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SPACE SATELLITE CO~nIUNICATIONS

T1rC'SSDAY. AUGUST 3, 1961

L'.S. S£.....4n,
SnCOXXl:TI'EE ox )!OSOPOLT

Of' THE SF.LEC'T COII1UUT'ltt OX S~AL.LBCSIXLSS.
1r.uhington, D.C.

The subcommittee met. pursuant to call. at 10 a.m., in the Caucus
Room, Old Senate Office Building, Senator Russell B. Long (chair
man of the subcommittee) presiding',

Present: Senators Lon£:" and JanIs.
Also present: BenjamIn Gordon. sta II economist: )!a.nlev Irwin,

assistant staff' economist: ~eal Peterson. counsel; 'Willia.m Leonard,
le~lslative assistant to Senator Long; and Allen usser, 'legislative
assistant to Senator J a \·ils.

Senator LosG (presidin!?). The first witness that I win call this
morning will be rhe "'Hlless for the Rand Corp. Plel1.Se step for
ward and take the witness chair, sir.

I see that the SI:llemenc of Ihe Rand Corp. is fairly long-do I
ha~e a copy of your statemem 1

I am lrOjn~ to in\'ire )lr. Johnson to read his prepared statement,
and after thaI we ~ill ask some questions. Ut me say that I will
preside here until about 10 :20, that is, the next 15 minutes.

I must be absent for about an hour thereafter. If Senator Ja:nts
can preside. he \~ill preside at that time. Othe~ise. I will rt!Cess
until 11 :::20, and aitH ~k Johnson n'e ~ilJ rail Dr. Smvthe. I be
lie"" those are all the ~itllesses ~e wiIJ be able to hear at this morn
ing's session.

'We will come back at 2 o'clock, and if the other witnesses a.re busy
this morning. the)" can return this afternoon.

Will you please proceed, ~lr. Johnson?

STA1'EltDfl' OF I.EI..AJrD L. 10DSON, ECONOMIST, TR:E ll..A.1ID CORl'.,
SAll'1'A MONICA, C..ur:F.

Mr. JOH;s'80N. The fol1oW'in~ remarks are my person:\\ l'iews and
do not necessarily retiect the official "iews or policies of the Rand
Corp. or of its sponsoring l\gencies.

senator LosG. I am pleased to hear you SI\\' that, )[1'. Johnson, be
cause you milZht be a little more frank abo~t th~s subje<'t matter thun
if vau felt vou were bound bv sornebod v else s pollCV.

~lease proceed. • . •
Mr. JOHNSON. The ~onomic importance of communication>: s;\lel

lites: The primary economic role for ""hich communicarions satellites
8i"
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years of operntion. The large capacity of even a single system rel..
ti~e to projected demllnd and the high initial cost render most un
likely our being able to rely on competition among satellite operators
to maintain socially desirnble business beha.vior. Whoever owns
and opera.tes the first satellite system l'\"ill proba.bly have, for at least
a few years, a. monopoly in the sense that he l'\"ill be the sole seller
of satellite communication services. The crucia.l question-one that
has given rIse to no little controversy here in Washington-is "who
shall be alloweU to exercise thIS monopoly privilege r'

Senator LoNG. Let us just see hol'\" we stand at the moment. Ins<>
f:lr as the 1.7.5. Government has any information or know·how to get
into outer space. if that was achieved through NASA-perhaps there
are a few exceptions, but, for the most part, vou can say insof:l.r as
that objpctive is nchipved rhrough XASA. the tmted Stat~ has com
plete freedom of a.ction to license anybody to produce that system;
do they not?

:\Ir'-J01I~so:-'-. Presumably this is the case.
Senator LooSG. Both the satellite and the components i
Mr. Jou.sso.s. Yes.
Sentor Loso. Xow, insofar as that was produced under an Air

Force or Xa\'y contract or an Army contrnct, then the United St:l.tes
has the pow-er to license a. contractor, but. he could produce parts only
for the Army, X:n'v, and Air Force: is that not correct?

:\Ir. Jou:-.-so:-.-. this is presumaLly the case; however, there may be
leg:!l issues in'olved.

':;enator LoxG. But the l-.S. Government under those Department
of Defense contracts no longer has the freedom of licensing anybody
to pro\'ide sen-ices to the genernl public under those research con
tracts.

:\!r. JOHSSOS. V'nder militnrv contracts.
Senator Lo:'olG. rnder militan- contracts.
:\Ir. JOHSSO~. This is presumably the case.
Senator LosG. Yes.
But insofar as the Government has arrived at this position with

X.\S_\ contracts, it is, for the most part, correct to say the Go-em
ment has complete freedom to license even-bodY, big and little a.like,
to manufacture component parts in competItion ~

~1r. JOH~SON. Yes.
It is merely the question of which system of ownership appears

most desirnble.
Senator LoNO. Yes.
~!r. JOH~60N'. Again, there moy be legal issues inyolved.
Senator Loso. Please proceed, sir.
}!r. JOHNSOS.. In ~reating ~he question of ~embership it is im

portant to bear m mmd certam frequently VOIced objectIves:
First, the objective that the satellite firm set prices that do not gen

erate "excessive" profits but prices which, in some sense, reflect the
costs incurred in the enterprise.

Second, the objective that all common carriers be allow-ed non
discriminatory access to satellite transmission services.

Third, the objective that the firm operate efficiently insofar as
strivi~g to miniJ!lize costs for a. gi"en quality and quantity of output.
In thls connectIOn, some hB'i"e advocated that satellite equipment
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){r: BROPHY. )'1y statement will take a.bout 20 minutes, if you will
permit me to take that long at this time of the day.

Mr.1UaTH. You may proceed.

STAT'DIEB'r OF THEODORE F. BROPKY, VICE PBUIDENT AND
GENERAL COtm'SEL, GDERAL TELEPHONE 4: ELECI'RONICS
CORP.; ACCOllPAlfIED BY DR. lIERBERT TROTTEll, n., PRESI·
DENT, GEnRAL TEtEPHOHE Ii ELECTRONICS LABORATORIES,
mc.
){r. BnOPHY. I am the \;ce president and ~neral counsel of General

T~)ephone & Electronics Corp. Dr. Herbert Trotter, Jr., president
of General Telephone &: Electronics Laborntories Inc., is With me to
assist in lUlS'''enng any questions that JOU may have with respect to
my testimon)·.

The General system opel'll.tes telephone companies in 31 Sta.tes and
in three foreign Countdes. A. total of more than -4:,675,000 telephones
a.re opet':1ted by companies in the General S)·stem, the la~t inde·
pendent L.S. telephone system. Generol's subsidiaries also include
Automatic Electric Co., a ma.llufactl1~r of telephone and other com·
m\Ulications equipment; Sylnuua Electric Products, Inc., a major
producer of electronic, electrical, and other products; Lenkurt Electric
Co., Inc.. a m:mufnctu~r of ca.rrier and microwave equipment; and
Genet':11 Telephone &: Electronics Laborotories, Inc.

The General system has long been engaged in the vitally important
research :md de\'elopment of sophisticated communications systems.
It has a histol')' of de\'e!opment and production activities which in
clude the automatic electronic defense system for the .-\.ir Force B-58
Hustler bombel', the dnta processing ~rtion of the Air Force ballistic
missile early warning system, communirotions systems for the Na\-y's
Polaris missile-launching submarines and the Air Force Minuteman
squadrons, .-\rmy Signal Corps weapons-locating rad:Lr equipment,
and equipment for other major programs. The first automatIC meso
sage switchin~center was de,"eloped bl' the .Automatic Electric Co.
for the Anny Signa] Corps. In aadition, the C~neral system has par
ticipated in Olore than 30 missile projects.

The General system has been cnr~ing out a number of studies of
space problems and has pnrtici~tedIn a number of missile and radar
programs which iD\'olved the detection and tracking of objects in
~ace. Experience in this field has been g:tined through the Army
Project Plato, a prime contract with S>.-h·ania Electric Products, Inc_,
for design llnd de\'elopment of & miSSile system to intercept ballistic
missiles, and through major pllrticiplltion in the Air Force ba.llistic
missile early warning system.

In association with the Boeing Airpl:me Co., the General system
has studied the communication problems of a military manned space
system. The effects on a communications system of the ion sheath
genet':1ted uj)On reentry of spaee ,"ehicles into the atmosphere ha.ve
been studied, and laboratory e3:periments on the propaption of radio
waves through ionized gas have been made in connection with these
programs. Direct measurements of tnnsmission through ion sheaths
have also been carried out for the Army using hyperspeed projectiles.
For the Air Force, the General system is de\"eloping an ultrareliable

,-
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t

O'Connell believes it important that one agency have the primary au
thority and responsibility for lice~si~g of common carrIer sn.tellite
communication systems and estabhshmg necess~ry rules and regu
I cions applicable to such a system. The appropriate regulatory body
:ould clearlv seem to be the Federal Communications Commission.

GF.~ER.\L·S PL.\~

i~ the bt-st means of p'ooling the tec
catIons common carriers, ns w
areess to an ··s co es.

r era. las recommended other SpeCI c mensures to msure suc access
and use, includin~ first-come first-sen'ed operating rules and non
discriminatory location of ground stations.

General belh'es that participation in a. satellite company should not
be limited to exi5tin,ll or future international communications com
mon carriers inasmuch as domestic communications common carriers
h:1\'e a major role in international trnffic because they transmit and
originate such traffic nnd carry it in part o\'er their O'l'n facilities.
The millions of users of the <Tenernl system~s telephones hold it
responsible for the quality, amilability and cost of international
tel.phone service.

ASTlTRUST co~smEJUno:ss
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GO""En..~XE,;r COSTROL ASD REGnATION

General" believes that the standard of "public interest, convenience,
and necessity" under the Communications Act of 1934: gives the Fed
ernl Communications Commission sufficient authority to prescribe in a
rulemaking proceeding that a U.S. satellite communications company
phould oronde for jomt owner5hip nnd use. as described earlier in
my remarks. Such a company would be subject to regulation as a
common carrier under title II of the C<lmmunications Act with respect
to semces, rates, and other matters in addition to the licensing
requirements of title III of that act.

ISTERSATIOSAL DIrUCATIO:SS

We recognize that the de~t'lopment of a worldwide satellite com
munications systt'm \l"ill require the resolution of many questions in
voh'ing other countries. To the extent that those problems are similar
or identical to the ones that exist in present international communica.
tions between the United States and foreign countries, they could
presumablv be resolved in the same 'I\'ay in which they arerresently
resoh·ed. 'So far as the solution to internation:\l problems 0 first im
pression are concerned, Genernl strongly beliel"es that certain of these
eroblems can only be resol~ed after a determination has been made,
first, with respect to the ownership of the satellite communications '
svstem so far as the United States IS concerned, and, second, as to the
t)·pe of satellite communications system which will be used. We dG
not beliel"e that either of these imp<lrtant determinations should be
delayed until all the international problems have been resolved. On
the contrary, any delay in the resolution of the question of the owner
ship or the U.S. satellite communications system will substantially
delay the establishment by this country of a common carrier satellit&
communications s~'stem and prejudice its leadership in this field.

I Nl'ERFEREXCE

Presently I\\'ailable theoret ical and experimental knowledge indi
cates that. frequencies bet\~een 1,000 nnd 10,000 megacycles appear tG
be most dt'sirnble to space l'ol1llllunitations. Lower frequencies are
already in extt"nsive use for other purpoSt"s and are not as desirnble for
space communications becauSt" of solnr :mu galactic radio noise. Fre
quenci~ nl>O\'e 10.000 megacycles do not :l.ppear to be desirable because
of absorption of rndio en....r~J by rainfall.
Existm~ ground installations for radar and tropospheric scatter

s~'stems nre believed incapable of sharing frequencies with space sys
tems without causing serious interference. Experimental tests are
required to determine the amount of physical sepnration necessary to
prevent undue interference bfotween the recei,,"ing and transmitting
sites of microw&\'e point-to-p<lint communications systems nnd space
systems using the sa.me fnquencies. Among the factors which require
further study are the effect -of \'nrious terrain featu\'t!s and of ,·ariou!.
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Membel'llllps aDd alllllatlolll: rellow. Ameri~D IDstitute of Electrical ..
C1Deen: memM. Armed Foft'eS OommuDJcatloDll aDd ElectroDJc:a AsSOCiltica'
N'ewcomeD SoOft]'; director, Be)) TelepboDe lAboratories; director, BeU rw.:
phODe Co. of ClaDada.

STATDDT OJ' lAJD:S DmGJUJr, VICE PlLESIDEliT A.BD CBD:r
ElIGIBEElL, AXUICAlf TELEPllOBE • TELEGlLUX CO.; ACCOI.
PAlUED BY 100 P. PlLESTOll', IlL, A.T. 4 T. C017llSEL

Mr. DUlGK.Uf. My n&D1e is James E. Dingman. I am vice pnsi.
dent and chief.engineer C?f ~m~riean Telephone ~ Telegraph ,Co. I
greatly apprectate your Invitation to present test1mony to thiS COlD.
mittee, and this opportunity to appear personally and present a SlUIl
~ of that 'testimony.

I ShtJl briefty discuss some of my company's ideas for emplO!iDl
satellites to relay microwave communications &crOSS the oceans. This
is of utmost importance to us. We are responsible for all intema.
tional oversea tel~phone service between the United States and for.
eign countries. Today every talephone in this country ca.n be COIl·
nected with viltualy el"ery telephone in the rest of the worldt~
our facilities. Ssi.ellites o1fer as another way to discharge tU
nlSj)Onsibility.

The Congress has declared that it is the policy of the United Stahl
that activities in ~ce should be conducted in coopen.tion with~
nations and devoted to peaceful purposes for the benefit of all DWI·
kind.

The use of satellites to relay communications between the peoplff
of the world promises early fulfillment of ths1 high pu~ This
is one arM of space technology in which we believe the United States
is no well in the forefront. The capability uists to build and lam
an experimental communications satellite within 9 or 10 mont.hs trom
go-ahead. and to have a commercia.l system in open-tion with 3 'tAl •
~ This is ee&ential if we are to keep Amerit:a in the lead.

Placing a satellite system in open-tion would add another im
portant g1'Olg) of oversea communications channels, with pady iD
Creased ftuitiility and capacity, through what amounts to micronn •
towers in the sky. I

Such a system would also be uniquelv suited to expanding service to
the devel!>p'ing areas of the world. Ii would provide added securitT
and Te1iabJ1ity, both by making available alternate routes and ~ al·
fording direct access to areas now reached only by means either t
of radio, which is subject to sunspot interference, or by intennediatf
1a.Dd links through other countries. The satellite system would eM ,
be 8ezible enough to pennit use of portable ground stations to gin ,
access OIl short notice to trouble spdts around 'the world. ,

The demand for additional, more versatile oversea communicatiOll5
facilities is growing tremendously. The volume of oversea tele- I
phone calls is upeetid to increase from 4 million in 1960 to 20 milliCII ~
m 1970 and Dearly 100 million by 1980. This means that ovenrt
telephone circuim will have to be increased from the same 550 we ban
today 'to about 12,000 in 1980. The international 'telegra.p'h businell
is also gr()wingn.'P.idly. ,

In addition, military requirements for all forms of communlca'
tions are increasing and we must provide communications systems that
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jf'tbtral €.ommunitations ~ommislion
w~G'1'O. 25, D. C.

h 110 lUrrza
"-

of
An Inquiry Into the Admjnistrative

and Regulatory Problem. Relating
to the Authorization of Commer
cially Operable Space Communiea
tiOD8 Systems.

Docket
No. 14024

REPLY OF AMERICAN TELEPHONE AND
TELEGRAPH COMPANY.

The comments filed in response to the Commission's
Notice of Inquiry in this proeeeding indicate general
agreement among the partie8 OIl most of the issues.

The only nbstantial difference in point of view 8tems
from the proposal by several parties to establish a .epa
rate company to own and operate the satellite links in
lin overseas commUIlication8 system, and the proposal
by 80me to include in the O'WIlership and management of
neb a company the npplierl of aatellite and missile
hardware.-

• Gccral EJectrie _d LoekJaeecJ ba,.. beD tile priaeipal propoaata of
iac111l1iq ill tJIe cnnaenhip of ......17 orpaizecl .teWte _puy tM np
pIkn of at.elIiU ud .i_. equipat. Ia ita u.t1aoay Won tile Commit
_ oa SeHDft aDd AltroIIalltiea of tile tl'Dite4 8tat-. Boue of Bep!adt·
atnft 011 Kay 10, 1"1, Mr. L. Eqae Boot teat~ for LockJNed U foUo".:

"We la,.. Dot I1Il1ntecl Jaere, .. we ba,.. Ja tile put ad ...
nlllbeT of otller iDter.lta ba,., I1IJIHled, tJaat tile onenJaip _d
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would seriously delay and hamper the establishment of
a satellite communications system and jeopardize its
development in the public interest.

The avowed purpose of a satellite company such aa
proposed by Lockheed and General Electric is to enable
satellite hardware suppliers, who have no responsibility
to the public for the quality or scope of lervice, to par
ticipate in management and operation of a common car
rier undertaking. Thus, for example, Lockheed's reply
.ets out an outline of the functions which a aatellite
company would perform (pp. 6-7). These include operat
ing functions such as .witching channels, monitoring
frequencies and strength of signals, and metering the
use-functions which directly affect the quality and
reJiahili ty of service and which .howd be the respon
libility of the communications carriera.

Tlm'a the eatabliabmeDt of a Dew' company to OWD and
,.rate the Mtellite liDb woll1cl haY' the e'ect of depriv
_iDt the iDterDatioul oommOD carrien of direct OW'ller
Ihip ael control of the facilitiea which they ule to
diecharp their obq.tion to Itn, the public. To do this
would lerioully dilute the carrier.' ability to discharge
Uleir responsibility to render .erviee of the highest qual:
ity, liDee a fundameDtallint in the communicatioDs net.
work would have beeD placed outside the control of the
carriers responsible to the public for oommunications
16I"'rioee.

8MIa .. iatenDediate Houri.ra t carrier" entity,
.,;:;;;a.tea ia m£,rnatioiil commwcatiol1 h
MYft fo" n.....1T or demrabl. in working 0

ooopII' UTaJIPIIMIlta or 11M u an pr
~ Of OftI'HU oommmucatiou HI"f'1CM. Nor has the
iiitroduetiOl1 of Dew teo!mology ncb .. the underseas
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se/, 8e88ion

SENATE . { REPoRT
No. 1319

COMMUNICATIONS SATELLITE ACT OF 1962

ban. 2, 1962.-Ordered to be printed

Mr. KERR, from the Committee on Aeronautical and Space Sciences.
submitted the following

REPORT
[To accompany S. 2814J

PURPOSE 01' THE BILL

LEG~T1VE ~STOBY

On January ~11}962,Senator KelT introduced a bill to create a com
munications sateuite corporation which authorized the establishment
of a corporati2n-the ~wnership of which would be limited to U.S.

T2OO8



2 COMMUNICATIONS SATELLITE ACT OF 1962

communications common caniell who were determined by the Federal
COmmunIcatIOns COmmission to be eligible to participate in such
ownership. On February 7, 1962, the President sent ~roPOS&1 to the
Con ess providin for the establishment of a nva owned com-

o e ran. s w tro ucem
the Senate na r ~err for himself and Senator M uson an

e . 4 as re erre to t e oDlIDlttee on eronautic &Ila
pace ClenC8S with an agreement that after being reported out by

that committee it would 6e re-referred to the Commerce Committee
for fmother consideration before being tuen up in the Senate.

The President's ro sal autho . . -
tion an .t e s e 0 stock to the ublic. The President
m cate in his statement accompanymg e proposal that such a
eorporation was by nature a Government-created monopoly and to
meet the objective of widespread public ownership a formUla was
proJ»?Sed wherebY' the common stock of this corporation would be
diVIded into two classes. Qass A stock, open to the publict including
the carriers, would carry voting Jjghts and could earn diviaends, and
class B stock, which could be purchased only by approved communica
tions caniers, would have no voting rights or payment of dividends
other than' liquidating dividends. It was provided also that the
amount of the mvestment of a carrier in class B stoek would be eligible
for inclusion in such carriers' rate base to the extent allowed by the
FCC.

Hearings were scheduled by the committee for February 27, 28,
March 1,5, it:fd 7. On Febru~ 26, ab~ 2890Lwas introduced
by Senator auver for himself and SeDa Morse Yarborough,
Gore, Groening, Burdick, and NeubeI'ge!" which wo~d establisli a
Government-own comm . ti 'te . . Because

. was not 0 Cl Y receive by e committee until after the
hearings were in progress, many of the witnesses ad~essed themselves
only to S. 2650 and S. 2814. However, testimony was taken on
S. 2890, a day certain was set aside for other witnesses, and upon the
eonclusion of the hearings a statement was filed in support of S. 2890
which was included in the printed hearings. At the hearings the
committee received testimony from a Member of Congress, officials
of NASA, the Department of Defense, the State Department, the
Federal Communications Commission, the Department of Justice:
Radio Corp. of America, Hawaiian Telephone Co., Inernationa.l
Telephone & Telegraph, Hudles Aircraft Co., American Telephone &
Telegraph, CommuDlcation Workers of America, and Americans for
Democratic Action, as well as communications from other interested
persons and organizations which were placed in the record.

Fourteen of the fifteen members of the committee on March 28
un re avora . WI amen men ,;

.&-only abstaimng mem was enator agnuson w 0 m ca
that he did not want to participate in reporting the bill out in order
to make certain that his vote would not prejudice consideration of the
matter by the Commerce Committee.

SVKJUBY OJ' THB BILL

The original proposal by the administration established an act
to be known as the Communications Satellite Act of 1962. A com..
mittee amendment kept this short title, but amended S. 2814 so that
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·tional· interest.
tion 402 defines certa;iJiterms us m his title. The adminis

tration bill 4?riginally provided for "8.§tellite terminal stations"-i.e.:
K!.ound statIons-to be owned and operated by t.be corporation.
There was no mention of the additional possibility of joint or separate
ownership of such stations by the corporation and authorized com
munication carriers. Amendments made by the committee in fol-
lowin ortio the~ill would authorize su h '0 te
c:[wn IP of these statIons. an amendments in the defuiitions\
sectIon were made to conform to this change of policy. The committee
also made other changes in the interests of clarity and conciseness.

Section 403 rovides fo t Federal coordination . d
re atlOn out e . m-
Dll ee amen men . 0 not rna e any basic changes in the
duties of the President, the National Aeronautics and Space Admin
istration, and the Federal Co~unicati9nsCommission as set out in
the President's proposaf in connection \Vith the new communications
satellite corporation. The section as amended would provide that
the President shaD-

(1) Aid in the developmen~and foster the execution of a com
mercial communications satellite system;

(2) Provide for continuous review of all phases of the develop
ment and operation of such a sptem;

(3) Coordinate governmental activities in the field of inter
national communication to insure full and effective compliance
with the policies set forth in the legislation; .

(4) Exercise such:general.supervision over the relationships of
the C'..orporation ~th foreign Eovernments or entities ~r w!th
international bodies as would assure that such relatIonships
would be consistent .with the national interest and foreign policy
of the United States; .

(5) Insure that timely arrangements would be made for. for~lgn
participation in the 8$ta.blishment and use of a commumcatlons
satellite system. The committee eliminated as unneeessa:ry lan
guage referring to the determination of the most constructIve role
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for the United Nationson the, gNund that this was entirely
within the authority of the President; .

(6) Take necessary steps to insure utilization of the eommer
cia! system for general governmental purposes wheneve-r there is
no requirement for a separate communications system to meet.
unique governmental needs; and

(7) Insure effective and efficient use of the electromagnetiC'
spectrum and the technical compatibility of the s~tem with
existinK communications facilities. both in the United States a.nd

. abroad. .
. The committee struck from the original bill language authorizing
officials of the Government to inspect the books, etc., of the corpora
tion and to report to the President on the &Ctivities of the corporation
on the ground the changes made by the committee which permit the
President to appoint three directors of the corporation make this pro-
vision unnecessary. . .

The Nationa! Aeronautics· and Space Administration would-
(1) Advise the FCC on technical characteristics of the system;
(2) Coerdinate its research and development program in space

communications with the r~eareh and development program of
the corporation;· .

(3) Assist the corporation by furnishing to it on a reimbursable
basis such satellite launching' and associated services as NASA
deems necessary for the development of such a system;

(4) Consult with the corporation with respect to the technical
characteristics of the system; .

(5) Furnish to the corporation, on a reimbursable basis, satellite
launching and associated services required for the establishmentr
operation, and maintenance of the system approved by the FCC;
and .

(6) Furnish wherever feasibl~ other services on a reimbUl'S
able basis to the corporation in connection with the establishment
and operation of the system.

The committee left essentially intact the authority of the Federal
Communications Commission with respect to the corporation. The
legislation Ces that th6 FCCsh~

(I) • 'be appropriate~1~dat;iOD8 to !DSY[St
m tition m the nt the co ration or

a servleel;
(2) Insure that present an communications comm~n

carriers authorized by it to provide services shall have nonpis
criminatory Use of, and equitable access to, the system on lUSt.
and reasonable terms anel conditions and to regulate the manner
in which available facilities of the system are allocated among
such users; .
- (3) Be authorized to require the establishment of colmnl~Dica
tion by the corporation and the apj)ropriate common carner or
carriers whenever the Secret.ary of State, aftfl.r obtaining the ad
vice of NASA as to technical feasibility, has advised that commer
cial communication to a particular foreign point by means of the
system should be establiShed· in· the national interest;

(4) Insure that facilities of the communications .satellita
system are technically compatible with the tenninal statIons and
with existing communications facilities;
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(5) Prescribe such accounting regulations and systems and
~~e in such r~temaking procedures to insure that any econ
-oDlles made possible by the system would be appropriately re
flected in rates for public communication services;

(~~ Approve te~hnical: characteristics of the operational COlD
mUDlcatlons ~tellite s,s~ tic? be em~loyed by the corporation
and the satellite termmal·statioDS. The committee struck lan
guage which would require the FCC to consult with the executive
branch on the ground that inclusion of such expressed directions
to the FCC was unnecessary.

(7) The committee added one new provision rela~ to the
authori~ of the FCC to liC8DS8 the corporation 88 well 88 com
munications common carriers to establish and maintain, either
jointly or separately, satellite terminal stations.

The communications common carriers testifying before the com
mittee were unanimous in the view that ~:l should establish and
maintain the ground stations [satellite termi stations) in the United
States. They pointed out that the ground stations abroad will be
owned by the foreign communications agencies and not by the corpo
ration. They also stressed the fact that the ground stations will be
a terrestrial facility which will become an integral part of the domestic
communications networks and should be owned and operated by the
carriers who are responsible for service to the public. Another im-
portant consideration is that,' radical matter there babl
can be ne s tem of commercJ sa
tier 0 ODS US,
competition mig w 08 e carriers establiSh and operate
their own ground statiODS. The committee believes that the carriers
should be encouraged to establish ground statiODSC· but that the corpo
ration should not be excluded from_providing SUCD stations if circum
stances should so require. The bill provides that the Federal Com
munications Commission shall, where the public interest, convenience,
and necessity would be served thereby, license the corporation as well
as the communications common carriers to establish and maintain
ground stations, and that in the exercise of this authority the Com
~ion should encourage establishment of such stations by the
camers.

The committee also required the Commjssion to insure that each
authorized carrier shall have equitable accesI to, and nondiscriminatory
use of, such statiODS on just and reasonable terms.

. . es for th .
co e se
va I rofit and no e
.. vernmen\. 0 e ex t consistent with the title, e is-

mctol Columbia Business Corporation Act shall apply to the corpo
ration. Thus, for ~xample, where th~ legis1ati~n is silent on a matter
of corporate· practIce, that Corporation Act will govern. The com
mittee's only amendment to this section struck language which speci
fied that this corporation would be called the Communications Satellite
Corp. on the ground that the name should be des~atedby the incor
porators at such time as the articles of incorporation are filed.

Section 405 provides for the initial o~tion of the corporation.
The section provides that the President of the UniHd States shall
designate incorporators who will serve as the initial board of directors
until the first annual meeting of shareholders or until their successors
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v.

Heard Aug. 3, 1993.

Decided Sept. 10, 1993.

Christine STOWELL, et aI.,
Plaintiffs, Appellants,

SECRETARY OF HEALTH
AND HUMAN SERVICES,

Defendant, Appellee.

No. 93-1254.

United States Court of Appeals,
First Circuit.

Class action suit was brought alleging
that the Secretary of Health and Human
Services violated the maintenance-of-effort
provision contained in the Medicare Cata
strophic Coverage Act which directs the Sec
retary not to approve any state's Medicaid
plan if state's AFDC program sets "payment
levels" lower than those in effect on May 1.
1988. The United States District Court for
the District of Maine, Gene Carter, J., 812
F.Supp. 264, entered judgment in favor of
the Secretary, and plaintiffs appealed. The
Court of Appeals, Selya, Circuit Judge, held
that the Secretary permissibly concluded
that the term "payment levels" as used in
statute refers to baseline payments received
under state's AFDC program, and not to
total monies actually received by each AFDC
family.

AffIrmed.

1. Statutes G=>188

Whenever a court is charged with statu
tory interpretation, text of the statute must
be its starting point.

2. Social Security and Public Welfare
G=>241.60

Section of the Social Security Act pro

\iding that Secretary of Health and Human
Welfare shall not approve a state's Medicaid
plan if state's AFDC "payment levels" are
less than those in effect on May 1, 1988 is
ambiguous; term "payment levels" could re
fer to stipendiary amounts of basic AFDC
grants. but could also refer to total income,

Affirmed.

STOWELL v. SECRETARY OF HEALTH AND HUMA..'l SERVICES
Cite as 3 F.3d 539 (1st Clr. 1993)

stanCe, was prevented from filing a timely

appeal.

This case does not raise any such concern.
To the contrary, the record reveals a com
plete failure by Mrs. Clifford and her son to
exercise due diligence in pursuing this claim.
~lrs. Clifford, when presented a notice ap
prising her of her right to appeal \\;th the
Board, did nothing. Although appellant as
serts that his mother spoke \\ith a Board
employee, who told her that the 1969 social
security filing did not qualify as a filing for
railroad benefits, no record of a conversation
\\ith the unnamed employee exists. We are
hesitant to accord this rather flimsy excuse
sufficient weight to qualify as good cause for
a thirteen-year delay.

Our conclusion holds true even with the
added weight of Mrs. Clifford's request that
the Administration take some action to use
her 1969 filing as a protective filing for rail
road benefits. In effect, she was informed
by the Administration for a second time that
redress lay with the Board. Mrs. Clifford
never acted on the Administration's instruc
tion to contact the Board "as soon as possi
ble," however. She merely accepted the an
nuity award granted by the Board at that
point. Had she pressed her claim, chances
are good that she would have learned of the
regulation concerning the use of social secu
rity filings as railroad retirement benefits
filings.

In short, we decline to overturn the
Board's decision not to reopen the case when
the exercise of due diligence would have re
vealed the grounds for a timely appeal. Ap
pellant has not advanced a good cause to
overcome this failure.
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the court adopted the recommendation. See
id. at 265-66. Plaintiffs appeal.

II. ANALYSIS

The issue is whether the Secretary's con
tinued funding of Maine's Medicaid plan, de
spite the state's decision to lower its stan
dard of need, violates the maintenance-of
effort provision.~ We have repeatedly urged
that, when a nisi prius court handles a mat
ter appropriately and articulates a sound ba
sis for its ruling, "a reviewing tribunal should
hesitate to wax longiloquent simply to hear
its own words resonate." In re San Juan
Dupont Plaza Hotel Fire Litig., 989 F.2d 36,
38 Ost Cir.1993). Because we are in sub
stantial agreement with Magistrate Judge
Cohen's thoughtful disquisition, see Stowell v.
Sullivan, 812 F.Supp. at 266-71, we invoke
this principle and confine ourselves to a few
decurtate observations.

[1,2) First: Whenever a court is charged'
with statutory interpretation, the text of the
statute must be its starting point. See Es
tate of Cowart v. Nicklas Drilling Co., 
U.S. -, -, 112 S.Ct. 2589, 2594, 120
L.Ed.2d 379 (1992). Here, however, the stat
utory language does not directly answer the
question posed. It provides that:

the Secretary shall not approve any State
plan for medical assistance if-

(1) The State has in effect, under its
[AFDC plan], payment levels that are
less than the payment levels in effect
under such plan on May 1, 1988.

42 U.S.C. § 1396a(c)(l). The term "payment
levels," which is not defined elsewhere in the
statute, could, as the Secretary claims. refer
to the stipendiary amounts of basic AFDC
grants; it could also, as appellants claim.
refer to total income. that is, grant amounts
plus supplemental income actually received.
Given two plausible alternatives, and recog
nizing that the universe of interpretive possi
bilities may extend beyond them, we think
the statute contains an undeniable ambiguity.

4. The Secretary also argues that. even if the term
"payment levels" is given the expansive reading
that appellants suggest. the federal government's
obligation to intervene would not arise unless

[3. 4) Appellants resist this conclusion
Pointing out that. in certain other contexts'
Congress referred to the basic AFDC gran~

as the "payment standard." -12 L,S.C.
§ 602(h) (1988), they argue that the tenn
"payment levels" must mean something else.
This argument founders. It is apodictic that
Congress may choose to give a single phrase
different meanings in different parts of the
same statute. See Atlantic Cleaners & Dy
ers, Inc. v. United States, 286 U.S. -127, -1:)3,
52 S.Ct. 607, 609, 76 L.Ed. 1204 (19:32);
Greenwood Trust Co. t'. Massachusetts. 971
F.2d 818, 830 n. 10 Ust Cir.1992l. celt. de
nied, - U.S. --, 113 S.Ct. 97-1, 122
L.Ed,2d 129 (993). It is a natural corollarv
of this truism that Congress, in its v.isdo~,
may choose to express the same idea in many
different ways. Cf, e.g., Cowart, - U.S. at
--. 112 S.Ct. at 2596 (stating that Con
gress's eschewal of a term of art used else
where in the same statute, in favor of a more
descriptive term, does not necessarily mean
that the two terms bear different meanings).
Any other interpretive rule would defy hu
man nature and ignore common practice.
Courts should go very slowly in assigning
talismanic importance to particular words or
phrases absent some cogent e\'idence of leg
islative intent.

Second: Appellants' attempt to score a
touchdown by a selective perusal of legisla
tive history puts no points on the board.
The centerpiece of this effort is a passage
e\incing a congressional purpose "to assure
that the resources [for Medicaid-related cov
erage of certain persons] are not diverted
from the [AFDC] program." House Conf.
Rep. No. 661, 100th Cong., 2d Sess. 145,256,
reprinted in 1988 U.S.C.CA.N. 803, 923,
1034. But this language does not help to
resolve the statute's linguistic ambiguity in
appellants' favor.

For one thing, the passage, like the statute
itself, leaves unaddressed the question
whether Congress's underlying concern lay
with all payments affecting the AFDC pro
gram or only with the stipendiary amounts of
basic AFDC grants-and an ambiguous stat-

and until Maine sought approval of amendments
to its Medicaid plan. We need not consider this
contention and. consequently. take no view of it.
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505 U,S, 469. 120 L.Ed,2d 379

..a~ESTATE OF Floyd COWART,
Petitioner

v.

NICKLOS DRILLING COMPANY et al.

No. 91-17.

Argued March 25. 1992.

Decided June 22, 1992.

Appeal was taken from decision of Bene

fits Review Board which affirmed award of
Longshore and Harbor Workers' Compensa
tion Act (LHWCA) benefits to injured em
ployee. In second action, employer peti
tioned for review of Benefits Review Board

IV

Just this Term the Court reaffIrmed that
the Due Process Clause prevents the States
from taking measures that undel'lnine the
defendant's right to be tried while fully
aware and able to defend himself. In Rig
gins v. Nevada. 504 U.S, 127. 112 S,Ct. 1810.

118 L,Ed.2d 479 (1992), the Court reversed
on due process grounds the comiction of a
defendant subjected to the forcible adminis
tration of antipsychotic drugs during his tri
al. Rejecting the dissent's insistence that
actual prejudice be shown. the Court found it

EST.-\TE OF COWART v. NICKLOS DRILLING CO.
1P U.s· ~69 Cile as 112 S.C!. 2~89 (1992)

talIdard of proof). This Court has to be "cleal'ly possible" that the medications
d~) (S IIII ••-before: "The indi\idual should affected the defendant's "ability to follow the

, 'twe~,;aid 1 sked to share equally \\;th society proceedings. or the substance of his commu-
not b\aof error when the possible injury to nication \\;th counsel." [d.. at 137, 112 S.Ct..
tile rISdividual is significantly greater than at 1816 (e~hasis~611 added>' See also id..
tile In sible harm to the state." A.ddington 141, 112 S.Ct.. at 1818 (KENNEDY. J .. con
,LIlY po~ -1-11 U.S.. at 427, 99 S.Ct.. at 1810. curling in judgment) (prosecution must show

reX ~ to the State of bearing the burden "/10 siqnificant I'isk that the medication \\ill
The co~. of competency are not at all prohibi- impair or alter in any material way the de
Jf pro~he Court acknowledges that several fendant's capacity or \\illingness to react to

u\'e. . already bear the burden. ante, at the testimony at trial or to assist his coun

~:~~~"and that the allocation of the burden of sen (emphasis added>'
:;J f will make a difference "only in a nar- I consider it no less likely that petitioner
"roo h 'd '.r lass of cases where teen ence IS In :'v1edina was tried and sentenced to death
rtJw c .

, ol"e" ante at 2579. In those few dlff!- while effecti\'el'i
o

' unable to defend himself.
UlP " • •

~ql a'es the State should bear the burden That is why I do not share the Court'"
'u t C" •
~i remitting the defendant for furthherhPsy- remarkable confidence that "[nlothing in to-

l aical observation to ensure t at e IS dav's decision is inconsistent \\ith our Iong-·.:ho 0... . ~ •
. petent to defend hImself. ~ee. e,g.. standing recognition that the criminal trial of
~~;penal Code Ann. § 1370(a)(l) (West an incompetent defendant dolates due pro
~upp.1992) (defe~~ant found incompetent cess." A.llle. at 2581. I do not believe the
,hall be "delivered to state hospital or treat- constitutional prohibition against convicting
~ent facility "which will promote the defen- incompetent persons remains "fundamental"
dant's speedy restoration to mental compe- if the State is at liberty to go forward \\ith a
tence"). See also Jackson t', [lldialla. ~06 tl;al when the e\idence of competency is
c.S. 715. 738. 92 S.Ct. 18-15, 1858. :32 L.~d.2d inconclusive. Accordingly, I dissent.
.\35 (1972) (Due Process Clause allows ~tate

to hold incompetent defendant "for reason
able period of time necessary to determine
whether there is a substantial probability" of
return to competency). In the narrow class
of cases where the evidence is in equipoise.
the State can reasonably expect that it \\ill
speedily be able to return the defendant for

trial.

.n of the burden of proof re
I judgment about how the risk
I be distributed between liti
IItosky v. Kramer, 455 U.S.
Ct. 1388. 1395. 71 L.Ed.2d 599

505 l!.g
.~

l'al specialists or lay Witll
e

)f defense counsel is far l\~.

3counted by the factfi d 1ll0l1>
d b· n er

I an lased. Defense a.~

\iscouraged in the fJrs~oun~(>1
~ for fear of abrogati PIal'"

lsibility or the attorneynll;, an
\ DA C" -eh~nt'e. e.g.,.-u> nmmal J '

~ d d § . Ustlef'
~tan ar s , 7--t8(b). C

I t · 'J09 d Om.uc IOn. p. - . an Com
213 (1989), Bv way of ex men.

• • . amPle
t hand. it should come as I'

o Ittle
either of .Medina's two att

d
or·

ng the ozens of perSons t ', . ~stl.

he SLX days of competencv p
• rl).

case. 1 Tr. 1-5 (\\;tness II' ts l.

psychological inquiries. comPe.
,ms are "in the present state of

'nces at best a hazardous
. conscientious." Solesbee t.

C.S.. at :23. 70 S.Ct.. at ~64

.. dissenting). See also Ake /'
e.s.. at 81, 105 S.Ct.. at 1O!-!:)'

Tr.ms. -I·n C.S. ~18, ~;30. 99
-II, 60 L.Ed.2d :323 (19791;
3" at 176, 95 S.Ct., at 906,

"lIe uncertainty expands the
where the factfinder \\ill con.
lence is in equipoise. The
~'. dismisses this concern on

.. 'rd ]ue process does not re
'\. conceivable step be taken. at
to eliminate the possibility of
innocent person.''' Ante. at
'atterson. 432 U.S .. at 208. 97

Yet surely the Due Process
.; SOllie conceivable steps be
Ite the lisk of erroneous con
ll'ch in \'ain for any guiding

Court's analysis that deter
~ lisk of a \\Tongful eom;ction
acceptable and when it does
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by congressional reenactment cannot over
come the plain language of a statute. De

marest v. J1anspeaker, 498 U.S., at 190, III
S.Ct.. at 603, And the language of § 33(g) is
plain.

QUI' interpretation of § 33(g) is reinforced
by the fact that the phrase "person entitled
to compensation" appears elsewhere in the
statute in contexts in which it cannot bear
the meaning placed on it by Cowart. For
example, § 14(h) of the LHWCA, 33 C.S.C.
§ 914(hl, requires an official to conduct an
investigation upon the request of a person
entitled to compensation when, inter al,· ... the
claim is controverted and pa.vments are not
being made. For that pro\ision, the in
t~etation~;9 championed by Cowart would
be nonsensical. Another difficulty would be
presented for the pro\ision preceding
§ 33(g), § 33(f}. It mandates that an em
ployer's liability be reduced by the net
amount a person entitled to compensation
recovers from a third party. Under Co
wart's reading, the reduction would not be
available to employers who had not yet be
gun payment at the time of the third-party
recovery. That result makes no sense under
the LHWCA structure. Indeed, when a liti
gant before the BRB made this argument,
the Board rejected it, acknowledging in so
doing that it had adopted differing interpre
tations of the identical language in ~§ 33m
and 33(g). Force 1'. Kaiser .4.luminum and
Chemical Carp., 23 BRBS 1, 4-5 (1989).
This result is contrary to the basic canon of
statutory construction that identical terms
within an Act bear the same meaning. Sulli
van v. Stroop, 496 U,S. 478, 484, 110 S.Ct.
2499, 2504. 110 L.Ed.2d 438 (1990); Sorenson
v. Secretary of Treasury, 475 U.S. 851, 860,
106 S.Ct. 1600, 1606, 89 L.Ed.2d 855 (1986).
The Board's willingness to adopt such a
forced and unconventional approach does not
convince us we should do the same. And we

owe no deference to the BRE. see supra, at
2594.

30.) l"
'''. 178

Yet another reason wh.v we are nOt
\inced by the Board's position is that Crm.
B d" .. .. theoar s mterpretatlOn of person entitled
compensation" has not been altogether til
, d C .. Con.slstent; an owart s mterpretation mav

be the same as the Buard's in precis; not
spects. At times the Board has "aid t~~~
language refers to an employee who,e "ern.
ployer is actually pa~ing compenSation ei,
ther pursuant to an award 01' \'oluntanl,
when claimant enters into a third partY'e;~
tlement." Dorsey, 18 BRBS, at '2S; 2.1
BRBS, at 44 (case heI0\\' I. At nther time,
sometimes \\ithin the same opinion. th~

Board has spoken in tenTIS of the emrlo\'e
. r

either making payments 01' acknowledging
liability. O'Leary, 7 BRBS, at l~7-1~9:

Dorsey, supra, at 29: see also 11/ I'r H'ibJlI
17 BRBS 471, 480 (ALJ 19851. Cowart, o~

the other hand, would include within the
phrase both employees recei\ing compensa.
tion benefits and employees who have a judi.
cial award of compe~tion~,n but are not
recei\ing benefits. Brief for Petitioner I).

This distinction is an important pan or' Co.
wart's response to the position of the l'mted
States. Reply Brief for PetitlOner 8. it
may be that the gap between the Board's
and Cowart's positions can be explained by
the Board's inconsistency: but that in itself
weakens any argument that the Board's m·
terpretation is entitled to some weight.

We do not belie\'e that Cong1'e~~' USe of
the word "employee" in ~llbsection IgJf21,

!'ather than the phrase "per"on entitled to
compensation," undercuts our reading of the
statute. The plain meaning of ,;ubsection
(g)(l) cannot be altered hy the use of a
somewhat different term in another part of
the statute. Subsection (g)(2l does not pur·

port to speak to the question of who is
required under subsection (g)(1) to obtain
prior written approval.

Cowart's strongest argument to the Court
of Appeals was that any ambiguity in the
statute favors him because of the deference
due the OWCP Director's statutory construc
tion, a deference which Nicklos and Compass
concede is appropriate. Blief for Private
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at any ambiguity in the
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ondents 7. As we have said, we are not
~e5Pd "ith this difficult issue because the
l'jCe
, W5 of the OWCP Director have changed

\1e d" S r94, e we grante certloran. Ilprcr.. at:..o .
~~ ,

. "eems apparent to us that It would be
It - 'd f ''te inappropnate to e er to an mterpreta-
'lUI
. which has been abandoned by the policy(Ion

olJking agency itself. It is noteworthy.
moreover. :hat even prior to this case the

sition of the Department of Labor has not
~en altogether consistent. It is true that
~he Director has twice, albeit in a somewhat

uivocal manner, endorsed the Board's rul
~~5 in OLeanj and Dorsey. First, in a 1986
circular discussing the Board's Dorsey case a
_ubordinate of the Director stated: "While
the Board's position may not be totally can
"istent with the amended language of Section
:j:3(gl, we think it is a rational approach and
ha\'e advised the Associate Solicitor that we
\\ill support this position." Cnited States
Dept. of Labor. LHWCA Circular No. 86-:3,
p, I (May 30, 1986). ~INext, in a manual
published in 1989 the Director again adopted
the Board's position that \\TItten approval of
a settlement is required only from employers
who are paying compensation; but the state
ment ends with a qualifying comment, that
"ltjhe issue of consent to a settlement can be
a complex matter. Judicial interpretation
may be necessary to resolve the issue. (See
LHWCA CIRCULAR 86-03, 5-30-86),"
l".S. Dept. of Labor, Longshore and Harbor
Workers' Compensation Act (LHWCAl Pro
cedure Manual, ch. 3-UOO, ~ 9 (Sept. 19891.
On the other hand, the Department of Labor
has issued regulations (effective in their cur
rent form since 1986) which are explicit that
the written-approval requirement of § 33(gl
applies to a settlement for less than the
amount of compensation due under the
LHWCA, "regardless of whether the employ
er or carrier has made payments of [~tcJ

acknowledged entitlement to benefits under
the Act." 20 CFR § 702.28Hb) (1991). So
the Department of Labor has not been
;peaking with one voice on this issue. This
further diminishes the persuasive power of

the Director's earlier decision to endorse the
BRB's questionable interpretation, a decision
he has since reconsidered.

The history of the Department of Labor
regulation goes far toward confirming our
\iew of the significance of the 191.'4 amend
ments. The original § i02.281. proposed in
19i6 and enacted in final form in 19'j'j. re
quired only that an employee notify his em
ployer and the Department of any third
party claim, settlement, or judgment. 41
Fed.Reg. 34297 (1976); 42 Fed.Reg. 4i):30:3
(19ii). The sole reference to the forfeiture
provisions was a closing parenthetical: "Cau
tion: See;33 U.S.C. § 933(g)." In 1985. in
response to the 1984 congressional amend
ments, the Department proposed to amenct
§ 702.281 by replacing the closing parenthet
ical \\;th a subsection (b), stating that failure
to obtain \\TItten approval of settlements for
amounts less than the compensation due un
der the Act would lead to fo!feiture of future
benefits. 50 Fed.Reg. 400 (1985), In re
sponse to comments, the finalli~rulemaking

modified § 702.28Hb) to clarify that the for
feiture pro\;sion applied regardless of wheth
er the employer was paying compensation.
51 Fed.Reg. 4284-4285 (1986), Thus the evo
lution of § 702.281 suggests that at least
some elements within the Department of La
bor read the 1984 statutory amendments to
adopt a rule different from the Board's previ
ous decisions.

[7] We also reject Cowalt's argument
that our interpretation of § 33(g) leaves the
notification requirements of § 33(g)(21 \\ith
out meaning. An employee is required to
pro\;de notification to his employer, but is
not required to obtain written approval. in
two instances: (l) Where the employee ob
tains a judgment, rather than a settlement,
against a third party; and (2) Where the
employee settles for an amount greater than
or equal to the employer's total liability,
L;nder our construction the written-approval
requirement of § 33(g)(l) is inapplicable in
those instances, but the notification require
ment of § 33(g)(2) remains in force. That is



.-

19



~ATIONAL LABOR RELATIONS BOARD v. LIOX
OIL CO. ET AL.

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR
THE EIGHTH CIRCUIT.

~o. 4. Argued October 8, 1956.-Decided January 22, 1957.

Section 8 (d) (4) of the National Labor Relations Act, as amended,
provides that a party who desires to modify or terminate a collec
tive bargaining contract must continue "in full force and effect,
without resorting to strike or lock-out, all the terms and conditions
of the existing contract for a period of l'lixty days after ... notice
is given or until the expiration date of such contract, whichever
occurs later." Under a collective bargaining contract between an
employer and a labor union, the earliest date upon which the con
tract was subject to amendment was October 23, 1951, and the
contract became terminable after that date upon further notice by
either party. The union gave notice of proposed amendments 60
days in advance of October 23, and a strike occurred long after
that date, though without further notice of termination of the
contract. Held:

1. The notice and waiting requirements of § 8 (d) were fully
satisfied; the strike did not violate § 8 (d) (4); and the strikers
did not lose their status as employees entitled to the protection
of the Act. Pp. 283-294.

(a) In expounding a statute, courts must not be guided by a
single sentence or member of a sentence, but must look to the pro
visions of the whole law, and to its object and policy. P. 288.

(b) A construction of a statute that would produce incon
gruous results is to be avoided. P. 288.

(c) The substitution of collective bargaining for economic
warfare, and the protection of the right of employees to engage in
concerted activities for their own benefit, were dual purposes of
the Taft-Hartley Act; and a construction which serves neither of
these aims is to be avoided. Mastro Plastics Corp. v. Labor Board,
350 U. S. 270, 284. P. 289.

(d) "Expiration date" in § 8 (d)( 1) of the Act relates to the
date when a contract is subject to modification as well as the date
when it would come to an end: and the same phrase in § 8 (d) (4)
must carry the same meaning. Pp. 289-290.

(e) This const ruction gives meaning to the congressional
language which accords with the general purpose of the Act.

Pp. 290-292.

352 C S.Syllabus.

OCTOBER TERM. 1956.282
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tract itself contemplates such bargaining. It would be
anomalous for Congress to recognize such a duty and at
the same time deprive the union of the strike threat
which, together with "the occasional strike itself, is the
force depended upon to facilitate arriving at satisfactory
settlements." 9

Although a 1948 committee report is no part of the
legislative history of a statute enacted in 1947, we note
that the Joint Committee on Labor-Management Rela
tions, made up of members of the Congress which passed
the Taft-Hartley Act, in its final report reached the same
conclusion we do:

"Reading section 8 (d) as a whole seems to lead to
the conclusion that the act permits a strike, after a
50-day notice, in the middle of a contract which
authorizes a reopening on wages. Use of the words
'or modify' and 'or modification' in the proviso, and
use of 'or modification' in section 8 (d)(l), and the
statement in the final paragraph of the section that
the parties are not required to agree to any modifi
cation effective before the contract may be reopened
under its terms. all seem to contemplate the right of
either party to insist on changes in the contract if
they have so provided. The right of the union
would be an empty one without the right to strike
after a 50-day notice." 10

9 Subcommittee on Labor and Labor-:\Ianagement Relations, Fac
tors in Successful Collective Bargaining, S. Rep. under S. Res. 71, 82d
Cong., 1st Sess. 7 (Committee Print).

10 S. Rep. );0.986, Pt. 3, 80th Cong., 2d Sess. 62. In 1949 Senator
Taft, who was a member of the Joint Committee, introduced a clar
ifying amendment to § 8 (d). See S. Rep. Xo. 99, Pt. 2, 81st Cong.,
1st Sess. 42 (minority report). The amendment, along with a group
of others, passed the Senate, 95 Congo Rec. 8717, but did not become
law.
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prJblem. We believe proVIsion must be made for effective oversight of CO~15.-\T
~fore expanding Ita functions

Without prt')udlCl' to our COSlllon set out above under no circumstances should
COM5AT be gwen sole control of tne l' 5 share ·Jf r:--;:\IARSAT and alSO sene :arlle
J"t"r; directly b~··passlng the e:otlstlng carTlers T~ere IS no baSIS to "rant (0:\15.\T
:~nlrol of the essential facdltle5 for maritime satellite communlcatlons anet also
'I,e It a budt·", ,0r!'lX'tltlVe aet\'antage b,· !el<;s:au'e ,',at o\'er the carners Which
-ave tradltlonall\' supplied and supported the maritIme service
.. Howe'·eT. H R : 1~'J~ does net appE'ar to !lmlt CO~ISATs role to that of a ':arrl
?,s carner' and has dlspt'nsed ..... Ith the concept of "authonzed user' Thus.
i:D~lSAT IS not pl"Qhlblte<l from serving the pUblic dlre<:tl\' prOVIded non.('0~1SAT
;.. ned facl1ltll'S are empla~ed :0 reach :."It' eanh stat;on To the contrar' H R
'. 'l'~ ado ..... 5 CO:'>ISAT to Interconnect d,rl'·:t.~ bct~ .... :t~ ~omest'c common :arrt·
~; and prl\,ate communIcations svstems. .\ithough the latter term .... as not
jei:nt>a:n H R 1120':1. Wl' prl'su~e It ,5 mteneted to makt' It po551ble for CO~15.\T to
serve Ihe corporate nl'twOrkS 01 ;arge eno u,,",rs. sucn as tnose at the major ad
"mpanles ..... hlch operate tanker rll"l'ts
'''If C()~ISAT IS selectf"d as the cnosen Instrument to ser"e as the dl">lI<nated t: 5
_n,.t' the Bli! must not alter e:otlstlnjo( ,ndustrv arrangements 0" pE'rmlttlng
;-;-;\t'SAT to compE'le with others not so favored To permit CO~:SAT to serve the
:,:~estlC marKet either dlreCtl~ or b~' means of an interconnection with domestiC
~;r'rll'r; 0\ satellite communications would cllsser.·e the pUblic since RCAGloocom.
~nci ,,{;'ler International recore carTlE'rs. W'nl~h suppl" the bulk nf the nation s high
sea;; marttlme communications Via HF radlO. would still be prOViding HF se....·lce.
~.~ carTlers .... Ii: be reoqulred to ,ontlnue to maintaIn such factlltll"> for the
.:,~abiE' future CO:\tSAT should not be allowed to expiolt a monopol" over the
~l~t :echnolo~' to the oetnment of the eXisting ,ndustry

..ln conclUSion. RCA G:"ocom does not believE' that :he present Bill. which would
,est exclusl"e control of mantlme satellites to CO:'>ISAT. represents the preferred or
t'en an acceptable way to proceed InthlS area At a mInimum. we believe It would
~ premature to make a binding de<:lslon to piace the future of mantlme satelllte
cammunlcatlons In the hands oi CO~1SAT until the studv or CO:\1SATs orgamza
:,on and structure and the comoanlon stud\' of the publIC coast statlons called for In

:h~ Bdl are completed and thE' data _supplied suoJe<:ted to cnllcal evaluallon. A
JecUllon which COUld havE' :ne effect 01 restructunno: an E'xlstlng ,ndustrv prOVIding
,,:.al publlc serviCes should be made only on the basiS of complete data en the total
.noU-'try

We accordmglv urge "au to amend the Bill to provlde for a partnersnlp or new
~rpor8tlOn 10 be financed b~' eXistIng mantlme carners to be the t: 5 deSignated
tOllt' lh I:--;~P,RSAT SLlch action ...·11I better ser\'e the Interset of the 'JS,"" public
llld help assure tne maintenance of a health". VIable L' 5 maTlllme :ommunlca
"oM :ndustr'"

TIanK "au very much

\lr VAS DEERL1~ Thank you. Mr. DeRosa.
Or ~aleszkiewlcz?

~THDtE'\T OF WL.\D1~tlR ~ALESZKIEWICZ. REPRE~E'Tl~'G

WILLI.Ut FISH'1.-\~. ~ATlO~.\L TELECO.'DIl·"C.HIO'S A~D

''iFOR''.HIO'\ Amtl~ISTR.-\TIO~. DEP.-\RT'\IE'T OF CO'!
\tERCE . .-\CCmtPA'IED BY GREG SKALL. COl'~SEL

\1r ~ALESZKIEWICZ. Thank vou. :\otr Chairman
~ty name is Wladimlr :\aleszkiewicz and I am appeanng today

u a 5ubstitUte for Mr. Fishman. who is scheduled to testify. Cnfor
lunately. the rescheduling of this hearing made it impossible for
~r FIShman to be here due to a prior commitment to serve as the
t.:.5. representative to an international meetmg of the OECD in
~u:u. H~wever. wlth your permission. sir. I would like to offer :\lr.
~an! written testlmony for the record. and to summanze it

only bnefly Thank you. sir.
pos;nor Ul r~rganlzation of the. Office of Telecommunications

Icy as the :-JatlOnal Telecommunlcation and Information Admin
lItnlllon. ~TIA. I served as a senior economist With the Interna-

. ; ;;: ::Jj
....
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Initially by certified common carriers m proportions to be deter
mined oy the Federal Communications Commission.

This approach avoids extending the C<lmsat existing statutory
monopoly into a new field It permits any carrier with a desire w
do so to invest in the new service provided that the FCC can be
satisfied that such investment IS m the public interest. It also
spreads among a number of private companIes the dedsion wheth
er or not to join Inmarsat. and it minimizes the conflicts of interest
on the mdi\idual corporate level that any single existing corpora
[Jon might have .

Cnder the adminIstratIOn's proposal. the FCC would retain ple
nary jurisdiction over ownership in the entity In the first instance.
and could restructure such ownership as the public interest re
qUires from time W time. We believe it_ to be appropriate for the
lelrislatlOn to layout the bastC nature 01 the entity. whole leavmg
to- the FCC the details of the intercorporate and other relationships
between the entity and its constituent owners.

for these reasons. we urge the subcommittee to adopt the desig
nated entlty approach set out in HR. 964i. sectlon 5.

Insofar as the governmental oversight is concerned. and since the
L'S Government accepts no financial and operational responsibili
n' for provision of Inmarsat ser'-lces, the entity's position as the
tS. participant in an international organization is rather delicate.
but at the same time it has to reflect and to be responsive to
natIOnal policy and governmental problems designed to carry out
governme!!tal responsibilities and obllgatlOns; for instance. the
safet... of ltfe at sea.

\\l1lle the entity will be a private corporation. there remains
areas of substantial governmental interest. Accordingiy, in addition
to the provision of traditional full regulatory authonty of the FCC.
we believe that provision should be included for Presidential over
Sight and coordination to ensure that institutional arrangements
and operation and procedures that are responsive to national inter
ests and consIStent with the foreign policy of the t;nited States.
~r Chairman. I understand that the H.R. 11209 was somehow

changed. and some amendments were made in that particular part
oi the bill Unfortunately. the U.S. mail being what it is. we have
not received it yet. The question of Presidential oversight. Mr.
Chamnan. is very important in our view. and I know the provi
s:ons exist in both bills. H.R. 11209. ""ith the adjustments. as
:ounsei explained. would probably take care of our concern.

Furthermore. we have a slight problem in the text. We would
suggest that in H.R. 11209, should H R. 11~09 be the prevailing
:.ext. language appearing in section 4( a K0) of H.R. 964 j. conierring
certam war powers on the President. as in section 606 of the
CAmmunications Act of 1934. be added, :"th. Chairman.

In summary. we believe the structure of the entity should be
S~fficlently defined by legislation to ensure an effective. unified
t.:S. POSition, be responsive to both government and non-govern
ment needs. encourage maximum private sectOr participation. and
commerCial competition. and provide effective maritime service at
lIll!Umum possible cost w the user .
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DIP.urrvlJfT CII' lvmcs,
AaulTAln' ATI'OUft GUI:UL,

'IV..."., D.C.. Jl., If, 1,.".
HOl'. BOW'~W. CAl'l'OW,
CAofntlGll, CommiUe" 0fI COtIJMcrc:e, B~.co, lIII4 Tna.."ortClUOll,
U.S. Sell.'ff, WuAill9'o", D.C.

D&d 11& CJuuJux: TJlII t. lD nspoue to ,ou l'eC(CMft for the 'ftewa of the
Departmeat of lutlce OD I. 2211, a bW _titled the "IoternatiODal Kartt:1Jlle
Mobile IateWte TeleeommlUlkadoDa .let of 1m." Th1a Pl'OI*ed lqlaladQll
bu beta eantDD, mlewed.

I. 2211 !wi beeD propoNd bJ the 0tIee of TeleeoauD1IDleadoaa PoUeJ to Pro.
nde the lutItudoDal framework for UDlted 8tat. pUtldpadOD ID the later
IIAdoaal Kart1IIIe IatelUte ()qaDl.utlOll (IlUIIAnat). llUIIAnat I. aD later
IIAtlOaal eouort1am 01'1&II.... aDder the aupleta of the Ioter-GoTerDmelltal
Maritime CoDaDltaUn C)rpDlaUoa, a I..oIIdoD-bued. lI*1aU. UN IP11t7
relPOuible for promotlq eoopentloD OD t«bDieal matters atreettq IhiPPbll.
ftlD deplo,ed. the IlUIIAnat .,atut wiD alford .parlor IbilHCHbore Ud
lhip-ttHblp collUD1IDlcadoaa lel"rtcea na .....telUte mdeat!7 at~
100 1Dil. or mora flOlD Ibon; at dO8ft' ra..-, em.tiq biIb freq1lllleJ &lid
.,erJ hlp freq1IeDeJ radio COIIUDuDlcaUou .,steIU woaId be ..plo,_

-Thla lladOD t. modeled OIl the 1_ Co uDleadoaa Ute j.et

(.1'"11"••C. et Ieq. ft~.aLi~lD.,ol., the I. 1'1
- 0

26

J

corporadOD .
iUti - Ii- poll~-lUi Dee of the
"8ta~~ • • COIIUD
-cSttoiu eollUDOD earners, u autborbad bJ the J'ecIeral Comm1lldeat1ou eo.
lDl_oa. At the oaUlt, oalJ IQeh cal'rlera u IDnat ID the corvoradOll woaI4
be Illowed dinc:t aeeaa to the IlUIIAnat .,.... JIlIId .... tbuetore, woa)d
be reqalred lDlt1aU7 to eoDtraet tor aerrtees throaIb ODe or IlIOn of the carrter
lD'IfttOn. 1'1.,. ,ean toUowlq the ellAc:tmIDt of I. 2211, howe..r, I'Ild tIIm
woald be alforded the opportuDltJ to lD.,. ID the ipedal corporadOD It t!ItIr
optlOll aDd thu achine the ablUtJ to dinc:tl7 a.,.n theIuelyea of Ita IIrItfta,
1UICIer I1lCh realOllAble tel'lDl ucl CODdltloaa u the rco ma, preacrtbe.

I. 2111 dear17 deal. predolDllWlt!7 with toniID poD~ aDd replatOl'7. IIOt
eompet1tiOD poU~ topieL The ~eat of luttee. hoW'eYft, haa been ~
cerDed that no 1IDDeeeu&r7, artlkial eoutralDta OD eoaapedtioa aDd ellItolMf
ebo1ee be lJDpoted lD maritime eommaDleatioaa u hAl'e bela lJDpoIed wttb
reapect to ..eral purpoae lnternatloul eollUDaDlcatlou. UDder the 1882 eo.
m1lDlcatiou SateDlte Act, tor enmple, the FCC hal barred Comat trom ""
taJ1lDC ..me. direetl7 to ead uaeft. COlDI&t hu beta relepted to the role
of a "camer'1 eal'rler," with the renlt that a..n baft paid artlIdallJ IWtN
prleeL See ~"'MrU" U...... 4 FCC2d 421 (1881), f"eOOIIIi'...fed, 6 FCC2ll
1511 (188T). ID other International eommunieatloDl .."leeI, the nap ot (OlD

petltlye choice nanable to uaen hal tradltlollAll, beeD eoutnlDed, witb 111m!
required to de with certalD camen Ind DOt with others. See. t.g.. IT!
lVorWcloM, 1M. Y. FCC, 15M F. 2d 1125 (2d Clr. 1m); lV_it",. UfI40II Ill'""".,iotMII Y. 'CC,lK4 1'. 2d aT (24 Clr. 1918).

The threat that C1UtOmen ilia' awttcb tbelr buiD.... or .,ertleaU, Intecnll
to aat1af7 their requlremeatl, clear17 eaD han a IfttnlDlq lolueDee OD tlle
prlees that .ppUen charte, and pro'ftde aD lDT&1aable apar to unn I1IppUff

respout...... to C1IItOme~~Deeda.~~8~a~bIe~ert==ptifjOD~51(t~~8~.eDlluae
ra

uen wOald be me to coatnet willa .., of till
camen that had lD...... III the apeda1 eorporatloD; tile bW doeI DOt~
to limit the abWtJ of canters to lDYeR lD th1I .dq aDd tJIa~
curltr wIIbllll to do • woa1d be aDowtd to Ill to the --
NCDladOD of tH I'CC. Tb1I •...,. to II to btl ._bIt bIIIICt ....
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aDd ..me. chOlee.
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u.& IIUIt:IaIe IDftnIlta wtIl ban aftlll.l8 to th_ the IIIlpfOTecI eomm1lD1
eauo. ..w. oJrered Yia the I ....nat .,.... Tha. propoeed leliliatiOD
r-u. fonl.. poUq ud replatorr luaeL III tl108l~ we would defer
to the eouldered .1... at the l)epartlMDt of State aDd the J'ederal COlDJllaDi
cation Commlaloa. SlIbjeet to tboee 'f1.... bowe.., the DeparbDeDt at la.
Ue. be. DO objeet1oa to tIM euetmfoDt of I. 2211.

The OSee of IlaDapmlDt aDd BadceC .... adtUed that It bas DO objectloll
to tbe aubmlll10D of tJa1a report froID the ataDdpolDt of the AdID1D1Itratioa'.
PI'OlNlL

SlDcerel7,
P.A.ftllGU II. WAUl.A.....,.., AItonNr~

Senator HOu.nfOL We are especially pleued to see our friend
Charles Ferris, Chailll1aD of the Federal Communications COIJ1JllW.
sion. WeioomL

"' .....-...... ~...-... , .,..

S'tATDD! O~ KO•• mrAJ.T.J.I D. DJ.J.II, n.n.•••, nDDAL
COXlltJllICATIOD COJOlI8SIO_; ACCOJIPAJIIID BY WALTD
KDrCJDIQ, CBID, 0000. CABVD JnZAl1; AD BODJ.!
DUel, GDDAL COunm.

Mr. Fzur& It's good to be here, Mr. Chairman. With me today is
Mr. Walter HinchmaDz Chief of our Common Carrier Bureau, aDd

. Bob Bruce, our Genera! CounaeL
I am pleued to.have this opportunity, Mr. Chairman, to commeat

OD international maritime satellite telecommunieatiolUl developmentL
AI lOU mow, 011 March 15 the Commission considered a number of
optiOns for the or~tional structure aDd operational arrange
ments for & U.S. operat~ entity to provide maritime satellite 00II1
munieations services. ThiS matter is still under review; but in my
statement today, I will discu. what &I,)pe&r to be the significant
isIIuel impacting on the provision of mantime satellite telecommuni
cations &emcee.

The preeentl~ operating Mariaat system constitutes the frat appli
cation of satellite teehnofogy to maritime communications. ThrOUgh
, system of three synehronoUl satellites, owned aDd 0l"!rated as &
joint venture bl a conaortium of four U.S. common eamera, Marilat
p!Ovides maritune voiee aDd record communications services to the
U.S. Navy_ and to commercial maritime Ulen. The Commission au·
thorized Marisat only as a developmental program for a period. ·of
5 years, ending in 1981. From a commercial standpoint, its primary
pu~ hu been to demonst1'ate the feasibility of maritime satellite
semce and to establish~ and o~rational parameters. Com
mercial voice and tela lervieee bePJ:\ m the summer of 1978; aDd
~l' are currently Ofti' 100 commercial shipboard terminala aceeII
~theKariJat

The priDci,,-,="OD rega~maritime teleeommunieationa is
how to .-an the continued .vail&bili~ of maritime satellite com
II1QJ1ieatiou eenicea beyond the desip life of Marisat. This ~eetiOD
;::.-- • number of sublidia~ iIIu.: One, should the United
&1 ~rticipate in the propolld.~1'1&~ system1 or seek ~me
~ve arransementa lor proV1l10D of mtematioul mantime

IIte1lite teleeommunieatioDl .mces t Two, what entity should be

J
~~~-----------......,.-~,.-.-._~'",.
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effectively compete in accordance with the mandate laid down by
Congress in 1962 in the Comlllunications Satellite Act,

Thank you,
[The statement follows:]

STATEYE:"'T OF E. A. GAllAGHEL CBAIRll.\:,\" WESTES:" t':uox
I:->TERSATIO:'lAL, Ixc.

Gooo morning, 31r. Cbairman, I am E. A. Gallagher. I am Chairman ami
Chief EXl'Clltl\'e Oftlct!r of Wel'tern ('ntou International, Inc., and PresidplJt
lIud Clliet E~eclltive Omcer of Its parent. Wt:I, Iuc. }"or your con~enience, a
summary of DiY testimoDY follows:

St:WYAIT

1. COD!"lat is a carrier's carrier, not a carrier's competitor. aDd its only
authorized users are the International full ser;ice carriers. Tbls wa1l Con
gress' intent when It created Comsat In 1962 for its Intelsat mlSliion, and tbe
.FCC lias followed that Intent to date. Tl1is Is an ~ultslJie result because of the
monopoly benefits conferred upon Comsat by Congress.. and tbe financial bene
fits conferred upon Comsat by botb tbe t'.S. Go~ernment aud tbe international
carriers.

2. Tbls basic Industry structure and nlltlonal telf'('Ommunications policy
should not be revamped in legislation for tbe Infant maritime satellite market.
wblcb lec1s1atlon Is only needed tor tbe purpose of enabling tbe U.S. to sign
the multinational IDwarsat agreement by the tblrd Quarter ot 19i9.
. 3. The public will benefit from a continuation ot tbe competitive otrerinc of
maritime satellite service ID wblch WUI and a.ny otber Qualified International
carrier fillll a meaningful role tbrough on'nershlp ot its satellite cirCUits.
Xeitber Comsat nor any other carrier sbould be cranted sole U.S. ownersbip
of either tbe ellrth stations or tbe spacecratt.

4. WVI, by l'irtue of Its existing maritime satellite circuit ownersbip. wa!'!
able to a.nnounce, subject to FCC appronl: (I) a 33 percent rate reduction for
maritime telex: calls; and (II) a new 1[arlgram message service to enable
sbipboard crews and passengers to ocntact their triends and tamilies l'la
satellite at $2.25 per Marlgram message. 88 compared with $30 tor a telephone
call l'ia satellite. WLTs strong credentiliis in maritime satellite communlclltion!'!
are outlined later in tbis testimony.

5. Comsat bas virtually an uncontrolled stranclebold over satellite com
munications. Any furtber statutory monopoly po"'ers tor Comsat would be
barmful to the consumers Ilnd would Increase the many coutllct-of-Interest
position!'! now occupied by COlllsat.

COYSAT ""AS CREATEn FOa A SPECIFIC L1YlTi:n PURPOSE. :'fOT TO DOMl::'iATi:
I:'ITEB~'-4.TIO:\.a.L COUYt::\ICATIO:"S xoa TO B.£STLt.1:'f COYPETITION

L"nder current law, International polnt-ta-point telecommunlcll tlon!'! l'ln
the Intel~at system III prol'tded to the consumers by internationlll tull serrice
carriers, including WUI. These carrlena obtain satellite circuits from a sole
source--Comsat. who is a carrier's carrier. Comsat has not been unleashed
in competition ll;itb tbe carriers, Indeed, fair competition would be impossible
because Comsat bas a statutory monopoly Ol'er Intelsat satellite circuits and
bas been -a~rded subaldles and other support by the U.S. Government and
by the international carriers.

In tbe case ot the pilot maritime mobile satellite system (Yarlsatl, both
the International carriers and Comut bave been accorded a parity ot oppor
tunity. Each ot tbe tour Marlset carrler&--Comsat General. RCA Globcom.
WU] aDd ITT Worldcom--own and oper..te Its o~ discrete circuits In hoth
tbe ~ee lellllent and the eartb statlona. Accordlncly. there Is no carrier's
carriu eoncept today ID Marisel However, we accepted this compromise ar
ral1lemeDt without prejudice to our erm view! rt'gardlng Comsafa more proper
role u • wholesaler. because tbia pilot syatem III dt'dlcated primarily to the
U.S. Navy and there la Umited commercial capacity. :'4oreover, we sbared the
FCC's e:zpectatlolls (since proven 'lVt'onc) tllat Comsat and Its wholly-owned sub
sidiary, Comsat General, "'ould operate Independently and at arm's lengtb.
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All a separate corporate entity and not &I. mere dlv1.lion ot Its parent (48 FCO
2d 5Z9).

Comsat already has a stranglehold on sate1l1te communications. aided and
abetted by its statutory monopoly under the Communications Satellite Act of
196:? Comsat's many·faceted roles. as outlined aboH. make it the bridge between
A. T. A: T. and IB:.I. and give it the allure abroad of a G,S. quasi·governmental
entity. Consequently. Comsat Is possessed of tremendous commercial levera~.

domestically; and Is clothed with the appearance of near·governmental power.
alJroad. Less ad~antaged U.S. companies will find It e~er more dlllicult to
compete W"itb Cornsat ill its non-monopoly endeavors, &Dd they will be absolutel;y
foreclosed in the Comsat-Q1oDopoly sectors.

1'0 I:LIQIBLJ: c.uato SHO'C~ BE EXCl.'CtlED FBO)( .l wu..'OU:ol'OrcL BOlL U\' WurrIW~
SATELLITE CO!.U(U:ol'IC4TIO~

WCI aed the other three :ll:uisat carriers assnmed tbe risk and provided the
seed money for tbe world's first commercial maritime satellite srstem. Each ot
these carriers bas acquired valuable e~perience In maritime satellite operations.
but there Is no assurance tbat tbey will gaLn any financial profit. or even
reco,er their in~estment from this developmental u·stem. Additionally, Wt'!
and tbe other ~larlsat carriers have expended considerable etrorts In tbelr
negotiations smonr tbemselves. with A.T. A: T. and TRT Telecommunications
Corp.• and ~'ith tbe European Space Agency. all concerning the second genera
tion system. WCI bas also supplied expert representation to tbe t;.S. deleptloll
to the manT pre-Inmarsat conferences. and to tbe Inmarsat Agreement Inter·
national Preparatory Comn:r1ttee.

Any legislati~e exclusionary poller dlsqualttylng carriera tram owtlershlp
eligibility In ultimate eOInmUDications systems. after 8ucb carrien undertook
the risk ot funding tbe Initial deveiopmental system. would be bighly lnequI
table. :Sot only would these pioneering carriers be deprived of their ultimate
opportunities to recoup their losses from the pilot system. but also the con.
sumers would he depri~ed of the expertise at these carriers and tbe competitive
benefits that they would brinr to maritime satelllte services &Dd sb1pboard
terminals.

It WL'I Is to be disqualtfled by legislative flat trom any tuture meanlnrtul
role in maritime satellites. WUI will be torced to reesamlne Its proposed
participation In tbe second generation system, wbose plAnning must move for
ward expeditiously this year.

A new broad·based corporation sbould be establlsbed to become the U.S.
entitY tor Inmarut. Each of the four existing Marisat carrlen sbould be
deemed eligible to participate. as should any other U.S. carrier whose partlcl
pation is determined by the FCC to be in tbe publlc \tIterest. The marnlttlde
ot the ownership participation by eacb carrier should be determLned by the
FCC. aowe~er. no single carrier should be authorized to own more thall
49 percent of tbe new corporate desigDated entity. unless BUcb creater owner·
sblp is required tor tbe purpose ot reaching 100 percent.

There are T'arlous bills available to tbe Subcommittee whicb would aceom
pUsh tbis result. One ot those bills is S. 2211 which was Introdoced by Senator
Bollings for himself and Senator Stevens on October 1i. 19;7. Tbis bill 1"11

Introduced At the request of the Administration. and its companion B.R. 9&17
hal been supported br the State Department, tbe former OlBce ot Telecom
monicatlons Polley. and the Maritime Administration.

TbiB Subcommittee's stAtr working dratt. dated April 28. 1978, contaw t!It
framework ot an acceptable bill. and Wt'I's counsel has submitted some pro
poM4 reyisions to your Itatr. WUI'a counsel will be pleased to work wtth yoU
ltd Ln implementing pollcy decisions ot tbe Subcommittee. BopetuUr. ther wlI1
proYlde the bASis tor a meanLngtul role tor WUI and &Dy other quaWled carrten
in marlt1me satellite communications.

Thank you tor accordLnr us the opportunity to teltify.

Senator HOLLIXG8. Thank you, Mr. Gallagher.
)!r. Knapp, I think you are the next gentleman-:Ur. George F.

Knapp.
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