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STATEMENT OF SENATOR INOUYE 
HEARING ON S. 1935, THE COMMUNICATIONS TRANSFER FEE ACT 
APRIL 27, 1988

Good morning. Today’s hearing is on S. 1935, the 

Communications Transfer Fee Act. This legislation is 

authored by the Chairman of the Committee, Senator Hollings. 

A provision identical to S. 1935 was included by the Commerce 

Committee in last year’s reconciliation legislation, but was 

removed on the Senate floor.

At the outset, it is important that everyone clearly 

understand the motives of myself, and I believe, the other 

Members of the Committee in considering this legislation. I 

have seen press reports and have heard conversations alleging 

that the purpose of this legislation is to ’’get” some 

interest group or ’’even some score”. I can say unequivocally 

that is not the case. Anyone who has dealt with this 

Committee knows that we consider legislation on its merits 

and that is how we have and will deal with the transfer fee/



trust fund legislation. A belief to the contrary is not only 

wrong, but will prove unproductive.

The Committee originally approved the transfer fee/ 

trust fund provision because we were required to do so by 

last year’s budget resolution. Reducing the federal deficit 

was and continues to be the main impetus for this 

legislation. From discussions with other Members and from 

seeing the President’s budget, it is clear to me that there 

is growing view that we should somehow capture the value of 

the electromagnetic spectrum for the American public. Our 

discussions have become increasingly focused on how this 

should be accomplished.

I recognize that the critics of this legislation argue 

that there is understanding that in exchange for receiving 

the spectrum for free they are required to serve the public 

interest. Such an argument has some merit, but it also has



limits. I know that most of us on the Committee strongly

believe the airwaves belong to the public and are not for 

sale. I can assure everyone that this legislation will not 

alter this concept. At the same time, if there was a direct 

relationship between the cost of using the spectrum and 

public interest obligations, spectrum licensees would then 

pay a more or lesser amount depending on the rules and 

regulations then in effect. In light of recent actions by 

the FCC, the cost today would be very high. I should add 

that the auction approach would also impose an unduly high 

fee.

The supporters of S. 1935, on the other hand, believe 

that such a high price is not reasonable and believe a more 

appropriate balance between a spectrum fee and public 

interest obligations should be formed. In other words, we 

should construct a scheme where there is less regulation

where appropriate, but where there is a minimal fee. And the



fee in S. 1935 is by any definition a minimal fee. I have

done some rough calculations and found that if we adopt the 

fee in S. 1935, it would take well over 1000 years to capture 

the full value of the spectrum. Consequently, the bill 

before us is within the proper bounds if we are to assume the 

critic’s argument that there is some tradeoff between the 

cost of using the spectrum and public interest obligations.

While the main impetus for this legislation is the need 

to reduce the budget deficit, a second and very important 

motive is the need to provide public broadcasting with long 

term, stable funding. I have been a witness for many years 

to the financial instability in public broadcasting and well 

understand that a great deal of the fault lies with the 

current funding mechanism. It is virtually impossible for 

the public broadcasting system to engage in long term 

planning when its has to conduct daily drives for dollars.

By creating a trust fund, we will help remedy this situation



and give public broadcasting the opportunity many first

envisioned for it.

Critics of S. 1935 argue that they should not have to 

contribute to a public broadcasting trust fund since public 

broadcasting is something that benefits all Americans. 

First, let me say to the critics that we all know that your 

opposition to this legislation would be just as great even 

if we removed the trust fund. The heart of your argument is 

that you do not wish to pay for use of the spectrum. 

Everyone here today understands that.

That, of course, does not mean that the argument of the 

spectrum users does not need a response. I believe it is 

flawed for two reasons. First, under this legislation, the 

spectrum users will as a matter of fact contribute to 

reducing the deficit because the money from general revenues 

that are now used to fund public broadcasting should no



longer be required. Second, the public — all Americans —

own the airwaves and they should be able to use any funds

derived from its use for any activities they or their

representatives collectively deem proper.

While I could continue to discuss this legislation for 

some time, I think it best to turn to the expert witnesses 

that will appear before us today. Prior to hearing from our

first witness I would like to turn to other Members for

their opening statements.


