of  rate s of  a ll  sh ip per s 
or  u se r s . (G en er al  ra te  st ru ct ure )

11. GSA’s pre se nta ti on  did  not co nce rn  m att ers of  re gu la to ry  poli cy  to  ba  
fo llow ed  by the  reg ula to ry  agencie s in pe rf orm in g it s r esp o n s ib il it ie s .

12 . P ublic re pre se nta tion : No ne

13 . Na me of  GSA Cou ns el : John Re agan

14. Na me of  G ov er nm en t w it n ess es: A lf re d L. Cupp, GSA

15 . No at to rn ey s or  w it n e sse s  w er e em pl oy ed  on a pe r di em  b a s is .

16.  E xce rp ts  fr om  d ec is io n s d is cu ss in g  GS A’s ev id en ce  and co nt en tion s:  
(See  at ta ch ed  sh eets )
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fcxc-. rpts fi'om I. C .C . Dec is io n of May 27,  1957, in  Docket No. 66Uo 
j.« I.C .C . )

"Upon p ro te s t  by sh ip pers , sh ip per o rg an iz a ti o n s,  tr ad e  a s so c ia ti o n s , S ta te  
publi c  u t i l i t y  com missions, exec utive ag en ci es  of th e  Federa l Governmen t, 
and J tl ic rs  th ro ug ho ut  th e N at io n,  th e  opera ti on  of  th e  pr op os ed  sc he du le s 
was suspend ed  u n t i l  March 31, 1957 , and th e  re sp on de nt s have v o lu n ta r il y  
po stp on ed  th e e f fe c ti v e  dat e u n t i l  June  30, 1957«" p« 578

"The p ro te s ta n ts  g en era ll y  ta ke  th e  p o s it io n  th a t  r a il ro a d  o p era ti ng  p ra c ­
t ic e s  r e s u l t  in  del ay s and  th e  bunc hin g of c a rs , th er eby  c o n tr ib u ti n g  to  
d e te n ti o n  by in te r fe r in g  w ith  work sc hed ule s,  and th a t  th e  b asi c  re as on fo r 
car  sh ort ages  i s  th e f a il u re  of  th e  re sp on de nt s to  acqu ir e  and  m ai nta in  a 
su pp ly  of ro l li n g  st oc k s u f f ic ie n t  to  meet th e  needs o f commerce. While th e 
sh ip per s fa vo r re as onab le  measures to  improve equip me nt u t i l i z a t io n ,  th ey  
ar e o f th e  op in io n th a t  th e  pr op os ed  in cr ea se d ch ar ge s and r e s t r i c t i v e  ru le s  
would  not ac co mpl ish th e o b je c ti v e . They o b je c t to  th e  in c lu s io n  of Sat urd ay s,  
Sundays, and holidays a f t e r  th e e x p ir a ti o n  o f H wo rking day s,  on th e ground  
th a t  in du st ry  and  busi ness  g en era ll y  ob serve a 5-day workw eek, a f te r  which 
ov er tim e mus t be p a id . With re sp ec t to  th e  re d u cti o n  o f maximum d e b it s  which 
may be o f f s e t by ea rn ed  c r e d i ts ,  th ey  m ai nta in  th a t  few er ca rs  would  be r e ­
le ase d  in  th e  f i r s t  2U ho ur s of fr ee  tim e be cause th e  redu ce d number o f c r e d i ts  
th a t  co uld be used  p ro f it a b ly  would redu ce  th e  in cen ti v e  to  ac cu mulate such 
c re d i ts ."  p.58 2

"Many p ro te s ta n ts  aver  th a t th e  prop osed  sc he du le s would, r e s u l t  in  unre a­
sona ble dem urra ge char ges,  ba sed on co mparisons o f ch ar ge s which have been 
pai d  under th e p re sen t re g u la ti o n s  and  th ose  th a t  would  ac cr ue  un der th e  p ro ­
po sed sc hedule s. " p. 58 3
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IC C
REG.

1. t i t l e  o f  . a sp ; E q u a l iz a t io n  o f  R ate s  a t N o r th  A t l a n t i c  P o r ts

2 . iMX k e t N o . : 66 15

3 . R e g u la to ry  agen cy ; I n t e r s t a t e  C om er  ce Co mmiss ion

4 . Date o f  I n te rv e n t io n ;  Ju ne  195 7

5 . B r ie f  Resume o f  C ase ; I n v e s t ig a t io n  by  th e  ICC in to  th e  e q u a l iz a t io n  
o f  r a i l  im port  and e x p o r t r a t e s  o f  N ort h  A t l a n t i c  P o r ts  w it h  p o r ts
o f  New York.

6 . P o s i t io n  o f  GSA; S upport ed  e q u a l i z a t io n  o f  r a t e s .

7 . R u li n g  o f  r e g u la to ry  agency : ICC O rd er  o f  Dec ember  5 , I9 6 0 , se rv e d  
Ja n u a ry  3 , 19 61 , d e n ie d  e q u a l i z a t io n  o f  r a t e s .

8 . S av in gs to  Gov er nm en t; -  -  -  -

9 . G ov er nm en t’ s i n t e r e s t  was n o t more th a n  30% o f  t o t a l .

10 . G over nm en t’ s p r e s e n ta t io n  was d i r e c te d  to  l e v e l  o f  r a t e s  o f  a l l  
s h ip p e rs  o r  u s e r s .  (G en e ra l r a t e  s t r u c tu r e )

11 . GSA’s  p r e s e n ta t io n  d id  no t co n ce rn  m a t te r s  o f  r e g u la to ry  p o l ic y  to  be 
fo ll o w ed  by th e  r e g u la to ry  a g e n c ie s  in  p e rf o rm in g  i t s  r e s p o n s i b i l i t i e s .

12 . P u b li c  r e p r e s e n ta t io n :  None

13. Names o f  GSA C ou n se l;  Ma lco lm D. M il le r  an d Ann G. Bra nd

14. Names o f  Go ve rnmen t w itn e s s e s ;  J .  K. C ow ling, GSA

15. No a t to r n e y s  o r w it n e s se s  we re em pl oy ed  on a p e r di em  b a s i s .

16 . E x c e rp ts  fro m d e c is io n s  d is c u s s in g  GSA’ s ev id en ce  an d c o n te n t io n s ;

(S ee  a t ta c h e d  s h e e ts )
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*** The lwp ort  r a te s  froei Po rt land  hare been an th e B a lt ln ora  M ala  -  

fo r  ever JO years.  M in e i-®* fr ee  In w in te r , th at por t se rves aa a 

w in te r por t fo r  Canada and la  aeoor ded th e sane  Import t e a l s  ap \

H a li fa x , S t.  John, and Mo ntr eal  on t r a f f lo  ro ut ed  through Canada.

The ev id en ce  le  c le a r  th a t th e la pao t o f  th e d if f e r e n t ia l  la  o f  I t ­

s e l f  I n s u ff ic ie n t  to  lnd uo e th e ao ve ne nt  through Por tlan d. V ir tu a ll y  

th e on ly  o o a eo d lt le e  which ar e la port ed  throug h th at por t ar e woo d- 

pu lp  and ch ina d a y ,  fo r  whloh sp e c ia l han dling f a o l l l t l e e  ar e p ro­

vid ed  a t th e p ort.  They are raw e a te r la ls  use d In th e pa pe r In dust ry , 

which la  th e c h ie f  In du stry  o f M in e . Aa le s s  tha n o n e - f if th  o f  th e 

woodpulp and one- fo u rth  o f  the ch ina d a y  move to  th e a ffe c te d  t e r r i­

to r y , I t  la  ev id en t th at th e ao ve ne nt  to  th at te r r it o r y  la  m os tly In ­

c id e n ta l to  th e aov eaw nt thr ough Por tlan d fo r  th e lo c a l maricet.

/  In se ek in g to  show th at  th e d lf fe r e n t la ll y - lo w e r  ra te s fr oa  th e

so ut he rn  t i e r  por ta  ar e an ab so lu te  bar to  l t a  p a r ti c ip a ti o n  In  th e 

no rth A tl an tl o  t r a f f i c ,  Bosto n a ls o  r e l i e s  on ev ld en oe  pre se nte d  by ' 

th e Oe neral S erv lo es A dm in is tr at io n, an agency o f  th e Ped er al  g o v em - 

aen t,  whlo h su ppor ts  th e re sp on den ts . Thi s agency d ir e c t s  th e rou t­

in g o f  about J0 0. 00 0 to ns o f l ^ o r t  t r a f f i c  an nu al ly  to  th e af Teo te d  

t e r r i to r y . ***  » t "  '

"» > * Qo vema an t-o on tro l le d  la port  t r e f f l c . - The Oe ne re l S erv ic e a Ad­

m in is tr a ti on  pre se nte d  ev id en ce  In supp or t o f th e re sp on den ts . I t  

s ta te s  th at In th e In te r e st o f  econom y, l t a  duty and In te r e s t  la  to  

se e k  th e lo w e st  rea so n a b le  r a te s  "i n th e fu r th era n ce  o f  l t e  ch ip ­

pe r • • •  In te r e s t" , as a r e p r e s e n ta t iv e  o f th e Governm ent 's e x ecu ti v e
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a g e n c ie s , and th at  with  rw apect to  fo re ig n  com e roe th ia  man a th a t , 

o th er  fa ct o: -3  be in g eq u al,  I t  ah ou ld  ro ute  l t a  t r a f f i c  thro ug h th e 

port a  hav in g th e low ea t tr a n sp o rta ti o n  c o a t.  A ccord in gly , I t  fa vor,  

e q u a li z a t io n  be ca us e I t  wou ld en ab le  I t  to  a e le c t  th e p ort  uaed  on 

th e baa la  o f  e f f ic ie n c y  and se r v ic e .

I t  p re se nte d  no da ta  aa to  I t s  ex por t t r a f f l o ,  wh ich  la  o f  muoh 

le aa  Im po rta nc e to  I t  than  th e Im po rts. It a  ch olo e o f  port a  o f  ex­

port la  de pe nd en t p r in c ip a ll y  upon th e a v a i la b i l i t y  o f  s a i l in g s  and 

th e t o t a l  land co at to  th e fo re ig n  d e s t in a t io n . In 1955 and 1956  

th e tonn ag e o f ln p orts  throug h no rth A tl an ti a  port a  to  th e a ff e o te d  

t e r r i to r y  fo r  which i t  was In  a p o s it io n  to  d e s ig n a te  th e por t o f  

e n tr y , and which  rep rese n ts  ab ou t 60 to  70  percen t o f  lt a  Im ports  

and at le a s t  10 per ce nt o f a l l  Import tonn ag e he re  co nce rn ed , was »' 

fo l lo w s :

Port 1956

Bo sto n 
New York1

P h il a d e lp h ia 1

Bal tim or e

22 .2 46
5*1.797

Newport News
T ot al  -

29 4, 51 5
,4 04

(t o n e  J

T ota l - ’ 7 W  W

‘ In cl u d es movem ents throug h o th er  por ta  
or su bpor ts  In th e same area .

3
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"*** The Imports through Baltim ore  were p r in cip a ll y  ores,  ot he r than  
Iron or e.  Although the d if fe r e n t ia ls  are  Impor tant to  I t  from the  
stan dp oint  o f economy, many co ns id er at io ns  ot he r than  the  r a il  ra te s 
have af fe ct ed  the  se le c ti o n  o f the po rt used . Among th os e c it ed  are

the pra ct ic es  o f  pri vate  Industry and es ta b li sh ed  ma rke ts, such as 
th e pri nci pal  market fo r  crude rubber, whlob la  In New York, art  the 
fa c t th at  at th at  po rt  th e be at  In sp ec tion  sa rv lo e Is  a va il ab le .
Alec,  v e sse l op er ator s have  acme measure o f  co ntr ol  ov er  por ts  o f 
c a l l and w il l sc he du le on ly  th os e at  which th er e Is  adequate t r a f f lo .  
That such co nsider at io ns  oft en  have co n tr o ll lt <  Impor tance  la  shown 
by the  fa ct th at  the movement through Newport News was on ly  about a 
te nt h of th at  through Baltim ore although th e ra te s were the  same, ar t 
th at,  except  fo r a sm all  volume through Bos ton In 1956, no no rth ern  
t i e r  po rt  ot he r than New York wea us ed , alt hough such po rt s had ra te s 
the same as  or  low er than  th os e from Mew York. ***" Page 60.

EXCER PTS FROMS DE CIS IO N DATED D e c e m b e r  5 ,  I9 6 0 ,  INTE RS TA TE  COMMERCE 
DOCKET NO . 66 15 -  "INVEST IG ATIO N AND SU SP EN SIO N DOCKET NO . 6615 -  
EQ UA LIZ ATION  OP  RATES  AT  NORTH ATL ANTIC PO RTS" .

COM MISSION
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1. oi  Ca se : R a il r ja d  Pass en ger T ra in  D e f ic i t

2 . Do ck et  Humber: 3195^

3« R eg u la to ry  Agenc y: I n t e r s t a t e  Commerce Comm ission

4.  Date o f  In te rv e n ti o n : Se pt em be r 5> 1956 ( P r e - t r i a l  confe re nce  
ap p eara n ce)

5.  B r ie f  Resume of Cas e:  I n v e s t ig a t io n  by th e  I n t e r s t a t e  Commerce
Com mission on i t s  ovn  m ot io n in to  pass enger  t r a i n  d e f i c i t s .

6 . P o s it io n  o f GSA: In te rv e n ed  on b a s is  t h a t  rem edy  o f  th e  d e f i c i t
s i tu a t io n  wou ld b e n e f i t  th e  Gov ernment a s a u se r  o f bo th  pass enger 
an d f r e ig h t  s e rv ic e s .

7 . R uling  o f re g u la to ry  ag en cy : By o rd e r o f May lB , 1959, ord ere d  
th e  p ro cee d in g  d is c o n ti n u e d .

8 . Sa vi ng s to  Go vernme nt:  $ ------

9 . Gov er nm en t's  i n t e r e s t  was no t more th an  3°$ o f  t o t a l .

10 . Gov er nm en t's  p re s e n ta ti o n  was d ir e c te d  to  le v e l  o f r a te s  o f  a l l  
sh ip p e rs  o r u s e r s . (G en er al  r a te  s t r u c tu r e )

11 . GSA 's p re s e n ta ti o n  d id  no t co nc er n m a tt e rs  o f re g u la to ry  p o li c y  
t o  be fo llow ed  by th e  re g u la to ry  ag en c ie s  in  perf orm in g  i t s
re  spon s ib i l i t i e  s .

12 . P u b li c  r e p re s e n ta t io n :  None

13. Names o f GSA C oun se l:  M. D. M il le r , J .  Re gan,  L. Shi nn , A. C. Lande

lU.  Names o f Go vernm ent  w it n esse s : D. M at er , GSA, D. Chu rch,  Commerce
Dep t.

15 . Names o f a tt o rn e y s  or  w it n esse s  emplo yed on p e r diem b a s is :  Mr. 
G i lb e r t  P a rr  (c o n tr a c t )  and Dr . M e lv il le  J .  Ulmer (c o n tr a c t)

16.  E x cerp ts  fro m d e c is io n s  d is c u ss in g  GSA 's ev id en ce  and  c o n te n ti o n s : 
(Se e A tt ac hed  S h ee ts )
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tapptemenbed by kno wle dge  o f the  opera tions of the  indu stry  
feafr* stud ied” He  stat ed :

f
Car group considers Che ART study  to W I laudtaavk t» ste ttt tla sl esSS- 

flDdln*. More specifically, we believe  that it provides the best answer to date  
ta  the thojrny question of the size  of the passenger defic it We believe that 
the sta tist ica l methods used are superior to those used In other studies of 
I the problem. These remarks should not be taken to imply that  we regard 

• the ARF study as the final word on the subject of the passenger train def icit 
The resul ts obtained could be improved If addit ional data were availab le 
on which to base the s tat isti cal  analysts .

Th is witness also ent ere d upo n a detai led  countercri tic ism  of  th e
) cri tici sm of the  research  w itness for  th e G SA  before  m entioned. The 
I issue raised by these  discussions concerns the na tu re  of ra ilroad costs 

and  th ei r meaning in connect ion with the vario us  purposes fo r which  
such costs ar e used.

We  do not agree wi th the GSA economists  th at  the  A RF study 
“m ust be jud ged an uneq uivocal fa ilu re ,’’ or, as the  NA RU C com­
mittee asse rts, th at  “ the stu dy  developed no thi ng  o f value to t his  pr o­
ceeding.” The conclusion  from the  stu dy  th at  its  “s tat ist ica l est i­
ma tes  of  avo idab le costs more  ofte n exceed th an  fal l sh or t” of the  
sho win g in ou r sta tis tic al rep or ts beari ng  on the  passenger  def icit  
is of  majo r significance and serves as a wa rn ing  th at  common costs 
cannot be l igh tly  dism issed .

A ques tion to  be conside red is what fu rthe r use can be made o f the 
methods employed in the  ARF study. The crit ic-w itne sses  befor e 
mentio ned  agree th at  t he  method of mu ltip le regr ess ion  is a va lua ble  
sta tis tic al technique. Th e ARF its elf  sta tes  th at  the  basic purpose 
has been methodolo gical—“ to exp lain and ill us tra te  how the  method 
of  sta tis tical cos ting  c an produce a me aning ful  est ima te of avo idable  
costs.”

The respon den ts have expressed no opinion as to the pra ctica l value 
of  the  stu dy  fo r the fu tur e, and  GS A presum ably does not  concur 
in t he  recom menda tion  o f its economists th at  th is Commission  “ und er-  

| take an ana lys is of th is  kind, ut ili zing  as much outs ide help  as may 
' be necessa ry to insure  the  most a ccu rate  estim ates possib le.” Th e coal 

association goes fu rthe r,a nd  urges th at  we eith er  d irectly or by ma n­
da tory  req uir ement of  the  rai lro ads make use of  m ult iple co rre lat ion  
in  a “dete rm ina tion of  cos t coefficients sep ara tely fo r each o f the  rai l­
roads and  pe rha ps  sep ara tely for dis tinctive  div isions or  sections of 
these rai lro ad s ove r a series of  yea rs, say  ten.” We  question th e 
fu rther  o bse rva tion  o f the  coal  associat ion th at  th is would be “a  re la­
tively  simple, quic k and inexpens ive m eth od” of corr ecting deficiencies 
in our separation rules.
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gfcirftor—Aggong the RtbjecU listed for  earaidenUion at the 
nuteel of th is proceeding  wag the  fol lowi ng :

A coat study to determine what part of  the passenger deficit to attributable to 
the various kinds of passenger-train service, vis., parlor-car, dining-car and 
sleeping-car operation, coach, commutation, headend service, such as  mall, 
express,  etc.

An exhaustive and authoritative study of th is kind would be help- I 
ful in many ways, but the projec t was found not to be feasible without 
greatly  prolonging the investigation and increasing its cost. For  
tha t reason the respondents opposed such a study, which was con­
sidered desirable, if  not indispensable, by the Post Office Department, 
GSA, and the coal association. The NARUC committee was not 
impressed by that need. -»

RAILROAD PAJBBfcJWJMt ’flUTN DfiFICIT 445
’’* * *

If  tea private aotoowWte coottouea to gala  *  •  •  tea ta aa te ta f IraftfcmW 
paroantaga afeaw «f tea  ntortte arffl cuattotea to  gat sma ller . That  kind of 
market aqaeaaa eaa atoy raaolt In an Intensification of competit ion. And as an \ 
economic fact, an Intensification of compet ition in any field can be met success- 1 
ful ly only by lowering  prices either directly or Indirectly. • * • In the case '»
of  the railroads, price sensitivity exh ibits Itsel f in the fac t that  the  decline In 
coach travel  has not been as serlonB as it has been tn the first-class service. In 
other words, It seems doubly clear that  people are price conscious in regard to 
passenger fares. • • * Furthermore, since load factor Is so very low and fixed 
costs  so very high, It meuus autom atica lly that price reductions hold very real 
possibi lities for benefiting the carriers’ position. The price reductions could 
be In terms of direct fare  reductions or in the form of indirect  price decreases— 
meaning the increased cost of whatever market ing devices might be util ised to 
Increase the attractiveness of railroad travel.  i

Manifestly a price reduction of this kind could be brought about ! 
simply by repeal of the Federal excise tax of 10 percent on passenger , 
fares, but  GSA is not ready to join other partic ipants in this  proceed- I 
ing who urge  th at this repeal is long overdue, saying in its b rie f: »

If  the Commission should conclude that reduction of fares would be a remedy 
of the passenger deficit problem, then GSA and other executive agencies of the i 
United States Government would have a basi s for recommending favorably to 
Congress that the tax be re pea led; • • •

In  our opinion repeal of the tax need not and should not await i 
determination of the most profitable fare level, judged by other 1 
considerations/

EXCE RPTS FROM INTERS TATE COMMERCE COMMISSION DE CISIO N 
D o c k e t  N o. ? 1 9 5 h , d a t e d  M ay  l f i ,  1 9 ^9 *  " R a i l r o a d  P a s s e n g e r  
T r a i n  D e f i c i t " .
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ICC
CERT.

1.  T it le  of Case:  Kenosha Auto T ra n sp o rt  Co rp,  and Arc o Auto C a r r ie r s , In c .

2 . Do cket Nob .:  308 37,  Sub 28 0;  52657, Sub 590 - o p e ra ti n g  a u th o r i t ie s

3 . R eg ula to ry  Agency:  I n te r s ta te  Comasrce Commission 

U. Da te o f In te rv e n ti o n : Ju ly  25,  i9 60

5. B rie f  Resume o f Ca se:  The Post  O ff ic e  Dep t.  re q uest ed  t h a t  GSA in te rv ene  
in  su pport  o f a p p li c a ti o n s  f i l e d  by  Kenosha Auto T ra n sp o rt  C orp ora tion 
and Arco Auto C a r r ie r s , I n c .,  se ek in g o p e ra ti n g  a u th o r i ty  f o r  th e 
tr a n s p o r ta ti o n  o f " m a ll s te rs "  from S to ck to n , C a li fo rn ia , and Ka laaa zo o,  
M ichiga n,  to  p o in ts  th ro ughout th e  Uni ted S ta te s .

6. P o s it io n  o f GSA: GSA su pport ed  th e  ne ed  f o r  s e rv ic e .

7 . Rul in g o f  re g u la to ry  ag en cy : A p p li ca ti o n s were ap pr ov ed  an d c e r t i f i c a t e s  
Is su ed .

8 . Sa ving s to  Gov ernment:  $ - - -

9 . Governm ent ’s in te r e s t  was more th an  3C$ o f t o t a l .

10 . Go vernm ent ’s p re se n ta ti o n : Not  a p p li c ab le

11 . GSA'8 p re se n ta ti o n  d id  not co nc er n m a tt e rs  o f re g u la to ry  p o li c y  to  be  
fo llow ed  by  th e  re g u la to ry  agen cie s in  per fo rm in g i t s  r e s p o n s ib i l i t i e s .

12 . P ub li c  re p re se n ta ti o n : None

13.  Name of GSA Cou ns el : Leonard  M. Sh inn

lU . Name o f Governmen t w it ness : C arl  P e te rso n , P o st O ff ic e  Dep ar tm en t

15 . No a tt o rn e y s  o r  w it ness es were  emplo yed on a p e r  diem b a s is .

16. E xce rp ts  fro m d ec is io n s  d is c u ss in g  GSA's ev id en ce  and c o n te n ti o n s :
(Se e A tt ac hed  She et )
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Excerpts from I.C.C. Report and Order of  August 31, i960

. The ap pl icat ions  were referred  to  the examiner for hearing and the 
recommendation of  appropriate orders thereo n. Hearing was held on a 
con sol idated  record  on July 27,  I96 0, at  Washington, D. C. The Executive 
Agenc ies of  the U. S. Government, except  the  Department of  Defense, 
interven ed in support of  both ap pl icat io ns . Dea lers  Tr an sit , In c. , United  
Tran sports, In c.,  Clemens Truck Lin e, Inc .,, Assoc iat ed  Truck Lines, In c.,  
Consolidated Freight Company, and Great Lake Express pr ot es t the gran ting  
of  the ap pl icat ion in No. MC-52657 (Suh-No. 590) on ly . Assoc iat ed  Heavy 
Spec ia lt ie s Ca rrier s, T ran same r lean  Van Se rv ice , In c.,  and Clemans Truck 
Line, In c. , oppose the  grantin g of  the ap pl icat ion in No. MC-30837 
(Sub-No. 200) . . . . "  p. 2

". . . The United St at es  Post Of fice Department pr es en tly use s approximately 9,000 mal lst er s sim ila r to  the  comaodlty her ein  inv olved,  in  i t s  ope rati ons  
in the de liv er y of  ma il and pa rc el  pos t.  I t has con tracted with  the West 
Coast Machinery Company of  Stockton,  C a li f. , fo r the  manufacture of  2,U01 
ad di tio na l mal lst er s th at  i t  proposes  to  use in  var ious pos ta l f a c i l i t ie s .
This  quant ity  may he increased  by 25 percent at the option of  the Govern­
ment, hut  qu an tit ies  wi n  probably not  he av ai la bl e fo r shipments to  
Alaska and Hawaii. The Post Offi ce  Department w il l pay fo r and contro l the 
transporta tio n of  the coeasodlty from Stockton to  de st in at ion and a l l  w il l 
he shipped under Government b i l l s  of  lading . I t  de sire s to  ship the  mal lst ers 
in both truckloa d and LTL qu an tit ies and i t  wi l l  requ ire sto p o ff  del iv er ie s 
at more than one fa c i li ty . Both ap pli cants have provided sim ila r tra nsp orta­
tion  serv ice to  tha t herein proposed, fo r the Post Of fice Department, from 
C ri sf ie ld , Md., to  po ints in the  U. S. and th eir  se rv ices  have been sa t is ­
fa ctor y.  The department de si re s that  the  conmodlty not be crated  in sh ip­
ment in  order that  del iv er ie s can be exp edi ted  and in  order  th at  the  time 
and expense  of  crati ng  and unc rati ng can be avo ided. Many o f the  Po sta l 
fa c i li ty  de liv er y po ints do not have fa c i l i t ie s  fo r unloading of th is  com­
modity when i t  is  shipped crate d. Crating is  requ ired fo r r a il  transporta ­
tion  of  the  commodity and has al so  been requ ired by gen era l commodity motor 
ca rr ier fo r ITL shipments. The Post Of fic e Department has experienced con­
sid erab le damage in shlpsmnt of  the conside red cosaaodlty by r a il . I t de sire s 
sing le  li n e  serv ice in order to  exp edite  d eli ver ie s and to  avoid change to  
the conmodlty by ex ce ss ive han dlin g. . . ." p.  5

71036 0—61----- 75



1184 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

1. T it le  of  Case: Wa lls Fargo  Armored Se rv ice Co rp or at ion,  at  a l .

2.  Docket Number: MC-3083 (Sub. No. 33 ),  et a l .  -  Op era ting au th or ity

3. Regul ato ry Agency: In te rst a te  Commerce Commission

4.  Date of In te rv en tion : December 16,  1959

5.  B ri ef  Resume o f Case: App lic at io ns  of  co ntr ac t ca rr ie rs fo r perm its 
to  tran sp or t coin  and b u ll io n  between Fe dera l Reserve Banks and 
Branches.

6.  P osi ti on  of GSA: GSA supported the  a p p li ca ti o n s.

7. Ruling  of re gu la to ry  agency: Pen ding.

8. Savin gs to  Government: - - - -

9. Government's  in te re st was more than 30% of t o ta l .

10.  Government's  pre se nta tion: Not applica ble

11.  GSA's pre se nta ti on  did  not con cer n mattery of re gu la to ry  p o li cy  to  be 
fo llo wed  by the re gu la to ry  ag en ci es  in  per forming i t s  r e s p o n s ib il it ie s .

12.  Pub lic  re pre se nta tion: None

13.  Names o f GSA Couns el: Leonard M. Shinn and Malcolm D. M il le r

14. Names of  Government w it ness es : Kenneth F a il o r , Bureau of  th e Mint

15. No at to rn ey s or w itnes se s were employed on a per  diem b a s is .

16 . Ex cerpts from dec is io ns d is cu ss io n  GSA's ev iden ce  and co nte nti ons:  Nons
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1. T it le  ol C ase : N ati on a l F r e ig h t , In c.

2 . D ock et  N um ber : M C '5 5 8 7 8  (Sub  8)  -  O p erati ng  A u th or it y

3.  R eg u la to ry  A gen cy : In te r s ta te  C o m m e r c e  C o m m is s io n

4 . D ate  o f In te rv en ti on: A p r il  9,  19 59

5.  B r ie f  R esu m e of C a se: A p p li ca n t N a ti o n a l F r e ig h t , I n c . , f il e d  a p p li ca ti o n  
fo r  p erm an en t a u th orit y  to  haul o r e s  in  bulk  in  du m p tr u c k s  fro m  P o r t  of  
New  Y ork  and P o r t  o f N ew a rk , N . J . , to  B e ll e  M ead e, N . J .

6 . P o s it io n  of GSA : Support ed  n eed  fo r  th e p a r t ic u la r  ty p e  o f s e r v ic e .

7 . R uling of r eg u la to ry  agen cy: In te r s ta te  C o m m e r c e  C o m m is s io n  d en ie d  
a p p li ca ti o n  fo r  pu b li c c o n v e n ie n c e  an d n e c e s s i t y  2 /1 4 /6 1 .  P e t it io n  
fo r  r e c o n s id e r a ti o n  f il e d .

8 . S a v in g s to  G over nm en t:  $ -  -  -

9 . G o v e r n m e n t’ s in te r e s t  w a s m o r e  th an  30% of  to ta l

10 . G o v ern m en t' s  p resen ta ti o n : N ot a p p li c a b le .

11 . G SA 's  p r e s e n ta t io n  did no t c o n c e r n  m a tte r s  o f r e g u la to r y  p o li c y  to  be 
fo ll o w ed  by th e r eg u la to ry  a g e n c ie s  in  p e r fo r m in g  i t s  r e s p o n s ib i l it ie s .

12 . P u b li c  p resen ta ti o n : Non e

13 . N a m es of GS A C ou n se l:  M . D . M il le r , L>. Sh inn

14 . N a m es o f G overn m en t w itn e s s e s :  K en net h  J . Z o e ll e r , GSA , an d J o se p h
D a ly , GS A ,

15 . No  a tto r n e y s  or w itn e s s e s  w e r e  em p lo y ed  on  a p er  d ie m  b a s i s .

16 . E x c e r p ts  fr o m  d e c is io n s  d is c u s s in g  G SA 's  e v id e n c e  an d co n te n ti o n s:
(S ee a tt a ch ed  s h e e t s . )
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In te rs ta te  C om m er ce  C o m m in lo n  D oc ket  No . M C-5 58 78  (S u b -N o. 8)

D ec is io n  F eb ru ary  14, 1961

* * * In it s  ex ce p ti on s GSA co nte nds tha t p rese n t tr an sp ort ati on  fa c il it ie s  
are  in ad eq ua te  and that  det a il ed  in fo rm at io n about the tr a ff ic  un de r co n si d er ati on  
ca nn ot  be  revea le d  b ec au se  of  req u ir em en ts  of  nat io nal  se cu r it y . In it s ex cep ­
ti ons it  re new s an ob je ct io n  m ade at  the hea ri ng to  the a d m is si o n  of  certa in  
ev id en ce  ad du ce d by  ra il  p ro te st an ts  co nce rn in g th e m ovem ent of  GSA  tr a ff ic .
It co nte nds that  th is  ev id en ce  sh ou ld  no t ha ve  bee n ad m it te d , and  it  in te rp rets  
sec it o n  15 (11 ) of  the In te rs ta te  C om m er ce  Act  as  an abso lu te  pro hib it io n ag ai nst  
div ulg in g an y in fo rm at io n co nce rn in g a sh ip per 's  b u si n ess tr an sa cti o n s whi ch  
th e sh ip per  con si d ers d e le te r io u s to  it s  b est  in te r e s ts .

P ro te s ta n ts  re ply  that  th e se lf - im p o se d  se cu r it y  re gu la ti ons of  GSA sh ou ld  
not p la ce  it  in a fa vo re d p osi ti on  and excu se  it  fr om  pre se n ti n g  ev id en ce  of a 
ge nuin e ne ed  fo r se rv ic e ; th at  the in fo rm at io n whi ch  GSA co nte nds  is  c la s s if ie d  
is  ob ta in ab le  fr om  pu bl ic  f i le s , and  th at , in  any ev en t,  it  b eco m es pu bl ic  in fo rm a­
tion  aft er  th e f ir s t  sh ip m en t;  th at  ad eq ua te  tr ansp ort ati on  fa c il it ie s  are  now  
availab le ; and that  no nee d i s  sh ow n fo r fu tu re  s e r v ic e  to  B e ll e  Mead as the 
ev id en ce  re la ti ng to  se r v ic e  at th at  po int co n ce rn s pas t s hi pm  wi ts  on ly , s e e  
(P- 3)

* * * A s a m att er  of  p o li cy  GSA doe s not su pp or t a sp e c if ic  m oto r c a r r ie r  
in  app lica ti ons of  th is  natu re , but  ap pea rs  as an in te rven or to  d em onst ra te  tha t 
a nee d  e x is ts  fo r a p art ic u la r tr ansp ort ati on  s e r v ic e , (p. 4 )

It i s  w il li n g  to  u ti li s e  th e s e r v ic e s  of  an y c a r r ie r  w hic h ca n m eet it s tr a n s­
port ation n eed s.  GSA is  ch arg ed  wi th  the duty of  pro cu ri n g , ar ra ngin g fo r the 
tr ansp ort ati on  of , and  st ock p il in g  m a te r ia ls  whic h a r e  ord er ed  by  oth er  gover n­
m en t a g en c ie s . As per ti nen t h ere , fu lf il lm en t of  th is  ob liga ti on  c o n s is ts  p r im a ril y  
of  the pro cu re m en t and  st ock p il in g  of  ch ro m e o re , m angan es e o re , fl u orsp ar, and  
fe rr o -c h r o m e , and it  req u ir es a co m ple te  and  fl ex ib le  m oto r c a r r ie r  se r v ic e  
ca pab le  of  se rv in g  st ock p il e  dep ot s whic h now  are  lo ca te d  or  m ay  in  th e fu tu re  
be  est ab li sh ed  in the pro pose d  se r v ic e  a rea . It p r e fe r s  to  us e a m oto r c a r r ie r  
s e r v ic e , su ch  as th at  pro vi ded  by ap pl ican t un de r te m p orary  auth or it y,  in  w hic h  
th e c a r r ie r  wo uld ta ke  fu ll  resp o n s ib il it y  fo r an en ti re  sh ip lo ad  and  pro vi de 
ce rta in  "sp ec ia l"  s e r v ic e s  su ch  as pro vi din g b u ll d oser  s e r v ic e  at  st ock p il e , fo r 
ex am ple . S ec u ri ty  O rd er  No.  11 of  the G en er al S e r v ic e s  A dm in is tr ati on  pro hib it s 
th e r e le a se  of  sp ec if ie d  d e ta il s  of  go ve rn m en t st ock p il in g  a c t iv it ie s , and thus  
rep resen ta ti v es of th at  agen cy  co ul d no t g iv e  det a il ed  in fo rm ati on  co nce rn in g th e 
nee d fo r tr ansp ort ati on . GSA did,  how ev er , g iv e ap plica nt p erm is s io n  to  
te s t if y  a s to the s e r v ic e  it  has  pro vi ded  fr om  P o rt N ew ar k to  B e ll e  Mead and 
co rr obora te d  app li ca nt' s ev id en ce  in th ia  re sp e c t.  On th e ot he r hand, it  ob je cts  
to the ra il  c a r r ie r s '  te st im on y  re la ti ng to  s e r v ic e  per fo rm ed  by  th em  fo r GSA 
fr om  P o rt N ew ar k to  B e ll e  Me ad si n ce  th is  li fo rm ati on  ha s no t bes n  c le a r e d  by  
GSA. It ask s th at  su ch  te st im on y  be  st r ic k en , s e e  (p . 5)
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G S A  ob je ct ed  at the  h ear in g to te sti m o n y  by the  r a il  c a r r ie r  p ro te st an ta  
w hi ch  it  co at  en d a v io la te  a ita  p riv il e g e  a s  a sh ip p er un de r a ac ti on 15(11) of the 
A c t . In g e n e r a l,  th at  a ect io n  p ro vi de a th at  a co m m on c a r r ie r  eh al l no t d iv u lg e  
w ith  ce rta in  e x cep ti o n a, in fo rm a ti o n  co n ce rn in g  the  b u si n e ss  a cti v it ie a  o f it a  
sh ip pe rs  o r co nai gn ee a w ith ou t the co na en t of the  eh ip per  or co n a ig n ee. T h e  
in fo rm ati on w hic h  th e c a r r ie r  ia  p ro hi bit ed  fr o m  d is c lo s in g  wi th ou t co na en t la  
in fo rm ati on w hi ch  m a y  be us ed  to  the d etr im en t or  p re ju d ic e  of au ch  sh ip per or 
co naig n ee, or w hi ch  m a y  d ia clo a e  hi e bu ai ne aa  tr a n a a ct io n a  to a co m p e ti to r.
G S A , aa ah ip pe r in  th ia  p ro ce e d in g , obje ct a to  th e d iv u lg en ce  by  the  vari ou a  
r a il  c a r r ie r  rep re aen ta ti vea  of in fo rm a ti o n , w h ic h  wou ld  re v e a l the  na tu re  o f 
th e co m m od it ie a sh ip ped , the d es ti nati on or  v o lu m e of  ita sh ip m en ts , or an y 
ot her  in fo rm a ti on  p ert a in in g  to  the m ovem en t of th e m a t e r ia l.

We a re  of the  op in io n th at  the  pur pca  e of th is  s e cti o n  of the a ct ia to  cu rb  
the  un w ill in g or in te nti onal d is se m in a ti o n  of c o m m e r c ia l b u si n e ss  in fo rm a ti o n  
by  a c a r r ie r  or ita  a ge n ts  to  b u si n e ss  co m p eti to rs  o f the  ah ip pe r or  co n s ig n e e s .
T o  ap pl y th is  r e s tr ic ti o n  to  the d is c la a u r e  of the  in fo rm a ti o n  in  que st io n h ere  w ou ld  
be an undu e en la rg em en t of th e u nd erl yin g pu rp os e of th is  s e c ti o n . F u r th e r m o r e , 
m uch  of the in fo rm a ti on  w hi ch  G S A  co nt en ds  sh ou ld  he  str ic k e n  is  pub lic  in fo rm a ­
tion  or is  of a cu m u la ti v e  nat ur e and  s im il a r  to  th at  su bm it te d  b y  G S A  to  s e rv e  
ita  own  pu rp os e in  su ppor t o f a ne ed  fo r  m o to r c a r r ie r  s e r v ic e . G S A  ca nn ot  
c la im  th at  it  is  enti tl ed  to  a p r iv il e g e  in  o rd e r to  p re ven t r a il  pro te st anta  fr om  
div ulg in g s o -c a ll e d  c la s s if ie d  in fo rm a ti o n  whe n s im il a r  in fo rm at io n is  be in g 
pub lish ed  by  G S A  it s e lf  an d use d s e le c ti v e ly  to  re bu t p ro te sta n ta ' p o si ti o n .
We  fin d it  im p o ssib le  to  co n cl u d e in  th ea e c ir c u m s ta n c e s  th at  G S A  w il l be h ar m ed  
or p re ju d ic ed  by  the  e x a m in e r 's  ru li ng w hi ch  p erm it te d  r a il  c a r r ie r  p ro te st an ta  
to  ad du ce  th e co n si d ere d  e v id e n ce , (p p.  6 fc 7)

T u rn in g  to the is su e  o f th e c la s s if ie d  nat ur e of th is  in fo rm a ti o n , it  i s  no t 
ou r du ty  to in qu ir e into  the in te rn a l r a le s  and s e c u r it y  re g u la ti o n s d f G S A . We  
a r e  aw ar e th at  s e c u rit y  reg u la ti o n s hav e at  ti m esp la ce d  r e s tr ic ti o n s  up on  the 
fr e e  p ub li ca ti on  of  tr a n sp o rt a ti o n  da ta ; h o w ever,  su ch  r e s tr ic ti o n s  ca nnot se rv e 
as a su bst it ute  fo r the  in fo rm a ti o n  w h ic h  is  re q u is it e  to a p ro p er d ete rm in ati on  
o f p ub lic co nven ie nce  and  n e c e s s it y . In R is e  fc C o m p a n y , I n c . ,  E x te n s io n  -  
E x p lo s iv e s . 64 M . C . C .  22 9,  328, th e C o m m is s lo n  sa id :

W h ile we  re co g n is e  ce r ta in  d is a b il it ie s  of  the m il it a r y  in  the  
p rese n ta ti o n  o f evid e n ce , we m u s t,  in  o rd er to  c a r r y  out ou r du ty  
un de r the A c t , be  fu rn is h ed  w it h s u ff ic ie n t fa c ts  on w hi ch  to  b as e  
our co n clu sio n s w ith  r e s p e ct to  the  ne ed  fo r m o to r s e r v ic e . U n le ss  
su ch  fa c ts  a re  m ad e a v a il a b le , we ca nn ot  a c t in te ll ig e n tl y  in  d is p o si n g  
o f th e is s u e s , and  p a r tic u la r ly , w he re  as h e r s , th e p ro b le m s p re se n te d  
a re  v a r ie d , co m p li ca te d , and c o n tn o v e r s ia l.  W he re  n e c e s s a r y  fa c ts  a re  
la c k in g , w s a re  no t w ar ra n te d  in  m ak in g a ll o w a n ce s fo r  the  fa il u r e  to  
pro du ce  th em  o r  in a cco rd in g  th e D ep a rt m en t o f D efe n se  or an y ot her  
sh ip p er s p e c ia l co n sid e ra ti o n , exce p t p er ha ps  un de r so m e unu su al  
c ir c u m s ta n c e s . •  *  *  (p . 8)
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1.  T i t le  o f Ca se : Motor  C a r r ie r  A p p li ca ti o n s  fo r  O pera ti ng  R ig h ts  
Fra n L in co ln , Neb rask a

2.  Doc ke t Number: MC-30637, Sub 2h2, MC-2230, Sub 9 , MC-52657,
Sub 5^1  - O per at in g  A u th o ri ty

3.  R eg ula to ry  Agency: I n t e r s t a t e  Commerce Com mission

U. Date  o f In te rv e n ti o n : December  6 , 195®

>• B r ie f  Resume of Cas e:  The P ost  O ff ic e  Dep ar tm en t re q u es te d  OSA
in te rv e n e  in  su pport  o f a p p li c a ti o n s  f i l e d  se ek in g  o p e ra ti n g  
a u th o r it y  fo r  th e  t r a n s p o r ta ti o n  of " m a il s te r s " .

6 . P o s it io n  o f GSa: Sup po rted  th e  ne ed  fo r  se rv ic e

7 . R ul in g o f re g u la to ry  ag en cy : I n t e r s t a t e  Commerce Com miss ion
g ra n te d  c e r t i f i c a t e  to  Mack’s T ra nsp o rt  S e rv ic e , In c . De nie d 
a p p li c a ti o n  o f Ken osha Au to T ra nsp o rt  an d Ar co Au to C a r r ie r s .

8 . Sav in gs  t o  Go vernm ent: $ - —

9 . Gov er nm en t's  in t e r e s t  was more th an  30$ o f t o t a l .

10 . Gov ernm en t's  p r e s e n ta t io n : Not a p p li c a b le .

11 . GSA's p re s e n ta ti o n  d id  no t co nc er n m a tt e rs  o f re g u la to ry  p o li c y  
to  be fo llow ed  by  th e  re g u la to ry  agenc ie s in  per fo rm in g i t s
re  spon s ib i l i t i e  s .

12.  P u b li c  re p re s e n ta t io n : None

13- Names of GSA C ou ns el : Malcolm D. M il le r

lU. Names o f Government  w it n e s se s : C a rl  R. P e te rso n , P o st  O ff ic e  
Dep ar tm en t

15 . No a tt o rn e y s  o r w it n esses  were em plo yed on a p e r die m b a s is .

16. E xcerp ts  fro m d e c is io n s  d is c u ss in g  GSA's ev id en ce an d c o n te n ti o n s  
(Se e A tt ached  S heet)
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E xc er pt f r m  I.C .C . D ec is io n in  Do cke t MC-223O(SUb No. 9)  (8 l M. C.C. ,
P- 391)

"The P ost  O ff ic e De pa rtm en t i6  in te re s te d  in  th e  a v a lL a b il it y  of a 
mo tor  c a r r ie r  ab le  to  pro vid e m u lt ip le -d e li v e ry  se rv ic e  on uncr at ed  
m a il s te rs  to  i t s  v a ri ous in s ta l l a t io n s .  I t  had  ab out 4,00 0 m a il s te rs  
in  o pera ti on  in  December 1958, and p la ns to  pur ch as e an  a d d it io n a l 
5,00 0 in  1959* I t s  c o n tr a c t w ith  Cushman, sc he du le d to  be comp let ed  
by A p ri l 1959 , c a ll e d  fo r  d e li v e ry  of 2,20 0 o f th ese  u n it s  from  L in co ln  
to  i t s  vari ous in s ta l la t io n s .  I t  a ls o  ha s a c o n tr a c t w ith a m an uf ac tu re r 
o f th e  same ty pe  o f p ro duct  a t  C r is f ie ld , Md. As a g en e ra l ru le  th e  u n it s  
prod uc ed  a t  Lin co ln  a re  sh ip pe d to  p o in ts  v e s t o f th e  M is s is s ip p i R iv er  
and  th ose  prod uced  a t  C r is f ie ld  to  p o in ts  e a s t th e re o f , b u t on oc ca si on  
d e li v e r ie s  a re  re q u ir ed  th ro ughout th e  U ni te d S ta te s  from  e i th e r  o r ig in ."
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"*** The U ni te d S ta te s  P ost  O ff ic e  Dep ar tm en t p r e s e n tl y  use s t 
appro x im ate ly  9, 00 0 m a il s te r s  s im il a r  to  th e  com modity  h e re in  I 
in v o lv ed , in  i t s  o p e ra ti o n s  in  th e  d e li v e ry  o f m ai l and p a rc e l 1 
p o s t.  I t  ha s c o n tr a c te d  w ith  th e  West Coa st  M ac hine ry  Company I 
of  S to ck to n , C a l i f . ,  f o r  th e  m an ufa ct ur e o f 2,4 01  a d d i ti o n a l 
m a il s te r s  th a t  i t  p ro pose s to  use  in  v a ri o u s  p o s ta l f a c i l i t i e s .  I
T his  q u a n ti ty  may be  in c re a se d  by 25 p e rc en t a t  th e  o p ti o n  of 
th e  Go vernme nt,  bu t q u a n t i t i e s  w il l p ro bab ly  n o t be  a v a il a b le  
f o r  sh ip m en ts  to  A la sk a and  H aw ai i. The P ost  O ff ic e  Dep ar tm en t 
w i l l  pay f o r  and  c o n tr o l th e  tr a n s p o r ta ti o n  o f th e  com modity  from  
S to ck to n  to  d e s t in a t io n  and a l l  w il l be  sh ip ped  under  Government  
b i l l s  o f la d in g . I t  d e s i r e s  to  sh ip  th e  m a i ls te r s  in  both  tr u c k -  
lo a d  and  LTL q u a n t i t ie s  and i t  w il l r e q u ir e  6 to p o f f  d e l iv e r ie s  
a t  more  th an  one  f a c i l i t y .  Both a p p li c a n ts  ha ve  pro vid ed  s im il a r  
tr a n s p o r ta t io n  s e rv ic e  to  th a t  h e re in  p ro pose d , fo r  th e P ost  
O ff ic e  D ep ar tm en t,  from C r i s f i e ld ,  Md. , to  p o in ts  in  th e  U. S. 
an d th e i r  se rv ic e s  ha ve  be en  s a t i s f a c to r y .  The  dep ar tm en t d e s ir e s  
th a t  th e  com modity  n o t be  c ra te d  in  sh ip m en t in  o rd er th a t  
d e l iv e r ie s  can be  ex p ed it ed  and  in  o rd er th a t  th e  tim e and  
ex pe ns e of c r a t in g  and u n c ra ti n g  can be  av o id ed . Many of th e  
P o s ta l f a c i l i t y  d e l iv e r y  p o in ts  do n o t ha ve  f a c i l i t i e s  fo r  
un lo ad in g  of th i s  com modity  when i t  i s  sh ip ped  c r a te d . C ra ti n g  
i s  re q u ir e d  fo r  r a i l  tr a n s p o r ta t io n  o f th e  com modity  and ha s a ls o  
be en  re q u ir e d  by g e n e ra l com mod ity motor  c a r r i e r  fo r  LTL sh ip ­
m en ts . The P ost  O ff ic e  Dep ar tm en t ha s ex p eri en ced  c o n s id e ra b le  
damage in  sh ip m en t of th e  co nsid ere d  com modity  by r a i l .  I t  
d e s ir e s  s in g le  l i n e  s e rv ic e  in  o rd e r to  e x p e d it e  d e l iv e r ie s  
and to  avoid  ch an ge  to  th e  com modity  by ex c e ss iv e  h a n d li n g .
* * * "  P ag e  5 ,

The P ost  O ff ic e  D ep ar tm en t, ha s a ls o  re q u ir e d  re tu rn  t r a n s p o r ta ­
ti o n  o f th e  m a il s te r s  to  th e  m anufa c tu re rs  in  o rd e r f o r  r e p a i r s  
an d m o d if ic a ti o n s  to  be  made and th e re fo re  d e s i r e s  a t r a n s p o r ta ­
t io n  s e rv ic e  th a t  would  p ro v id e  f o r  tr a n s p o r ta t io n  o f r e tu rn  
ih lp aen ts  f ro a  a l l  p o in ts  in  th e  U. S . to  th e  m an u fa c tu re r,  t believes t h a t  th e  s e rv ic e s  o f bo th  a p p l ic a n ts  w i l l  be n ec es- 
ta ry . Page 6.

EXCERPTS FROM INTERSTAT E COMMERCE COMMISSION DOCKET NO. 
N o. 5 9 0 ) ,  D e c i s i o n  d a t e d  A u g u s t j x ,  I 9 6 0 . M C -5 26 57  (S ub
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T i t l e  o f Ca se : W h it f ie ld  T ra n sp o rt a ti o n  Co.  -  E x te n si o n  o f  O pera ti ng  
Au thor ity

Doc ke t Number: MC-1O8461 (Su b % )

Regulatory Agency: In te rs ta te  Caaaerce Ccsnisslon 

Date of  In terven tio n:  January 27,  1958

B rief Resume of  Case: On August 1,  1957, W hit fie ld  Transportat ion  Co. 
f il e d  ap pl icat ion fo r au th or ity  to  operate as a cannon carr ie r in  the 
tra ns po rta tio n of  cement and cement ad-mixes in  bu lk frcm several  Utah 
rai lhe ads to the Glen Canyon Dam S it e , Arizona.

Po sitio n of  GSA: On be ha lf of the Bureau of  Reclamation, GSA presented 
witnesses and testimony in  support fo r the need of  ad dit io nal ccssaon 
carr ie r motor service fo r the trans po ratlo n of  cement and pozzolan to  
Glen Canyon Dam S it e .

Rul ing of regu latory agency: C ert if ic ate  was awarded to  W hit fie ld . 

Savings to  Government: $ -  - -

Government's in te re st was more than 30^ of  the to ta l.

Government's presentat ion : Not ap pl icab le .

USA's presentat ion  did  not concern matters of  regu latory polic y to  he 
fo ll o w d  by the regu latory agencies In  performing it s  re sponsib il it ie s . 

Pu blic representat ion : None

Names of GSA Counsel: Morris  Levinson

Names of Goverose nt  witnesses: Herbert M. Thompson, GSA 
Will iam J . Cooper, GSA

No attorneys or  witnesses were employed on a pe r diem b as is .

Excerpts from decisions discussing GSA's evidence and contention s:
(See Attached  Sheet)
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CAB
RATES

l . t i e  o f  C ase : im p o s e d  J e t  C oac h F a re  I n c r e a s e s

Doc ke t .. ju a e r :  CAB D ock et s 117*91 an d ll b x d

R e g u la to ry  Ag ency : C iv i l  A e ro n a u ti c s  Bo ard

Date o f  I n te rv e n t io n :  Sep te m ber  15 , *1560

B r ie f  Resume o f Cas e:  C a r r i e r s  p ro pose d  in c r e a s e s  in  j e t  co ac h  fa re s  
ra n g in g  fro m 10 to  18 p e rc e n t , e f f e c t iv e  O ct ober  1 an d 7,  19 60 .

P o s i t io n  o f  CSA: GSA con te n d ed  th e  p ro pose d  f a r e s  a r e  unduly  d i s c r im i­
n a to ry , undul y p r e f e r e n t i a l ,  u n ju s t  an d u n re a so n a b le .

R u li ng  o f  r e g u la to ry  agen cy : CAB d is m is se d  GSA p r o t e s t  w it h o u t f u r th e r  
p ro c e e d in g s .

S av in g s to  Gov er nm en t: $ -  -  -  -

G overn m en t' s i n t e r e s t  was n o t mo re th a n  307. o f  t o t a l .

G overn m en t' s p r e s e n ta t io n :  Ho h e a r in g

GSA's  p r e s e n ta t io n  d id  n o t co n cern  m a t te r s  o f  r e g u la to ry  p o l ic y  to  be  
fo ll o w ed  by th e  r e g u la to ry  a g e n c ie s  in  p e rf o rm in g  i t s  r e s p o n s i b i l i t i e s .

P u b li c  r e p r e s e n ta t io n :  No h e a r in g .

Names o f  GSA C ounse l:  No h e a r in g .

Names o f  Go ve rnmen t w it n e s s e s : No h e a r in g .

No a t to r n e y s  o r  w it n e s se s  wer e em ploy ed  on  a p e r  diem  b a s i s .

E x ce rp ts  fro m d e c is io n s  d is c u s s in g  GSA's  ev id en ce  an d c o n te n t io n s :

" ★ * * We ha ve  re vie w ed  th e  P e t i t i o n  o f  th e  U n it ed  S ta te s  o f  A m er ic a,  
f i l e d  by th e  A d m in is tr a to r  o f  G en era l S e rv ic e s , an d up on  c o n s id e ra t io n  
o f su ch  p e t i t i o n ,  and in  th e  l i g h t  o f  th e  f a c to r s  h e r e in  n o t ic e d , we 
co n c lu d e  th a t  th e  p e t i t i o n  do es  n o t s t a t e  f a c t s  whi ch  w a rra n t an  in v e s ­
t i g a t i o n  o r  o th e r  a c t io n  a t  t h i s  ti m e an d th e  p e t i t i o n  w i l l  be  d is m is se d  
(e m phas is  ad d ed .)

* * * E x cerp t fro m C.A .B . d e c is io n  o f  O c to b er 7 , 19 60 , p . 2
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i .  ;- L lu  o i  C as e: D o r. e s ti e  T r u n k li n e  P a s se n g e r  F a ic  in c r e a s e *

z . wo ck et  Number: 1142b

3. R egula to ry  Ag ency: C iv i l  A e ro n au ti c s Board

4 . Dat e o f In te rv e n ti o n : Ju ne  30 , 1960

5 . B r ie f  Resume o f Ca se : The  12 tr u n k li n e  a i r  c a r r i e r s  f i l e d  t a r i f f  in ­
c re a s e s  v a ry in g  from 5 1/27. to  12% to  become e f f e c t iv e  a t  v a r io u s  tim es  
b eg in n in g  Ju ne 4,  19 60 . The CAB is su ed  th re e  o rd e rs  o f in v e s t ig a t io n  
an d su sp en sio n , May 20 , Ju ne  10 and Ju ne  23 , th e  l a t t e r  con fi rm in g  a 
Bo ard pre s*  re le a s e  o f Ju ne  17 , 196 0, an no un ci ng  th a t  i t  wo uld  per m it  
an  in c re a se  o f 2 1/27 . p lu s  $1 .0 0  per  one-w ay t i c k e t .  On Ju ne 30 , 196 0, 
GSA f i l e d  a p e t i t i o n  fo r  le a v e  to  in te rv e n e . By o rd e r  o f  Au gu st 5 , 1960 , 
th e  Board  d is m is se d  th e  p ro ceed in g , s t a t in g  in  a fo o tn o te  th a t  i t s  a c ti o n  
"m akes moot th e  P e t i t io n  to  In te rv e n e ."

6 . P o s i t io n  o f GSA: The in c re a s e  in  f a re s  f e l l  w it h in  th e  CAB o rd e r  o f
F eb ru ar y  25 , 19 58 , in  Do cket Mo. 92 88 , where  th e  Bo ard  s a id  fu r th e r  
in c re a se *  wo uld  be  d i f f i c u l t  i f  c a r r ie r*  co n ti n u ed  in c re a s in g  c a p a c it y  
beyo nd  in c re a s e s  in  t r a f f i c  u n le s s  th e re  was " s e a rc h in g  re v ie w  o f  th e  
lo ad  f a c to r  p ro b le m ."  GSA urg ed  "se a rc h in g  re vie w " su g g e st ed  by th e  
Boar d. •

7. R uli ng  o f r e g u la to ry  ag en cy : The  c a r r i e r s  were g iv en  p a r t  o f th e  i n ­
c re a s e s  re q u e s te d .

8 . S av in gs to  Go verrtme nt:  $ -  -  -  -

9 . G ove rn m en t's  i n t e r e s t  was no t more th an  307. o f t o t a l .

10 . G ove rn m en t's  p r e s e n ta t io n :  No h eari n g

11 . GSA's  p re s e n ta t io n  d id  n o t co nce rn  m a tt e rs  o f  r e g u la to ry  p o li c y  to  be  
fo ll o w ed  by th e  re g u la to ry  a g en c ie s  in  per fo rm in g  i t s  r e s p o n s i b i l i t i e s .

12 . P u b li c  r e p re s e n ta t io n :  No h e a r in g

13 . Names o f GSA C ou ns el : No h e a ri n g

14 . Names o f Go vernm ent w it n e s s e s : No h ea ri n g

15 . No a tt o rn e y s  o r  w it n e s se s  was emplo yed on a p e r diem b a s is .

16 . E x cerp ts  from d e c is io n s  d is c u s s in g  GSA 's ev id ence  and c o n te n ti o n s : "Our 
a c t io n  h e re in  makes moo t th e  P e t i t io n  to  In te rv e n e  f i l e d  by GSA on Ju ne  30,  
19 60 . No co m pla in t was f i l e d  by GSA ah to  th e  t a r i f f  f i l i n g s  wh ich we re 
in v o lv ed  in  t h i s  docket and su sp en de d by th e  Boa rd . In  a d d i t io n , th o se  
t a r i f f s  we re can ce le d  by th e  c a r r i e r s  p r io r  to  th e  f i l i n g  o f  th e  GSA p o s i­
t i o n .  To th e  e x te n t th a t  th e  GSA p e t i t i o n  r e l a t e s ,  as i t  do es  p r im a r i ly , 
to  th e  g e n e ra l le v e l  o f f a re s  fo r  th e  dom es tic t r u n k li n e  c a r r i e r s ,  th e
GSA i s  a p a r ty  to  th e  G en er al  P ass enger Far e I n v e s t ig a t io n ,  Do cket No. 
80 08 , and i t s  vi ew s as to  g e n e ra l f a re  l e v e l s  a re  on  re c o rd  in  th a t  p ro ­
c e e d in g ."  (CAB O rd er  No. E- 15 62 2,  Aug us t 5,  196 0).
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l x t i v  o f C as e:  r i :  »e iw e» P -k e l e v e l  o f  Do mcs tiv  f . an!- I . H ’ C a r r ie r s

Jo c* .c t .. u .i b e r:  oou . e t  a l .

R e g u la to ry  Age nc y:  C iv il  A e ro n a u ti c s  Boa rd

Da te  o f  I n te rv e n t io n :  J u ly  27 , 1956

B r ie f  Resume o f  Cas e:  G en er al  i n v e s t i g a t i o n  o f  th e  p a sse n g e r  f a re  
s t r u c tu r e  o f  dom est ic  t r u n k l in e  c a r r i e r s .

P o s i t io n  o f  CSA: Op posed  in c r e a s e  in  p a s se n g e r  f a r e s .

R uli ng  o f  r e g u la to ry  ag en cy : CAB appro ved  a 10 -1 /2 7.  r a t e  o f  r e tu r n .

S av in gs to  Gov er nm en t:  $ -  -  -  -

G overn m en t' s i n t e r e s t  was n o t mo re th a n  30% o f  t o t a l .

G overn m ent' s p r e s e n ta t io n  was d i r e c te d  to  l e v e l  o f  r a t e s  o f  a l l  s h ip p e rs  
o r  u s e r s . (G enera l r a t e  s t r u c tu r e )

CS A' s p r e s e n ta t io n  d id  no t concern  m a t te r s  o f  r e g u la to ry  p o li c y  to  be  
fo ll o w ed  by th e  r e g u la to ry  a g e n c ie s  in  p e rf o rm in g  i t s  r e s p o n s i b i l i t i e s .

P u b li c  r e p r e s e n ta t io n :  Bur ea u Cou ns el  o f  CAB.

Raffles o f  CSA C ounse l:  M. M i l le r , J .  Reg an , D. Mann, J .  M cShalley , an d 
L. U i l l s i n g e r .

Names o f  Go ve rnmen t w itn e s s e s :  D. M a te r,  GSA; G. Webner, GSA; and 
Don ald E. C hu rc h,  Commerce D ep ar tm en t.

Mo a t to r n e y s  o r  w it n e s s e s  wer e em ploy ed  on  a p e r  diem  b a s i s .

E x ce rp ts  fro m d e c is io n  d is c u s s in g  GSA's  e v id e n c e  an d c o n te n t io n s :

• = * * * *  The  Exa m iner  co ncl uded  th a t  S e c ti o n  167 d id  n o t r e s u l t  in  a 
per m an en t ta x  sa v in g  b u t r a t h e r  a d e f e r r a l  o f  a p o r t io n  o f  th e  ta x  in  
th e  e a r ly  y e a rs  o f  th e  s e rv ic e  l i f e  which  m us t be  p a id  in  th e  l a t e r  
y e a r s .  He h e ld  t h a t  f a i l u r e  to  a ll o w  no rm al  ta x e s  wo uld n e g a te  th e  
C o n g re ss io n a l I n te n t  to  g ra n t  an  i n t e r e s t - f r e e  lo a n  o f  th e  d i f f e r e n c e  
bet w ee n ta x e s  p a id  an d ta x e s  du e under th e  s t r a i g h t - l i n e  metho d in  
o rd e r  to  en coura ge  m o d e rn iz a ti o n  an d e x p a n s io n ."

• < * * * *  Bur ea u C oun se l an d GSA ha ve  e x c e p te d  to  t h i s  d e c is io n . They 
a rg u e  t h a t  th e  e f f e c t  o f  S e c ti o n  167 i s  to  p ro duce  a pe rm ah flW  ta x  
sa v in g  f o r  th e  i n d e f i n i t e  f u tu r e  r a th e r  th a n  a mere d e f e r r a l  o f  ta x e s .
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16. C on ti nued

and  th a t Co ng ress in  en ac ti n g  S ec ti o n  167 d id  no t in te n d  to  mod ify  
re g u la to ry  p ra c ti c e  in  ra te m ak in g case s o r a f f e c t  r a te  p o li c y  un de r 
th e  Federa l A v ia ti o n  A c t. "

• ' * * * *  Me agre e  w it h  th e  E xam in er 's  con c lu si o n  th a t  th e  inco me ta x  
al lo w an ce  sh ou ld  be norm al iz ed , fo r  th e  re as ons s e t  f o r th  in  th e  
I n i t i a l  D ecis io n . In  o u r vi ew  th e  Exam ine r c o r re c tl y  co nc lu de d th a t 
to  deny  th e no rm al iz ed  ta x es  would  be c o n tr a ry  to  th e  c le a r  in te n t  o f 
Con gres s to  g ra n t to  a l l  ta x p ay ers  what am ounts  to  an i n te r e s t - f r e e  
lo an  in  th e  e a r l i e r  y ea rs  o f th e  se rv ic e  l i f e  o f a s s e ts  to  be  re p a id  
in  l a t e r  y e a rs ."

" * * * * Some of th e  c a r r i e r s  and  Bu rea u Co un sel ag re e  th a t  th e  n a tu re  
o f  th e  in d u str y  re q u ir e s  th a t  fa re  le v e ls  be s e t  on th e  b a s is  o f th e  
in d u s tr y  as  a wh ole,  whe reas  o th e r  c a r r i e r s  and  th e  GSA ar gue th a t  th e  
I n i t i a l  D ec is io n  me thod v io la te s  th e  re quir em ent of S ec ti o n  1 0 0 2 (e )(5) 
th a t  we co n sid e r th e  need  of 'e a c h ' c a r r i e r .  We ag re e  in  g enera l w it h  
th e  r e s u l t ,  a lt hough  we re ac h  th a t  r e s u l t  by somewhat d i f f e r e n t  means  
and  wou ld su b je c t i t  to  some q u a l i f i c a t io n s ."

* * * * E xce rp ts  from C.A .B.  d e c is io n  o f  November 25 , 196 0, pp . 66 , 67 , 
72 & 73.
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CAB
CERT.

1. T it le  of C ase : P a cif ic  N ort hw es t L oca l Air  S erv ic e

2.  Doc ke t Nu mbe r:  54 63  -  O pe ra ting  Aut ho ri ty

3.  R eg ula to ry  Age nc y:  C iv il  A ero n auti cs Boa rd

4.  Da te of In te rv en tion : Ju ly  28, 1958

5.  B r ie f Res um e of  C ase : On Ju ly  23 , 19 58 , OCD M req uest ed  GSA to  
in te rv ene b eca u se , a ft er  hearin g , the  E xam in er  had no t aw ar de d 
se r v ic e  exte n si on  no rt h fr om  OCDM hea dquart er s at Sa nt a R osa , 
C a li f .,  to  Por tlan d and  S a le m .

6.  P osi ti o n  of GSA: Su pp or te d OCDM ne ed  fo r s e r v ic e .

7.  Rul in g of reg u la to ry  age nc y:  D esir ed  se r v ic e  w as ordere d  to be  
m ad e availab le  - No ra te  in c re a se  w as  in volv ed .

8.  Savin gs to  G ov er nm en t:  $ - - - - .

9.  G over nm ent' s in te re st w as  no t m ore tha n 30% of  to ta l.

10 . G over nm ent’s pre se nta ti on: No t app li cab le .

11 . GSA 's  prese n ta ti on  did  no t concer n  m a tt ers of  reg u la to ry  p o li cy  to  
be fo llow ed  by  the re gu la to ry  a g en c ie s  in  perfo rm in g  it s
re s p o n s ib il it ie s ,

12 . Publi c rep re se nta ti on : Bur ea u C ounse l of  CA B.

13 . Na me of  GS A Cou ns el : M alc olm  D . M il le r

14 . N am es of G ov er nm en t w it n e sses : N on e.

15 . No  att orn eys or  w it n e sse s  w er e em plo yed  on  a pe r d ie m  b a s is .

16 . E x cerp ts  fr om  d e c is io n s  d is c u ss in g  G SA 's  ev id en ce  and co nte nti ons:  
N on e.
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FMB
REG.

1. T it le  of  Casa: F il in g of Ta rif f*  by Terminal Operator*

2. Docket No .: 875

3. Regulatory Agency: Federal Maritime Board

4. Date of Inter vent ion : February 16, 1960

5. Br ief  Resume of Case: December 10, 1959, no tice  was given tha t the 
Federal  Maritime Board was con sidering adopting ru les re la ting to 
persons engaged in  the busin ess  of fur nis hin g wharfage, dock, ware­
house, or other terminal fa c i li t ie s  in con nec tion  with the common 
ca rr ier  by water withi n the  United Stat es  and it s  te rr it or ie s and 
po sses sion s.

6. Po sition  of GSA: GSA is  in favor of  the proposed ru le s.

7. Ruling of Regulatory  Agency: No hearing  to date.

8. Savings to Government: § - - -

9.  Government's in te re st  w il l not be more than 307. of to ta l.

10. Government's Pr ese ntati on : No hearing  to date.

11. GSA's pr esen tatio n w il l concern mat ters  of reg ula tor y po lic y to be 
followe d by the reg ula tor y agencie s in performing i t s  resp on sib il it ie s

12. Pub lic Representation:  No hearing  to date.

13. Names o f GSA Counsel: No hearing  to date.

14. Names of Government Witnesses: No hearing  to date.

15. No att orneys or wi tne sse s w il l be employed on per diem bas is .

16. Excerpts from de cis ions  di sc us sing  GSA'a evid ence and contentio ns:
No hea ring to  date.
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1. T id e  o f  Case:  In v e s t ig a t io n  o f  Ocean F re ig ht For war ders

2.  Docket Number: 765 and 831

3.  Reg ula to ry  Agency: Fed er al  Maritim e Board

4 . Date o f  In te rv en ti o n : Octo ber 10 , 1958

5. B r ie f Resume o f  Case:  Ru le- ma king  pro ce ed in gs des ig ned  to  presc rib ed  
ru le s  and r e g u la t io n s  co ver in g th e p r a c t ic e s  o f  oc ea n fr e ig h t  forw ar de rs  
and th e p r a c t ic e s  o f  comnon c a r r ie r s  by water  w it h  resp ect to  th e pa y­
ment o f  br ok er ag e to  oc ea n fr e ig h t  fo rw ar der s.

6. P o s it io n  o f  GSA" I t  op posed  th e paym ent o f  br ok er eg e by wa ter c a r r ie r s  
to  oc ea n fr e ig h t  fo rw ar de rs  and In gen er al I t  su pp or te d th e r u le s  pro ­
po sed by th e Boa rd 's  s t a f f .

7 . Ru lin g o f  Reg ula to ry  Agenc y: Pending

8 . Sa ving s to  Governm ent:  $ -  -  -

9 . Go ver nm ent's In te r e s t  was no t more tha n 307. o f  t o t a l .

10 . Go ver nm ent's p resen ta ti o n  was d ir e c te d  to  l e v e l  o f  r e te s  o f  e l l  sh ip per s 
or u ser s . (G en er al  ra te  st ru c tu re )

11 . GSA*s p resen ta ti o n  d id  co nc er n m at te rs  o f  regu la to ry  p o li c y  to  be 
fo llow ed  by th e reg u la to ry  a gen cie s In  pe rfor m ing I t s  r e s p o n s ib i l i t i e s .
The FMB has th e s ta tu to r y  du ty  to  reg u la te  th e p r a c t ic e s  end  oper ati ons 
o f  oc ea n fr e ig h t  fo rw ar der s.  In  th is  pro ce ed in g GSA In tr od uc ed  da ta
to  a s s i s t  th e Board In  de te rm in in g I t s  r e s p o n s ib i l i t i e s  In t h is  re sp ec t.

12 . P ub li c  R ep re se nta ti on: FMB P ub li c  Co unsel

13. Name o f  GSA Co un se l: C le re nce  J . Koontz

14. Names o f  Government W it nes se s:  Ro bert T. Bai n,  GSA

15. No a tt orn eys or w it n e sses  wer e employed  on a pe r diem  b a s is .

16 . Exc er pts  from d e c is io n s  d is c u ss in g  GSA'a ev id en ce  and co n te n ti o n s:  Pendi ng

710 36 O— 61------76
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1. T it le  of  Case: Terminal Operator! - At lan tic  end Gulf Forte

2. Docket Numbers: 816 end 836

3. Regulatory Agency: Federel Maritime Board

4. Dete of Interv ention: July 18, 1958

5. Br ief  Resume of Case: An ln ve st lget lon of the general pr ac tice s,  charges, 
se rv ic es , de finit io ns end agreements of  terminal operato rs at At lan tic  
and Gulf ports .

6. Po sit ion  of GSA: GSA's In tere st In the proceeding Is confined to the 
eff ects  that  any order of the Board may hiv e on the ra te s,  charges 
and serv ices  of respondents , In connection with freigh t shipments
of Federal Government agencies.

7. Ruling of  Regulatory Agency: A prehearing conference was held  by the 
Examiner on June 17, 1958. There has been no ac tio n taken In th is  
case sin ce that  time.

8. Savings to Government: $ - - -

9. Government's In tere st  w il l not be store than 30X of  to ta l.

10. Government's prese nta tion was lim ite d to le vel  of ra tes  and charges 
for pa rt icular  se rv ic es .

11. GSA's prese ntation  w il l not concern sia tters of  reg ule tor y po licy  to 
be followed  by the regulat ory age ncies  In performing It s responsl-  
b i l lt le s .

12. Pub lic Representation: FMB Pub lic Counsel

13. Name of  GSA Counsel: Malcolm D. Miller

14. Name of  Goverment Witn esses : Pending

15. No attorn eys  or wit nesse s w il l be employed on a per diem ba si s.

16. Excerpts from de cis ions  discus sin g GSA's evidence and conte ntions: Pending
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1. T it le  of Cas e:  Com mon  C arrie rs by  Water  - St at us  E x p r e ss , Tru ck  
L in es,  N o n -V esse l C a rr ie rs

2. Doc ke t Nu mb er: 815

3. R eg ula to ry  Age nc y:  F ed era l M ar it im e Boa rd

4. Da te of In te rv en tio n:  M ar ch  3, 1958

5. B rie f Res um e of  Cas e:  FM B in st it ute d  an in vest ig a ti on  to  det er m in e 
whe th er  m ot or  tr uck  com panie s,  fr ei ght fo rw ard ers and ex p ress  
co m pan ie s who pro vi de the  se r v ic e  of  m ov in g hou se hol d go od s and  
othe r per so n al pro per ty  fr om  po in ts  in  the Un ite d Sta te s to  po in ts  
o v e r se a s  us in g both tr uck s or  va ns  which  th ey  own or  op er at e and  
oc ea n v e s s e ls  wh ich  th ey  do  not own and  oper ate  w er e co mm on  
c a r r ie r s  with in  the m ea ni ng  of  the  Sh ipp ing A cts .

6 . P osi ti on  of GSA: It w as  the posi tion  of  GSA  th at  re sp on den ts  to  th ese  
pro ce ed in gs w er e co m m on  c a r r ie r s  by  w at er  with in  the  m ea ni ng  of 
the  Sh ipp ing  A cts .

7.  Rul ing of re gula to ry  ag en cy : Th e FM B ru le d that  the re sp on den ts  
w er e co m m on  c a r r ie r s  by wat er  with in  the m ea nin g of  the Sh ipping  
A cts .

8. Sa vi ng s to  Gov er nm en t:

9.  G ov er nm en t's in te r e st was  no t m ore  than  30% of  to ta l.

10 . G ov er nm en t' s pre se nta tion  was  d ir ecte d  to  le v e l of  ra te s of  a ll  
sh ip per s or  u se r s . (G en er al  ra te  st ru ctu re)

11 . GSA 's p rese n ta ti on  did  co nce rn  m att ers of  reg ula to ry  p oli cy  to  be 
fo llow ed  by the re gu la to ry  a gen c ie s in  per fo rm in g it s  re sp o n s ib il it ie s

12 . Public rep re se nta tion: FM B Public C ounse l.

13 . Nam e of  GSA C ou ns el : C la re nce  J.  KQonta.

14 . N am es  of  G ov er nm en t w it n esse s:  R ob er t T . Bain,  GSA .

15 . No  att orn ey s or  w it n esse s w er e em plo ye d on a per  diem  b a s is .

16 . E xcerp ts  fr om  d ec is io n s d is cu ss in g  GSA 's ev id en ce  and co nte ntion s:  
N on e.
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FMB
RATES

1. T it le  of  C ase : G e n e ra l In c re a se  in  R a te s -P a c if ic -A t la n t ic /G u a m  T ra d e

2. Doc ke t Num be r:  901  ,

3. R eg ula to ry  Age nc y:  F ed era l M ari tim e Boa rd

4.  Da te  of  In te rv en tion : A pri l I9 60

5. B r ie f R es um e of C ase : P acif ic  F ar E a st  L in es and  A m eri can  P r e s i ­
de nt  L in es  propose d  ra te  In crea se s to  G uam /W ake/ M id w ay refl ec ti n g  
about 32 percen t advance s ov er  curre nt r a te s .

6.  P osi ti on  of  GSA: In opposi ti on .

7 . Rul in g of regu la to ry  ag en cy : Pen din g.

8. Savi ngs  to  G over nm en t:  $ - - - - .

9.  G over nm ent' s in te r e s t  i s  not m ore  than  30% of  to ta l.

10 . G over nm ent' s prese n ta ti on  w as  d ir ec te d  to  le v e l  of  ra te s of  a ll  sh ip ­
p e r s  or  u s e r s . (G en er al ra te  st ru ctu re)

11 . GSA 's  p rese n ta ti on  di d not  conce rn  m a tt ers of reg u la to ry  p o li cy  to  
be fo llow ed  by  th e re gu la to ry  a g en c ie s in  per fo rm in g it s  
r esp o n s ib il it ie s .

12 . P ublic rep re se nta ti on : FM B P ubli c C ou nse l.

13 . N am es  of  GSA  C ou nse l:  C la ren ce  J.  Koo nt x,  W ill ia m  R. P ie r c e , •
Max M is en ar.

14 . N am es of G over nm en t w it n esses : A.  L . Cu pp , GS A.

15 . No  a tt orn ey s or  w it n e sses  w er e em plo yed  on  a per  d ie m  b a s is .

16 . E x cerp ts  fr om  d e c is io n s  d is cu ss in g  G SA 's  ev id en ce  and  co nte ntions:  
Pen din g.



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 1203

1. Title of Case: General Increase In Alaskan katas and Charges
2. Doc ke t Number: FMB d81

3. Regulatory Agency: Federal Maritime Board
4. Date of Intervention: December 31, 1959
5. Brief Resume of Case: Ocean Carriers Tiled new tariffs providing 

increases in freight rates of 10Z on traffic between U. S. Pacific 
Coast ports and Alaska ports.

6. Position of GSA: Requested suspension of proposed increases, inves­
tigation to determine the Just and reasonable rates.

7. Ruling of regulatory agency: Entire Increase requested was granted 
subject to refund of excess over levels ultimately determined by 
Board.

8. Savings to Government: $ - - - -
9. Government's interest was not more than 30Z of total.
10. Government's presentation was directed to level of rates of all 

shippers or users. (General rate structure)
11. GSA's presentation did not concern matters of regulatory policy to 

be followed by the regulatory agencies in performing its respon­
sibilities.

12. Public representation: FMB Public Counsel and the State of Alaska 
was represented by State Attorney General and Washington, D. C. 
private attorney retained by Stats.

13. Names of GSA Counsel: Malcolm D. Miller and John Regan.
14. Names of Government witnesses: G. H. Bowersox, GSA; John S. Peters, 

GSA; Harold Spain, GSA; Wilma M. Dalton, GSA.
15. No attorneys or witnesses were employed on a per diem basis.
16. Excerpts from decisions discussing GSA's evidence and contentions: 

None.
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1. T id e  of Ca m : General lac reaaas  la  Alaskan Katas and Charges

2. Docket Number: 828

3. Regulato ry Agency: Federal Maritine Board

4.  Date of  In terv en tio n:  Novenber 22, 1957

5. B ri ef  Resume of  Case: Alask a S3 Company end othe r Alaska li n es fi le d  
ta r i f f  sch edule s to  becone a ff ec ti v e  December 2, 1957 , Increasin g 
rate s,  ge ner al ly , by 15X.

6.  Pos it io n of  GSA: That Che proposed Increase of  151 In current ra tes 
was not ju s ti f ie d .

7. Ruling of  regu lat ory agency: Proposed Increa sed  ra te s and charges e f 
respondents  found Just and rea son able.

8. Sav ings  to Government: $ -  - - -

9.  Government's In te re st  was not more than 301 of to ta l.

10. Government's pr esen ta tio n was di re cted  to  le v e l of  ra te s of  a ll  shi ppers  
or us er s.  (General ra te  stru ctur e)

11.  GSA's pr esen ta tio n did not  concern matters of re gu lat ory pol ic y to be 
fol low ed by the  regu lat ory agen cie s In performing I ts  r e sp o n s ib il it ie s .

12. The pu bli c was represente d by Counsel for Ter rit or y of  Alaska.

13. Names of  GSA Counsel: John Regan and C. M. Gr aff .

14. Names of  Government witn es se s:  Uilb urh S. Jones, GSA; Gordon Uebnar, 
GSA, and Glen H. Bowersox, GSA.

15. No att orne ys  or w itn es se s were employed on a per  diem b asi s.

16. Excerpts from dec is io ns di sc us sing  GSA's evide nce and co nt en tio ns :
None
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ST 4TB 
REG.

T it le  of C ase : C « i o i U * u 4  Ya n and Sto ra ge  Co.

D oc ket  Num be r:  1786-l d

R eg ula to ry  A ge nc y:  The G eo rgia  P ublic S erv ic e  C o m m is si on

D at e of  As terv en tio n:  O ct ob er  2 5 , I96 0

B r ie f  R es um e of  C ase : G eo rgia  Publi c S erv ic e  C om m is sio n  is su ed  or der  
Sep te m ber  26 , I9 60, re quir in g c a r r ie r  to  sh ow  ca u se  wh y it s  c er ti fi c a te  
sh ou ld  ne t be  re voked  b eca u se  it  had co ntr act ed  with  GSA to  m ov e 
house hold  go ods at  l e s s  th an  ta r if f r a te s .

P o s it io n  of  GSA: C on tr ac t ra te s  a re  ne t su bje ct  to  Sta te  reg u la ti on .

Rul in g of  reg u la to ry  agen cy : A d v erse  ru lin g of C o m m is sio n . D ep ar tm en t 
of J u sti ce  has br ou gh t su it  to  ch a ll en g e .

Shvin gs to  G ov er nm en t:  $ -  -  -

G over nm en t' s in te r e st  was  m o re  tha n 30% of to ta l.

No t a p p li cab le .

No t ap p li cab le .

P ubli c rep rese n ta ti on : N one.

Nam e o f GSA C ounse l:  L . Id . Shinn

N am es  o f G ove rn m en t w it n e sse s :  G eo rg e D . K ru eg er , GSA

No  att orn ey s or  w it n e sse s  w ere  em plo yed  on  a per d ie m  b a s is .

K xce rp ts  fr om  d e c is io n s  d is c u ss in g  GSA 's ev id en ce  and cont en tiou s:
No d ec is io n .
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1.  T it le  e f  Case: " Iw  Treatment mf Amanlecnted f)apra«1 ~t1 ssr  . ____

2. Docket Number: 1148

3.  Regulatory Agency: C ali fo rn ia  Pu bl ic  U t i l i t i e s  Cornels sl o e

4.  Date o f In terv en tion : November 13 , 1958

5.  B ri ef  Resume o f  Case:  In ves ti gati on  an Commiss ion's own no tion  
con cerning proper  treatm ent for rate-making purpo ses  to  be accorded 
ac ce le ra te d de pr ec ia tion  allow ed under Peder al Income Tax Lave.

6. P osi ti on  o f  CSA: GSA favo rs  the  "f lowt hr ou gh " method o f ac co un tlj <  
for lnco os  ta xe a,  cha rging aa exp enses  on ly  tho ae taxaa actu all y  pa id  
la  the pe riod  under co ns id er at io n la  the  ra te -n ek la g pro ced ures.

7.  Ruling o f  Regul ato ry Agency: U t i l i t i e s  co nt en tion  for no rm al isa tio n 
overru led and p o sit io n  recommended by CSA and ot he rs  ado pted,

8.  Sav ings to Government and How Computed: $ -  -  -

9 . Government'a In te res t was not  more than 301 o f  to ta l.

10 . Government's Pr es en ta tion : Not applica ble .

11.  Q*A's pr ee en ta tion  did  concern mat ters  o f  re gu lato ry  poli cy  to  be 
fo llo wed  by the  regu latory  ag en cies  In per form ing I ts  re sp on si­
b i l i t i e s .

12 . The public was repr esen ted by s t a f f  end coun sel o f  C al ifor nia  PUC 
end re pre se nta tive  o f  St at e At tor ney General.

13 . Names o f  CSA Coun sel: P. W. Den nis ton  and C. W. B ull .

14.  Names o f  Government Witn esses: None.

15 . No at to rn ey s or w itne ss es  were employed on a per  diem b a sis .

16 . Excerpts  from dec is io ns d is cu ss in g GSA's ev iden ce  and co nt en tion s:  ■
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Title ef Om »'i M s tW *  Deficit Iaveetl<stloa
Docket Number: 5®29

Regulatory Agency: Ca lif or nia Public U t i li t ie s  Cansaisslcn

Date of  In terven tio n:  May 1?57

Br ie f Re suae of  Case: Southern P aci fi c Company pet it io ne d the  
Ca lifornia RJC for discon tinuance  of  ce rtai n passenger se rv io e.

Pos iti on  of  OSA: In support  of  p et it io n  to  avoid burden of  
passenger d e f ic it s  on fr ei gh t ra te s.

Ruling of  reg ulato ry  agency:  Ca lifornia RJC discon tinued sens 
se rv ices  and ordered oth ers consoli da ted .

Savings to  Governswnt: $ ——

Government's in te re st  vas  not  More than 30̂  of  to ta l.

Government's pr es en tatio n:  Mot ap pl icab le .

GSA's presentat ion  did  not  concern na tter s of reg ulato ry  pol icy 
to  be followed by the  reg ulato ry  agencie s in  performing i t s  
resp o n si b il it ie s.  •

Public represen tat ion : None

Names of  OSA Counsel : P. V. Denniston

Names of  Governswnt vl tz w ss es : A. P. Bukovsky, GSA.

Mo att orneys or vl tn es se s employed on per d ie s b asi s.

Kxserpts from de ci sion s di sc us sing  GSA's evid ence and conten tio ns :
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STATB
RATES

1. T it le  of  Cnee: Pac if ic  Telephone a Telegraph Co. (BAfil)

2. Docket Runber: Case No. 6950

3. Regulatory  Agency: Cal ifo rn ia  Pub lic U til it ie s  Constission

4.  Data of  Int erv ention: July 6, 1960

5. Br ief  Keawe of  Casa: Chargee for 112A key equ lpuent , e t c . ,  used at
Coup Beale , Ca lifor nia

6. Pos it ion of CSA: GBA all eg es  the charges to  be ex ce ss ive

7. Ruling of  reg ula tor y agency or court: Pending

8. Savings to  Goverunsnt: -  - -  -

9. Coverunent's In tere st  is  sere  than 301 of  to ta l.

10. Qovercment' a pr esen tatio n was U ni te d to le vel of  ra tes and charges
fo r pa rt icular  se rv ic es.

11. CBA's pr esen tatio n did not concern na tter s of  regu lat ory po lic y to  be
fol low ed by the regu lat ory agencies la  perforating  i t s  resp on si b il it ie s

12. The publi c was represented by s ta ff  of  regulatory  agency. The s ta ff
cr os s-ea mln ed  wite ne sses  but did not present a dir ec t ca se .

13. Banes of  GBA Counsel: Thouns J. O'Re illy

14. Banas of Ooverneent witn es se s and th ei r agency: Richard Qpbel, GBA

13. Bo att orn eys  or witn es se s were enployed on a per dle n baaIs .

16. Bxcerpts fron de cision s di sc us sing  GSA's evidence and conten tio ns: 
Pending
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1. T it le  o f Case: In the Hat ter o f Request of GSA to Require Virg inia  
E le ctr ic  Power Co. to Render E le ctr ic  Sfervlce to Voice o f America 
Transm itter Stat ion

2. Docket Nunber: E-2 2, Sub 46 (GSA Case No. 23-U)

3. Regulatory Agency: North Car olina U t il it ie s  Caeaelselon

4. Date o f In terv en tio n:  Formal Order o f the Commission - Ju ly 8,  1960

5. Brief  Resuase o f Case: Informal req ues t I n it ia ll y  made to  North Caro lina  
Pu bli c U t il it ie s  Coeaalsslon to  req uire company to make VEPCO rate 
Schedule No. 11 ava ilab le  to Governaaent. Con feren ces he ld  with U t il it ie s  
Commission and VEPCO on GSA'a posi tion  to the e ff e c t that  the  par ticu la r 
op erat ion should ba consi dered  In du str ial and the Government per mit ted
to take se rv ic e under Schedule 11.  VEPCO de cl in ed  such req ues t and 
sa id  tha t Schedule 10 to  oose eerc lal users shou ld apply . On July 8,  1960. 
U t il it ie s  Coamlss lon Issued  Its  Order for  In ve st ig ati on o f VEPCO ra te s 
as they pe rta ine d to  user s under Schedules 10 and 11.

6. Pos it io n o f GSA: Determ ination  by VEPCO o f who was an In du strial  con­
sumer was ar bi trar y and I ts  ac tion  la  exclu din g the Voles o f America 
a c ti v it y  from Sched ule 11 was di scrim inatory. GSA took the p osi tion  
that  a u t i l i t y  shou ld not exte nd the ben ef it  o f an es ta bli sh ed  ra te
to  some custoemrs o f a c la ss  and ye t deny to  othe rs  who belong In 
tha t c la ss .

7. Ruling o f re gu lat ory agency: The Coamlsslon*a ord er was dis misse d on 
October 13,  1960 , because VEPCO vol unta ri ly  fi le d  Schedule  No. 15, 
which becasM ap pl icab le  to Government op er at ions  and lar ga  consumers 
rega rd less o f fa t h e r  In du stria l or co meerc la l, ther eby  avoid ing  fur­
ther  contr oversy.

8. Savings  to Government: $160 ,000 an nu ally. The savin gs on the par ticu ­
la r Voice o f America op erati on  est imate d at  approximately $30,000  
an nu ally, tdiereas a to ta l of  $160,000 annually w il l be saved by the 
Government when tho se In st a ll a ti on s pr es en tly tak ing  under Schedule 10 
tran sfer  to Schedule  15.

9. Government's In te re st  was more than 301 o f to ta l.

10. Government's pr esen ta tio n was not di re ct ed  to  the  le ve l o f ra te s and 
cha rge s.

11. GSA'a pr es en ta tio n did not concern ma tters o f regu lat ory policy  to be 
fol low ed by the re gu lat ory ag en cie s In performing It s re sp o n s ib il it ie s .

12. The pu bl ic  was not  rep resented  by cou nse l o f regu lat ory age ncy , rep re­
se nta ti ves  o f St at e Atto rney General or sp ec ia l counsel employed to 
represe nt the pu bl ic  In te re st .

13 . games o f CSA Counsel: Morris Levlnaen .

1A. Barnes o f Onverument witn es se s:  A lv la  J . Garber, GSA

15.  No at to rn ey s or witn es ses mars employed en a per diem basi s.

16. Excerpts from dec is ions  di sc uss in g GSA's evidence and co nt en tio ns : Nona.
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1.  T it le  o f Case: Be ll Telephone Company o f Nevada

2. Docket Number: None ye t assig ned

3. Reg ulatory Agency: Nevada Pu bl ic Se rv ices  Commission

4. Date o f In terven tio n:  June 20,  1960

5. B ri ef  Resume o f  Case: Rates  and charg es for  key equipment systems 
In con nec tion with the SACK System of a ir  de fens e.  (Rela ted  to 
sim ila r cas e In Cal ifo rn ia)

6. Pos it io n o f GSA: GSA f il e d  a complaint a ll eg in g  that  the  ra te s 
and charges are ex ce ss iv e.

7. Ruling of Regulatory Agency: The Nevada Co eniss ion  de cl ined  to 
suspend the  ra te s and charges  but st at ed  they  would proce ss the 
com plaint.

8.  Savings to  Government: $ -  -  -

9. Government's In te re st  was sure than 307. o f to ta l.

10. Government's pr es en ta tio n:  No hearing.

11 . GSA's pr es en tatio n did  not  concern ma tter s of regu latory  pol ic y to  
be fol low ed by the  regu lat ory ag en cie s In performing It s re sp on si­
b i l i t i e s .

12. Public Repre sen tat ion : No hearing.

13. Names o f GSA Counse l: No heari ng.

14. Names of Government Witnesses : No he aring.

15. No at torn ey s or witn es ses were employed on a per diem basi s.

16. Excerpts from dec is io ns discu ss in g GSA's evi den ce and co nt en tio ns : 
No heari ng.
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1. T it le  of  Case: Public Service  of Colorado

2. D ocket um ber:  17 40 6

3. Regulatory  Agency: Colorado Pub lic Ut ility®* Consnission

4.  Date of  Inter ven tion: February 5, 1960

5. Br ief  Resume of  Case: Company fi le d  an ap pl icat ion with  the  Commission 
on September 25, 1959, praying that  the Consnission determine , for  rate 
making purposes , the reasonable valu e of  the Company's e le c tr ic  and gas 
pr op ertie s devoted to publi c use, and the gro ss revenues to which the 
Company would be en ti tl ed , and for such fur the r r e li e f , fin di ng s, and 
orders the  Commission may determine are Just  and proper. The Company 
contended they were en ti tl ed  to a rate of return of  6.7 51 , reg ardle ss
of  the theory of  ra te  base -  th is  could  re su lt  in an inc rease in revenues 
of  over $27,0 00,000 .

6. Po sit ion of  GSA: That a ra te of return of  5.4 31  ("c ost  of  ca pi ta l") w il l 
sa ti sf y  minimum requirements of a no n-c onfiscator y ra te  of  return or the 
flo or  or range of  fa ir  return and tha t i t  is  the  re sp onsi bil it y  of  the 
Commission to determine the fa ir  rate of return based upon a ll  the 
evidence  introduced by a ll  the part ie s.  That whatever rate of  return is  
found to be fa ir  and reasonable should be re lated to a rate base of  the  
type the Commission had found proper for  the Company in the  pa st . With 
res pect to the Company's depreciat ion  pra ct ic es , CSA proposed tha t the 
"flow through" pr in ci pl e be appli ed .

7. Ruling of  Regulatory Agency: The Commission re ject ed  the Company's con­
ten tio n that the reproduction co st  new le ss de pr ec iat ion  rate base of  
$37 2,206,8 83 be allowed with a rate of  return of 6.7 51 . The Consnission 
auth orized the Company to f i l e  new ta r if fs  which w il l produce the  rate 
of  return of  6.151 on a rate base of  $26 0,754,6 67 or a gro ss annual 
increase of  $4 ,38 9,1 39 .

8. Savings to Government: $118,905 - $406,360 per annum. Avoidance of  
in cr ea se . Authoriza tion of  the maximum increa se  requested  by the  Company 
would have increa sed  the Government's b i l l  by an estimated $445,960 
annually. The Incr ease author ized  by the Commission is  estimated  to  in ­
cre ase  the  Government's annual b il l by $39,600,  or a gro ss avoidance  in 
pos sibl e increa sed  co st to the  Government of  an estimat ed $406,360 per 
annum. Based on the Company's minimum propo sal , the  Government's annual 
b il l would have been increa sed  by $158,505 . The consequent gro ss avo id­
ance is  $118,90 5.

9. Government's in te re st  was not more than 301 of  to ta l.

10. Government's prese nta tion was di re cted  to le vel of  ra tes of  a ll  ship pers 
or us er s.  (General rata str uc ture)
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11 . .S A 's p r e s e n ta t io n  J i J  concern  m a tt e rs  o f  r e g u la to ry  p o li c y  to  ba
fo llow ed  by th e  r e g u la to ry  a g e n d a s  In  p erf o rm in g  I t s  r e s p o n s i b i l i t i e s .  
Tne Con ra laslon  had b e fo re  i t  th e  q u e s ti o n  o f how to  t r e a t  a c c e le ra te d  
a m o r ti z a ti o n  an d l i b e r a l i z e d  d e p re c ia t io n  under  th e  I n te rn a l  Revenue 
Code . GSA urg ed  th e  ad o p ti o n  o f  th e  f lo w -t h ro u g h  m et ho d.  T h ia  metho d 
was  adopte d  by th e  Con st ,is si on .

■12 . P u b li c  R e p re s e n ta ti o n : S t a f f  an d cou n se l o f  r e g u la to ry  ag en cy .

13 . Karnes o f  GSA C ounse l:  C la re n ce  J .  Koo ntz an d L er oy  T h u r te l l

14 . Names o f Go ve rnmen t w itn e s s e s :  James  K. M acin to sh , GSA; A lv in  J .  G a rb er,  
GSA, an d James E. G in te r , GSA.

15 . No a t to rn e y s  o r  w it n e s s e s  were em ploy ed  on  a p e r  diem  b a s i s .

16 . E x ce rp ts  fro m d e c is io n s  d is c u s s in g  GSA's  ev id en ce  an d c o n te n t io n s :

* * * I s s u e  was Jo in e d  p r in c ip a l ly  by th e  S t a f f  o f  th e  Co mm iss ion w it h  
a s s i s t a n c e  fro m th e  C olo ra do M unic ip al  Lea gu e and th e  G en er al  S e rv ic e s  
A d m in is tr a ti o n  o f  th e  U n it ed  S ta te s  o f  A m er ic a,  on  th e  v a l i d i t y  o f  any 
th e o ry  o f  r a t e  b ase  o th e r  th an  o r ig in a l  c o s t ,  on  p ro p e r ty  t h a t  was us ed  
o r  u s e fu l  u t i l i t y  p ro p e r ty , on w or ki ng  c a p i t a l ,  a c c e le r a te d  d e p r e c ia t io n ;  
th e  S t a f f  o f  th e  Con sn ission  an d th e  G enera l S e rv ic e s  A d m in is tr a ti o n  a ls o  
p re se n te d  e x p e r t te s ti m o n y  on th e  p r e s e n t  an d f u tu r e  c o s t  o f  mo ney, and 
th e  r a t e  o f  r e tu r n .  * * *

* * * The Co mm iss ion li k e w is e  ha d th e  a d v an ta g e  o f  h e a r in g  te s ti m o n y  
fro m James K. M acin to sh , an  em ploy ee  o f  th e  U n it ed  S ta te s  o f  A m er ic a,  
who use d  th e  same r a t i o s  o f  s e c u r i t i e s  an d c a p i t a l  s t r u c tu r e  th a t  
e x is te d  a t  th e  end o f  th e  t e s t  p e r io d , an d i t  was h i s  c o n c lu s io n  th a t  
th e  c o s t o f  th e  Common E qu it y  fo r  th e  Company was 8.58 %; th a t  th e  c o s t  
o f  P re fe r r e d  S to ck  an d d e b t was a p p ro x im a te ly  th e  same as t h a t  fo un d
by Mr. Kos h an d Mr. R e is , e x c lu s iv e  o f  Im be dd ed  c o s t ,  whi ch  r e s u l t e d  in  
a c o s t o f c a p i t a l  o f  5.43 % . The U n it ed  S ta te s  o f  A m er ic a,  ho wev er , 
d e c li n e d  to  re n d e r  an  o p in io n  on  re a s o n a b le  r a t e  o f  r e tu r n .  * * *

The G en er al  S e rv ic e s  A d m in is tr a ti o n  o f  th e  U n it ed  S ta te s  o f  Am er ic a to ok  
th e  p o s i t io n  t h a t  a r a t e  o f  r e tu rn  o f  5.4 3%  was  a minimum re a so n a b le  r a t e  
o f  r e tu r n .  * * *

E x ce rp ts  fro m Co mm iss ion D ec is io n  No. 54 36 7,  d a te d  May 27 , 19 60 , pp . 7,
8 , & 42
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1.  T it le  o f  Casa: Rates and Charges - App lic at io n of Co m m  Motor 
Ca rr iers  to  In cr ea se .

2. Docket  Member: 11943-T

3. Regulatory Agency: Ra ilroad Consoles Ion o f Texas

4.  Date o f  In terv en tion : January 18 , 1960

3. B ri ef  Resume o f Case: Coeaeon motor carr ie rs  op er at in g In Texaa 
f il e d  an applica tion for  a gene ra l In crea se  In the  Texas In tr a­
sta te  motor ra te s.

6. P osi ti on  o f GSA: GSA opposed the  In cr ea ses sou ght.

7. Ruling  o f  Regulatory Agency: The In cr ea se , In mod ifi ed  form, was 
granted  by the  Commission.

8.  Savin gs to  Government: $ -  -  -

9 . GovernaMnt's In te re st  was no t more than  301 o f  to ta l.

10 . Government's pr es en ta tion  was d ir ec te d  to  le v e l o f rate s o f  a l l  
sh ippe rs  or  use rs . (General ra t*  st ru ctu re).

11. GSA'a pre se nt at io n did  not concern mat ters  o f re gu la to ry  p o li cy  to 
be fo llo wed  by the  re gu lato ry  ag en ci es  In perform ing lt a  re sp onsi ­
b i l i t i e s .

12.  Pub lic  Re pr esentatio n:  None.

13.  Name o f  GSA Cou nsel : Claren ce J.  Koontz .

14 . Names o f  Government Witn esses: A le xis  P. Bukovsky, GSA; and 
Willia m J.  Cooper , GSA.

15 . No at to rn ey s or w itne ss es  were employed on a par diem b a sis .

16.  Excerpt* from dec is io ns d is cu ss in g CSA's ev iden ce  and co nt en tion s: Nona.
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1. T it le  of  Case: Texas ladmetrla l Tr af fic  League, at a l.

2. Docket Number: 11755-T

3. Regulatory Agency: Railroad Co miss ion  of  Texas

4. Date of  Inter venti on: January 18,  1960

5. Brie f Resume of  Case: The complaint was fi le d  by the  Texas Indu str ial  
Tra ffi c League and the  Da llas Chamber of  Commerce charging  that the  
Texas In tr as ta te  motor ca rr ier ra tes should be no high er than the  In ter­
st ate  motor rates  for the  Southwest Te rr ito ry . In ad di tio n,  the  ap pl i­
ca tio n of common motor ca rr ie rs  ope rat ing  In Texas for tha adop tion of  
Nat iona l Motor Fre ight C la ss if ic ation  A-4 and the  dis con tinuance of  
Nat iona l Motor Freight C la ss if ic ation  No. 15, was conside red .

6. Po sit ion of  GSA: GSA intervene d in  support of  the  complaint  and in 
support of  the ap pl icat ion for  the adoption of Nation al Motor Fre ight 
C la ss if ic ation  A-4.

7. Ruling of  regulatory  agency: The Commission denied the  complaint and 
approved adoption of Nat iona l Motor Freight C la ss if ic ati on  A-4.

8. Savings to Government: $ - - - -

9. Government's in te re st  was not more than 301 of  to ta l.

10. Government's pr esen tatio n was directed  to le vel of  ra tes  of  a ll  shippe rs 
or us er s. (General ra te str uctur e)

11. GSA's pr esen tatio n did not concern matter s of  regulatory  po lic y to be 
followed by the  reg ula tor y agencies in  performing i t s  resp on sib il it ie s.

12. Public repr esen tatio n:  None

13. Names of  GSA Counsel: Clarence  J. Koontz

14. Names of  Government witn esses: A lexi s P. Bukovsky, GSA, and William J.  
Cooper, GSA.

15. No att orneys or witn es ses were employed on a per diem basi s.

16. Excerpts from de ci sion s discus sin g GSA's eviden ce and conten tio ns:

* * * "Repr ese nta tives of  the General Se rv ice s Adm inis trat ion appeared 
at the  hear ing and stated  tha t they  int erv ened in  th is  case in  support 
of  complainants. The compla int plea s tha t in  no lnstan cs  should sc ale s 
of ra tes presc rib ed for  ap pl icat io n on Texas in tr as ta te  tr a ffi c  be 
high er than the  in te rst ate  sc ale s publishe d in Southwestern Motor Freight 
Bureau, In c. , T ar if f No. 301-C. In th al r preparation for th is  case they
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16 . Co ntinued

app roa ched th e m at te r aa a re duct io n  In Texaa ln tr a a ta te  r a te s  to  th e 
I n te r s ta te  l e v e l .  That Is  th e ir  p o s it io n  h ere , and th ey  supp or t th a t 
p o s it io n . They fu rth er  s ta te d  th at on th e m at te r o f  co nti nu in g  th e  
pre se nt In tr a s ta te  s c a le s  whe re lo w er , r e ta in in g  pre se n t minimum rate  
and mlnlnnan ch arg e,  and u si n g  sh or t l in e  d is ta n c e s  th ey  ta ke  no p o s it io n . 
As to  th e a lt e r n a ti n g  r a te s , I t  I s  th e ir  op in io n  th a t th e  c la s s  r a te s , 
ex ce pti on  ra ti n g s  and con sno dity r a te s  sh ou ld  a lt e r n a te . They in tr od uce d  
a number o f  e x h ib it s  d e p ic ti n g  a ctu a l sh ipmen ts made from th e ir  ware­
ho us es  lo ca te d  at Fo rt  Worth and San Ant on io  to  vario u s a ir  fo rce  base s 
and oth er Governmental agen c ie s thro ug ho ut  th e S ta te ;  vario u s d if fe r e n c e s  
in  in te r s ta te  and in tr a s ta te  c la s s  r a te s ;  st a te m ents  o f  th e gro wth  and 
ex pa ns io n o f  major So ut hw es te rn  mo tor  c a r r ie r s , whose  o p erati on s ar e 
p ri m ari ly  Texas  in tr a s ta te , du ring  per io d  1938 th ro ug h 1938 to geth er  
w ith th e ir  ex pan sion s in  em ploy ees and equip me nt; c e r ta in  c a r r ie r s  
oper ati n g  s t a t i s t i c s ,  e t c . A ls o  a c o s t  stud y fo r  tr a n sp o rti n g  c s r ta in  
fr e ig h t  weigh in g in  ex cess  o f  300 poun ds. This  data  i s  ba sed on an 
In te r s ta te  Commerce Consulsalon  st udy o f  th e c o s t  o f  op er ati on  o f  C la ss  
1 mo tor  c a r r ie r s  o f  ge ner al fr e ig h t  in  th e  So ut hw es t te r r ito r y  fo r  th e 
yea r 19 33 . I t  do es  no t r e la t e  to  Texas c a r r ie r  op era ti o n s o n ly , nor  
do es  i t  in cl u d e sh ipmen ts l e s s  th an  300 poun ds o f  wh ich  one moto r ca r­
r ie r  t e s t i f i e d  th e ir  1-da y stud y showe d 70X o f th e ir  sh ip m en ts  c o n s is te d ."  
****

Ex cerp t from Rai lr oa d Com miss ion o f  Te xas d e c is io n  o f  November 28 , 19 60 , 
pp . 3 and A.

71036 0 —6 1------77
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1.  T id e  o f  Case: New England Telephone and Telegraph  Company

2. Docket Number: F. C. 1622

3. Regulatory Agency: Maine Pu bl ic  U t i l i t i e s  Commission

4.  Date o f In terv en tion : January 11 , 1960

5. B ri ef  Resume o f  Case: Rates  and cha rge s fo r 112A key equipment used  
In SAGE System.

6. P osi tion  o f GSA: Rates and cha rges are ex ce ss iv e .

7.  Ruling  o f Regulatory Agency: Pending

8. Savin gs to  Government: $ -  -  -

9.  Government's In te re st  was more than 3 OX o f to ta l.

10.  Government's pr es en ta tion  was lim it ed  to le v e l or ra te s and cha rge s 
for part ic u la r se rv ic es .

11 . GSA's pr es en ta tion  did  not concern ma tte rs  o f  re gu lato ry  poli cy  to 
be fo llo wed  by the  re gu latory  ag en cies  In perform ing I ts  re sp on si ­
b i l i t i e s .

12 . Pu bl ic  Re prese nta tion: None

13. Names o f GSA Counsel: Fr an cis J.  McShalley.

14. Names o f Government W itn esses: Cec il C. Har ve ll,  USAF

13. No at to rn ey s or w itne ss es  were employed on a per  diem b a sis .

16.  Excerpts  from dec is io ns d is cu ss in g GSA's ev iden ce  and co nt en tion s:  Pend ing.



I N D E P E N D E N T O F FI C E S A P P R O P R I A TI O N S, 1 9 6 2 1 2 17

1 . T it l e  e f C M *i  c a r  T e l ^ b u i C o. of U r y ls O d

2.   H oi h s 4 M H ft a rt  3 6 2 5

3.   R e g ul at o r y A g e n c y:  M ar yl a n d P. S. C.

4.   D at e of  I n t e r v e n ti o n :  D e c o d e r 2, 1 9 3 9

3.   B ri e f R e s u e o f C a s e:  T h e P e o pl e s* C o u n s el o f t h e  St at e o f M d. f il e d
a p e ti ti o n  wi t h t h e C o ui s s i o n s e e ki n g r e d u ct i o n i n  t h e C o ^ a a y* s  i n tr a ­
st at e r a t e s a n d c h a r g e s .  T h e C o m p a n y f il e d  a p e ti ti o n  s e e ki n g a u t h o ri t y  
t o  f i l e  n e w r a t e  t a r i f f s  t h a t w o ul d i n c r e a s e t h e  r a t e s a n d c h ar g e s b y 
$ 1 3. 3  n il li o n .  T h e C c l s s l a n  J oi n e d  t h e p e ti ti o n s  a n d a p pli c at i o n f o r  
j o i n t h e ar i n g.   T h e C o n p a n y i n  it s  a p p li c at i o n  r e q u e s t e d a 7. 2 3 % r a t e  
o f r e t u r n  o n t h e pr e s e n t f a i r  v al u e r a t e  b a s e.  A s e ri e s o f h e ari n g s i n  
t h i s  n at t e r w er e h el d,  a n d t h e b ri e f of  t h e  A d mi n i s tr a t o r of  G S A w a s 
f il e d  O ct o b er 2 1, 1 9 6 0.

6.  P o si ti o n o f G S A:  G S A’ s i n t e r e s t i n  t h e pr o c e e di n g w a s c o n fi n e d t o  t h e  
e ff e c t t h e pr o p o s e d i n c r e a s e s  w o ul d h a v e o n t h e r a t e s a n d c h ar g e s p ai d  
b y t h e F e d e r al  G o v er n m e nt f o r c o s a c u ni c ati a n s e r v i c e.  G S A ur g e d t h at  
t h e c o a t o f c a p it a l c o n f ut e d b y t h e G S A wit n e s s at  3. 8 % a s t h e  mi ni —  
r a n g e o f a n o n c o nf i s c a t o r y  r a t e  o f r e t u r n .  A d v o c at e d t h at  i d uit e v er  
r a t e  o f r e t u r n  w a s e s t a bl i s h e d b y t h e C o ui s s i o n t h a t i t  b e a p pl i e d t o  
a n e t b o o k c o st r a t e  b a s e.

7 .  R u li n g o f r e g u l a t o r y  a g e n c y:  T h e C o u i s si o n  di s all o w e d  $ 1 3, 0 4 2 , 0 0 0 of  
t h e C o a q > a n y* s $ 1 3, 5 0 0 , 0 0 0  r e q u e s t e d  i n cr e a s e .

8.   S a vi n g s t o  G o v er n m e nt:  $ 4 5 6, 0 0 0 a v oi d a n c e o f i n cr e a s e .
B s tl u t e d  pr o p o s e d i n c r e a s e t o  G o v er n n e nt ( $ 4 7 2, 3 0 0  X % o f pr o p o s e d  
i n c r e a s e di s all o w e d b y C o ui s si o n ( $ 1 3 , 0 4 2 , 0 0 0  « $ 1 3, 5 0 0, 0 0 0) " $ 4 3 6 , 0 0 0.

9.   G o v er n m e nt’ s i n t e r e s t w a s n ot m or e t h a n  3 0 % o f t o t a l.

1 0.  G o v e r a u n t' s  pr e s e n t a ti o n u s  d ir e c t e d t o  l e v e l o f r a t e s o f a l l  s hi p p er s  
or u s er s.  ( G e n er al r a t e  s tr u c t u r e )

1 1 .  G S A’ s pr e s e n t a ti o n di d n ot c o n c er n u t t e r s  of  r e g u l a t o r y  p o li c y  t e  b a  
f o ll e u e d  b y t h e  r e g u l a t o r y  a g e n ci e s i n  p erf or mi n g it s  r e s p e u i b il i t i e s .

1 2.  P u bli c w as r e p r e s e nt e d b y:  Q n ui s si o n C o u n s el a n d B a lti m or e C it y  S o li c it o r

1 3.  N a u s  o f G S A C o u n s el:  Fr a n ci s J . M c S h all e y a n d D o n e g a n M a u .

1 4 .  N a u s  o f O o v e r n a n t wit n e s s e s:  J u s  X.  M a ci nt o s h, G S A.

1 3 .  N o at t o r n e y s or wit n e s s e s w er e e ^ jl o y e d o n a p er di e n b a si s.

1 6 .  R x c e r p t* fr o m  d e ci si o n s di s u u s s i n g G S A’ s e vi d e n c e a n d c o nt e n ti o n s :  N o u
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1. T it le  of Co m : Consolidated Edison Oasqnny of New fork

2. Docket lhmiber: 19757

3.  Regulatory  Agency: New York Public Ser vice Coomlsalon 

U. Date of  Intervent ion: August 17, 1959

5* Bri ef  Resume o f Case: Consolidated. Edison Company sought an Increase 
In rates  designed to produce shout $31 mi llion  In ad di tio na l revenue.

6. Pos iti on  of  OSA: In op po sit ion.  GSA offered evidence on co st  of capi­
ta l at  5«52%; It al so  of fere d evidence  on co st  o f se rv ic e.

7« Ruling of  regulat ory  agency: Pending 

8.  Savings to Government: - - - -

9« Government's In tere st  was not more than 30  ̂ of to ta l.

10. Government's prese nta tion was direct ed to le ve l o f ra tes  of a ll  shippers 
or users. (General rate str uctur e)

11. GSA's presenta tion did not  concern matters of reg ula tor y po licy  to
be followe d by the reg ula tory agencies In performing i t s  resp onsi b il it ie s

12. Publ ic Representation: 8 ta ff  and counsel of the  reg ula tor y agency.

13. Names of GSA Counsel: Clarence J.  Koontz

lb . Names of Government wi tne sse s: James K. Macintosh, GSA; Alvin J.  Garber, 
GSA.

15. No atto rneys or wi tness es were employed on a per diem basi s.

16. Excerpts from de cis ions  dis cussing  GSA's evidence and con tentions:
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T it le  etf C e e c  Pot om ac  E le c tr ic  h e i r  Co mpa ny

Doc ke t Num be rs : D .C .P U C  (3614); Md. PS C (56 12); Va . 8CC (142 73 )

R eg ul at or y Ag en cy : PU C of  D is tr ic t of  Co lumbia;  M aryla nd  PSC;  
and V ir gin ia  St at e Cor po ra tion  C om m is si on

Da te  of  In terv en tion : Feb ru ar y 12, 1959

B r ie f R es um e of  Cas e:  Th e P oto m ac E le c tr ic  Pow er  Co mpa ny  fi le d  
ap plica tion  w ith the D is tr ic t of  Col um bia , Marylan d and  Vir gi nia  
reg ula to ry  co m m is si o n s fo r m odif ic ati on  of  it s  ex is ti n g  te rm s and  
co nd it io ns  and  ra te  sc hed u le s fo r e le c tr ic  se r v ic e . Th e co m pa ny  re­
ques te d  th at  it  be  gr an te d In cr ea se d  re ven ues  to the ex te nt n e c e s sa r y  
to  res to re  the  co m pa ny  to  th e sa m e re la ti v e  pos it io n as that  in  whic h th e 
co m m is si o n s soug ht  to  p la ce  th e co m pa ny  as of  the  en d of  1954 . Th at  
i s , pro vi de th e co mpa ny  with a 5.8 5%  ra te  of  re tu rn  on i t s  195 8 year-e n d  
base .

P o si ti o n  ofGSA: GSA op po se d the req ues t.  GSA co nt en de d that  no  
em ergen cy  ex is te d  and th e co m pa ny  w as  not  en ti tl ed  to  an y ra te  r e li e f 
at  th at  t im e

Ru lin g of  re gula to ry  ag en cy : P ro p ose d  In crease s w ere  auth ori se d  by  
a ll  th re e ju r is d ic ti o n s,  (E. C. op in ion ad op tee by  Md . and  V a .)

Sav in gs  to  Gov ernm en t: $ - -  -

G ov er nm en t' s in te rest  w as no t m ore than 30% of  to ta l.

G ov er nm en t' s pre se nta ti on  w as d ir ec te d  to  le v e l or rate s of  a ll  sh ip per s 
or u se r s . (G en er al  ra te  st ructu re)

GSA 's pre se nta ti on  did no t co nce rn  m att ers of  reg u la to ry  poli cy  to  b e 
fo llo w ed  by  the reg u la to ry  agencie s in  per fo rm in g it s  r e sp o n s ib il it ie s . 

Th e pu bl ic  was  rep re se nte d  by  St af f and C ounse l (D .C . PU C)

N am es  of  GSA co un se l:  M al co lm  D.  M il le r , Do ne ga n Mann and An n G. 
Br an d.

Nam es  of  G over nm m t w it n ess es: Jam es K.  M ac in to sh , GAA.

Mo att orn ey s or  w it n e sse s  w er e em plo yed  on  a p e r  die m  b a s is .

E xcer pts  fr om  d e c is io n s  die en asi ng QAA's ev id en ce 'S lif t crwt sw Keest (Se n 
at ta ch ed  sh ee t)
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PU B LIC  U T IL IT IE S CO MM ISS ION O F T H E  DIS TRIC T O F COLU M BIA  
RE PO TOM AC E L E C T R IC  PO W ER  CO MPA NY

** * J a m e s  K. M ac in to sh , a  w it n e ss  fo r  th e  in te rv e n o r , G e n e ra l S e rv ic e s  A d m in is ­
tr a ti o n , te s t if ie d  th a t in  h is  op in io n  no  e m e rg e n c y  e x is ts  an d  th e  C om pany  is  no t 
e n ti tl e d  to  an y ra te  re li e f  a t t h i s  ti m e . He b a se d  h is  c o n c lu s io n  on  a  n u m b e r of  
f a c to r s ,  in clu d in g  th e  r e c o rd  of  g ro w th  in  e a rn e d  s u rp lu s  s in c e  1954 a s  a  r e s u l t  of  
e a rn in g s  re ta in e d  in  th e  b u s in e s s  a f te r  p ay m en t of  d iv id e n d s , th e  in c r e a s e s  in  th e  
d iv id en d  r a te  d u ri n g  th e  p e r io d , an d th e  in c re a s e  in  e a rn in g s  p e r  s h a r e .  He s ta te d  
th a t th e  C o m p an y ’s d e c is io n  to  r a i s e  i ts  to ta l  re q u ir e m e n ts  fo r  ne w c a p i ta l d u ri n g  
195 7 an d  195 8 by  is su in g  d e b t s e c u r i t ie s  an d p re fe r r e d - p to c k , r a th e r  th a n  by  ra is in g  
a p o r ti o n  of  sam e  by  is su in g  co m m o n  s to ck , w as th e  r e s u l t  of  th e C o m p a n y ’s ow n 
d is c r e t io n  an d th a t in  h is  op in io n  e a rn in g s  w e re  su ff ic ie n t t<̂  p e rm i t  th e  is s u a n c e  of  
a d d it io n a l co m m on s to ck  a t fa v o ra b le  t e r m s ,  had  th e  C om pany  so  e le c te d .

T h e  w it n e ss  c a ll e d  a tt e n ti o n  to  th e  b e n e f ic ia l e ff e c t on  e a rn in g s  -pf ra p id  d e p re c ia ti o n  
and  po in te d  out th a t r a p id  d e p re c ia ti o n  sh ou ld  be  co n ti n u ed  in  th e  . fu tu re  and  w ou ld  r e s u l t  
in  b e n e fi ts  a t an  even  h ig h e r  le v e l.  He  a ls o  d ir e c te d  a tt e n ti o n  to  th e  in v e s tm e n t in  
c o n s tr u c ti o n  w o rk  in  p r o g r e s s  in c lu d e d  in  th e  y e a r -e n d  r a te  b a se  fo r  th e  y e a r s  1955  
th ro u g h  19 58 , in c lu s iv e , and  s e t  fo r th  th e  re s u lt in g  r a te s  of  r e tu r n  th a t w ou ld  hav e 
b een  e a rn e d  if  c o n s tr u c ti o n  w o rk  in  p ro g r e s s  had  b e en  e x c lu d ed  fr o m  th e  r a te  b a s e .
On  c ro s s -e x a m in a ti o n , h o w e v er,  he  s ta te d  th a t he  had  m a d e  no  re c o m m e n d a ti o n  th a t 
c o n s tr u c ti o n  w o rk  in  p r o g r e s s  shou ld  be e x clu ded  f ro m  th e  r a te  b a se .

T h is  C o m m is s io n  h a s  in c lu d e d  c o n s tr u c ti o n  w o rk  in  p r o g r e s s  in  th e  ra te  b a se  in  
li e u  of  a c c ru in g  in te r e s t  d u ri n g  c o n s tr u c ti o n  in  e v e ry  ra te  p ro c e ed in g  in volv in g  th e  
C om pany  s in ce  1948 ancj a s  w il l be  s e t fo r th  m o re  fu ll y  h e r e a f te r ,  we b e li e v e  th a t 
it  is  in  th e  b e s t i n te r e s t s  of  bo th  th e  cust om s r s  an d th e  in v e s to rs  th a t c o n s tr u c ti o n  
w o rk  in  p ro g r e s s  be in c lu d e d  fo r p u rp o s e s  of th is  p ro c e e d in g . W e,  a c c o rd in g ly , 
r e je c t  M r.  M a c in to s h 's  re c o m m e n d a ti o n  th a t no  in c r e a s e  in  re v e n u es  is  ju s ti f ie d  
a t th e  p re s e n t ti m e  to  th e  e x te n t th a t su ch  re c o m m e n d a ti o n  is  b a se d  on  excl ud in g  
c o n s tr u c ti o n  w o rk  in  p r o g r e s s  fr o m  th e  r a te  b a s e .

W ith  r e s p e c t to  th e  o th e r  fa c to rs  c it e d  by  th is  w it n e s s , we  fe e l th a t he  h as  fa il e d  to  
g iv e  re a so n a b le  c o n s id e ra ti o n  to  g ro w th  in  e a rn in g s , d iv id e n d s , and  e a rn e d  s u rp lu s , 
w hic h  is  n o rm a l an d  e s s e n t ia l  fo r  any  p u b li c  u ti li ty  th a t is  to  m a in ta in  it s  f in a n c ia l 
s ta b il it y  and c o m p e te  s u c c e ss fu ll y  in  th e  m o n ey  m a r k e t  fo r  th e  re q u ir e d  am o u n ts  of  
c a p it a l fo r  a  ra p id ly  ex pan din g com pany  su ch  a s  P o to m a c  E le c tr ic  P o w e r C om pany . 
T h e re fo r e , w e c an n o t a g re e  w ith  h is x  c o n c lu sio n  th a t no  in c re a s e  in  r a te s  is  ju s ti f ie d  
a t th is  ti m e . * * *

* * * W ithou t s p e c if ic a ll y  o b je c ti n g  to  th e  in c lu s io n  of  c o n s tr u c ti o n  w o rk  in  p r o g r e s s  
in  th e  r a te  b a s e , M r.  M ac in to sh , w it n e ss  fo r  th e  in te rv e n o r  G e n e ra l S e rv ic e s  
A d m in is tr a ti o n , p re s e n te d  fi g u re s  to  sh ow  th e  e ff e c t of  exclu d in g  c o n s tr u c ti o n  w o rk  in  
p r o g r e s s  fr o m  th e  ra te  b a s e . In  e v e ry  r a te  p ro c e ed in g  by  th is  C o m m is s io n  s in c e  1948  
in v o lv in g  P o to m a c  E le c tr ic  P o w e r  C o .,  we h av e  in c lu d ed  c o n s tr u c ti o n  w o rk  in  p ro g r e s s  
in  th e  r a te  b a s e  in  li e u  of  a c c ru in g  i n te r e s t  d u ri n g  c o n s tr u c ti o n . * * *

P .U .  C . N o. 36 14 , C a s e  No . 4 64,  O rd e r  N d. 4525, d a te d  A p r.  10,  195 9 E x c e rp ts  f ro m  pp. 7 & 12
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1. T it le  of  Case: Public Service  Blect rl c & Gee Company

2.  D oc ket  Num ber: 10 64 6

3. Regulatory Agency: New Jeraey  Board of  Pub lic U ti li ty  Conmlsslonera

4. Date of  Inter vent ion : June 2, 1958 t

5. Brie f Keeume of  Case: The Company on Ap ril 18, 1958, fi le d  an ap pl icat ion 
aeeklng a 15X lncrea ae in  gaa ra tea.  The Company subsequently amended 
the  ap pl icat io n to inc lud e an lncrea ae in  e le c tr ic  ratea .

6. Po ait ion  of  GSA: GSA aponaored the  uae of  a "o rig inal coat" ra te baee 
and oppoaed ap pl icat ion of  the "trended or ig in al  coat" ra te baae proposed 
by the  Company. GSA oppoaed ap pl icat ion of  the propoeed "fue l ea ce le tloa  
cla use"; advocated esta blis hment  of  a ra te  baae computed on the  1959 
average; and requ ested  deduction  from the  rate baae of  the  acctmmleted 
reserved for future  Federal income taxea (" liber al is ed  de pr ec iatio n" ).
GSA intro duced "coat  of  ca pi ta l"  evid ence to aaala t the  Commiaalon In 
formulation of  a reaaonable and jua t ra te  of return .

7. Ruling of  reg ula tor y agency: The Commlaaion perm itted the  Company to in - 
creaae lt a  gaa and e le c tr ic  ratea in  the  aggregate by approximately  2.3% 
whereas the  Company had aought a revenue lncreaae of  10.5%.

8. Savlnga to Government: $171,500 annually . The Federal Government pro-  
curea gaa and e le c tr ic  aerv lce  coati ng  about $2,315,000 annually from 
the Company. Ap plicat ion  of  the  10-1/2% lncreaae aa requeated  by the  
Company, would have incre aaed  Government*a b ll la  by approximately  
$23 5,00 0. The revenue lnc rea ae allowed by the  Cotmalsslon w il l lncr eaae 
Government's b ll la  approximately $63 ,500 .

9. Government1 a in te re at  waa not more than 30% of  to ta l.

10. Government1! pr esen tatio n was dire cted  to le vel of  ra tes of  a ll  shlppera 
or us er s. (General ra te  str uc ture)

11. GSA'a pr ese ntation  did not concern matters of  regulatory  po lic y to be 
fol low ed by the reg ula tor y agencie s in performing lt a  resp on sib il it ie s.

12. Public Representation:  Coaanlsslon - Pub lic Counsel; 3 Counsel "In the 
publi c Interest"  by appointment of  Attorney General; Counsel rep resenting 
sundry New Jersey  towns, c lt le e , etc . (25 In ntmber).

13. Names of  GSA Counsel: Bugene T. Brennan, Donegan Mann, and Malcolm D. 
M iller .

14. Names of  Government witn es ses:  James K. Macintosh, CSA; James B. Gl ater , 
GSA, and William L. Ge tty , Navy.

15. No ettorm eys or witn es ses were employed on a per diem basis.

16. Kxcerpts from dec is ions  discussin g GSA's eviden ce and conte nt ion s:
(See Attached Shee ts ).
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P u b li c  S e r v ic e  E le c tr ic  h G as  Co.  -  N , J , Boa rd  of  Public U ti li ty  C o m m is s io n ers

•  •  •  Th e rec ord  co nt ain*  te st im on y  as to  the  e le m en ts  o f ra te  o f re tu rn  
p rese n te d  by th re e exper t w it n e s s e s , on e ea ch  on be ha lf  of  th e P e t it io n e r s , Ra te 
C ou nse l and  GSA . The  C om pa ny' s w it n ess  in th is  fi e ld  w as M r. M. J . R e is , V ic e 
P r e sid e n t of  R e is  h C handle r,  I n c .,  fi n an cia l an alys is and  in vest m ent a d v is o r s .
* * * .

C ap ital  St ru ct ur e R eis C le m en s M ac in to sh

Debt 3.8 % -  4 . 00% 3.9 6% 3.8 6%
P r e fe r re d  St oc k 4.4%  -  4 . 75% 4.42 % 4.41%
Com m on  St oc k Eq ui ty  
C oncl usi on as  to

9.5 % 8.86 % 8.42%

C ost  of  C ap ital 6.1%  -6 .2 %  5.81%
•

•  •  •  *

5.6 4%
•  * *

C ap ital  Str uct ur e ROM . C le m ens M ac in to sh

De bt 50% 54 .8%  -  55 .7% 54%
P r a fa r r e d  St oc k 11% 8. 2% -  8.3 % 8%
Com m on  St oc k Equ ity 39% 37.0%  -  36 .0% 38%

4 0 0 0
0 0 0 0 C ou n se l' s exper t was  Dr.  E . W. C le m e n s , P r o fe s so r of  E co n om ic s and

B u sin e ss  A dm in is tr ati on  in th e Dep ar tm en t of B u s in e ss  O rg anis ati on  at th e U niv ersi ty  
of  M ar yl an d.  GSA p rese n te d  as th eir  exper t in  th is  fi e ld  M r.  J . K.  M ac in to sh , 
D ir ec to r  o f th e P u b li c  U ti li ti e s  D iv is io n , T ra n sp ort ati on  and  P u b ll c  U ti li ti e s  S e r v ic e , 
G en er al  Serv iaas  A dm in is tr ati on . •  •  •  •  .

* » » <  M r. M aci nto sh  dev el oped  eq ui ty  c o st in  a m anner  s im il a r  to  th at  ed 
D r.  C le m ens in  tha t su ch  c o s ts  w ere  dev el oped  on the basi s of di vi de nd  y ie ld s sad  
pay-o ut ra ti o s . M r.  M ac in to sh  ad op ted a di vi de nd  y ie ld  of  6% and a pa y-o ut ra tio ad 
75%. To th is  he ap plied  an  ad ju st m en t of  Vk to r  " p ress u re" . Th e res u lt in g  c o s t  od 
eq ui ty  th us  dev elo ped  am ou nt ed  to  8. 42 % . •  •  0 •  .

•  •  •  •  M r.  M aci nto sh  st ate d  that; "In m y op in io n,  th e cap it a l c o sts  to  th e 
P u bli c  S erv ic e  E le c tr ic  and Gas  Co mpa ny  at th is  ti m e are  5. 84 % , and • • •  My cost
of  cap it a l co m pu ta tion  w il l sa ti s fy  th e m in im um  req u ir em en ts  of  a ---------- fl -- s to ry
ra te  of re tu rn . My ca lc u la ti on  rep resen ts  th e fl o o r  of a ra ng e of  fa ir  ra te  of  roOaxn 
s e e ." o o o o

Order dated Augwst 12, I96 0 -  N.  J.  Bo ard sd PUC
—» , /X <4 t  ’
> ■ t’.JvJ

ExseryCs  fro m pp. V,U h  U



INDEPENDENT OFFICES APPROPRIATIONS, 19 02 1223

P u bli c  S«rr lc «  E le c tr ic  h Gas  C o.  -  N.  J . B oa rd  of  P u bli c  U ti li ty  Cum rt > I» • iu n ert

•  •  •  •  F rom  ou r rev ie w  and  exa m in at io n of  th e ev id en ce  on th is  su bje ct we are  
e f th e op in ion th at  th e appro ach  fo llow ed  by  M r.  R e is  te nds to  o v ersta te  th e fa ir  ra te  
of  re tu rn , w hil e  th e te sti m o n y  of  O r.  C le m en s and  M r.  M aci nto sh  does no t fu lly  g iv e  
con si d era ti on  to  a ll  fa c to r s , e e e  e ,

0 0 0 •  GSA su bm it te d  da ta  on pa ge  78 of  it s  b r ie f w hi ch  in d ic a te s tha t the 1959 Y ea r- 
En d Rat e B aee  is  $987 , 14 4,  337 and  th e 1959 A vera ge Rate B ase  is  $ 9 3 9 ,4 5 7 ,5 9 2 .*  * •

s e e s  GSA a ls o  a ccep ts  in  su bst ance  th e P e ti ti o n e r 's  o r ig in a l c o st  and wou ld  
m ake a lo w er  a llow an ce  fo r w or ki ng  cap it a l.  T hey  wou ld  m ak e no a ll ow ance  fo r  
unam er ti aed  con versio n  c o s t s ,  gas pl an t acq u is it io n  ad ju st m en t and th e unam or tl se d  
aba ndeam eart lo s s  on th e Cam de n Cok e pl an t.  T he y wou ld  de du ct  pro per ty  he ld  fo r 
fu tu re  use  and in  addit io n, property  (incl ud in g tr a n s fo r m e r s , m e te r s  and s e r v ic e s )  
w hic h th ey  co nt en d are  no t p r e se n tl y  in  u se , a s w e ll  as  the r e s tr ic te d  su rp lu s ar is in g  
fr om  bo th  ta xes d efe rred  by am o rti sa ti o n  of  em ergen cy  fa c il it ie s  and  a c ce le r a te d  
d ep recia ti on . •  •  •  •  .

•  •  •  •  GSA  us ed  th e P e t it io n e r 's  actu a l 1959  in co m e sta te m en t and m ak es  an  
adju st m en t fo r ab an do nm en t of  Cam de n Co ke  pl an t.  GSA e li m in a te s  th e n o r m a li sa ­
ti on  ef th e ta x re duct io ns ava il a b le  fo r  li b e r a li se d  d ep recia ti on  a n d x cc e le  ra ted 
a m o rti sa ti o n , am o rti zes  ra te  c a se  e xp an se s over fi v e  y e a r s , e li m in a te s  charit ab le  
an d ed uca ti onal contr ib u ti ons,  and  c o n s id e rs  m erch an d is in g  and jo bb in g ne t co sf ct o 
be  a non -o perati ng exp en se. G SA 's  ca lc u la ti on  of  oper ating In co m e in it s  b r ie f 
sh ow s th e ne t e ff ect of  e lim in ati ng  th e e le c tr ic  fu el  adju st m en t r e c o v e r ie s  and the  
ne t e ff e c t of el im in ati ng th e $ 3 ,5 0 0 ,0 0 0  negoti ate d  gas in c r e a se . * * * ♦ .

S  ♦  «  »  la  su m m ar y fo rm , th e c a lc u la ti o n s  of  oper ating in co m e are  sh ow n be low :
■P et iti on er Rat e C ounse l GSA

A ct ual -  1959
N o rm a li sa ti o n
Cam de n Co ke

$ 58 ,9 2 R  23 9 
( 3 ,4 1 5 ,4 3 1 )

$ 5 8 ,9 2 8 ,2 3 9  
( 3 ,4 1 5 ,4 3 1 )

$ 58 , 92 8 ,2 3 9  
(S ee  Foo tn ot e  

3 ,4 7 2 ,4 2 6
Adj ust ed  O pe ra tin g In co m e 5 5 .5 1 2 ,8 0 7 5 5 ,5 1 2 ,8 0 7 6 2 ,4 0 0 ,6 6 5

Rat e C ase  E xpen se 5 6 ,7 5 6 5 6 ,7 5 6
C ontr ib utl eos 92 ,9 3 5 9 2 ,9  35
In co m e Tax  N orm ali zati on 5 ,9 5 7 ,4 0 6 6 ,8 7 0 ,7 8 9
U nb il le d R ev en ues 46 1 ,7 7 2
S tr a ig h t- li n e  D epre ci ati on ( 76 ,7 2 2 )
F ra n ch is e  T ax  and Tax  in  li eu

of  P erse sta l P ro p erty  Ta x 1 ,2 9 7 ,7 9 9
Raw M ate ria ls  Adj ust m en t 341 ,0 48
In su ra nce 299 ,4 37
M er ch an dis in g i> Jo bb ing 167 ,2 80
F u el  Adj ust m en t ( 7,  5 91 , 53 3)
N eg oti ate d  G as  In crea se 1 .0 1 2 ,4 7 5

T ota l A dju st m en ts
O pe ra ting Is  I — i e $ 5 5 ,5 1 2 ,8 0 7

8 .4 3 0 .4 2 1
$ * 3, 44 3,  2

"O rder  da U d Aug  Wei 12 . I9 H T -- K .J 7  Ho ar d of  PU C

$ t0 , 18 4,  -1 \ t r -
_______ » * 4 »

E x c e r p ts  fr o m  pp.  1$ , 14,  
1 5 , 1 « . 19
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P u b li c  S e r v ic e  E le c tr ic  fc Ga a C o. -  N .J .  B oard  o f P u b li c  U ti li ty  C o m m ln lo J M il

•  •  * *
V T h is  fi g u re  la  ah ow n on page 1,  R ate  C ou n eel E xh ib it  1 1 0 / T he c a lc u la ti o n  of  

op era ti n g  In com e on th e b aa la  o f boo k r ea e r v e  an d rem ain in g  li f e  d e p r e c ia ti o n  
la  ah ow n aa $ 6 0 , 019, 96 0 on  page 2 o f th e exh ib it .

2J T hia  fi g u re  ia  ah ow n on page 7S o f CS A b r ie f  aa  $ 6 0 ,9 2 7 ,6 6 0 .  It  ah ou ld  be
n ote d  th at  th e p r e a en ta tl o n  la  no t co m p a ra b le  w it h  th e ca lc u la tl o n a  o f op era ti n g  
In com e ah ow n above b eca u a e  It r e f le c ta  th e e li m in a ti o n  o f rev en u ea  fr o m  th e 
n eg o ti a te d  ga a In crea a e  an d fr o m  th e E le c tr ic  F u e l A dju atm ent C la u se .
s e e s

•  e *  e T he B oard  w il l a la o  adopt th e poa lt lo n  o f R ate  C o u n se l and GS A fo r  th e  
a m o r ti sa ti o n  of ra te  ca a e  ex o eb a ea  on  a f iv e -y e a r  b a a la .

O rd er  date d  A u gu st  12 , I9 60 -  N .J .  B d . of  PU C  E x c e r p ts  fr om  ^ 1 9
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1.  T it l e  o f C o m :  B a lti m o r e O as aa k d l l e c t r i c  C o a p a ny

2 .   D o c k et N u m b e r;  5 3 5 4

3.   R e g u l at or y A g e n c y:  M ar yl a n d P u bl i c  S e r vi c e  C o mi s s i o n

4. D ot e o f I n t e r v e n ti o n :  A p ri l 1, 1 9 5 8

5. B ri e f R e s u a e o f C o s e:  T h e u t i l i t y  r e q u e st e d s o i n c r e a s e i n  i t s  g a s  
a n d e l e c t r i c  r a t e s of  6. 5 5  a n d i n  i t s  st e a n  r a t e s o f 1 0 5.  T h i s w o ul d  
r e s u lt  i n  a n o v er —a l l  a n n a a l i n c r e a s e  i n  r e v e n u e s t o  t h e u t i l i t y  o f  
1 1 0 M il li o n .  T h e a n n u al e l e c t r i c  a n d g a s h i l l  o f t h e  G o v er n n e nt i n  
t h e B alt i n o r e  ar e a i s  i n  e x c e s s o f $ 2 n i l l i o a .   T h e i n c r e a s e w o ul d 
r e s u lt  i n  a d d it i o n a l c h ar g e s t o  t h e G o v er n m n t o f a b o ut $ 1 3 0 , 0 0 0 .

6.   P o si ti o n o f O S A:  G S A o p p o s e d t h e i n cr e a s e s.   G S A ur g e d t h a t t h e  c o st  
of  c a p it a l c a s q mt e d b y t h e G S A wit n e s s a t 5. 1 1  -  5. 2 0 5 b e a p pl i e d t o  
a r a t e  b a s e o f t h e  t y p e  t h e C o mi s si o n  h a d f o u n d pr o p er f o r t h e  
C o s p a n y i n  t h e p a s t.

7.   R u li n g o f r e g ul a t o r y  a g e n c y:  T h e C o m i s si o n  all o w e d  t h e c o a p a n y a r a t e  
o f r e t u r n  o f 6. 2 5 5 f o r e a c h o f it s  s e r v i c e s.  T hi s p e r a it t e d  t h e  n e w  
f il e d  r a t e s o f t h e  C o n p a n y, wit h  r e s p e c t t o  g a s a n d st e a n,  t o  g o i n t o  
e ff e c t a n d t h e n e w r a t e s f o r e l e c t r i c i t y  t o  g o p a r ti a ll y  i n t o  e f f e c t.  
T h e d e ci si o n  o f t h e  C o mi s si o n  w a s a p p e al e d b y P e o pl e * s C o u n s el a n d  
ot h er i n t e r v e n or s o f t h e  C ir c u it  C o u rt o f B alt i n o r e  C it y , w hi c h c o ur t  
s e t a si d e  t h e C o mi s si o n * s  or d er a s u nr e a s o n a bl e a n d u n l a wf ul wit h  
r e s p e c t t o  c e rt a i n  p h a s e s o f t h e  r a t e  b a s e.  T h i s r u li n g  of  t h e c o ur t  
w a s a p p e al e d b y t h e u t i l i t y  t o  t h e  C o u rt o f A p p e al s o f M ar yl a n d,  
w hi c h c o u rt r e v er s e d t h e  C ir c u it  C o urt 1 a n d r e i n s t a t e d  t h e or d er o f
t h e C o m i s si o n .

8.   S a vi n g s t o  G o v e r n n e nt;  $ 5 , 9 0 0 p er a n n u n.  T h e C o a p a n y w as gr a n t of 
t h e e n ti r e  a m o u nt r e q u e s t e d  f o r g a s a n d st e a n  a n d s li g h tl y  l e s s  t h a n  
9 0 5 o f t h e  a n o u nt r e q u e s t e d f o r e l e c t r i c .  G o v er n a e n t* s a n n u ali s e d  
S e p t e a b er - O c t o b er 1 9 5 8 e l e c tr i c  b i l l  w as o v er $ 9 0 0 , 0 0 0 .

9.  G o v e r n n e n t* s i n t e r e s t w a s n ot w or e t h a n  3 0 5 o f t o t a l.

1 0 .  G o v er n n e n t** pr e s e n t a ti o n w a s dir e c t e d t o  l e v e l o f r a t e s o f a l l  
s hi p p er s or u s er s.  ( G e n er al r a t e  s tr u c t u r e )

1 1 .  G S A* s pr e s e n t a ti o n di d n ot c o n c er n n at t e r s  o f r e g ul a t o r y  p o li c y  t o  b e  
f o ll o w e d  b y t h e  r e g ul a t o r y  a g e n c i e s i n  p er f or mi n g  i t s  r e s p o n s i b il it i e s .

1 2 .  T h e p u b li c  w as r e p r e s e nt e d  b y R e o pl e ’ s C o u n s el w h o r e pr e s e n t e d  a l l  
c o n s u m er s.  T e sti m o n y  o n " C o st o f C a p it a l, "  a s s u b n itt e d  b y G S A, w a s  
a d o pt e d b y P e o pl e* s C o u n s el a s i t s  a m .

1 3 . M asts o f O S A C o r n s el » D n ns g s n M us n a n d Cl a r e n c e J . L o o nts

1 4 .  N a me s o f G o v er n m e nt wi t n e s s e s:   J a m s  K. M a ci n t o s h, G S A

1 3 .  M o at t o r n e y s or wit n e s s e s w er e e m pl o y e d o n a p er di e m b a s i s .

1 6.  B x c er pt s fr o n d e ci s i o n s di s c u s si n g  G S A* s e vi d e n c e a n d c o nt e n ti o n s ;
( S e e att a c h e d s h e e t)
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n ai t l a b  r a u c  m n c i o o o as si o w 
u  b a l t t o  q as  a t o o .

T b s pri n ci p al wit n e s s i n o p p o siti o n 1 
t o c o m p a n y'* pr o p o s e d r at e s w a, l a m e,   '

K   M a ci nt o s h . Dir e ct or of t h e P u bli c 1 
U ti lit i e s Di vi si o n. Tr a n s p ort a ti o n a n d 1 

P u b li c  Ut ili ti e s  S er vi c e*,  (i e n er a l I  
S er vi c e s A d mi n i str ati o n, w h o s e offi c e I  

i s i n W a s hi n gt o n , D   C.  M r.  M a c ­

i nt o s h' s t e sti m o n y w a s c o nfi n e d t o t h at 

of  c o st  of  c a pit al  a n d  w a s  s u p pl e­

m e nt e d b y g o v er n m e nt E x hi b it N o  I.  

c o nt ai ni n g 2 6 s c h e d ul e s a n d e ntitl e d  

“ B alti m o r e G a s a n d El e ctri c C o m p a n y  

C a pit a l C o st s. "

M r  M a ci nt o s h t e stifi e d t h at i n hi s  

o pi ni o n t h e c o st t o t h e c o m p a n y of a  

n e w i s s u e of I xt n d * w o ul d h e i n t h e  

r a n g e of  3. 5 p er c e nt t o 3 7 5 p er c e nt 

li e  e sti m at e d t h e c o st of a n e w pr e ­

f err e d st o c k w o ul d I c  li et w e e n 4 p er 

c e nt a n d 4 1 p er c e nt  E q uit y c o st s a s  

i n di c at e d b y i n v e st or s h e e sti m at e d  t o 

h e " a b o ut 4 9  p er r e nt t o 5 2 p er c e nt "  

wi t h  a n all o w a n c e of b et w e e n 2 p er  

c e nt a n d 2 6  p er c e nt f o r c o q xir a t e  
c o st* of i s s u a n c e,  ll v  u s e of a 5 2  

p er c e nt di vi d e n d yi el d, a n all o w a n c e  

of 5 p er c e nt f or pr e s s ur e, a n d a s s u m­

i n g a 7 1 p er c e nt p a y- o ut r ati o, M r ( 
M a ci n t o s h  c o n cl u d e d  t h at  7 7 1  p er |  

r e nt w a s a f a ir e sti m at e of t h e c o m- [ 

p a n y' s c o st of e q uit y.  e  e  •  •  •

•  •  •  •  •  G o v er n-
1 m e nt' s wit n e s s M a ci nt o s h , b y u si n g t h e  
I hi st or i c al c o st of pr e frtr e d i s s u e s t o 

I t h e c o m p a n y a* a g ui d e, arri v e d at a 
I c o st of 4 I p er r e nt a s a c o st f or t hi s 

I st o c k  F o r t h e p ur p o s e of c o m p uti n g 

I pr e s e nt c o st o f pr ef err e d i s s u e s w e w ill  

a c c e pt t h e li g ur e a, > pr o xi m at el v at t h e  

l o w e st c o st i s s u e s ol d s o f ar t hi s y e ar.

S o u t h er n  C a lif o r n i a   E di s o n  C n m -  

| « n y' s i s s u e at a c o st of 4 7 7 p er r e nt, 

or 4 7 5 p er c e nt.

O n  t h e q u e sti o n of c o st of e q uit y  

c o m p a n y c o nt e n d s t h at pr e s e nt e q uit y  

c o st* w ill a p p r o xi m at e R p er c e nt, c o m ­

p ar e d t o  M r  M a ci n t o s h' s  fi g ur e of  

7 7 1 p er c e nt  B a s e d u p o n 1 9 5 7 s al e*  

of  c o m m o n  st or k  M r  M a ci nt o s h' s  

w o ul d b e n e ar t h e a v er a g e f o r t h e y e ar.  

I n  t h e  l a st p art  of  1 9 5 7 .  h o w e v e c, 

/ e q uit y c o st* r o s e I s  o v er R p et c e nt 

F or t h e p s sr p o s c of  d et er mi ni n g  pr e s e nt  

c o at s W « m u st fi n d t h at c o st of e q uit y  

wi H  b e  s o m e w h er e  n e ar  t h e  r e c e nt

T h i s wit n e s s, u si n g a c a pit al str u c­

t ur e,  li st e d  o n  a  9- y e ar  ( 1 9 4 9  t o 

1 9 5 7 , i n cl ) a v er a g e of 4 R 5 p er c e nt  

d e bt. I I  p er c e nt pr ef err e d st o c k  a n d  

4 0  5 p er c e nt e q uit y, t h e n d et er mi n e d  

a w ei g ht e d c o st of c a pit al t o h e 5. 1 1  

p e r c e nt.   T h e wit n e s s alt o  a nti ci p at e d  

t h e 1 9 6 3 c o st of c a pit al, aft e r t h e $ 2 7 0  

mil li o n pr o p o s e d e x p a n si o n pr o g r a m,  

t o h e  5. 2  p er c e nt.

M r. M a ci n t o s h al s o a gr e e d t h at i n ­

v e s t or* i n t h e c o m p a n y' s st o c k ar e d e­

p e n d e nt o n t h e pr e s e nt $ 1 R 0 di vi d e n d  

a n d " T h e y ar e b u yi n g it wit h t h e h o p e  

t h at  it  will li e i n cr e a s e d a n d t h at  it 

w o n’t b e r e d u c e d. ”  H e  al s o a gr e e d  

t h at  a  r e d u cti o n  i n  st o c k di vi d e n d s 

w o ul d a d d t o t h e c o m p a n y' s fi n a n ci n g  

pr o b l e m s

T h i s  wit n e s s f urt h er st at e d t h at a  

"l o n g- t er m p a y- o ut r ati o o f 7 1 p er c e nt  

w o ul d b e r e a s o n a bl e a nti w o ul d pr o vi d e  

s uffi ci e nt e ar ni n g s t o m ai n t ai n it s d i v i­

d e n d, if n ot a ct u all y i n cr e a s e it s di vi ­

d e n d. "   H e l at er sl at e d t h at h e li m ­
it e d hi * c o n si d er ati o n of t h e 7 1 p er 

c e nt p a y- o ut r ati o t o “ c o st of c a pit al  
a n d c o st of c a pit al n x / v. ”  It  e s c a p e s  

t h e c o m mi s si o n h o w a 7 1 p er c e nt p a y­

o ut r ati o c a n b e "r e a s o n a bl e " f or t h e  

p ur p o s e of d et e r mi ni n g c o st of c a pit al  

t o t h e c o m p a n y httt n ot "r e a s o n a bl e "  

w h e n  a p pli e d  t o  c o m p a n y' s  a ct u al  

fi n a n ci al p oli ci e s
•  •  •  •  •

•  •   •  •
M r  M a ci n t o s h pr e di ct s t h at c o m p a n y I  

will  l «e a bl e t o o bt ai n it s d e bt p orti o n I  

of t h e r e q uir e d $ 2 7 0  milli o n at a c o st |  

of 3 2 0 4 p er c e nt.  W e h o p e t h at t h e  I  

c o m p a n y m a y l x- t h at f ort u n at e b ut. i n  
li g h t of t h e e c o n o mi c c o n diti o n s of t h e  J 

p a st fi v e s c ar s, it w o ul d b e wi s hf ul  

t hi n ki n g f or t hi s c o m mi s si o n t o a nt i ci-  I 

p at e t b.it t h e c o st of d e bt will arr i v e   |  

at t h at l o w l e v el d uri n g t h e n e xt fi v e  

v a r s   h  a pji c ar s t h at  s o u n d j u d g ­

m e nt r e q uir e s u s t o a c c e pt a s c o st of  
d e bt a fi g ur e a p p r o xi m ati n g t h e c o st  

of t h e r e c e nt c o n ui a n v i s s u e, or 4 p er  
c e n t  •  •  •  •

b c a r p t a   f r a B  2 1* F I B  X  

F a g s  a ? 5 1i ,  2 5 5 ,  2 5 9 ,  A  2 6 0
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1. T it le  of  C ss e: W as hi ng to n Gas  L ig ht Co mp any

2. Doc ke t Nu mber: PU C No . 35 94 , F orm al Ca aa  No.  456 , O rd er  No . 44 68

3.  Reg ul at or y Age nc y:  D la tr ic t of  Col um bi a P ubli c U ti li ti e s C om m is si on

4 . Da te of  In terv en tio n:  Ja nu ar y 10 , 1958

5.  B r ie f Re au me of  Ca ae : A pplica tion  by  na tu ra l gaa co m pa n y se rv in g  In 
th ree Juri sd ic tions fo r au th or ity to  ln creaae  ra te a . Th e co mpa ny  re ques te d  
a 8 .8  pe r ce nt  ln cre aae In reven u es,  or  appro xim ate ly  $4  , 300 ,0 00  
an nu al ly  bef ore  ta xea , and  appro xim ate ly  $2  m il li o n  aft er  ta x e s .

6.  P o si ti o n  of  GSA: GSA op pos ed  th e In crea se . It o ff er ed  ev id en ce  that  
5.  51% la  the  co at  of  ca pit a l and  w il l sa ti s fy  the m in im um  req u ir em en ts  
of  a nonco nfi sc ato ry  ra te  of  re tu rn  or  the  fl oor or  ra ng e of  fa ir  re tu rn  
and  that  it  i s  the  resp on si b il it y  of  the  reg ula to ry  bo dy  to  dete rm in e the  
fa ir  ra te  o f re tu rn  ba ae d upon a ll  th e evid en ce  in tr od uc ed  by  a ll  the  
p a r ti e s . Th at  w hate ver  ra te  of  re tu rn  is  found fa ir  an d re aso nable  
sh ou ld  be  rel ate d  to  an avera ge y e a r ly  ne t in vest m ent ra te  base  
co n si st en t with  th e ty pe  the  C om m is sio n  had  fou nd pr op er  fo r th e Com ­
pany  in  the pa st .

7.  Rul in g of  R eg ula to ry  Ag en cy : Th e C om m is si on  found th at  th e ra te s and 
ch arges pro pose d by  the Co mpa ny  w ere  un just  and unre aso nable  and  w ere  
th erefo re  dis appro ved . Th e C o m m is sio n  d ir ecte d  the co m pa ny  to  desi gn  
rev is ed  ra te s th at  wo uld resu lt  In a re aso nable  d is tr ib ution  of th e ov era ll  
In crease  in g r o ss  re ven ues  to  th e cust om  r s in th ree se parate  Juris d ic ­
ti o n s , D is tr ic t  of  Col um bia , M ar yl an d, and  V ir g in ia . The  Co mpa ny  w as 
gra nte d 61.  36 per  ce nt of  th e req uest ed  in c r e a se .

8.  Savi ngs  to  Gov ernm en t: $30, 00 0.  Th e to ta l annu al gas b il l pa id  b y th e  
vario u s F ed era l A gencie s am ou nt s to  $ 8 8 0 ,0 0 0  and th e pro pose d In cr ease  
wo uld ha ve  resu lt ed  in  ln crea ss d  <h a rg es to  the G ov er nm en t of  abou t 
$77, 00 0 an nua lly . Th e ap pr ov ed  ra te s w il l in c re a se  th e Go vern ms nt' s 
an nu al  c o st by  abou t $47 , 00 0.

9.  G ov er nm en t' s in te re st w as  ne t m o rs  tha n 30% of  to ta l.

10.  G ov er nm en t' s prese nta ti on  was  d ir ec te d  to  le v e l of ra te s of  a ll  
sh ip per s or  u s e r s . (G en er al  ra te  st ru ctu re).

11 . GS A's p rese n ta ti on  did not  co nce rn  m a tt er s of  re gu la to ry  poli cy  to  be  
fo llow ed  by  th e re gu la to ry  a gen cie s in  per fo rm in g it s r esp o n s ib il it ie s .
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12.  I  he  p u b li c  w a s  r e p r e s e n t e d  by  s ta f f  c o u n s e l .  A p p e a r a n c e s  on  b e h a l f
o l th e  C o m m is s io n ,  th e  F e d e r a t i o n  o f C i t i z e n s  A s s o c ia t io n ,  th e  B r o o k la n d  
C i t i z e n s  A s s o c i a t i o n ,  th e  S h e p h e rd  P a r k  C i t i z e n s  A s s o c i a t i o n ,  th e  C a p i t a l  
H il l S o u th e a s t  C i t i z e n s  A s s o c i a t i o n ,  a n d  th e  A r l in g to n  C o u n ty  (V a . )
P u b l i c  U t i l i t i e s  C o m m is s io n .  R e p r e s e n t a t i v e s  o f th e  P u b l i c  S e r v ic e  
C o m m is s io n  o f M d . , a n d  th e  S ta te  C o r p o r a t i o n  C o m m is s io n  o f V ir g in i a  
a t t e n d e d  th e  h e a r in g s  a s  o b s e r v e r s .

13.  N a m e s  o f G SA  c o u n s e l:  D o n e g a n  M a n n  a n d  M a lc o lm  D . M i l l e r

14 . N a m e s  of G o v e rn m  e nt w i tn e s s e s :  J a m e s  K . M a c in to s h , G SA .

15 . N o a t t o r n e y s  o r  w i tn e s s e s  w e r e  e m p lo y e d  on  a  p e r  d ie m  b a s i s .

16 . E x c e r p t s  f r o m  d e c i s io n s  d i s c u s s i n g  G S A ’s  e v id e n c e  a n d  c o n te n t io n s :
(S ee  a t t a c h e d  s h e e t s .  )
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Baum or ooumu n uo  vraxm  ootasaxov
n  vasototob oas light oompaht

In a brief filed by General Service* ,
Ad minis tra tion, exception was taken 
to the ate  of the net investment a* 
at  June 30, 1957 , hereafter referred 
to at  the "end-of-period " rate base, 
rath er than the average investment 
dur ing  the 12-month test period ended 
Jnn *  30,  1957 . •  •  •  •

N A N Jame»K.  Macin tosh le» 
id bd un bahnM of General Services Ad 
mMaw at ioo a*  to the cost of capital 
but stated that he was not making a 
recommendation of what might con 
stitute a fa ir rate  of return, although 
he did state tha t his determination ol 

; cost of capital  would satisfy the mini - 
1 mum requirements of a nonconfisca­

tory rate of return or the "floo r’* of a 
fa ir rate of return. N •  N N

l» l  Reference has pres iuif-ly l«cen 
made to the fact that General Service* 
Adminis tra tion objected to the use of 
the net investment as of June 31’ 
1957 , rather than the average net in 
vestment for  the 12-month  pr riixl  
ended June 30. 1957. N N N N

•  •  •  •
Th e capitalization ratio * used by 

M r.  Macin tosh in h it  calculation* at 
the co»t of capital represent an aver­
age of the capitalization ratio * for the 
period 19 50 -195 6.  Th e record show*
that there has lieen a steady improve­
ment in the capitalization of the com­
pany during this period, whereby the 
combined ratio  for debt and preferred 
stock capital  has gradually  decreased 
with  a corresponding increase in the 
rat io for common equ ity capital, to a 
point where the ratios as of June 30. 
19.57. are fa irly representative of the 
capitalization ratios for the dis trib u­
tion gas industry  as a whole.  In  view  
of this fart, and the further fact that 
we know of no inten tion on the part 
of the company to reduce mater ially 
the common equity ratio  under any 
plan for  permanent future  financing, 
we reject  the capitalization ratios 
used by M r.  Macin tosh for purposes 
at  this proceeding. Since it is our 
opinion that the low common equity 
rat io is responsible in large measure 
for the cost of capital of 5.51 per cent, 
and without any recommendation from  
him  as to what extent this "bare- 
bones" cost of capital should be in ­
creased to arr ive  at a fair rate at  re­
turn. we conclude that this determina­
t io n  is useful as far as it goes but it 
is our  obligat ion to go further and 
determine a fair rate of return. •  •  I

r w  ...........................................
rr tferr vd Stock ....................

Ritennur
J(WK-r4 I K *

Koch 
3 « l *  
4 3 5 *

Mxctwoxh 
3 7 * »  *»*

N •  N N M r
Macintosh's determination of cost o f  

capital, or the floor of a fa ir rate of 
retu rn,  was 5.51 |>er cent. A ll  of these 
ileterminations  were based upon 
elaborate studies and analyses which 
will be discussed hereinafter. •  •  •

HCTRPTS FROM 2L PW  3d 

PAGES , t»26 , 147 , U33 , U3l», and

IM x

•  •  •
Ritennur 
Fshitut 2 
Pa<r  7

Kt»*h 
Fxhib tt 8 
F * e  24
50 U *

Mac intosh
Exhibit V 
P««v 22 

5 0 *
P w Sscto*  M ark  . . . . » *v •  M M

W to rm l . .  " s n i * " » S 5 * M *
C — "■ K*w <r  . . . ..  «  • * 41 4$ 34

T« sN  .................. 1*8 0 0 * M* a * * N » »
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1. T id e  of Case: Pac if ic  Telephone & Telegraph Co.

2. Docket Number: 39309

3. Regulatory Agency: Ca lifor nia P. U. C.

4. Date of  Interven tion: December 1957

5. Brie f Resume of  Caae: The company fi le d  ta r lf fa  with  the  Coeaiaalon 
seekin g Incr ease  in  annual revenue of  $40 ,800 ,000  computed on a rate 
of  retu rn of  6.9 11  on a ra te  base of  $1 ,31 6,7 40 ,00 0.

6. Po sition  of  GSA: GSA opposed the  inc rease proposed. GSA urged that 
the co st  of  ca pital  computed by the  GSA witne ss at 5.61% applied to a 
ra te  base of  the  type the  Commission had found proper for  the  Company 
in the  past  would meet the  minimian requirements of  a no n-c onflscator y 
ra te  of  retu rn.

7. Ruling of  reg ula tory agency: The Commission dis allow ed $13 ,300,000 
of  the  Company's request and reduced the proposed 6.91% ra te  of  
return to 6.75%. The Comolssion elim inated  $40 ,322,000 form the 
Company's proposed rate bas e.

8. Savin gs to Government: $141,936
Estimated annual Inc rease to Government on ra tes sought  was $443,568 - 
On ba sis approved-annual Inc rease estimat ed to be $301,632

9. Government's in te re st  was not more than 307. of  to ta l.

10. Government's presen tatio n was directe d to le vel of  ra te s of  a ll  ship pers 
or us er s. (General ra te str uctur e)

11.  GSA's presen tatio n did not concern matters  of reg ula tor y po licy  to be 
fol low ed by the reg ula tor y agencies in performing i t s  resp on sib il it ie s.

12. The public was represented by sta ff  of  regulatory  agen cy, and City  
Attorney or sp ec ia l cou nse l for 15 Cal ifo rn ia  C it ie s or Cou nties.

13. Names of  GSA Counsel: Donegan Mann, Clarence W. Hu ll, and Malcolm 
M iller .

14. Names of  Government witn es ses:  James K. Macintosh, GSA, and H. Trigg  
M iller , GSA.

15. No att orn eys  or witn esses were employed on a per diem be sl s
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16. Excer pts fro*  decis ion s discu ssi ng  CSA 's avldan ca and coo tan tIon a:

* * * Witnesses for other pa rties urged rata a of  retu rn ranging from 
5.61 per cant  to 6.35 par ce nt . To a cona Iderable  ex te nt , th ei r 
concl ualon a were pre dicated on market pri caa  of  common atock and ware 
derived by a aerlea o f ca lcul at io na  inv olv ing  ea rn lng e-p ric e rat ioa  
and div ide nd-pr ice  ra tio a and re la ting  yi el da  at  prica a at which the 
atock waa traded in the market to ar riv e at  eatlmated coata at  which 
ad ditio na l ae cu rlt iaa could  ba pla ced . By ao doi ng,  an ov er al l coat  
for addit ion al ae cu rlt iaa waa derive d which, acco rdin g to one witness 
would be au ff lc ie n t to allo w ap plica nt  "t o ral ae  a l l  of  i t s  ca pit al  
requirements and to maintain it a  fin an ci al  in te gr it y  for the for eae e- 
abl e fu tu re .

In viewing the testimony of a ll  of  the witn esse s on ra te  of retur n, wo 
aea two baa ic If m itat lo ne . App lic an t'a  wltneaaaa seem to aea ra ta  of  
return  only  aa i t  pe rta ins  to th ei r own p ro fi ts  as in ve st or a.  In othe r 
words, th ei r view is  lim ite d to one asp ect  of  the su bje ct . The witn esse s 
o f pro tes tan ta and in tara sta d pa rt ie s seem to sea rat a of  return only as 
i t  perta ins  to the needs of  the u t i l i t y  as measured by the past market. 
Their view is  als o lim ite d to one asp ect  of  the su bj ec t. A broader view 
is  needed. The in te re st s of  tha  telephone sub scri ber  must not ba ignored  
A bal anc ing  of  inv estor  and sub scr ibe r in te re st s must be obtained. *  * * 
Excerpt from 23 PUR 3d, Pages 222-23

71036 O—«l 78



1232 INDEPENDENT OFFICES APPROPRIATIONS, 19 62

1. T i t l e  o f Cas e:  Commonwealth E dis on  Company

2.  Do ck et  Number: 44 39 1,  44 55 1- 44 55 5

3 . R e g u la to ry  Age nc y:  I l l i n o i s  Commerce Co mm iss ion

4 . Dat e o f  I n te rv e n t io n :  O ct ober  15 , 1957

5 . B r ie f  Resume o f  Cas e:  A p p li c a ti o n  by com pany f o r  a u th o r i ty  to  in c r e a s e  
e l e c t r i c  r a t e s  ap p ro x im a te ly  7 .3  p e r  c e n t p e r annu m. On th e  b a s is  o f  
o p e ra t io n s  fo r  th e  t e s t  y e a r  en de d Ju ne  30 , 19 57 , th e  In c re a s e s  wo uld  
ap p ro x im ate  $ 2 6 ,4 3 4 ,0 0 0 . The in c r e a s e  wo uld r e s u l t  in  e s ti m a te d  a d d i­
t i o n a l  c h a rg e s  to  th e  Go ve rnmen t o f  ab o u t $2 00 ,0 00  p e r  annum.

6 . P o s i t io n  o f  GSA: GSA op po se d in c r e a s e s . GSA u rg ed  t h a t  th e  c o s t  o f 
c a p i t a l  co mpu ted by th e  GSA w it n e s s  a t  5 .2 5  p e r c e n t wo uld su p p o rt a 
c o n c lu s io n  by th e  Co mm iss ion  th a t  i t  sh ou ld  ad h ere  to  a r a t e  o f  r e tu rn  
p e rc e n ta g e  no h ig h e r  th an  th e  5 .8  p e r  c e n t r a t e  o f  r e tu r n  fo un d re a so n ­
a b le  in  th e  1954 p ro c e e d in g .

7.  R uli ng  o f  r e g u la to ry  ag en cy : The  Co mm iss ion  g ra n te d  to  th e  Company 
s u b s t a n t i a l l y  a l l  o f th e  in c r e a s e  so u g h t.  A r a t e  o f  r e tu rn  o f  5 .8 5  
p e r  c e n t bas ed  on a r a t e  b ase  o f $ 1 ,2 6 3 ,4 5 4 ,0 0 0  ( f a i r  v a lu e ) was 
a ll o w ed .

8.  S av in gs to  Go ve rn men t: $ -  -  -  -

9 . G over nm en t' s i n t e r e s t  was no t mo re th an  307. o f t o t a l .

10 . G over nm en t' s p r e s e n ta t io n  was d i r e c te d  to  l e v e l  o f  r a t e s  o f  a l l  sh ip p e rs  
o r  u s e r s . (G en er al  r a t e  s t r u c tu r e )

11 . GS A's  p r e s e n ta t io n  d id  n o t co n cern  m a tt e r s  o f  r e g u la to ry  p o li c y  to  be  
fo ll o w ed  by th e  r e g u la to ry  a g e n c ie s  in  p e rf o rm in g  i t s  r e s p o n s i b i l i t i e s .

12 . P u b li c  r e p r e s e n ta t io n :  The  C i t i e s  o f  C hi ca go , B a ta v ia , Gen ev a,  
N a p e rv i l le , Rock F a l l s ,  S t .  C h a r le s , N o rth la k e , P o n t ia c , Wauk ega n,
N ort h  C hi ca go, C ic e ro , E lm h u rs t,  J o l i e t ,  Be rwyn , an d C al um it  C it y  
e n te re d  a p p e a ra n c e s .

13 . Names o f  GSA C ounse l:  F.  J .  1- lcSh al ley,  R. L. P e n d e rg a a t,  an d M. D. 
M i l le r .

14 . Names o f  Go ve rnmen t w itn e s s e s :  James  R. M ac in to sh  -  GSA.

15 . No a t to r n e y s  o r  w it n e s s e s  wer e em ploy ed  on  a p e r  diem  b a s i s .

16 . E x ce rp ts  fro m d e c is io n s  d is c u s s in g  GSA 's ev id en ce  an d c o n te n t io n s :
Se e A tt ach ed  S h e e t.
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n  r am w ur n w itow  co.

Th e director ot the I'uU ic  Uti lit ie s 
Division  ot the General  Service* A d ­
ministration. James K. Macintosh , 
testified on behalf of tliat agency, sub­
mitt ing an opinion that a fa ir  and rea­
sonable rate of return  would he 5 J 
per cent.

M r.  Macin tosh applied the histor i­
cal cost of money, heretofore ex ­
perienced by the company, to the debt 
stru cture the company expects to have 
in 1961 .
. Justi fying  the reliance upon current 
^dividend yields, Ma cin tosh used 
cha rts designed to show a corre lat ion  
reel ween eam ings-price  rat ios  and 
(d iv iden d payouts baaed un average 
data for ihe period from 1949 to 1956. ' 
The company statis tician analyzed  the 
Macintosh  data for each individ ua l 
yea r and obtained some data for  the 
year 1957. When reviewed for the 
indiv idu al years, it appears tha t the 
signif icance of dividend payouts as de­
termina nts of market price declined 
steadily durin g the period and for the 
last four  years other factors have been 
controlling  common stock marke t 
prices. In  addit ion  to the direct tes­
tim ony of Mac intosh  the commission 
considered evidence relating to the c ur- 1 
rent  and future costs of debt on pre­
ferre d stock capital.  Ma cin tosh 's 
position appears to savor of the me­
chanical "dividend s plus inte rest" fo r­
mula which has been struck dow n by 
the supreme cou rt in Ill ino is Bell 
Teleph . Co. v. Ill inois Commerce  Com - f 
mission (1 9 5 3 ) 41 4 II I 275. 98  P U R  
N S 379.  I l l  N E 2d  329 . Reflecting 
the infirmitie s of their ow n witness is 
General  Service Ad ministra tio n's  brief 
conceding tha t a rate of return as high 
as 5 8 per cent would be reasonable. 
W e note tha t fie ne ra l Service  Adm in ­
istration did not atte mpt, in presenting 
ilata in this case, to concentrate upon 
proposals directly affe ctin g it or  agen- 
ciet  of the federal gov ernment as 
rustu me ri of the co m,any  but ean- 
rrn tra ted instead upon the subject of 
rate of rvtnm whirl , it  an ares  in 
which the nasnmiaainn itteM has p an ic -

cnm prtenr * and concern

E xp ert  toatiaa on y on  lbs asAf as t 4  
ra te  of  re tu rn  was subaaktnd  by  I M
witnesses for the company,
mented by other evidence, Bad a Wit­
ness for the General  Serv ia n fb dadn* „ 
istration. Th e comm mason ban aw*- 
fu lly  reviewed the studies of fblHF 
witnesses, their  test imony ii f  rim ps *.  
ceedings, both direct  and crons, and 
the exhib its they sponsored.

E x c e r p ta fr o m  2b  m  3d 

Pagan 22b  & 22 8
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1. T it le  of  C as e:  New  J e r s e y  B e ll  Tel ep hon e Co.

2. D oc ket  No . : 100 49

3.  R eg ula to ry  Age nc y:  Ne w J e r s e y  Boa rd  of  P ublic U ti li ty  C o m m is si o n ers

4 . Dat e of  In te rv en tion : Ju ne  195 7

5. B r ie f R es um e of  C as e:  A pplica tion by  th e Com pa ny  fo r au th or ity to  in crea se  
op er at in g re ven u es .

6. P osi ti on  of  GSA: GSA op pos ed  in c r e a s e s . GSA ur ge d th at  the cost of  ca p it a l 
co m pu ted by the GSA w it n ess  at 5. 6% be ap plied  to  a net  in ves tm en t ra te  
b ase  of  th e ty pe  th e C om m is si on  had fou nd pro per  fo r th e Co mpa ny  In th e 
pas t.

7 . Ru lin g of  re gu la to ry  ag en cy : Th e C om m is si on  reje cte d  Com pan y' s co nte n­
tion  that  it  wa e en ti tl ed  to  a 7% re tu rn  whe n re la te d  to  th e tr en ded  orig in a l 
co st ra te  b ase , whic h wo ul d ha ve  resu lt ed  in  th e Com pa ny  rece iv in g  ad di­
ti onal op er at in g re ve nue of  $ 34 , 190, 100. The  C o m m is si on  auth ori se d  th e 
Com pa ny  a ra te  of  re tu rn  in  the  ra ng e of  6% to  6.  37% wh en  re la te d  to
ne t ori g in a l co et ra te  b a se , whi ch  w il l re su lt  in  ad dit io nal  an nu al  re ve nue 
of  $ 27, 3 8 4 ,8 0 6 .

8. Savi ngs  to  G ov er nm en t:  $ 3 3 ,8 6 0 . D if fe ren ce  bet w ee n ap pr ov ed  ra te s and 
C om pan y' s pro pose d  ra te s.

9 . G over nm en t' s In te rest w as  not m ore than  30% of  to ta l.

10. G over nm en t' s pre se n ta ti on  w as  d ir ecte d  to  le v e l of  ra te s of  a ll  sh ip p er s 
or  u s e r s . (G en er al ra te  st ru ct ure )

11 . GSA 's p re se n ta ti on  did  not co nce rn  m a tt ers o f re gu la to ry  p o li cy  to  be  
fo llow ed  by  th e re gula to ry  a g en c ie s In per fo rm in g it s r e sp o n s ib il it ie s .

12 . Th e pu bl ic  w as rep re se n te d  by  S p ec ia l R eo p le s C ounse l ap po inted by  the 
A tt orn ey  G en er a l of  Ne w J e r s e y .

13.  N am es  of  GSA Cou ns el : E . T . Br en na n;  T . W. D en nis to n, T . F . R ow e,  J r .j  
and  M. M il le r .

14 . N am es  of  G ov er nm en t w it n e sse s :  Ja m es K.  M aci nto sh , GSA.

15. No  a tt orn ey s or  w it n e sse s  w ere  em plo ye d  on a per  die m  b a s is .

16. Ex cer pts  from decis ion s discu ssing  GSA's evidence and contentiooai
" » » » Br ief s or memoranda we re file d on behalf ef  the Company, 
the State, and the United States Government. •  •  •  •*
>< e e e Th e C om m is si on  d ec is io n  tr ea ts  the o v era ll  p re ee nta ti on  in a 
g en era l m an ner  and d oes  no t p a r ti cu la r is e  a s to  p osi ti on s ta ke n by  
ln te rv en o rs.  ’

E xcerp ts  fr om  22 PU R  3d, pa ge  169 .
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T it le  of  C ase : A ppli ca ti on  to  In crea se  R ate s an d C h a rg es,  Com m on  
C a rr ie r  M ot or  C a r r ie r

D ock et  Num be r:  10356-T

R eg ula to ry  A ge nc y:  R ail road  C o m m is s io n  of  T ex a s

Dat e of  In te rv en tion: A p ril  30 , 1957

B r ie f R esu m e of C ase : T exas m oto r c a r r ie r s  fi le d  app li cati on  w ith 
the R ail ro ad  C o m m is s io n  of  T ex a s req u est in g  p e r m is s io n  to  pu bli sh  
a 7% in c r e a se  in  in tr a sta te  r a te s .

P o sit io n  of  GSA: In opposi ti on  to  in c r e a s e .

Rul in g of  r eg u la to ry  agen cy : R ail road  C o m m is s io n  of  T ex a s  
auth ori se d  a 5% in c r e a s e  in  li eu  of  th e 7% req u e ste d .

Savin gs to  G over nm en t:  $4 , 285 (2 /7  of  in c r e a se  d is a ll o w ed )  
E st im a te d  th at  in c r e a se  wou ld  in c r e a se  G over nm ent c o s ts  a m in im um  
of  $ 1 5 ,0 0 0  per  an nu m .

G over nm ent' s In te r es t w as no t m o re  th an  30% of to ta l.

G over nm ent' s p r esen ta ti o n  w as d ir ec te d  to  le v e l of  r a te s  of  a ll  
sh ip p ers or  u s e r s . (G en era l ra te  s tr u c tu re)

GSA 's  p rese n ta ti o n  di d no t concer n  m a tte r s  of  r eg u la to ry  p o li cy  to  
be fo ll ow ed  by  th e regu la to ry  a g e n c ie s  in  p er fo rm in g  it s  
re  sp o n s ib il it le  s .

P ubli c rep rese n ta ti o n : N one.

N am es of  GSA  C ou nse l:  M alc o lm  D . M il le r

N am es of G over nm ent w it n e sse s :  W. V . Vau gh , GSA  and V .  M.  
D al to n,  GSA .

No  a tt o rn ey s or  w it n e s s e s  w ere  em p lo y ed  on  a p er  d ie m  b a s is .

E x cerp ts  fr om  d e c is io n s  d is c u ss in g  G SA 's  e v id en ce  and conte nti ons:  
N one.
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1. T it le  of Case: Con solidated Rdlson Oaŝ aay of New York

2. Docket Number: 18011 , 18012 , and 18013

3. Regulatory Agency: New York Pu b ll c  Se rvice  CommlasIon

4.  Date o f Inter vent ion : November 1956

5. Br ief  Resume o f Case: The Company fi le d  an ap pl icat io n with the 
Commission seekin g au thor ity  to eli minate the pr ac tice  and pro­
cedure o f conju nctional b il li n g  for  e le c tr ic , gas and steam se rv ic e.

6. Pos iti on  o f CSA: CSA opposed the proposed eli min at ion o f conjunc­
tion al  b il li n g  and urged that the pr ac tice  and procedure o f conjunc­
tion al  b il li n g  be continued.

7. Ruling of Regulatory Agency: The Co Mlss lon  ruled that customers 
as of May 31,  1959, who were at  tha t time en ti tl ed  to con jun ctiona l 
b il li n g  mould be continued. Conjunctional b il li n g  would not be 
av al le ble  to customers  added aft er  tha t data.

8. Savings to  Govenment: $82,700.  Xstlmated annual b il l without 
conju nctional b il li n g  of $1 ,02 1,2 10 , le s s  est imate d annual b il l 
with conju nctional b il li n g  o f $93 8,510,  or $82 ,700 .

9. Government's In te re st  was not more than 30X o f to ta l.

10. Government's pr esen tatio n was lim ited  to le vel o f ra te s and charges 
for pa rt icul ar  se rv ic es .

11.  GSA's pr esen ta tio n did not concern mat ters  o f reg ula tor y pol ic y to 
be followed by the  reg ula tor y agen cie s In performing It s re sp on si­
b i l i t ie s .

12. The pu bl ic was represe nted  by s ta ff  an d* staf f counsel  o f the  
regulatory  agency.

13. Names of  GSA Counsel: John began, Frederick W. Dennisto n,
Thomas A. Kennedy, and Clarence J. Koonta.

14.  Names of Government Witnesses : None

15. No at torn eys or wi tnesses were employed on a per diem bd sl s.

I t . Kxcerpts from de ci sion s di sc us sing  CSA's evid ence and conten tio ns : Berne.



INDEPENDENT OFFICES APPROPRIATIONS, 19 62 1237

STATE
CER T.

1. T it le  of  C ase : M er ch ant' s F ee t  M ate r L in es , Inc.

2.  Doc ke t Num be r:  20 24  -  O pe ra ting  A uth ori ty

3.  R eg ula to ry  Age nc y:  R ail ro ad C o m m is sio n  of  Tex aa

4 . Dat e of  In te rv en tion : Aug us t 20 , 195 9

5.  B r ie f R esu m e of  C ate : Th e M er ch ant' s F a st M otor  L in es,  In c.  req uest ed  
the R ail ro ad  C o m m is sio n  of T ex a s fo r an  or der  am en di ng  it s  co m m on  
c a r r ie r  m o to r  c a r r ie r  c e r t if ic a te  to  au th ori se  serv id e  to  th e T w in  Bu tte  
Da m S it e .

6.  P o s it io n  of  GSA: The  D ep art m en t of  In te rio r  by le tt e r  da te d Ju ly  29 ,
19 59 , req u est ed  GSA to  in te rven e  in  pr oc ee df ag  and su ppor t th e m oto r  
c a r r ie r  app li ca ti on . GSA off er ed  ev id en ce  as to  in fo rm ati on  and s ta t is ­
t ic a l da ta  conce rn in g th e s i s e  and  sc op e  of  t he  p roje ct.

7.  Rul in g of  R eg ula to ry  Age nc y:  The  C om m is sio n  by  order da te d Sep te m ber  3, 
19 59 , auth ori se d  th e  am en dm en t of  co m m on  c a r r ie r  c e r t if ic a te  a s 
p eti ti on ed .

8 . Savin gs to  Gov er nm en t:  $ -  -  -

9.  G ov er nm en t' s in te r e st  w a s m ore  than  30% of th e to ta l.

10 . G over nm en t' s pre se nta ti on: Not  app li ca b le .

11 . GSA 's  p rese n ta ti on  di d no t con cern  m a tt ers of reg u la to ry  p o li c y  to  b e  
fo ll ow ed  by  th e reg u la to ry  a g en c ie s  in  perfo rm in g  i t s  r e sp o n s ib il it ie s ,

12.  P u b li c  rep re se nta ti on: N on e.

13 . N am es of  GSA Cou ns el : C la ren ce  J . Koo nt s

14 . N am es  of G ove rn m en t W it n ess es:  G. A. Sam so n, D ep art m en t of th e 
In te r io r.

15 . No  att orn ey s or w it n e s s e s  w ere  em plo ye d on  a per d ie m  b a s is .

lb . E xcer pts  fr om  d e c is io n s  d is cu ss in g  GSA 's ev id en ce  an d co nt en tion s:  N on e.
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APPE NDIX  C

PR ESE NT CO STS OF  LIT IGATION  PR OG RA M - 
TR AN SP OR TA TION  fc PU BL IC  UT IL IT IE S SE RVIC E

A s p erso n n el a ss ig n ed  to  li ti g a ti o n  a ls o  wo rk  on  n eg oti a ti on s and ot he r 
m anagem en t a c t iv it ie s , it  has b ee n  n e c e s sa r y  to  p rorate  p erso n n el c o s ts  
on  the b a s is  of  e s ti m a te d  d iv is io n s  of  w ork . Tab le  1 se ts  fo rt h  th e bre ak­
down  of c o s ts  in cl udin g te c h n ic ia n s , a tt o r n e y s , s e r v ic e  d ir ec ti o n  and  ot he r 
s e r v ic e s  pai d fr om  the A d m in is tr a ti v e  O per ati ons fu nd .

Ta ble 1

TPU S L it ig ati on  C ost s

L it ig ati on  Other  Tot al

T ra ff ic  M an ag em en t
P rogram  a n a ly sis

$ $ 1 2 5 ,5 0 0
136,0 00

$ 1 2 5 ,5 0 0
136,0 00

T ra nsp ort ati on  o p erati on s:  
D ep art m en ta l 356 ,4 00 356 ,4 0 0
F ie ld 980 ,4 0 0 9 8 0 ,4 0 0

C om m unic at io ns D iv is io n 34 ,2 0 0 4 6 , 100 8 0 ,3 0 0
P ub li c U ti li ti e s  D iv is io n 4 7 ,2 0 0 34 , 300 8 1 ,5 0 0
R ep re se n ta ti on  D iv is io n 127 ,2 00 114 ,7 00 2 4 1 ,9 0 0

Su bt ot al 2 0 8 ,6 0 0 1 ,7 9 3 ,4 0 0 2 ,0 0 2 ,0 0 0

AO  Fund -  L ega l 142 ,0 00 11,8 00 153 ,8 00
Su bt ot al 350 ,6 0 0 1 ,8 0 5 ,2 0 0 2 ,1 5 5 ,8 0 0

S erv ic e  d ir ecti o n 14 ,7 00 126,4 00 14 1,  100
AO  Fund -  B ala n ce 2 4 ,9 0 0 2 1 4 ,2 0 0 2 3 9 , 100

To ta l 390 ,2 0 0 2 , 145,8 00 2 ,5 3 6 ,0 0 0

Tab le  2 sh ow s the br ea kd ow n of  tech n ic a l p e r so n n e l,  sh ow in g th e p ercen t­
ag e of ti m e sp en t in  e it h er  a w it n e ss  or  a s s is t in g  ca p a c it y .
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Tabla 3 shows figu re s fo r snploymnt and oo st s fo r  tran sp or tatio n and publi c 
u t i l i t i e s  func tio ns  fo r  1950 when 06A wee organised}  1957 wbea TPUB was 
org ani sed  aa a separata se rv ic e,  and es tl nate e fo r 1961 and 1962. The top 
po rt ion o f tb s Table r e f le c ts  data fo r  a c t iv it ie s  fin anced fro n tb s app rop riation 
"Operating exp enses , TPUS" in  ad di tio n to  relabursab le lten a and oc wa ra bl e 
a c t iv i t ie s  performed In other or ga ni sa tio ns  In pr ior ye ar s.  Because o f seve ra l 
changes la  budget str uc ture  and or ga ni sa tio ns  ove r th e 12 -ye ar pe rio d presented , 
th is  tr ea ta sn t Is  necessa ry  to  pr esen t a aean lngful  pi ct ur e o f  trends la  the  
le v e l o f these a c t iv i t ie s . This Table re fl ec ts  an incr ea se  In year-end asployn ant 
fr ee  75 la  1950 (CSA's f i r s t  ye ar) to  2*0 In 1957 end 271 In 1961,  an Incre ase  o f 
1 #  between 1957 end I9 6I.  In 1957, a c t iv it ie s  In connection with fo re ig n ai d 
proru r— ant  were financed se pa ra te ly  (inclu ded on the  th ir d li n e ))  th ese are 
fin anced dir ec t fro n "O pe ra tic  expenses , TPUB" In I961 and 1962. This Is  tbs 
aa jo r reason why to ta l aap loynea t Increases  nuch le e s  aharply  than th at  financ ed 
fron  "Operating sx psa ss s,  TPUS”.

With the  adjustxsaats di sc us se d to  th is  poin t,  obligations increa sed f i t s  
>*00,000 in  1950 to  11 ,579 ,00 0 la  1957 and $2 ,783 ,00 0 fo r 1961. The lo ve r 
po rt ion o f the  Table  In di ca te s ease o f the aa jor adju stments ac cessa ry  to  naka 
th es e fi gu re s so re  can parable. With the  ed ju et se at e no ted , TPUS ob liga tion s 
In crea sed  from >1, 168,0 00 in  1957 to  >1 ,6*7,000 es tlnate d fo r 196 1, or  about 
*1^. In th es e ed juatae nt s,  ao et ta ap t vae node to  r e f le c t  Increa ses la  the  
general pri ce  le v e l . In crea ses la  tr av el  all ow ancea , and finan ci al  poli cy  changes 
which have required TPU3 to  pay fo r ease goods and se rv ic es  pr ev ious ly  paid fo r 
els ew here.  i f  th es e fa ct ors  were ref le cte d , th e canpara ble incr ea se  fron  1957 
to  1961 would probably  be c lo se  to  the  1 #  Increase In esg>loyaent. In staesary, 
en a eo ^ar ab le  b a si s,  TPUB saplo yaeat has Increa sed by about 1 #  sinc e the end 
o f  1957,  end I t  appears th at  co st s have Increased by aa approximately eq uiva len t

Table  * In dica tes growth in  sons  o f the  tran sp or tatio n sad u t i l i t i e s  Items In 
ldilch TPUB Is  Involve d. I t  v l l l  be noted th at  th es e voltnsss  ar e Increasin g such 
■ore sharp ly,  eoswtlnes fo r  on ly 3 ye ar s,  than TPUS employment..

Table  5 deters co ns ul tant s eep loye d on a per 4 Is a basi s.  There are  als o  Inc luded 
thos e la stan ce s where f la t  sua co ntra cts have bean snd e with co ns ul ta nt s.
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GENERAL SERVICES AD MINISTR AT ION
'■ as hin gto n 25 , D.  C.

May 19, 1961

H on or ab le  W arr en  G. M ag nu so n 
C ha ir m an , In de pe nd en t O ff ic es  Subco m m it te e 
C om m it te e  on  A ppro p ri a ti ons
Uni ted S ta te s Se na te 
W as hi ng ton 25 , D,  C,

D ear M r.  C hair m an :

By  m y le t te r  of  May 2,  1961,  I fo rw ard ed  th e m a te r ia l re q u e s te d  by  you r 
le t te r  of  M ar ch  24 , 1961 , fo r th e  pu rp o se  of  com m it te e  st udy of  t he  fu nc - 
ti on  of  GSA- re la ti n g  to  re g u la to ry  p ro ceed in g s .

Th e re a p p ra is a l of  th e fu nc tion  su ggest ed  by  th e co m m it te e  in  it s  r e p o r t 
(No. 1611 ) on th e In de pe nd en t O ff ic es  A p p ro p ri a ti o n s , 1961 , has been  
com ple te d . In ad dit io n to  th e  m a te r ia l a sse m b le d  fo r your c o m m it te e , it  
in c lu des a h is to ry , a co py  of  which  is  en c lo sed , an d a g e n e ra l re v ie w  of  
th e fu ncti on . As a re s u lt  of  o u r re a p p ra is a l , our g e n e ra l po li cy  with  
re s p e c t to  p a rt ic ip a ti o n  in  re g u la to ry  p ro ceed in g s is  a s  fo ll ow s.

Sec tion  20 1(a) (4 ) of th e F e d e ra l P ro p e r ty  an d A d m in is tr a ti v e  S e rv ic e s  Act  
of  1949 , as am en ded (40 U .S .C . ,4 31 ) p la c e s  a s ta tu to ry  dut y on the 
A d m in is tr a to r of  G enera l S e rv ic e s  to  r e p re s e n t execu ti ve a g en c ie s  "i n 
p ro ceed in gs in vo lv in g c a r r i e r s  o r o th e r pu blic u ti li ti e s  b e fo re  F e d e ra l 
an d Sta te  re g u la to ry  b o d ie s , " Th e st a tu te  a u th o ri z e s  th e A d m in is tr a to r 
to  e n te r su ch  p ro ceed in gs "to th e ex te n t th a t he  d e te rm in e s  th a t so  do ing 
is  ad van ta geous to  th e G over nm en t in  te rm s  of  ec onom y, e ff ic ie n cy , o r 
s e rv ic e , an d with  due  re g a rd  to  th e p ro g ra m  a c ti v it ie s  of th e  agenc ie s 
c o n c e rn e d ."

P r io r  to  p a rt ic ip a ti o n  in  o r in s ti tu ti o n  of  su ch  re g u la to ry  p ro ceed in g s 
d e te rm in a ti o n  w ill  be  m ad e on th e b a s is  of  fa c ts  th en  av a il ab le  th a t su ch  
re p re se n ta ti o n  of  th e  G over nm en t w il l te nd to  p ro duce  ra te  o r se rv ic e  
benefi ts  of  a su b s ta n ti a l c h a ra c te r  to  ex ecu ti ve agencie s m ak in g u se  of , 
o r ha vi ng  nee d fo r , th e tr a n sp o r ta ti o n  o r u ti li ty  s e rv ic e s  in volv ed . De­
te rm in a ti o n  of th e G o vern m en t' s in te re s t w il l be  base d  upon  (a ) to nn ag e 
as a sh ip p e r o r vo lu m e as  a u se r  of  u ti li ty  s e rv ic e s , ac tu a l o r p o te n ti a l;
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Ho norable  Wa rren G. Ma gnuso n

(b) do llar  im pa ct  on ag en cy  pro gr am s;  (c)  pr ec ed en t- m ak in g ch ar ac te r 
of  the is su es; and (d) othe r cr it e r ia  suc h as  might  be  ap pl ied by  sh ip pe rs  
or  co nsu m er s ge ner al ly  in de cidi ng  wh eth er to  par ti ci pat e in re gu la to ry  
pro ce ed in gs .

In it s pre se nta tion s to  re gula to ry  age nci es  GSA w il l em phasi ze , to  the  
ex tent  re le va nt  and m ate ria l,  the  Gov er nm en t's  par ti cu la r se rv ic e  ne ed s 
and u ses , and the vo lume of  ex pe nd itur es  by  the Gov er nm en t und er the  
ra te s and ch ar ge s in vo lv ed  in the  pro ce ed in gs,  GSA doe s not co nsi der  
tha t it s par ticipa tion  as  au th or ized  by the statut e quote d above is  lim it ed  
to  the is su e  of  dis cr im in at io n  ag ains t the Go ve rn men t in the  na rr ow  
me aning  of that te rm  as  us ed  in the  re gu la to ry  st a tu te s.  It w il l th er e­
fo re , to the  ex tent  pe rm it te d by  lim itations of  fa c il it ie s  and st aff , p res en t 
ev id en ce  and le gal ar gu m en ts  on al l is su e s  in pro ce ed in gs in wh ich  it  
part ic ip at es .

In c a se s  invo lv ing au th or ity  to engage  in new  oper at io ns,  in te rv en tio n 
w ill  be  ba se d upon  a de term in at io n tha t pre se nt se r v ic e s  ar e ina dequ ate  
to  m ee t the  Gov er nm en t's  ne ed  and w ill  be  lim it ed  to sup porting  the ne ed  
for  se rv ic e .

Sin ce re ly  yo ur s

(Si gned) JOHN L.  MOORE 
A dm in is tr at or

Enc losu re

OSA-WASH DC 61 -127 70
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HIS TORY OF
SECT ION 201(a )(4 ) OF THE 

FE D ERA L PR OPE RTY  AND AD MIN IST RA TIVE
SE RV IC ES  ACT OF  1949,  AS AM EN DE D

wrrH ~R EG ARD  TO  GSA REP RESE NTATIO N
B EFO R E RE GU LA TO RY  AG EN CIES

F e b ru a ry  1961
Sec tion  201(a)(4) of th e F e d e ra l P ro p e r ty  an d A dm in is tr a ti v e  

S e rv ic es  Act of  1949 , as  am en de d,  p ro v id es :

"T he A d m in is tr a to r sh a ll , in re s p e c t of execu ti ve ag en c ie s,  
an d to  th e ex te nt th a t he  d e te rm in e s  th a t so  do ing is  ad van ta geo us 
to  th e G overn m ent in te rm s  of ec on om y,  e ff ic ie ncy , o r se rv ic e , 
an d w ith  due re g a rd  to  th e  p ro g ra m  a c ti v it ie s  c o n ce rn ed  - -

* * *

"(4 ) w ith  re s p e c t to  tr a n sp o r ta ti o n  an d o th e r publi c u ti li ty  s e rv ic e s  
fo r th e  u se  of  execu ti ve  a g en c ie s , re p re s e n t su ch agen c ie s in . . . 
p ro ceed in g s in vo lv ing c a r r i e r s  o r o th e r publ ic  u ti li ti e s  befo re  F e d e ra l
an d Sta te  re g u la to ry  bod ie s . . . "

T h is  stud y is  to  de vel op th e  h is to ry  of  th e re p re se n ta ti o n  p ro v is io n  
a s  it re la te s  to  re g u la to ry  p ro ceed in g s . T hro ugh  m uch  of  th e h is to ry , 
how ever,  it  is  d is c u sse d  in a g e n e ra l m anner in co nju nct io n  with  th e 
spec if ie d  negoti a ti on  au th o ri ty  o r , in so m e in s ta n c e s , in co nj unc tion w ith  
p ro c u re m e n t g e n e ra ll y . W h ere v er p o ss ib le , how ever,  th e re g u la to ry  \ 
ag en cy  a sp ec t is  se p a ra te ly  st a te d .

PR IO R TO  FI RST  HOOVER COM MISSION

E xec uti ve O rd er 6166.1/  da te d  Ju ne 10, 1933 is su e d  under th e R e o rg a n i­
za ti on  A ct  of M ar ch  3, 1933 , e s ta b li sh e d  a P ro c u re m e n t D iv is io n  in th e 
T re a s u ry  D epart m en t.  T he  du ti e s w ere  sp ec if ie d  in g e n e ra l te rm s  as  
in cl ud in g "p ro c u re m e n t,  w are housi ng , o r d is tr ib u ti o n ."  O rg an iz a ti on  
o rd e r s  is su ed  p u rs u an t to  th e E xec utive O rd e r an d appro ved  by  th e 
P re s id e n t,  A pri l 12, 1935 , e s ta b li sh e d  " tr a ff ic  a c ti v it ie s "  which  in cl uded  
th e  fo llow in g fu nc tion :

17  The  O rd e r is  se t ou t in fu ll  in C um ula tive Supp le m en t,  T it le  5, U .S . 
Co de  A nn ot at ed , at  pag e 68.

710 36 0 —61----- 79
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"2 0 . 3 T h e  A s s is ta n t  D i r e c to r  w il l p r e p a r e  and  f i le  
w it h  th e  I n te r s ta te  C o m m e rc e  C o m m is s io n ,
S ta te  c o m m is s io n s , o r  p u b li c  s e rv ic e  b o a rd s , 
f o rm a l  o r  in fo rm a l c o m p la in ts  a ff ec ti n g  th e  
t r a n s p o r ta t io n  of  G o v e rn m e n t p r o p e r ty  w hen  
su ch  a c ti o n  is  n e c e s s a r y .  " 2 /

A P u b li c  U t i li t ie s  D iv is io n  w as c r e a te d  on  Ju ly  2, 19 44 V. A c c o rd in g ly , 
p u r s u a n t  to  E x ec u ti v e  O rd e r  i s s u e d  u n d e r  th e  s ta tu te  in  19 33, th e  fu n c ­
ti o n  of r e p re s e n ta t io n  b e fo re  r e g u la to r y  b o d ie s , a t l e a s t  to  th e  e x te n t 
of th e  f il in g  of  c o m p la in ts , h a s  e x is te d  in  th e  t r a n s p o r ta t io n  f ie ld  s in c e  
19 35 .

T he P u b li c  U ti li ti e s  D iv is io n  a c t iv e ly  p a r t ic ip a te d  in  a  n u m b e r  of  r e g u ­
la to ry  p ro c e e d in g s  p r io r  to  Ju ly  1, 1949 , w he n th e  GS A A c t w as e n a c te d . 
T he  is s u e s  c o v e re d  in c lu d ed  r a te  of  r e tu r n ,  r a te  b a s e , c a s h  w o rk in g  
c a p it a l r e q u ir e m e n ts ,  and  r a t e s .  T h e  p ro c e e d in g s  d e a lt  p r im a r i ly  
w it h  th e  r e a s o n a b le a e s s  of  r a t e s .

41 C . F .R .  2 0 .3  (O rig in a l 19 39  E d it io n ).
3_/ A s th is  is  w r it te n , no  r e c o r d  h a s  b e en  fo und of p u b li s h e d  o r d e r s

c r e a ti n g  th is  D iv is io n . T h e  s o u rc e  of  th e  d a te  is  an  a r t i c l e  w r i t te n  by 
th e  o r ig in a l  D i r e c to r  of  th e  D iv is io n  "U n cle  S a m -B ig g e s t U ti li ty  

" .’ C u s to m e r ,"  P u b li c  U t i li t ie s  F o r tn ig h tl y , Ju ly  21 , 19 55 . M o re o v e r , 
a  r e v is io n  of th e  C ode of F e d e r a l  R e g u la ti o n  i s s u e d  J a n u a ry  1, 19 47 , 
in c lu d e d  p u b li c  u ti li ty  s e r v ic e s  e x p r e s s ly  w it h in  th e  t e r m  " s u p p li e s , 
m a te r i a l s ,  e q u ip m e n t  an d s e r v i c e s . " (41 C . F .R .  5 .1 (a ) , 1946  S u pp .)

4 / U. S.  v.  B& O R .R . Co.
C & P T e le p h o n e  Co.  of M d.  
N ew  J e r s e y  T e le p h o n e  Co.  
I ll in o is  B e ll  T e le p h o n e  Co.  
W e s te rn  U ni on  T e le g ra p h  Co.  
P a c if ic  T e le p h o n e  & T e l . Cd.  
P o to m ac  E le c . P o w e r  Co.  
P a c if ic  G as & E le c . Co .
N ew  J e r s e y  T e le p h o n e  Co.  
C o n so li d a te d  E d is o n  Co .

P a c if ic  T e l.  & T e l.  C o .
C.  & P . T e l.  Co.
Ne w Y ork  T e l.  Co.  
W ash in g to n  G as L ig h t Co.

211 I. C. C.  20 8( 19 35 ) 
70 PU R (N S) 97 (1 94 7)
72  PU R (N S)3 7( 19 47 ) 
(U n re p o rt e d ) (194 7)
70 PU R(N S)  168 (1 94 7)  
75 PU R(N S)  379 (194 8)  
72 PU R(N S)  11 (1 94 8)  
84  PU R(N S)  45 5 (1 94 8)  
78 PU R(N S)  97 (1 94 8)

178 PU R(N S)  21 (194 9)
82 PU R(N S)  151 (1 94 9)  
80 PU R(N S)  355 (1 94 9)  
86 PU R(N S)  379 (194 9)  
84  PU R(N S)  267 (1 94 9)
83  PU R(N S)  4 (1 94 9)
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In te rv en ti on  by  G ov er nm en t bodie s in  re g u la to ry  p ro ceed in gs fo r sp e c - 
if ie d  p u rp o se s  ap p e a rs  in  o th e r re g u la to ry  s ta tu te s . F or exam p le , th e 
P o s tm a s te r  G enera l a c ts  in  a re p re se n ta ti v e  capacit y  in  p ro ceed in g s 
b efo re  th e In te rs ta te  C om m erc e C om m is si on  in  m a tt e rs  p e rt a in in g  to  
p a rc e l p o st  r a te s  which  tho ug h fi xed  b y th e F o s tm a s te r G enera l re q u ir e  
th e conse n t of  th e  In te rs ta te  C om m erc e  C om m is si on , si nce 1912 
(39  U .S . C . 247) an d with  re s p e c t to  ra il w ay  m ail  se rv ic e  pay  si nce  1916 
(39  U .S . C . 54 2-5 66 ).  Whil e th ese  s ta tu te s  do no t sp e ll  ou t r e p re s e n ­
ta ti o n  in  th o se  te r m s , it  is  in h e re n t in  th e s ta tu to ry  sc hem e p ro v id ed . 
Thi s w as  re cogn iz ed  by  th e in c lu si on  of  an  ex em pt in g p ro v is io n  in  Se c­
ti on  602d  of  GSA 's A ct , a s  fo llow s:

"(15 ) Th e P o s tm a s te r  G enera l o r  th e post a l e s ta b li sh m e n t 
with  re s p e c t to  th e m eans an d m et hods  of  d is tr ib u ­
ti on  an d tr a n sp o rt a ti o n  of  the  m a il s , an d c o n tr a c ts , 
n ego ti a ti ons,  an d p ro ceed in gs befo re  F e d e ra l an d 
St ate re g u la to ry  an d ra te m ak in g  bodie s re la ti n g  to  
tr a n sp o rt a ti o n  of  t he  m a il s ;"

F u r th e r , sp ecif ic  p ro v is io n  has been  m ad e fo r p a rt ic ip a ti n g  in  re g u la ­
to ry  p ro ceed in g s by  th e S e c re ta ry  of  A g ri cu lt u re  b e fo re  th e In te rs ta te  
C om m erc e  C om m is si on  with  re s p e c t to  r a te s  an d o th e r m a t te r s  p e r ­
ta in in g to  fa rm  p ro d u c ts . Thi s h a s  bee n in  eff ec t si nce  1938 (7 U .S . C. 
1291). In 194 6, th is  au th o ri ty  w as  bro adened  to  in cl ude not on ly  the 
In te rs ta te  C om m erc e C om m is s io n , but  th e  M ari ti m e  C om m is si on , the 
C iv il  A ero nau ti cs B o ard , an d o th e r F e d e ra l o r Sta te  tr a n sp o rt a ti o n  
re g u la to ry  (7 U .S .C .  1622 j)

V AR MAT ER IA LS  RE PA RA TI ON CASES

A m ajo r c o n tr o v e rs y  de vel oped wi th re s p e c t to  w heth er th e w ar  ti m e 
tr a ff ic  of  t he m il it a ry  d ep a rt m en ts  was  be in g tr a n sp o r te d  by  th e r a i l ­
ro ad s  a t p ro p e r r a t e s .  Thi s le d  to  the c re a ti o n  of  a sp ec ia l com m it te e  
by  th e D ir e c to r of  th e B ure au  of  th e Bud ge t. Th e re p o r t of  t h a t com ­
m it te e , date d  O ct ober  20 , 1945,  re ached  th e fo llo wing g en era l co n­
c lu s io n s , in  ad dit io n to  o th e r s :

" . , . i t  [th e C om m it te e] ca nn ot  e sc ap e  th e g en e ra l con cl usi on 
and th e f ir m  convic ti on  th a t the G over nm en t^ rt /'p ai d an d is  
pa ying  m an y m il li o n s  of  d o ll a rs  in  ex cess iv e  c h a rg e s  fo r the 
tr a n sp o rt a ti o n  of  m a te r ie l an d su pp li es of  t he  V/ar D epart m en t:
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"( 1) T h e re  h a s  n e v e r  b e en  an y o rg a n iz a ti o n  w it h in  
th e  D e p a r tm e n t a d e q u a te ly  eq u ip p ed , s ta ffe d  an d fu ll y  
e m p o w ere d  to  n e g o ti a te  w it h  th e  c a r r i e r s  n e c e s s a r y  r e ­
v is io n s  of su ch  r a te s ,  r a t in g s ,  c h a rg e s , r u le s  and  r e g u la ­
t io n s , o r  in s t it u te  p ro c e e d in g s  b e fo re  th e  I n te r s ta te  
C o m m e rc e  C o m m is s io n , an d  o th e r  r e g u la to r y  b o d ie s , 
in vo lv in g  th e  r e a s o n a b le n e s s  o r  la w fu ln e ss  o th e rw is e  
of  su ch  r a te s ,  r a t in g s ,  c h a r g e s , r u le s  an d  re g u la ti o n s , 
an d p r e p a r e  and  p r e s e n t  th e  n e c e s s a r y  e v id e n c e  in  
su ch  p ro c e e d in g s ; . . . "

L a te r  and  lo ng a f te r  th e  f a c t , th e  D e p a r tm e n t of  J u s t i c e  b ro u g h t an  
a c ti o n  b e fo re  th e  I n te r s ta te  C o m m e rc e  C o m m is s io n  in  17 d o c k e ts  
w hic h  w e re  co m b in ed  in  th e  "W a r M a te r ia ls  R e p a ra ti o n s  C a s e s ."
3 y  th is  t im e , n o w e v e r,  m an y  of  th e  r a te s  h a d  b e en  a d ju s te d  p ro p e r ly  
a lt h o u g h  not a s  to  th e  p a s t  an d th e  su it  b e c a m e  one so le ly  fo r  d a m a g e s  
o r  r e p a r a t io n s  fo r  p a s t  s h ip m e n ts . T h e  I n te r s ta te  C o m m e rc e  C o m ­
m is s io n  e v en tu a ll y  d is m is s e d  th e  c o m p la in ts  in  t h e i r  e n t i r e ty . (W ar  
M a te r ia ls  R e p a ra ti o n  C a s e s , 29 4 IC C 5,  297 IC C 63 5)

FIRST HOOVER COMMISSION

T h e  H o o v er C o m m is s io n  T a s k  F o rc e  r e p o r t  on  th e  F e d e r a l  su pply  
sy s te m  w as w r it te n  in  J a n u a ry , 19 49 . R e p re s e n ta t io n  a s  su ch  w as no t 
e x te n s iv e ly  d is c u s s e d  bu t w as sp e c if ic a ll y  p ro v id e d  f o r  in  th e  new  
o rg a n iz a ti o n  re c o m m e n d e d  by  th e  r e p o r t .  C r i t i c i s m  w as con to ure d . in  
th e  fi n d in g s  an d d is c u s s io n s  (R e p o rt,  p . 75) b e c a u s e  m o s t a g e n c ie s  
fa il e d  to  se e k  a  " p e rm a n e n t  le v e l of  r e a s o n a b le  r a te g . 'j /  r e c o m _
m en d e d  o rg a n iz a ti o n  w as d i r e c te d  to  a m is s io n  "o f o b ta in in g  th e  m o s t 
e f fi c ie n t t r a n s p o r ta t io n  of  G o v e rn m en t p ro p e r ty  a t th e  lo w e s t p o s s ib le  
c o s t.  "  In c lu d ed  in  th e  su g g e s te d  p e rs o n n e l  w as c o u n se l th a t " sh o u ld  
b e  e x p e r ie n c e d  in  t r a n s p o r ta t io n  la w  and  in  p r a c t ic e  b e fo re  t r a n s p o r ­
ta ti o n  re g u la to ry  b o d ie s ."  R e p re s e n ta ti o n  b e fo re  r e g u la to r y  a g e n c ie s  
w as l i s te d  a s  one of  n in e  p r im a r y  fu n c ti o n s . T h e  a n ti c ip a te d  a c h ie v e ­
m e n ts  l i s te d  fo r  su ch  an  o rg a n iz a ti o n  in c lu d e d  th e  fo ll ow in g : (1) T o 
e s ta b l is h  a re a s o n a b le  le v e l  of  t r a n s p o r ta t io n  c h a rg e s  fo r  G o v e rn m e n t 
s h ip m e n ts , (2) to  p ro d u c e  in it ia l s a v in g s  w h ic h  sh o u ld  am o u n t to  f ro m  
20 to  25  p e r  c e n t of  th e  to ta l am o u n t p a id  a s  t r a n s p o r ta t io n  c h a rg e s  and  
c o n ti n u ed  an n u a l sa v in g s  in  l e s s e r  a m o u n ts .

N o w h ere  w as it  su g g e s te d  th a t th e  G o v e rn m e n t’ s p ro b le m  s te m m e d  f ro m  
d is c r im in a t io n , th e  s ta te d  o b je c ti v e  b e in g  to  g e t re a s o n a b le  r a t e s .

T he  o ff ic ia l r e p o r t  of th e  H o o v er C o m m is s io n , F e b r u a ry  19 49 , c o m ­
m e n te d  only  on th e  f a c t  th a t th e  G o v e rn m e n t th en  w as sp en d in g  a p p r o x i ­
m a te ly  $1 b il li o n  a  y e a r  fo r  t r a n s p o r ta t io n  an d  ad o p te d  th e  sp e c if ic

57 W h ere  u n d e r s c o r in g  a p p e a r s , it  h a s  b e en  su p p li ed .
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r e c o m m e n d a ti o n  of  th e  T a s k  F o r c e  w it h  r e s p e c t  to  r e p re s e n ta t io n  of  
a ll  a g e n c ie s  b e fo re  t r a n s p o r ta t io n  r e g u la to ry  b o d ie s . No  s p e c if ic  d i s ­
c u s s io n  a p p e a re d  w it h  r e s p e c t  to  p u b li c  u ti li ty  a c t iv i t ie s .

T H E  LEG IS LA TIO N  
(8 1 st  CONGRES S)

W hile  a  n u m b e r  of  b i l l s  w e re  in tr o d u c e d  to  g iv e  e ffe c t to  th e  H o o v e r 
C o m m is s io n  re c o m m e n d a ti o n s  on  t r a n s p o r ta t io n  and  t r a f f ic  m a n a g e ­
m e n t,  th a t f in a ll y  e n a c te d  g re w o u t  of HR  4754 , 8 1 s t C o n g re s s , and  a 
r e la te d  S en a te  v e r s io n  S. 2002. T h e  H o o v er C o m m is s io n  w a s  s il e n t 
on  p u b li c  u t i l i t i e s ,  m a n a g e m e n t an d  r e p re s e n ta t io n , b u t th e s e  w e re  
n e v e r th e le s s  in c lu d ed  in  th e  le g is la ti o n . T h e re  w as d is c u s s io n  of  th is  
sp e c if ic  p o in t in  th e  h e a r in g s  on  H. R . 27 81 , on e of  th e  r e la te d  b i ll s . 
S e c ti o n  10 2( a) (IV) of  th a t b i ll  p ro v id e d  th a t th e  A d m in is t r a to r  wou ld :

"( IV ) a d v is e  a ll  e x ec u ti v e  a g e n c ie s  on  t r a f f ic  m a n a g e m e n t 
an d a s  to  r e a s o n a b le n e s s  of c a r r i e r s '  r a t e s  and  c h a rg e s , 
an d r e p r e s e n t  a ll  su ch  a g e n c ie s  in  n e g o ti a ti n g  r a t e s  an d 
c h a rg e s  w it h  c a r r i e r s  and  in  p ro c e e d in g s  in vo lv in g  
c a r r i e r s '  r a t e s  a n d  c h a rg e s  b e fo re  F e d e r a l  and  S ta te  
r e g u la to ry  b o d ie s ;"

T h e  G e n e ra l C o u n se l of F e d e r a l  W ork s A gency , l a t e r  G e n e ra l C o u n se l 
of  GS A,  su g g e s te d  an  a m e n d m e n t to  th e  q u o te d  c la u s e  to  in c lu d e  p u b li c  
u ti li ty  s e r v ic e s .  He s ta te d  in  ju s ti f ic a ti o n :

"T h e  ne w  w o rd in g  is  not a c tu a ll y  a  s u b s ta n ti v e  change  
b e c a u se  th e  B u re a u  of  F e d e r a l  Supply  no w  u n d e r  E x ec u ti v e  
O rd e r  61 66  d o es  p e r fo r m  su ch  fu n c ti o n s  r e s p e c t in g  
p u b li c  u ti li ty  s e r v ic e s  fo r  th e  G o v e rn m e n t g e n e ra ll y .
B ut it  w as th o u g h t b e tt e r  by  th e  B u re a u  o f F e d e ra l  
Su pply  p e o p le  an d  co u n se l fo r  th is  C o m m it te e  an d 
o u r s e lv e s  to  s p e ll  it  out a g a in  in  th is  A ct so  it
w ould  a ll  be  in  th e  one p a c k a g e . B ut ev en  if  it  w e re  
not sp e ll e d  o u t,  it  w ou ld  co n ti n u e  to  be  in  e ff ec t a s  
an  e x is ti n g  fu n c ti o n  of  th e  B u re a u  of  F e d e r a l  S u p p ly ."  
(H e a r in g s , M a r . 24 , 19 49 , HR 2781 , p . 26)

T h e  H o n o ra b le  C la re n c e  J . B ro w n , R e p re s e n ta t iv e  f ro m  O hi o an d a 
m  a m b e r  of  th e  H o o v e r C o m m is s io n  a ls o  t e s t i f i e d  on  th is  b i ll . He e x ­
p la in e d  th e  t r a f f ic  m a n a g e m e n t p ro v is io n  a s  fo ll o w s:

" N e x t we  h av e  it e m  (k) u n d e r  th is  t r a f f ic  m a n a g e m e n t - 
a d v is e  a g e n c ie s  a s  to  th e  r e a s o n a b le n e s s  of  c a r r i e r s ' 
b i l l s .  In  o th e r  w o rd s , if  a  b u re a u  o r  ag en cy  of th e  
G o v e rn m e n t h a s  c h a rg e s  fo r  t r a n s p o r ta t io n  m ad e  a g a in s t  it  
th a t  th ey  q u e s ti o n  th en  th e y  h a v e  a  c e n t r a l  p la c e  to  
c le a r  it  and  th ey  c le a r  up th e  w hole  m a t t e r . "  (H e a r in g s , p . 116 )
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T he C o m p tr o l le r  G e n e ra l c o m m e n te d  on  HR 278 1 by l e t t e r  o f A p r il  14 , 
19 49  (H e a r in g s , pp . 2 3 9 -2 4 2 ). . H e s ta te d  in  p a r t  a s  fo ll o w s:

"W it h  p a r t i c u l a r  r e f e r e n c e  to  p a ra g ra p h  (IV ) of  
s u b s e c ti o n  (a ),  s e c ti o n  10 2,  r e g a rd in g  th e  r e p re s e n ta t io n  
of e x e c u ti v e  a g e n c ie s  by th e  A d m in is tr a to r  in  n e g o ti a ­
ti o n s  w ith c a r r i e r s  and  o th e r  p u b li c  u t i l i t i e s  and  in  
p ro c e e d in g s  in vo lv in g  c a r r i e r s  o r  o th e r  p u b li c  u t i l i t i e s  
b e fo re  F e d e r a l  and  S ta te  r e g u la to r y  b o d ie s , th is  is  a 
s te p  in  a d ir e c ti o n  th e  G e n e ra l  A ccoun ti ng  O ff ic e  h a s  
a d v o ca te d  fo r  m an y  y e a r s ;  th a t  i s , th e  c e n t r a l iz a t io n  
in  so m e  a g en cy  in  th e  e x e c u ti v e  b ra n c h  of  r e s p o n s ib i li ty  
fo r  c o o rd in a ti n g  th e  G o v e rn m e n t' s  u se  of  t r a n s p o r ta t io n  
f a c i l i t ie s  and  s e c u rin g  th e  m o s t  re a s o n a b le  r a t e s  
o b ta in a b le  th e r e f o r  . . . . "

T h e  D i r e c to r  of  th e  B u re a u  of  F e d e r a l  Su pp ly  and  h is  r e p r e s e n ta t iv e s  : 
a ls o  c o m m e n te d  on th is  p ro v is io n  a t  so m e  le n g th  - on  S. 99 0 a n o th e r  
b i l l ,  id e n ti c a l to  HR  2781 so  f a r  a s  t r a n s p o r ta t io n  and  p u b li c  u t i l i t i e s  
w e re  c o n c e rn e d : (H e a rin g s  on  S. 99 0,  pp . 48  - 64)

" M r . H ay g h e . M r. C h a ir m a n , fo r  p u rp o s e s  of 
c la r if ic a t io n  l a r g e ly , I sh o u ld  li k e  to  sa y  th a t th e  jo b 
of  t r a f f i c  m a n a g e m e n t a s  d is ti n g u is h e d  f ro m  p e r s o n a l  
s e r v ic e  r e la te d  to  th e  p h y s ic a l sh ip m e n t o f g o o d s , is  
on e of  e s ta b li sh in g  p o l ic ie s  an d m e th o d s  f o r  th e  m o v e ­
m e n t of  p r o p e r ty  v ia  th a t  m ode  of t r a n s p o r t  an d  by  
p ro p e r  d e s c r ip t io n  to  p ro te c t  th e  lo w e s t r a t e s  a v a i l ­

’ l l -  a b le  in  th e  p u b li sh e d  t a r i f f .  It g oes b eyond  th a t to  th e 
ex te n t of e x am in in g  th e  p re s e n t ly  e s ta b l is h e d  p u b li sh e d  
r a te s ,  and  a ll  p ro p o se d  ch an g es  and  a m e n d m e n ts  in  
th e m , to  d e te rm in e  to  w hat  e x te n t th e s e  r a t e s  ap p li e d  
to  th e  t r a f f ic  of  y o u r  p r in c ip a l a r e  re a s o n a b le  in  fa c t.
In  c a s e s  w h e re  u n re a s o n a b le n e s s  o r  o th e r  u n la w fu ln e ss  
is  o b v io u s , to  ta k e  n e c e s s a r y  s te p s  w it h  th e  c a r r i e r s  
to  n e g o ti a te  in th e  c a s e  of  p u b li c  p ro p e r ty  fo r  th e  e s ta b l i s h ­
m e n t of  r a t e s  w hic h  a r e  in  fa c t  r e a s o n a b le , and  fa il in g  
in  th a t,  th en  to  p e ti ti o n  th e  a p p r o p r ia te  re g u la to ry  bo dy  
to  o r d e r  e s ta b l is h e d  r a te s  w hic h  a r e  in  f a c t  re a s o n a b le  
an d la w fu l.

" T h e  C h a ir m a n : Do  you a n ti c ip a te  m a te r i a l  
s a v in g s  in  t r a n s p o r ta t io n  c o s ts  to  th e  G o v e rn m e n t 
if  th is  la w  is  e n a c te d  an d p r o c e d u r e s  e s ta b l is h e d  
an d fo ll o w ed  in  a c c o rd a n c e  w it h  th e  p ro v is io n s  of 
th is  a c t?

" M r . H ayghe. I w ould  be  w il li n g  to  sa y  we  
co u ld  g u a ra n te e  s u b s ta n ti a l s a v in g s ."
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The  Sen at e C om m it te e  re p o r te d  ou t S. 1809 on  May 9, 1949, (S en at e 
R epo rt  338 , 81 st  C ong re ss ) su b s ta n ti a ll y  s im il a r  to  th e H ou se  v e rs io n , 
H .R . 4754 , which  w as  su bse quen tly  enacte d . W ha t ha d bee n Sec tion 
102 (a) (IV ) becam e Sec tion  201(a)(4) in th e  exact la nguag e of th e pro vis io n , 
la te r  e n ac te d . T hus,  "p ub li c  u ti li ti e s"  had  been  ad de d to  th e o ri g in a l 
p ro v is io n . The  re p o r t m ade no  sp e c ia l com m ent o th e r th an  to  sa y 
th e re p re se n ta ti o n  au th o ri ty  w as  no t in te nd ed  " to  a b ro g a te  any au th o ri ty  
of  th e  D epart m en t of  Ju s ti c e  w ith  re s p e c t to  le g a l p ro ceed in g s . "

A noth er  Sen at e B il l,  S. 2020 , in den ti ca l with  S. 1809 , so  fa r  as  Sec tion  
201(a)(4) was  concern ed , w as  re p o r te d  ou t Ju ne  3, 194 9.

The  R ep o rt  (S en ate R ep o rt  No . 4 7 5 -8 ls t C ongre ss ) w as  id en ti ca l in  th is  
re s p e c t with  th e re p o r t on S. 1809.

When  H .R . 475 4 cam e b e fo re  th e Sen at e on  Ju ne 9, 1949 , it w as  
am en ded by  a co m ple te  su b sti tu ti o n  of S. 202 0 fo r H .R . 47 54 , an d a 
few am endm ents  w ere  m ade on  th e  fl o o r,  in cl ud in g th e  re v is io n , w ith­
ou t debate  o r ex pla nation , of Sec tion  20 1(a)(4) by  dele ti ng  re fe re n c e  to 
tr a n sp o r ta ti o n , le av in g th e  p a ra g ra p h  to  re a d  a s  fo llow s :

"( 4) W ith  re s p e c t to  pub lic u ti li ty  s e rv ic e s  
fo r th e  us e of execu ti ve  a g en c ie s , r e p re s e n t su ch  
agen c ie s in nego ti a ti ons w ith  pu bl ic  u ti li ti e s  an d 
in p ro ceed in gs in vo lv ing pub li c  u ti li ti e s  b e fo re  
F e d e ra l and Sta te  re g u la to ry  b o d ie s . " (Cong. R ec . , 
p.  8207)

On Ju ne 23,  194 9, R e p re se n ta ti v e  H oli fi e ld , on th e fl oo r of th e H ou se  
(C on g.  R ec. , p.  8436), m ad e a  s ta te m e n t concern in g  th e Sen at e 
am endm ent in  w hi ch  he  sa id :

" I  re f e r  to  th e p ro b le m  of  tr a f f ic  m anagem en t,  
whi ch  is  an  im port an t a sp e c t of  th e who le  p ro c u re ­
m en t p ro b le m  in  th e F e d e ra l G overn m ent.  T h is  is  
b a s ic a ll y  an d fu ndam en ta lly  a p ro b le m  of m an ag e­
m ent;  ye t,  al th ou gh  it  h as no th in g w hats oever to 
do d ir e c tl y  w ith  th e re g u la ti o n  of publi c  u ti li ti e s , 
m e n b e rs  of  th e C om m it te e  on In te rs ta te  an d F o re ig n  
C om m erc e  in  th e Sen at e hav e se en  fi t,  no t m e re ly  to 
r a i s e  ob je cti on  to  c e r ta in  p ro v is io n s  in th e  F e d e ra l 
P ro p e r ty  an d A d m in is tr a ti v e  S e rv ic e s  A ct  re la ti n g  
to  tr a f f ic  m anagem ent,  bu t to  in s is t up on  th e ir  
d e le ti on  of th is  v it a ll y  im p o rt an t p ie ce  of le g is la ­
ti on , a s  th e p r ic e  of th e ir  conse n t fo r c o n s id e ra ­
ti on  of  th e  b il l under unan im ous c o n se n t. "
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T he c o n fe re n c e  of th e  H o u se  and  S en a te  r e s to r e d  th e  o r ig in a l  la agoag la , 
r e in s e r t in g  t r a n s p o r ta t io n  in  th e  c it e d  s e c ti o n . T he  c o n fe re n c e  r e p o r t  
(H ouse  R e p o r t No.  935) c o n ta in ed  on ly  th e  fo ll ow in g  e x p la n a ti o n : 

" T r a n s p o r ta t io n  an d T ra f f ic  M an ag em en t

" T h e  S e n a te  c o n fe re e s  r e c e d e d  f ro m  th e  S en a te  
a m e n d m e n t w hic h  d e le te d  r e f e r e n c e s  to  tr a n s p o r ta ti o n  
and  t r a f f ic  m a n a g e m e n t in  s e c ti o n  20 1( a)  and  w hic h  
in  s e c ti o n  50 2(b)  p ro v id e d  fo r  th e  c o n ti n u a n ce  of  
t r a n s p o r ta t io n  an d t r a f f ic  m a n a g e m e n t fu n c ti o n s  u n d e r  
E x ec u ti v e  O rd e r  6166. T h e  p ro v is io n  of  s e c ti o n  20 1(a ) 
of  th e  H ou se  b i ll  With  r e s p e c t  to  t r a n s p o r ta t io n  an d 
t r a f f ic  m a n a g e m e n t a r e  in  a c c o rd a n c e  w it h  th e  r e c o m m e n ­
d a ti o n s  of  th e  C o m m is s io n  on  O rg a n iz a ti o n  of th e  
E x ec u ti v e  B ra n c h  of  th e  G o v e rn m e n t an d p ro v id e  c le a r  
a u th o r it y  on  th is  s u b j e c t ."

T h e  C h a ir m a n  of  th e  S en a te  C o m m it te e , M r.  M c C le ll an , s ta te d  f ro m  
th e  f lo o r  on  Ju n e  29 , 1949 (C ong. R e c . p.  87 46 ):

" M r . M c C le ll a n  . . . .  T h e re  a r e  a ls o  
in c lu d ed  a  n u m b e r  of  o th e r  fu n c ti o n s  and  s e r v ic e s .
I kn ow  of one in  w h ic h  th e  ab le  S e n a to r f ro m  
C o lo ra d o  is  p a r t i c u la r ly  in te re s te d . T h e  S enate  
a g re e d  to  th e  a m e n d m e n t a s  th e  c o m m it te e  h ad  
r e q u e s te d . We to o k  it  to  c o n fe re n c e  and  th e  
c o n fe re e s  of  th e  H o u se  w ould  not a c c e p t it . I 
w an t to  say  to  th e  a b le  S e n a to r f ro m  C o lo ra d o  
an d to  o th e r  m e m b e rs  of th e  C o m m it te e  th a t upon 
a st u d y  of  th e  p r o v is io n  in  th e  b i ll  in  w h ic h  th e  
S e n a to r  is  in te r e s te d ,  I do  not b e li e v e  it  w il l 
m a te r ia l ly  a ffe c t any  of  th e  s u b s ta n t ia l  r ig h ts  
of o th e r  a g e n c ie s . I th in k  it  w il l b e  of a id  to  
th e m . I th in k  it  is  in  th e  in te r e s t  of  e co n o m y  
an d th a t c o n s id e ra b le  econom y w il l r e s u l t  in  
th e  f ie ld  of  tr a n s p o r ta ti o n  if  th e  p ro v is io n s  of th e  
b il l go  in to  e f fe c t and  a r e  p r o p e r ly  a d m in is te r e d . "

M r. Jo h n so n , of  C o lo ra d o , wh o w as C h a ir m a n  of  th e  C o m m it te e  on  
I n te r s ta te  and  F o re ig n  C o m m e rc e , th en  s ta te d : (C o n g . R ec . p . 87 47 )

" M r . P r e s id e n t ,  th e  m e m b e rs  of th e  C o m m it te e  on  
I n te r s ta te  and  F o re ig n  C o m m e rc e  r e a l iz e  th e  d if f i­
c u lt ie s  u n d e r  w hic h  th e  S en a te  c o n fe re e s  w e re
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la b o r in g  w hen  th ey  m e t w it h  th e  H o u se  on  th e  p r o ­
v is io n s  of  H .R . 4754, to  w h ic h  th e  C o m m it te e  o b je c te d .
W e d id  n o t obj e c t b e c a u s e  we w e re  o p p o sed  to  w ha t w as 
b e in g  d o n e . We o b je c te d  b e c a u s e  H .R . 4754 d id  no t go  
f a r  enough . We d e s i r e  to  h a v e  f u r th e r  h e a r in g s  in  o u r  
C o m m it te e  to  d ev e lo p  th e  n e ed  fo r  th e  e s ta b l is h m e n t  of  
a F e d e r a l  T r a f f ic  B u r e a u ."

T he te x t of  S. 10 95 , a  b i ll  to  c r e a te  a " F e d e r a l  T ra f f ic  B u re a u "  w as 
th en  in s e r te d  in  th e  r e c o r d  by  M r. Jo h n s o n . T h is  b i l l  w ould  h av e  
c r e a te d  a  b u re a u  w it h  e x c lu s iv e  ju r is d ic t io n  o v e r  n e g o ti a ti o n s , r o u t ­
in g , au d it in g  of f r e ig h t  b i l l s ,  c la im s , and :

"( 3) th e  r e p re s e n ta t io n  of  th e  U n it ed  S ta te s  
in  a ll  p ro c e e d in g s  b e fo re  a d m in is t r a t iv e  t r ib u n a ls  
r e la ti n g  to  m a t t e r s  w it h in  th e  ju r is d ic t io n  of  th e  
B u r e a u . "

S e c ti o n  7 of  th e  s a m e  b i l l  a m p li f ie d  th is  b a s ic  a u th o r i ty , and  S ec ti o n  
10 e s ta b l is h e d  th e  r ig h t  of  th e  D ir e c to r  to  su e  in  any  c o u r t  o r  t r ib u n a l , 
fo r  th e  r e c o v e ry  of " a n y  u n la w fu l,  u n ju s t,  o r  u n re a s o n a b le  c h a r g e ."
No e x e c u ti v e  a g e n c ie s  w e re  e x e m p te d  a s  in  H .R . 4754.

M r . Jo h n so n  c o n ti n u e d  w it h  a  c r i t i c i s m  of  th e  b i l l  u n d e r  c o n s id e ra ti o n  
(H .R . 47 54 ) b e c a u se  " th e y  e li m in a te  th e  t r a n s p o r ta t io n  of  th e  m il i ta ry ."

" I t is  in  th e  i n te r e s t  of  e co n o m y  a s  th e  H o o v e r 
r e p o r t  p o in te d  o u t,  th a t  w e h av e  a  c e n t r a l i z e d  
a g en cy  to  h a n d le  th is  t r a n s p o r ta t io n .  So w h il e  th e  
b i ll  w h ic h  is  b e in g  c o n s id e r e d , H .R . 4754 , d o e s  
m o v e  in  th e  r ig h t d i r e c t io n ,  o u r  c o m m it te e  is  n o t 
e n ti r e ly  s a t is i f ie d  w it h  a ll  i ts  t e r m s  an d  p r o v i s i o n s . "

He a ls o  an n o u n ced  h is  p u rp o s e  to  h a v e  f u r th e r  h e a r in g s  on  th e  s u b je c t.  
T he  b i ll , H .R . 4754, w as p a s s e d  by th e  H o u se  on Ju n e  29 , 1949 #by 
th e  S e n a te  on  Ju n e  30 , 19 49 .

t
In a d d it io n  to  S ec ti o n  201( a) (4 ) p re v io u s ly  d is c u s s e d ,  s e c ti o n  10 2( a)  
p ro v id e d  fo r  th e  t r a n s f e r  of  b o th  th e  fu n c ti o n s  and  p e r s o n n e l  of th e  
B u re a u  of F e d e r a l  Supp ly  and  a n o th e r  s e c ti o n  60 2( b)  p ro v id e d  th a t th e  
new  a c t s u p e r s e d e d  E x ec u ti v e  O rd e r  61 66  u n d e r  w h ic h  th e  l it ig a t io n  
p r o g r a m  of th e  B u re a u  h a d  b e en  c o n d u c te d .

GS A R e p o r ts  to  C o n g re s s

T h e  A d m in is t r a to r 's  A nnual R e p o r ts  to  C o n g re s s  h av e  f ro m  t im e - to -  
t im e  r e f e r r e d  to  G S A 's  p r o g r a m  u n d e r  s e c ti o n  201(a )( 4).  T h e  
fo ll o w in g  a r e  e x a m p le s :
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Y ear E ndin g  Ju n e  30,  1950

P u rs u a n t  to  th e  A c t,  GSA  "d e v e lo p e d  a  c o m ­
p re h e n s iv e  p ro g ra m  of  f r e ig h t - t r a f f i c  m a n a g e m e n t 
d e s ig n e d  to  e li m in a te  e x c e s s iv e  c h a rg e s  . . . "

"A c c o rd in g ly  it  is  p la n n e d  to  a c c e le r a te  th e  
d e v e lo p m en t of th e  fo ll o w in g  a c t iv it ie s :  . . . (4) 
p a r ti c ip a ti o n  in  th e  m o r e  im p o r ta n t u ti li ty  r a te  
n e g o ti a ti o n s  and  r e p r e s e n ta t io n  o f th e  G o v e rn m e n t 
in  th e  m o re  im p o r ta n t f o r m a l  r a te  ce .6e6  b e fo re  
r e g u la to r y  c o m m is s io n s ."

T he r e p o r t  l i s te d  p a r ti c ip a ti o n  in  tw o m a jo r  
te le p h o n e  r a te  c a s e s ,  D. C . and  C a li fo rn ia  .am ong 
th e  a c c o m p li s h m e n ts .

Y e a r  E ndin g Ju n e  30 , 1951

S tu d ie s of  f r e i g h t - r a t e  s t r u c tu r e s  r e p o r te d  
a s  con ti n u in g  " to  id en ti fy  e le m e n ts  d e e m e d  u n ­
r e a s o n a b le  o r  o th e rw is e  u n la w fu l. "

P a r t ic ip a t io n  in  one e le c t r i c ,  one te le g ra p h  
and  th r e e  te le p h o n e  r a te  c a s e s  w as r e p o r te d .

Y e a r E ndin g  Ju n e  30, 1953

P a r t ic ip a t io n  w as n o te d  in  E x P a r t e  17 5,  a  g e n e ra l 
in c r e a s e  c a s e  b e fo re  th e  In te r s ta te  C o m m e rc e  C o m m is s io n , 
an d a  c a s e  in  w h ic h  re d u c ti o n s  in  r a te s  w e re  b e in g  so ught 
on  fl y  a sh .

S av in g s of  $ 6 0 5 ,0 0 0  an n u a ll y  w e re  r e p o r te d  a s 
a  r e s u l t  of  p a r ti c ip a ti o n  in  m a jo r  u t il i ty  r a te  c a s e s .

S im il a r  s ta te m e n ts  c o n c e rn in g  r e g u la to ry  p r o c e e d in g s  h av e  b een  
in c lu d ed  in  e ac h  su b se q u e n t ye ar fe  A nnual  R e p o r t.  In  th e  r e p o r t  
fo r  th e  y e a r  endin g Ju n e  30 , 19 56 , th e  c r e a t io n  of  th e  T ra n s p o r ta ti o n  
an d  P u b li c  U t i li t ie s  S e rv ic e  w as d i s c u s s e d .  S p e c if ic  c a s e s ,  in clu d in g  
g e n e ra l  in c r e a s e ,  w e re  e n u m e ra te d .

S econd  H o o v e r C o m m is s io n

In 19 54  - 19 55 , th e  Second  H o o v er C o m m is s io n  s tu d ie d  th e  t r a n s ­
p o r ta t io n  a c t iv it ie s  o f th e  D e p a r tm e n t of  D e fe n se . W hil e  n o t o r g a n ­
iz e d  fo r  th e  p u rp o s e , i t s  T a s k  F o rc e  on  T r a n s p o r ta t io n  A c ti v it ie s  in  
th e  D e p a r tm e n t of  D e fe n se  in c lu d ed  a  s tu d y  of th e  c iv il ia n  a g e n c ie s  
a s  w e ll .

T he T a s k  F o r c e  r e p o r t  w as g e n e ra ll y  c r i t i c a l  o f GS A fo r  n o t h av in g  
im p le m e n te d  i ts  a u th o r i ty  u n d e r S ec ti o n  20 1( a)  in to  " s tr o n g  c e n t r a l ­
iz e d  t r a f f ic  m a n a g e m e n t. "  (R e p o rt , p p . 49  - 54 ).  It  a ls o  r e c o m -
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m en d e d  an  o rg a n iz a ti o n a l s ta tu s  fo r  t r a f f i c  m a n a g e m e n t " e q u a l to  
and  in d ep e n d en t of  p ro c u re m e n t :"  It s  re c o m m e n d a ti o n s  in c lu d ed  
a  C e n tr a l T ra f f ic  M an ag em en t D iv is io n  w it h  a u th o r it y  o v e r  a ll  
c iv il ia n  b r a n c h e s , w it h  th e  re m o v a l of  a ll  ex em p ti o n s  f ro m  th e  GS A A ct.

It a ls o  in c lu d e d  th e  fo ll ow in g  u n d e r  a  h ead in g  "N a ti o n a l T ra n s p o r ta t io n  
P o l ic y ,"  u n d e r  w hic n  G o v e rn m en t a g e n c ie s  w e re  a c c u s e d  of  ig n o ri n g  
th is  p o li c y : (R e p o rt,  p.  97)

" A p p e a ra n c e  of  n u m e ro u s  G o v e rn m en t a g e n c ie s  b e fo re  
th e  I n te r s ta te  C o m m e rc e  C o m m is s io n  a s  a d v o c a te s  o f th e  
p u b li c  in te r e s t  not o n ly  r e s u l t s  in  u n w a rra n te d  e x p e n se  b u t 
c o n s t it u te s  to  th e  e x te n t no t a u th o r iz e d  by C o n g re s s  a  b re a c h  
of n a ti o n a l t r a n s p o r ta t io n  p o li c y  an d is  c o n tr a r y  to  th e  
fu n d a m e n ta l p r in c ip le  of  f a i r  p la y  by th e  G o v e rn m e n t ."

T h e  T a s k  F o r c e  a ls o  s e t  ou t a s e p a ra te  c h a p te r  on  N a ti o n a l T r a n s ­
p o r ta t io n  P o li c y  w hic h  is  p a r t  of th e  I n te r s ta te  C o m m e rc e  A c t.
(R e p o r t,  pp . 2 3 -2 7 ).  It  c r i t i c i z e d  GS A and  o th e r  a g e n c ie s  fo r  no t 
a s su m in g  r e s p o n s ib i li ty  fo r  th e  a d m in is t r a t io n  of th e  p o li c y . It  
p o in te d  out d i f fe re n c e s  of  v ie w  b e tw een  th e  la n g u a g e  em p lo y e d  by  th e  
S e n a te  A p p ro p r ia ti o n s  C o m m it te e  in  19 54 , h e r e a f t e r  d i s c u s s e d  an d  
s e t  o u t a s ap p en d ix  A h e r e to ,  and  s ta te m e n ts  of  th e  C o m p tr o l le r  
G e n e ra l , w hic h  to o k  a  d ia m e tr ic a l ly  o p p o se d  v ie w . P a r t ic ip a t io n  in  
g e n e ra l  re v e n u e  p ro c e e d in g s  w as s in g le d  out fo r  c r i t i c i s m ,  so  f a r  
a s  r e p re s e n ta t io n  w as c o n c e rn e d . T he c r i t i c i s m ,  h o w e v e r , w as 
d i r e c te d  to  th e  n u m b e r  of  G o v e rn m e n t a g e n c ie s  p a r ti c ip a ti n g  in  on e 
p a r t i c u l a r  c a s e  (E x  P a r t e  N o. 175)  and  to  th e  fa c t  th a t u n d is c lo s e d  
a g e n c ie s  p a r ti c ip a te d  " p u re ly  as a d v o c a te s  of th e  p u b li c  i n t e r e s t . "
T h is  w as v ie w ed  a s  p la c in g  th e  G o v e rn m e n t " in  th e  u n te n a b le  p o s it io n  
of re p re s e n t in g  one g ro u p  o f c it iz e n s , d p p o si n g  a n o th e r , an d ju d g in g  
th e  c a s e  a ll  a t th e  sa m e  t im e ."

T h e  H o o v e r C o m m is s io n  i t s e l f  c o m m e n te d  b r ie f ly  on  th is  p o in t in  
it s  r e p o r t  (R e p o rt,  p . 9 5 -9 7 ).  T h e  c o m p le te  s ta te m e n t  fo ll o w s:

"T h e  I n te r s ta te  C o m m e rc e  C o m m is s io n  is  th e  G o v e rn m e n t 
ag en cy  e x c lu s iv e ly  re s p o n s ib le  fo r  d e te r m in a ti o n  of  th e  s u r f a c e  
c a r r i e r s '  re v e n u e  r e q u ir e m e n ts . It  is  r e q u i r e d  by  la w  to  a u th o r iz e  
a d eq u a te  and  r e a s o n a b le  r a te s .  H o w ev e r , in  so m e  p ro c e e d in g s  
b e fo re  it  w h e re  c a r r i e r s  h ave  so u g h t in c r e a s e s  to  m e e t re v e n u e  
d e f ic ie n c ie s , s e v e ra l  G o v e rn m en t a g e n c ie s  h a v e  a p p e a re d  and  
in tr o d u c e d  te s ti m o n y  an d a rg u m e n t in  o p p o s it io n  to  th e  c a r r i e r s '  
r e q u e s ts .
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"S o m e of th e s e  a g e n c ie s  a p p e a re d  in  c o m p li a n c e  
w it h  s ta tu to ry  d i r e c t iv e s  an d  so m e  w e re  m o ti v a te d  by  
d i r e c t  in te r e s t .  In  one c a s e , s e p a ra te  a p p e a ra n c e s  w e re  
m ad e  by  se v e n  G o v e rn m e n t a g e n c ie s . O ur t a s k  fo rc e  
co n c lu d ed  th a t th e  a g e n c ie s  cou ld  be  of  h e lp  in  d e t e r ­
m in in g  i s s u e s  by su p p ly in g  f a c ts  an d s t a t i s t i c s  up on  
th e  r e q u e s t  of  th e  C o m m is s io n , o r  by  a p p e a r in g  in  th e i r  
ow n b e h a lf  a s  in te r e s te d  s h ip p e r s , b u t sh o u ld  no t a p p e a r  
in  fa v o r  of  one p r iv a te  p a r ty  a g a in s t a n o th e r . "

T h e  C o m m is s io n  in  e f fe c t r e je c te d  th e  p o s it io n  of  th e  T a s k  F o rc e  
and  m e r e ly  re c o m m e n d e d  th a t  th e  N a ti o n a l T r a n s p o r ta t io n  P o li c y  be  
s tu d ie d  an d r e v is e d  by C o n g re s s  " to  m ak e  it  m o re  d e f in it e  and  d e ­
ta i le d  . . . W he n th is  is  done th e  G o v e rn m en t in  it s  c a p a c it y  a s  a 
u s e r  o f t r a n s p o r ta t io n  Bho uld c o n fo rm  to  th a t p o li c y  w it h  r e s p e c t  to  
it s  x o m m e r c ia l - ty p a  t r a f f i c . " It  a ls o :r x c o m m e n d c d  " T h a t r e ­
g u la to ry  a g e n c ie s  d e a li n g  w it h  t r a n s p o r ta t io n  be  a u th o r iz e d  to  r e q u e s t  
th e  D e p a r tm e n t of  D e fe n se  an d th e  G e n e ra l S e r v ic e s  A d m in is tr a ti o n , 
an d  th e s e  a g e n c ie s  be  r e q u ir e d  to  fu rn is h  u n c la s s if ie d  f a c ts  an d 
s t a t i s t i c s  tp ^ a s s is t  th e m  in  th e  p e r fo rm a n c e  of t h e i r  fu n c ti o n s ."

C o n g re s s io n a l I n t e r e s t  S in c e  i 9 4 9 .
A p p ro p r ia ti o n s  C o m m it te e s

On  a n u m b e r  of o c c a s io n s , in te r e s t  in  G S A 's  ro le  in  re g u la to ry  
p ro c e e d in g s  h a s  b e en  in d ic a te d  by th e  A p p ro p r ia ti o n s  C o m m it te e s  
o f C o n g re s s  and  d e ta il e d  e x p la n a ti o n s  h a v e  b e e n  su p p li e d .

1955

D u ri n g  th e  h e a r in g s  b e fo re  th e  S e n a te  s u b c o m m it te e  on  th e  
S u p p le m e n ta l A p p ro p r ia ti o n s  B il l,  19 55 , th e  c h a irm a n  in q u ir e d  of  th e  
GS A A d m in is tr a to r  a s  tc  GS A p a r ti c ip a ti o n  in  r e g u la to r y  p ro c e e d in g s  
and  th e  p ro v is io n s  of  S e c ti o n  20 1( a) (4 ) w e re  e x p la in e d . A ls o  a t  th e  
r e q u e s t  of  th e  c h a irm a n , a  w r i t te n  s ta te m e n t  of  GS A p o li c y  in  th e s e  
c a s e s  w as su p p li e d  by  l e t t e r  of  Ju ly  24 , 1954 , an d  sp e c if ic  c a s e s  
w e re  d is c u s s e d  u n d e r  th e  h ead in g  of  " A c c o m p l is h m e n ts ."  (H e a r in g s , 
pp . 9 4 5 -9 4 9 ).  T h e  p o li c y  s ta te m e n t in  th a t l e t t e r  fo ll o w s:

"G SA  ta k e s  p a r t  only  in  th o se  r a te  c a s e s  vh ic h  
a r e  of m a jo r  im p o r ta n c e  to  it  a s  a  sh ip p e r  o r  u s e r .
V ir tu a ll y  a l l  l a r g e  in d u s tr ia l  c o n c e rn s  o p e ra te  on th is  
b a s i s .
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"GSA  ta k es  p a r t on ly  in  a very  li m it e d  num ber 
of  th e m an y th ousa nds of  c a se s  whi ch  ta k e  p la ce  each  
y e a r b efo re  re g u la to ry  co m m is s io n s . The  m anda te  to  
th e  A d m in ie tr a to r in sec ti o n  201 qu ot ed  ab ov e re q u ire s  
th a t he  d e te rm in e  wha t is  advanta geous to  th e G o v ern ­
m en t.  T h e re fo re , in c o n sid e ri n g  w heth er to  ta k e  p a r t  
in  a  p a r ti c u la r  c a se , c o n s id e ra ti o n  is  a lw ay s giv en  
f i r s t  to  it s re la ti v e  im p o rt an ce  o r th e  im pact of th e  
c a se  on  th e  G overn m ent as  a sh ip p e r o r u s e r . The  
a v a il a b il it y  of ex p e ri en ced  te ch n ic a l an d le g a l p e rs o n n e l 
re q u ir e d  fo r th e se  c a s e s  m u s t nex t be  co n s id e re d . In 
o th e r w ord s,  GSA  se ek s  m ax im um  re s u lt s  w ithi n budget  
an d p e rs o n n e l li m it s .

"A ll  of  th e  c a s e s  b e fo re  th e In te rs ta te  C o m m erc e  
C om m is si on  in  which  GSA p a r ti c ip a te s  a r e  g overn ed  by  
th e  na ti onal tr a n sp o r ta ti o n  po li cy  which  is  a d m in is te re d  
by  th e In te rs ta te  C o m m erc e  C om m is s io n . W hi le  th e  
S ta te  s ta tu te s  g e n e ra ll y  do no t hav e su ch  a p ro v is io n , 
th ose  sa m e g e n e ra l p r in c ip le s  a r e  u su a ll y  re co g n iz ed  
by  th e S ta te  c o m m is s io n s . GSA  d oes not a tt em p t it s e lf  
to  a d m in is te r th a t po li cy  an d th is  is  in li ne  w ith  th e 
vi ew  of th e C o m p tr o ll e r G en era l (A pri l 13,  1951 , B -1 02 080).  
(C opie s of  th ese  C o m p tr o ll e r Gen eral le t te r s  a re  a tt a c h e d  as

p re s id e n t of th e  Sa n F ra n c is c o  C ham ber of 
C om m erc e  re c e n tl y  quest io n ed  GSA  p o li c ie s  in th is  fi e ld . 
W hi le  my re p ly  w as  d ir e c te d  to  c e r ta in  sp e c ia l qu est io n s 
ra is e d  in th a t in qu ir y , it  is  n e v e r th e le s s  a good  g e n e ra l 
s ta te m e n t of GSA  po li cy . A co py  of th a t le t te r  is  enc lo sed . 
T he  S e c re ta ry  of  C o m m erc e  h as  re v ie w ed  th a t l e t te r  an d 
c o n cu rs  in  it . "

N otw ithst andin g  th is  exp la na ti on , th e  C om m it te e  in  re p o r ti n g  th e 
b il l (S en at e R ep o rt  20 34 , 83rd  C ong.)  in cl uded  a s ta te m e n t on  
"N ati onal T ra n sp o r ta ti o n  P o li c y ."  T h is  s ta te m e n t is  6e t out as 
A pp en di x A h e re to . It d ea lt  w ith fr e ig h t ro u ti ng  p ra c t ic e s  a s  w el l 
as r a te  p ro c e e d in g s . T he a c ti v it ie s  of GSA  in ra te  p ro c e e d in g s  
w as  a t le a s t in fe re n ti a ll y  c r i ti c iz e d , ap p a re n tl y  on  th e  p r im a ry  
gro unds th a t GSA sh oul d a d m in is te r  th e N at io nal  T ra n sp o r ta ti o n  
P o li c y  conta in ed  in  th e  In te rs ta te  C om m erc e  A ct . No re fe re n c e  to  
th e  m a t te r  w as  co ntai ned , how ever,  in th e su bse quen t C onfe re nce  
R e p o rt  (H ou se  R epo rt  No . 26 63 ).

By  le t te r  of M ar ch  11,  1955 , th e A d m in is tr a to r re s ta te d  GSA 's 
p o li c ie s  to  th e  C hair m an  of th e A p p ro p ri a ti o n s  C om m it te e  in th e  li gh t 
of  th e  it a te m e n t in th e  C om m it te e  r e p o r t an d def en ded  co nti nued  
p a r ti c ip a ti o n  under th e  ex is ti ng  p o li c ie s . The  le t te r  w as  in c o rp o ra te d  
in  th e  h e a ri n g s  on th e 1956 A p p ro p ri a ti o n  A ct . (H eari n g s,
In dep en den t O ff ic es  A p p ro p ri a ti o n s , 1956 , p.  146, 147).  T h e re  w ere  
no  fu r th e r  s ta te m e n ts  of  th e  c o m m it te e  a t th a t ti m e .
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1957

At  th e  h e a r in g s  on  th e  In d ep en d en t O ff ic e s  A p p ro p r ia ti o n , 19 57 , 
h o w e v er,  th e r e  w as c r i t i c a l  q u e s ti o n in g  of  th e  C o m m is s io n e r  of  
G SA 's  n e w ly -fo rm e d  T r a n s p o r ta ti o n  and  P u b li c  U t i li t ie s  S e rv ic e , 
w hic h  had  b een  c r e a te d  to  im p ro v e  o p e ra t io n s  in  th is  a r e a .  T h is  
d e a lt  w it h  G S A 's  e n tr y  of  an  a p p e a ra n c e  in  bu t f a i lu r e  to  o p p o se  o r  
o th e rw is e  p a r t i c ip a te  in  a  7% g e n e ra l  in c r e a s e  c a s e  b e fo re  th e  
I n te r s ta te  C o m m e rc e  C o m m is s io n , E x P a r t e  N o. 19 6.  (H e a r in g s , 
pp . 2 8 7 -3 0 1 ).  In  a d d it io n , th e  C h a ir m a n  in q u ir e d  a s  to  w h e th e r  
GS A w ould  p a r t i c ip a te  in  th e  SA GE p r o c e e d in g s  an d w as a s s u r e d  it  
w ould . T h e  p e r ti n e n t  q u esti o n in g  is  a s  fo ll o w s:

" S e n a to r  M agnuso n . I a m  g la d  to  h e a r  you a r e  
goin g to  a p p e a r  in  th e  SA GE c a s e .  I a g r e e  w it h  you, 
you co u ld  n o t a p p e a r  in  a ll  th e s e  l i t t l e  r a te  c a s e s ,  bytt 
E x P a r t e  196 w as  a g e n e ra l,  broad  c a s e ,  an d th e  SA GE 
th in g  is  v e ry  s e r io u s , to o .

" S e n a to r  E ll e n d e r . W as  an y o th e r  G o v e rn m en t 
a g en cy  r e p re s e n te d  in  th a t c a s e  in  196?

" M r . E ll io tt . Y es,  s i r ,  th e  D e p a r tm e n t of  D e fe n se  
w as r e p re s e n te d ,  I kn ow .

* ” " S e n a to r  E ll e n d e r . W ha t p o s it io n  d id  th ey  ta k e ?

" M r . H yde.  T h ey  f i le d  th e  s a m e  ty p e  of  a p p e a ra n c e  
th a t we d id .

*. " S e n a to r  E ll e n d e r : W as  th a t  a  r ig g e d  c a s e ?
T h a t i s ,  d id  on e de fe n d  it ?  No one got up  and  t r i e d  to  sh ow  
w h e th e r  a  7 p e r  c en t in c r e a s e  w as ju s t i f ie d  o r  n o t?

" M r . H yde. N o, s i r . "

In  r e s p o n s e  to  a  sp e c if ic  c o m m e n t b y  th e  C h a ir m a n , th e  
A d m in is tr a to r  of  GS A th e re u p o n  in d ic a te d  an  in te n t to  ta k e  p a r t  in 
s im i la r  c a s e s  in  th e  fu tu re .

" S e n a to r  M ag nuso n . And  7 p e r  c e n t is  a b ig  it e m  
fo r  th e  F e d e r a l  G o v e rn m e n t.  I do no t p a s s  on  th e  c a s e , 
w h e th e r  it  w as ju s t if ie d  o r  n o t,  b u t s u re ly  we h av e  th e  
r e s p o n s ib i li ty  of  a  d e f in it e  i n te r e s t  in  th is  m a t t e r ,  and  
i n te r e s t ,  it s e e m s  to  m e , w ould  ju s ti fy  b e in g  r ig h t  in  
t h e |e  a s  a tt o rn e y  of  r e c o r d .

" M r . F lo e te . M r . C h a ir m a n , I s e e  no r e a s o n  why  
we sh o u ld  no t go  in  th ef re . It w il l be m y  in te r e s t  to  se e  
th a t we do.

" S e n a to r  M ag n u so n . I a p p r e c ia te  th a t . . . .
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1958

In  th e  19 58  a p p ro p r ia ti o n  b i ll , in c r e a s e d  fu nds fo r  r a te  li t ig a t io n  
and  o th e r  it e m s  fo r  th e  T ra n s p o r ta t io n  and  P u b li c  U t i li t ie s  S e rv ic e  
w e re  so u g h t.  T he fo ll ow in g  o c c u r r e d  b e fo re  th e  S en a te  S u b c o m m it te e  
(H e a r in g s , p . 541)

" M r . M il ls . On th e  c o n tr a r y , we w il l n e ed  th e  
cu t r e s to r e d  m o re  th an  e v e r . T h a t w il l in c r e a s e  r a te  
li ti g a ti o n . In  any  ev en t,  a s  I r e c a l l ,  y o u r C o m m it te e  
in d ic a te d  l a s t  y e a r  th a t th e  T r a n s p o r ta ti o n  an d  P u b li c  
U ti li ti e s  S e rv ic e  sh o u ld  p a r t ic ip a te  fu ll y  in  th e s e  r a te  
p ro c e e d in g s .

"A t th a t  ti m e  we h a d  in te rv e n e d  in  5 m a jo r  r a te  
c a s e s .  In  f i s c a l  y e a r  19 57  we h av e  p a r t ic ip a te d  in  
24  m a jo r  r a te  c a s e s ;  so  we h av e  fo ll o w ed  y o u r m a n d a te .
We  a r e  only  a sk in g  fo r  a  r e s to r a t io n  fo r  th a t p u rp o s e  
of  $3 9,  0 00  w h ic h  is  su ff ic ie n t fo r  5 o r  6 te c h n ic a l  
p e rs o n n e l .

" S e n a to r  M ag nuso n . T h is  C o m m it te e  in  e ff ec t 
p ra c t ic a l ly  d i r e c te d  you p e o p le  to  g e t in to  th e s e  th in g s .

" M r . M il ls . We  h a v e  ta k e n  it  a s  a  d i r e c ti o n .

" M r . F lo e te . We  h av e  ta k e n  it  v e ry  s e r io u s ly ."

19 58  S u p p le m en ta l

A c o n tr a r y  a tt it u d e  w as ex h ib it ed , h o w e v e r , a t th e  h e a r in g s  b e fo re  
th e  s a m e  C o m m it te e  on  F e b r u a ry  26 , 1958 , on th e  Second  S u p p le ­
m e n ta l A p p ro p r ia ti o n  B il l,  19 58 , in  w hic h  ad d ed  fu nds w e re  so u g h t 
s p e c if ic a ll y  fo r  th e  r a te  li ti g a ti o n  in  c o n n e c ti o n  w it h  SA GE. T y p ic a l 
of  th e  q u e s ti o n in g  is  th e  fo ll ow in g; (H e a rin g , p . 77)

" S e n a to r  E ll e n d e r ; Why  is  it  th a t  you h av e  i n te r ­
v en ed  in  th i s ?  Is  th a t n o t a  fu n c ti o n  of  th e  F C C ?

" M r . M il ls : We fe e l th a t it  is  no t,  S e n a to r . You  
w il l r e c a l l  th a t th e  84 th  C o n g re s s  p a s s e d  P u b li c  L aw  96 8 
r e la t iv e  to  SA GE.  U n d er S ec ti o n  30 3 of  th a t A ct  we w e re  
d i r e c te d  to  p ro c e e d  u n d e r  o u r  b a s ic  G3A  A c t,  w h ic h  p r o ­
v id e s  th a t  we  m u s t in te rv e n e  in  p ro c e e d in g s  b e fo re  F e d e r a l  
and  S ta te  re g u la to ry  b o d ie s  and  r e p r e s e n t  th e  G o v e rn m e n t 
a s  a  sh ip p e r  o r  c o n s u m e r  o f  th e  s e r v ic e .
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" S e n a to r  E ll e n d e r :  S h o u ld n 't  th e  F C C  h a n d le  
th e s e  m a t te r s  w it hou t a s s i s t a n c e  f ro m  y o u r o f f ic e ?

" M r. M il ls . T h ey  a c t  in  e ff e c t in  t h e i r  c a p a c it y  a s  
a  re g u la to ry  body, a  q u a s i - ju d ic ia l  body , th a t  w e ig h s b o th  
s id e s  of  th e  c a s e . T h ey  a r e  in te r e s te d  b o th  in  th e  c o n s u m e r  
i n te r e s t  an d th e  in v e s to r  - com p an y  in te r e s t .  We a p p e a r  
u n d e r  ou r s ta tu te  in  a  l im i te d  c a p a c it y  r e p re s e n t in g  th e  
G o v e rn m en t a s  a  u s e r  of  a  s e r v ic e .  W e c o m e  in  li k e  
an y o th e r  c o n su m e r  in  c o n n ec ti o n  w it h  o u r to ta l  b i ll . "

" S e n a to r  E ll e n d e r . I h av e  in fo rm a ti o n  to  th e  
e ff e c t th a t in  th e  l a s t  fe w  y e a r s  you h av e  in te rv e n e d  in  
S ta te  c a s e s .

" M r . M il ls . T h a t i s  c o r r e c t  . . . .

" S e n a to r  E ll e n d e r . I c an  w ell  u n d e rs ta n d  y o u r  
in te rv e n ti o n  in  th e  SA GE c a s e s ,  but I c an n o t u n d e r s ta n d  
wh y you sh o u ld  in te rv e n e  in  o th e r  c a s e s  w h e re  a ll  c o n ­
s u m e rs  a r e  r e p re s e n te d  by th e  F C C .

" M r. M il ls ,,  C o n g re s s  h a s  d i r e c te d  u s  to  in te rv e n e ,
s i r .

" S e n a to r  D irk s e n . Is  y o u r a u th o r i ty  c le a r  th a t 
yo u a ls o  m ak e  r e p re s e n ta t io n  b e fo re  th e -S ta te  r e g u la to r y  
c o m m is s io n s  ?

" M r . M il ls . Y es,  s i r -  . . .N o w , w it h in  th e  
f ra m e w o rk  o f o u r  s ta tu to ry  m a n d a te  to  in te rv e n e  in  th e s e  
re g u la to ry  p r o c e e d in g s , th e  only  y a r d s t ic k  th a t  is  g iv en  
th e  A d m in is tr a to r  is  w hat he  d e te r m in e s  to  b e  ad v an ta g e o u s  
to  th e  G o v e rn m e n t in  t e r m s  of  e co n o m y , e f f ic ie n c y , o r  
s e r v ic e .

"W h ere  th e  b i ll  to  th e  G o v e rn m e n t is  a  s u b s ta n ti a l 
one o r  w h e re  a  p ro p o s e d  r a t e  in c r e a s e  w il l in v o lv e  a 
s u b s ta n t ia l  in c r e a s e  in  th e  s iz e  of th e  G o v e rn m e n t' s  
b i ll , th e  A d m in is tr a to r  b e li e v e s  th a t u n d e r  th is  la g is la ti o n  
he  sh o u ld  in te rv e n e  in  th e s e  r e g u la o tr y  c a s e s  and  
r e p r e s e n t  th e  G o v e rn m e n t a s  a  s h ip p e r  o r  u s e r  of th e  ■ 
s e r v ic e .

"W e do n o t p re s u m e  to  a c t  a s  a  r e g u la to r y  ag en cy  
in  any  q u a s i - ju d ic ia l  c a p a c it y  d e te rm in in g  th e  f a i r  an d 
r e a s o n a b le  r a te .  We  l im it  o u r s e lv e s  to  r e p re s e n t in g  
th e  G o v e rn m e n t 's  in te r e s t  a s  a  c o n s u m e r  o r  u s e r  of
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se rv ic e s  to  see  th a t th e  G over nm en t g e ts  a  fa i r  b il l 
fo r th e se rv ic e  whi ch  it  u se s  . . . .

"M r.  M il ls . Cou ld  I in je c t on e re m a rk ?  As  long  
as  a s ta tu te  is  on  th e books,  we  in  GSA  in te rp re t th a t we 
ha ve  to  ab id e by  th e s ta tu te . If th e re  is  dup li ca ti on  in 
fu nc tion s betw ee n FC C an d us  which  we  do not be li eve  
e x is ts , we th in k  it  is  th e re sp o n s ib il it y  of  C o n g re ss  
to  c la ri fy  th e m a t te r , but  as lo ng  as th e s ta tu te  re a d s  
as it  do es  an d im p o se s th is  re sp o n s ib il it y  upon  u s,  ou r 
du ty is  to  in te rv e n e  in  th e se  c a s e s . You w il l r e c a l l "  
th a t GSA was  se v e re ly  c r it ic iz e d  fo r hav in g w ithdra w n 
fr o m  one of th e se  c a se s  2 y e a rs  ag o,  Ex  P a r te  196 .

"S ena to r E ll e n d e r.  It is  no t a  quest io n  of  w it h ­
dr aw in g bu t th e m oney  re q u e s te d  is  a  li tt le  to o  m uch . "

T he C om m it te e  in  re p o rt in g  th e b il l m ad e a g e n e ra l co m m ent on  th e 
re p re se n ta ti o n  re sp o n s ib il it y  in it s  re p o r t an d in cl uded  an  am en d ­
m en t to  th e  b il l.

The  g e n e ra l co m m en t is  v e rb a ti m  th e  la nguag e of th e s ta te m e n t on  
N ational T ra n sp o r ta ti o n  P o li cy  u se d  in  th e re p o r t on  th e  1955 ;.p ux n 
su pp le m en ta l b il l p re v io u sly  note d , w ith sl ig h t m od if ic a ti on  to  ..n .- c 
e m b ra c e  u ti li ti e s . Th e com ple te  te x t is  a tt ach ed  a s  A pp en di x B.

In su b s ta n ce , th e re p o r t s ta te s  th e  G overn m ent is in te re s te d  in  th e  
"d evelo pm ent an d p re se rv a ti o n "  of tr a n sp o r ta ti o n  an d com m unic ati on  
sy s te m s , as w el l as  c h a rg e s  th a t a re  " ju s t an d re a so n a b le  an d non - 
d is c r im in a to ry ."  T hese  e le m e n ts  a re  d ir e c te d  p r im a r il y  to  th e  
re g u la to ry  agen c ie s bu t "o th e r a g en c ie s  an d d e p a rt m e n ts "  sh ou ld  
c a r r y  ou t th e ir  fu nct io ns c o n s is te n t w ith  th e se  o b je c ti ves .

The  fa c t th a t GSA 's s ta tu to ry  st a n d a rd  is  "e co nom y" is  sa id  no t to  
re q u ir e  opposi ti on  to  gen e ra l in c re a se s  in  ra te s  of  c a r r i e r s  o r 
u ti li ti e s  si m ply  because  it wou ld  in c re a se  c o s ts  to  th e G overn m ent.
It is  up  to  th e re g u la to ry  co m m is s io n s  to  a s s u re  th a t in c re a s e s  w ill  
no t re s u lt  in  m o re  th an  a fa ir  re tu rn ; th e  re g u la to ry  ag en cy  "m a k e s  
su ch  in v es ti g a ti o n s an d adduce s su ch  ev id ence as  w il l enab le  it  to  
d e te rm in e  th e p ro p e r  le vel of e a rn in g s  to  m a in ta in  so tn d c re d it , 
y ie ld  a fa i r  r e tu rn , an d pro v id e  adequate  se rv ic e ;'  th u s th e c o u rs e  
of  co ndu ct  under G SA 's ac t sh ou ld  be " to  a s s u re  th a t no  d is pro por*  
ti ona te  ra te  bu rd en  is  p la ced  on  th e  F e d e ra l G overn m ent an d th a t 
th e  p a r t ic u la r  in te re s t an d re q u ir e m e n t of th e  G overn m ent as a 
consu m er a re  m ade know n. Q uest io ns of o v e ra ll  e a rn in g s , ra te  
of  re tu rn , an d ad eq uac y of se rv ic e  sh ould  be le ft  to  th e F e d e ra l 
an d Sta te  re g u la to ry  a g en c ie s , a s c le a r ly  in te nded  by  th e C o n g re ss  
an d th e S ta te  le g is la tu re s  whe n th e  s ta tu te s  e s ta b li sh in g  th ese  
agenc ie s w ere  p a s s e d ."

71036 0 — 61 80
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T he r e p o r t  ad d ed  th a t an  a m e n d m e n t h a d  b een  ad d ed  to  th e  b i ll  
p ro h ib it in g  e x p e n d it u re s  " e x c e p t to  p re v e n t d is c r im in a t io n  a g a in s t  
th e  e x e c u ti v e  a g e n c ie s  by any  c a r r i e r  o r  p u b li c  u t il i ty  in  th e  m a t t e r  
of s e r v i c e s ,  f a c i l i t i e s ,  o r  c h a rg e s  a s  c o m p a re d  w it h  o th e r  u s e r s  of  
s im i la r  s e r v ic e s  o r  f a c i l i t ie s  of  th e  c a r r i e r  o r  p u b li c  u t i l i ty . "

T h e  b i ll , H . R . 10 88 1,  a s  r e p o r te d ,  c o n ta in ed  th e  fo ll o w in g  p ro v is io n :

"N o m o n e y s  a p p ro p r ia te d  u n d e r  th is  A c t s h a ll  be  
ex p ended  fo r  any  a c t iv it y  a u th o r iz e d  by  S e c ti o n  201  of th e  
A ct  of  Ju n e  30 , 19 49 , a s  a m e n d ed  (40  U.  S.  C . A.  481),  
o r  by se c ti o n  303 of th e  A ct of  A ugust  3,  19 56  (P u b li c  L aw  ») 
968) ex cep t fo r  th e  p u rp o s e  of a s s u r in g  th a t  th e  e x e c u ti v e  
a g e n c ie s  a r e  n o t d i s c r im in a te d  a g a in s t in  t e r m s  of  q u a li ty , 
k in d , o r  c h a rg e s  fo r  s e r v ic e  a s  c o m p a re d  to  o th e r  . .*
c u s to m e r s  of  th e  u t i l i ty . "

T h e  m a t t e r  w as d e b a te d  in  th e  S e n a te  on M a rc h  11 , 19 58  (C on g.
R e c . , p p . 35 62  - 35 66 ).  T h e  q u o te d  a m e n d m en t w as ru le d  out on  
a  p o in t of  o r d e r  a f te r  th e  C h a ir m a n  of  th e  A p p ro p r ia ti o n s  C o m m it te e  
c o n ce d ed  th e  m a t te r  w as le g is la ti o n  in a p p ro p r ia te  to  an  a p p r o p r i ­
a ti o n  b i l l .  T h e  only  d e b a te  r e la ti n g  to  th e  in te n t of  th e  C o m m it te e  
a s  to  th e  quo te d r e s t r i c t i o n  w as a s  c o n ta in ed  in  th e  fo ll o w in g  t ‘
e x c e rp ts :

" S e n a to r  S a lt o n s ta ll  . . . .T h e  C o m m it te e  w as  
tr y in g  to  h a v e  th e  G e n e ra l  S e rv ic e s  A d m in is tr a t io n  g iv en  I •? 
th is  a u th o r it y , b e c a u s e  th e  m e m b e rs  of  th e  C o m m it te e  
w is h e d  to  p r o te c t  th e  G o v e rn m en t in  th e  c a s e s  th e
S e n a to r  f ro m  Ohi o h a s  b e en  d is c u s s in g .

" B u t in  th e  o p in io n  of  th e  C o m m it te e , 
r e p r e s e n ta t iv e s  of  th e  G e n e ra l S e rv ic e s  A d m in is tr a t io n  
h a v e  b e e n  a p p e a r in g  in  c a s e s  in  w h ic h  th e i r
a p p e a ra n c e  w as n o t n e c e s s a r y ,  an d  in  th a t w ay  th e  
G e n e ra l S e rv ic e s  A d m in is tr a ti o n  h a s  sp e n t fo r  
th e s e  s e r v ic e s  m u ch  m o re  m o n ey  the m w as n e e d e d  
to  be  sp e n t.

"B y  m e a n s  of th is  a m e n d m e n t,  th e  C o m m it te e  
w as t ry in g  to  a c c o m p li s h  a  r e d u c ti o n  in  th e  n u m b e r  
of a p p e a ra n c e s  m ad e  by  r e p r e s e n ta t iv e s  o f th e  
G e n e ra l S e rv ic e s  A d m in is tr a t io n ."
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The  S enato r,  how ever,  a ls o  e x p re s se d  th e ho pe  th a t th e am oun t 
of  m on ey  fo r th e p u rp o se  of  th e b il l wou ld  be  in c re a se d  in con­
fe re n c e .

O th er  S enato rs  c o n str u ed  th e  am endm ent as p re ven ti ng  GSA fr om  
co nt in ui ng re p re se n ta ti o n . F o r exam ple :

"M r.  L ausc hc  . . .  I t wou ld  com ple te ly  d ep ri v e  
th e G enera l S e rv ic e s  A dm in is tr a ti o n  of th e ab il it y  in  an y 
way  to  re p re se n t th e  public in te re s t b e fo re  th e  F e d e ra l 
C om m unic at io ns C om m is s io n , exce pt whe n th e re  had  
been  d is c ri m in a ti o n  a g a in s t th e  G overn m ent.

" I su ggest  th a t it  wou ld  be  d if fi cu lt  to  fi nd  w here  
th e re  ha d bee n d is c ri m in a ti o n , b ecau se  th e r a te s  
c h a rg ed  to  the F e d e ra l G overn m ent undoubte dly  wo uld 
be  id en ti ca l to  th e r a te s  c h a rg ed  to  th e g en e ra l pub li c .

"M r.  H um phre y. M r.  P re s id e n t,  th e 
am en dm en t . . .w ou ld  fo rc e  th e  G en era l S e rv ic es  
A dm in is tr a ti o n  to pu ll  ou t of  th e  th re e  very  im port an t 
te le phone an d com m unic ati on  ra te  c a se s  pe nd in g 
b efo re  th e F . C. C. "

The eff ec t of th e C o n g re ss io n a l ac ti on  on  th is  1958 Se co nd  
S upple m en ta l A ppro p ri a ti ons sh ould  be  gau ge d in  re la ti o n  to  th e 
act io n  in th e H ou se  of R e p re se n ta ti v e s  a s  w el l.  A to ta l of  $100 ,0 00 
ha d bee n re q u e s te d  fo r SAG E P a r ti c ip a ti o n  an d su pport in g  
A d m in is tr a ti v e  O pera ti ons,  as w el l as au th o ri ty  to  em pl oy  c o n ­
su lt an ts  a t th e sp ec ia l ra te  of $10 0 p e r  da y. The  H ou se  appro ved  
on ly  $75, 00 0 but  poi nte d  ou t th is  wou ld su pple m ent th e $5 0,0 00 
a lr ead y  m ade ava il ab le  fr om  th e P re s id e n t' s  E m erg ency  Fu nd .
The  consu lt an t ra te  was  re duced  to  $50 (R eport  No . 1373).

In appeari ng  b e fo re  th e  Se na te  C om m it te e , GSA  did no t appeal 
th is  cu t of  $2 5, 000  in th e am ou nt  o ri g in a ll y  re q u e s te d  (H ea ri ng, 
p.  77), bu t GSA  p a rt ic ip a ti o n  in re g u la to ry  p ro ceed in g s  becam e th e 
su b je c t of  in te nsi ve  ques tionin g (H eari ngs,  pp . 79-8 5).  The  Sen at e 
C om m it te e  re com m ended  g ra n ti ng  th e  $10 0 ra te  fo r consu lt an ts  
on th e gr ounds it ha d bee n adv is ed  th a t d en ia l of  th a t ra te  "w ou ld  
re n d e r GSA unab le  to  co ntinue  to  su pp ly  adequate  te ch n ic a l e x p e rt s  
in su ch  ra te  p ro c e e d in g s ,” bu t re duced  th e am oun t au th o ri zed  to  
$37, 500 w ith ou t a s ta te m en t of re a so n s  (S en at e R ep o rt  No . 134 4).  
Add ed  to  th e re p o r t,  how ever,  w as  th e ex te nded  g en e ra l d is c u ss io n  
a s  to  GSA 's ro le  p re v io u sl y  m enti oned  an d quote d  in  fu ll  in 
App en dix B,  an d th e  addit io n  of  th e  r e s tr ic ti v e  p ro v is io n , a lr e a d y  
note d,  to  li m it  GSA  a c ti v it y  to  re g u la to ry  c a se s  in vo lv ing d is c r im ­
in at io n .
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On th e fl oor of th e Sen at e,  a p ro p o sed  am en dm en t was  
o ff e re d  by  Sen at or  L au sc he to  in c re a se  th e $37 , 500 back  to  the 
$7 5, 00 0 fi g u re . (Cong. R ec. , M ar ch  11, 1958,  p . 3563 ). A le t te r  
was  re a d  fr om  th e GSA A d m in is tr a to r to  th e  C hair m an  of th e  
A ppro p ri a ti ons C om m it te e , M arc h  7, 195 8, poin ting ou t th a t th e 
r e s tr ic ti v e  la ngu ag e "su b s ta n ti a ll y  n a rr o w s"  GSA au th o ri ty . The  
P re s id in g  O ff ic er ru le d  th e re s tr ic ti v e  la ng ua ge  ou t of  o rd e r  (Cong. 
R ec . , p.  356 6);  by  fl oor am endm ent,  th e $37, 500 w as  in c re a se d  to  
$50 ,0 00 . In confe re nce , th e  consu lt an t ra te  w as  fi xed  at  $75  and 
th e am ou nt  a p p ro p ri a te d  was  in c re a se d  to $75 ,0 00  (H ou se  R epo rt  
154 4).

T he g en e ra l st a te m en t of po li cy  co nta in ed  in  th e Sen at e R eport  
did no t appear in th e C onfe re nce R eport  (H ou se  R epo rt  1344) an d 
th e S ta te m ent of th e M anagers  on  th e p a r t of th e H ouse , co nta in ed  
in th a t re p o r t,  in cl ud ed  th e fo llo wing (p. 5);

"T he m a n a g e rs  on  th e  p a r t of the H ou se  do  not a g re e  to  
th e  s ta te m en t of  poli cy  in  th e  Sen at e re p o r t re g a rd in g  th e ro le  
of th is  se rv ic e .

" F o rm e r  C ha ir m an  Hy de  of  th e F e d e ra l C om m unic at io ns 
C om m is si on  d e sc ri b e d  th e ro le  th e G en era l S e rv ic e s  A dm in ­
is tr a ti o n  has in m a tt e r s  b efo re  th e C om m is si on  as  fo llow s:

"O ur du ty  is  to  p ro te c t a ll  u s e r s  - -  p ri v a te  
u s e r s , co rp o ra te  u s e r s , G overn m ent u s e r s , 
when th ey  appear befo re  us in  th a t capacit y , 
to  se e  th a t th e re  a re  no  d is c ri m in a ti o n s  
fa vori ng  one c la s s  a s  a g a in s t an o th e r;  an d 
we do endea vor to  p ro te c t a ll ; we  w il l ca ll  
th em  co n su m ers  in a co ll ec ti v e  way . T hat  
do es  no t m ean  th a t an y p e rs o n  wh o fe e ls  he  
has a  vi ew  to  u rg e  sh ould  no t se ek  to  m ak e 
a p re se n ta ti o n  in th is  kind  of c a se . I beli eve 

, th a t th ey  (GSA) hav e a du ty  to  w at ch  ou t fo r
th e ir  in te re s ts  fr om  th e ir  vi ew po in t,  and th a t 
is  no t a  duplica tion  of  ou r w ork .

"T he H ou se  m an ag e rs  a re  of  th e  op in io n G enera l 
S erv ic es A d m in is tr a ti o n 's  re sp o n s ib il it ie s  a r e  c le a r ly  e st ab li sh ed  
by law in th is  m a tt e r .

"T he c o n fe re es  ex pe ct  th e G en era l S e rv ic es  A dm in ­
is tr a ti o n  to  ac t with  good  j udgm en t an d no t e n te r in to  any 
h a ra s s in g  a c ti v it ie s - - to  av oid tr iv ia li ti e s  an d p ro te c t th e in te re s t 
of th e G o v e rn m e n t. "
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19 59  A p p ro p r ia ti o n

In  re p o r t in g  th e  b il l (H . R . 1 1 5 /4 ),  th e  H o u se  C o m m it te e  re d u c e d  
th e  o v e r - a l l  r e q u e s t  fo r  T PU S f ro m  $2 , 0 0 0 ,0 0 0  to  $ 1 ,8 0 0 ,0 0 0 ,
(H ouse  R e p o r t 15 43).  T h e  r e p o r t  s ta te d :

" L a s t  y e a r  th is  S e rv ic e  r e c e iv e d  th e  c o m p le te  su p p o r t of  
th e  G e n e ra l A ccoun ti ng  O ff ic e  w hen  th e  C o m m it te e  a sk e d  if  it  
is  w o rth  th e  m o n ey  to  th e  t a x p a y e r s ."  (R e p o rt,  p . 9) .

T h e r e  w as a ls o  se t fo r th  th e  s ta te m e n t  by  F C C  C o m m is s io n e r  H yde 
a s  qu o te d  in  th e  C o n fe ren c e  R e p o r t on  th e  19 58  S u p p le m e n ta l A p p ro p r ia ti o n .

T h e  S e n a te  C o m m it te e  in c r e a s e d  th e  am o u n t by  $ 1 0 0 ,0 0 0  and  in ­
c o r p o ra te d  th e  fo ll ow in g  in  th e  r e p o r t  (S en a te  R e p o r t No.  16 56 ):

" S e c ti o n  201 of  th e  F e d e r a l  P r o p e r ty  and  A d m in is tr a t iv e
S e r v ic e s  A ct of  19 49 , u n d e r  th e  t i t l e  fo r  p r o p e r ty  m a n a g e ­
m e n t,  p ro v id e s  th a t th e  A d m in is tr a to r  sh a ll , in  r e s p e c t  
of e x e c u ti v e  a g e n c ie s , and  to  th e  e x te n t th a t  he  d e te r m in e s  
th a t  so  doi ng  is  ad v an ta g e o u s  to  th e  G o v e rn m en t in  t e r m s  
of  eco n o m y , e ffi c ie n c y , o r  s e r v ic e  - -

w ith r e s p e c t  to  t r a n s p o r ta t io n  an d o th e r  
p u b li c  u ti li ty  s e r v ic e s  fo r  th e  u se  of  
e x ec u ti v e  a g e n c ie s , r e p r e s e n t  su ch  
a g e n c ie s  in  n e g o ti a ti o n s  w ith c a r r i e r s  
an d o th e r  p u b li c  u t i l i t i e s  and  in  p ro c e e d in g s  
in vo lv in g  c a r r i e r s  o r  o th e r  p u b li c  u t i l i t i e s  
b e fo re  F e d e r a l  an d S ta te  re g u la to ry  b o d ie s .

" T h e  c o m m it te e  b e li e v e s  th a t GS A h a s  p e r fo rm e d  
s a t is f a c to r i ly  and  w it h  re s u l ti n g  sav in g s  to  th e  ta x p a y e r s  
in  n e g o ti a ti o n s  w it h  c a r r i e r s  an d o th e r  p u b li c  u t il i ti e s  
fo r  a d v an ta g e o u s  r a t e s ,  c h a rg e s , t a r i f f s ,  ro u t in g s , e tc .

" C o m p la in ts  h av e  b e e n  r e c e iv e d  by th e  c o m m itt e e , 
h o w e v e r,  r e g a rd in g  th e  p a r ti c ip a ti o n  of  GS A in  p ro c e e d in g s  
in vo lv in g  c a r r i e r s  o r  o th e r  pu b li c  u t i l i t i e s  b e fo re
F e d e r a l  and  S ta te  r e g u la to ry  b o d ie s , th a t  GS A 
r e p re s e n ta t iv e s  h a v e  ex ce ed e d  a c le a r  in te r p r e ta t io n  
of  th e  la w  in  c o n n e c ti o n  w ith su ch  p ro c e e d in g s .

" In  th e  op in io n  of  th e  c o m m it te e , GS A sh ou ld  a c t  in 
su ch  p ro c e e d in g s  to  p r o te c t  th e  i n te r e s t s  of  th e  
G o v e rn m e n t' s  e x e c u ti v e  a g e n c ie s  a s  u s e r s  of  su ch  u t i l i t i e s ,  
in  th e  sa m e  fa sh io n  a s  an y o th e r  u s e r  of su ch  u t i l i t i e s  
w it hou t in te r f e r in g  w it h  th e  fu n c ti o n s  of  th e  re g u la to ry  
b o d ie s  b e fo re  w hom  th ey  m ak e  a p p e a r a n c e ."
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T he C o n fe re n c e  fi x ed  $ 1 ,8 5 0 , 000 a s  th e  a m o u n t to  be  
a u th o r iz e d . (H ouse  R e p o r t 2 2 3 /) . T h e  B il l w as so  e n a c te d  but w as 
v e to e d  by  th e  P r e s id e n t  fo r  r e a s o n s  not r e la te d  to  T P U S . It w as 
l a t e r  re e n a c te d  a s  H .R . 13 85 6,  P u b li c  L aw  3 5 -8 4 4 , w it hout 
d e v e lo p m en ts  of  in te r e s t  to  th is  q u e s ti o n .

1960

B e fo re  th e  H o u se  su b c o m m it te e , th e r e  w as a g a in  e x te n s iv e  
d is c u s s io n  of  GS A re g u la to ry  p a r ti c ip a ti o n . A l i s t  of  t r a n s p o r ta t io n  
c a s e s  a c ti v e  d u rin g  th e  f i r s t  h a lf  of  f is c a l  y e a r  19 59  w as su p p li ed  
(H e a r in g s , p.  1327) a s  w e ll  a s  a s im i la r  l i s t  of  p u b li c  u ti li ty  c a s e s  
(H e a r in g s , p . 13 38 ).  T h e re  w as e x te n d ed  d is c u s s io n  of  th e  SA GE  
p r o je c t  and  of  th e  re la ti o n s h ip  of  F C C  to  GS A in  th e s e  m a t t e r s .
GS A w as d e s c r ib e d  a s  an  a tt o rn e y  o r  a d v o c a te  an d  F C C  a s  p o s s e s s in g  
th e  le g a l a u th o r it y  to  d e te rm in e  f a i r  and  re a s o n a b le  r a te s .
(H e a ri n g , p.  13 34 , 13 45 ).  T h e re  w as no  d is c u s s io n  b e fo re  th e  
S en a te  su b c o m m it te e  n o r  in  co m m it te e  r e p o r t s .

1961

B e fo re  th e  H o u se  su b c o m m it te e , li t ig a t io n  m a t t e r s  w e re  ag a in  
re v ie w e d  in  so m e  d e ta il  (H e ari n g , p . 1 8 4 -2 1 9 ).  A l e t t e r  of  th e 
C o m p tr o ll e r  G e n e ra l , N o v em b er 21 , 19 59 , to  th e  C h a ir m a n  o f th e  
H ou se  C o m m it te e  on  A p p ro p r ia ti o n  w as p u t in  th e  r e c o r d  w it h  
e x c e rp ts  of  a R e p o r t in d ic a ti n g  th e  G o v e rn m e n t h ad  in c u r re d  
e x c e s s iv e  c o s ts  in  c o m m u n ic a ti o n s  th ro u g h  e r ro n e o u s  a p p li c a ti o n  
of  r a te s  an d in e f f ic ie n t a d m in is t r a t iv e  p r a c t ic e s  on  th e  p a r t  of  
G o v e rn m en t a g e n c ie s . V a ri o u s  a s p e c ts  of GS A r e p re s e n ta t io n  
a c t iv it ie s  an d r e la ti o n s  b e tw een  GS A re s p o n s ib i li ty  an d th a t of  
th e  r e g u la to ry  a g e n c ie s  w e re  d is c u s s e d . A l e t t e r  of  th e  U. S. 
C h a m b e r of  C o m m e rc e  d a te d  M a rc h  18 , I9 6 0 , to  th e  c h a ir m a n  
of  th e  su b c o m m it te e  w as a ls o  p la c e d  in  th e  r e c o r d  (H e a r in g s , 
p.  12 22 ). T he  l e t t e r  u rg e d  a re d u c ti o n  of  $ 1 ,0 9 0 ,0 0 0  in  th e  a p ­
p ro p r ia t io n  of $ 2 ,4 0 0 ,0 0 0  fo r th e  T r a n s p o r ta t io n  an d P u b li c  
U ti li ti e s  S e rv ic e . T h is  w as  s ta te d  to  b e  fo r  th e  p u rp o se  of  re d u c in g  
th e  a p p ro p r ia ti o n  fo r  a ll  p u rp o se s  to  1957  le v e ls .  No  c o m m e n t w as 
m ad e  by  th e  C o m m it te e  in  it s  r e p o r t .

In th e  S e n a te  h e a r in g s  th e r e  w as p la c e d  in  th e  r e c o r d  a  l e t t e r  of 
M ay  20 , I9 60 f ro m  th e  U. S. C h a m b e r  of  C o m m e rc e  to  th e  C h a ir m a n  
of  th e  su b c o m m it te e  su b s ta n ti a ll y  th e  s a m e  a s  th e  M arc h  18 , I9 60 
l e t t e r  m e n ti o n e d  a b o v e , an d a copy of  G S A 's  s ta te m e n t  in  re p ly . 
(H e a rin g s  pp . 2 2 9 -2 3 1 ).  In it s  r e p o r t  th e  S e n a te  C o m m it te e  u rg e d  
th e  r e a p p r a is a l  by  GS A of  th is  fu n c ti o n  a s  m en ti o n ed  ab o v e.
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SAGE LE GISL AT ION

A M il it a ry  C onst ru c ti on  A ct,
P . L.  968  - 84 th C ongre ss  
(A ppr ove d Aug us t 3, 1956)

T his  Act o ri g in a te d  a s  H .R . 98 93 , 84 th  C o n g re ss , on M arc h  12, 1956. 
Sec tion  303 p ro posed  to  au th o ri ze  th e  S e c re ta ry  of th e A ir  F o rc e  (1) 
to  p ro c u re  com m unic ati on  se rv ic e s  fo r SA GE (s e m i- a u to m a ti c  
gro un d env ir onm ent sy s te m ).  (2) to  m ak e c o n tr a c ts  th e re fo r , fo r 
no t m o re  th an  10 y e a rs , an d (3) to  in cu r co nti ngent li a b il it ie s  no t 
ex ce ed in g $222 ,0 00 ,0 00  a t any on e ti m e . T he  S e c re ta ry  w as  a ls o  
d ir e c te d  to  u ti li z e  to  th e  " fu ll e s t exte nt"  of  s e rv ic e s  fr o m  co m ­
m unic ati on  co m m on  c a r r i e r s ,  in cl ud in g c o o p e ra ti v e s .

The  C om m it te e  on A rm ed  S e rv ic es  in re p o r ti n g  th e b il l (H ouse  
R eport  No . 1890 ) r e f e r r e d  to  dec is io n s of  th e C o m p tr o ll e r G en era l 
which  ha d chall enged  th e ri g h t of  the A ir  F o rc e  to  m ak e 10 y ear 
c o n tr a c ts  (R eport , pp . 18 -2 1) .

S u rv e il la nce  of R ate s

"I n vi ew  of th e m ag nitude of  th e  SAGE p ro g ra m  an d 
th e la rg e  num ber of le a se d  com m unic ati ons whi ch  w il l be  
au th o ri zed , it  is  th e  vi ew  of th e C om m it te e  th a t the ra te s  
charg ed  sh ou ld  be  kep t under s t r ic t su rv e il la n c e  by th e 
a p p ro p r ia te  G overn m enta l ag enc ie s.  In th is  co nnec tion , 
th e C om m it te e  w is hes to  dra w  sp ec if ic  a tt en ti on  to  se c ti on  
201(a )(4 ) of th e G en era l S erv ic es A d m in is tr a ti o n  A ct  wh ich  
gra n t3  th e A d m in is tr a to r au th o ri ty  to  r e p re s e n t execu ti ve 
agenc ie s of th e  G over nm en t in nego ti a ti ons w ith c a r r i e r s  
an d o th er publi c u ti li ti e s  and in p ro ceed in g s  in vo lv ing 
c a r r i e r s  o r o th er publ ic  u ti li ti e s  b efo re  F e d e ra l and 
S ta te  re g u la to ry  b o d ie s ."
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Th e .Sen ate C om m it te e s ta te d  su b sta n ti a ll y  th e sa m e in te n t in 
it s  re p o r t st a ti ng  th a t th e  C om m it te e  "f ee ls  th a t th e r a te s  charg ed  fo r 
th ese  s e rv ic e s  sh ou ld  be  ri g id ly  s c ru ti n iz e d ."  (S en at e R epo rt  No.  
23 64 , p.  9) . Th e C om m it te e a ls o  st a te d :

"T he  C om m it te e no te s th a t p u rs uan t to  th e a u th o r­
ity g ra n te d  by  th e ab o v e-c it ed  se c ti on  an d an  
unders ta ndin g  re ach ed  by  th e G enera l S e rv ic es 
A d m in is tr a ti on  an d th e D epart m ent of D efe nse , th e 
D epart m en t has a lr e a d y  in te rv ened  in  a p ro ceed in g  c u r ­

re n tl y  pe nd in g b e fo re  th e F e d e ra l C om m unic ati ons Co m­
m is s io n  in vo lv in g th e bu lk  of th e com m unic ati ons 
s e rv ic e s  fo r th e SAGE p ro je c t.

"I t is  d e s ir e d  th a t th e  D epart m en t of  t he A ir  F o rc e  
m a in ta in  co n st an t su rv e il la n ce  of  t he ra te s  cha rg ed  
an d re p o r t th e re o n  to  the C om m it te e se m ia nnua ll y . . . "

The  C onfe re nce  R eport  (H ouse  R eport  No . 2641) su b sta n ti a ll y  
r e it e ra te d  th e com m ents  in  th e Se na te  R ep o rt , givi ng  in d ic a ti on , 
how ever,  of  an  in te n t th a t th e  ra te  su rv e il la n c e  be  p e rf o rm e d  by  
A ir  F o rc e  (R eport , p.  35).

Th e fo re go in g , w hi le  in dic at in g  a c le a r  in te n t fo r st ro ng  s u r ­
v e il la n ce , ra is e d  quest io n  as  to w het her  A ir  F o rc e  o r GSA was  to 
p e rf o rm  th is  duty . Th e quest io n  of re p re se n ta ti o n  an d an  in quir y  
in to  th e le v e l of  c h a rg e s  fo r th e com m unic ati ons s e rv ic e s  w ere  th e 
su b je c t of  c o n sid e ra b le  te st im ony  duri ng  th e h e a ri n g s  on FI. R . 9893 
an d on th e D epart m en t of  the A ir  F o rc e  A p p ro p ri a ti ons fo r 1957, in 
M ar ch  1956 . Th e A ir  F o rc e  re p re se n ta ti v e s  to ok  th e posi ti on  th ht 
it s  in te re s t was  li m it e d  to  th e ta r if f  r a te , th a t an y e ff o rt s  to  re v ie w  
the ra te s  wo uld be  dupli ca ting  th e w ork  of  F . C.  C . an d o th er 
re g u la to ry  ag en c ie s . (H eari ngs,  pp . 66 5,  69 3,  69 3,  717 an d 74 2) .
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At  th e h e a ri n g s  on th e 1957 ap p ro p ri a ti o n s  th e re  was  in tr oduced  a 
"R epo rt  to  th e C om m it te e  on A p p ro p ri a ti o n s , Uni ted S ta te s Hou se  of 
R e p re se n ta ti v e s  on CAGE and DE 'C , Ja n u a ry  14, 1956. It s ta te d  in p a r t 
(H ou se  H e a ri n g s , p.  67 8) :

"C . R a te s .
" v. it h  u lt im ate  an nu al  re n ta ls  of  poss ib ly  as hi gh  as $240 m il li on  

a t p re s e n t r a te s , th e d e s ir a b il it y  of  e a r ly  act io n  to  re d u ce  ra te s  
w h e re v e r p o ss ib le  is  obvio us.  Tha t th is  acti on  sh ou ld  be  p ro m p t 
an d v ig o ro us is  ev id en t whe n it  is  re a li z e d  th a t ev en  a 1 p e rc e n t 
o v e ra ll  re duc ti on  wo uld  eff ec t a sa vi ng  of  p o ss ib ly  $2 . 5 m il li on  p e r 
y e a r .

"I t m ay  b e w ell , a t th is  po in t,  to  d is c u ss  th e re c e n t ra te  
fi li ng  wi th th e FC C by  A.  T.  & T.  lon g li n e s . Und er  dat e of  D ec em ­
b e r  6,  195 5, fo llo wing a s e r ie s  of  p re h ea ri n g  c o n fe re n c e s , a fo rm ed  
h e a ri n g  was  hel d  b efo re  th e FC C .

"I t is  no te d th a t al th ou gh  th e  A ir  F o rc e , as a p a r ty  of  v e ry  su b­
s ta n ti a l in te re s t b ecau se  of th e  im pact of  t he  p ro p o sed  ra te s  on 
th e  an nu al  ch a rg e s  fo r SAG’S c ir c u it s , p a rt ic ip a te d  in  th e p re h e a r ­
ing co n fe re n c e s , it  w as  not re p re se n te d  a t th e fo rm a l h e a ri n g s .

* * *

"I t is  th e  vi ew  of  s ta ff  re p re se n ta ti v e s  th a t th is  m a t te r  of  p o ss i­
bl e ra te  ad ju s tm en ts  fo r CAGE c ir c u it  co m ponents  is  one th a t 
has bee n a lm o st co m p le te ly  ig nore d by  th e A ir  F o rc e . In fa c t,  
in  th e e n ti re  a r e a  of  r a t e s , th e re  is  a m ark ed  philoso phy of  
'l a i6 se z  f a i r e , ' re ly in g  on the com m unic ati ons in d u s tr y  to  in it i­
at e  ad ju s tm e n ts , an d th en  tr u s ti n g  th a t th e  in d u s tr y  an d th e co m - '• 
m is s io n s  w ill  see  th a t th e G over nm en t re c e iv e s  it s  fa ir  sh a re  . . . ”

P o rt io n s  of o th e r s ta te m e n ts  by  A ir  F o rc e  re p re s e n ta ti v e s , co m m en ting 
on th e s ta ff  r e p o r t,  fo llo w :

"T he  A ir  F o rc e  do es  no t c o n sid e r th a t it  wo uld  be  ju s ti fi e d  
in  c re a ti n g  a  la rg e  st a ff  of  com m unic ati ons ra te  e x p e rt s  who  
wou ld , in  e ff ec t,  dup li ca te  th e w or k of  F e d e ra l an d Sta te  re g u la ­
to ry  bod ie s in  re vie w in g ta r if f  r a t e s . A lth ou gh  a c e r ta in  d eg re e  
of  re v ie w  is  c e r ta in ly  j u s ti fi e d  an d n e c e s s a ry , th e si ze  of  th e s ta ff  
an d sc ope of re v ie w  m u6 t be  kep t w ith in  re a so n a b le  li m i ts . . . . "  
(H ea ri n g s,  p . 68 5) .
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Th e fo llo w in g is  fr om  the c o n c u rr e n t hea ri n g s by  th e Sen at e Sub ­
co m m it te e  on  th e M il it a ry  Fub lic Vvorks C onst ru c ti on  Act  (S . 31 22 ,
H. R. 98 93 ):

"G enera l B la ke. . . . V. e hav e bee n pa ying  th e go ing ra te , which
I m ig ht sa y  we  th in k is  f a i r . . . . (H eari ngs,  p . 54 4) .

* ♦ *

"S enato r Jackson . You ha ve  adeq uat e au th o ri ty  an d a re  w il l­
ing to  st and  by  it  to  dea l w ith  th is  p ro b le m  so  th a t yo u can  p ro te c t 
th e G o vern m en t' s in te re s t in  no t be in g overc harg ed  an d be in g im ­
p ro p e r ly  b il le d  on  an  un ju st  b a s is  ?

"G enera l B la ke. L et m e pu t it  th is  way . I h av e en ou gh  
fa it h  in  th e re g u la to ry  bodie s con ce rn ed , an d in  our expe ri en ce  
in  do ing b u sin ess  with  th e te le phone co m panie s of  th e c o u n tr y , 
B e ll , In de pe nd en t, C o o p era ti v es,  to  th in k th a t we get ou r m oney 's  
w ort h  fo r th e ta x p a y e r.  (H ea ri n g s , p . 548).

* * *

"M r.  Jo hn so n (A F).  Th e way  th is  has w ork ed , l e t 's  ta ke th e 
p a r ti c u la r  ta r if f  [bulk ra te ]  t h a t has bee n fi le d  with  th e F e d e ra l 
C om m unic at io ns C om m is s io n .

"T hat  is  th e on ly  on e th a t is  in  an y way  ti e d  up with  SAGS a t 
th e  p re s e n t ti m e , an d , in c id en ta ll y , th e A ir  F o rc e  did a d d re s s  a 
re q u e s t to  A m eri can  Tel ep ho ne & T ele gra ph  Co . in d ic ati ng  our 
in te re s t in  th is  ki nd  of  ra te  m od if ic a ti on . Th ey  of  c o u rs e  did  
m ak e th e com puta ti ons h e re  an d fi le d th e ir  ta r if f . T his  is  a 
n o rm a l way  of  do ing b u s in e s s . Th at  ta r if f  is  c u rre n tl y  be in g 
c o n sid e re d  by  th e F e d e ra l C om m uni ca tions  C om m is s io n . 
(H ea ri n g s,  p . 550) .

* * •

"S enato r Ja ck so n . . . .
"A s you kn ow , th is  p ro b le m  of  w ha t is  o r is  not a fa ir  ra te  

is  a m a tt e r of  continuo us li ti g a ti o n  in  48 S ta te s.

"I  d on 't  th in k yo u wo uld wa nt  to  le ave  th e im p re ss io n  th a t 
th ese  ra te s  a re  ach ie ved  am ic ab ly  or a re  fixe d am ic ab ly , b ecause  
la w y ers  wo uld  go  ou t of  b u sin e ss  in  th e ra te  fi e ld . . . . Tho se  
th in gs a re  li ti g a te d  co n st an tl y , an d I a m  ju s t w on de ring  w het her  
th e  A ir  F o rc e  h a s  th e p ers o n n e l an d th e  fa c il it ie s  ava il ab le  to  it  to 
d e te rm in e  wha t is  o r w ha t is  no t a  fa ir  r a t e .
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♦ ♦ *

G en era l B la ke (A F) : I n e v e r th ou gh t of  it  th is  way  b e fo re , 
bu t m ay be  th is  v e ry  fa c t of  co n st an t li ti g a ti o n  by  o th er u s e r s  
an d by  th e re g u la to ry  bod ie s p ro te c ti n g  th e pub lic in te re s t is  
th e  re a so n  wh y we fe el  confi den t th a t we  can  co nt in ue  to  ge t our 
m o n ey 's  w o rt h . (H ea ri n g s , p . 55 7) .

♦ •  ♦

"S enato r Ja c k so n . Do yo u hav e la w y e rs  who a re  quali fi ed  by  
expe ri en ce  an d backgro und  to  dead w ith  publ ic  se rv ic e  agenc ie s 
on  th e ra te  q u est io n s ?

"Do you ha ve pu bl ic  u ti li ty  accoun ta n ts  wh o th oro ughly  u nder­
st an d a ll  th e vary in g  ru le s  in a ll  th e d if fe re n t S ta te s ?

"Y ou  a re  re a ll y  w al ki ng  in to  on e no w, th a t can  know  w ha t is  
th e fa ir  re tu rn  ? A re  yo u aw are  of  th e fa c t th a t in  one Sta te  th e 
ra te  of  re tu rn  ad low ed  to  a te le phone co m pan y m ay  v a ry  fr om  
an o th e r,  b ecause  th ey  fo llo w a d if fe re n t fo rm u la  an d a d if fe re n t 
d o c tr in e ?  A re  yo u aw are  of  th a t?

"G enera l B la ke( A F):  Y es , s i r .

"S enato r Ja ck so n . Do yo u ha ve  la w y e rs  in  th e A ir  F o rc e  an d 
ava il ab le  to  yo u th a t a re  com pete n t to  deal with  th is  p ro b le m  al l 
o ver th e c o u n tr y ?

* * *

"M r.  Jo hn so n (A F).  A bso lu te ly  no t,  S e n a to r ."  (H e a ri n g s , p . 55 8) .

In d is cu ss in g  Hou se  R eso lu ti on  44 4,  ad op ting  ru le s  fo r th e  c o n s id e ra ­
ti on  of  H .R . 98 93 , th e  fo llo w in g w as  in cl uded  in  a re fe re n c e  to  th e SAGE 
p ro g ra m  in  th e b il l:  (C on g.  R ec. 53 65 ).

"A nd , I am  hap py  to  be  ab le  to  re p o r t to  th e Hou se  
th is  a ft e rn oon  th a t a s  a re s u lt  of th e  d is c u ss io n s  th a t 
to ok  p la ce  betw ee n th e le a d e rsh ip  of  t he  Hou se  an d th e  
le a d e rsh ip  of  t he  C om m it te e  on  A rm ed  S e rv ic e s  an d 
be tw ee n th e m em b ers  of  th e C om m it te e  on Rules an d 
th e d is c u ss io n  th a t to ok  p la ce  duri ng  th e h e a ri n g s  on 
th is  b il l bet w ee n th e le a d e rs h ip  an d th e m e m b e rs  of 
th e  C om m it te e  on  A rm ed S e rv ic e s , th e gen tl em an
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f ro m  G e o rg ia  (M r.  V in so n ),  th e  C h a ir m a n  
of th e  C o m m it te e  on  A rm e d  S e rv ic e s , w il l 
o f fe r  an  a m e n d m en t a t th e  p r o p e r  ti m e  in  th e  : .• 
c o n s id e ra ti o n  of th is  b i ll  th a t w il l p r o te c t  
th e  in te r e s t s  of  th is  c o u n tr y  in  co n n ec ti o n  
w it h  th e  SA GE p r o g r a m  and  w il l sa v e  
h u n d re d s  of  m il li o n s  of  d o l la r s  fo r  th e  
ta x p a y e rs  of th e  U n it ed  S ta te s ."

T h e  C h a ir m a n  of  th e  H o u se  C o m m it te e  o r ig in a l ly  s ta te d  on th e  
f lo o r  th a t  h is  a m e n d m e n t to  th e  b i ll  to  in s e r t  S e c ti o n  303 " w il l 
r e q u i r e  th e  G e n e ra l S e rv ic e s  A d m in is tr a ti o n  to  k eep  c o n s ta n t s u r ­
v e il la n c e  o v e r  th e  r a te s  and  to  a p p e a r  b e fo re  F e d e r a l  an d  S ta te  
re g u la to ry  b o d ie s  to  in s u re  th a t  th e  G o v e rn m e n t r e c e iv e s  e v e ry  
p o s s ib le  b e n e fit  in  th e  ra te m a k in g  p r o c e s s  a s  is  p o s s ib l e ."  (C ong. 
R e c . , A p r il  10 , 19 56 , p.  5368).  L a te r  th e  C h a ir m a n  r e a d  S ec ti o n  
201( a) (4 ) of  G S A 's  A ct and  p o in te d  to  th e  p o s s ib i l it y  th a t DO D m ig h t 
e x e r c is e  th e  p ro v is o  fo ll ow in g  th a t p a r a g r a p h .  He in d ic a te d  th a t if 
D O D ?chou ld  u se  th is  e x em p ti o n  th e  C o m m it te e  w ould  "fo ll o w  up  and  
w atc h  an y r a te s  c h a r g e d . !' He a ls o  e x p r e s s e d  th e  h ope  th e  .
S e c r e ta r y  of  D e fe n se  w ould  n o t e x e r c is e  th e  e x em p ti o n  and  th e re b y  
" to  e li m in a te  th e  G e n e ra l  S e rv ic e s  /a d m in is tr a t io n  f ro m  an y c o n ­
s id e ra t io n  of th e s e  v e ry  im p o r ta n t m a t t e r  s . " (C ong . R e c . ,  p . 558 4) .

D is c u s s io n  on  th e  f lo o r  b e tw een  th e  C h a ir m a n  of th e  C o m m it te e  
an d  th e  M a jo r it y  L e a d e r  c o n f ir m e d  th is  in te n t.  T h e re  w as in s e r te d  
in  th e  r e c o r d ,  h o w e v e r , an  e x ch an g e  of c o r re s p o n d e n c e  b e tw ee n  th e  
M a jo r it y  L e a d e r  and  th e  A d m in is tr a to r  of  GS A,  in  w hic h  th e  l a t t e r ,  
by  l e t t e r  of Ju ly  5, 19 56 , in d ic a te d  a GS A DO D a g re e m e n t  fo r  GS A 
to  h an d le  th e  m a t t e r .  (C osg . R e c . 110 28 ).

W hile H .R . 98 93  w as v e to e d  in  c o n n e c ti o n  w it h  s e c ti o n s  o th e r  
th an  S e c ti o n  30 3 (H ouse  D o cu m en t N o.  450),  it  w as r e e n a c te d  so  f a r  
a s  th a t s e c ti o n  w as c o n c e rn e d  a s  H .R . 12 27 0 (P u b li c  L aw  968 , 84 th  
C on g.  , 70 S ta t.  991) w it hou t f u r th e r  d is c u s s io n  of  S ec ti o n  303 (S enate  
R e p o r t No.  27 75).

A s e n a c te d , th e  p ro v is io n  re a d :

" T h e  S e c r e ta r y  of  th e  A ir  F o r c e  is  a u th o r iz e d  to  
p r o c u re  c o m m u n ic a ti o n  s e r v ic e s  re q u ir e d  fo r  th e  
s e m ia u to m a ti c  g ro u n d  e n v ir o n m e n t s y s te m  . . .
N e g o ti a ti o n s  w it h  c o m m u n ic a ti o n  co m m o n  c a r r i e r s ,  
in c lu d in g  c o o p e ra ti v e s , and  r e p re s e n ta t io n  in  
p ro c e e d in g s  in v o lv in g  su c h  c a r r i e r s  b e fo re  
F e d e ra l  and  S ta te  r e g u la to r y  b o d ie s  w h e re  su ch  
n e g o ti a ti o n s  o r  p ro c e e d in g s  In volv e c o n tr a c ts  
a u th o r iz e d  b y  th is  p a r a g r a p h  sh a ll  b e  in  a c c o rd a n c e  
w ith th e  p ro v is io n s  o f S ec ti o n  201 of  th e  A c t of  
Ju n e  30 , 19 49 , a s  am e n d ed , (40 U. S. C .A .
S ec t.  4 8 1 ) ."  (G SA 's  A c t) .
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(H. R . 99 36 )

N A TIO N A L T R A N SPO R TA T IO N  PO LIC Y

T e s ti m o n y  p r e s e n te d  b e fo re  th e  c o m m it te e  in d ic a te d  th a t so m e  
c o n fu s io n  m ay  e x is t  a s  to  th e  p r o p e r  p o l ic ie s  to  be  fo ll o w ed  by e x e c u ­
ti v e  a g e n c ie s  o f th e  G o v e rn m e n t in  th e i r  r e la t io n s  to  c a r r i e r s  an a  
p u b li c  u t i l i t i e s .  T h e re  w as no t su f f ic ie n t e v id e n ce  p r e s e n te d  a t o u r  
re c e n t  h e a r in g s  to  m a k e  a f a i r  a p p r a i s a l  o i th e  e x te n t o f su c h  c o n ­
fu s io n , but it  is  d e e m e d  a p p r o p r ia te  to  o u tl in e  h e r e  c e r t a in  b a s ic  
p ro p o s i t io n s  in  th e  i n te r e s t  o f a s s u r in g  fo r th e  fu tu re  an  a d m in i s t r a ­
ti o n  o f e x is ti n g  s ta tu te s  c o n s is te n t  w it h  th e  c o n g re s s io n a l  in te n t.

T he so und o b je c ti v e  o f o u r  n a ti o n a l t r a n s p o r ta t io n  p o li c y , a s  
s e t  fo r th  in  th e  d e c la ra t io n  c o n ta in e d  in  th e  T r a n s p o r ta t io n  A ct of 
1940, i s  th e  d e v e lo p m e n t,  th e  c o o rd in a ti o n , and  th e  p r e s e r v a t io n  of  
a n a ti o n a l t r a n s p o r ta t io n  s y s te m  by w a te r ,  h ig h w ay  and  r a i l ,  a s  w e ll  
a s  o th e r  m e a n s , a d e q u a te  to  m e e t th e  n e e d s  o f th e  U n it ed  S ta te s ,  o f 
th e  P o s ta l  S e r v ic e , and  of th e  n a ti o n a l d e fe n s e . To a c h ie v e  th is  
u l t im a te ,  it  w as re c o g n iz e d  in  th e  d e c la r a t io n  th a t it  w as n e c e s s a r y  
to  " f o s te r  so und  e co n o m ic  c o n d it io n s  in  t r a n s p o r ta t io n  a n d  am o n g  th e  
s e v e r a l  c a r r i e r s ,  and  to  e n c o u ra g e  th e  e s ta b l is h m e n t  and  m a in te n a n c e  
o f  re a s o n a b le  c h a rg e s  fo r t r a n s p o r ta t io n  s e r v i c e s ,  w it h o u t u n ju s t 
d i s c r im in a t io n s ,  undue p r e f e r e n c e s  o r  a d v a n ta g e s , o r  u n fa ir  o r  
d e s t r u c t iv e  c o m p e ti ti v e  p r a c t i c e s . "  W hile th e  d e c la r a t io n  o f p o li c y  
by  i t s  t e r m s  i s  d i r e c te d  p r im a r i ly  a t th e  e s ta b l is h m e n t  o f p r in c ip le s  
fo r  th e  g u id an c e  o f th e  I n te r s ta te  C o m m e rc e  C o m m is s io n  in  th e  
a d m in is t r a t io n  o f th e  I n te r s ta te  C o m m e rc e  A ct and  in  th e  re g u la ti o n  
of c a r r i e r s  s u b je c t to  th a t a c t ,  o th e r  a g e n c ie s  an d d e p a r tm e n ts  o f th e  
G o v e rn m e n t a r e  e x p e c te d  to  c a r r y  o u t t h e i r  r e s p e c t iv e  fu n c ti o n s  in  
r e la ti o n  to  th e s e  c a r r i e r s  in  su ch  a  w ay  a s  to  be c o n s is te n t  w it h  th e  
o b je c ti v e s  o f  th e  t r a n s p o r ta t io n  p o li c y .
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F o r  in s ta n c e , th e  A d m in is tr a to r  o f G e n e ra l S e rv ic e s  is  
r e q u ir e d  by th e  F e d e r a l  P r o p e r ty  and  A d m in is tr a ti v e  S e rv ic e s  A c t 
to  r e p r e s e n t  e x ec u ti v e  a g e n c ie s  b e fo re  F e d e r a l  an d S ta te  r e g u la to r y  
b o d ie s  in  p ro c e e d in g s  in v o lv in g  t r a n s p o r ta t io n  and  o th e r  p u b li c  
u ti li ty  s e r v ic e s  to  th e  e x te n t th a t  he  d e te rm in e s  th a t so  do in g is  
a d v an ta g e o u s  in  t e r m s  o f e co n o m y , e f f ic ie n c y , o r  s e r v ic e .  T h e  fa c t 
th a t one of th e  gu id in g  s ta n d a rd s  is  "a d v an ta g eo u s  in  t e r m s  of 
e co n o m y "  w ould  not r e q u ir e  o p p o s it io n  to  p ro p o se d  g e n e ra l  i n c r e a s e s  
in  r a te s  o f c a r r i e r s  o r  u t i l i t i e s  s im p ly  b e c a u se  su c h  in c r e a s e s  w ou ld  
in c r e a s e  th e  c o s t o f o p e ra t io n s  o f c e r t a in  G o v e rn m e n t d e p a r tm e n ts . 
O p p o s it io n  fo r su ch  a r e a s o n  w ould  c o n s ti tu te  a m is c o n c e p ti o n  o f d u ty , 
a  n a r ro w n e s s  of o u tl o o k , an d a m is c o n s tr u c t io n  o f th e  in te n t o f 
C o n g r e s s . E ff ic ie n c y  and  p r o p e r  s e rv ic e  c an n o t lo ng  be  m a in ta in e d  
by c a r r i e r s  and  u t il i ti e s  u n le s s  th e y  a re  a c c o rd e d  a  r a te  s t r u c tu r e  
th a t w il l p ro v id e  th e m  w it h  so und  c r e d i t  an d y ie ld  th e m  a f a i r  r e tu r n .  
If  th e  in c r e a s e s  so ugh t w ould  no t y ie ld  m o re  th an  en ough  fo r  su ch  
p u r p o s e s ,  th en  no  G o v e rn m e n t ag en cy  o r  d e p a r tm e n t  sh o u ld  o p p o se  
su c h  in c r e a s e s  b e c a u se  u l ti m a te ly  th e  a b il it y  o f th e  G o v e rn m e n t 
i t s e l f  to  r e n d e r  e f f ic ie n t s e r v ic e  an d to  in s u re  o u r  n a ti o n a l s e c u r i ty  
i s  d ep en d e n t up on  th e  m a in te n a n c e  o f so und  an d e f f ic ie n t s y s te m s  of 
t r a n s p o r ta t io n  an d o th e r  u t i l i t i e s .  T he im p o r ta n c e  o f th e s e  co n si d e ra ^  
ti o n s  fa r  o u tw e ig h s th e  im p o r ta n c e  o f a  sh ow in g  o f g r e a t e r  eco n o m y  in  
a d e p a r tm e n t 's  e x p e n d it u re s  fo r t r a n s p o r ta t io n .  In s h o r t ,  a p ro p e r  
in te r p r e ta t io n  o f th e  s ta n d a rd s  o f  th e  F e d e r a l  P r o p e r ty  and  A d m in is ­
t r a t iv e  S e rv ic e s  A c t c a l l s  fo r  a  c o u rs e  o f  co n d u c t in  co n n ec ti o n  w ith 
a p p e a ra n c e s  b e fo re  r e g u la to r y  b o d ie s  c o n s is te n t  w it h  th e  r e q u i r e ­
m e n ts  o f th e n a ti o n a l t r a n s p o r ta t io n  p o li c y .

T he sa m e  th in g  i s  t r u e  in  c o n n ec ti o n  w it h  th e  e x e r c is e  by  th e 
G e n e ra l S e rv ic e s  A d m in is tr a to r  o r  o th e r  e x e c u ti v e  d e p a r tm e n t 
o f f ic ia ls  o f th e  r ig h t  to  n e g o ti a te  w it h  c a r r i e r s  fo r  t r a n s p o r ta t io n  
s e r v ic e s  a t  r a te s  lo w e r th a n  th o se  s e t by r e g u la to r y  a g e n c ie s  fo r 
a p p li c a ti o n  to  th e  g e n e ra l  p u b li c . It  h a s  lo ng b e en  re c o g n iz e d  th a t 
t r a n s p o r ta t io n  c h a rg e s  m ay  be  u n re a s o n a b le  b e c a u se  o f b e in g  to o  
lo w , an d any  p o li c y  o f b a rg a in in g  fo r  r a t e s  o r  p la y in g  one c a r r i e r  
o ff  a g a in s t a n o th e r  w it h  th e  p r im a r y  o b je c ti v e  o f  g e tt in g  th e  lo w e s t 
p o s s ib le  t r a n s p o r ta t io n  r a te  w it hout r e g a r d  to  th e  c o n se q u e n c e s  fo r 
th e  c a r r i e r  is  p ro m o ti v e  o f d e s t r u c t iv e  c o m p e ti ti v e  p r a c t ic e s  an d 
f o s te r s  u n so u n d  eco n o m ic  co n d it io n s  in  t r a n s p o r ta t io n  c o n tr a r y  to  
th e  n a ti o n a l t r a n s p o r ta t io n  p o li c y .

A c c o rd in g ly , a ll  G o v e rn m en t a g e n c ie s  and  e x e c u ti v e  d e p a r t ­
m e n ts  a r e  a d m o n is h e d  to  p ay  fu ll  h e e d  to  th e  n a ti o n a l t r a n s p o r ta t io n  
p o li c y  in  th e i r  d e a li n g s  w it h  c a r r i e r s .
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(H.  R . 10 88 1)
P a g e s  10 - 11

T he c o m m it te e  r e c o m m e n d s  th a t th e  li m i ta t io n  fo r  p e r  d ie m  fo r 
in d iv id u a ls  be  in c r e a s e d  f ro m  $5 0 to  $1 00  p e r  d a y , a s  s p e c if ic a ll y  
a u th o r iz e d  by th e  P r e s id e n t  in  a ll o c a ti n g  h is  e m e rg e n c y  fu nds fo r  th is  
p u rp o s e . T he c o m m it te e  is  a d v is e d  th a t th e  d e n ia l of th is  a u th o r iz a ­
t io n  wou ld  r e n d e r  GS A u n a b le  to  co n ti n u e  to  su p p ly  a d eq u a te  te c h n ic a l 
e x p e r t s  in  su ch  r a te  p ro c e e d in g s .

The  G o v e rn m en t i s  v it a ll y  c o n c e rn e d  w it h  th e  d e v e lo p m e n t an d 
p r e s e r v a t io n  of a d eq u a te  n a ti o n w id e  t r a n s p o r ta t io n  an d  c o m m u n ic a ti o n s  
s y s te m s ,  a s  w e ll  a s  se e in g  to  it  th a t th e  c h a r g e s  fo r th e s e  s e r v ic e s  a r e  
ju s t  an d re a so n a b le  and  n o n d is c r im in a to ry . T h e se  o b je c ti v e s  o f th e  
G o v e rn m en t a r e  c le a r ly  s e t  fo r th  in  th e  T ra n s p o r ta t io n  A ct o f  1940  an d 
th e  C o m m u n ic a ti o n s  A ct  of 1934 . W hi le  th e s e  d e c la r a t io n s  o f p o li cy  by  
th e i r  t e r m s  a r e  d i r e c te d  p r im a r i ly  a t th e  e s ta b l is h m e n t  o f p r in c ip le s  
fo r  th e  g u id an ce  o f th e  I n te r s ta te  C o m m e rc e  C o m m is s io n  and  th e  
F e d e r a l  C o m m u n ic a ti o n s  C o m m is s io n , o th e r  a g e n c ie s  an d d e p a r tm e n ts  
o f th e  G o v e rn m en t sh o u ld  c a r r y  ou t th e i r  r e s p e c t iv e  fu n c ti o n s  in  su ch  a  
way  a s  to  be  c o n s is te n t  w it h  th e  o b je c ti v e s  o f  t h e s e  p o l ic ie s .

F o r  in s ta n c e , th e  A d m in is tr a to r  o f G e n e ra l S e rv ic e s  is  r e q u ir e d  
by  th e  F e d e r a l  P r o p e r ty  an d A d m in is tr a ti v e  S e rv ic e s  A c t to  p e p re s e n t  
e x ec u ti v e  a g e n c ie s  b e fo re  F e d e r a l  and  S ta te  r e g u la to ry  b o d ie s  in  p r o ­
c e e d in g s  in v o lv in g  t r a n s p o r ta t io n  and  o th e r  p u b li c  u ti li ty  s e r v ic e s  to  
th e e x te n t th a t he  d e te rm in e s  th a t so  doin g is  ad v an ta g e o u s  in  t e r m s  of 
e c o n o m y , e f f ic ie n c y , o r  s e r v ic e .  T he fa c t th a t  on e o f th e  gu id in g  
s ta n d a rd s  i s  "a d v a n ta g e o u s  in  t e r m s  o f e c o n o m y "  w ould  not r e q u ir e  
o p p o sit io n  to  p ro p o se d  g e n e ra l in c r e a s e s  in  r a t e s  o f c a r r i e r s  o r  
u t i l i t i e s  s im p ly  b e c a u se  su ch  in c r e a s e s  w ould  in c r e a s e  th e  c o s t o f 
o p e ra ti o n s  o f c e r ta in  G o v e rn m en t d e p a r tm e n ts .  O p p o sit io n  fo r su ch  
a r e a s o n  w ould  c o n s ti tu te  a  m is c o n c e p ti o n  o f d u ty , a  n a r ro w n e s s  of  
o u tl o o k , and  a  m is c o n s tr u c t io n  o f th e  in te n t o f C o n g re s s . E ff ic ie n c y  
an d p ro p e r  s e r v ic e  can n o t lo ng be  m a in ta in e d  by  c a r r i e r s  and  u t i l i t i e s  
u n le s s  th ey  a r e  a c c o rd e d  a r a te  s t r u c tu r e  th a t  w il l p ro v id e  th e m  w it h  
so und  c r e d i t  and  y ie ld  th em  a f a i r  r e tu r n .
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It is  th e re sp o n s ib il it y  an d fu nc tion  of  th e re g u la to ry  ag en cy  to  
a s s u re  th a t in c re a se s  so ug ht  by  c a r r ie r s  an d u ti li ti e s  re s u lt  in a fa ir  
re tu rn  an d no  m o re  th an  a fa ir  re tu rn . Th e re g u la to ry  ag en cy  b e a rs  
th e re sp o n sib il it y  fo r re g u la ti ng  th e ov e ra ll  le vel of  e a rn in g s  al lo w ab le  
to  a c a r r ie r  o r a u ti li ty  and th a t ag en cy  m akes su ch  in v es ti ga ti ons an d 
ad duce s su ch  ev id en ce a s  w il l en ab le  it  to d e te rm in e  th e  p ro p e r le ve l 
of ea rn in g6  to  m a in ta in  so un d c re d it , y ie ld  a fa ir  re tu rn , an d pro v id e  
ad eq ua te  s e rv ic e . No G over nm en t ag en cy  o r d e p a rt m e n t sh ou ld  op po se  
in c re a se s  re q u es te d  by  c a r r i e r s  or u ti li ti e s  m e re ly  b ecau se  th e re  m ay  
be  so m e ad van ta ge  "i n  te rm s  of  ec onom y, " becau se  u lt im ate ly  the 
ab il it y  of  th e G over nm en t it s e lf  t o re n d e r e ff ic ie n t se rv ic e  an d to  in ­
su re  ou r nati onal s e c u r it y  is  dep en de nt  upon  the m ain te nance  of  so un d 
and eff ic ie n t sy s te m s  of  tr a n sp o rt a ti o n , com m unic ati on , an d o th er 
u ti li ti e s .

In sh o r t,  a p ro p e r  in te rp re ta ti o n  of  the  s ta n d a rd s  of  th e F e d e ra l 
p ro p e r ty  an d A dm in is tr a ti v e  S erv ic es A ct  c a ll s  fo r a co u rs e  of co nd uc t 
in  connec tion  with  a p p ea ra n ces  befo re  th e re g u la to ry  bodie s an d in te r ­
ve ntions in  ra te  p ro ceed in gs befo re  su ch  bod ie s which  se eks to  a s s u re  
th a t no d is p ro p o rt io n a te  ra te  bu rd en  is  p la ce d  on  th e F e d e ra l G over n­
m en t an d th a t th e p a r ti c u la r  in te re s t an d re q u ir e m e n ts  of  th e G over n­
m en t as a co n su m er a re  m ad e kn ow n.  C ues tion  of  o v e ra ll  e a rn in g s , 
ra te  of  re tu rn , an d ad eq uac y of  se rv ic e  sh ould  be  le f t to  th e F e d e ra l 
and Sta te  re g u la to ry  agen c ie s,  a s  c le a r ly  in te nde d by  th e C ongre ss  an d 
th e St at e le g is la tu re s  when th e s ta tu te s  est ab li sh in g  th ese  agenc ie s 
w ere  p a sse d .

Th e com m it te e  has  th er ef or e p ro v id ed  th a t no  m on ey s a p p ro p r i­
a te d  by  th is  a c t sh all  be  ex pe nd ed  fo r re p re se n ta ti o n  of  execu ti ve  ag en ­
c ie s  in  p ro ceed in gs in vo lv in g c a r r i e r s  o r o th er pub lic u ti li ti e s  befo re  
F e d e ra l an d jt a te  re g u la to ry  b od ie s under  au th o ri ty  of  se c ti on  201 of  
th e a c t of  Ju ne  30 , 194 9, a s  am en ded (40 U .S .C .A . se c . 481) o r of  
se c ti on  303 of  t he  ac t of A ug us t 3, 1956 (P ub lic La w 96 8,  84 th  C o ng .) 
excep t to  p re v en t d is c ri m in a ti o n  a g a in s t th e exec utive agenc ie s by  an y 
c a r r i e r  o r pu bl ic  u ti li ty  in  th e m a tt e r  of s e rv ic e s , fa c il it ie s , o r 
c h a rg e s  a s  com pare d  w ith  o th er u s e r s  of  s im il a r  s e rv ic e s  o r fa c il i­
ti e s  of  t he  c a r r ie r  o r pu blic u ti li ty .
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___ Y COfTTROLLER GENERAL OP THE UNITED STATES

Washin gto n 25
8-102080

O ct.  19 , 1954
Mr. P . II. Sho emake r, Cha irman
Comm itte e on T ra n sp o rt a ti o n
Commiss ion on O rg an iz a ti o n  o f th e
E xec utive Er an ch  o f  th e  Governmen t
441 G S t r e e t ,  H. W.
Wash ing ton  25 , D. C,

Dear fi r.  Shoema ker;

R ef er en ce  i s  made to  your l e t t e r  o f Se ptem be r 9,  1954, con­
cern in g  th e  st a te m en t o f th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y , as  
con ta in ed  in  th e  I n t e r s ta te  Commerce A ct , and  th e  d is c u ss io n  of 
th a t  p o li c y  wh ich appea rs  in  a l e t t e r  from  th is  O ff ic e  to  th e  
A d m in is tr a to r o f G en er al  S e rv ic e s,  d a te d  A p ri l 13 , 1951,  E-1 02 08 0,  
and in  Se na te  R.epor t ilo , 2034 ,"o n th e  Su pp le m en ta l Appr'p- 
p r ia t io n  E i l l ,  1955 , H.R . 993 6, 83d Con gr es s,  2d S ess io n . A ft e r 
c a l l in g  a t te n t io n  to  th e se  m a tt e rs , you re q u e s t th e  op in io n  of 
t h i s  O ff ic e  on two s p e c if ic  q u e s ti o n s , w it h  an  ex p la n a ti o n  of 
th e  re as ons why th e  in d ic a te d  p o s it io n  i s  ta ken  by t h i s  O ff ic e , 
i f  su ch  q u e sti o n s  are  an sw ered  in  th e  a f f i r m a t iv e . Those 
q u e sti o n s  a re ;

"1 , Do t r a f f i c  ma nagers fo r  th e  F ed era l
Government hav e r e s p o n s ib i l i t i e s  un de r th e  n a ti o n a l 
t r a n s p o r ta ti o n  p o li c y  which  re q u ir e  th a t  th ey  c a rr y  
out t h e i r  d u t ie s  in  a manner d i f f e r e n t  from  th e  
manner in  wh ich  th ey  would a c t i f  th e  n a ti o n a l 
t r a n s p o r ta ti o n  p o li c y  d id  not e x is t?

"2 . Is  th e  fo ll o w in g  a re aso n ab le  in te rp re ­
t a t i o n  o f A ct in g C om ptroller  G en er al  Ya tes* p o s it io n ?

"• En fo rc em en t o f th e  n a ti o n a l t r a n s p o r ta ti o n  
p o li c y  i s  no t th e  fu n c ti o n  o f t r a f f i c  manag ers of th e  
fe d e ra l  go ve rn m en t.* "

Th ese q u e s ti o n s , in  th e  form  s ta te d ,  seem n e c e s s a r i ly  to  
pre su ppos e th a t  t r a f f i c  managers  fo r  th e  Government  a re  ch ar ge d 
w ith some du ty  to  enfo rc e  th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y  
so  d e c la re d . However , no e x p l i c i t  s t a tu to r y  p ro v is io n  im po sin g 
such  a du ty  upo n them ha s be en  fo un d and th e  c o n s id e ra ti o n  
giv en  th e  q u e sti o n  o f en fo rc in g  th e  p o li c y  in  dec id ed  co urt  
cas es  seems r a th e r  to  su pport  th e  vi ew  th a t  i t  was in te nded  to  
gu id e th e  o p e ra ti o n  o f re g u la to ry  b o d ie s , such  as th e  I n t e r s ta te  
Commerce Comm ission,  in  t h e i r  e f f o r t s  so  to  re g u la te  c a r r i e r s  
as  to  r e s u l t  in  th e  e s ta b li sh m en t o f an  ad eq ua te  and e f f i c ie n t  
t r a n s p o r ta ti o n  sy stem , f a i r  to  a l l  ty p es  o f re g u la te d  su rf a ce

71036 0 —61----- 81
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c a r r i e r s  and to  th e  g en era l p u b li c  as  w e ll . In  t h i s  con n ec ti o n , 
th e  T ra n sp o rt a ti o n  Act o f 1940 , 54 S t a t .  89 8,  89 2,  whi ch en ac te d  
th e n a ti o n a l t r a n s p o r ta ti o n  p o li c y  in  am end ing  th e  I n t e r s ta te  
Commerce A ct , d ec la re d  i t  to  be th e  p o li c y  o f  th e  Con gr es s" * * * 
to  pro v id e  fo r  f a i r  and  im p a r ti a l r e g u la ti o n  o f a l l  modes o f 
t r a n s p o r ta ti o n  su b je c t to  th e  p ro v is io n s  o f  t h i s  Ac t * * *"  
and  en um er ated  s p e c if ic  o b je c t iv e s , in  su b s ta n ce , as  fo llow s?

1 . To re co gn iz e  and  p re se rv e  th e  in h e re n t ad van ta ges  o f 
eac h mode o f t r a n s p o r ta ti o n .

2 . To pro mo te s a fe , adeq uate , ec onom ic al , and  e f f i c i e n t  
s e rv ic e .

3 . To f o s te r  sou nd econom ic co n d it io n s  in  t r a n s p o r ta ti o n  
and among th e  s e v e ra l c a r r i e r s .

4 . To en co ur ag e th e  e st ab li sh m en t and  m aint en an ce  o f 
re aso n ab le  char ges,  w it hout u n ju s t d is c r im in a ti o n s , 
undue p re fe re n ce s  o r u n fa ir  or  d e s tr u c ti v e  com pet ­
i t i v e  p r a c t ic e s .

5 .  To cooper at e w it h  duly  au th o ri zed  s t a t e  o f f i c i a l s .

6 . To en co ur ag e f a i r  wages and e q u it a b le  wo rk ing con­
d i ti o n s  in  th e  tr a n s p o r ta ti o n  in d u s tr y .

The c lo s in g  se n te nce o f th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y , as  
e n ac te d , re ad in g  "A ll  o f th e p ro v is io n s  o f t h i s  Ac t s h a l l  be 
a d m in is te re d  and  enfo rc ed  w it h  a vie w to  c a rr y in g  ou t th e  above 
d e c la ra t io n  of p o l ic y ,"  in d ic a te s  th a t  th e  s ta te d  p o li c y  i s  an 
i n te g r a l  p a r t  o f ea ch  o f th e  en su in g su b d iv is io n s , or  p a r t s ,  
o f th e  Act  and must be re ad  as  i f  w r it te n  s e p a ra te ly  in to  ea ch  
o f  th e  se v e ra l p a r t s .

The ro le  o f th e  n a ti o n a l tr a n s p o r ta ti o n  p o li c y  in  con nec ­
t io n  w ith d e te rm in a ti o n s  made by th e  I n t e r s ta te  Commerce Commission,  
ha s been th e  su b je c t o f  comment in  I n te r s ta te  Commerce Com mission 
v . In la nd  Waterways C orp ora ti on  319 U. S . 67 1, e s p e c ia l ly  th e  
d is s e n ti n g  op in io n o f  I t .  J u s t ic e  Black  a t  pa ge s 69 7- 70 3;  McLean 
Tru ck in g Company v . Uni ted S ta te s  321 U. S . 67 ; E as te rn  C en tr a l 
Moto r C arr i e r  As soc ia t io n  v . Unit ed S ta te s  321 U, S . 19 4,  and 
U hi ted S ta te s  v . P ennsy lv an ia  Rai lr o a d  Company, 323 U. S . 612, 
a l l  o f wh ich  d is c u ss  th e  p o li c y  in  more or l e s s  g e n e ra l te rm s and  
in  r e la t i o n  to  i t s  im pa ct  upon th e a c ti o n s  o f th e  I n t e r s ta te  
Commerce Com miss ion in  connec tion  w ith i t s  re g u la to ry  fu n c ti o n s  
and  d u t ie s .  Ho m en tio n i s  made in  any  o f th ese  cases o f  th e  
e f f e c t  o f th e  s t a te d  p o li c y  on th e a c ti o n s  o f members o f th e  o th e r
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administrative branches of the Government in their dealings with carriers, and while it does not appear that any action or operation of officials of other administrative branches of the Government were involved in those cases, they do not appear to afford any expression of obligation upon shippers generally in that connection which would serve as a guide or direction to Government officials in the discharge of their duties as traffic managers, *

When other departments or agencies of the Federal Govern­ment deal with the carriers, they represent the Government usually as a shipper or user of transportation services, and their rela­tionship to the carriers is comparable to the relationship of other shippers or users of such servicesto such carriers. A commercial shipper, upon locating or establishing a new plant or facility to manufacture or process a product, becomes con­cerned with the problem of ascertaining whether satisfactory rates are available via carriers by rail, motor, water, or other­wise, both on the raw materials inbound to, and the manufactured products outbound from, the new plant, and in undertaking to procure the establishment of such rates, if they are not avail­able. To this end negotiations may be undertaken with the carriers involved and if they are completed satisfactorily, the carriers ordinarily will initiate the necessary action to establish the proper rates by filing tariffs with the Interstate Commerce Com­mission, such tariff rates to become effective on statutory or other notice, subject to suspension or rejection for due cause by the Interstate Commerce Commission or other controlling regulatory body. Obviously the same process is available when a department or agency of the Federal Government initiates a 
new program authorized by the Congress, with the exception that if the negotiated rates are less than established tariff rates 
they may be made available in the form of "Section 22" tenders or quotations, rather than in the regularly published tariffs to be filed with the Interstate Commerce Commission,

As pointed out in the letter from this Office dated April 13, 1951, B-102080, to the General Services Administrator, it is difficult to understand how a Government traffic manager, engaged primarily in the procurement of transportation services, properly can give effect, in his day-to-day dealings with the carriers, to the provisions of the national transportation policy which require for their implementation consideration of such variable factors 
as the reasonableness of charges, the maintenance of sound eco­nomic relations in transportation and among the carriers, the prevention of unjust discrimination and destructive competitive practices —  all as they may be affected by the particular trans­portation services which it is the function of the traffic manager to procure. The traffic manager ordinarily does not have readily available the vast amount of data concerning the financial
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s tru c tu re  of th e  c a r r i e r s ,  th e i r  co s ts  o f o p e ra ti o n s , th e  val ue 
o f t h e i r  p la n t and eq ui pm en t, th e e x te n t o f t h e i r  o p e ra ti o n s , 
th e i r  c u rr e n t earn in g  p o s i t io n , and  many o th e r m a tt e rs  th a t  seem 
p e r ti n e n t to  th e  p ro per en fo rcem en t o f th e  n a ti o n a l  t r a n s p o r ta ti o n  
p o li c y . What m ight  seem  to  one t r a f f i c  manag er o r to  one s e t  o f 
t r a f f i c  ma na ge rs as c o n tr ib u ti n g  to  "sou nd  econom ic c o n d it io n s 
in  t r a n s p o r ta ti o n "  or  as c o n s t it u t in g  '‘un ju s t d is c r im in a ti o n "  or  
" d e s tr u c ti v e  co m p e ti ti v e  p ra c t ic e s "  m ight  seem  to  ano th er t r a f f i c  
manager or  ano th er s e t  o f t r a f f i c  manag ers as c o n s t it u t in g  
n e it h e r  an  u n ju s t o is c r im in a ti o n , no r a d e s t ru c t iv e  com peti ti ve  
p ra c t ic e , no r as  c o n tr ib u ti n g  to  unsoun d econom ic co n d it io n s  in  
t r a n s p o r ta ti o n . The q u esti o n  as  to  wha t c o n s t i tu te s  an u n ju s t 
d is c r im in a ti o n  or  a d e s tr u c ti v e  co m peti ti ve  p r a c t ic e  must be 
det er m in ed  in  th e  l ig h t  of th e  p e r ti n e n t su rr ound in g  f a c t s  in  
p a r t ic u la r  s i t u a t i o n s .  In  o rd er th a t  th e  pr im e o b je c ti v e s  of 
th e  I n t e r s ta te  Commerce Ac t a g a in s t u n ju s t d is c r im in a ti o n , 
un re aso n ab le n ess , e t c . ,  may be a tt a in e d  u n if o rm a ll y  in  i t s  ad­
m in is t r a ti o n , th e  c o u rt s  g e n e ra ll y  have  re q u ir e d  th a t  su ch  m a tt e rs , 
c o n s t it u t in g  a d m in is tr a ti v e  q u e s ti o n s , be consi d ere d  as  p r im a ril y  
w it h in  th e  j u r i s d ic t io n  of th e  I n t e r s ta te  Commerce Commission 
fo r  d e te rm in a ti o n , in  th e  l ig h t  o f th e  p a r t ic u la r  f a c ts  and  
c ir cum st an ces  in vo lv ed . I t  i s  b e li ev ed  to  be expec ti ng  to o  
much to  assu me th a t  t r a f f i c  ma nagers fo r  th e  Go vernm ent , o p e ra ti n g  
in  th e  w id el y  u n re la te d  f i e ld s  in  wh ich  th e  v a ri o u s  de par tm en ts  
o f th e  Government  hav e need  fo r t r a n s p o r ta ti o n  s e rv ic e s , p e c u li a r  
to  t h e i r  in d iv id u a l re q u ir em en ts , would  a t t a in  anyth in g le s s  th an  
ch aos in  th e  acc ep ta nce  or r e je c t io n  o f  r a t e  te n d e rs , i f  th e  
t r a f f i c  manag ers a re  supp osed  to  giv e e f f e c t  to  t h e i r  in d iv id u a l 
id eas o f wha t th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y  r e q u ir e s  in  
r e la t io n  to  th e  p a r t ic u la r  s e rv ic e s , wh ich  i t  i s  t h e i r  fu n c ti o n  
or  duty  to  p ro cu re .

The d is c u ss io n  o f th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y  con­
ta in e d  in  Sen at e Rep or t Jo . 2034 on th e Su pp le m en ta l A pp ro pr ia ­
t io n  B i l l ,  19 55 , ha s been  c a re fu ll y  n o te d  and co n sid e re d . The 
q u e s ti o n  o f Gov ernment ap pea ra nce s in  connec ti on  w it h  r a te  in ­
c re a se  p ro p o sa ls  was d is cu ssed  in  te st im ony  be fo re  th e  Sen at e 
Comm itte e on A p p ro p ri a ti o n s by iJ r.  Edmund F,  ,’la nsu re , A d m in is tr a to r 
o f th e  G en er al  S e rv ic es A d m in is tr a ti o n , du ring , h ea ri n g s  on 
H.R, 99 36 . I t .  iia ns ur e was q u est io n ed  by th e  Com mit tee  w it h  
re s p e c t to  th e  ap pe ar an ce  o f pers onnel o f th e  G en er al  S e rv ic es 
A d m in is tr a ti o n  befo re  th e  I n t e r s ta te  Commerce Com miss ion and 
o th e r re g u la to ry  bodie s in  o p p o s it io n  to  gen era l r a te  in c re a se s  
so ught by th e  c a r r i e r s  or  u t i l i t i e s ,  and was as ke d to  e x p la in  
th e  a u th o r i ty  fo r  su ch  a c t i v i t i e s ,  i ir . i in su re  r e p li e d  th a t  
su ch  ap pea ra nces  were  a u th o ri ze d  and  re q u ir e d  by th e  p ro v is io n s  
o f p ara g ra ph  (4 ) , s e c ti o n  201 (a ) o f  th e  Federa l P ro p e rt y  and 
A d m in is tr a ti v e  S e rv ic es Ac t o f 1949 , P u b li c  Law 152, 81 st  C on gr es s,
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and he was gra nte d pe rm iss ion by the Committee to  fu rn is h  sub­
sequ en tly  a more complete ex pla na tio n o f such a c t iv it ie s  by the 
personne l o f h is  agency. See, in  th is  co nn ec tion,  pages 945 to  
949 o f the Report o f Hearings be fore  the Senate Committee on 
App ro pria tio ns  on the  Supplem ental A ppro priatio n F i l l ,  1955,
H.R.  9936. In  the  m ate ri a l thu s fu rn is hed, i t  was ex plaine d 
th a t sinc e the  Government is  one o f the la rg es t— i f  no t the  
la rg e s t— sin g le  user o f tr ansp o rt a ti o n  and u t i l i t i e s  serv ic es,  
i t  was deemed r ig h t  and pro per th a t i t  be represen ted at pro ­
ceedings be fore the  re gu la to ry  bodies du rin g the  co nsidera tio n 
o f req ue sts  fo r  ge ne ra l increases in  ra te s and cha rge s, so 
th a t i t  co uld fu rn is h  a pro per eva lu ation o f the  e ff e c t o f such 
ge ne ra l increases upon i t s  co sts in  connec tion w it h  fu tu re  pro ­
curement programs. In  ot her  words, the Government as a sh ipp er 
or  user o f the se rv ice shou ld have ’’i t s  day in  cou rt ”  alo ng  w ith  
ot he r sh ippe rs  and users,  and where proposed increases were con­
side re d excessive  i t  d id  no t seem improper fo r  the Government 
to  oppose the gra nt in g o f the ge ne ra l increases sought by the  
c a rr ie r  or  u t i l i t y .  Th is po s it io n  appears h ig h ly  lo g ic a l and in  
keeping w it h  the terms and pro vis io ns o f the c it e d  Fe de ra l Prop­
e rty  and A dm in is tr a tive  Se rv ice s Ac t o f 1949, The General 
Accounting O ff ic e  is  w ith ou t in fo rm ation  war rant ing a co nc lusion  
th a t opposit io n by Government agencies to  proposed ge ne ra l in ­
creases in  ra te s has been undertaken  s o le ly  because such increa se s,  
i f  made e ff e c ti v e , would increa se  the co st  o f Government opera­
ti o n s , tho ugh, o f cou rse, i t  agrees th a t such proposed increases 
sho uld  no t be opposed so le ly  to  acc om plish a savin g o f appro ­
p ri a te d  fun ds ava ilab le  to  the sev era l departm ents and agencies.
The occasio n fo r ,  and the ex te nt  o f,  the opposit io n by Govern­
ment perso nnel to  req ue sts  fo r  ge ne ra l inc reas es  would  seem to  
be a mat te r fo r  the ex ercis e o f sound, in fo rm ed , adm in is tr a ti ve  
judgment in  in d iv id u a l cases. Abuses o f d is c re ti o n  in  any case 
w i l l  no doubt be pro perly ad justed  when brought to  the a tt e n ti o n  
o f the resp on sibl e o f f ic ia ls  in  the departm ents or agencies 
in volv ed. The General Accou ntin g O ff ic e  agree s, a ls o, th a t the 
ba rgaining  fo r  ra te s or the  p la yin g o f f  o f one c a rr ie r  ag ains t 
another by Government pr oc ur ing o f f ic ia ls ,  where i t  is  known 
to  the Government negotiato rs  th a t such proced ure is  destructi ve  
o f the a b i l i t y  o f the  competing c a rr ie rs  to  fu n c ti o n , is  no t 
ju s t i f ie d .  I t  is  no t und ers tood, however, how adm in is tra tive  
o f f ic ia ls  o f the  Government can assume to  de termine th a t ra te s 
v o lu n ta r il y  ten dered  by the  ca rr ie rs  shou ld be re je c te d  because, 
in  the op in io n o f Government perso nnel in volv ed, the ra te s may 
no t be s u f f ic ie n t ly  prod uc tiv e o f p ro fi ta b le  revenue.

In  vie w o f what has been sa id  above , the answer to  the  f i r s t  
s p e c if ic  qu es tio n on page 2 o f your le t te r  is  th a t the req uirem en ts 
o f the na tiona l tr ansp o rt a tio n  p o licy  are  be lie ve d to  be too compre­
hensive  and in d e fi n it e  to  pe rm it any s a ti s fa c to ry  a p p lica tio n  by
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t r a f f i c  ma nager s fo r  th e  Government  in  th e  d is ch arg e  o f t h e i r  
fu n c ti o n  in  p ro curi ng  t r a n s p o r ta ti o n  s e rv ic e s . With re sp e c t 
to  th e  seco nd  q u e s ti o n , you  a re  adv is ed  th a t  i t  was and i s  th e  
co n si dere d  o p in io n  o f  th e  G en er al  Acc ou nt ing O ff ic e  th a t  t r a f f i c  
man ag ers o f th e  F ed era l Government  are  not ch ar ge d d i r e c t l y  w ith 
r e s p o n s ib i l i ty  fo r  th e  en fo rc em en t o f th e  n a ti o n a l  t r a n s p o r ta ­
t io n  p o li c y  and  th a t  any a tt em p t on th e i r  p a r t to  g iv e  i t  e f f e c t  
in  p ro cu ri n g  se rv ic e s  a t  pro per  r a te s  fo r  th e  Governm ent  would 
r e s u l t  in  u n c e r ta in ty  and  confu si on  in  th e  aw ard  o f  Government  
b u s in e ss , w it h  un d ers ta n d ab le  p ro te s t and o b je c ti o n  from  th e  
c a r r i e r  or  c a r r i e r s  te n d e rin g  re je c te d  lower  r a t e s .

C onsi der in g now your re fe re n c e  p a r t i c u l a r ly  to  th e  l a s t  
par ag ra ph and l a s t  se n te nce  o f  th e  l e t t e r  o f A p ril  13 , 1951, 
fro m fo rm er  Act in g C om ptr oll er  G en er al  Yat es  to  th e A d m in is tr a to r 
o f Gen er al  S e rv ic e s , i t  i s  pr oper  to  c a l l  a t t e n t io n  to  th e  f a c t ,  
as  s ta te d  in  th e  f i r s t  para gra ph o f th a t  l e t t e r ,  th a t  i t  was 
w r it te n  in  re sp onse  to  a re q u es t fro m th e  ad d re ss ee  fo r  re vie w  
o f a pr op os ed  r e g u la ti o n  and fo r  ad vic e "a s to  concu rr en ce  or  
recommen da tio ns  fo r  ch an ge s and  im pro veme nts  t h e r e in . "  I t  was 
in  th e  l ig h t  o f  th e  re q u e s t so  made th a t  th e  l e t t e r  o f A p ri l 13,  
1951, v/as w r i t te n . The conclu si on  expre ss ed  in  th a t  l e t t e r  w ith 
re sp e c t to  th e  e f f e c t  o f th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y  i s  
co n si dere d  pro per  and w il l  be giv en  e f f e c t  by t h i s  O ff ic e  in  th e  
a u d it  and se tt le m e n t o f t r a n s p o r ta ti o n  acco u n ts . Ap plying  th a t  
co n c lu si on  t h i s  O ff ic e  w i l l  en de av or  to  se e  th a t  paym ents made 
fo r  s e rv ic e s  pro cure d  a t  re du ce d r a te s  a re  au d it e d  in  co nfo rm ity 
w it h  th e  re du ce d r a te s  te n d e re d  and  a ccep te d . I t  w i l l  not as ­
sume to  pass  upon any  q u e s ti o n  as  to  whe th er  th e  r a te s  a re  s o ’, 
te ndere d  a re  or  a re  not in  co nfo rm ity w it h  th e  d e c la ra t io n s  o f 
n a ti o n a l t r a n s p o r ta ti o n  p o li c y  fo r  th e  re aso n  th a t  i t  co n si d ers  
th a t  th e  d e te rm in a ti o n  o f  any  such  q u esti o n  r e q u ir e s  a co nsi d­
e ra t io n  o f ex te n siv e  p e r ti n e n t f a c to r s  fo r  th e  e v a lu a ti o n  of 
which  i t  do es  no t hav e th e  necess a ry  f a c i l i t i e s ,  and fo r  th e 
fu r th e r  re as on  th a t  i t  do es  not hav e a u th o r i ty  f i n a l l y  to  r e ­
so lv e  any  q u e s ti o n  o f  t ra n s g re s s io n  o f th e  n a ti o n a l  tr a n s p o r ta ­
t io n  p o li c y  th a t  may be in vo lv ed . I f  ag g ri eved  c a r r i e r s  who 
consi der th em se lv es  un w ar ra nt ed  v ic ti m s o f a d is re g a rd  o f  th e  
n a ti o n a l t r a n s p o r ta ti o n  p o li c y , n o tw it h s ta n d in g  th a t  th e  award 
o f th e  Government  b u si n e ss  by re aso n  o f wh ich  th ey  may consi der  
th em se lv es  aggri eved  was made purs uan t to  s p e c if ic  s ta tu to r y  
a u th o r i ty  fo r  them to  fu rn is h  t r a n s p o r ta ti o n  f o r  th e  U ni te d 
S ta te s  a t  f r e e  or re duce d r a te s ,  e le c t  to  c o n te s t th e  assu med
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vi ol at io n,  th is  Off ice  consid ers that their protests  or objec­
tio ns  can be resolved fi n all y  and au th or ita tiv ely only by a 
reference of the question to the In terstate  Commerce Commission 
or the cou rts .

Sin cer ely  yours,

/ s /  E. L. Pisher 
Acting Comptroller General 
of  the United States
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The  A d m in is tr a to r o f G en er al  S e rv ic es

Gen er al  S e rv ic es A d m in is tr a ti o n

My dea r H r,  A d m in is tr a to r:

R ef er en ce  i s  made to  yo ur  l e t t e r  d a te d  March 9,  1951 , fu rn is h ­

in g co p ie s o f  a prop os ed  "PERSONAL PROPERTY MANAGEMENT REGULATION" 

to  be is su ed  by yo ur  o f f ic e  on th e  su b je c t o f 'T ra n s p o r ta ti o n  

and  T ra f f ic  Ma nageme nt, " desi gned , as  s ta te d  in  th e  m en tio ne d 

l e t t e r ,  " to  e f f e c t  economy and  e f f ic ie n c y  in  th e  t ra n s p o r ta ­

ti o n  o f Government p ro p e rt y , in c lu d in g  th e  pr oc ur em en t of 

t r a f f i c  in fo rm a ti o n , r a t e s  and  s e r v ic e s ."  Your o f f ic e  re q u e s ts  

th a t  t h i s  O ff ic e  re v ie w  th e  docume nt and f u rn is h  ad v ic e  as to  

concu rr en ce  or rec om men da tio ns  fo r  ch an ge s or  impro veme nts  

th e r e in .

As in d ic a te d  in  you r l e t t e r ,  s e c ti o n  201 of th e  F edera l 

P ro p e rt y  and A d m in is tr a ti v e  S e rv ic e s Ac t o f  1949 , P u b li c  Law 

152, 81st  C on gr es s,  p ro v id es  th a t  th e  A d m in is tr a to r s h a l l  to  

th e  e x te n t th a t  he de te rm in es  i t  i s  ad van ta geo us to  th e  Govern­

ment in  te rm s o f  economy, e f f ic ie n c y , or s e rv ic e , "p re sc r ib e  

p o l ic ie s  and me tho ds o f pr oc ur em en t an d su pply  o f pe rs o n al 

p ro p e rt y  and nonper so nal  s e rv ic e s , in c lu d in g  * * * t r a n s ­

p o r ta t io n  and t r a f f i c  man ag em en t."  T h is  i s  c o n s is te n t a ls o  

w ith th e  d e c la ra ti o n  o f p o li c y  co n ta in ed  in  s e c ti o n  2 o f  sa id  

a c t .  The p re sen t pr op os ed  re g u la ti o n  appea rs  to  be a s te p  in
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th e  d i r e c t io n  o f  sy s te m a ti c  and co o rd in a te d  pro cedure s in  

th e  pr oc ur em en t o f  t r a n s p o r ta ti o n  s e rv ic e s  and g e n e ra ll y  

sh ould  pro mo te o rd e r ly  im provem ents and e f f e c ti v e n e s s  in  

p ra c ti c e s  cover in g  th e  t r a n s p o r ta ti o n  o f Gover nm ent  pro p­

e r ty .  Any p ro p o sa l wh ich co nte m pla te s economy an d e f f i ­

c ie ncy  in  Government  t r a n s p o r ta ti o n  and t r a f f i c  manag ement , 

as  in  t h i s  in s ta n c e , i f  p ro p e rl y  managed  and obse rv ed , sh ould  

r e s u l t  in  th e  c o n se rv a ti o n  o f  p u b li c  fu nds a p p ro p ri a te d  fo r  

th a t  purp ose .

G iv in g c o n s id e ra ti o n  to  p a r t i c u la r  p ro v is io n s  o f  th e  

pr op os ed  r e g u la ti o n , i t  i s  b e li e v ed  th a t  th e  a d d it io n  o f  a 

re qu ir em en t in  para gra ph 4 fo r  show ing  car num ber and i n i ­

t i a l s  o f c a rs  in volv ed  in  ca rl o ad  sh ip m en ts  would  c o n tr ib u te  

to  d e f in i te n e s s , p a r t i c u l a r ly  in  in s ta n c e s  in  wh ich  sh ip ­

men ts may move un de r co mmercial  b i l l s  o f  la d in g . I t  seems 

p o s s ib le  a ls o  th a t  a d m in is tr a ti v e  ag en c ie s wou ld be a id ed  

in  t h e i r  fu n c ti o n in g  un de r t h i s  para gra ph  i f  re q u ir e d  to  

r e t a in  a cop y o f  ea ch  b i l l  o f la d in g  fo r  a s ta te d  p e ri o d  o f , 

sa y , n o t le s s  th an  th re e  y e a rs .

Con ce rn in g it em  5 , i t  i s  no te d  th a t  th e  word  " r e c u r r in g ," 

in  th e  t h i r d  l in e  o f  t h i s  it em , may be  su b je c t to  d i f f e r e n t  

i n te r p r e t a t i o n s .  I t  may be ad v is ab le  to  sp e c if y  th e  number 

o f c a rl o ad  o r tr u c k lo a d  movem ents w it h in  a d e f in i t e  p e ri o d
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o f  ti m e , a s , fo r  ex am ple, 10 or more ca rl o ad  or  tr u c k lo a d  

movements w it h in  any s in g le  mon th . Th ere ha s be en  an  urg en t 

ne ed  fo r  a program  o f th e  ty pe co n te m pla te d , to  a f fo rd  th e  

Gov ernment a sou nd  b a s is  fo r  i n i t i a t i o n  o f pro per  p ro cee d in gs 

be fo re  re g u la to ry  bodie s or  o th e r  a c ti o n  se ek in g  fa v o ra b le  

ad ju st m en ts  in  a p p li c a b le  f r e ig h t  r a te s  and  char ges or  

m o d if ic a ti o n  of unre as onable  t a r i f f  req u ir em en ts .

I t  i s  n o te d  th a t  it em  6 (a ) makes  s p e c if ic  re fe re n c e  to

s e c ti o n  22 o f th e  I n t e r s t a te  Commerce A ct , as  to  i n t e r s t a t e  

movem ents, and to  co mpa rabl e p ro v is io n s  o f  s t a t e  re g u la to ry  

la w s,  as  to  i n t r a s t a t e  movem ents. To b ri n g  a t t e n t i o n  to  th e  

a v a i l a b i l i t y  o f o th e r  t r a n s p o r ta ti o n  ag en c ie s a u th o riz e d  to  

c a rr y  Governm ent f r e ig h t  f r e e  or  a t  re duce d r a t e s ,  i t  i s  

su gges te d  th a t  item  6 (a ) migh t w ell  in c lu d e  a ls o  a r e f e r ­

en ce  to  49 U .S .C . 3 17(b ),  90 6 (c ),  100 6 (c ),  and  a g en era l 

re fe re n c e  to  s im il a r  p ro v is io n s  in  s t a t e  re g u la to ry  la w s,  

p e r ta in in g  to  mo tor  common c a r r i e r s ,  w at er  common c a r r i e r s ,  

and f r e ig h t  fo rw a rd ers , r e s p e c t iv e ly .

In  connec ti on  w it h  ite m  5(d ) i t  may be  obse rv ed  th a t  

pro mpt n o t i f i c a t io n ,  to  t h i s  O ff ic e , o f  ch an ge s c re a te d  

by ag reem en t be tw een Governmen t agen c ie s and c a r r i e r s  a f­

fo rd in g  th e  Government  lo w e r - th a n - ta r i f f  r a t e s ,  or  r a te s  

and  s e rv ic e s  no t a u th o ri zed  in  p u b li sh ed  t a r i f f s ,  i s  e s s e n t ia l
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to the full protection of the Government's interest in the 
audit of carriers* bills by the General Accounting Office. 
Accordingly, it would assist in the orderly examination of 
affected transportation accounts and tend to minimize dis­
ruption of the audit program conducted by this Office, if 
item 6(d) may be amended to embody a direction that a signed 
copy of any quotation or concession in the matter of rates 
or services, or, if no such signed tender results, then copies 
of the forms designated as Appendix A and Appendix B, be 
forwarded directly, and promptly upon signing, to the General 
Accounting Office, wherever the negotiations result in a 
concession or accepted quotation.

Since the proposed regulation has for its indicated 
purpbse the effectuation of economy and efficiency in the 
transportation of Government property, being consistent in 
this respect with the general purpose of section 201 of the 
Federal Property and Administrative Services Act of 1949 
and with the imperative need for prudent and efficient appli­
cation of appropriated moneys to the payment of the considerable 
transportation bill annually incurred by the Government, the 
purport of item 6(f), if intended to serve as an inviolate 
rule for the guidance of public officials responsibility for the 
transportation activities of the Government, seems likely to
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i n je c t  co n s id e ra ti o n s  wh ich be ca us e o f th e i r  g e n e r a l i t i e s  may 

re n d er n e g o ti a ti n g  o p e ra ti o n s  so  u n c e r ta in  as  to  p re c lu d e  th e  

Government  fro m advan ta ges,  to  which , un de r o th e r  p ro v is io n s  

o f  th e  a c t , as  co n st ru ed  by th e  c o u r ts , i t  co uld  become e n t i t l e d  

th ro ugh  f r e e  n e g o ti a ti o n . Sai d ite m  6 (f)  a p p a re n tl y  re q u ir e s  

ex ecu ti v e  ag en c ie s,  in c lu d in g  th e  G en er al  S e rv ic e s  A dm in is tr a­

t io n ,  in  t h e i r  fu n c ti o n  o f n e g o ti a ti o n , t o  obse rv e th e  s t a te ­

men t o f th e  n a ti o n a l t r a n s p o r ta ti o n  p o li c y  en u n cia te d  in  th e  

T ra n sp o rt a ti o n  Act o f  19 40 , 54 S t a t .  898, 899, as  a c o n tr o ll in g  

el em en t in  th e  d e te rm in a ti o n  of th e  p ro p r ie ty  o f  "n e g o ti a ti o n s  

f o r ,  and th e  u n s o l ic i te d  te n d er by c a r r i e r s  o f , s p e c ia l  r a t e s ,  

and s e r v ic e s ."  The p e r ti n e n t p ro v is io n  o f th e  law wh ich  pre ­

ce de s p a r t 1 o f th e  I n t e r s ta te  Commerce A ct,  s t a t e s :

" I t  i s  her eb y d e c la re d  to  be th e  n a ti o n a l t r a n s p o r ta ti o n  
p o li c y  o f th e  Co ng re ss  to  pro vid e fo r  f a i r  and im p a r ti a l re gu ­
la t io n  o f a l l  modes o f t r a n s p o r ta ti o n  s u b je c t to  th e  p ro v is io n s  
o f t h i s  A ct , so  ad m in is te re d  as  to  re co g n iz e  an d p re se rv e  th e  
in h ere n t ad van ta ges  o f  ea ch ; to  * * * f o s te r  so un d econom ic 
co n d it io n s in  tr a n s p o r ta ti o n  and  among th e  s e v e ra l c a r r i e r s ;  
to  en co ur ag e th e  e s ta b li sh m en t and  m ai nt en an ce  o f  re aso n ab le  
ch ar ges  fo r  t r a n s p o r ta ti o n  s e rv ic e s , w it hout u n ju s t d is c ri m i­
n a ti o n s , undue  p re fe re n ce s  or advan ta ges,  or  u n fa ir  or  de s­
t r u c t iv e  co m p e ti ti v e  p ra c t ic e s  * *

T his  p ro v is io n  o f th e  law amended th e  I n t e r s t a te  Commerce

A ct , c h ap te rs  1,  8,  12,  and  13 o f  49 U .S .C .,  wh ich r e la te  to  

th e  r e g u la ti o n  o f  c a r r i e r s  by r a i l r o a d ,  by moto r v e h ic le , and  

by w ate r,  and f r e ig h t  fo rw ard ers , r e s p e c t iv e ly . Im pl em en ta tion
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of th e  n a ti o n a l  t r a n s p o r ta ti o n  p o li c y  as  here  s e t  f o r th  ap pea rs  

to  be e n tr u s te d  to  th e  care  and management o f th e  I n t e r s ta te

Commerce Com mission  wh ich  i s  p e c u l ia r ly  equip ped  and  ha s or  can 

as se mble and  exam ine  co mpr eh en sive  d a ta  and in fo rm a ti o n  nec es ­

sa ry  to  g iv e  p ro per e f f e c t  to  t h i s  p o li c y . In  t h i s  connec ti on  

i t  i s  no te d  th a t  th e  Supreme Cou rt  o f th e  U nited  S ta te s  ha s 

c h a ra c te r iz e d  th e  n a ti o n a l  t r a n s p o r ta ti o n  p o li c y  a s  th e  "Com­

m is s io n 's  gu id e to  't h e  p u b li c  i n t e r e s t .* "  See  McLean Tru ck in g 

Co. v . Uni te d S t a te s , 321 U .S . 67 , 82 , where  i t  i s  s t a te d ;

”* * * Tha t p o li c y , wh ich  i s  th e  Com mission 's gu id e to  
't h e  p u b li c  in te re s t*  * * * demands  th a t  a l l  modes o f t r a n s ­
p o r ta t io n  su b je c t to  th e  p ro v is io n s  o f th e  I n t e r s t a te  Commerce 
Ac t be so  re g u la te d  as to  'r e c o g n iz e  and p re se rv e  th e  in h e re n t 
advan ta ges  o f ea ch ; to  prom ote  s a fe , adequate , ec onom ic al , and 
e f f i c i e n t  se rv ic e  and  f o s t e r  soun d eco nomi c c o n d it io n s  in  t r a n s ­
p o r ta t io n  and  among th e  s e v e ra l c a r r i e r s  * *

And in  I .C .C , v . P a rk e r , 326 U. S.  60 , 66 , i t  i s  s t a te d  th a t  th e  

d e c la ra t io n  o f th e  n a ti o n a l  t r a n s p o r ta ti o n  p o li c y  " re q u ir e s  

a d m in is tr a ti o n  so  as  to  p re se rv e  th e  in h e re n t advan ta ges  o f 

ea ch  me tho d o f  t ra n s p o r ta ti o n "  and th a t  "t h e  s o lu t io n  l i e s  in  

th e  ba la n cin g  by th e  Com miss ion o f th e  p u b li c  i n te r e s t s  in  th e  

d i f f e r e n t  ty p es o f c a r r i e r s  w it h  due  re g a rd  to  th e  d e c la re d  

purp ose s o f C ongre ss ."  (U nder sc ori ng  su p p li e d .)

I t  i s  d i f f i c u l t  to  u nders ta nd  how sh ip p in g  or  p ro cu ri n g  

o f f i c e r s  o f  th e  Go vernme nt,  not hav in g a v a il a b le  to  them  th e  

d e ta i le d  f a c t s  norm al ly  pr od uc ed  b e fo re , or a v a i la b le  to ,  th e
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re g u la to ry  b o d ie s , and not en jo y in g  o rd in a r i ly  th e  br oa d p e r­

sp e c ti v e  which  th ose  bodie s a cq u ir e  th ro ugh th e i r  co mpr eh en sive  

st u d y  o f r e la te d  t r a n s p o r ta ti o n  f a c i l i t i e s ,  ca n be ex pec te d  

ad eq u a te ly  to  bala nce  and  ap p ly  th e  fa c to r s  in h e re n t in  th e  

a p p li c a t io n  o f th e  s ta te d  p o li c y  or how th ey  ca n, w it h  any 

de gr ee  o f u n if o rm it y  and c e r t a in ty ,  go ve rn  t h e i r  accep ta nce  or  

r e je c t io n  of te n d e rs  by c a r r i e r s  p r im a r il y  th ro ugh a tt em pte d  

ob se rv an ce  o f th e  el em en ts  o f such  p o li c y . The st a te m en t o f th e  

n a ti o n a l t r a n s p o r ta ti o n  p o li c y  in  th e  I n t e r s t a te  Commerce Act  

makes  no re fe re n c e  to  se c ti o n  22 , or  to  s im il a r  ex em pt ing pro ­

v is io n s  which  sa n c ti o n  t r a n s p o r ta ti o n  pe rfor m ed  fo r  th e  Gov ern­

ment f r e e  or  a t  re duce d r a te s ,  and  n e it h e r  se c ti o n  22 no r o th er 

s im il a r  p ro v is io n s  have  been amended to  in d ic a te  th a t  an o b li ­

g a ti o n  i s  im posed  on Governm ent sh ip p in g  o f f i c e r s  to  co n d it io n  

t h e i r  accep ta nce  or  r e je c t io n  o f any  te n d er o f  se rv ic e  f re e  

or  a t  re duce d r a te s  be ca us e o f a c o n s id e ra ti o n  o f  th e  n a ti o n a l 

t r a n s p o r ta ti o n  p o li c y . On th e  c o n tr a ry  s e c ti o n  22 o f th e  a c t 

seem s to  have  be en  vie we d as  making i t  incumbe nt  upon Gov ern­

ment sh ip p in g  o f f i c e r s  to  o b ta in  and accep t te n d e rs  o f  r e l i a b l e  

c a r r i e r s  where  i t  i s  e s ta b li s h e d  th a t  su ch  a c ti o n  w i l l  r e s u l t  

in  re duce d t r a n s n o r ta ti o n  c o s t w it hout s a c r i f i c e  o f e f f ic ie n c y . 

In  t h i s  connec tion  i t  i s  no te d  th a t  as  re c e n tl y  as  1944, th e 

Supreme Cou rt  o f th e  U nit ed  S ta te s , in  co n si d e ri n g  o p e ra ti o n s
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un de r an  ag reem en t made in  purs uan ce  o f  s a id  s e c ti o n  22 , s t a te d  

in  South er n Rai lw ay  Company v . U nited  S t a te s , 322  U .S . 72 , 77 j 

"We must assum e th a t  th e  c o n tr a c ti n g  o f f i c e r s  fo r  th e  U nited  

S ta te s  dr ov e as p ro v id en t a b a rg a in  as  a re ad in g  o f  th e  agre e­

ment f a i r l y  p e rm its ,"  I t  i s  b e li e v e d , th e r e f o r e ,  th a t  th e  

e f f e c t  o f it em  6( b) in  th e pr op os ed  re g u la ti o n , r e l a t i n g  to  

"N at io nal T ra n sp o rt a ti o n  P o li c y " would  be to  impose an unwar­

ra n te d  bu rd en  upo n in te r e s te d  Government  ag en c ie s in  t h e i r  ne­

g o t ia t io n s  fo r  re duce d r a te s  and th a t  i t  may p re ju d ic e  th e  

r ig h ts  of th e  U nit ed  S ta te s  to  b e n e f i ts  te n d e re d  or  a v a il a b le  

to  i t  un de r s p e c if ic  s t a tu to r y  enac tm en ts . So f a r  as  th e  

m a tt e r may be fo r  o f f i c i a l  c o n s id e ra ti o n  by t h i s  O ff ic e  in  

co nnec ti on  w it h  th e  a u d it  o f  sa id  acc oun ts  or  o th e rw is e , i t  i s  

c o n sid e re d  n ecess a ry  th a t  th e  v a l i d i ty  and e f f e c t  o f  re duce d

r a t e  te n d e rs  or o th e r concess io ns o f fe re d  th e  Governm ent  un de r

th e  p ro v is io n s  o f  s e c ti o n  22 o f  th e  I n t e r s t a te  Commerce A ct , 

and co mpa rable p ro v is io n s  r e la t in g  to  t r a n s p o r ta t io n  f a c i l i t i e s  

o th e r  th an  ra il w a y s , be dete rm in ed  in d ependen tl y  o f th e  p ro ­

v is io n s  e s ta b l is h in g  th e  n a ti o n a l t r a n s p o r ta t io n  p o l ic y .

S in c e re ly  you rs ,

/S/ Fran k L. Yates

A cti n g  C om ptr o ll er  G en er al  
o f  th e  U hited  S ta te s

SA- ASF DC 6 l- S lU
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INT ERV ENT ION  IN  STATE PROCEDURES

Se na tor  Allott. Senator  Rober tson, I have ju st  opened th is  for  
the  purpo se of  really ge tting  into the  record the  numb er of  per son ­
nel and  the  amount  of money devoted to thi s pa rti cu la r ac tiv ity , and 
th at  is as f ar  as we have gone.

Se na tor  R obertson. I believe  he ju st  tes tified the re is $390,000 plus 
being sp ent on thi s typ e of  work ?

Se na tor  Allott. Yes.
Se na tor  Robertson. I would like  to know how much  of  th at  is 

spent for interv ent ion  in St ate procedures. Repre sen tat ive s of the  
State s testi fied  th at  they tho ught the  (IS A ac tiv ity  in th is field was 
gratui tous  and  th at  they  could  do wit hout it wit hout any  recognized 
loss.

Mr. Boutin . Can you give  us th at  figure, Malcolm, the  ap pro xim ate  
division between State and Federal  represent ation?

UT ILIT IE S AN D TRANSPO RTATION

Mr. Miller. We can  supp ly it. Bu t I mig ht po int  ou t th at , pro bab­
ly, it w ill show that a l arg e pa rt of the uti lit ies  figure  wil l lie included, 
but only a small pa rt would be included for tran sp or ta tio n.  Th at  is 
due to the  f act that  a large  pro portio n of our rep res entat ion s in ut il i­
ties  are  befo re State  commissions and in tra ns po rta tio n our  repre­
sen tat ion s are largely befo re the  Fed era l reg ula tor y agencies. How­
ever , we do have  quite  a lot of work before FC C in the  SA GE  cases 
so th at  we would have to brea k th at  out pa rti cu larly  from the  u tili ties .

(T he  inform ation refe rre d to follows:)
It  is estimated that  of the amount of $390,200 estim ated  to he the total  costs of litiga tion, $160,020 is expended in cases iiefore Sta te regu latory commissions. 

Comparable costs of participa tion  in Sta te proceedings since fiscai year 1958 are as follows: 1958, $65,121; 1989, $69,617; and 1960, $154,395.
During the past 4 or 5 years the  cases before Sta te commissions have ranged 

between 25 percent and 30 percent of the cases entered . For example, Sta te cases have represented 22 out of 75 cases from July 1, 1956, through.December 
31, 1960, or an average of 5 cases per year. The increase in State cases begin­ning in fiscal year  1960 has been occasioned prim arily by the present filing with  
Sta te commissions of tariff's covering SAGE services which have been rendered for  2 or 3 years  prio r thereto.

OBJECT ION S TO GSA PARTICIP ATION

Sena tor  Robertson. Th e committee feels, in view of a very  serious 
objection made to  us by the  Na tional  Associa tion  of Ra ilro ad and 
Util ity  Commissioner s, th at  you should  at  least pive some specia l 
just ificatio n fo r the  use of  the taxp ay er ’s money in app earances at 
State hea ring s.

Mr. Miller. Well, Sen ato r, we believe that th is functio n does have  
the  effect of kee ping down the  rat es  th at  are  paid by the  Federal  
Governm ent.  Ou r reason for beli evin g so is th at  in many of these 
cases the  amount which  the  ut ili ty  company reque sts is not  the  
amoun t th at  the  reg ula tor y agency decides they should have, and 
reg ulato ry  agenc ies qui te commonly give  them less th an  they ask for. 
Wh ile it is difficult to pin point  the  e xac t effect of our rep res ent ation , 
nevertheles s we believe th at  it is at least pa rti al ly  resp onsible  f or  the  
acti on of the  re gu lat ory agency.
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Senator Robertson. Isn ’t it true, tha t if you appear  before the 

State Corporation Commission in Virginia, for instance, you are ap­
pearing in a hearing tha t deals only with intrasta te commerce?

Mr. Miller. We do appear in some cases involving only intrasta te commerce.
Senator Robertson. Aren’t all these State cases intras tate com­merce ?
Mr. Miller. Yes, sir.
Senator Robertson. All right. Then you go into a hearing  over 

which the Federal Government has no control. Why do you think you 
are called upon to do that ?

OSA REASO NS FOR INT ERVENTION

Mr. Miller. Because the prices established by the regulatory agen­cies are paid by the Federal Government. For example, it has been 
estimated that the Federal Government pays about $817 million per 
year for utility  services, not including communications, and another 
$386 million for communications. The prices for these services, are largely in trastate.

Senator Robertson. Isn ’t it true tha t a u tility , certainly under the 
Virgin ia laws, and I assume under all the State laws, cannot arbi­
trar ily charge one customer one rate  and another customer a different rate?

Mr. Miller. They do charge different rates to different classes of customers; yes, sir.
Senator Robertson. But all customers in tha t class pay the same rate ; isn’t tha t true?
Mr. Miller. Yes, that is correct.
Senator  Robertson. Now’, there w ill be plenty of customers who 

will have as much business as the Federal Government in Virginia. So, I still do not understand why, if the rate is going to be uniform 
in the classification, you feel it is your function to appear in a State matter. In other words, it is claimed that  GSA intervention in these cases has just been a device to build up a lot of personnel and to spend money that is not really needed for the protection of the taxpayers. 
Tha t is our  present inquiry. We want to know what good you are do­ing w’ith the $390,000 when you are asking us to continue-----

Air. Boutin. If  I  might, Mr. Chairman, I would like to call on our 
General Counsel, Mr. Macomber, who I think  can shed some light on this.

AU TH OR ITY  FOR REP RESEN TATIO N ACT IVIT Y

Mr. Macomber. Mr. Chairman, the Federal Property and Adminis­
trative Services Act, which is the fundamental charte r of GSA, con­tains this provision with respect to our partic ipation in these repre­
sentation proceedings, and it is section 201 (a)(4) . It  is short and I will read it:

The Adm inis trator shall, in respect  of executive agencies, and to the extent th at  he determines that  so doing is advantageous to the Government  in terms of economy, efficiency, or service, and with due rega rd to the program activi ties of the agencies concerned, with  respect  to t ransjxjrta tion  and other public ut ility  services for the use of execut ive agencies, represen t such agencies in negotia­tions with carriers  and other public util ities and in proceedings involving car­rie rs or other public uti liti es before  Federal and Sta te regu latory bodies.
71036  0 —61------ 82
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Senator  Robertson. Al l rig ht . Now read th at  aga in, beg inn ing  
with , “* * * to the  ex ten t * * *.” W ha t is th at language?

Mr. Macomber. Tha t—
The Adm inist rator shall,  in respect of execut ive agencies, and to the extent 
tha t he determ ines that  so doing is advantageous to the Government in terms  
of economy, efficiency or service, and with  due regard to the program activitie s 
of the agency concerned, • * • with respec t to tran spo rta tion and othe r public 
utili ty services for the use of executive agencies, repre sent such agencies in 
negotiations with  carrie rs and other public uti liti es and in proceedings involv­
ing c arr iers or other public utili ties before Fede ral and Sta te regu latory bodies.

APPEARANCES BEFORE FEDERAL REGULATORY AGENCIES

Senator  R obertson. We had  tes tim ony by the  Federal  Tr ad e Com ­
mission, and , as I reca ll, they said the res ult  of your  int erfere nce  in 
thei r cases was  to  po stpone action on them .

I)o you go into  a case of a Federal  agency, when they do not  ask 
you to come in, and  when they  tell  you, if the y tell you anyth ing, you 
are messing up the  det ail s and  de lay ing  ac tion  ?

Mr. Bout in. Mr. Mille r.
Mr. Miller. We  have never had a S ta te  re gu latory agency ask us to  

rem ain out.
Senator  R obertson. I am talking  about  Federal  reg ulato ry  agencies 

now, th e F edera l Tr ad e Commission.
Mr. Miller. Well, sir, we ha ve nev er had a case befo re the  F ed era l 

Trade Commission.
Sena tor  Robertson. I mean a case where the  Federal  Tr ad e Com­

mission was in cou rt and you intervened.
Mr. Miller. I  do not  remember us e ver  havin g done th at , sir.
Se na tor  Robertson. It  mi gh t l>e some oth er agency, maybe the  F ed ­

era l Communica tions Commission.
Se na tor  Allott. If  the Se na tor will yield, we have  ha d test imo ny 

with respect to the  ICC, the  CA B, the  FC C, and  the  FP C. I do not 
person ally  rec all-----

Se na tor  R obertson. FT C is F ed era l Trade Comm ission.
Se na tor  Allott. FP C, Federal  Powe r Commission.

DELAY IN  PROCEEDINGS BECAUSE OF G8A

Sena tor  Robertson. Well, I rem emb er I was si tti ng  here  one day 
when one of  the  Fed era l agenc ies said  that you had  dela yed  proceed­
ings  and  the y tho ught the y did  not  need your  services. We asked, 
“W hy can ’t you  han dle  it ? ’’ and  they  said , “We can .” We said , “Do 
you have  to  have  the  Gen eral  Sendees Ad mi nis tra tio n tell you how 
to han dle  thi s case in co ur t? ’’ An d they said , “ Oh, no, we can  han dle  
it all righ t.”

Mr. Bout in. Senator  and  Mr. Ch airma n, when we first  came aboard 
we sat dow n with  several of these Commissions , tryi ng  to ga ther  to­
ge ther  inform ation  that  would  he lp us in fu tur e poli cy, and asked 
them if the  GSA, bv its acti on,  was i nter fe rin g with thei r work  o r was 
crea tin g any ha rds hip  on th ei r opera tion, or  if we were sim ply  excess 
bag gag e, and we were  to ld in every  instance that  t hey  t hought we were 
pe rfo rm ing a very w orthwhile  fu nct ion  by filing------
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DATE OF ACT

Se na tor Robertson. Al l rig ht , let me ask General  Counsel if the  
ans wer he rea d us, concern ing Federal  and State  reg ula tory bodies, 
was in  the o rig inal act.

Mr. Macomber. Yes, sir.
Se na tor Robertson. All  rig ht . We have only heard  com pla ints  

abo ut thi s in the  la st y ear.  How long have we had the  G SA  A ct ?
Mr. M acomber. It  was passed on .June 30,1949, sir.
Se na tor R obertson. Th ank you.
Se na tor  A llott. Ac tua lly , if the  S enato r would yie ld the re,  I thi nk  

you would find that  in the  hearings on thi s mat ter las t year,  thi s 
mat te r was gone  into to some degree.

Se na tor R obertson. Yes.
Se na tor A llott. Wel l, t he last  ye ar  th at I know of. I am info rme d 

by the sta ff it has been the  last  3 years.

ANNU AL APPROPRIAT IONS FOR INTERVENTION

Se na tor  Robertson. I wan t to pu t in the record now the amo unt  o f 
the  ap prop ria tio n that you have had each year fo r th is specific pur­
pose. I cannot recall th at  th is was cons idered any  major  resp ons i­
bi lity of GS A 8 or  9 ye ars  ago, or that we even heard  it was engaged  
in it. |

Mr.  Boutin. Mr. Ch air ma n, I thi nk  it was only  a few yea rs ago 
th at  GSA appea red  liefore eit he r the Sen ate or  t he House Committee 
and was very  severely censured  for not en ter ing  into  more cases.

Senator  Robertson. Do the  hea ring s on the  House side show the  
ann ual  ap prop ria tio n over a period of yea rs so we can compare  your 
curre nt act ivi ties  with wha t you have been doing  previously ?

Mr. Bout in. I th ink  we could sup ply  th at  for the  record.
Senator  Robertson. I th ink  it would lie he lpful.
Senator  Allott. You will sup ply  the  man-years for th is year and  

the  total cost of $390,200. I wonder if we co uld get these figures for 
the  3 prece ding years , these two c orresp ondin g years?

Mr. Miller. Senator , the figures  would not be very real istic fo r the  
reason  that  the y are not kept in th at  manne r. We were able,  by 
makin g a su rvey of ou r people thi s pas t year,  to determ ine  from  them 
appro xim ate ly how much time  they spent on thi s act ivi ty.  I f  we 
would go back very fa r, I think the  faci lity of  hum an memory would  
make that  im possible.

Sena tor  Allott. The n your  37.6 man-y ear s is based upon memory 
ra th er  tha n actual  account ing  of tim e?

Mr. Bout in. Ac tua lly  a study, because we are in the  current fiscal 
year—a stu dy  of  the  personnel and  th ei r dut ies,  Mr. Chairma n.

Wo uld  you say,  Mr. Mil ler,  in the  last 4 ye ars,  as an exam ple,  there 
would  lie a very great varia tio n in man-years  or  in exp enditure ? 
Would it lie less, would it lie more, or relatively the  same ?

Mr. Miller. Well, in the pas t 4 year s the re pro bab ly would not lie 
any la rge  increase.  There  might lie some.

Se na tor  Allott. You ce rta inly  have a reco rd of  all of  the  people 
du ring  the  last 4 years that have  been assig ned to th is act ivi ty?

Mr. Miller . Th at is true .
Se na tor  Allott. To any  ex ten t.
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Mr. M iller. Yes.
Senator  A llott. And you could  give us th at  n umber  f or  the 4 years, 

and also certa inl y the  amoun t th at  was used or  assigned to th is in 
your  own b udget, could you  not ?

Mr. Bout in. We  could do that . It  would be an appro xim ation , 
Mr. Ch airma n, but it w ould be very close.

Se na tor  Allott. AH rig ht .
Mr. Bout in. Most of these peop le are dual-purpo se peop le. The y 

are  servin g other functio ns as  well.
(The  info rmation  req ues ted fol low s:)

The the estim ated number of jieople in the Tra nsp ort atio n and Public 
Util itie s Service assigned full or pa rt time on regu lato ry cases, the man-years  
equiv alent  a nd e stimated  cost in GSA of th is activ ity fol low s:

Fisca l ye ar

O E , T P U S  em p lo y ees  
as sign ed  fu ll or  p a rt  
tim e

O ve rh ea d 
an d  leg al 
se rv ices  

m an -y ea rs

T o ta l
m an -y ea rs

E st im ate d
co st

Posi tio ns M an -y ea rs

1958.............................. ......................... 35 19.3 14 .0 33 .3 $338,500
1959......... . ........... . ................. ............. 35 19 .3 14.2 33 .5 357, 200
1960.............................. ............. ........... 39 21 .3 16.3 37 .6 368, 700
1961........................................... ........... 39 21 .3 16 .3 37 .6 390,200

OSA ROLE IN  AP PE ARA NC ES  BEF ORE REG ULATORY COM M IS SI ONS

Sena tor  A llott. I th ink the  rea l ques tion  in thi s mat ter  comes here, 
and I listened to Mr. Macomber’s read ing of  the  sta tute very  ca re­
ful ly. The  real  question I think comes, not  in GS A’s a ppe ara nce s as 
a cus tomer or  user—an d, Mr. Boutin, you are  en tirely  correct in the  
sta tem ent  you made a few moments ago, th at  several yea rs ago GSA 
was sor t of  taken to task because they had not put  enough att en tion 
on thi s—th e real objec tion to thi s comes in the  area, as Ju dg e Hooker 
testif ied the  oth er day , that  the  GS A appears , not jus t as a cus tom er 
or  user, bu t in the basic and att em pts to set up the  basic ra tem aking  
policies of  the  pa rti cu la r agency, which eve r one of these  it  may be 
that  is sett ing u p rat e s tructu re.

Fo r e xam ple,  on page 277 of  the heari ngs thi s y ear Mr. Kuyke nda ll 
sta ted  in response to a question from me, and I q uo te :

TE ST IM ONY BY FEDERA L PO W ER  COM M IS SI ON

Senator  Allott. You speak of this  ma tter as if it were a very tender subject.
I feel very stron gly about it, th at  it is up to the Federal Power Commission to 

set these rate s, and I am opposed t o the GSA s ettin g up, in effect, its own power 
commission in this field, or its own commission in othe r fields in rat e fields, and 
super-imp osing itse lf as a super-powere d advisory board to the Commissions 
which Congress has establ ished to handl e these mat ters.

Mr. Kuykendall. Well, I agree  with you, tha t in that  case they introduced  
evidence of a nat ure  which our staff alwa ys introduces ; th at  is in rega rd to cost 
of money and rat e of ret urn  to be derived  from the use of tha t. They covered 
th at  same ground in a diffe rent way and came up with a different answer.

Sen ator  Ai.IjOTT. But the answ er, according to your own decision or opinion, 
was th at  they had und erst ated  by severa l million dollars the debt which South­
ern Natur al Gas Co. owed at  tha t time.

Mr. Kuykendall. Yes.
Sen ator  Allott. Now, let me ask this  one last  question, I hope it will be the 

las t one.
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I)o  you  feel  th a t yo ur  st af f is  qu ali fie d an d is  sufficie nt to  ad vi se  yo u as to  th e 

ra te  of  ea rn in gs  th a t a giv en co mpa ny  wo uld  ha ve  to  es ta bl is h in ord er to  mee t 
it s m in im al  re qui re m en ts  an d co nt in ue  in  bu sine ss?

Mr.  K uy ke nd al l. Yes, I do.
I th in k we  ha ve  a ve ry  sinc er e an d de vo ted staf f. I wi ll go so fa r  as  to say I 

th in k th ey  are  be tt e r qu ali fie d th an  th e GSA  sta ff.
Xow this is the real question in my mind, and this is the real pur­

pose of this. Because 1 feel that the GSA does have a right  and an 
obligation to appear before these agencies on behalf of the GSA as 
one of the large customers or users, as you may use the term inte r­
changeably. Now 1 am sure you are all famil iar with the resolution 
of the National Association of Railroad Utilities Commission.

Mr. Boutin. Yes, sir.

NATIONAL ASSOCIATION OF ItAII.KOAD UTILITIES COMMISSION

Senator Allott. And Judge Hooker appeared here the other day 
with respect to that. In the Senate Committee on Reorganization, 
the hearings on S. 1571, on June  24, Commissioner Wal rath  of the 
ICC testified as follows about public representation before the ICC:

Gen eral ly  sp ea ki ng  th er e is co ns id er ab le  re pre se nta tion  in proc ee ding s be fo re  
the In te rs ta te  Co mm erc e Co mm iss ion . Thi s ca n lie de te rm in ed  by an  ex am in a­
tio n of  th e lis t o f  ap pe ar an ce s in  an y m aj or ra te  proc ee ding  be fo re  us. If  the 
Co mm iss ion  co ns id er s part ie s to  a part ic u la r proc ee ding  a re  no t lik ely  to develop  
on th e reco rd  ad eq ua te  ev iden ce  which  wo uld  i»erm it th e Co mm iss ion  to det er­
mine w he re  “t he  ov eral l pu bl ic  in te re st  lie s” it  ma y, an d fr eq ue nt ly  doe s, ca ll 
up on  it s own staf f to deve lop a t th e hea ri ng fa c ts  which  wo uld  be of  as si st an ce  
in a de te rm in at io n or  m ak in g su ch  d et er m in at io n.

Now the question tha t we are all interested in, that I am interested 
in, is where does GSA stop? I think they have the right to appear 
on behalf of a consumer or customer, but I do not believe that they 
have any right to appear as they have almost arrogantly  at some 
hearings that I have had described to me by people in a ttempting to 
set out the basic rate policy of the agency, setting  the return on the 
money, setting the overall return to which the utility is entitled to 
earn upon their capital investment. This is the real question.

POLICY ON GOVERNMENT REPRESENTATION

Mr Boutin. Mr. Chairman, if I may speak, please, on the matter 
of policy. Of course we are in no position to speak for what has gone 
on before, we> were not aboard—speaking of Mr. Miller and myself. 
It would be v er^ Unfair to make a comparison. We can only sjieak 
to what our policy is going to be in trying to proper ly fulfill our 
statuto ry responsibility. ''  ‘

We believe that the effort should be made by the Government 
through GSA to negotiate with any utilit y and transportation com­
pany, for reasonable rates and for reasonable services on behalf of 
the Government as a user. We only intend to intervene in those cases 
where negotia tions have failed to produce the desired results, both as 
to amount of rate and as to the service that is rendered to the various 
Government agencies. We intend in those cases to  present evidence 
to the best of our ability without confining it to specific issues because 
we think this would destroy the entire principle of our being there
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in the  firs t place—to  pre sen t the  issues before  the  reg ula tor y body in 
the  intere st of  the Governmen t as a large  and  s ubstanti al user , in fac t 
many times as prin cip al user.

PR AIS E FROM NOR TH DAKOTA

I  would also l ike to po int  o ut th at  whi le we are aware  of  t his  r eso­
lut ion  of the  Commission’s, t he  resolu tion  was fa r fro m unanimous.  
We have recent ly received a let ter , completely unsolic ited , in fact  it 
came as a complete surpr ise  t o us, received in the  las t few day s, from  
the Public Serv ice Commission of the St ate of N or th  D akota , p ra isi ng  
the  ac tiv itie s of General  Services. Th is concerns t he ques tion  in Vir­
gin ia.  Mr. Mil ler,  could you tel l us how many times G ene ral Services 
has  i nte rve ned  in  cases before  the Vi rgini a commission?

INT ER VE NTION IN  VIRG INIA

Mr. M iller. The only  tim e we have  done so since 1951 is in the  
jo int ly cons idered case of the  W ash ing ton  G as Ligh t Co. in which the 
proceedings were pr im ar ily  before  the  Di str ic t of  Columb ia Public 
Ut ili tie s Commission. The Vi rgini a commission held  a he ar ing in 
Richmo nd,  at which time the  Distr ict  of Colu mbia record  was merely 
inserted withou t any fu rthe r ev idence. We did  send an att orney down 
there  to observe  tha t proceeding , b ut it was a r at he r pe rfu nc tory  m at­
ter , and th at  was the  only  time  we have  been before  the  Vi rgini a 
commission.

In  1951 GS A inte rvened  in a case inv olv ing  ra tes  o f the  Chesapeake 
& Potomac Telephone  Co. o f Vi rginia .

TE ST IM ON Y BY  CIVIL AERO NAUTICS  BOARD

Se na tor  Allott. Let me give  you anoth er  exam ple  of  this. Th is oc­
curred befo re the  CAB. I believe GSA opposed an increase in far es  
for th e a irli nes  befo re the  CA B. Is  th is tru e ?

Mr. Miller. We opposed  it to t he ex ten t th at  it would not  be jus ti ­
fied by the  ca rrie rs.

Senator  A llott. An d yet the  CAB testifi ed b efore us  wi thin t he  last 
week t ha t all of the  ca rri ers were bound to  a very min imal pro fitm ak­
ing  area, and  referre d rep eatedly to  the  fac t th at  you could no t im­
pose more burde ns even on the  trun kl ines  because o f the  s ituation  pr e­
vai ling . Now your  positi on was sufficien tly sum marized by the  CAB 
as, “the General  Services Ad mi nis tra tio n opposes any  fare  increase.” 
Tha t is in quo tations. Th is is CAB orde r No. 16068, November 25, 
1960, app endix  A, page  1. Th is sta tem ent  of  position  previously ap ­
pea red  in the  exa miner 's ini tia l decision. GSA took no exceptio ns to 
it tho ugh it did  except to o the r p orti ons . Now th e pos ition  o f C ap ita l 
Air  Lin es was well known. And even a 1-percent increase of fares 
would reduce subs idies  to local service ca rri ers by some $330,000 in  th is 
cou ntry.

Now th is is exactly  the  pr inc iple th at  I am ta lk ing abo ut. You 
took  a pos ition here which went fa r beyond the  pos ition of a use r in 
an att em pt  to set up what the  rat e str uc ture  o f the air lin es  themselves 
should lie. Th is is an area in which I believe  th e GSA sho uld  not go, 
and I th ink we will find a way to do som eth ing  about it.

Mr.  Bout in. Mr. Ch air ma n, may I br ing one th in g out th at  I 
th in k shou ld appear on the  rec ord: that  GSA sim ply  does not appear
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against a uti lity. In fact, they tiled in favor of a part icular filing by 
A.T. & T. at the present time relative  to their  Telpak rate because 
we think tha t the tiling would assist the Government, and that  i t was 
a good filing. So it is not strictly  an anticoncept; it is a proconcept 
as well.

POLICY ON GOVERNMENT REPRESENTATION

Senator Allott. Now 1 would like to refer  to your memorandum 
entitled “Histo ry of Section 201(a) (4) of the Federal Property and 
Administra tive Services Act,” dated February 1961, and your letter 
to Senator Magnuson on May 19,1961.

And I would like to ask this question. Which of the cases listed 
in your May 2 le tter would GSA had refrained from entering if the 
policy expressed in your May 19 letter had been in effect du ring the 
pendency of these 75 proceedings ?

Mr. Boutin. Mr. Miller.
Senator Allott. I believe Senator Magnuson sent that to you, 

Mr. Miller.
Mr. Miller. Yes.
The policy contained in the letter of May 19 was not based upon 

any analysis of the prio r decisions, as to which we would have entered 
or which we would not have entered. The policy, as stated, would 
not necessarily have resulted in our refra ining from entering any of 
those cases. The policy does propose to add additional considera­
tions for enter ing into the proceedings and to provide for full part ic­
ipation in the cases.

Pursuant  to Mr. Boutin’s statement concerning negotiation, to be 
followed by participation in the cases, it is probable we will be much 
more selective in the future in choosing cases for intervention. There 
is really no way of applying  this policy to the past tha t I can see. If  
anything , it would be a m atter of saying, “Well, we should not have 
been in the cases we were less successful in, and we should have been 
in the cases we have more successful in.” That is about all tha t can be said.

NATIONAL ASSOCIATION OF RAILROADS AND UTILITY COMMISSIONERS STATEMENT

Senator  Allott. Well, again I call to your attention , and I have 
tried to restate this in several ways, and I think Judge Hooker pre­
sented it pretty well in a resolution :

I t is res olve d th a t th e Nat io na l Assoc ia tio n of  R ai lroad  an d U ti li ty  Co mmis­
sion er s an d th e c on ve nt ion as sembled  d oe s h er eb y ex pr es s it s co nv ict ion th a t GSA  
shou ld  lim it  it s par ti ci pat io n  in an y ra te  proc ee ding  so as  to  br in g to th e a tt e n ­
tio n of  th e re gula to ry  co mm iss ion s an y pec uliar  ne ed s of  th e Fed er al  ag en cy  
re pr es en te d by GSA an d GSA shou ld  m ak e on ly such st ud ie s an d pr od uc e such 
ev ide nc e as  is ne ce ss ar y to ass ure  th a t a F ed er al  agency  is no t dis cr im in at ed  
agai nst  in  te rm s o f q ua li ty , kind  o r c har ges  f o r se rv ice .

DISAGREEMENT BY G8A

Now I would like to ask you, Mr. Boutin, do you disagree with that  
statement ?

Mr. Boutin. Yes; I do.
Senator Allott. In what respect ?
Mr. Boutin. I disagree to this extent, that I think we would be 

wholly ineffective in performing our statu tory responsibility if  we sim-
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ply  ap peare d before any  r egulato ry  body on the  basis th at  th e Feder al 
Government , per se, in and  of itse lf, was l>eing d isc rim ina ted  aga ins t. 
I th ink we have  to  go one a dd ition al step to determ ine  if  the  r ates are 
too hig h as they  pe rta in to the Federal  Governme nt. And, of course, 
fro m th at  it necessari ly follo ws tha t others  are  go ing  to  be affected too, 
who a re in our  same ca tego ry.

POS ITION  AS LARGE USER

Now aga in going back  to my previous sta tem ent , in many insta nces  
we a re the  lar gest user , or one of the larges t users.  In  some cases it 
may  be Un ited State s Steel, it may be Alcoa, or  it may be anyo ne of  
the  big  companies—fo r instance, in the tran sp or ta tio n field— 
who may be in r oughly the  same user catego ry th at  we are . And they 
might also benefit  from any  redu ction in rat es or  im prov ement in s erv ­
ice, o r redu ction in increases in rates th at  are proposed by a c arrie r or 
group of c arr ier s, or  a u til ity  or  group of  uti liti es.  I th ink it would  be 
very difficult fo r us  to do a good job on beha lf of  the Governm ent.  In  
fac t, we would be only reasonably effective if we sim ply  were to go in 
and say, “W ell, only  the  Governm ent is being dis criminated  again st, 
everyone else is b eing tre ated  fine bu t we are  being mi streated .”

Senator  Allott. We ll, you place an in terp re ta tio n on the re th at 
might be drawn  from th is  pa ragr ap h,  bu t I do not in terp re t it thi s 
way. Ce rta inl y the  Gov ernmen t would  have to  make a pre sen tat ion  
of  its rate s with  respect,  or  vis-a-vis, the  oth er rat es  that  were being 
esta blished , or sou ght to be established, in a given case. Bu t thi s 
does not justi fy—and  I stil l have  not got ten  an answ er from  any  of 
you on thi s—the G SA goi ng in to the basic  respon sib ilit ies  of the  Com­
mission in de ter mi nin g ratem aking  policies, capit ali za tio n, rat e of re­
tu rn  in these area s. Th is is where  we are  ge tti ng  the  kick from all 
these  people, not in the  Governm ent ap pe ar ing in beha lf of itself , 
which you are in effect , to assure i tse lf th at  it g ets a fu ll rat e comp ared  
with oth er rates, but ra th er  th at the  Go vernment  goes beyond th is and  
is at temp tin g to usurp the  fun ctio ns of the  var iou s commissions.

METHOD OF PRESENTING GOVERNMENT’S POSITION

Mr. Bout in. Of  course, we are demo ns tra tin g in o ur app earances— 
we are  at tempt ing to  dem ons trat e to all  reg ulato ry  bodies before  which 
we appear on these rat e cases, that the  rat es  that are requested are 
unjusti fied . Th at  perta ins  to the  cases where we are ap pe ar ing in 
opposi tion, ra th er  than  those  cases where we sup port the  prop osed 
changes  as I sta ted  ea rlie r.

Now, Mr. Mil ler,  would you tak e it from  there?  You have a great 
deal of experience  in t ha t.

Mr. Miller. Senator , the  typ ica l ut ili ty  rat e case cons ists of  a 
request by a u til ity  for an overall increase of rat es on the  gro und that  
it is not ea rn ing a fa ir  rat e of  ret urn. And, in most of the  ut ili ty  
cases, the  proceeding, at least in the in itial stages, has  only  a singl e 
issue: Does the  ut ili ty  need incre ased  revenues  to increase  its  rat e 
of  ret urn. Unless we meet that  issue, as an opposing pa rty,  we have 
no pur pose in bein g in the  case. And  unles s we pres ent  evidence on 
the  various issues rela ted to the  ut ili ty 's need for incre ased  revenues, 
we would not be presen ting an ything  ma ter ial  to I he proceeding .
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G8A DE NIAL  OF USU RPED  RE SP ON SIB ILITY

Senator  Allott. Bu t each one of  these agencies, eit he r directly  or 
by innuendo, has  said  in effect that  they felt GS A is going beyond 
this.

Mr. Miller. No, si r;  we do not. We make  it very clear in our 
proceeding s and pre sen tat ion  that  we are  ap pe ar ing only as a pa rty  
for the  purpo se of  rep res enting the  consumer interest  of the  U.S.  
Government , jus t as tho ugh  we were a pr iva te corpo rat ion , th at  we 
are  presen tin g only evidence, and  th at  we are not at tempt ing to 
decide  the case.

A very  typ ica l sta tem ent , for example, th at  we inv ariabl y put in 
our  pleadi ngs is, and I quote from  a br ief  tha t we filed recently  which 
sa ys :

GSA recognizes that  the author ity to determine  the issues in this  proceeding 
is vested solely in th is commission—
me aning  in th is  case the  Ma ryland Public Service Commiss ion— 
under the provisions of the Maryland Public  Service Commission law.

Now we m ake that  very pla in in a ll of our  proc eed ings , and  we p ut  
it in all of  o ur  pleadings , or  a t some stag e or oth er in the  case. And  
we do not att em pt to ar roga te  to ourse lves any role of  being the  deci­
sion-d ete rmining  agency in the case. We ap pe ar  sim ply  as a pa rty .

SO UT HE RN  NA TURAL GAS CO. CAS E

Se na tor  Allott. Well  let ’s tak e a specific case, the  Southern  Nat ­
ura l Gan Co. case, FP C docket No. G-20509. It  is my underst andin g 
in that, case GS A pre sen ted  evidence on the  cost of  capit al which 
would “sa tis fy the  min imum require ments of  a nonconfisca tory  rat e 
of  re tu rn ,” or  th e “floor of  a range of fa ir  rate of  r et ur n. ”

Now is this  not the  fu nct ion  of  the  agency ?
Mr. Miller. Senator,  it is the functio n of  the  reg ula tor y agency to 

decide  what  is a fa ir  ra te  of ret urn for South ern  Natural  Gas Co. 
But  in orde r for the  agency to make a decis ion, it must have  fac ts of 
record  upon  which th at  decision  must lie based. The Sup rem e Co urt  
require s that . Now those fac ts must lie pre sen ted  by witnesses.

Senator  Allott. Bu t those a re p roduced by th e agency ?
Mr. Miller. No, sir—only some of  them are.
Senator  A llott. Well each of  these agencies has resp onded to ques­

tions within the  last 2 weeks to the  effect th at  they aid prese nt th is 
and  if the informa tion, as I jus t read  you a while  ago, was no t su f­
ficient they ask th ei r own people to pu t on add itio nal evidence wi th 
respect to these m atters .

Mr. Miller. Wel l in the So uthe rn  Natur al  Gan case the  ev idence on 
that  sub ject  was put in by three groups  of  witnesses, the com pan y 
witness, the  GS A witness, and  a witness of the  staff.  Th ere  were 
differences------

EXCERPT FROM DEC I8IO N

Se na tor  Allott. There  are two e xce rpt s from th at  pa rt ic ul ar  deci­
sion o f Ju ly  8,  I9 6 0 ,2 4  FP C, page 28 :

(GSA) underst ates  the cost of debt secu ritie s outs tanding at the  time of hear­
ing and underst ates  the cost of debt which Southern will experience because of 
the fail ure  of this method to reflect the fact that  earlie r low-cost debt has in 
large  pa rt been retired .
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In  th at  case I  th ink you om itted seve ral mil lion  worth  of  the  com­
pany ’s ou tst an ding  oblig ations.

Then c on tin uin g a q uo te :
Nor are we persuaded that  the different price ratio employed by the GSA  

witnesses is a better measurement of investment requirements than the earn­
ing-price ratio heretofore utilized by the Commission. We can find no good 
reason for departing from the Commission’s practice of using earnings-price 
ratios with judgment as an indication of a proper retu rn on common equity.

Now in that  case, if a dec ision had  been made on the  basis of  a repr e­
sen tation of  GSA, th is pa rti cu la r company abou t which I know ab­
solu tely  nothing , and 1 have  never talked with one of its  members or 
anyo ne associated wi th it in my life,  i f GS A’s position had been taken 
in th at  p ar tic ul ar  s itu ati on  someone would  have  suffered very  g rea tly .

Mr. Miller. Senator , I migh t point  out that  th at  pa rt icul ar  s itu a­
tion is a dem ons trat ion  of what I have said . The Comm ission did 
reject  ou r content ion,  as you po int out by rea ding  from the  decision, 
which makes it clea r th at  ou r pos ition was merely th at  of  p resenting 
fac ts as a p ar ty  to the proceeding. It  is tr ue , in all of thes e cases, th at  
the pa rti es  p rese nt diff eren t fac ts, and  it is u p to the  reg ula tor y agen­
cy to pick  and  choose which it shall  use in the  decision. In th is in ­
stan ce they  chose th ei r own sta rt's  facts. Pe rh ap s the  next time  our  
witness will succeed in persu ad ing  them to use the GS A facts .

DUPLICATION  OF COM MISSION EFFORTS

Sena tor  Allott. Well, ar en ’t you the ref ore du pl icat ing the  efforts 
of the  Commission  ? Each one of these  comm issions has  said  before 
th is committ ee th at  they feel they  are ade quate ly staffed and perfectly 
quali fied to t ake  care  of the in tere st o f the publ ic.

Mr. Miller. Senator , all the s taff members t ake the at tit ud e t ha t the  
evidence that they  pres ent  is on behalf of the  general  pub lic,  which  
includes the  reg ula ted  indust ry.  There  is also a need in these pr o­
ceedings for evidence  presented from  the  consumer viewpoint , if for  
no othe r reason  th an  to  counterbalan ce the  evidence put in f rom a com­
pan y view poin t also.

DATE OF ASSUM PTION OF RES PONSIBILIT Y

Se na tor  Magnuson (p resid ing) . When did  you people take on the 
respon sib ility that shou ld be taken on by the  C AB, ICC , or any  oth er 
reg ula tor y agen cy tha t was set up to be in th e consu mers’ i nte res t ? In 
othe r words, if  1 understand your  test imo ny,  jus t what lit tle  I have 
heard , and  we have had  thi s problem  for a long  time , they are  not 
doing  th ei r job?  Now ei ther  the re is no desi re to do thei r job, or 
maybe it might be a condition where  they  cannot do all the  work and 
the  G SA furnis hes  them with pa rt of  th e m ate ria l, I mean helps them 
wi th it. Bu t technical ly the y were set up, and  the basic law is, to  do 
the  very  th ing th at  you suggest GS A is now at least ass um ing  a pa rt 
of as th ei r responsibility.

Mr. Boutin. All th at  we are  doing is pre senti ng  in each one of 
these cases evidence fo r conside ration by the  reg ulato ry  body itself . 
We cer tainly  are not dicta toria l, nor  do we th ink that  we are  unduly 
influencing these  reg ulato ry  bodies. It  seems to us th at  all we are 
tryi ng  to do is to presen t to these reg ulato ry  bodies the  opin ion 
of  the Government as a user, as a consumer.
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Sena tor  Magnuson. Well the  poin t 1 am tryi ng  to  m ake is w hether  
you come to  the conc lusion down t here in t hi s shop th at  the reg ula tor y 
agenc ies th at  were set up to pro tec t the  consumer intere sts  are  not  
doing thei r job?

Mr. BouTin . We th ink the y are  d oin g a fine job, Mr. Ch airma n.
Se na tor  Magnuson. Well that  is one th ing,  because we give them  

ample  money to be the  devil ’s advocate in some of these cases. I t  
may be in some cases the y can not, I do no t know. That  could  be 
possib le.

Bu t go ah ead , I  d id not  w ant to in te rru pt .

OSA BOLE NOT PUBLIC DEFENDER

Mr. Bout in. We are  act ua lly  only  rep resent ed at these hearings as 
a consumer, a p ar tic ul ar  consume r, not as a public def end er.  I thi nk  
th is is the d ist inc tion that  we co ntinually t ry  to m ake.

Se na tor Magnuson. Bu t the agency should  be the  pub lic def end er?
Mr.  Boutin . Ou r agency?
Se na tor Magnuson. No, the  regu lat ory agency.
Mr. Boutin . Th at  is rig ht . No t OSA. Nor do we feel th at  we 

are.
Se na tor  Magnuson. Al l rig ht .

ILLINO IS AN D COLORADO CO MM ISS ION REPORTS

Se na tor Allott. Well  I have a no tat ion  here t ha t the  Ill ino is Com ­
miss ion though t you had  gone  into  these othe r matt ers, the cost of 
capit al and sale  rate of re tu rn . The Co lorado  Commission said  in 
its decision in the  public  service cas e:

The staff of the  Commission and the  General Services Adm inis trat ion also 
presen ted expert testimony on the  present and futur e cost of money in the 
ra te  of return .

Now if you are  do ing  thi s, isn 't the  ra te  of  re tu rn  fun ction  to  be 
governed by the  ind ividual agency,  wh eth er it be a State agency , or 
whether it be  a Federal  agency to  which Con gress h as speci fical ly dele­
gated th is au thor ity ?

Mr. Miller. Yes, sir , the  de ter mination of  the  fa ir  rat e of  re tu rn  
should  be dec ided  by the  reg ulato ry  agency. We prese nt to  th is 
agency fac ts and expert test imo ny fo r the  purp ose  o f m aking  a reco rd 
upon w hich th at  decis ion can be made.

RESOLUTION OF RAILROAD AND UTI LI TY  CO MM ISS IONERS

Sena tor  Magnuson. Ar e you fa m ili ar  with the  resolu tion  of  the  
Na tional  Associa tion  of Ra ilroad and  U ti li ty  Commiss ioners?

Mr. Miller. Yes, sir.
Senator  Magnuson. Do you disagree wi th it?
Mr. Miller. Yes, s ir.
Se na tor  M agnuson. Every  S tat e in the Union  is in volved here .
Mr. Miller. No. There  were some of  the  im po rta nt  St ate com­

miss ions that  objected  to  th at  resolution , sir .
Sena tor  Magnuson. Well  they  pu rp or t th at  it is the  con sidere d

jud gm ent of the  assoc iation, at least the  m ajor ity  d id.
Mr. Miller. Well, sir , may  I say th at  th at  resolu tion was o ppo sed

on the  floor by three  p rin cip al public ut ili ty  commissio ns be fore w hic h
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we had had cases, namely,  Ca lifornia , New Jerse y and  Maine. And  
we do not know ju st  how that  reso lutio n recognized the sen tim ent  of  
all the  commissions  because it was a voice vote on the  floor, and there 
were “n ays” on both sides.

Se na tor  Magnuson. Th at  is no excuse. We have voice votes  up ­
stai rs  in the Senate,  bu t when we vote it th at  is the pos ition of the  
Senate.

Mr. Miller. Yes, s ir.
Mr.  Boutin. Is n’t it tru e, Mr. Mill er, th at  in a gr ea t many of the 

State s we have never appeare d at  all ?
Mr. M iller. Th at  is t rue . We have pro bab ly appeare d in less  tha n 

ha lf  the  Sta tes.
Senator  Allott. You have  appear ed in less tha n h al f ?

ACTION OF NATIONA L ASSOC IATION

Sena tor  Magunson. I see the  pre sident  of the  associat ion is Pe ter 
Mitc hell  o f C ali for nia .

Mr. Miller. Yes, sir , and  he spoke  in opp osi tion to that  reso lution 
on the  floor o f the convention.

Senator  Magnuson. Josep h Bro wn of Nebraska  is the  vice pres i­
den t. And th is is wh at the y sent to us as th e act ion  of the conven tion.

Mr. Miller. Mr. Mitchell spoke in opposi tion to  that  resolution  on 
the floor at  the  conven tion.

Senator  Magnuson. All rig ht , bu t he was voted  down.
Mr. Miller. Yes, s ir.
Sena tor  Magnuson. So thi s is the acti on of the pub lic uti liti es,  

St ate public  uti lit ies  org ani zat ion , is it not?
Mr. Miller. Yes, sir.
Senator  Magnuson. An d what they say in here you disa gree wi th ? 
Mr. Miller. Yes, sir.
Senator  Smit h . Would  you tell  me, or tell the  comm ittee,  who in 

Maine expre ssed  them selves in dis appro val of the  reso luti on?
Mr. Miller. Mr.  McMahon.
Senator  S mith . Yes, I  th ought so. Th an k you.
Sena tor  Monroney. May I ask a question?

PERSONNEL HANDLING WORK

How  many men are  in the Departm ent are hand lin g the  prote st and  
submission  of evidence before thes e reg ulato ry  bodies?

Se na tor  Magnuson. They had  21 men in 1950 and t hey now’ have an 
est ima ted  247 in 1961. Is  tha t cor rec t?

TOTAL TRANSPORTATION AND UT IL IT IE S SERVICE PERSONNEL

Mr. Miller. Th at  is f or the en tir e Tr an spor ta tio n and Public U ti li ­
ties Se rvice opera tion, a good par t o f-----

Se na tor  Magnuson. In  the  shop  you  have 247 people, is th at  cor­
rect? I f  it is no t correc t, pu t in the  reco rd how man y people you 
have  in the  shop.

Mr. Boutin . Mr. Ch airma n, ea rli er  in th is heari ng  we did  pu t it 
in the  record .

Senator  Magnuson. I th ink it  i s in  the  record  now. Bu t what is it , 
200-something ?

Mr. Miller. 249 pos itions fo r th is  fiscal year.
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Mr. T ur pin . Mr. Ch airma n, under the ap prop ria tio n,  “ope rat ing  
expenses, Tr an sp or ta tio n and  Public Util iti es  Serv ice,” th at  is the 
total.

Se na tor  Magnuson. I underst and th at . Tha t is the tot al in thi s 
pa rt icul ar  branch  o f GS A.

Mr. T urpin . Yes, sir.  An d abo ut two- thi rds or  thr ee -fo ur ths  of  
those  nu mbers  ar e enga ged  in t rans po rta tio n routi ng  an d related se rv­
ices.

EFFECT OF LI MITAT IO NS

Se na tor  Schoeppel. I f  the  chairm an is thro ugh I would like to ask 
a coup le of  ques tion s here. I do not know whether they have  alread y 
gen era lly  been asked or not.

I would like to  ask , would the  limita tio n of GS A’s regu lat ory ac tiv ­
itie s to specific rat es and services sti ll protect the  Go vernm ent’s in­
ter est  while el im inati ng  some of th is controversy  with these  reg ula­
to ry  agencies.

Mr. Miller. No, sir,  i t w ould  not.  It  would not  protect the  F edera l 
Government  again st those increases  of  rat es involved in wh at are 
known as th e gen era l revenue increase  cases, where ra te  of re tu rn  is 
the  pr im ary issue.

Se na tor  Schoeppel . Well  GS A would  be left fre er  to  make ar gu ­
men ts a nd  p resent atio ns as to the reasonableness o f an y p ar tic ul ar  rat e, 
or  the adequacy of any p ar tic ul ar  service required  f or  the G overnm ent , 
wou ldn’t i t?

Mr. M iller. I f  we were precluded  only from en ter ing  genera l reve­
nue  in crease cases, yes.

Se na tor  Schoeppel. Now, wi th GS A’s ac tivitie s confined to specific 
rat es and services  required by the  Governm ent,  would it not be lef t 
wit hout a substantial workload ?

Mr. Miller. No, we would not be le ft wi thout a sub stantial work­
load.

Se na tor S choeppel. In  tha t pa rti cu lar field ?
Mr.  Miller. We have a big  work load in that  field, a big  load that  

is not even touched.
Sena tor  Schoeppel. You say you are fam ili ar  with the  NA Rl ( ’ p ro ­

posal . Would that  proposal leave you in a pos ition to ful ly pro tect  
the Gov ernment's  intere st?  I take it from your  answ er before it 
would not.

Mr. Miller. Th at  is correct.
DUPLICA TION  OF SERV ICES

Se na tor  Schoeppel. It has been a dvocate d th at  i t was intended that  
GS A be in a posit ion to assure the avail ab ili ty to the  Governme nt, 
first,  of  adequa te services of the typ es and quali ty req uired,  and  also 
to make certa in that  the  r ates ch arged therefor  a re reaso nable a nd fa ir  
in rel ationship to the  rat es cha rged  oth ers  fo r like and com parable 
services. Now it would seem to  me th at  unless th e G SA takes the  po­
sition that  the  reg ulato ry  agencies and  th ei r s taff  a re incompe tent  and  
ineffectual , the  Government ’s inte res t would be fu lly  pro tec ted . It  
would seem t o me th at you would be d up lic ati ng  some of these,  saying 
to these St ate comm issions  and  oth er reg ulato ry  agencies, “Well, you 
are incompe ten t; you have not been doing  the  job  righ t.” I th ink 
th at  is wh at is caus ing  thi s difficulty t ha t is developing .
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Mr. Miller. Well, sir , if we did  th at the n the  Fe deral  Gov ern ­
ment would  be doing no thing  to pro tec t its elf  again st the  amount of  
cha rges fo r ut ili ty  and commun icat ions  services which are  increased 
by these gen eral  revenue cases, cha rges which appro ach, or  are  more 
than , a bi llion.

Senator  S choeppel. Well I th ink  th at  is an e xtreme view. I would 
beg to dif fer  with you on you r in ter preta tio n.  I am po in tin g out 
the  reasons for some of  these  reg ula tor y agencies in th is pa rti cu la r 
field, why they are  ma kin g some of these objections.

Mr. M iller. We ll, the  persons who object to our app earances do 
not want us in th e general revenue  cases.

Sena tor  Schoeppel. You are sure  of  th at  ?
Mr. Miller. I would  say th at  is the  gi st of these var ious object ions.
Senator  Schoeppel. But  you do have  the  op po rtu ni ty  to go in to 

ful ly protect  the  Government 's inte res t on these cha rges on these 
rate s, tho ugh, withou t du pl ica tin g the  agency set up by the  Go vern­
ment to make those de terminat ion s?

Mr. Miller. Bu t in these general  revenue cases all rat es of  the  
ut ili ty  are  at issue, not  p ar tic ular  rates.

Sena tor  Schoeppel. Thank you.

RECORD OF TRANSPORTATION AND UT IL IT IE S SERVICES

Mr. Bout in. Mr. Chairma n, if  I mi gh t, I realize that  th is he ar ing 
was called fo r the  specific purpose of the  discussion of ou r int erv en­
tion s in reg ulato ry  cases. However , since the re was no app eal  made 
on the  ap prop ria tio n voted by the  House, we did  not get  into  the  
ope rat ion  of  ou r Tr an spor tat ion  and  Publi c Ut ili tie s Serv ice oth er 
than  this  quest ion of  in terv ent ion.

I would  like to poin t out for the  reco rd that we th ink we have  
established  an excellent  record and have plans for  im pro vin g on 
that  reco rd in the  gene ral tra ns po rta tio n services rendered to the 
agencies of the  Fed era l Governme nt, inc lud ing  a trem endous  service 
to the  Fed era l Supply Serv ice of ou r own agency, and also in the 
field of pub lic uti liti es.  We th ink th at  we have  done a good job 
and  will lie do ing  a liett er job. I would hate to leave the  impression 
that  the  en tire ope ration of  Tr an spor ta tio n and  Pu bl ic Ut ili tie s is 
in thi s field of  intervent ion . It  ac tua lly  comprises a very, very  small 
pa rt.  We th ink we are jus t sc ra tch ing the surf ace , fo r instance , in 
th is field of tra ns po rta tio n,  of  doing  a job that  needs to  be done.

ALLOCATION OF RESPO NSIBILITY

Se na tor  Magnis on . The th in g that  both ers me about th is is th at  
th is is what we set up the  othe r agenc ies for. Why should the  In te r­
sta te Commerce Comm ission , for instance , call upon  the  General  
Services Ad mi nis tra tio n fo r inform ation  that  they have  a resp ons i­
bi lity to get  themselves, or  the  FC C,  or  any  Government  reg ula tory 
agency,  or  t he State  agencies?  Now there is no use in yo ur  sugges t­
ing  that  all of thi s is wro ng in here.  Th is is a prevale nt thi ng . 1 
hav e hea rd thi s from 25 head s of State  reg ulato ry  agencies, and 
thes e are pret ty  able fellow s who are  always  loo king out fo r the  con­
sum er inte rest . Now. the re must  lie some overs tep pin g, at least in 
th ei r mind s, of the ac tiv itie s of  the  GS A, or  th is  would not have 
hap pen ed.  And I do not know why—in the  CA B,  fo r instance , we
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give them plenty of approp riations to protect the public interest in a 
rate case. That is thei r job. And 1 think the suggestion of duplica­
tion in many cases is well taken.

Now, maybe in the consumer interest you ought to say things  twice,
I do not know, that might be a little guarantee, but I do not think 
tha t you people could suggest that there is not duplication. Eith er 
there is duplication, or the regulatory agencies are not doing the job 
they are supposed to do. It is one of the two.

Senator Allott. It is one of the two.
Senator Monroney. Mr. Chairman, I think you can divide this 

question into two parts. One is the Federal regulatory bodies. We 
are empowered to finance them with adequate staffs to satisfy the 
public interest. I am not so sure about the State agencies because 
legislative budgets are skimpy and they deny a lot of expert ap­
praisals and other research. 1 also imagine ;» lot of our rates, such 
as intrasta te telephone rates, are fabulously excessive. A ou can call 
nearly halfway around the world for a rate that  is not much more 
than  call ing 100 miles across your own State. There is a vast differ­
ence in these intrastate and inters tate rates, one of which appears to 
be probably because of funding and the adequate prosecution of the 
public interest side in the Federal regulatory agencies. But I am 
not so sure that we do not need someone on guard with a little bit 
of data on some of these rates that we have to pay that  maybe the 
staff did not have the money to produce. On electric power, on tele­
phones, on truck and railroad transportat ion, and such things.

Senator  Magnuson. It may be true. All I know is what my own 
State experiences. I do not think they need any advice on power 
rates out in my State. They have been living with it for many, many 
years.

GSA IN TE RVEN TI ON IN  M A IN E

Senator Smith. Mr. Chairman, since Maine has come into this, 
may I ask how many cases OSA has intervened in in the State  of 
Maine?

Mr. Miller. We are presently intervening in a proceeding involv­
ing SAOE telephone rates before the Maine Commission. Tha t is 
the only case that OSA itself has intervened in in Maine. However, 
we have delegated author ity to the Department of Defense to appea r 
before the Maine Commission in a couple of small proceedings in­
volving only the military.

Senator Smith. Then when Mr. McMahon took his position on the 
resolution, you had not been in any cases in Maine?

Mr. Miller. At the time we were, yes. We were an intervenor in 
this Maine SAOE case.

Senator Smith. It seems to me he was hardly  qualified to express 
the views of the State  of Maine on such a meager experience.

Thank you, Mr. Chairman.
Senator  Allott. Mr. Chairman, I think that  the real duplication 

comes in here. It is either duplication or our regulatory agencies are 
not doing their job. And they have all testified—I think sometimes I 
tire  the chairman with my questions on this matter—that they feel 
that they are adequately started and adequately qualified to protect the 
public interest. And the real bear in this whole thing is OSA’s prac­
tices of making very extensive studies and adducing evidence on the
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various factors in the ratemaking process, including the valuation of 
property, the rate base, which is certainly for the Commission, the re­
spective Commission, whoever it is. The cost of capital  and the 
amount of earnings which constitute a fa ir re turn—these things are all 
within the province of the part icular commission or agency, the com­
mission or State agency as the case may be, and this  is thei r function. 
It  is thei r function by State statute  and in the case of the Federal 
Government i t is thei r function by Federal  statute. And it is in this 
area tha t we are gettin g increasing and constant criticism.

I have received communications using such words as “usurping 
functions properly belonging to the States,” “impugning the com­
petency and integri ty of Government regulatory commissions,” 
“wasteful duplication,” “frequency prolonging proceedings and in­
creasing the cost of the proceeding.”

Now either you have to arrive at the conclusion that our Federal 
agencies, if  we lim it it to  this, are not doing their  job, or you have to 
come to the conclusion t hat in arriv ing at these sjiecific items which I 
have just  enumerated, they and you are doing a duplication, and the 
duplication is the thing that is bothering this Committee.

DIFFERENCES BETWEEN OSA AND CITY INTERVENTION

Mr. Boutin. Senator, if I might, presuming, which we contend, 
tha t GSA only represents the Government, or the agencies of the 
Government, as a consumer, having a substantial interest in the 
charges, in the  rates and in the service, it is much like an experience 
that I had as mayor of the city of Laconia, where in the interest of the 
people of our city we want before the New Hampshire regulatory 
agency, the Public Utilities Commission, and intervened in cases there. 
In  those cases we felt tha t the city had a good and substantial interest, 
and we also believed that  unless we intervened the Commission would 
not know of our interest, and would not know of our feeling relative 
to service or to rates. By intervening we were actually supplying 
them with information which in the ir discretion they could use or not 
use in arr iving a t a determination.

Senator Allott. But this is a different situation. I have appeared 
in a few of these cases in my life, and you are there doing this on 
behalf of the city as a customer or user.

Mr. Boutin. Yes, sir.
Senator Allott. And this is the point to which we are speaking 

here. You were not trying to tell the U tilities  Commission what  con­
stituted a fair rate of return, what the future cost of money was going 
to be and all these sort of th ings which is the function of the Ut ilities 
Commission itself and the Commission itself.

Mr. Boutin. I think  we would have, Senator. We had the staff 
personnel in our city solicitor’s office to enable us to do it. However, 
we went in more on mat ters of opinion. But actually, isn’t that pre­
cisely what GSA is doing, on going to the next step in prepar ing this 
expert testimony th at again can be used or not used in the-----

Senator Allott. But in th at respect, and this is exactly the point, 
that is where we reach the bear in that you are  then duplica ting the 
regulatory agencies of the Government. If  not, then you have to 
arrive at the opposite conclusion, which is that the regulatory agency 
is not doing its job.
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LEG ISLATION PR OH IBITING DUP LICATION

Senator  Smith . Will the Senator yield right there ?
Senator Allott. Yes.
Senator Smith. Since you sta te there  is not any duplication, would 

you and your associates object to legislation that would prohibit the 
use of funds for  any action t hat is duplication ?

Mr. Boutin. Well it would leave, Senator, the question of what 
constitutes duplication. Now we maintain that there is no duplication 
at the present time. We certainly, as 1 stated earlier, have every in­
tention to see to it that there is no duplication. We do not want to 
see any duplication any more than 1 am sure the members of this 
committee want to see duplication. But what someone else might 
construe to be duplication and what we might construe to be dupl i­
cation could be quite different.

Senator  Smith. Would you object to such legislation ?
Mr. Boutin. I would have to ask the at torneys that. I would have 

no objection that  1 can think of if it was clearly spelled out. Mr. 
Miller or Mr. Macomber would be better judges in making a recom­
mendation than I would.

Mr. Miller. Well, suppose we would prepare  a cost of capital 
study, not knowing that  any other party to the proceeding was doing 
the same, and we put it in the record without knowing any party  
was coming along and doing the same, but subsequently another party 
did so. Would we be violating the restriction of the legislation?

Senator Smith. Yes. I would think it your responsibility to see 
to it tha t some other party was not proceeding, and that you would 
not be doing it until you made sure no one else was doing it. I would 
think GSA would be the last resort in such action.

Mr. Miller. Sometimes we cannot find out. Sometimes the par­
ties are pret ty closed mouthed as to what they are doing.

Mr. Boutin. Mr. Miller, is it true  tha t one of the problems created 
here, and one of the difficulties in making a determination, is tha t 
there is no set patte rn any place in the country, or no set formula, 
for determining the various costs, how they are allocated in the rate 
structure, the question of original cost and appreciation allowances 
and so forth  ? Don’t these vary within jurisdictions?

Mr. Miller. Yes.
Senator Allott. Yes, but the authority for varying these lies with­

in the people of the State  who create these comm issions.
Senator Smith. Wouldn’t such legislation that  I have suggested 

cause evervone to be a little more conscientious and careful of what 
they were doing ?

Mr. Boutin. In the example tha t Mr. Miller brings out, Senator, 
I am af raid, again going back to a different  question by Senator Al­
lott, tha t it would make our activity ineffectual and it would mean 
that  we would not be living up to our s tatutory responsibility. This 
is the only th ing we are trying to do. If  we can find a be tter way to 
do it, we are very anxious to find this way, as anxious as I am sure you 
are.

Mr. Miller. Let me give a specific example of what actually hap­
pened. In a CAB case we made a very definite and positive effort to 
avoid duplicating what the staff put in. Afte r reviewing the evi-

71036— e i 13
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dence t ha t they put in, we found tha t one area involved the area of 
the effect of the rate upon the movement of traffic, and we put  in 
evidence on tha t point. Subsequently, and afte r our evidence was 
presented, the staff p ut in evidence on the same subject. It  was quite 
different evidence insofar as the details were concerned, but it was 
on the same general subject. Now we had no idea tha t they were 
planning to do so, but they did so after we had put our evidence in.

CLARIFY ING GSA ROLE

Senator  Magnuson. But the point I am making here, and in this 
room we all know tha t the private  utilities do not like this, and we 
sta rt from there, and I  understand that and I think  everyone under­
stands that. It  just subjects them to more scrutiny. But we have 
a basic th ing here. We set up these regulatory agencies to determine 
what is a fai r and reasonable ra te which the utili ty is enti tled to as 
well as the public. They have been set up. We set up this basic au­
thor ity to see tha t the Government, being a user, was not discrimi­
nated against along with other users. We did not suggest tha t the 
GSA come in and determine what would be a fai r and reasonable 
rate. Now maybe, as I say, we ought to have two lines of defense 
against the utilities, but tha t is not the basic reason this was set up. 
And we do have these other regulatory bodies tha t we assume are 
carry ing out their  responsibility in the public interest. Now either 
they are not, or they cannot—it could be one or the other. As Senator 
Monroney points out, some of the State agencies perhaps cannot, but 
instead of directing yourself solely to whether the Government is 
going to be treated fairly and not discriminated against within the 
rate that  the utility decides upon, they claim tha t you have gone into 
the whole question of whether this is a fai r rate for everyone. Now 
is th at a fair  statement ?

Mr. Miller. Well, sir, we represent ony the Government’s consumer 
interest in the rates that we pay.

Senator Magnuson. Yes, I know.
Mr. Miller. Now it may be that  the general public is pay ing the 

same rates, based upon the same tariff schedule. They may, as a by­
product, benefit from our efforts. But our efforts are for the purpose 
of protecting the Federa l Government for those particular rates 
and charges t hat  we pay.

Senator Magnuson. And you claim tha t in order to do tha t you 
have to go beyond and protect, or determine whether the rate is f air  
for everyone ?

Mr. Miller. We do not determine anything, Senator.
Senator Magnuson. Well, you make a suggestion?
Mr. Miller. That is right.
Senator Magnuson. Of course you do not determine it in the long 

run.
PROPOSED LEGISLA TION

Senator Smith. Mr. Chairman, I would like the record to  include 
my wording, and ask the question again so that  I may get a very 
definite answer whether you would object to th is or n ot :

No part of the funds appropria ted by this act shall  be used in any way for 
work duplicat ing the  sta tutory  funct ions of personnel of Federal  an d/or  Sta te 
regulatory  agencies.
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I do not think  I  got a specific answer to my question. I got a lot of 
words.

EFF ECTS OF PROPOSED LEG ISLATION

Mr. Boutin. Without going into a detailed study on what this would do to the work of  GSA, Senator, I  would say that we would object be­cause it is my belief tha t it would place a limitation on our activities tha t would be detrimental to our fulfilling  our present responsibility, 
and that  we could not be effective before the regulatory  agencies.Senator S mith. Would you object to GSA coming in at the end of a case so that  they would be sure there would not  be any duplication? 
Would you object to that  ?

Mr. Boutin. 1 would have to  defer  to one of  the a ttorneys who has had some experience, Senator , if 1 might.
Mr. Miller. We do not feel that we have any control over the proce­dure. If  a regulatory agency says, “You are No. 2” rather than last, we comply with that. Because we have to comply with their  directions.Senator Smith. But  you could request tha t you file a t the end ?
Mr. Miller. We could. I think  we would in many instances meet opposition to that.
Senator Smith. But you would be solving a problem tha t is facing us, I would think.
Mr. Miller. It  might  lead to charges tha t we were delaying the activities, too.
Senator  A llott. May I  ask th is question? I do not know whether 

the Sena tor has an answer to her question or not.
Senator  Smith. 1 have an answer to this, that they object.
Senator Allott. I will ask you to yield to me if you have finished.
Senator  Smith. 1 think the answer to this  is sufficient.

OTH ER PROPO SALS

Senator  Allott. Would you object to the limitation tha t—
No money appropria ted by th is a ct shall  be used in any way fo r the  prepara tion  or presen tation of argument before Sta te or Federal  regu lato ry agencies  con­cerning the  regu lato ry j>olicies of such agencies, determining the  overa ll earn­ings level, tota l property  valuation s or general expenses of tra nsp ort ation  and util itie s companies.
Mr. Boutin. We would object to that , too, Senator, for  the same reason, that  we th ink any limita tion would p rohibi t us from discharg­ing our responsibilities effectively.

ATTITUDE OF AGENCY

Senator Allott. Well, as I  gather from the testimony, the agency 
feels it is perfectly justified in this—although I feel very definitely it is not—particularly  in the areas tha t I mentioned a few moments ago with respect to the matters of regula tory policies, in determining the overall earnings levels and the prope rty values, the general rate of re turn or other matters of regu latory policy.

Now does GSA still feel it should get into this  area?
Mr. Boutin. It  does, sir.
Senator Allott. Well, I  do not think I  have any more questions. I do not know whether the chairman is coming back in a moment, b ut I certainly can only draw one conclusion, and that  is either  the regu-
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latory agencies of  the  Federal  Government  are no t do ing  th ei r job, 
or  we are  ha ving  a lot  of dupli ca tion. And each of the agencies 
has test ified th at the y have adequa te staff t o do the job  a nd  a re taking  
care of t he public intere st in thi s respect.

Mr.  Bout in. Wel l, Senator,  as I said before, we th ink the reg u­
la to ry  agencies are g ene rall y doin g a  good job. We  have no com pla int  
to  make to  th is comm ittee or to anyone else on the  way the  regulato ry  
agenc ies, St ate or Federal , are  con ducting  themselves, or  c onducting  
the hearings, or  in thei r decisions. We abide by th ei r decis ions, as 
we natur al ly  would. We feel, like any very lar ge  ind us try , that  wh ere 
we are  the  bigges t user  in the  country , we sho uld  no t be depri ved of  
the  op po rtu ni ty  to ap pe ar  and offer  evidence fo r th ei r con sidera tion 
on beh alf  of the  Go vernment  as a user .

Se na tor Allott. Do you object  t o th is :
No moneys appropria ted unde r this act  shall  be expended for  any activity  

authorize d by section 201 of the act of Jun e 30, 1949, as amended, or section 303 
of the act of August 3, 1956, except for  the purpose of assurin g th at  executive 
agencies are  not discr iminated aga ins t in terms of q uali ty, kind or charges for 
service as compared to  o ther customers  of  the utility.

Mr.  B out in. Th at  is a lit tle  to o techn ical  f or  me to h andle . S ena tor , 
and  T would like to de fer th at  t o eit he r M r. Mille r or  M r. Macomber .

Mr. Miller. Senator , I th in k th at  would pu t us ou t of  business. 
It  is a good dea l like  sayin g it  is all right,  to go swimming bu t stay 
out  of  t he  water.

Se na tor  Allott. W hy  would it pu t you ou t of  bus iness? Th is is 
the same right,  th at  any  othe r use r has  to come in. Now le t’s get  a 
good  square answ er. Why  would it pu t you ou t of  business? You 
would have  the  same ri ght under thi s th at  I,  represen tin g a city or 
rep resent ing  a pr ivate indu str y or  anyo ne else th at  comes in, would 
have  in ap pe ar ing before  the  Commission. Why  s hould  the  Go ver n­
ment have  a  big ger ri gh t t ha n any o the r user?

Mr. Miller. It  would not , sir. Th e pr inc ipal ques tion  in mos t 
ra te  cases is wh eth er the ra te  is reasonable,  in th at  it  is too much, 
or  less than  a reasonable  rat e. The  question of discrimination is a 
m at te r of com parison  between persons pa ying  ra tes . I t  could  be that  
everyone  was pa ying  the same  rate, and ye t the  ra te  was too  high. 
Th e effect of  th at  pro posal  would  be to  eliminat e us from  ma kin g 
the  con tent ion th at  the  ra te  is too high  even tho ugh everyon e is 
pa ying  it.

Sena tor  Allott. No, you would sti ll have,  as com pare d to  oth er 
cus tom ers  of the  ut ili ty  in  here-----

Mr. Miller. No. Because we may  be pa ying  the same ra te  as the  
othe r customers, bu t th at  ra te  stil l may be too high. And  we feel 
th at we should be pe rm itted  to prove, or  try to prov e, th at  th at  ra te  
is oo hig h even tho ugh everyone may  be pa ying  th e same rate.

Sena tor  Magnuson. Of course af te r it  is decided by th e u til ity , th en 
the  Governme nt sho uld  pay  the same ra te  as everyone else, shou ldn ’t 
it?

Mr. Miller. Oh,  yes. We  would expect to.

REPRESENTATION OF DEFENSE DEPARTMENT

Senator  Magnuson. Le t me ask one question to clear th is up. I 
do  not know altho ug h I should  know.  Th e Defense De pa rtm en t
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rat es  are  mainly  neg oti ate d under section 22, are  they  not ? Do you 
rep resent  the  De fense Departme nt in any of these cases ?

Mr. Miller. In  ut ili ty  cases, yes. In  tra ns po rta tio n cases, no. 
Se na tor  Magnuson. W ha t field would you rep res ent the Defense  

Dep ar tm en t in ?
Mr. Miller . We hav e a wo rki ng  arr angeme nt wi th them th at  we 

rep resent  them in ut ili ty  cases ; and where  we d elegate cases to them, 
the y rep resent  us.

Se na tor Magnuson. W ha t would those cases be, wh at type  of 
cases?

Mr.  M iller. Gas, elec tric  cases , te lephone cases an d matters  o f t ha t 
sor t.

Se na tor  Magnuson. You rep resent  them in those pa rti cu lars?
Mr.  Miller . Yes, sir.
Se na tor Magnuson. But  on ac tua l tra ns po rta tio n,  the y neg otiate  

un de r section 22, do they  not ?
Mr. Miller . Yes; they  do to  a con side rabl e exten t.
Se na tor Magnuson. Surely, th at  is wha t the section is the re for . 

So th at  th ere  will be a different s itu ation  al tog eth er.
Mr. Miller. They have  exempted themselves fro m ou r sta tu te  in 

tra ns po rta tio n.
Sena tor  Magnuson. Of  course, I th ink section 22 should  be re­

pealed.  But I am jus t speak ing  for  myself.
Se na tor  Smith . Mr. Ch airma n, when you leave  t hi s subjec t I  hav e 

some ques tions on anoth er subject . But  I do no t wa nt  to in te rrup t 
you on this  one.

Se na tor  Magnuson. Off the record.
(Discuss ion off the reco rd. )
Se na tor  Magnuson. Any f ur th er  quest ions  ?
Se na tor  Allott. Ju st  one fu rthe r rem ark  abo ut thi s. I  do no t 

th in k it is just ut ili ty  companies th at  are  affected by th is.
Se na tor  Magnuson. It  is th e S tat e agencies, too.
Se na tor  A llott. An d it is also oth er sm aller people who are  pi tte d 

again st all the  arm ed forc e and migh t of  the  Fe deral  Gov ernment, 
who may  be affected adversely  by a to strenuous and  maybe over­
balanced case of the  Federal  Gov ernment who comes in and has  th is  
trem end ous  sta ff to work on those  th ing s, whereas the  sm alle r i nd iv id ­
ual who may  be com pet ing  fo r a ra te  in the  same  case is completely 
overwhelmed w ith  the p ower o f th e Federal  Governmen t in th is th ing,  
especial ly when the  Federal  Government  gets  into tel lin g the  public  
ut ili tie s commission or  the  rai lway  commission of a Sta te,  the  basic 
th ing s th at  tha t commission was est abl ished to do, which is to e stabli sh 
the basic  ra te  o f r etur n,  ca pit ali za tio n, and  so f or th .

HOUSE ALLOWANCE

Se na tor  Magnuson. The  House in th is  case gave you the same 
amoun t, d id  they not , as la st year?

Mr. Boutin . A redu ctio n of  $25,000 in the  amoun t requ ested fo r 
1962, Mr. C ha irm an.

Se na tor  Magnuson. Gener ally  speak ing , the  same ?
Mr.  M iller. Well, it  is $61,000 under la st yea rs  ap prop ria tio n.
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Senator Magnuson. Yes ; the House says:
This  is $61,000 less than 1961 and $25,000 under the  1962 budget  estimate. 

The committee went into the activities of this service care fully in tlie hearings 
and it was testified t ha t only 50 of some 273 employees ar e engaged in  re presen ta­
tion work before regu latory bodies. The committee has  no t reduced the amount 
for repre sentation  but  it does not wan t the number increased above the present 
level. The Service has grown subs tant ially since its  inception and the  com­
mittee is of the  opinion that  it has  all the employees now it  needs in the fore­
seeable future.

And you did not appeal from that ?
Mr. Boutin. We did not appeal.
Ear lier  in the hearings, Mr. Chairman, we did get in the exact num­

ber of man-years and the exact number of people.
Senator Magnuson. There is quite a complete record in the House.
Mr. Boutin. Yes, sir.
Senator Magnuson. Do you have anything  further?
Senator Allott. 1 think not, Mr. Chairman.

COMMITT EE DECISION

Senator Magnuson. This is something the committee will have to 
decide. It  is a difficult question. But there has grown up, I am sure, 
a duplication. But  i t is the kind of job tha t has to be done, le t’s all 
of us agree upon that, by some one. It  is the k ind of job which has 
to be done in the public interest. And i t may be tha t with the shifting 
of these regulatory agencies into these quasi-judicial positions all 
the time in cases, we might have to have a public defender that  is i n­
dependent. But then we would have to go in one way instead of 
the other way. I am not so sure that  this might be what we are going 
to have to take a long look at.

SPEC IAL GOVERNMENT RATES

Senator Monroney. I wonder, do we get  any special Government 
rates on telephone service, or on the use of large quantities of elec­
tricity, or any credit for the vast volume of rail or air  transporta tion, 
or do we buy on the basis of an individual buyer ?

Mr. Boutin. On the basis, I believe, of an individual buyer in a 
like capacity as fa r as the size of the use. Is this correct, Mr. Miller? 
Perhaps you want to expand upon that?

Mr. Miller. Generally speaking tha t is correct. From the tele­
phone companies and utilities we get, ordinarily, no special rates. In 
very few instances the utilities may establish what is called a Govern­
ment rate. I do know of one instance in which tha t is done, but 
tha t is r athe r exceptional. In the field of t ransportation  tha t is not 
so true. We do make special rates, as a matter of fact all shippers 
make some special rates with the carriers.

Senator Magnuson. Isn’t there a Government rate, Senator  Mon­
roney, on air transport ? A tax is not put on it?

Senator Monroney. It is exempt from tax.
Senator Magnuson. Which is 10 percent in itself.
Senator Monroney. I presume there must be some economies to 

the telephone company. I imagine the major user of telephone service 
in the United States is the Government. I just wonder if we paid 
the same all the way through as I do fo r my local calls.
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Mr. Miller. We do take advantage of q uantity rates, but they are 
also available to any commercial user on a quanti ty basis.

SUGGESTED STUDY  ON BLOCK BATES

Senator Monroney. I should think if you would study and bring out 
facts and statistics on savings on the large-scale use of telephone or  
electricity or tr ansportat ion to the Government, you would be earn­
ing a lot more money for the Federal Government. For  example, 
if you could use your statistica l desk to try  to prove that  on a quan tity 
value basis, for services maintained and various other things, we 
would be ent itled to a bloc rate  which could be available to another 
utility, or to a rail road, or others using the same type of service, and 
to bargain for some quantity  as one means of where the Government 
would perhaps be better protected.

Mr. Boutin. We are in the process, Senator and Mr. Chairman, of 
doing tha t at the present time. This will not be a Government rate, 
but it will be taking advantage through a comprehensive study tha t 
has been made of all of the possibilities offered in various rate filings, 
including the Telpak rate tha t I referred to previously tha t is under 
consideration at the present time, where we think  we are going to be 
able to save the Federal Government a verv substantial amount of 
money. Not through a part icular rate, but bv utilizing every possi­
ble advantage of rate filings, combination of rates, combination of 
lines, leased lines and so for th to the advantage of the Government. 
You say we are spending a great deal of money and tha t is certainly 
true, ft  is estimated tha t this year the Federal  Government will ex­
pend about $87 million on communications alone.

Senator  Monroney. I think  it will run more than that.
Mr. Boutin. Excuse me, that  is ju st for the civil agencies. That is 

exclusive of DOD.
Senator Magnuson. Defense Depar tment  ?
Mr. Boutin. Yes, sir.

FCC STA TEM ENT ON INT ERV ENTION

Senator  Allott. Mr. Chairman, I think  I have quoted most of these 
other agencies, but I would like to read a very short item in here. In 
the hearings before this  committee this year, on page 261, with relation 
to the Federa l Communications Commission, I questioned Mr. Minow 
and said th is :

Now I have read  pa rts  of your testimony here  as I have had  time. I know 
the Commission is not in full agreement  in the ir att itu de s on this matt er  and it 
would be my hope, and I think this  is as fa r as I will go, that  the  Commission 
would distinguish and draw  a very clear  line between the Government acting 
as a customer, GSA acting  as a customer, and GSA atte mpting  to act as a sor t 
of a second or advisory regu latory agency to the FCC.

Would you agree  with this?
Mr. Minow. I thin k unquest ionably , and I thin k I could say all of us una ni­

mously would agree  to tha t, Senator . We may diffe r with respect to cer tain  
specifics, bu t we al l agree with that  principle wholeheartedly.

Senator Magnuson. I s tha t all ?
Senator Allott. Tha t is all.
Senator Magnuson. We have other letters on this matter tha t we 

will place in the record.
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(The letters referred to fo llow:)
U.S. Senate,

Committee on Banking and Currency,
Jun e 15, 1961.

Hon. Warren Magnuson,
Chairman, Subcommittee  on Independent  Offices, Committee on Appropria­

tions, U.S. Senate , Washington, D.C.
Dear Mr. Chairman : I enclose le tter  from the  ch airm an of our Sta te corpora­

tion commission, in which he protests again st Fed eral  fund s for the  General  
Services Adm inist ratio n to deny Sta te juri sdic tion  over rat es and charges for 
services  and faci lities  furni shed  in connection wi th SAGE.

On the second page of the memorandum attach ed to his lette r, you will note 
tha t Judg e Hooker suggests thre e questions to be asked  GSA witnesses and I 
would appreciate  you r kindness in askin g them.

With best wishes, I am,
Sincerely yours,

A. Willis Robertson.

Commonwealth of Virginia,
State Corporation Commission,

Jun e 14, 1961.
Senator A. Willis Robertson,
Senate Office Building,
Washington, D.C.

Dear Wil lis : Since writ ing you on the  12th, I unde rstan d that  the  General 
Services A dmin istra tion will ap pear before th e Senate Subcommittee on Indep end­
ent Offices App ropriations on J une 16 in supp ort of its budget request and, as I 
sta ted  to  you in my let ter  of the 12th, we ar e very much in tere sted  in opposition to 
the General Services A dministr ation s’ proposals.

I am a ttac hin g here to a memorandum for your  information, w’ith the hope t ha t 
you will ask the witness , who testifies in sup por t of said budget, the  three 
questio ns which I have  outlined in th is memorandum .

With best of wishes, I am,
Sincerely yours,

H. Lester Hooker, Chairman.

GSA’s FCC Petition Seeking to Establish Rule That State Commissions
Have No J urisdiction Over Rates and Charges for Services and Facilities
Furnished in Connection With SAGE

Although Senator  Magnuson’s let ter  of March 24, 1961, requested th at  GSA 
supply  a r£sum£  of all cases “from 1957 to date .” GSA’s response  of May 2, 
1961. omits reference to a very significant proceeding which it ini tiat ed on 
March 17. 1961. Despite the fact th at  Congress in enacting the Communications 
Act of 1934 clearl y indica ted th at  Sta te and local regu lato ry agencies were to 
have  jurisdic tion  over intra sta te communications facili ties. GSA petitio ned the 
FCC to rule  th at  all SAGE faci litie s and services, including  int ern al SAGE 
equipment, lie class ified and determined as int ers tat e or foreign service.

Thu s fa r this  petition has been opposed by A.T. & T., the United  Stat es Inde­
pendent Telephone Association, the Calif ornia  Public Utili ties Commission and 
the Nation al Association of Rai lroad and Util ities  Commissioners (NA RUC ). 
The opposition of the NARUC sta tes, in p a r t:

“It. may he tru e tha t, ns the peti tion  alleges, sep ara te regu lation of the  SAGE 
system by both Sta te and Fede ral agencies prese nts adm inis trat ive  problems to 
the  Air Force which would be e limina ted if juris dict ion were vested exclusively 
in a single agency. Nevertheless such sep ara te regula tion does not hinge on the 
adm inistra tive convenience of any customer, hut is required by the sta tutory  
scheme of uti lity  regulation. It  is not unique to the SAGE services but  applies 
to all phases of telecom munications service  utilized  by the  Air Force and by 
telephone subscr ibers generally . It  also applie s to many other uti lity  services 
used by the  F ederal Government.

“The petiti on seeks to divest the  Sta te commissions of all juri sdic tion  over 
SAGE communication. But this can be done only if it be f ound th at  no inter a- 
sta te  communication service is involved. Unless such a finding can be made, 
GSA’s goal of vesting exclusive jur isdiction in the Fed eral  Commission cannot
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be ac hi ev ed . It  is ap p are n t from  th e  af fid av it ac co m pa ny in g th e  pet it io n th a t 
so me SA GE  co m m un ic at io ns  se rv ic es  a re  in tr a st a te , p art ic u la rl y  thos e w hich  
ha ve  no ac ce ss  ou ts id e th e di re ct io n ce nt er , an d th a t no fin ding  to  th e co ntr ar y  
co uld he ma de . T he re fo re  an y cl as si fica tio n pr oc ed ur e su ch  as  th a t re qu es te d 
wo uld he fr u it le ss  be ca us e it  co uld  no t re su lt  in a d et er m in at io n  of  ex clu siv e 
F ed era l j ur is di ct io n.

“ I t  is th e po si tio n of  th is  as so ci at io n th a t an y ef fo rt to  di ve st  th e S ta te s of 
ju ri sd ic ti o n  m us t he st re nuo usl y  re si st ed . T he  in s ti tu ti o n  of  pr oc ee di ng s fo r 
cl as si fica tion  wo uld  co nst it ute  a d ir ect ch al le ng e to  th e ju ri sd ic ti on  whic h a l­
re ad y  ha s been  as su med  by some  of  th e  S ta te s ov er  SAG E in te rn al co mm un ic a­
tion s se rv ice s. F ur th er m ore , it  w ou ld  im po se  on al l S ta te s th e  ob lig at io n to  
de fe nd  th e  ch al le ng ed  ba sic pri nc ip le  th a t is  eq ua lly  ap pl ic ab le  w het her  th e 
se rv ic e re nd er ed  be p a rt  of  th e SA GE  sy st em  or  p a rt  of th e  re gula r tel ep ho ne  
ex ch an ge  and  to ll ne tw or k.  I t  is  th ere fo re  su bm it te d th a t th e  in st it u ti o n  of 
cl as si fica tio n pr oc ee ding s wo uld be bu rd en so m e on th e S ta te s in th a t it  wo uld  
re qui re  th em  to  pr ov e a fa c t al re ad y  ev id en t from  th e  mo ving  pa pe rs . I t  is 
th ere fo re  re qu es te d th a t th e  pet it io n fo r D ec la ra to ry  R ul in g be de ni ed .”

GS A’s a ct io n  h as ra is ed  a  nu m be r of  s ig ni fi ca nt  q u est io n s:
1. How  ca n th is  ac tio n be ju st if ie d in  vie w of  S ta te  ju ri sd ic ti o n al ri g h ts ?
2. W ou ld  GSA ap ply th e sa m e th in g  to  se rv ic es  an d fa ci li ties , o th er th an  

SA GE , fu rn is hed  t h e  G ov er nm en t?
3. W on ’t th is  a tt em p t to by pa ss  th e  S ta te  co mm iss ion s on ra te s an d ch ar ge s 

fo r loc al se rv ic es  wor se n GS A’s re la ti onsh ip s w ith th es e ag en ci es ?

E rie -Lac ka wa nn a R ailroad  Co.,
Cleveland, Ohio, June  /-{, 1961.

Ho n. W arren  G. Mag nu son,
Senate Office Build ing,
Washington, D.C.

Dear Senator  Magnu son : It  is  my  u n d ers ta n d in g  th a t you  wi ll giv e co ns id ­
er at io n.  la te r th is  week,  to th e m att er of  th e ac tivit ie s,  an d po ss ib ly  th e ap pro ­
p ri at io ns lev el,  fo r th e Traff ic an d Com m un ic at io ns  Div is io n of G en er al  Se rv ic es  
A dm in is tr at io n.

Am ong  oth er th in gs , I as su m e th a t co ns id er at io n will be giv en  to  w het he r or  
no t Gen er al  Se rv ic es  A dm in is tr at io n’s ac ti v it ie s in th e  tr an sp o rt a ti o n  an d com ­
m un ic at io n re gu la to ry  field,  th a t is w ith  re sp ec t to re gu la to ry  pr oc ee di ng s, go 
bey on d th e in te nt of  th e Co ng res s in Pu bl ic  L aw  152 .

I ha d th e pr iv ileg e of  be ing  ch ai rm an  of  th e  Secon d Hoo ve r Com m iss io n’s 
T ra n sp o rt a ti o n  Co mm itt ee , an d one of  our  m aj or st udie s re la te d to  th e ad eq ua cy  
an d th e ge ne ra l fu nc tion in g of  th is  ar m  of  G en er al  Se rvice s A dm in is tr at io n.  O ur  
fin ding s a t th a t tim e w er e ne ce ss ar ily  so m ew ha t cr it ic al . In  re ce nt  y ears  I ha ve  
fol low ed  G en er al  Se rv ic es ’ ha nd lin g of th is  su bj ec t fr om  th e st an dpoin t of  my  
be ing  a  mem be r o f  th e T ra n sp o rt a ti o n  an d Com m un ic at io ns  Com m itt ee  of  th e 
Ch an dl er  of  C om me rce  o f th e  Uni te d Sta te s.

T he re  is re as on  to be se riou sly di st ur bed  by th e m ag ni tu de  of  th os e G en er al  
Se rv ic es  A dm in is tr at io n ac ti vi ti es  wh ich  te nd  to pl ac e it in th e ro le  of  a “ pu bli c 
de fe nde r” ra th e r th an  in th e ro le of  m ee tin g it s pr op er  re sp ons ib il it y  w ith  
re sp ec t to ex pe nd it ur es  of  th e Fe de ra l G ov er nm en t in th e field o f  tr an sp o rt a ti o n  
an d co mm un ica tio n.

I hope  th a t in yo ur  co ns id er at io n of th is  su bj ec t you  wi ll find  it  po ss ib le  to  
re ev al uat e G en er al  Se rv ic es  A dm in is tr at io n’s pr op er  fu nc tion  an d c la ri fy  it  
th ro ug h th e ap p ro p ri a te  p ro ce ss , if  th a t lie ne ce ss ar y.

C or di al ly  yo ur s,
P.  M. S ho em ak er .

Arizona R ailroad Asso cia tio n,
Phoenix. Ariz., March 15, 1961.

Hon . Carl H ayde n,
V.S. Senate.
Washington, D.C.

Si r : As you kno w,  par ti c ip ati o n  by  G en er al  Se rv ic es  A dm in is tr at io n in re gu ­
la to ry  ra te  pr oc ee ding s is a m att er of  mu ch  co nc er n to  us.  In  co nn ec tio n w ith  
you r pr ev io us  co rres po nd en ce  w ith Mr . C ra w fo rd , we  a re  en clo sin g a  copy  of
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the reply made by the  Transporta tion  and Communication Departm ent of the 
U.S. Chamber of Commerce to the Adm inis trator of General Services 
Administration .

Quite possibly, you alrea dy have a copy of th is reply, but we would emphasize 
the chamber’s be lief tha t the two prime issues ar e:  (1) whe ther  nonregulatory 
agencies such as the  Transporta tion  and Public Utili ties Services of the GSA 
should properly involve themselves  in ma tters of regulatory  policy which are  
the sta tutory  responsibili ties of the regulatory  agencies, and (2) whe ther  the  
was teful and ineffective duplication of func tions  a lread y performed by regulato ry 
agency personnel should be continued by T.P.U.S.

Then, we would rei terate  Mr. Crawfo rd’s belief that  the remedy lies with 
your comm ittee;  that  clipping the wings of GSA by decreasing its appropriat ion 
should limit it  to its proper functions .

Very tru ly yours,
Feed F . Bockmon.

State of Alabama,
Alabama Public Service Commission,

Montgomery, Ala., March 3, 1961.
Hon. Carl Hayden,
Chairman, Committee on Appropriations ,
Senate Office Building, Washington, D.C.

Dear Senator Hayden : It  has  been called to my atte ntion th at  the  General 
Services Adm inis trat ion is seeking  from Congress an appropr iation of $2,500,(XX) 
for  fiscal y ear 1002 for its tran spo rta tion and util ity activ ities,  $500,000 of which 
would be a lloca ted for the  purposes of appearing before regu lato ry commissions 
involving regu latory policy.

Appearances by GSA before regular ly established Federal  and Sta te regu la­
tory agencies  offering testimony and arguments on ma tte rs of regu lato ry policy 
such as base rate,  r ate of re turn , expenses, depreciation, sepa ratio n, pensions  and 
other operating  data and resu lts tran sgress  the rights  and responsibil ities of 
such agencies and should be prohibited.  Should Congress app ropriate funds  
to GSA for  this purpose  it would bring about conflict of responsibility , crea te 
was tefu l duplica tion, prolong proceedings and promulgate act ivit ies of GSA 
beyond its  sta tutory  auth ority.

The National  Association of Rail road  and Util ities Commissioners, at  its  an­
nua l meeting in November 1960, adopted a resolution concerning the  unres tric ted 
inte rven tion of GSA in the juri sdic tion  of State and Federal regu lato ry commis­
sions. It  stat ed that  GSA seeks to have overall prices  for ca rriers  and util itie s 
set solely on the basis  o f the  effect of increases in the  Federal  budget, thereby 
ignoring con trolling National and Sta te policy to permit rat es  and charges f ai r to 
the public  and regu lated  indust ry alike.

The NARUC resolu tion fu rth er  approved the conviction th at  “GSA should 
limit its  part icipation in the  ra te  proceedings so a s to bring  to the  attention of 
the regu lato ry commissions any peculiar needs of the F ederal agency represented  
by GSA and that  GSA should make only such stud ies and adduce such evidence 
as is necessary to assure th at  the Fed era l agency i s not discr iminated  aga inst in 
term s of quality, kind or  charge  for serv ice.”

As a member of the  executive committee of this assoc iation I would like to 
brin g thi s resolution to your atte ntio n and urge that  you use your influence to 
include in GSA’s appropria tion a  proviso res tric ting i t to ma tters pecu liar to the 
Government’s rat es and services as opposed to regulatory  policy ; and tha t, no 
funds be appropria ted to GSA beyond those required to carry  out the sta tutory  
func tions of the  agency.

Your  consideration of this  most important ma tte r and supp ort of the foregoing 
posit ion will be appreciated.

Very tru ly yours,
C. C. (J ack) Owen, President.

APP RAISERS STORE AND WA REH OUS E IN  LONG BEAC H

Senator Magnuson. Senator Smith, before you go into your matter 
I  want to ask one thing.

Since we had our regula r hearing T have had many inquiries. As T 
understand it in our public building projects there is included $2
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mil lion  fo r con struct ion  sep ara tely of an ap praisers store  and wa re­
house in the Lo ng  Bea ch area .

Mr. Bout in. Tha t is correc t.
Se na tor  M agnuson. Do we u nders tan d th at  would include the cus­

toms problem that  they  had ?
Mr. Bout in. That  would include the  apprais ers  warehouse fo r the

Burea u o f Customs.
Se na tor Magnuson. You can pu t the  Customs man in the re,  too, 

can’t you ? I  wi ll t ell you why. Because a pp aren tly  th ey are  hav ing  a 
lot  of  t rou ble  down the re,  the  peop le th at  come in ju st  as passengers, 
when the y lan d at  t he Long Beach are a or Pedro  area, have to go all 
the  way  downtow n. And the  goods coming in are  supposed to be 
appra ise d the re,  bu t they are  hopin g the  people wi th th ei r bag gag e 
and  th ings ------

Air. Boutin . I  am n ot su re on t ha t, Mr. C hai rman.
Se na tor Magnuson. Le t’s get th at  in the  reco rd so we can tel l the  

Se na tor s fr om  Ca liforn ia ju st  what t hi s includes.
Air. B outin. We  will.
(T he  in for ma tio n reques ted foll ows:)

The current plan is to house adm inis trat ive activities of the collector of cus­
toms, including its agency services and mail examination, in the  proposed Cus­
toms House and Federal Office Build ing in downtown Los Angeles, as previously  
contemplated. The app rais ers  store,  customs labo rato ry, and rela ted customs 
act ivit ies will he provided for in the separate building to be located in the Los 
Angeles—Long Beach Ha rbor area.

The Assi stant Commissioner, Customs Bureau , has informed GSA th at  passen­
gers and the ir baggage arr iving in the harb or area will he cleared by Customs 
personnel at  the  pier upon disembarking  from the  vessels.

Sena tor  AIagnuson. T t hink  the  idea is to  give more convenience o ut 
at  Long Beach, ra th er  than  going all the way dow ntown to Los 
Angeles.

Air. Boutin. In  ou r le tte r of Ju ne  26, 1961, we asked  fo r some 
change in language . Air. Chairma n, which will allow us to  be tte r 
pin point  the  are a where thi s o peratio n can go. AVe have an offer now 
of a donation of a s ite th at  we a re af ra id  does not  quite  meet with the 
lan guage  t ha t was previously  in the  House bil l, and  we would like  it  
expanded a lit tle bit . We have  n ot rea lly  gone  into th is  si te vet , bu t 
if  it  is a good one we would like to  be able  to t ake a dvantag e of  the su b­
sta nt ial  savings th at  would accrue .

Sena tor  AIagnuson. All rig ht , tha nk  you .
(The  let te r ref erred to fol low s:)

General Services Administration,
Washington , D.C., J une  26, 1961.

Hon. W arren G. Magnuson,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 

Bill  for  1962, Committee  on Appropr iations, U.S. Senate.
Dear Senator Magnuson: The proposed amendm ents to II.R. 7445, tra ns ­

mitt ed with  the Adm inis trator's let ter  of J une 12. 1961. sought no change in lan ­
guage or amount for the customs and app raiser s warehouse, Long Beach area , 
Cali fornia, appe aring on page 17, lines 17 and 18, of the bill as reported to the 
House.

As you know, a prospectus for  the pro ject  w as approved by th e Publ ic W orks
Committee of the House on Jun e 14. 1961. During consideration of the  pros­
pectu s by a subcommit tee of the  Senate Committee on Public Works ear lier this 
week, the  proposed location was discussed together with  the  possibility of ob­
taining a donated  site. The curre nt donation offer is  for a site  a t Wilmington,
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Galif., which, it is understood, is in the  Los Angeles Harbor  area, a separa te 
and dis tinct area adjacent to the Long Beach Harbor  a rea .

It  is our opinion that  the appropr iation language as now constitu ted would 
limit the  location of the project to the  Long Beach area and thu s preclude reali­
zatio n of substan tial  savings th at  would accrue from acceptance  of a suitable 
donated  s ite and construction  of the  fac ility  a t a place not so si tuat ed.

In order to preserve the  necessary flexibility  in siting the pro ject to the  best 
advantage  of the Government, with in the  general harbor  are a contemplated by 
the  Congress, I respectful ly recommend adoption of the  following  amendment:

“On page 17, line 17 of the bill as reported to the House af te r the  first comma 
ins ert  ‘Los Angeles—’ and on the  same line af te r the  word ‘Beach’ inse rt 
■‘Harbo r’.”

Sincerely yours,
Bernard L. Boutin, Acting Administrator.

CO NG RE SS IONA L AN D PU BLI C A FF A IR S PE RSO N N EL

Senator Magnuson. Now Senator Smith has some questions.
Senator Smith. Mr. Chairman, the last time Mr. Boutin and his 

associates were before the committee you may remember tha t I  asked 
some questions th at he was unable to answer, saying that  Mr. Moore 
would be up at a later date. I note tha t Mr. Moore is not here 
this  morning.

Mr. Boutin. He is stil l in the hospital, Senator.
Senator Smith. Do you have anyone here who can answer my ques­

tions ?
Mr. Boutin. Yes, I  have Mr. Griffin here.
Senator Smhth. Mr. Chairman, some of this may be repetitious 

but I would like to have the record clear in one place if  I may.
From information tha t has been supplied me. I note that in your 

budget you have the following positions. You are the  Administrator 
for Congressional-----

Mr. Griffin. I am the Assistant Administrator for-----
Senator Smith. Congressional and Public Affairs?
Mr. Griffin. Tha t is right.
Senator Smith. In  your budget you have asked for an Assistant  

Administrator for Congressional and Public Affairs.
Mr. Chairman, this may be repetition but I want to get it into the 

record at this point.
Senator Magnuson. Go r ight  ahead. I was going to suggest, as to 

the people th at are here on this public utilities, we are through with 
questions so they may be excused if they want to leave.

Mr. Boutin. Thank you, Mr. Chairman.
Senator S mith, (a) Assistant Adminis trator  for Congressional and 

Public Affairs; (b) confidential assistant; (c) congressional and 
public affairs officer; (d) assistant to the Assistant Administra tor fo r 
Congressional and Public Affairs; (e) Deputy Assistant Admin istra ­
tor  for Congressional and Public Affairs. In other words, there is 
an Assistan t Administrator, a Deputy Assistant Administrato r, a 
confidential assistant to the Assistant  Administrator, and assistant  to 
the Assistant Administrator, and just plain officer, all for the same 
title  of Congressional and Public Affairs.

Will you state  for the record whether any of these are new positions 
or not, Mr. Griffin.
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NO NEW POSITIONS

Mr.  Gri ff in . Sena tor , we hav e created no new pos itions in th is 
Office. I inh eri ted  an org aniza tio n, and the ony new pos ition we hav e 
cre ate d is a cler ical  positi on, grad e 5, to ass ist the leg isla tive officer.

I have brought, if  yo u will  pe rm it me, Sena tor , Mr.  Ro bert Dav is, 
the  Di rec tor  of ou r leg isla tive  pro gra m,  and Mr. Raym ond Odom , 
Di rector  of  Bus ines s Service s an d Sm all  Business.

Mr. Griffin . We have crea ted  no new posit ion s wha tsoe ver , Sena­
tor. The only  changes which have  taken place in my office have been 
when two  of the  pre vio us schedule  C employees , fro m the  pre vio us 
ad min ist ra tio n left vo luntar ily  one lef t to take a pos itio n with Sena­
to r Mun dt  a nd the  o ther  to go back to George Washing ton Un ive rsi ty 
to pursu e a Ph . D. degre e. Th ere have been no othe r changes  except 
the c rea tion o f this  one grad e 5 p osi tion.

NO INCREASE IN SALARIES

Se na tor Smit h . Ha ve  there been  any  increases in the  salaries for 
these peop le?

Mr. Gri ff in . No ; only  decreases in some ins tances  when vacancies  
have occ urred,  Senator , jus t to all eviate any  con fusion,  th ese  ti tle s, to 
the  best  of my know ledge, are pr im ar ily  fo r civil services purposes . 
They are no t tit les  whi ch cle arl y pinp oint  all of th ei r exact ass ign ­
men ts. Th ey  are m ain ly civil serv ice t itle s. There  was a s lig ht  change  
in the  name of  the Office, which  re qu ire d ch anges in th e name s of  title s. 
But  no new pos itions we re creat ed.  Th e Deputy A ssist an t Ad min is tra ­
to r fo r Con gressional  and  Pu bl ic A da ir s is, in fac t, the  di recto r of 
public inform ation . Bu t in or de r to sa tis fy  civil service  requir ement s 
and positi on descr ipt ion  terminolog y th is deput y ass ista nt tit le  was 
ass igned to him. He is the  di rector  of  public informa tion. Und er  
the pre vio us ad minist ra tio n th is  positi on was a GS-16 , it is now a 
GS-15 . Un de r him  we had an inform ation  special ist,  GS-13. We 
have abolished  th is pos ition and ree stablis hed  it at G S-9. An y ch ang es 
have been of  a dow nward  na ture  ra th er  t ha n an upwa rd n atu re.

FUNCTION OF CIVIL SERVICE COMMISSION

Se na tor  Smit h . Th e Civi l Service  C ommission  cont rols th e g rade s;  
is th at  r ight ?

Mr. Gri ff in . They have to  be appro ved by the Civ il Serv ice Com­
mission.

JOB DESCRIPTIONS

Se na tor  S mit h . Wh o contro ls the  d escri pti ons o f the jobs?
Mr. Gri ff in . The agency sub mit s descrip tio ns  and  th e civil serv ice 

acce pts or  re jec ts them .
Se na tor  Smit h . Wh o contro ls th e t itl es  of the m ? Can yo u call them  

an ything  you want to  a ft er  you get  the m int o you r------
Mr. Gri ff in . They have to lie accep tab le to  th e Civ il Sendee Com ­

miss ion,  S enato r. We  have made no recent at tempt  to rep hrase  ti tle s. 
Th is office was cre ated abo ut 8 or  9 years  ago. A t t ha t t im e i t wa9 de­
sig na ted  the  Spe cia l As sis tan t to the  Adm in is tra to r fo r Con gressio n­
al and  Public Affair s. Mr. Moore rec onsti tut ed  th e Office and  des ig­
na ted  it as As sis tan t Adm in ist ra to r for C ong ressional  and Publi c Af-
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fai rs.  Un de r the  prev ious  admi nis tra tio n, a ti tle such  as was sub ­
mitted  to you (which now rea ds ass istant to the As sis tan t Ad mi nis ­
tr a to r fo r Congres sional and Public Af fai rs)  was des ignated as As ­
sis tant  to the  Spe cia l As sis tant  f or  C ongress ional and Publi c Affairs . 
Th e oth er titl es of Assis tan t to  the  As sis tan t a nd  the D eputy  Assi sta nt 
to  the  Special  Assis tan t and so on  just did  no t rea d very  well.

Th e tit les  were merely  changed to be con sis ten t with the  change  
in the  tit le of the  top  pos ition. There  have been no othe r changes  
except  t ha t, and the re have been no increases in salaries as com pared 
wi th  my pred eces sor’s org ani zat ion . Th e confidentia l assis tan t is a 
carry over tit le  which, as Mr.  Boutin previo usly exp lain ed,  should  
be a conf iden tial sec retary . Whethe r or  no t she is conf iden tial is of 
no pa rt icul ar  concern because she and I  do no t sha re confidences 
which require such  a tit le.  I do no t th in k any  of the people in the  
Office have an y great  desire for  par tic ul ar  titles.

Se na tor  Smit h . I und ers too d you to say  these were mis leading, the  
tit les  were misleading,  and  th at  was the  reas on fo r my ques tion.  I f  
they are  m isleading,  why  don ’t you chan ge the m so they  will  be more 
rea list ic?

Mr. Gri ff in . Mr.  Gilm ore ’s tit le  in  the previous ad mi nis tra tio n was 
Assis tan t to th e Spe cia l Ass istant . I  have re tit led th is positi on to 
more  clearly  desc ribe  his  duties. I ce rta in ly  have  no opp osi tion to 
changin g con fide ntia l ass istant  to  con fide ntia l sec reta ry or an ything  
else, and I  wi ll be h ap py  to review t his.

STAFF ING  OF ACTIVITY

Sena tor  Smit h . Will you, fo r the  record , give us a lis t of  exactly  
wh at you have , wh at you are ask ing  for,  and  th e g rad e or  pay  a nd  th e 
vacancies  ? I)o you  have an y vacancies ?

Mr. Gri ff in . \Ve have one g rade  9 vacancy. Th at  is al l.
Se na tor  S mith . Do you expect to fill t hat  ?

NEED  FOR NEW EMPLOYEE ON LEGISLA TIVE PROGRAM

Mr. Gri ff in . Senator,  this  would be a new posi tion . I t  was prev i­
ously allowed bu t not  funded . We hav e a large  leg isla tive pro gra m 
in GSA, and  M r. Davis  has  been in charge  of thi s p rogra m since i t was 
established . Th is yea r, fo r example, he was concerned  wi th 840 bi lls 
which  affec t the  ope rat ions of GSA, and  which  required comments 
to the  Burea u of  the  Budget  and  subsequ ently to the  var iou s Sen ate 
and congressiona l comm ittees . Some of these  bill s req uir ed  two or 
three rep ort s. Up to th is year  Mr. Davis  a nd one gir l have  handled 
th is wor kload,  an d it is an  en ormous one c ompared  to  some o ther  agen­
cies. Wh en I  was assigned to th is office Mr. Dav is spoke  to  me and  
we  asked Mr. Moore abou t the  advis ab ili ty of at tempt ing to  rec rui t 
a t ra inee  to  bac kstop him because  th is workload, in all hon esty, has pu t 
M r. Davis  into the  hospi tal  on two occasions. Tha t is the  only pur­
pose  fo r th is  new positi on.

I f  we ha d found a young  lega l tra ine e who could  hav e lea rne d the  
prog ram we would have rec ruite d him. At the  moment we do not  
have an eligible candidate.

I would say at  th is lat e da te in the  leg isla tive  prog ram we would 
prob ab ly not fill  it  thi s year.
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PER SON NEL IN  CONG RESSIONAL RELATIONS

Se na tor  S mit h . Are  any of  these people  whom  I hav e name d d oin g 
othe r than  congres sional aff air s and  pub lic affairs , or  congressiona l 
rel ations and pub lic affa irs?

Mr. Griffin . Ac tua lly , in the  congres sional liaison par t Senator , 
there are  only  four  peop le, in addit ion  to myself. We conside r the  
leg isla tive  prog ram  a sepa ra te  responsi bil ity  because  the  people con­
nected with it have no op po rtu ni ty  fo r liais on work othe r th an  in de­
veloping  a GS A leg islative prog ram and in answering  quest ions  from 
Mem bers  of  Congress a nd  congressional committ ees in connection  with  
leg islative pro posals  and  bill s, and clea rance wi th the  Burea u of the  
Budget of GS A commen ts on pro posed  legisla tion . So we have  fou r 
peop le in the  congressiona l lia ison un it,  a nd at  the mom ent Mr. Dav is 
wi th two cler ical  peop le in the  leg islative par t of my office.

Se na tor Smith. Those are  no t amo ng these  th at  I have read .
Mr. Gri ff in . Some of the m wou ld be in cler ical  pos itions. Tn th e 

leg islative  office we have Mr. Dav is. Mr. Gi lmore  is the  congres­
sional  liaison  officer. A vacancy was recent ly tilled  in the grade 1.3 
assis tan t pos ition, which is a congressional liai son  pos ition. Mr. 
Webste r le ft  to go to George Wash ing ton  Un ive rsi ty and  the  leg isla ­
tiv e assis tan t pos ition is now vac ant . We have  th ree oth er cler ical  
pos itions. Th is is not  a la rge staff', S ena tor .

Se na tor Smit h . W ha t I was  tryi ng  to get at  are  those who have 
the double tit le  doing o ther  work than  th at  th at  you and 1 discussed.

MISLE ADING  TIT LE S

Mr.  Griff in . None  th at  you hav e re ferre d to previously, except 
fo r the De pu ty Assis tan t Adm in is tra to r fo r Con gressio nal  and Pu b­
lic Affai rs, who in fact  is ou r Di rector  of  Publi c In form ati on . He 
is the  official who han dles ou r dealings with the  press, with tra de  
magaz ines, and so for th.  The others are eit he r con gressio nal  liaison  
or  legi sla tive program  people.

Se na tor Smith. We ll now, Mr. Griffin , I wa nt to help, ra th er  
than  be------

Mr. Gri ff in . I understand t ha t, Senator .
Se na tor  S mit h . But  why do you list  thes e peop le, congres sion al 

peop le, when the y are  act ual ly jus t inf orma tio n peop le? Why  do n’t 
you  separat e them so th at  they will be rea lis tically labeled or  t itl ed ? 
Wh y cha rge  congres sional rel ations wi th the  public inf orma tio n 
opera tions  ?

Mr. Gri ff in . Well, Senator , I th in k th at  wi thou t at tempt ing to 
be the  lea st bit  cr iti ca l—an d I have no intention of being th at —but 
th is  budget was no t sub mi tted by the prese nt admi nis tra tio n. Al­
tho ug h I have been wi th GS A since it sta rte d,  1 was not in my pres ­
en t pos ition before the end of  Ja nu ar y of  thi s yea r. I th ink th at  if 
Mr. Moore, Mr.  Bo uti n, Mr. Tu rp in  and myself  were to resubmit thi s 
budget we wou ld no t have it  in the one package, which pre sen tly  
includes business  serv ices  with con gres sion al liais on. They have  no 
rel ati on sh ip whatsoev er except th at  the y do come under my gen era l 
superv isio n.

Se na tor  Smit h . Th en  we can  exp ect  ne xt  ye ar  to  have a diff erent 
se tup  prese nted to us ?
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Air. Gri ff in . Absolute ly, Sen ato r. I th in k Air. Tu rp in  and Air. 
Boutin will  agre e. We have  discussed t his  many times.

COMPARISON OF AC TIV ITIES

Se na tor  Smit h . Wo uld you tell the committee, or  out line the  divi ­
sion between  the  congressio nal rel ati ons opera tions of yo ur  office a nd 
the  public in forma tion ope rat ions?

Air. Gri ff in . Ac tua lly , th ere  is no rea l joinin g o f them at all. Afost 
of t he  cong ressiona l liaison cons ists of responses to inco ming inqu iries.

Know ing  of  your inte rest  expressed at  the  las t heari ng , fo r some 
idea  o f the  workload, we ran  a tab ulati on  of the  numb er of incoming 
let ter s to ou r agency. We ac tua lly  took over th is  Office in Alarch 
and insti tu ted some filing  syste ms and  so forth . We have  received 
and answered 1,884 co ngressional inquiries from  Alarch 1 to Ju ne  23, 
the  day th at  we finished the tabu lat ion .

Secondly, I cannot enu merate  the  many tele phonic cong ressional  
inq uir ies  except where followup action is necessary because the re 
would be no pur pose in admi nis tra tiv ely  main tain ing such a record. 
I t  would be cos tly-----

Se na tor  Smith . Th at  you call congressional  affairs , no t public  in ­
form ation  ?

Air. G riffin . Congres sional affa irs, absolutely.
Se na tor Smith . Now when your  office call s a congres sional office 

to g ive  in forma tion, tha t is still  congressional affa irs?
Air. Gri ff in . Yes, S enato r.
Senator , as anoth er  example of the  wor kload,  if  you would pe r­

mi t, from  Alarch 1 to Ju ne  23, we received and  handled  a tot al of 
1,459 congressio nal telepho ne calls  which required followu p action. 
Ap pointme nts  or mee tings res ult ing  from these  inco ming telephone 
calls , jus t in that  br ief  per iod , totaled 87. Th is was  all handled  by 
these four  or five people, inc lud ing  myself, with no assi stance from 
the legisla tive  pro gra m people , because the numb er of th ei r meet­
ings in connection with hea ring s, mee ting s wi th the  Burea u of  the 
Budget,  mee tings with staff s of  the  various committ ees and  so fo rth  
would more than  quadrup le thi s f igure  I  am sure.

PERS ON NE L ON CONGRESSIONAL INF ORMA TIO N

Se na tor  S mit h . Again  for t he reco rd would you g ive the  com mit tee 
the  numb er of  peop le, overa ll num ber , ha ving  anything  to do wi th 
congressiona l rel ations and pub lic informa tio n together?

Air. Gri ff in . Togethe r, S enato r?
Se na tor  Smit h . Yes.
Air. Gri ff in . A tot al of  16 posi tions in my office, congre ssional lia i­

son acti viti es, leg isla tive  activ itie s, and  pub lic  in forma tion.
Se na tor  S mith . An d you do no t d raw  from any o the r place?  You 

handle vour workload,  complete workload , wi th t ha t num ber ?
Air. Gri ff in . C ompletely . An d there is no use of  public inform ation  

peop le for congres sional act ivi ties, or  vice versa . They are com­
ple tely segmented .
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POLICY ON RELEASE OF INFORMATION

Se na tor Smit h . On the  relea se of informa tio n, on the  pre ss re­
leases—

Mr.  Gri ff in . Pre ss rele ases ?
Se na tor  Smit h . Yes. Is  it your  policy to inform  the new spapers 

firs t or the  Members of Congre ss fi rst ?
Mr. Gri ff in . We normally advise the Members of Congress first.
Se na tor Smith . You say “no rm all y.” W ha t do you mean by th at ? 

W ha t would be the  excep tions ?
Mr. Gri ff in . From  my office we alw ays  n oti fy  the  mem bers  of the  

deleg ations first.  There  are  time s when the  very  active members of 
the press go directly  to op erat ing people who are  ha nd lin g a par ­
tic ul ar  prob lem, and  they do get  inform ation which the y pub lish . 
But  when  it is rep ort ed to my office for public release, which is the  
normal procedure , S enato r, the members o f t he del ega tion  are  advised 
first.

Se na tor Smit h . In  o ther words, you have  no policy th at  every thing  
has  to go throu gh  your  office, and when you speak of  “yo ur office,” 
yean mean both Congressional  Relations and  Pu bl ic In form at ion?

Mr. G riff in . Yes, Sena tor .
Se na tor  S mith. Now, you have  no policy th at  proh ibits  o r pre ven ts 

any one  in the  De pa rtm en t in GSA giv ing  out inf orma tio n of  th at  
kind t ha t should come out officially th roug h------

Mr. Griff in . I have ins titute d no new poli cy myself , Senator.  In  
fac t, I have issued no mem orandums, no direct ives, or  reg ula tions of 
any  type. I inh eri ted  a policy, in which my predeces sor and  his  
ass ista nts  i ndoc trina ted  me when I assum ed th is office, which  requires 
regiona l offices and  segm ents  of the  c ent ral  office to rep ort signif icant 
developmen ts in th ei r area  to my office fo r ap prop ria te  release. Bu t 
at the  pres ent  tim e the re is no policy, no rule that  I know of  (an d 
I am ce rta in there are  none  on the  hooks) which proh ibi ts any m ember 
of  ou r agency from ta lk ing to Members of the  Congress,  the  Sen ate , 
the  press, or  anyone else. We have absolutely  no ga g ru le and we 
do not  contemplate  the  ins titut ion  of  one.

Sena tor  Smit h . An d the re is no t any  assu ranc e, if  a Mem ber of 
Congress cal ls yo ur  office whe re he expects  to ge t thi s inform ati on  
when it  is ava ilab le, th at  he is going  to get  it,  and  th at  it may  come 
out of some o ther  office in the D ep ar tm en t ?

Mr. Gri ff in . He  is reason ably  su re he will  g et i t, S ena tor .
Sena tor  Smit h . But  he will ge t the  inf orma tio n before  it  is given 

out from some o ther  office ?

ABSENCE OF GAO RULE

Mr. Gri ff in . Well , Senator , in Wash ing ton  I  find th at  many civil 
servan ts like  to talk to elected officials, and  man y of  them hav e their 
fav or ite  elec ted officials. While we disc ourage  thi s, we hav e con­
tin ue d to follo w the  pra ctice  which the  previous ad mi nis tra tio n had  
insti tu ted a nd which we find to  be he lpf ul and worthwhile.  We would 
pr ef er  not  to have 200 or  300 pre ss age nts  or  congressional liaison 
people in GSA, and we discou rag e it to  the  best of  ou r ab ilit y in 
keeping with the  wishes of  the  Adm in ist ra to r an d the  Deputy 2\.d- 
mini str ato r. But we do not  have a gag  ru le o f an y type .

71036  — 61 ------ 84
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INF OR MING  MEMBERS OF CONGRESS

Se na tor  Smith . Mr.  Griffin,  in some State s the re are div ided dele ­
gat ion s.

Mr. Griff in . Tha t is r ight .
Se na tor  Smit h . Ta king  th at  into con sidera tion, of  course you can ­

no t inform both the  Sena tor s and  all of  the Congres sme n who are  
intere ste d in a d ist ric t m at te r at  the  same time. In  w ha t order  do you 
in form  them, politi cal ly,  or  by sen iori ty, Hou se Members  of  the  dis ­
tr ic t o r the Senator s ?

Mr.  Griff in . Well, Senator , if  they are very smal l con trac ts, or  
reasonably small contr act s, n orm ally we r es tri ct  th e n otif icat ion to t he  
si tt in g Congressman wi th no concern fo r his  pa rty . I f  the  si tti ng  
Congres sman is a Republican  he is not ifie d; if  the si tti ng  Congress­
ma n is a Dem ocra t he is notified. I f  it  is a mixed dele gat ion  on the  
Senat e side, we a re fol low ing  exact ly the  same poli cy of the  previous 
ad mi nis tra tio n of at tempt ing to achieve sim ulta neo us not ificatio ns to 
the exten t t hat  we can. Normally , we f irst  call the Dem ocra t, because  
someone does have to be calle d first.

Se na tor  Smith. An d do you ever infor m one wi tho ut in form ing 
bo th of them of a m att er?

Mr. Griff in . No, Se nator.

TIMIN G ON RELEASE OF INFORM ATION

Sena tor  Smit h . Do you have  a ny policy as to the  time of day  when 
you  give ou t th e inf orm ation  ?

Mr. Gri ff in . We  do have  a policy , Senator . The on ly p olicy we do 
have is th at  w ith in the ab ilit y of the peop le, an d the  fac ilit ies , to ha n­
dle inco ming p hon e calls , a nd everyt hin g else, we release t he  infor ma­
tio n as q uick ly as we can regard less of  w ha t t ime o f d ay  i t reaches  my 
office, because we have no way of kno win g any oth er deadlin es and we 
just do not have  people to  schedule it. I  have no int ere st in  sc hed uling 
releases . Th e only  way  we can hand le it is to tel l the Se na tor or 
Congres sma n its soon as we know so he will know  as soon as we 
do.

Sena tor  Smit h . Normally  is th at  a ft er  5 and  5: 30 ?
Mr. Gri ff in . No, Sen ator.

INFO RMA TION ON MA INE CONTRACTS

Se na tor  S mit h . Mr.  C hairm an, I have some examples  that I  would 
like to pu t in which seem to be co nt ra ry  to some of the inf orma tio n 
th at  we are ge tting , and  I  hope it  is go ing  to improve , and I  would 
like to rea d them .

I have six questionab le experiences  within 17 days , th ree wi thi n 4 
days.  An d these a re al l in 1961.

On Ju ne  6 I had  no noti ce on GS A contract s given to Key es Fibre 
& For ster  Co. I  rea d in the  newspaper several day s late r.

Ju ne  7, l ate hour  notice on the Au gusta  post office. An d th at  has 
been a very con trov ersi al, very hot sub ject  in Maine. I  th ink the 
notice came to me ve ry late.  I t  was a ft er  5: 30.

Ju ne  9, t he  same sit ua tio n on the  Car ibou, Main e, post  office.
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On June  16—going back to June 6, on those contracts, GSA con­tracts, I never did h ear about it  unt il I  read it  in the paper and it  was given out by my junior colleague.
On June 16 a lette r of mine was answered 15 days after  I  had wri t­ten, and tha t was 9 days afte r the constituent was informed by GSA.On June  19 it  took 63 days to answer my letter , 11 days a fter  I  read  it in the newspaper, given out by someone else.
On June 23, it  took 35 days to answer my lette r and again 15 days after the newspaper story which I read.
And 1 think those are very glaring examples. You have a heavy workload, and if you are not asking for enough people to take care of what you are t rying to do, or claiming to do, then you should ask for more people. And those are all instances in this month, as you will notice.
Mr. Griffin. Senator, to the best of my knowdedge, we have only issued three notifications to members of the Maine delegation. These involve the Augusta site which you mentioned, the Portland, Maine, A. & E. award on April 20, and Caribou, Maine, on June 9.
Mr. Lewis of your office called it to the attent ion of a girl in my office. He questioned her as to when Senator Muskie was notified and she said it was her unders tanding he had been notified approximately an hour before that. This comes about as a result of a new clerk failing to apprecia te the importance of notifications, particularly in States where there are mixed delegations. She had gone home without completing her telephone calls, but my secretary noticed it had been left on her desk and immediately made the call. Tha t was an adminis­trat ive error because of a new employee, and I  reg ret the  inconvenience tha t it caused.
Senator Smith . You would not say i t was regular to wait an hour between the two calls?
Mr. Griffin . Absolutely not.
Senator  Smith. Especially when the second call was made afte r 5 :30 and afte r the Administra tor had left. I tried to reach him and could not reach him. So apparently  the  notices go out even after -----

NOTIFICA TION OF CONTRACTS

Mr. Riffin. In this case only. I admit our error. But these are the only ones. The case that you mentioned involving other contracts tha t you read in the newspapers; were those supply type contracts?Senator Smith . I have them. I won’t take the time of the com­mittee to go into the details, but I will be g lad to go into the details with you.
Mr. Griffin . I would be happy to visit with you, and explain it. Senator, it is not our intention to schedule our releases 1 hour, one- half hour, or  an ything else. We try  to  make them as simultaneously as we can.
Senator Smith . I don’t seem to be gettin g most of the notices. If  it is your policy to do this, I will accept it, and find some other way. Yet, I think there should not be word sent out as to setting  up one policy, and then follow another. That  I do resent, and resent very much.
Mr. Griffin. Senator, tha t is not happening. I want to make one observation, i f I  may, and I do not want to take  up a lot of time here.
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But in all of  the inco ming telephone calls,  in all of the let ter s which 
are  direct ed to us, we do not in any  way look to see the pa rtv labe l, 
the  chair ma nship  th at  the  person holds or  anything  else. \Ve at ­
tem pt,  to the best  of ou r ab ilit y, to provide  comprehensive, fra nk , 
fo rthr ig ht  answer s th at  the  Senator s or  Congressm en may  request, 
an d I th ink th at you will find th at all of  our  rep lies and  all of  ou r 
services are  re ndere d in th at  f ash ion . Our  pe rsonnel are  c er tai nly in­
str uc ted  th at  way.

We have no desire to be any  sor t of  a pol itical ou tpos t at all for 
any gr oup. Th is is no t o ur  desire .

DELAY IN  CORRESPONDENCE

Se na tor  Smith. Mr. Griffin, wou ldn’t you say 63 day s was  qui te a 
lon g tim e to answ er, especial ly when it was 11 day s af te r the  news­
pa pe r sto ry came ou t ?

Mr.  Gri ff in . I would h ave  to check t ha t. Senator.
Se na tor  Smith. I ha ve th e corre spondence.
Mr. Gri ff in . May I check and discuss i t w ith you, Sena tor ?
Se na tor S mith. I would  be very happy  to.
Mr. Gri ff in . 1 would be very happy to because T am sure  th e delay 

was in our  services dev elopin g the inf orma tio n which was requir ed,  
I  will be happ y to br ing the  file t o your  office, and I am certa in we 
will be able to  determ ine  the reason  fo r the  delay.

releases  to PRE SS

Sena tor  S mi th . My quest ion is as to why you can give the in form a­
tion to the  press , to someone else, a nd then 11 day s or  more wr ite  the  
le tte r which  I hav e here  tel lin g me the  sto ry ? Someone mus t th ink 
th at  we are very  stu pid  up here,  or do not know wh at is going on, 
or  our  consti tue nts  do not.

Mr. Gri ff in . Sena tor , as fa r as forma l pre ss releases from my 
office are concerned—except fo r the submission of  pr ospectuses on new 
pro jec ts—to  the  best of  my know ledge there  ha ve been press re leases or  
new spa per  inf orm ation  issued on only  thr ee  matt ers in the  St ate of  
Maine, since A pr il 20. I am su re th is record  is  complete.

The only  ones in add itio n to th is would be the  submiss ion of  a pr o­
spectus fo r a new borde r sta tion up in Ho ulton , Main e, and maybe 
one oth er which I cannot recall  at the  moment. But  I do not have 
any o ther  cases where we would have issued  press  releases .

Se na tor  S mith. I f  I had  time I am sure I could give them to  you. 
I  do not have tim e to read all o f the  pa per s.

Bu t I do. M r. Chairma n, resent ha ving  to read the  ne wspap ers  from 
the St ate of Maine to know the  answers to my ques tions sen t d own by 
let ter . It  j ust does not seem to  make sense.

Mr. G ri ff in . I agree.
Se na tor S mi th . And especia lly if you are ask ing  for  f unds  fo r thi s 

kind  o f t hin g.  And if  th e setup  is no t rig ht , it would seem to me t ha t 
you sho uld  lie a sking fo r fund s sufficient to make it  righ t. I have  no 
fee lin g on  th is p art isa n m at te r because I  know  how it works both ways.

However , I do have  fee ling when the re is so much  disc repancy be­
tween the  two. If  yo ur  pol icy is to  give to the pa rty of  ad mi nis tra tio n 
first  no tice,  jus t let me know.
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Then on the o ther hand, when a gi rl calls the office at 4:48 and says 
tha t they have given the junior Member the  information an hour be­
fore, and more than that  and worse than  that, when my office is called 
at 5:30, a time normally when most people have left the office.

Mr. Griffin. That was a mistake, Senator.
Senator Smith. We are over on the floor many times. Of course 

there is no possibility of getting the letter out that night  to the con­
stituent  asking for it.

Do you continue to use those forms down there ?
Mr. Griffin. Yes, we do.

LE TT ER  ON PA IN T STR IP PE RS

Senator S mith. I would like to read into the record one more lette r:
Dear Senator  S m it h  : W e ha ve  your  le tt e r of Ju ne  1, 1961, co nc erning  co rr e­

sp on de nc e fro m Mr. H ar ol d B. C u rr ie r of th e  Ti -ro l Pro duct s Co. on th e su bj ec t 
of  pain t st ri pper s.  On Ju ne  7, 1961, our  contr ac ting  officer ad vi se d Mr . C urr ie r 
by le tt er,  a copy of  which  is en clo sed, co nc er ni ng  th e pro ce du re  t o fol low  in  su p­
pl yi ng  pr od uc ts  to  th e Gov ernm en t. The  de cis ion as  to  w het her  Ti -ro l shou ld  
be  as ke d to  de m on st ra te  th es e st ri ppers  wi ll be mad e a ft e r we  ha ve  rece ived  a 
re pl y to  th e  ab ov e-m en tio ned le tt er.  Of  co ur se  we  will  be gl ad  to  di sc us s th e 
de ta il s of  t h is  l e tt e r w ith Mr. C u rr ie r a t an y tim e.

You wrote him on June 7 and wrote me on June 16 in answer to 
my letter of June 1. Wouldn’t you have thought it would have been 
a courtesy to have sent me a copy of the letter, or had someone call 
me and say you are writing Mr. Currier directly ?

Mr. Griffin . I could not personally review the quantities we re­
ceive of all incoming mail, concerning stories on matters relating to 
the Defense Material Service, Transportat ion Utili ty Service, Public  
Buildings Service, Federal Supply  Service, as well as personnel 
matters.

They are dis tributed to the Services for the formulation of a reply. 
We are doing the best we can to speed up the service to Members of 
the Congress. 'When we are handling something like 1,800 letters in 
a 2^-m onth period, it is impossible for us to be knowledgeable about 
all of the physical matters, the contracting matters and so forth.

And you probably recognize it is a great deal easier for a con tract­
ing officer to mail a letter, without the knowledge of a congressional 
letter. He can send that out the  same day.

Senator Smith. But I sent the letter  to you. T sent Mr. Cur rier ’s 
letter to your office asking for a report. I am not complaining be­
cause heaven knows I am glad to have Mr. C urrie r get the answer as 
quickly as you can get it to him. All I can say, Mr. Griffin, is tha t 
when it takes 63 days to get an answer to a letter under this  so-called 
New Frontier adminis tration, the communication systems in the 
Daniel Boone-Lewis and Clark days of the Old Frontier seemed fast 
in comparison.

d if fic u ltie s  w it h  div ide d de lega tio n

Senator Magnuson. Well T know this is a difficult job for anyone 
down there. As I said before, for 8 years I  read in the  papers about 
things happening in Seattle.

Senator Smith. You did not have a divided delegation.
Senator Magnuson. Oh, yes. A Republican in Congress would 

announce the projects.
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Senator Smith. T have no objection. I think yon owe the district  
something. In our State we feel the Congressmen ought to  take care 
of their own districts as far  as possible.

Mr. Griffin. Senator, I think we really try  to expedite them as 
much as we possibly can. It  is a question many times where we have 
to go to the region for information, the Public Building Service has 
to develop information which only the regional oflice can provide.

Senator Magnuson. Now for instance, taking my position here, I 
happen to know maybe a little more about what you are doing and 
what is coming up by vi rtue of the appropriations. So I would have 
my office, maybe, pester you down there every day as to what is going 
on in this thing, what is happening, and say call back. And sometimes 
I might get i t quickly, whereas if I wrote you a letter you may have to 
go out in the field or something like that, and some things take longer 
than others.

Mr. Griffin. Tha t is right.
Senator Magnuson. But I think sometimes some of us get infor­

mation th at it looks like we are gett ing ahead of time, but it  is because 
we are on top of it.

Mr. Griffin. Also, Senator, it is almost impossible to knock down 
an aggressive staff member in the office on the Hill being on top of a 
significant development that  is going to take place in his area, and 
being almost as informed on it as the members of GSA because he 
knows the person in the building who is handling it and he is calling 
him four or five times a day.

Senator Magnuson. lie  calls him direct?
Mr. Griffin. Tha t is r ight, sir. And I bow to the wishes of the 

committee, but I would prefer to work with no instructions tha t they 
cannot talk to these people. I think  that  would be a very bad prece­
dent because we would then lie in the position of controlling news, 
which I certainly have no desire to do.

Senator Smith. I just think, Mr. Griffin, if you are going to do a 
job down there, let’s do it well and set up-----

Mr. Griffin. I agree, Senator.
Senator Smith. A policy and followthrough on it. And if you 

are not going to do it, then I suggest a cut in the appropriations and 
put it where it can he done. This has occurred in department afte r 
departm ent where you had this congressional relations and public 
information and public affairs, and it is a very, very bad system, 
Mr. Chairman. We have seen it in other departments, and this is 
certainly one of the worst examples of it.

Senator Monroney. It happens, I can say, in the Federal Avia­
tion Agency. I read in the chamber of commerce publication an 
announcement by the district engineer of a half  million gra nt to 
the Oklahoma City Airport . I still find, although my son happens 
to be in the congressional relations department of the Post Office, 
tha t the  Republican holdover in Wichita, Ivans., in the  regional office, 
is still announcing all the post office construction. I keep fussing 
about it but T have not been able to get all these ducks in a row. I 
mean, it is really tough.

Senator  Magnuson. Off the record.
(Discussion off the record.)
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Senator Smith. Of course, Mr. Chairman, you speak of a d ivided 

delegation. Yours was divided between the Senate and the House. 
You did not have it in the Senate.

Senator Magnuson. Well, the way the Defense Department does 
it with Senator .Jackson and myself, where it is not divided, because 
he happens to be on the  Armed Services Committee and is, you know, 
conversant with these things, they will call his office and tell his office 
to noti fy me. And, of course, i t happens we have a good liaison and 
tha t works out tine. But I can see Senator Smith would have here 
problems, where you may not have tha t quick liaison.

AN NO UN CEME NT OF CONTRACT

Senator Smith. Mr. Chairman, I would like to read into the record 
one more item appear ing in the Watervil le Morning Sentinel, Tues­
day, .June 6, 1961. The headlines are ‘‘Keyes Fibre  and Fors ter Co. 
Get GSA Contracts.”

Sen at or  Edm un d S. Mu sk ie,  Dem oc ra t, of  Ma ine , w as  ad vi se d Mo nday  by 
th e  G en er al  Se rv ices  A dm in is tr at io n th a t it  has  aw ar ded  se ve ra l con tr acts  fo r 
pa ck in g m ate ri a ls  in Ma ine . Com pa nies  rece iv ing th e aw ard s wer e Key es  
F ib re  Co., of  W at er vi lle,  an d F o rs te r M an uf ac tu ri ng  Co., of  Far m in gt on .

The se  contr ac ts  were aw ar ded  to  ou t-of -S ta te  fir ms fo r pr od uc ts  th a t will  
be m an ufa ct ure d  by th e Ke ye s F ib re  Co. in  W at er vi lle.  The y incl ud e S. F ri ed­
man  & Sons, W as hing ton,  D.C., $17 7,374;  th e G & K P aper Co., Berke ley,  Ca lif ., 
$66 .828; an d th e  L ine P ap er  Co., F o rt h  W or th , Tex.,  $77,007.

T he F o rs te r M an uf ac tu ring  Co. of  Far m in gto n an d W il to n will  rece ive con­
tr a c ts  to ta li ng  $144,983. The  m ate ri a ls  w ill  be m anufa ctu re d  in  W ilt on  an d 
pa ck ag ed  in Far m in gt on .

The  Key es  F ib re  Co. or der  is  p ri m ari ly  fo r pro duct s from  th e Sh o-Pa k an d 
Chi ne t Divisi on s. Th ey  includ e m ea tp ac ki ng  tr a y s  an d di sp os ab le  cu ps  an d 
pl at es .

The  m ea t t ra y s a re  fo r b oth fr oz en  and f re sh  m ea t p ac ka ging .
Other  than th at I  have never had any information.

POLICY ON ANNOUNCIN G FEDERAL SU PP LY  CONTRACTS

Mr. Griffin . Senator, tha t was not issued from my office because 
we do not issue releases concerning Federal  supply contracts. The 
item you prefe r to concerns this type of contract. We have looked 
into the possibility of announcing these contracts but it has not been 
a practice in GSA to announce Federal  supply contracts. The only 
announcements that  can lie effective to the Senators or Congressmen, 
in my opinion, are the type of contracts such as repa ir and improve­
ment contracts, public building design contracts, construction con­
tracts, and so forth, because the award is made in the office. On 
Federal supply contracts when public opening of bids take place, 
200 or 300 people attend them. Staff members of Senators are talking 
about new products, new items to contract ing officers all the time.

We do not want to announce awards of Federal supply contracts 
prematurely for the simple reason that there could tie mistakes in bids, 
there could be challenges by other bidders in the group.

Commissioner Bean of our Federal supply  service is very appre­
hensive about our doing th is sort of announcing to  the Congress, and 
we do not do it. The only exceptions th at I know of concerns two 
or three major  motor vehicle purchases.

Senator Smith. Wha t is major to one State is minor in another.  
This  $144,983 in this little  community meant the difference between
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closing up shop and going on. And if you are giving all of those 
details to someone, or someone is giving them to me, then your office 
is a misnomer if you are not giving the information.

Mr. Griffin. We are providing information all the time, Senator.
Senator Smith. Mr. Chairman,  I think we better scrutinize these 

requests for appropriations  very carefully and find out whether we 
are get ting what we think we are getting, or whether it is just a front .

SOME ANNOUNCEM ENT S FROM FIELD

Senator  Magnuson. Some of these are let out in the field.
Mr. Griffin. That is right , Senator.
Senator Smith. It  seems to me tha t something is very wrong with 

the whole system.
Senator  Magnuson. But some of them might be le t out in the field.
Senator Smith. This was not. This was given out by General 

Services Administra tion out of Washington—so it says. Now you 
would think I would have gotten some word someplace, wouldn’t you?

Thank you very much, Mr. Griffin?
Senator Magnuson. Now Senator Allott  has a few general ques­

tions here.
Senator Allott. These are under specific matters-----
Senator Magnuson. I understand, Mr. Griffin, you will look at these 

matters  for Senator Smith ?
Mr. Griffin. Absolutely.
Senator Smith. Just a moment. I would be glad to have them 

look into this for me, but I was thinking more especially of the overall 
system, Mr. Chairman, because I think many people are being troubled 
by this.

Mr. Griffin. Of course you do realize. Senator, on your previous 
case concerning Mr. Currier, it is undoubtedly true that Mr. Currier 
wrote to GSA, a t least simultaneously with lus let ter to you, and just 
wrote to you in an attempt to accelerate disposition.

Senator Smith. He wrote me because he could not get any answer 
out of GSA.

Mr. Griffin. I t is a question of who was handling the two pieces 
of correspondence.

Senator Smith. I have finished.
AUTO MATIC-DATA-PR OCES8ING MAC HINE S

Senator Allott. This is a matter th at I  am presenting at the request 
of Senator Saltonstall. I have here a short memorandum which I 
will put into the record, the gist of which is that  more than $250 
million is spent annually for the rental of data-processing equipment 
and that  the spirit of competitive procurement is being violated in 
tha t virtual ly 100 percent of the rental of $100 million annually for 
punchcard equipment is paid by the Government to a single supplier.

Now there are a series of questions on the second paire. I suppose 
the best way to do this would be to read these things. I do not believe 
you are prepared to answer these forthwith.

Mr. Boutin. No; we are not, Senator. Mr. Turp in perhaps can 
give you just a quick rundown.

Senator Allott. I am not interested in a quick rundown at this 
time because these are specific questions and I would like to have
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supplied for Senator Saltonsta ll the specific answers to these questions 
for the record, Mr. Boutin.

Mr. Boutin. Fine, we will be glad to.
Senator Allott. Fo r instance, it asks what the total annual rental 

is, and other questions of tha t type that  I am not sure you could 
answer here. If  you feel you can, I will ask the questions now.

Mr. Turpin. Senator, we will have to supply for the record 
answers to those questions.

Senator Allott. All righ t, if  you will do that.
Mr. Chairman, I ask tha t the memorandum which states the sub­

stance of the situation and the specific questions lie submitted, which 
I submit on behalf of Senator Saltonsta ll, and the questions be 
answered.

Mr. Boutin. We will be very happy to.
(The information referred  to follows:)

Memorandum

T o : Sen at or  L ever et t S al to nst al l
S ubje ct : Pro cu re m en t of  dat a- pr oc es si ng  eq ui pm en t by th e Fed er al  Gov ernm en t 

E xam in at io n of da ta -p ro ce ss in g eq ui pm en t us e an d pr oc ure m en t by th e ex ecu­
tive  b ra nc h of  the  F ed er al  Gov ernm en t re ve al s t h a t :

1. Mo re  th an  .$250 mill ion is  sp en t annual ly  fo r th e re n ta l of  th is  eq uipm en t. 
Of th is  $100 mill ion is fo r co nv en tio na l pu nc he d car d  eq uipm en t an d more th an  
$150 mill ion is  fo r d ig it al  co mpu te rs . Mos t of  th is  ex jien di tu re  is  by th e De­
p art m en t of  De fen se .

2. D at a- pr oc es sing  eq uipm en t an d m et ho ds  in  some  ag en cies  of  th e  ex ec ut ive 
br an ch  a re  ou tm od ed , ineffic ien t, an d co st ly  be ca us e mos t of  th is  eq ui pm en t is  
ob ta in ed  from  a sing le  su pp lier  an d th e in nov at io ns  of oth er  su pp lier s hav e no t 
been co ns idered .

3. The  sp ir it  an d in ma ny  ca se s th e le tt e r of  co m pe tit ive pr oc ure m en t are  
be ing  vi ol at ed . V ir tu al ly , 100 pe rc en t of  th e  re n ta l of $100 mill ion an nu al ly  
fo r pu nc he d ca rd  eq uipm en t is pai d by th e  Gov ernm en t to  a sing le  su pp lie r. 
Furt her m ore , in ca se  of  th e  Dep ar tm en t, of  Defen se ’s re n ta l of  co m pu te rs  fo r 
“b us in es s” ap pl ic at io ns , 77 pe rc en t goe s to  th e  sa m e su pp lie r. T he d ri ft  is  in 
th e  di re ct io n of  th e same do min an ce  in  re la ti on  to  th e new eq ui pm en t a s  in 
re la tion  to  th e old.  be ca us e it s ac qu is it io n is  ca lle d re pla ce m en t an d is  bu ried  in th e bu dg et in g pro cess .

4. Rem ed ia l ac tion  shou ld  lx- tak en  by  th e Gov ernm en t to ach ie ve:
(or) Com pe ti tive  co nd iti on s in Gov er nm en t pr oc ur em en t of  da ta -p ro ce ss ­

ing eq uipm en t, in  l ine w ith  Gov ernm en t an tim on op ol y pol icy .
(ft)  M ul tipl e or a lt e rn a ti ve  so ur ce s of su pp ly , in ac co rd an ce  w ith  th e 

nat io nal  de fe ns e pol icy .
(c ) G re at  sa vi ng s to th e Gov ernm en t, po ss ib ly  to ta ling  mill ions  of do l­

la rs  a year by up gr ad in g obsol ete  pun ch  c ar d  equ ipm en t.
1. Us e o f pu nc he d ca rd  e quip m en t:

(« ) W ha t is  th e to ta l an nu al  re n ta l of  th e  pu nc he d car d  eq ui pm en t us ed  by you r ag en cy ?
(ft) Ho w lon g hav e th e pre se nt pu nc he d ca rd  in s ta ll a ti ons been  in  op er at io n?
(c ) H av e m anufa ctu re rs  (o th er th an  th e m anufa ctu re r of  you r pre se nt 

eq ui pm en t)  ev er  b een ca lle d upon  to  p re se nt th e ir  an aly si s of  how th ey  co uld 
im prov e o n yo ur pre se n t i nst al la ti on?

2. Us e o f e le ct ro ni c d at a- pr oc es sing  e qu ip m en t:
(a ) W hat  is  th e  an nu al  re n ta l co st  of  yo ur  pr es en t el ec tron ic  dat a-  

proc es sin g e qu ipm en t o r. if  pur ch as ed  o u tr ig h t th e  p urc has e c os t?
( ft) How lon g has yo ur  pre se nt  el ec tron ic  dat a- pr oc es si ng  e qu ipm en t been  in  op er at io n?
(c ) In  se lect in g th e  el ec tro ni c da ta -p ro ce ss in g eq uipm en t wh ich  you now 

ha ve  in plac e or  on or de r, which  m anufa ctu re rs  w er e re qu es ted to  fu rn is h  w ri tt en  p ro po sa ls?
(d ) If  w ri tt en  pr op os al s were no t so lic ite d,  on w hat ba si s of  fa c t was  th e s elec tio n mad e?
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Answers to the foregoing  questions  as they rel ate  to General Services Admin­
istr ati on  are  as fol low s:

1. Use of p unchcard equipm ent (EAM) :
(a ) The annual ren tal  of punchc ard equipment (EA M) to be used by 

GSA in fiscal yea r 1962 is $647,660.
(&)  Ins tal lat ion  date s of ADP equipm ent: See following schedule.
(c ) At the time  ren tal  of EAM equipm ent was  considered by GSA, in 

early 1952, only two man ufac ture rs, IBM and Remington Rand, manu fac­
tured punch card equipm ent in this country. IBM equipm ent was selected  
because  of the system s modification flexibil ity it  pro vid ed; i.e., the cus­
tome r’s staff  could change  the IBM machine  processing  by plugboard 
rewirin g, wher eas a system change on the  Remington Ran d equipm ent 
required it to be re tur ned  to  the manufactu rer.

Other ma nuf acture rs have  not been called upon to pres ent the ir anal ysis  
of how they could improve our present EAM inst alla tion s, because pre­
limin ary planning was init iate d as early as 1956 to convert EAM opera­
tions  to electron ic dig ital  computers to tak e adv antage  of the  fast er, more 
accurate d ata  processors.

2. Use of e lectronic da ta processing  equipm ent (E D P)  :
(a ) The ann ual  renta l of EDP  equipm ent to be used by GSA in fiscal 

yea r 1962 is $428,340.
(&)  Insta lla tio n dates of EDP  equipment: See following schedule.
(c ) In selecting  IBM-305  (RAMAC) equipment , no ma nuf acturers were 

reque sted to furn ish  wri tten  proposals.
In selecting the RCA-501  computer, systems specifications were dis trib ute d 

to 20 m anu fac tur ers  of electronic d at a process ing equipme nt—7 responded ; 2 
subseq uently with drew  the ir proposals. The remaining  five proposals were 
evaluated by the Natio nal Bureau of Stan dard s. Selection was made by 
GSA ba sed on the  National Bure au of Sta nda rds ’ recommendat ion th at  the 
RCA equipment bes t suite d our needs, all per tinent  fact ors  (inc luding cos t) 
considered.

(d ) Selection of IBM-305 (RAMAC) was  made following a canvas s of 
avai lable  equipm ent by GSA staff. This  canvass showed th at  competi­
tive equipment, providin g the da ta processing capac ity required , rent ed in 
excess of RAMAC.

Ins tallatio n dates of da ta-processing equipment by GSA

Reg ion EA M
E D P

IBM-30 5 RCA-5 01

1 Ap ril  1956_____
2 . .................................................... De cemb er 1952..
3 ..................................... Ju ly  1919_____ Ju ne  1961.
4 ____ __________________ Ap ril 1952............ Nov em he r 1959.
5 _____________ ___ Ap ril  1956_____
6 ............. .............................. . ............ . ......... Se ptem be r 1952 Nov em be r 1958..
7 ................................ . ........................................... Ap ril  1956_____ Ja nu ar y 1960___
8 ............... ......................................... . Marc h 1956. _ . . Se pte mb er I960 ..
9 ____________________ _____ M ay  1953. ........ M ay  I9 60 .. ........
10 . ______________ M arch  1956____
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Senator Magnuson. We have had the other agencies up here and 
they have all asked for a certain amount of money to evaluate ins talla­
tion of th is processing. Now is it my understanding tha t GSA rents 
the machines for the other agencies ?

Mr. Turpin. No, sir.
Air. Chairman,  there are schedule contracts made by GSA with 

equipment manufacturers against which other agencies place orders 
for the purchase or rent of machines.

Senator Magnuson. But they pay for them out of thei r appro­
priation ?

Air. Turpin. Yes, sir.
Senator  AIagnuson. You might be the agent to get the machine 

and make the contract  ?
Air. Turpin. We would be the agency tha t would make the con­

trac t, and they pay for it out of their  own appropriation.
Senator AIagnuson. I see. Because most of them this year I  noticed 

in their  justifications had some mention of the evaluation and the 
possibility of buying them, or get ting into the data processing in the ir 
agencies.

All right , we thank you all very much. As far  as the chairman 
knows, the hearings on independent offices are closed for this fiscal 
year and we will leave the record open until  Frid ay afternoon because 
Air. Cooper has to get this evaluated for us. We plan to mark the 
bill up a week from Monday, because we will not have many around 
here next week, which will be about July  10, and hope to be able to 
get it up on the floor within tha t week and maybe have a conference 
in that week so you will know where you are, depending on the condi­tions on the floor.

Thank you very much, gentlemen.
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(The fol low ing  inf orma tio n and  cor resp ondence were  la te r re ­
ceived  :)

[To  follow sch edule s on p.  394].

GS/l public buildings construction projects approved by congressional Publ ic Works  
Committees during 87th Cong, tinder sec. 7(a) of the Publ ic Bui ldin gs Act  of 
1959

[Dol lars in tho usands]

Cal ifornia:
Calex ico, B PS......................... ...................
Los Angeles- Ixmg Beach Har be r are a,

C U ..............................................................
Flo rida:

Jac ksonvil le,  FO B ................ . ...................
Marian na , PO  C T (C R )..........................
St. Pe ter sburg , FO B .............................

Georgia: Macon , PO  FO B ..............................
Ida ho: Po rth ill,  BS ........................ ..............
Iow a: Des Moines , F O B .................................
Ke ntuc ky :

Lou isville , FO B _____ _______________
Lou isvi lle,  PO  C T  CU (C R )..................
Owensboro,  PO  C T (C R ).......... .............

Louisiana:
New Orleans,  PO  CT (C R )....................
New Orleans,  FO B (C R ).  ....................

Ma ine : Hou lto n, B P sec. H q .........................
Michi gan :

Det ro it,  PO  C T  (C R )...............................
Grand  Ra pids , PO  C T (C R )..................
Sa ul t Ste . M ar ie,  BS.................................

Minn eso ta:
Pigeon  Ri ve r, B S............................ ..........
8t . Pa ul , C T FO B ...........................

Ne braska : Grand  Is land , l’ O CT (C R )___
New  Ha mpshi re : Conco rd,  PO  C T ....... .
N or th  Carol ina : Fa ye tte vi lle , PO  C T .......
Nor th  Dak ota: G ra nt  Fo rks, PO  CT (CR)  
Oklah om a: Ok lah om a C ity,  PO  CT (CR) . 
Pe nnsy lva nia:

Ha rri sburg, C T FO B ...............................
Ph ila de lph ia,  CT FO B ............................

Texas:
Del Rio,  B P sec. H q .................................
Del  Rio , B S.................................................
Fo rt  W or th , FO B .....................................
Ho uston, PO  C T (C R)  ......................

Virgin ia:  Ch arlot tes vil le,  HEW  buildin g. ..
W ash ing ton : Spokane, C T FO B ........ ..........
D is tri ct  of Co lum bia : FO B No. 5 . .. . .........

To ta l (33 p rojec ts) .

Est im at ed  cost Date a pp rove d

To tal Impro ve- Sit es and Ho use Sena te
me nt  cos t expenses

$375 $319 $56 Ju ne  14-1961 Ju ne 26,1961

3,250 2,240 1,010 ___ do - ___ Do.

9,573 7,815 1,758 ___do  ............ Do.
633 546 87 ___ do .......... Do.

5,325 4, 403 922 ___ do _____ Do.
4,334 3, 532 802 Apr. 18,1961 M ay  23,1961

152 128 24 Ju ne  14,1961 Ju ne  26,1961
10,335 9,002 1,333 ___ do . . . . . Aug. 16,1960

13,100 11,202 1,898 ____do _____ Ju ne  26,1961
1,209 l'09 6 114 ___do - .......... Do.

337 295 42 ___ do .......... Do.

3,872 3,629 243 ....... do . ......... Do.
1, 415 L290 125 ___d o . . . . . . . Do.

410 352 58 ........d o - . ......... Do.

4,628 4. 315 313 ___ d o .............
831 737 94 ___ d o ______ Do.
312 270 42 do . . . . Do.

351 310 41 ........do............. Do.
11,673 10,120 1,553 ........do ......... . . ........Do.

364 322 42 ........d o______ Do.
4,036 3,520 516 ____do............. Ju ne  26,1960
2, 690 2,235 455 ____d o............. Aug. 16,196b

370 325 45 ........do _____ Ju ne  26,1961
879 794 85 ........d o........... . Do.

7.470 7,005 465 ___ do ______ Do.
42,680 40,380 2,300 ........do . . . . . . Do. '

535 483 52 ........do............. Do.
342 300 42 ........do ............. Do.

20. 600 16,623 3,977 ___ do ............. Aug. 16,1961
1,618 1,393 125 ........do............. Ju ne  26,1961
2,333 2,171 162 ........do............. Do .'
8,694 7, 212 1,482 ........do............. Do.

42.000 38,200 3,800 ____do  ____ Do.

206.626 182,563 24,063

1 Senate co mm itte e ap proval  of th e 2 pro jec ts (D et ro it,  Mich ., and Ph ila de lphia,  Pa .)  wil l s ta nd  un less  a 
de murrer is filed by  a comm itte e me mb er on  o r before Ju ne 30,1961.

N ot e.—Exc lud ed from the  foregoing is a pro jec t for an  em ergency opera tions  ce nt er  for OCD M  in  the  
are a of Har va rd , Mass ., for which  purpo se $2,500,000 is Inc lud ed in II .R . 7445 u nd er  the  “ Co ns tru ct ion of 
fac ilit ies ” ap pr op ria tio n of O CDM . Th e pro jec t was a pp rove d at  a l im it o f cost o f $3,000,000 by  th e Sen ate  
Pu bl ic  W ork s Co mm ittee  on Ju ne  2 6,19C1. Ac tion by  House  co mm itte e s till  pen ding  as of  June  27,1961.

U.S. Civil Service Commission, 
Washington, I).C., Jun e 22, 1961.

lion . Warren G. Magnuson,
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 

Bil l for 1962, U.S. Senate.
Dear Senator Magnuson: In my let ter  of Jun e 6, 1961, in resj>onse to your 

le tte r of June  2, 1961, I outlined the effects of the action taken by the  Com­
mittee on Appropriat ions of the  House on the several appropriat ions and funds  
of the Commission as provided in H.R. 7445, the independent offices appro pria tion 
bill, 1962. In that  le tter  res tora tion  of cer tain  amounts was requested. I subse­
quen tly supported this  res tora tion  in hearings before your  subcommittee on 
Monday, June  12, 1961.
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D ur in g th e  he ar in gs yo u m ad e re fe re nc e to  la ng ua ge  ad de d by th e  H ou se  

co m m itt ee  un der  th e ap pro pri at io n  ti tl e.  "P ay m en t to  Civ il Se rv ic e R et ir em en t 
an d D is ab il ity F und .” The  la ng ua ge  is  fo un d un de r th a t ap p ro p ri a ti o n  ti tl e,  
pa ge  9, lin es  9 th ro ug h 16  of  th e bil l, an d re ad s as  fo ll ow s: "P rovide d,  T h at 
th e Ci vi l Se rv ic e Co mm iss ion  sh al l in cl ud e an nu al ly , in  it s est im at es  to  th e 
B ur ea u of  th e Bud ge t, es ti m at es  of  th e  ap p ro pri at io ns ne ce ss ar y to  re im bu rs e 
th e civi l se rv ic e re ti re m en t an d d is ab il it y  fu nd  fo r th e am ou nt s pai d out of  th e 
fu nd by re as on  of  th e  en ac tm en t of  Pu bl ic  La w 85 -4 65 , an d th e B ur ea u of  th e 
B ud ge t sh all  su bm it an nu al ly  to  th e  Con gr es s est im at es  of  th e  ap p ro pri at io ns 
ne ce ss ar y to  re im bu rs e th e  fu nd  fo r su ch  am ou nt s. ”

Th e Co mm iss ion  ha s been  st ud yin g th e  eff ec ts of  th is  la ng ua ge  an d now 
re qu es ts  th a t th is  la ng ua ge  be de le te d by you r co m m itt ee  b ecau se :

(1 )  I t  re pre se nts  su bst an ti ve le gi sl at io n in  an  ap pr opri at io n  bi ll:
(2 )  it  pr op os es  to de al  w ith th e  fin an ci ng  of  th e  an n u it y  in cr ea se s 

pr ov id ed  by Pub lic  La w 85-4 65  in a m an ne r di ff er en t fro m an n u it y  in cr ea se s 
en ac te d in  o th er la w s be fo re  th e  85 tl i Con gr es s an d is co n tr ary  to  th e  po lic y 
of  th is  ad m in is tr a ti o n  th a t su ch  an n u it ie s sh ou ld  be pa id  fr om  th e civi l 
se rv ice  re ti re m en t an d dis ab il it y  tr u s t fu nd  on th e  sa m e ba si s as  o th er 
an n u it ie s a re  pa id  fro m th a t tr u s t f u n d :

(3 )  it  re quir es  th e  B ur ea u of  th e  Bud ge t to  su bm it est im at es  of  appro ­
pri at io n  to  th e  Co ng ress w ith  th e in te nt io n,  ac co rd in g to  th e co m m itt ee  
re po rt , th a t th es e es ti m at es  bec om e th e bas is  fo r en ac tm en t of  appro pri ­
at io ns . T hi s pr ov iso wo uld  re quir e th e B ur ea u to  su bm it su ch  es ti m at es  
ev en  tho ug h it  m ig ht  be co n tr ary  to th e  P re si de nt 's  p oli cy  th a t ap p ro pri at io ns 
be mad e fo r th is  p u rp o se ; an d

(4 )  th e re  i s pe nd in g be fo re  th e Co ng re ss  fo r co ns id er at io n th e re su lt s of  a 
st ud y m ad e by th e  G en er al  Acc ou nt ing Office, B ur ea u of  th e  Bud ge t, an d 
th e Civil  Se rv ic e Co mm iss ion  fo r th e pu rp os e of  es ta bl is hi ng  a per m an en t 
pr og ra m  fo r th e fin an cin g of  th e G ov er nm en t’s co nt ri bu tion s to th e  re ti re ­
m en t f un d.

T he  Co mm iss ion  wo uld th er ef or e ap pre ci at e ac ti on  by you r su bc om m itt ee  to  
del et e th e pr ov iso from  th e  la ng ua ge  of  th e  ap pro pri at io n  bill.

By  di re ct io n of  th e Co mm iss ion .
Si nc er el y yo ur s,

J oh n W.  Macy, Jr .,  Cha irman .

U.S . Civ il  S ervice Com m is si o n ,
Washington, D.C., June  9,1961.

Ho n. W arren G. Mag nuson ,
Chairman, Subcommittee  in Charge of the Indepen dent  Offices Appropriat ion 

Bill  for 1962, U.S. Senate.
D ear Senator Magn uson : Th e Co mm iss ion  su bm its he re w it h  a pr op os ed  

am en dm en t to  it s bu dg et  re qu es t fo r th e fiscal  y ea r 19 62 . T he  P re si den t an d th e  
B ur ea u of  th e B ud ge t ha ve  au th or iz ed  us  to  re ques t th e  Sen at e to in cl ud e addi­
tion al  fu nd s to fin an ce  ad de d wor kloa d fo r co nd uc ting  p ost m as te r ex am in at io ns . 
T his  m att er ha s be en  disc us se d w ith  th e ch ai rm an . Su bc om m itt ee  on In de pe nd ­
en t Offices, Com m itt ee  on A pp ro pr ia tio ns , H ou se  of  R ep re se nt at iv es , an d h e  h as 
no  obj ec tio n to ou r m ak in g th is  re qu es t o f yo ur  s ub co m mitt ee .

En clo sed ar e co pie s of ju st if ic at io n m ate ri a l re gar din g  th e  in cr ea se d w ork ­
lo ad s re su lt in g from  th e re vi sion  of  qu al if ic at io ns  fo r pos tm as te r po si tion s.  
T he im pr ov em en t an d st re ng th en in g of  th e  qu al if ic at io n st an d ard s ca us ed  th e  
ca nc el la tion  of  li st s of  eli gi bl es  on ex is ti ng  re g is te rs  as  well  as  th e def er m en t of  
some  new  ex am in at io ns . T he  ad di ti ona l w or kl oa d ex pe ct ed  to  de vo lve up on  
th e  Co mm iss ion  is  th e  an no un ce m en t of  1,76 8 post m as te r ex am in at io ns w it h  th e  
ac co m pa ny in g ta sk s of  ra ti n g  ap pl ic at io ns , est ab li sh in g  re gi st er s,  cert if y in g  
eli gibles , an d an sw er in g in qu ir ie s.  We ha ve  ag re ed  w ith th e  P os t Office D e p a rt ­
m en t to  sp re ad  th is  w or k ov er  a 2- ye ar  pe rio d.  Ac co rd ingly,  we re q u est  th a t  
th e  Co mm iss ion ’s “S al ar ie s an d ex pe ns es ” ap pro p ri a ti o n  fo r 19 62 , now pe ndin g 
be fo re  th e  Se na te , be am en de d to  incl ud e $2 26 ,0 00  addit io nal  to  ac co m pl ish on e-  
h a lf  of  th is  wor k in fis cal y ea r 196 2. Fun ds to  co m pl et e th e  ba la nc e of  th e  
w or kl oa d wi ll be in cl ud ed  in  th e  Co mm iss ion ’s bud ge t re ques t fo r 19 63 .

T he fa vo ra bl e co ns id er at io n of  yo ur  co m m itt ee  to  th is  re ques t w ill  be  ap p re ­
ci at ed .

By  d ir ec tion  o f th e Co mm iss ion .
Si nc er el y yo ur s,

John W. Macy, Jr., Chairman.
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U.S. Civil Service Commission

The Congress, through the  Civil Service Act and subsequent  legislat ion in­
cluding  the Pres iden tial  Pos tmaster  Act of 1938, has  placed upon the Commis­
sion the responsibility for developing and operating  a  system of tilling positions 
in the competitive  civil service on the basis of mer it and fitness. The objective 
of the  Commission’s recruit ing and examining act ivity is to meet the  employ­
ment needs with  the best qualified citizens who a re available for appointm ent.

Determination  of the  qualifications stan dar ds for the various  positions  is a 
key step in meeting these  objectives. Periodic reviews to make sure  that  the  
experience and tra ining requirements reflect the  constantly  changing advances in 
technology and business methods are  necessary . The joint  review of the  post­
master  standa rds  is such a step. These standa rds  had not been reviewed or 
revised since 1953.

The review of these standard s was requested by the Pos tma ster  General be­
cause, in reviewing the lists  available  to the Departm ent in Feb ruary 1961, 
he concluded that  the exis ting experience and tra ining requi rements for these  
positions did not consistently  furn ish the caliber of persons needed to manage 
and operate modern posta l establ ishments. As a result  of the  review, the Com­
mission has  modified these  standa rds  to increase the amount of experience re­
quired for these pos itio ns; to permit subs titu tion  of app ropriate education for 
pa rt of the required experience; and to revise the  manner of determ ining  an 
applicant’s general repu tation as to character and fitness and his abili ty to meet 
and deal with the public effectively.

As a result  of the adoption of these  stan dards, 2,180 vacancies in postmaster 
positions  must be filled, over and above the number of Pres iden tial  postmaster 
examinations included in the original budget. The excess workload resu lts from 
the exam inations which were canceled as a result of the Commission-Post Office 
agreem ent and from the deferment of the announcement of new exam inations 
in the l at ter pa rt of fiscal year 1961.

Changes in procedures made as a  p ar t of the review, par ticu lar ly with respect 
to the hand ling of noncompetitive exam inations for  the promotions of posta l 
employees to postmas ter positions, will permit  the  Commission to absorb 412 
of these examinations with  funds al read y budgeted. This  leaves 1,768 cases for 
which funds are not now available. However, th is amount of workload can­
not be processed along with  the regu lar workload of postmaster examinations in 
1 fiscal year. By agreem ent with the Post Office Department, it will be spread 
over 2 fiscal years . Funds are  therefore requested to process one-ha lf of this  
addi tiona l workload in fiscal year 1962. Fund s for  the balance  will be included 
in the budget for the fiscal year 1963.

An addi tional $226,000 will be required in order to process 884 addi tional 
Pres iden tial  postmas ter examinations. By objec t classification, this money 
will be applied as fo llows:

O bj ec t cla ss N u m b er of  
pos iti on s

F u n d s
re q u ir ed

11. Per so nne l com pen sa ti on______ ______ ____ _  __________  ______________ 30 $208 ,000
12. Per so nne l be ne fi ts  . .  _____________________________ ________________ 0 15, 700
24. P ri n ti n g  a n d  r ep ro d u c ti o n .................... ....... ..................... ...........  . ...................... 0 1.300
26. Supp lie s a n d  m a te r ia ls - .. .............. ....... ............. .................................................. .. 0 1,000

T o ta l........................ ....................................................................................................... 30 226,000
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P re siden ti al P os tm aste r Workloa d

1. Examina tion s to be announced
(а) Or iginal pr ogra m __________________________________________________  1, 100
(б) Rev ised  pr ogra m ___________________________________________________ 1, 984
(c) D iff eren ce _________________________________________________________  884

2. Cost requirements by function

Fu nc tio n
Cost per 

unit

Or iginal pro gra m Rev ised pro gra m Ad dit iona l
requ ire men t

U ni ts Do lla rs Uni ts Dollar s Uni ts Do lla rs

Co nd uc tin g e xa m inat io ns _____
Es tabl ish ing an d maintaining  

re gi ster .. ________________

$23.38 8,140 $190,300

7,400
16,500
40,800

14,819 $346,400

12,600 
29,700 
74,300

6,679 $156,100

5,200
13,200
33,500

Ce rti fyi ng  el ig ib le s. ....................
Answering  in qu ir ies........... .........

4.99
4.81

3,300 
8.478

5,952
15,434

2,652 
6,956

F ederal Com mu nica tio ns  Com m is si on ,
Washinffton,  D.C., June 21,1961.

Ho n. W arren  G. Magn uso n,
U.S. Senate, Washington, D.C.

Dear Senator Mag nu so n: My att en ti on  li as  been ca lle d to th e  te st im on y of 
Dr. A. V. Asti n,  D irec to r of  th e  B ur ea u of  S ta nd ar ds,  a t th e Ju ne 19, 1961, 
he ar in g  be fo re  th e Sen at e su bc om mitt ee  co nc erni ng  th e  1961-62  ap pro pri at io n  
fo r th e D ep ar tm en t of  Co mm erce. D r. Ast in  w as  se ek ing re in st a te m en t of  an  
appro pri at io n  of  $750,000 fo r cert a in  ba sic re se ar ch  ac tiv it ie s in co nn ec tio n w ith 
sp ac e co mmun icat ions .

In  th is  co nn ec tio n,  yo ur  qu es tio ns  in di ca te d th a t th ere  m ig ht  be som e possi ble  
du pl ic at io n of  ef fo rts as  be tween th e prop os ed  pro je ct s o f th e B ure au  of  S ta nd­
ard s an d th e pl an ne d ac tivi ti es  of  th e F edera l Com m un icat ions  Co mm iss ion  in 
th e fie ld o f  co mm un icat ions  by mea ns  of  sp ac e sa te ll it es .

Our  te st im on y be fo re  th e A ppr op ri at io ns  Su bc om mittee , of  which  you ar e  
ch ai rm an , st a te d  th e Co mm iss ion ’s ob ject ive in es ta bl is hi ng  a jo in t ven tu re  by 
p ri vate  en te rp ri se  which  wo uld  becom e th e U.S.  en ti ty  which  u lt im at el y  wo uld  
oper at e a sa te ll it e  c om m un icat ions  sy ste m. We st a te d  th a t su ch  a p ri vate  e nti ty  
wo uld under ta ke re se ar ch  an d de ve lopm en t, in  co op erat ion w ith  th e Gov ernm en t, 
to  place in op er at io n such  a syste m.  We al so  st a te d  th a t th e u lt im ate  te ch ni ca l 
an d econom ic fe as ib il ity of  su ch  a co m m un icat ions  syste m ha d been ac ce pt ed  ge n­
er al ly  in th e Uni ted St at es .

Add iti on al ly , we  im pl ied th a t it  w as  es se ntial  th a t th e Uni ted S ta te s be ab le  
to  dem on st ra te  t o o th er na tion s th a t th e te ch ni ca l para m et er s o f  th e sa te ll it e  com ­
m un ic at io ns  sy stem  proposed  by th is  co un try wi ll be th e mos t pr ac tica bl e.  We 
ad vi se d th a t th e freq ue nc y al lo ca tion s an d th e te ch ni ca l par am ete rs  ce rt ai n ly  
wo uld  be th e su bj ec t of ne go tiat io ns  a t th e fo rthc om in g In te rn ati onal Rad io  
Con ferenc e in 1963, an d th a t we  re qui re d ex tr a  pe rson ne l to co nce ntr at e on th e 
pre para ti ons an d par ti ci pat io n  in  th is  Co nfere nce.

As I unde rs ta nd  th e te st im on y of Dr . Asti n,  th e ir  re se ar ch  is de sig ne d to se cu re  
more prec ise kn ow led ge  of  th e ba sic  n a tu ra l pro pe rt ie s of  th e up pe r atm os ph er e 
af fe ct in g th e pr op ag at io n of  p art ic u la r freq ue nc ies. In  co nn ec tio n w ith it s 
re se ar ch  an d de ve lopm en t pr oj ec ts  co nt em pl at ed  to  co ns ta nt ly  im pr ov e co mmu­
ni ca tion s eq uipm en t an d tech ni qu es  ji er tinen t to  sp ac e co mm un icat ions , p ri vate  
in dust ry  wi ll co nt in ue  to- re ly  he av ily  on  th e  ba sic re se ar ch  of  th e B ure au  of 
Sta nd ar ds . I shou ld  al so  lik e to em ph as ize th a t th is  Co mm iss ion  uti lize s th e 
re su lt s of  B ur ea u of  S ta ndar ds ba sic re se ar ch  in co nn ec tio n w ith  it s const an t 
review  of  pr op ag at io n ch ar ac te ri st ic s an d th e ir  re la tion to  te ch ni ca l st andard s.

In  my  op inion , th ere  wo uld  be no du pl ic at io n of  th e re se ar ch  ac ti v it ie s of  th e 
B ur ea u of  S ta ndard s an d th os e under ta ken  by  pri vat e ente rp ri se  in  de ve loping  
a sa te ll it e co mm un icat ion syste m.

Sinc erely  you rs ,
T. A. M. Craven, Commissioner.
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Federal Housing Administration,
Washington, D.C., June  27, 1961.

Hon. Warren G. Magnuson,
Chairman, Independent Offices Appropria tions Subcommittee,
U.S. Senate, Washington, D.C.

My Dear Senator Magnuson : Following our hearing  before your  appropria­
tions  subcommittee on Monday, Jun e 19, you handed to me the  enclosed letter, 
which you had received from Sena tor Thomas II. Kuchel, on the subject of 
our  use of fee appraisal services as a means of reducing the heavy backlogs 
of work with  which most of our field offices a re confronted.

In providing the inform ation  requested, may I first  say that  the reports 
reaching  Senator Kuchel are  very probably correct in indicatin g th at  there 
are many instances in which “a desired impetus to local economy, as well as 
to the  sale of large  quantit ies of materials , has been denied because of uncer­
tai nty when construction can be financed” [under FHA commitments].  I have 
been trying most earn estly to have  it recognized by all concerned that  the tre­
mendous backlogs of unprocessed applica tions for mortgage insurance  in our 
field offices repre sent criti cal delays  in cons truct ion star ts and consequent con­
stru ction employment, as well as in purchas ing, production  and employment 
in the building supply and equipment industries. Simi larly  our inabi lity to 
process and promptly pay our  tremendously increasing number  of mortgage- 
insurance claims—and we have nearly  a year  of backlogged work in thi s 
activity—represents the prolonged tieup  of many millions of dolla rs of private 
funds that  otherwise  could be a t work in the  economy. All of this  is in addi tion 
to the basic fac t tha t, in not being budgeted and staffed to handle our  work 
promptly, we are  failing to provide  the level of service  that  home buyers are  
paying us to perform. Yet there is nothing fu rth er  th at  we can do to remedy 
the situation without  increased expense author ization  in propor tion to the 
rising volume of our  workload  and the Increased burden upon our  expense 
authorization resu lting  from the change in appropriation language th at  has 
required us to charge the cost of fee appraisals aga inst  that  auth orization .

We consider fee-appra isal services a vita l resource to be used selectively and 
discr iminately  in avoiding or relieving  ac ute backlogs and delays  in the process­
ing of mortgage-insurance applica tions during periods  of peak loads in volume 
when other less expensive staffing resources (such as overtim e and part -time 
employment) have  been used to the limit of the ir avai labi lity  or feasibility . 
Pr ior  to the fiscal y ear 19(11, we were not required to charge the  cost of fees for 
such service aga ins t our  expense limitation . Accordingly, in the exceptionally  
high-volume year of fiscal 1959, we had used a tota l of more than  $6,335,000 
worth  of such outside services. Under the  Independent Offices Appropriat ion 
Act of 1961, however, we were required to charge all such fee costs aga inst our 
expense limitation . Yet, this  limi tation was  not increased above the budgeted 
amount to allow for  the  charges. As a result  of this and other unanticipated 
expense requ irements (including a several-100-percent increase in the level of 
our  insuranc e claims and property-acquisi tion workloads, which are sep ara te 
and dist inct from our insurance-processing w ork), it has  been necessary virtu ally  
to eliminate  the use of fee services, except in our  relat ively  minor certified 
agency program.

It  is my understand ing that  the  Veteran s’ Administra tion,  in its  home loan 
guarantee program, uses fee-appraisal services and can do so withou t limit, 
since it is not required to charge their  cost aga ins t its  budget appropria tion.  
That seems to be the  essential difference between the ir situ atio n and ours. In 
both programs—th e VA and the  FHA—the home buyer ultim ately  pays the 
fee, but we are  required by law to trea t it  as an oj)erating expense und er our 
annual budget limitat ion.

Our budget request for fiscal year 1962, as amended in our appeal to your 
committee from the recent House cut, provides for the use of as much as $2 
million for this  purpose  ($2,800,000, including the amount att rib uta ble  to the 
certified agency p rogram). If  the requested restoration  is approved, this should 
lx* adeq uate  for the  volume of business contemplated in the estimate (which, 
of course, does not allow for  the  effect of the pending housing bil l).

I tru st that  this  will sati sfacto rily  answer  Senator Kuchel’s question.  How­
ever, if furth er  inform ation is desired,  we shall be happy to oblige. Will you 
please express  to him our grati tud e for  his inte res t in the mat ter.

Sincerely yours,
Neal J. Hardy, Commissioner.
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U.S. Senate ,
Com m itte e on Appropriation  s,

May 8,196 1.
H on . W arren G.  Magn uso n,
Chairma n, In depen dent Offices Appropria tions Subcommit tee,
U.S. Sen ate, Washinyton, D.C.

Dear Mag gie: From severa l sources  in Calif ornia , I have received repeated 
complaints about the delay in processing applic ation s with  the  Federal Housing 
Adm inist ratio n because of the large backlog of cases which has  accumulated 
through personnel shortages.

The re have been many instances, I am told, where a desir ed impe tus to local 
economy, a s well as to the sale of large  qua ntit ies of mat eria ls, has  been denied 
because of uncerta inty  when constructio n can be financed. I have ju st  been 
told th at  in one area  the res tric tion s upon payment to outs ide app rais ers  hired 
on a per  diem basis have seriously slowed down homebuilding activi ties, with 
delay s in processing app licati ons runn ing 60 to 90 days.

I wish to bring to your atte ntion the comment of a leading member of the 
real  est ate  indu stry in one California city, who takes the view th at  use of 
hired  fee app rais ers  is the most economical means of reducin g the  FHA backlog. 
In a re cent  lett er he made thi s com men t:

“The VA loan program  is a good example of fee app raisal  service where 
a backlog never existed  with the appraiser s, but  where  fee app rais ers  have 
alwa ys been avai lable  for work day in and day out  thro ugh the  years in suf­
ficient numbers to carr y the app rais al load at  no cost to the Government.”

In anti cipa tion  of the hear ings  on the 1962 budget esti mat es for the FHA, 
I believe it might be helpful if the  subcommittee staff obtained information 
regard ing  the  Vete rans’ Adm inist ratio n procedures and experien ces, so th at  
we mig ht compare resu lts with the situa tion  involving the FHA.

With  kind regards.
Sincerely yours,

T ho ma s H. Kuc he l, U.S. Se nator .

Seattl e, W a s h ., Ju ne  22,1961 .
H o n . W arren G.  Magn uso n,
Senate, Washinyton, D.C.:

We are  hopeful II.It. 7445, independent offices appropriat ion bill conta ining 
FHA budget with  $5 million additional fund s over previo us fiscal year  will 
cle ar in sufficient time to afford continued and uni nte rru pte d FHA services, on 
local level. Your ever-consta nt efforts  in behalf of building indu stry  economy 
in th is rela tion  greatly  a ppreciated.

Arc hie I verson,
Pres iden t,

C. F. D all y,
Chairman.

(F or the FHA Committee Home Builde rs Associat ion of Gre ater  Sea ttle .)

U.S. Sena te,
Com mitte e on Agricul tur e and  F orestry,

Ju ne  22,1961.
Hon. W arren G. Magnuson ,
Chairman, Subcommittee on In dependent Offices Appr opriat ions,
U.S. Senate, Washinyton, D. C.

D ear Mag gie: You will reca ll our discussion regarding the  Montpelier, Vt., 
Fed eral  Building  when we rode up togethe r from downtown.

As long as I can remember the  pres ent building  has  been considered  obsolete 
and inadequate, and why the  c api tal city of Vermont should have to wait so long 
to get  a new building, I have never been able to unde rstan d.

The arc hit ects’ plans are  now expected to be completed by October 23, and 
November 1 at  the lates t. I have been told th at  if fund s ar e appr opriated  th at  
cons truction  can be sta rted in the spring. In a Sta te like Vermont this  is the 
best time.

The amount needed is $1,324,000, and I will appreci ate the inclusion of this  
amou nt in the  curre nt independent offices appropria tion s bill.

Best regard s.
Sincerely yours,

George D. Aik en .
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House of Representatives, 
Washington, D.C., Ju ne  26,1 961.

Hon. Warren G. Magnuson,
Chair man, Subcommittee on Ind ependent Offices,
Senate Committee on Ap propriatio ns, Washington, D.C.

Dear Senator : It  is my und ersta ndin g that  your  subcomm ittee will shortly be 
considering appropriat ions for the  public buildings which have been autho rized  
by th e Congress.

I would like to call your atte ntio n to one such auth oriz atio n which con­
templates the construct ion of a courth ouse and Fed era l office building for 
cou rt a nd other  Fe dera l agency use in St. Paul, Minn.

In his prospectus the General Services Admin istrator points out the estim ated  
cost of s ite and design, etc., a t $1,553,000.

I respec tfully urge your  subcomm ittee to include this  amount in your 
recommendations so t ha t t he Government  may proceed w ith this  pro ject as rapidly 
as possible.

I believe this  project is urgently needed for the following rea sons:
1. The Present U.S. courth ouse was constructed  in 1900, and is function­

ally obsolete.
2. The buil ding is ineffiicent to m aint ain and opera te.
3. A new buildi ng would perm it consolidation  in one location of more 

tha n a score of Federal  agencies.
4. Many of these  agencies now o pera te in rented space which costs about 

$154,000  per  annum.
5. The survey made by the Governm ent has  determi ned th at  (a ) the 

needs for space of the Federal Governm ent in this  are a cannot be satis-  
lied by util iza tion  of exist ing suita ble prop erty  now owned by the  Govern­
ment, and (6 ) suitable  rental space is not availab le at  a price commensura te 
with th at  to be afforded by the proposed new building.

If  I can be o f any fu rth er  assistan ce in helping the subcommittee report this  
project fa vorably, you may re st ass ured  I  will be happy to do so.

Sincerely yours,
J oseph E. Karth.

Newmark & Co.,
Hew York, H.Y .,Jun e 22 ,196 1.

Hon. Carl Hayden,
Chairman, Appropria tions  Committee,
U.S. Senate, Washington, D.C.

Dear Senator Hayden : It  has been brou ght to our atte ntio n th at  the  Fede ral 
Government plans to cons truct  a Post  Office and Federal  Office Build ing in the 
city of Austin, Tex.

At the present time, with the overabunda nce of space in this city, and the fact 
th at  the Sta te is in the process of a cons truct ion progra m for Sta te office build 
ings, th is b uildin g is unnecessary.

Our firm represen ts a group of small investors  who own and operate the 
Lawich Build ing in Austin, which is completely  occupied by the Federal Govern­
ment at  a ren tal  of $2.88 per squa re foot. The building was bui lt in April 1954 
and the  service s rendered to the  Government are  as follows: Elev ator  service; 
full cleaning servi ce; he at in g; ai r con diti oni ng; re pa ir s; and free  electric 
curr ent.

When the Fed era l Office Building  is completed, our building, as well as other 
buildings  in Austin , will be vacated and the  dra in on the economy the re will be 
severe, as the Federal  Government does not  pay taxe s to the city whereas we, as 
priv ate  investors, do pay taxe s to the city of Austin, as well as to the Sta te of 
Texas. In my judgment, the Federal Governm ent cannot unde r any circum­
stanc es compete with our building  in ren tal  value, unless you take into account 
the fac t th at  the Government does not pay any rea l estate  taxes .

Fur ther more, our building  was buil t from specifications supplied  to us by the 
Fed eral  Government, so t ha t there is no d oubt t ha t the requ irem ents of the Gov­
ernm ent have been ta ken care of. Ther e was  also a provision made for the pos­
sibi lity of building two additional floors on the  building, if and when the 
Government needed this  expansion. Up to the pres ent time ther e has been no 
need for this exp ans ion ; however, we h ave been in contact with  the  Government 
and advised  them th at  we would be only too happy to tak e care of the ir addi­
tional requi rements if  need be.

The city of A ustin  does not need a Fed era l Building a t thi s time, and in fact  in 
my opinion the  constructio n of this  type of building would be ju st  a waste of
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taxpayers’ money. This money should be spent in other areas of the country tha t are in desperate need of this type of construction. I feel tha t all a new Federal Office Building can do at this t ime is cause economic chaos to a city that  doesn’t need overbuilding now or certainly  within the next 10 years.Our office has never been one to write letters  such as this, however, we feel so strongly about th is tha t we thought it best to br ing the matte r to your a tten­tion, and anything you might do to help us in this situation will certainly  be appreciated.

Sincerely yours,
Aaron Gural, Managing Partner.

Sta tem ent  of F rancis W. Stover, D irector, Nation al  Legisla tive Service, 
Vete ran s of F oreign W ars of th e  Unite d States

Mr. Chairman and members of the subcommittee, may I extend my deep appreciation in behalf of the 1,300.000 members of the Veterans of Foreign Wars of the  United States for the privilege and opportunity to present our views con­cerning the appropria tion for the Veterans’ Administration for fiscal year 1962. The VFW has 8,500 local posts in every State  in the Union, as well as overseas and foreign countries. Of all the legislatiou affecting veterans the annual appropriation must necessarily head the list.
The Veterans of Foreign Wars lends its support to this appropriat ion as approved by the House on June 7. So fa r as cau be determined the obligated items are predicated on sound and adequate estimates and I will not dwell on any of these items, except to note that programs such as comiiensatiou, medical care, and pensions constitute some of the most cherished benefits of veterans, their dependents, surviving widows, children, and dependent parents.The item for construction of hospitals and domiciliary facilities has been approved by the House at the recommended amount of $75 million. The House committee reported this item $5 million less than the amount recommended by the President and the VFW is proud of its participation and support of the so-called Teague amendment which restored the $5 million by teller vote on the floor of the House. This item is mentioned only to indicate that it is the second step of the $900 million, 12-year program to modernize and renovate the VA hospital system. Any reduction of the minimum $75 million per year would set back this program to the detriment of hospital facilities throughout the Nation. The VFW is hopeful that  this partic ular item will not be reduced this year or any of the remaining years for the projected life of this particular program.
In keeping with the construction program for VA hospital and domiciliary facilities is the item for medical care. It is noted that  the House has approved $27 million for medical research by the Veterans’ Administration. Giant strides  have been made in all fields of research, but I believe research in the medical field has made the most striking gains of all. Most of this research has been accomplished with the financial assistance of the Federal Government and the VFW has supported this most vital program. Any progress or discovery ob­tained as a result of this medical research not only will be of value in the treatment of veterans but will help all  mankind. With its more than 170 VA hospitals and its average daily patient  load of over 111,000 the Veterans’ Administration lends itself most favorably to a research program. The VFW, therefore, endorses the medical research program with the sincere hope tha t the proportionately small amount of money appropriated for this purpose will yield dividends beyond our wildest expectations.
These, Mr. Chairman, constitute the major points which the VFW is pre­senting for the special attention of this subcommittee. This should not, how­ever, be construed to indicate any less interest or importance in all the appropria­tion items for the programs and operations of the VA. It  is respectfully urged, therefore, tha t this bill be favorably considered and reported at the earlies t opportunity.
Again, may I  extend the deepest thanks and appreciation of the Veterans of Foreign Wars for the privilege of expressing our views concerning this most vital and important legislation which directly affects the daily lives of so many millions of veterans and their  dependents and survivors.
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Off ic e of Civil  and Def en se  Mobil ization

American  Medical Asso ciation,
Chicago, III., June 29,1961.

lion . Warren G. Magnuson ,
Chairman, Independent Offices Subcommittee, Committee on Appropriations, 

U.S. Senate, Washington, I).C.
Dear Senator Magnuson : I am w riting you in rega rd to the civil defense  and 

defense mobilization port ions of the independent offices appropr iations bill which 
is now before your committee.

The American Medical Association is deeply concerned at  the action of the 
House of Representatives in declining to app rop ria te the full amount requested  
in the President ’s budget for  civil defense and defense  mobilization activ ities . 
Specflcally, we are  concerned about (1) the reduc tion in funds for only 500 of 
the 1,000 civil defense emergency hospi tals requested, (2) the reduct ion in funds  
for tlie emergency operation of Federal departments , including the Department 
of Health , Education, and Welfare , and (3) the disallowance of funds for pro­
vision of shelte rs in Federa l buildings.

The American Medical Association has an abiding inte res t in and concern with 
the readiness  of the civil population , and partic ula rly  of the medical profession 
and institu tion s of the country, to deal with the situ ations  that  would confront 
us in the event of nuclear war. We have, over the years , worked with the  Public  
Health Service of the Depar tment of Heal th. Educa tion, and Welfare and the 
Office of Civil and Defense Mobilization (and  its predecessor agencies)  in de­
veloping the excellent plans, including the design of the civil defense emergency 
hospita l. We have part icipated  in the test ing of the hospital. In addition  to 
maintain ing our  council on national security with  supporting  staff, we a re carry ­
ing on a continuous campaign of information and stimulation to our Sta te and 
local cons tituent medical associations. For  some years  we have held regiona l 
meetings with the leaders of Sta te medical societies and the  Sta te and Federal 
Government  officials to sponsor and promote, as a professional  responsibili ty, 
the development  of medical p reparednes s fo r a nat ional emergency.

We subscribe firmly to the princip le that  mobilization readiness is a respon­
sibili ty of the  citizens,  insti tutions, and profess ions of this coun try as well as 
Hie Government, and we are  continuing to put  effort  and funds  into doing our 
par t.

We are  firmly convinced, however, that, without effective leadership and ex­
panded action by the Federal Government—which is, af te r all, constitu tionally 
responsib le for the  natio nal defense—progress  by the nongovernmental com­
muni ty will con tinue  to  lag.

The Public  Hea lth Service of the Departm ent of Heal th, Educa tion, and Wel­
far e has developed a potential ly effective program unde r the delegation from the 
Office of Civil and Defense Mobilization, which the American Medical Association 
actively supported. Some planning and pilot test ing has  been done, and there  
is urgent need that  the full amount of $8,700,000 requested for the  funct ions of 
Federal agencies be appropriated  so that  the  Public  Hea lth Service can, with 
our collaboration and support , car ry forward the heal th mobilization programs 
that  have been projected .

Rega rding  supplies and equipment, the American Medical Association sup­
ported the  appropr iations with which the presen t stockpile of the  1932 emer­
gency hospital was  procured. No new procurement has  been authorized since 
fiscal y ear 1957. but  analysis of the effect o f a “moderate” therm onuc lear attack 
upon the  United States indica ted th at  (1) the re would be a gross shor tage  of 
medical supplies, (2) it would be a ma tter of at  leas t months before any effective 
produc tion of medical supplies and equipm ent could be resumed. This requires 
th at  we expand  our stockpile of emergency hosp itals  as a defense measure of the 
same orde r as the development and tra ining  of mil itary reserves . We strongly 
urge t ha t the 1,000 hospitals  requested  in the  budget be Authorized.

We are par ticu larly dismayed at the continued refu sal of the Federal  Govern­
ment  to lead the  way and set the  example of implementation of the  national 
she lter  program. A few years ago, the association presented its views to the 
Mili tary Subcommittee of the House Committee on Government Operat ions 
(Holifie ld’s committee) in supp ort of the national  she lter  program. The Ameri­
can Medical Association stated its  conclusion as being that  fallo ut she lter was a 
necessary element of our civil defense  posture . We, again,  strongly urge tha t
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the fun ds req ueste d for pro vid ing  fa llo ut shelt er  in ex ist ing  and new Feder al 
cons tru cti on  be appro pri ate d.

Sin cerely  yours ,
F. J. L. Blasingame , M.D.

Civil  Aeronautics Board

(See  p. 817)
Los Angeles Airways , I nc.,

Los Angeles, Calif., June 30,1961.
The Chi ef  Clerk,
Independent Offices Subcommittee,
Senate Appropriations  Committee,
New S enate Office Building,
Washington, D.C.

Dear Sir : Du ring the  cou rse  of my test imo ny before  the Sena te Ind epe ndent  
Offices Subcommittee on Ju ne  23, 1961, Senat or Magnuso n req uested th a t the  
to ta l am ount of net  subsidy  rece ived  by Los Angeles Airwa ys,  Inc., since its  
incept ion  be ins ert ed into th e reco rd.

Accordin gly, we re spe ctf ull y subm it the following f igur es :
1947______________________
194S______________________
194 9__________________________
1060______________________
1951 ______________________
1952 ______________________
19 53  __________________________
1954 ______________________

$44,258 
311,327  
343, 514 
329, 298 
253, 781 
353, 616 
645, 059 
709,480

1955 ______________________  $756,828
1956 ______________________  857,159
1957 ______________________  898, 463
1958 ______________________  891,545
1959 ______________________  884, 977
1960 ______________________  1,001,959

Tot al _______________ 8, 281, 264
It  should be noted th at th is  sum is exc lusive of Fe de ra l income tax es and 

service m ail pay comp uted  a t $2.58 per ton-mile .
Sincerely yours,

C. M. Belinn , President.

Conclusion of H earings

(W hereup on,  at  12:35 o’clock p.m., Tuesd ay, Ju ne  27, 1961, the  
hearings on indepe ndent  offices a pp ropr ia tio ns  were  c losed.)
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