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NOTES ON U.S. DOMESTIC SATELLITE SERVICES

Some Underlying Issues 

There has seemed in'recent months to be a trend toward the

thesis that the public interest will be best served if all

organizations interested in establishing a domestic satellite

system are permitted to apply for a license to do so. Because

Comsat sees the question differently, it is well to say why we do.

The satellite Act authorizes Comsat to build commercial

communications satellites and to call upon the Government for

their launching. No other organization has any such explicit

Congressional authorization.

The privilege thus granted to Comsat is accompanied by a

number of obligations and restraints placed upon Comsat by the Act.

Meeting these obligations has entailed an enormous amount of

work and substantial costs. The restrictions, in turn, have

substantially reduced Comsat's ability to be a strong competitor,

in the normal sense, with other organizations 'seeking domestic

business.

Considering these obligations and restraints, which are

formidable, we believe that for the Executive Branch or the FCC

simply to license a U.S. domestic system to an entity other than

Comsat -- without taking the case back to the Congress for

clarification or expansion of the existing Act -- would be wrong

in a r.r)sf fundamental way.
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So much for the question of "monopoly". We see other flaws

in the "come one, come all" philosophy. We believe that at a

minimum the Government, and the Commission in particular, should

rule in advance on certain basic policies.

One is in the matter of economical use of the frequency

spectrum and available synchronous positions in our longitudes.

An invitation to all interested parties to apply for a domestic

license would be taken by some as an indication that a number of

such systems may be authorized. This we believe could lead to

trouble, for the natural resources are limited.

Another is in the matter of exclusive versus non-exclusive

systems. There are relatively few potential specialized sources

of traffic large enough to justify the initial investment in a

domestic system -- chiefly the broadcast, data, and publishing

industries. To permit the establishment of a special system to

serve each high-volume user could leave many other lesser but

important prospective users out in the cold, at least until AT&T,

with its ability to assign the necessary amount of traffic to

the system, may choose to apply for or support a common carrier

system.

In one particular area, inclusion in a nation-wide common

carrier domestic satellite system is the only fully satisfactory

solution we see to the communications reuuirements of Alaska.
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Perhaps most important of all, if the country is to move

forward with a domestic system, is that an unlimited invitation

for applications would seem mainly to lead the country back to

where we were before the Rostow Task Force was appointed in August

of 1967. True, AT&T seems to have lost interest in a system

operating within presently available frequency bands, but the

broadcasters in particular have not, and it would be indeed

unnatural for them to renounce their interest in building and

operating their own specialized systems if they so desire. Also,

the computer interests which have recently entered the scene with

plans for their own national networks of terrestrial microwave

facilities, which could easily become satellite plans instead,

will further confuse the picture.

In short, it seems to us imperative that a domestic satellite

system should be non-exclusive, and should have the full proper

measure of economic support and centrality of services that

regulatory power can assure. We believe moreover that for the

Commission to have a coherent and digestible plan for consideration,

it must ask for the plan in pretty much those terms.
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Division Indicated

and Refer to Initials and Number

RWMcli:DIB
60-416-0

UNITED STATES DEPARTMENT OF JUSTICE

WASHINGTON, D.C. 20539

November 19, 1970

Honorable Clay T. Whitehead
Director
Office of Telecommunications Policy
Room 749
1800 G. Street, N.W.
Washington, D. C.

Dear Tom:

You will recall that many months ago, we pre-

pared a response to a letter from Senator Mike Grav
el

requesting our views on a proposed statute to elimi-

nate common carrier stockholding and directorships in

Comsat.

Your comment at the time was that, while you did

not disagree with the conclusions, you felt that 
the

analysis was a little too detailed. Finally, I have

gotten around to paring it down along these lines. I

now enclose a copy of this more modern version.

The FCC also objected to the paragraphs at the

end on their regulatory activities. I intend to stick

to my guns on these provisions, since I feel that if

we do not include them, comments are not meaningful.

No doubt you will get this letter in due course

through the normal Budget clearing process. I hope

that it is satisfactory for your purposes. I don't

think that it would be possible to simplify the matter

much further.

Best wishes.
Sincetely yours,

//L—

D0IALD I. BAKER
Deputy Director of Policy Planning

Antitrust Division
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Honorable Mike Gravel
United States Senate
Washington, D. C. 20510

Dear Senator Gravel:

This is in response to your letter of February 12,
1970, requesting commentg from the 4%utitrust Division
on a proposed draft amendwent to the Communications
Satellite Act of 1962 as ammded ("1962 Act."), 47 U.S.C.
cg701-744. This draft amendment would, if enacted,
eliminato direct control over the Communications Satel-
lite Corporation ("Comsat") by tht., terrestrial communi-
cations common carriers (carriers'). It would do so
by (i) barring any representatives of the carriers
sitting on the Board of Directors of Comsat after
January 1, 1971, and (ii) barring carriers from miming

shares of Comsat stock after January 1, 1972. -

1_—_--

. In general, we would favor enactment of legisla-
tion along these lines to eliminate direct carrier

'control or influence over Comnat, such a step, cam.
bined hopefully with some modification of regulatory
constraints on Col-asat ts activities (discussed below),
would significantly enhances Comsat 's competitive
potential.

The 1962 Act was a compromise. It ignored tradi-
tional policies that restrict the common ownership and
control of competing modes or regulated business (e.g.,
49 U.S.C.A. 55(14); 49 U.O.C.A. i978 47 U.S.C.A. 014).
Instead the 1962 Act provided for extensive carrier
ownership of Comsat stock and for six carrier nominees
as directors of the corporation. As a result carriers
controlled half the shares and more than a third of

4



Mrectors. American Telephone St Telegraph Company
('ATT) alone is by far the largcst Comsat stockholder,
with 29 percent of the stock and 20 percent of the Board.

From the outset, this arrangemlant has been criti-
cized as being inconsistent with the stated Congressional
mandate "that the corporation created (i.e., Comsat] . . .

be so oranized and operated as to maintain and strengthen
competition in the provision of co=unications services

to the public" (47 U.S.C.A. 701(c)). (See, e.g.,
Legislation Note, Thc Cr_Tisat Let c.1: 19627-16 Harv. L.
Rev. r.)W 398 (1962). crIETE1c;a7Bas been reinforced
by experience. (See, e.g., Schwartz, Comsa.t thoSarriers,

and the Enrth - Some Probloms witrt
VaEIFT7Itco Into- 777-77Naie L. J. 441:7-14); aeport

ot the Pre.sicicarcrE7Cask Force on Commtnication Policy
(1968), Chap. 2, p. 15).

Moreover, the carriersl stockholding and director-

ship arrangements in Comsat are contrary to the normal
antitrust prohibitions against anticompetitive stock
acquisition and director interlocks contained in Clayton
§§ 7, 8 (15 U.S.C. § 13, 19). The prohibition of Clayton
§7 applies where minority ownership results in the
probability of anticompetitivo consequences, 11..s. V.
duPont eoNmour & Co., 353 U.S. 566, 592 (19Di7; and,
ETE-576-61 che'bpportunity thereby afforded to . . .
compel a relaxation of the full vigor of . . . competi-
tive effort," the prohibition applies with equal force to

directors appointed by such minority owner. 1-11i,t.gli
Watch Co., v. Bcnrus Vatcl.l_go., 114 F. Supp. 3017Thif

1952Mill7772.u6 F.2d 733 (2d Cir. 1953), under

§8 of the Clayton Act, interlocking directorates among
competitors are per se violations. U.S. v. Sears,
Roebuck & Co., 1I17.-11. Supp. 614 (S.D.-a.Y. 19bST7

In these circt-mstances, we believe that a good case

can be made for eliminating the direct carrier influence
over comsat flowing from their shareholding and director-
ships. This approach is consistent with the Department's
original position in 1962 when the Attorney General empha-
sized that we "place great importance on competition be-
cause the communications industry 1.3 _particularly succeptfable
to domination by one company -- AT&T." Heorinr!,s on
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To summarize, we favor generally same legislation
along the lines of the proposa amendments, in order
to eliminate direct carrier control or influence over
Comsat. However, unless combined with at least soma

. reversal of the FCC's decisions protecting existing
carriers from satellite competition, such legislation
is not likely to enhance sighigicantly Comsat's com—,
petitive potential.

Sincerely yours,

RICRARD W. NcIARLN
Assistant 'Attorney General

Antktrus t Division

4
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Yevna/Afyiler,444
1920 L STREET, N. W.

WASHINGTON, 0. C. 20036

November 9, 1970

Dear Tom

I am enclosing a copy of the speech on domestic communications
satellites to which I referred the other evening. I'd be interested
in your reaction.

It was good seeing you the other night. Many regards.

Enclosure

Dr. Clay T. Whitehead
Director, Telecommunications Policy

Executive Office of the President

Washington, D. C. 20504

incerely

ard H. Marks
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"A COMMUNICATIONS SATELLITE SYSTEM FOR THE UNITED STATES -

WHY NOT NOW?"

By

LEONARD H. MARKS

In 1963, when President John F. Kennedy appointed the eleven

Incorporators of COMSAT, he heralded a new age in communications and

predicted spectacular developments. As one of those named to launch this

new venture, I shared his optimism, but, even so, would not have been

brash enough to have predicted the dramatic events of the past seven years.

To asess the future of communications satellites, it is necessary

to review the past:

1. In April, 1965 - little more than five years ago -

Early Bird, the first commercial satellite, was placed in

stationary orbit over the equator, just off the coast of Brazil.

As its name implied, this primitive satellite was the first

of a generation of satellites which would eventually link all

parts of the world. Early Bird contained 240 telephone circuits,

or one TV channel. This one small satellite increased Trans-

atlantic communications capacity by nearly 50% and linked

Europe and the United States via television for the first time.

1/ Ambassador and Chairman of Intelsat Conference, 1968-9; Member of

Presidential Task Force on Communications Policy, 1968.
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It was anticipated that Early Bird would have an

18-month life or 360 circuit years. By this calculation, each

circuit represented an investment of approximately $15,300.

However, Early Bird operated for more than four years and
tA,41- tan% eAe co-v,-;--.0kcx1out.

is still useable if needed today.

2. Eighteen months later - in 1967 - INTELSAT II was
.„,1 c10 L 16'; ,f7̀161c

launched with the same capacity as Early Birdl Three satellites orid:117,

were placed in orbit - one over the Atlantic Ocean alongside

Early Bird, and two over the Pacific Ocean. These satellites

had a life expectancy of three years, or 720 circuit years,

representing an investment of $8,300 per circuit year, or

approximately one-half of that calculated for Early Bird.

The INTELSAT II series provided service to two-

thirds of the world - over the Atlantic and Pacific Ocean areas.

3. The INTELSAT III series was launched last year over

the Atlantic, the Pacific and the Indian Oceans. These were

designed for 1200 circuits, or four television channels and

any combination - five times the capacity of Early Bird and

INTELSAT II. They had a life expectancy of five years, and

represented an estimated investment of $1,100 per circuit year,

as compared to the $8,300 and $15,300 amounts previously cited.
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4. At the present time, production has commenced on the

INTELSAT IV series scheduled for launch early in 1971. These

giant satellites will have a capacity of from 3 - 9, 000 circuits,

and as many as 12 television channels. With an estimated life

of seven years, these satellites represent an investment of

approximately $550 per circuit year.

Now - let's stand back a moment and put these developments in per-

spective:

In five years we have created a worldwide satellite

communications service linking all continents with telephone,

telegraph, facsimile, radio and television service. With

spectacular success, satellites have introduced telephone,

telegraph, radio and live television coverage into every conti-

nent, so that today no place is remote from the tide of current

events.

In this brief interval, the inventive genius of American

industry has increased individual satellite capacity from 240

circuits to as many as 9, 000 circuits, with a corresponding

cost reduction from $15, 300 per circuit year to $550 per

circuit year.
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The se dramatic achievements have been made possible by

unprecedented international cooperation. When President Kennedy signed

the Communications Satellite Act, he invited all nations of the world to

participate in a communications satellite system in the interest of world

peace and global brotherhood among peoples throughout the world."

With this mandate, the Incorporators invited all nations to join in

bringing about a global system. INTELSAT - an international consortium -

was the result. Today it has 77 member nations which own and operate the

satellites to which I have referred. Twenty-five countries have constructed

earth stations within their boundaries, and within the next two years an

additional twenty-five countries will have these facilities.

By virtue of these developments, it is now possible to phone or other-

wise communicate directly and almost instantly from a Latin-American

capital to one in Europe; nearly all of Europe has the same capability

formerly enjoyed only by London and Paris; and Abidjan, or Nairobi, are

no longer isolated places on the map of Africa. Those who have tried to

make international telephone calls from some of these distant points know

the primitive stage of communications in the pre-satellite era, and can

appreciate the dramatic changes that I have described.
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From this brief description of international developments, you

might conclude that we have solved the major communications problems

throughout the world. Nothing could be more remote from the truth  - we

have just made a beginning. There are still many countries in Asia, Africa,

and Latin-America where the domestic communications structure comes

from the horse-and-buggy age, rather than the jet age.

Let me give you an illustration - Indonesia is the fifth largest nation

in the world with a population in excess of 100 million; approximately four

million people live in its capital city, Djkarta. Recently an earth station

was constructed in Indonesia linking it to the INTELSAT system. As a

result, it's possible today, within seconds, to be connected from points in

the United States to the earth station in Djkarta. However, the signal must

then be transmitted from that earth station to the ultimate destination.

Here's where the problem begins. There are fewer than 30, 000 telephones

in Djkarta, and there are many times that number waiting for years to be

connected.

Other countries in 'Asia are faced with similar problems. For

example, in India, an applicant must wait an average of four years and four

months to get his telephone installed. Because of an increasing shortage,

the waiting period is expected to be five years by 1974.
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European countries also have their communications headaches.

In France, there is a current waiting period of several years before a

telephone can be installed and there are 430, 000 on the waiting list. Only

14% of French homes have a telephone, compared to 90% in the United States.

With the exception of Sweden, which claims 100% service, similar tales can

be told about the rest of Europe.

Now - let me describe the domestic situation in the United States --

Unlike a developing nation, the United States viewed the satellite

with a different perspective. We have no remote under-served areas of our

country; instead, we have coaxial cables criss-crossing all parts of the

continent. We do not lack sophistication in the communication art. We

have alternate routes for telephone, telegraph and broadcasting. We employ

radio circuits for a wide range of business purposes and for public safety.

There are some who complain because the telephone service is not infallible,

or because telephone operators are not all well trained, but there are no

long lists waiting for installation service.

When this basic stratum of service is examined, it becomes apparent

that our basic communications needs have been well served. Instead of a

scarcity of facilities, we are blessed with an abundance and a sophisticated

variety that is the envy of the rest of the world. And, contrary to the trend
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for other goods and services, the cost of communications services has

been dramatically reduced at intervals since World War II. In 1965, AT&T

reduced rates by $100 million; in 1967 by an additional $100 million; the

following year by $30 million, and in January 1970 by $235 million. AT&T

claims that these cuts have resulted in savings of $1. 5 billion annually to

its customers.

When these factors are considered, these questions arise: "Do

we need a domestic satellite?" "Can it provide services not otherwise

available? And, at what rates?" These and many related questions have

been studied by many industry and government task forces, but there are

no conclusive answers. Some contend that satellites will merely provide

a supplementary or alternate method of sending a signal from point A to

Point B, and that the costs may exceed those now charged. The optimists

envision a variety of new uses at drastically reduced costs. But, it all

depends on the assumptions that you employ and your predictions on potential

use. I straddle both camps and believe that there are many benefits that

we will derive when our domestic satellite is launched, but I grow very cau-

tious when it comes to calculating the costs.

Let me explain at the outset that all of the services that I envision

for satellite use can be provided by terrestrial facilities. To list a few:



8

Picture phone service, radio and television network

service, broadcasting links for regionaland national

educational networking; digital communications; closed

circuit broadcasts for hospitals and medical schools;

research and retrieval projects withlibraries and

schools; community antenna services and broad band

links.

But - at what cost?

As I pointed out in the introduction, there has been a dramatic reduc-

tion in the per circuit cost from Early Bird to INTELSAT IV, and it is logical

to assume that this experience will be repeated in the future. But, the

common carriers hasten to add that in comparing satellite and coaxial or

microwave services, one should consider that the cost of getting from Point A

to Point B by terrestrial links is slight, and that the greatest expense comes

from the administrative effort of delivering the signal from the origin to

Point A, and from Point B to the ultimate destination. These costs will

remain whether a satellite or a cable is used for the transmission.

These and many other related policy issues have been explored for

years. In 1967, President Johnson appointed a Task Force on Communications

Policy and charged them with the responsibility of making recommendations

on these vital problems. His Administration came to an end before the Task

Force report could be considered.
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The Nixon Administration at an early date reviewed the previous

studies and, in January 1970, recommended to the Federal Communications

Commission that private companies should be permitted to take the initiative

in proposing and developing satellite systems. This policy statement placed

no limitations on the number or kinds of systems to be authorized and

encouraged open competition.

Shortly afterwards, the FCC invited interested applicants to submit

their proposals. AT&T, COMSAT, Western Union and Datran were among

the early applicants; others are reported to be preparing their proposals.

In 1971; the FCC will be confronted with difficult choices, - Which applicants

are to be chosen to launch a new domestic service? Which services are to

be provided? How much competition will be permitted to the service

rendered by existing common carriers? What rate of return will be per-

mitted?

Several weeks ago, Chairman Dean Burch of the Federal Communications

Commission made his first public statement on this subject, but stated that

he was unable to make any "startling revelations about domestic satellites, "

and that the "bulk of the system proposals and the decisions of the potential

applicants on important questions are still largely unknown."

Let me share with you my thoughts on some of the significant policy

decisions that these applications will raise:
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1. What services should domestic satellites provide?

Although satellites are capable of rendering all forms

of communications service, its best customers will be the

national broadcasting organizations and the CATV companies.

But there is no assurance that these potentially profitable sources

of business will be available. The networks may decide to con-

tinue to use their terrestrial facilities, particularly if the costs

are lowered; or they may decide to apply for permission to launch

their own satellites, or build their own private microwave system.

Last year, the broadcasting organizations had a study made

to evaluate these alternatives, and, according to trade press

reports, found that -

A satellite system of three satellites in stationary

orbit, each with a capacity to handle 12 television

programs in color, plus radio and other communica-

tions would cost from $145 to $160 million.

A microwave system of comparable nature would cost

between $160 to $215 million.

The total annual cost of either a microwave or a

satellite system would range from $50 to $55 million,

a reduction of as much as 25 to 35% from the existing

costs.
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The applications on file have recognized the importance

of securing the broadcast revenue. In its application, Western

Union proposed one full satellite for broadcasting use. Obviously

if this revenue is not forthcoming, its proposal will require exten-

sive modification.

Similarly, the satellite carrier will have to rely upon

securing revenue from large business and industrial users who

are currently using terrestrial facilities for digital communications

and data processing for general business purposes. At best, a new

entry in the common carrier field will find it difficult to compete

with the extensive terrestrial network of the AT&T system, or

the extensive experience which COMSAT has gained by virtue of

its international satellite operations. If it cannot "skim the cream"

by obtaining substantial revenue from large business and industrial

users, it may have to use red ink on its books for a considerable

period.

Some potential applicants are having second thoughts and

may not file, and one has announced a withdrawal of its proposal.

This applicant, Datran, has abandoned its plans to construct

a large-scale multi-purpose system. According to news reports,

a shift in plans was based on market surveys which "cast considerable

doubt on the economic viability of a domestic satellite system for

years to come.

A
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Chairman Burch uttered a word of cauti on on this subject

when he said "While it is expected that domestic satellite opera-

tions will ultimately be considered, we cannot, of course guarantee

the viability of any initial system or even of long-run operations.

I am hopeful, however, that farsighted entrepreneurs will be forth-

coming who will have the initiative, imagination and ability to bring

the potential benefits of domestic satellites to the American People

in the near future."

When this flush of enthusiasm disappears and the hard

reality of economic choices are faced. I believe that some of these

entrepreneurs will back away and leave the risk with the existing

common carriers. In my opinion, the entry into satellite common

carrier operations under the present conditions will be accompanied

by great risks, many economic unknowns, and will be at best

Ha marginal investment. "

And, I'd be inclined to predict that the broadcasting net-

works will decide to leave the risks of satellite launch and reliability

to others and enjoy the role of a much sought after customer. They

will find other more profitable uses for the large capital required

to enter the field, and be content with rate reductions that are the

usual result of competition. In my opinion, the field of applicants

will be reduced to the adventurous few.

Illve,A14votcs?
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2. Should there be more than one satellite system? 

In considering this question, engineering problems become

important. It is estimated there are approximately 16 "parking

spots" in outer space for satellites in the 4 and 6 ghz bands

currently assigned. These must be shared with our neighbors

in the Western Hemisphere. Canada has already reserved two

locations and may need more. Chairman Burch reognized this

problem and stated recently: "There simply are not enough

orbital locations to accommodate all potential applicants. At the

very least, it appears likely that there will be conflicting claims

to specific orbital locations to be resolved by the Commission."

Assuming that the technical problems can be resolved,

the FCC faces the far more difficult problem of determining how

much competition shall be permitted. There has been an impres-

sion that this problem has already..been resolved by the announcement

of a policy inviting applications. This is erroneous. The Commission

has emphasized that the filing of an application is no assurance that

the applicant will be authorized to provide the service. The FCC

has not yet decided for or against the multi-purpose system or on a

policy of "open entry." It has only concluded that it will make its

final decision after looking at concrete proposals.
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3. Where do we go from here?

Despite the dramatic and brilliant progress achieved

internationally through Intelsat, and the demonstrated competence

of Comsat, few steps forward have been taken to make satellite

services available for domestic use in the United States. By

startling contrast, we find during this same period that Canada

has made its policy decision, appropriated the funds, and awarded

contracts for satellites and earth stations. Its domestic system

will be in operation within the next two years.

But we in the United States are hesitant to take the critical

step forward. Task Forces have considered the many opportunities

and outlined scrne of the problems. Industry and other governmental

studies groups have contributed their views. Cornme rcial companies

have spent large sums to prepare specific proposals which have

been filed with the FCC. The time has come for action - not for

further deliberation. Let's get the birds in orbit!

There is no doubt that satellite communications represent

a major step forward in man's rapid march towards the goal of
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instantaneous communication. Of course there are problems that

have to be resolved, but they should not obscure the great promises

of this new technique. We will never know whether satellite com-

munications can bring about better, and cheaper, service until

we try it. And, as a matter of national policy it is vital that

industry have available to it the widest variety of communications

systems and maximum flexibility in a mix of cables, radio

frequencies and satellites. We cannot put all of our communications

eggs into any one system basket any more than the national trans-

portation policy can rely on busses and trains and ignore the air-

plane.

Even if the economic risks are great under existing con-

ditions, there are those who are prepared to proceed with satellite

service. I find no excuse for further delays.

I hope that you, the large users of communications services,

will make your views known to the appropriate governmental bodies

so that the pace will be quickened and time for final decision advanced.
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2000 L STREET, NORTHWEST

WASHINGTON, D.C. 20036

202 466-5567
JOHN W. GRAY, JR.

EXECUTIVE ASSISTANT AND ATTORNEY

• October 16, 1970

Dr. Edward E. David, Jr.

Director and Science Adviser to the President
Room 203
Executive Office Building
Washington, D. C.

Dear Dr. David:

I enclose a copy of a summary of our domestic satellite
proposal with some additional information on the filing. This is
being sent to you in accordance with Mr. R. R. Hough's request.

Enclosures

- Very truly yours,
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AT&T's Domestic Satellite Plans

Consistent with the national policy as expressed by the White House

and the FCC that any financially qualified entity•should be permitted to establish

and operate domestic satellite facilities for its own needs, AT&T plans to file

with the FCC during the week of October 19, 1970 an application for authoriza-

tion to establish satellite facilities as part of its domestic communications

network.

The AT&T Proposal

- A multipurpose domestic satellite system, integrated with the present

network, carrying a broad range of communications services.

- Two satellites, of a type similar to the Intelsat IV satellite but

modified to get twice as many channels in the assigned frequency

spectrum will be launched. These satellites will be leased under

contract from Comsat.

- Each would be capable of carrying 10, 800 two-way telephone

conversations or 24 one-way television channels or digital

data streams of .840 million' bits per second.

- One satellite would carry a variable mix of message

telephone, data or Picturephone traffic.

- The second satellite would be protection to the first
and would carry peak loads and occasional TV.

- The third satellite would be used as a spare and held
in readiness on the ground.

- There will be five earth stations at: New York; Los Angeles; Chicago;

Dallas; and Atlanta. Each station would serve its own region such as

the Northeast or Southwest.

- The estimated cost to AT&T is about $65 million gross investment

and about $47-rhillion annual charges.

- AT&T would own and operate the earth stations. Comsat would own

the satellites, lease them to AT&T, and provide monitoring, telemetry

and station keeping.

Why AT&T is Planning to File for a Domestic Satellite System at this Time.

- 'The system will increase the diversity and flexibility that is already

present in the domestic telephone network.
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- Satellite capacity can be shifted from point to point
to match changing patterns of communications traffic -
for example, as peak usage sweeps across the nation's
four time zones.

• Small and large groups of circuits can be shifted on
demand between the digital and analog modes of
transmission depending on customer's needs.

- Will enable AT&T to utilize and develop further this new technology
to the benefit of the public as a whole. There is long range potential
for economic and service benefits to customers. Active use of the
technology will encourage further development and scientific advances.

- This system is designed to grow in step with the total communication's
needs of the country.

- It will interconnect the Los Angeles - San Francisco and Houston -
Dallas Picturephone "communities" to the eastern and midwestern
Picturephone networks earlier than might be expected otherwise.

- Satellites will have experiments in the higher frequencies as mentioned
in the 7C:r".'c Furber Ninticec,f Inrurr.ter1. 9-2.4-70 which invites
alternative applications in the higher frequencies.

- AT&T is currently studying the matter of the possible
use of higher frequencies and could, if the advantages
outweigh the disadvantages, file either an amendment to
its original application or an alternative proposal.

Advantages of the AT&T Proposal

- It draws on the experience and resources of both AT&T and Comsat,
including Comsat 's existing tracking and station-keeping facilities.

- It does not preclude Corns at or any other organization from entering
into agreement-4 to provide satellite facilities and therefore comports
with the "open skies" policies as announced by the White House and
the FCC.

- AT&T's system will make the benefits of satellites available to the
largest number of communications users, large and small.

- The system can be operational within 30 months after FCC approval.

- AT&T will lease capacity in its system to other common carriers -
either whole transponders for use with their own earth stations or
less than one transponder bandwidth through AT&T's earth stations
and connecting facilities.



AT&T Domestic Satellite System

Fact Sheet

I. Satellites - 2 multi-purpose; synchronous (one working satellite and one
spare for backup) 24 transponders each (modified Intelsat IV).

Size - 9 feet in diameter; over 18 feet tall; 3000 pounds.

Frequency - 6 Gliz common carrier band up.
4 GHz common carrier band down.

Capacity - 10,800 two-way telephone channels or 24 one-way TV channels
or digital data streams of 840 million bits per second for each
of the two satellites. (Backup satellite will be used for
occasional TV service.)

Coverage - Broad-beam coverage of contiguous 48 states.
Spot beam for Alaska (up to 4 transponders).

Modes of
Transmission - Digital or analog. Capable of providing digital data

trprtqrnigsinn, pirturephone or analog services such
as voice between any pair of earth stations.
Includes 18 and 30 GHz experimental equipment for
future satellites.

II. Earth Stations

Locations

Antennas

- 5- in selected heavy., traffic generating regions.

Region 
New Yo-kk
Atlanta
Chicago
Dallas
Los Angeles

Location 
(Hawley, Pa.)
(Woodbury, Ga.)
(Hanover, Ill.)
(Mena, Ark.),
(DeLuz, Cal.)

- 100 foot diameter; two at each earth station. (One will
work with each satellite for quick switchover to spare
or use of spare for occasional services.)

III. Terrestrial Links 

Facility Type - Microwave from earth stations to backbone terrestrial
facilities.

Protection - Dual routes from each earth station each with frequency
diversity.



. 
-2

IV. Cost

-

AT&T Investment - Earth Stations $30 M
- Terrestrial Microwave $29 M
- Other $ 6M

Total $65 M

Comsat Investment - Satellites & Associated
Items $114 M

Annual Costs - Earth Stations $9.0 M
- Terrestrial Facilities 8.7 M
- Space (Comsat Lease) 29.5 M

Total $47.2 M



Public Broadcasting 

I. AT&T Domestic Satellite System - AT&T's Application States:

"AT&T does not propose to use its satellite system initially formonthly or multipoint program distribution services. AT&T is designingand implementing a permanent terrestrial network -- to be provided atspecial reduced rates -- to meet the regular needs of CPB. To theextent that CPB also requires occasional service, it could be providedby satellite on terms and conditions comparable to those under which itwould be provided terrestrially."

II. Status of AT&T-.CPB Negotiations

AT&T Proposal - At a meeting in FCC offices on May 28, 1970
AT&T offered to provide the 110 point network -requested by CPB on the basis of bare incrementalcosts which would result in annual charges of only$5.6 million (about 1/3 of the charges which wouldapply under tariff rates).

FCC Position - On August 13, 1970 Chairman Burch wrote AT&Tstating FCC's basic agreement with the approachci,gter ctc,r1 1-Ny- A 9' 51,T

CPB Reaction - To date CPB has neither accepted nor rejected theAT&T offer, nor has it made any counter suggestions.
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY

2000 L STREET, NORTHWEST

WASHINGTON, D.C. 20036

202 466-5567

October 16, 1970

JOHN W. GRAY, JR.

EXECUTIVE ASSISTANT Ano ATTORNEY

Dr. Edward E. David, Jr.

Director and Science Adviser to the President

Room 203
Executive Office Building

Washington, D. C.

Dear Dr. David:

I enclose a copy of a summary of our domestic satellite
proposal with some additional information on the filing. This is
being sent to you in accordance with Mr. R. R. Hough's request.

Enclosures

- Very truly yours,

Aminimmu.

/rIle/1)"1



AT&T's Domestic Satellite Plans

Consistent with the national policy as expressed by the White House

and the FCC that any financially qualified entity-should be permitted to establish

and operate domestic satellite facilities for its own needs, AT&T plans to file

with the FCC during the week of October 19, 1970 an application for authoriza-

tion to establish satellite facilities as part of its domestic communications

network.

The AT&T Proposal

- A multipurpose domestic satellite system, integrated with the present

network, carrying a broad range of communications services.

• Two satellites, of a type similar to the Intelsat IV satellite but

modified to get twice as many channels in the assigned frequency

spectrum will be launched. These satellites will be leased under

contract from Comsat.

- Each would be capable of carrying 10, 800 two-way telephone

conversations or 24 one-way television channels or digital

data streams of 840 million bits per second.

- One satellite would carry a variable mix of message

telephone, data ot Picturephone traffic.

- The second satellite would be protection to the first

and would carry peak loads and occasional TV.

- The third satellite would be used as a spare and held .

in readiness on the ground.

- There will be five earth stations at: New York; Los Angeles; Chicago;

Dallas; and Atlanta. Each station would serve its own region such as

the Northeast or Southwest.

- The estimated cost to AT&T is about $65 million gross investment

and about $47 Million annual charges.

- AT&T would own and operate the earth stations. Comsat would own

the satellites, lease them to AT&T, and provide monitoring, telemetry

and station keeping.

Why AT&T is Planning to File for a Domestic Satellite System at this Time.

- The system will increase the diversity and flexibility that is already

present in the domestic telephone network.
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- Satellite capacity can be shifted from point to point
to match changing patterns of communications traffic -
for example, as peak usage sweeps across the nation's
four time zones.

Small and large groups of circuits can be shifted on
demand between the digital and analog modes of
transmission depending on customer's needs.

- Will enable AT&T to utilize and develop further this new technology
to the benefit of the public as a whole. There is long range potential
for economic and service benefits to customers. Active use of the
technology will encourage further development and scientific advances.

- This system is designed to grow in step with the total communications
needs of the country.

- It will interconnect the Los Angeles - San Francisco and Houston -
Dallas Picturephone "communities" to the eastern and midwestern
Picturephone networks earlier than might be expected otherwise.

- Satellites will have experiments in the higher frequencies as mentioned
in the rC.C:'F: Further Nntire nf TnevAiry rinted 9-24-7n whirh invite.s

alternative applications in the higher frequencies.

- AT&T is currently studying the matter of the possible
use of higher frequencies and could, if the advantages
outweigh the disadvantages, file either an amendment to
its original application or an alternative proposal.

Advantages of the AT&T Proposal 

- It draws on the experience and resources of both AT&T and Comsat,
including Comsat 'S existing tracking and station-keeping facilities. •

- It does not preclude Comsat or any other organization from entering
into agreemenfg to provide satellite facilities and therefore. comports
with the "open skies" policies as announced by the White House and
the FCC.

- AT&T's system will make the benefits of satellites available to the
largest number of communications users, large and small.

- The system can be operational within 30 months after FCC approval.

- AT&T will lease capacity in its system to other common carriers -
either whole transponders for use with their own earth stations or
less than one transponder bandwidth through AT&T's earth stations
and connecting facilities.



AT&T Domestic Satellite System

Fact Sheet

I. Satellites - 2 multi-purpose; synchronous (one working satellite and one
spare for backup) 24 transponders each (modified Intelsat IV).

Size - 9 feet in diameter; over 18 feet tall; 3000 pounds.

Frequency - 6 GHz common carrier band up.
4 GHz common carrier band down.

Capacity - 10,800 two-way telephone channels or 24 one-way TV channels
or digital data streams of 840 million bits per second fo,r each
of the two satellites. (Backup satellite will be used for
occasional TV service.)

• Coverage - Broad-beam coverage of contiguous 48 states.
Spot beam for Alaska (up to 4 transponders).

Modes of
Transmission - Digital or analog. Capable of providing digital data

pir.threphone or analog services such
as voice between any pair of earth stations.
Includes 18 and 30 GHz experimental equipment for
future satellites.

•
II. Earth Stations - 5 in selected heavy. traffic generating regions.

Locations Region Location
New YOkk (Hawley, Pa.)
Atlanta (Woodbury, Ga.)
Chicago (Hanover, Ill.)
Dallas (Mena, Ark.)
Los Angeles (DeLuz, Cal.)

Antennas = 100 foot diameter; two at each earth station. (One will
work with each satellite for quick switchover to spare
or use of spare for occasional services.)

III. Terrestrial Links

Facility Type - Microwave from earth stations to backbone terrestrial
facilities.

Protection - Dual routes from each earth station ,each with frequency
diversity.



Cost 

AT&T Investment - Earth Stations
- Terrestrial Microwave
- Other

Total

$30 M
$29 M
$ 6 M

$65 M

Comsat Investment - Satellites & Associated
Items $114M

Annual Costs - Earth Stations $9.0 M
- Terrestrial Facilities 8.7 M
- Space (Comsat Lease) 29.5 M

Total $47.2 M



Public Broadcasting 

I. AT&T Domestic Satellite System - AT&T's Application States:

"AT&T does not propose to use its satellite system initially formonthly or multipoint program distribution services. AT&T is designingand implementing a permanent terrestrial network -- to be provided atspecial reduced rates -- to meet the regular needs of CPB. To theextent that-CPB also requires occasional service, it could be providedby satellite on terms and conditions comparable to those under which itwould be provided terrestrially."

II. Status of AT&T-CPB Negotiations

AT&T Proposal - At a meeting in FCC offices on May 28, 1970
AT&T offered to provide the 110 point network -
requested by CPB on the basis of bare incremental
costs which would result in annual charges of only
$5.6 million (about 1/3 of the charges which would
apply under tariff rates).

FCC Position

CPB Reaction

- On August 13, 1970-Chairman Burch wrote AT&T
stating FCC's basic agreement with the approach

by

- To date CPB has neither accepted nor rejected the
AT&T offer, nor has it made any counter suggestions.
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Wednesday 1/21/70

11:05 Called Dr. Drew's secretary and asked her to
send us a copy of the Technical Cmte. report
of the Domestic Satellite Working Group.

Also asked if she could send out a notice to all

who received copies of the report advising that
the copy should be marked "For Official Use Only"
and change the first page of the Summary to show
Walter Hin.chman as "Commerce" instead of the
"White House".
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January 21, 1970

To: Ken Cole

From: Tom Whitehead

The attached memo is on its
way through Mr. Flanigan to
Mr. Ehrlichman and we would
like very much to release it
on Friday in view of our
conversations with people on
the Hill and in industry.

Attachment

Memo from Flanigan to Ehrlichman
attaching draft memo to Dean Burch,
Chairman of the FCC re domestic
satellite communications.



January 21, 1970

MEMORANDUM FOR MR. EHRLICHMAN

The issue of Federal policy on the use of communications
satellites for domestic communications has been unresolved since
1965. The Federal Communications Commission has been unable
to deal with this problem primarily because of the coplexity of
competing economic interests, which can in part be traced to the
Commission's own past regulatory policies.

In June 1969, the staff of the FCC prepared a tentative policy
decision that would have created more problems than it solved.
We notified the Commission that the Administration intended to
conduct a review of the problem and present its recommendations
shortly thereafter. Our reason for doing so was primarily that
the introduction of satellite technology into the U. S. domestic
communications Industry offers a convenient lever to move
regulatory policy out of a deepening rut of unnecessary regulation
and compromise.

Attached is a copy of a memorandum to be sent to Dean Burch over
my signature. It recommends in essence an open-entry policy with
rate competition limited primarily by terrestrial alternatives. We
expect no stro-.,,-; opposition on the Hill to this approach, which does
not require legislation. We further expect that a majority of the
Commissioners will approve of this policy in substance. The two
major communications companies affected are AT&T and COMSAT.
Each will find some things to be happy and some things to be
unhappy about; however, I do not expect either to offer serious
opposition.

Recommendation 

That you approve the transmission of this memorandum to the FCC
and that a press release identifying the President with the free
enterprise objectives of the position be issued along with the public
release of the memorandum itself.

Peter Flanigan
Attachment Assistant to the President



cc: Mr. Ken Cole
Mr. Flanigan
Mr. Kriegstnan
Mr. Whitehead
Central Files

CTWhitehtAd:ed



6:10 Call Ken Cole's office and tell him we are now ready to
release the domestic satellite thing with the exception

of running it by Ehrlichman. Tom will send a memo
tomorrow to him for that purpose.

Tom would like to talk with Mr. Cole about the timing
of the release -- he would prefer to release it late this
week -- and also wants to talk about the form of release,
which he thinks should be a press release identifying
the President with the substance of the memo from Flanigan

to Burch.



DRAFT PRESS RELEASE
1/21 /70

The President today announced the Administration's

recommendations on the utilization of communications satellites

for domestic telecommunications services. The proposals for

regulatory policies, which do not require new legislation, were

set forth in a memorandum to the Federal Communications

Commission. Satellites are currently used only in international

communications through the INTELSAT consortium, for which the

Comsat Corporation is the United States representative. No satellite

systems for domestic service have been approved by the FCC.

The Administration's proposals recognize that a flexible

regulatory policy is required to stimulate vigorous and innovative

exploration and development of satellite service possibilities. It

was concluded that Government policy should encourage and facilitate

the development of commercial domestic satellite communications

systems- to the extent that private enterprise finds them economically

and operationally feasible, but that there is no reason to call for the

immediate establishment of a domestic satellite system as a matter

of public policy nor to promote uneconomic systems or dictate ownership

arrangements.



01111

-2-

Since no natural monopoly conditions appear to exist in the

provision of specialized communications via satellite -- such as

network television distribution and high-speed data transfer -- the

Administration recommended relatively open entry and rate

competition for such services subject to certain conditions. While

the provision of standard telephone services by satellite may or

may not be economic at this time, established procedures were

recommended to be applied by the FCC for common carriers wishing

to establish a satellite system for such use.

The proposed policy -- recommended for an interim period

of 3 to 5 years -- is designed to allow competition to act within

well-defined limits necessary to preclude anti-competitive practices

and to assure that the competition works toward the public interest.

It was concluded that the innovative potential is so great that no

highly detailed regulatory process could be flexible enough to realize

the potential benefits to the public and the economy that satellites

might offer. It was also concluded that, under appropriate standards

that could be established by the FCC, the likely use of orbital and

radio spectrum resources would be far short of availa1-9e resources

so that systems need not be excluded arbitrarily on conservation

grounds. A great deal of flexibility was designed into the policy

proposals to accommodate likely technological and economic change

and to permit selected policy changes as the need arises.



Friday 1/16/70

6:05 Stephen Loftus (CEP) called to say that
David Solomon in Mr. Froehlke's office
will have some suggested additions to the memo
to FCC some time Monday morning — reflecting
DOD's views. Loftus will have some language
ready for you before noon on Monday covering
the National security angle.

3912



Wednesday I/14/70

1:30 Carl Schwartz, Congressman Pollock's Office, called. He wanted

to get a copy of the "recently released domestic satellite report. "

I told him that the report had not gone out yet, but that we would

call him when it does go out.

225-5765



THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR

January 23, 1970

Honorable Dean Burch
Chairman
Federal Communications Commission

Federal policy on domestic satellite communications has been
long delayed. The Administration is concerned that the delay
not be prolonged and that the policies adopted reflect all important
dimensions of the public interest, including the international
aspects of geostationary orbital and radio resources. Based on
our review of relevant technical, economic, and public interest
considerations, the Administration offers the following comments
•and recommendations to the Commission.

Public Policy Objectives

In telecommunications, the government's responsibility to safe-
guard and promote the public interest involves primarily the
encouragement of reliable communications services for public,
business, and government use at reasonable rates and the
assurance of a healthy environment for continuing innovations in
services and technology. This general goal must, of course, be
made more specific for particular policy issues. In our review
of the domestic satellite issue, we have concentrated on the
following objectives:

assuring full and timely benefit to the public of the
economic and service potential of satellite
technology.

insuring maximum learning about the possibilities
for satellite services.

minimizing unnecessary regulatory and administrative
impediments to technological and market: development by.
the private sector.
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encouraging more vigorous innovation and

flexibility within the communications industry to

meet a constantly changing spectrum of public

and private communications requirements at

reasonable rates.

discouraging anticompetitive practices -- such as

discriminatory pricing or interconnection practices

and .cross-subsidization between public monopoly

and private service offerings -- that inhibit the growth

of a healthy structure in communications and related

industries.

-- assuring that national security and emergency

preparedness needs are met.

The Technical Framework 

The-establishment and operation of domestic satellite communica-

tions facilities is technically feasible within the present state of

the art, and readily foreseeable technological adVances will further

enhance this capability. Technical considerations place no serious

constraints on policies governing the ownership or mode of operation

(specialized or multi-purpose) of domestic satellite communications

facilities. These technical considerations, though of great importance

in the detailed engineering, operations, and economics of specific

systems, can be dealt with effectively under any reasonably foreseeable

ownership arrangements.

The issue of radio resource scarcity for satellite communications

has been overstated to a significant degree. While the communica-

tions capacity of this resource is finite, the ability to accommodate

additional radio services is greatly expandable through administrative,

technological, and operational innovation. Both earth station and

satellite design standards can be varied to assure adequate orbital

capacity for both immediate requirements and likely near-term
growth. Long-term growth can be accommodated through further

refinement or additional frequency allocations, whichever is most

economic.
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Since some of the orbital locations and associated spectrum
usage of interest for United States domestic satellites might also
be potentially useful to other western hemisphere nations, a

question of United States monopolization could conceivably arise.

However, even 10 to 12 United States domestic satellites (a high

estimate of likely early system development) would represent

only a small fraction of the number which could be accommodated

for western hemisphere use with the current state of the art.
Therefore, orbital capacity is not expected to be a problem at

this time. As demand for satellite communication expands, it

may become necessary to evolve additional international coordinating

mechanisms; but this would likely involve the establishment of

appropriate technical standards rather than the rationing of orbital

positions. This is expected to be a subject for discussion at the

1971 World Administrative Radio Conference.

The Economic Framework 

The most immediate potential for, domestic satellite communica-
tions seems to lie in long distance specialized transmission services --
such as one-way distribution of radio and television programs or
two-way exchange of high-speed data or other wideband signals among
thinly dispersed users. Common carriers have informed us that
satellites do not appear economic at present for the routine trans-
mission of public message traffic.

For the foreseeable future, satellite communications systems will
require large initial investments, careful technical and economic
planning, and complex technical management capabilities. The

•'extensive, reliable, and low-cost terrestrial communications
network already established in the United States makes domestic
satellite systems competitive only where their unique capabilities
offer significant advantages over terrestrial transmission. We,
therefore, expect the initial number of potential offerers of
domestic satellite services to be small.

In the absence of clear economies of scale and overriding public
interest considerations to the contrary, the American economy has
relied on competitive private enterprise rather than regulated
monopoly to assure technical and market innovation, long-run
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optimum use of resources, and industry flexibility. These are
all conditions this Nation has found to encourage higher-quality,
lower-cost services responsive to consumer demand.

At this stage of domestic satellite planning, it is not possible to
identify major economies of scale. Rather, it appears that a
diversity of multiple satellite systems as well as multiple earth
stations will be required to provide a full range of domestic
services.

Further, we find no public interest grounds for establishing a
monopoly in domestic satellite communications. The general
public is not a direct user of such services. The provision of
specialized transmission services and the carriage of bulk message
traffic are quite different in character from the provision of
switched public message (telephone) service upon which much of
our monopoly theory of telecommunications regulation is based.
There is no reason to expect that competition here would do other
than to encourage new or lower-cost services, the benefits of
which would indirectly accrue to the public. Competition in the
offering of satellite services appears to hold forth greater benefit
to the economy and the public than would a single chosen instrument.

Detailed regulation of service rates and commercial rates of
return arc similarly predicated on natural monopoly conditions
that should not exist with domestic satellite communications in the
immediate future. Not only is competitive entry possible, but
terrestrial communications pricing would act as an upper limit
on prices chargeable for most satellite services. In these
circumstances, competitive pressure, rather than regulatory
constraints, should be permitted to limit rates for specialized
services via domestic satellites.

The historical development of telecommunications policy, regulation,
and industry structure has resulted in a blurred distinction between
public and private interests. A confusing patchwork of cross-
subsidization between public message and specialized service
offerings has become the norm rather than the exception. Therefore,
it is possible that satellite services could, through cost-reducing
innovation and competition, cause some existing services now
surviving on a cross-subsidized basis to become uneconomic. Even

if the benefits of such cross-subsidization accrue to the public users
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rather than to private service offerings, however, there seems
to be no merit in protecting suppliers of such services from fair
competition. The primary impact of such competition should be
the provision of those services through lower-cost alternatives.
Should such competition result in curtailment of some public
services that are necessary as a matter of public policy, however,
a direct public subsidy would in most cases be less costly to the
public than forced cross-subsidization and restraint of competition.

Recommendation 

Government policy should encourage and facilitate the development
of commercial domestic satellite communications systems to the
extent that private 'enterprise finds them economically and
operationally feasible. We find no reason to call for the immediate
establishment of a domestic satellite system as a matter of public
policy. Government should not seek to promote uneconomic systems
or to dictate ownership arrangements; nor should coordinated
planning or operation of such facilities be required except as
essential to avoid harmful radio interference. -

Subject to appropriate conditions to preclude harmful interference
and anticompetitive practices, any financially qualified public or
private entity, including Government corporations, should be per-
mitted to establish and operate domestic satellite facilities for its
own needs; join with related entities in common-user, cooperative
facilities; establish facilities for lease to prospective users; or
establish facilities to be used in providing specialized carrier
services on a competitive basis. Within the constraints outlined
below, common-carriers should be free to establish facilities for
either switched public message or specialized services, or both.

The number or classes of potential offerers of satellite services
should not be limited arbitrarily. Nor should there be any a priori
ranking of potential types of systems (common-carrier vs.
specialized carrier vs. private; or satellite vs. terrestrial). Only
in the event that specific applications pose immediate and irrecon-
cilable conflict in the use of radio and orbital resources would an
a priori public interest exclusion of proposals be warranted. In
particular, the potential economic impact of private or common-
user satellite systems on terrestrial common carriers or specialized
carriers should not be a factor in the authorization of such systems.
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All prospective entrants should be afforded equal opportunity to
establish and operate domestic satellite communications facilities
by adoption of the following guidelines:

(1) Facilities to be established by independent entities
for their own private use should be required to demonstrate only
the financial and technical qualifications to implement their
system proposals. There is no valid public interest requirement
in such cases to require a showing of economic viability or
optimization, nor should the potential economic impact of such
operations on common or specialized carriers be a factor in the
authorization of such facilities.

(2) Facilities to be established as part of a common-user
cooperative system should be authorized in accord with the same
principles as for fully independent facilities. However, to avoid
restraints on competition, the opportunity should be made avail-
able for all potential users of similar services to participate
without discrimination in such cooperatives as. a condition of their
authorization.

(3) Facilities to be used by specialized carriers (i. e.,
carriers having no monopoly over switched public message services)
should be authorized under essentially the same terms and conditions
as private or common-user facilities. Furthermore, such
specialized carriers should not be constrained to serve as a
"carrier's carrier" nor to share ownership of space or earth
station facilities with other carriers. We also urge the Commission
to allow competition to limit the rates charged for specialized
services via satellite. Specialized carriers should, however, be
required to serve similar users at equal rates and on a non-
discriminatory basis.

(4) Facilities to be used by common carriers solely for the
transmission of switched public message services should be
authorized under the same terms and conditions that apply for
terrestrial radio facilities. However, facilities to be used by such
carriers in the transmission of specialized message services should
be authorized only after a determination by the Commission on each

•
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application, based on public evidentiary hearings, that no cross
-

subsidization between monopoly public message and specializ
ed

services would take place in the development, manufacture,

installation, or operation of such facilities. This should not be

interpreted, however, to preclude the legitimate economi
es of

joint-use facilities.

(5) The use of leased facilities (satellite and/or earth

stations) should be authorized under the same terms and condi
tions

as owned facilities, with the responsibility for adherence to 
these

conditions resting with the lessee. Rate-regulated carriers 
should

be permitted to include a portion of the lease costs of such

facilities in their rate base.

(6) Local communications common carriers should be

required to provide leased interconnection services for user 
access

to earth stations at reasonable rates and without discrimination.

(7) Potential harmful interference between satellite systems

and terrestrial installations should be resolved by the Commission

according to established procedures. Satellite operating entities

should have equal status with terrestrial users in interference

problems and in access to the radio spectrum. To accommodate

new systerns or services, the Commission should affirm its

authority to modify or rescind, where appropriate, the operating

rights of established spectrum users (satellite or terrestrial)

where this would not significantly impair the quality of service or

impose undue economic burdens; we believe the Commission should

require compensation of the established users to be paid by the

new entrant in such situations.

(8) The Commission may wish to establish a minimum

acceptable earth station diameter, such as 30 feet, in order to

accommodate an adequate number of initial United States domestic

satellites in the 4 and 6 GHz spectrum allocations without excessive

use of orbital resources. Although it is very unlikely that the
number of satellites proposed during the initial filing period will

approach the limit such a standard would impose, the standard

should in that event be raised. Conversely, if applications were

well below this number, and a reasonable case were made on

economic and operational grounds, the standard could be relaxed
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in specific cases. To the extent possible within the state of the
art, the satellite antenna radiation pattern should encompass only

the specific land areas to be served.

In a time of rapid technological, economic, and social change, we
would be ill-advised to adopt a definitive policy without the flexibility
for future review or to adopt an overly restrictive policy simply

because of our inability to predict future developments. We there-
fore recommend that the above policies be adopted on an interim

basis, such as three to five years, to permit vigorous explorz_don

and development of satellite service possibilities. During this
period, the Commission should monitor the industry structure,
service offerings, and rates to determine if natural monopoly or
other conditions are developing that suggest more restrictive entry

conditions or warrant direct rate regulation for specialized satellite
services. At the end of the interim period, a full review of the
policy and industry structure should be made.

It is most important that the establishment and operation of domestic
satellite communications facilities be consistent with our obligations
and commitments to INTELSAT and the International Telecommunica-
tions Union, with other foreign policy considerations, and with
national security communications requirements. With respect to
INTELSAT, it is particularly important that domestic systems not
threaten the operational integrity or economic viability of the global
services provided through that system. It is also important that
provision be made for use of domestic satellite services by national
security and emergency preparedness agencies when appropriate.
We are satisfied that domestic satellite communications facilities
.authorized in accordance with the preceding recommendations will
meet all these conditions. We further see no reason why the
Communications Satellite Corporation, established by Congress as
the chosen instrument for United States participation in INTELSAT,
should not be permitted to compete for domestic satellite service
on an equal basis under the above guidelines.

Pet
6fl(ip?

ssistant to the President



TH E WH ITE HOUSE

WASH N GTO N

January 23, 1970

Attached is a copy of the memorandum to the
Chairman of the Federal Communications
Commis s i on , containing the A dmini s tration t s
recommendations to the FCC for the use of
communications satellites for domestic
telecommunications services. Also attached
is a copy of the White House press release.

Clay T. Whitehead
Staff Assistant
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FOR IMMEDIATE RELEASE JANUARY 23, 1970

Office of tile '‘':.1.Lite House Press Secretary

THE WHITE HOUSE 

The President today announced the Administration's recommendations on the

utilization of communications satellites for domestic telecommunications

services. The proposals for regulatory policies, which do not require new

legislation, were set forth in a memorandum to the Federal Communications

Commission. Satellites are currently used in international communications

through the INTELSAT consortium, for which the Comsat Corporation is the

United States representative. No satellite systems for domestic service have

been approved by the FCC.

The Administration's proposals recognize that a flexible regulatory policy is

required to stimulate vigorous and innovative exploration and development of

satellite service possibilities. It was concluded that Government policy should

encourage and facilitate the development of commercial domestic satellite

communications systems to the extent that private enterprise finds them

economically and operationally feasible, but that there is no reason to call for

the immediate establishment of a domestic satellite system as a matter of

public policy nor to promote uneconomic systems or dictate ownership arrange

ments. However, the memorandum does express concern that the delay in

adopting appropriate policies should not be prolonged.

Since no natural monopoly conditions appear to exist in the provision of

specialized communications via satellite -- such as network television distribution

and high-speed data transfer -- the AdminiEtration recommended relatively

open entry and rate competition for such services subject to certain conditions.

While the provision of standard telephone services by satellite may or may not be

economic at this time, established procedures were recommended to be applied

by the FCC for common carriers wishing to establish a satellite system for

such use.

The proposed policy -- recommended for an interim period of 3 to 5 years -- is
designed to allow competition to act within well-defined limits necessary to

preclude anti-competitive practices and to assure that the competition works
toward the public interest. It was concluded that the innovative potential is so

great that no highly detailed regulatory process could be flexible enough to

realize the potential benefits to the public and the economy that satellites

might offer. It was also concluded that, under appropriate standards that

could be established by the FCC, the likely use of orbital and radio spectrum

resources would be far short of available resources so that systems need not be

excluded arbitrarily on conservation grounds. A great deal of flexibility was

designed into the policy proposals to accommodate likely technological and

economic change and to permit selected policy changes as the need arises.

## #
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FOR IMMEDIATE RELEASE JANUARY 2.3, 1970

Office of the White House Press Secretary

THE WHITE HOUSE

MEMORANDUM FOR THE HONORABLE
DEAN BURCH, CHAIRMAN OF THE
FEDERAL COMMUNICATIONS COMMISSION

Federal policy on domestic satellite communications has been long delayed.
The Administration is concerned that the delay not be prolonged and that the
policies adopted reflect all important dimensions of the public interest,
including the international aspects of geostationary orbital and radio resources.
Based on our review of relevant technical, economic, and public interest
considerations, the Administration offers the following comments and
recommendations to the Commission.

Public Policy Objectives 

In telecommunications, the government's responsibility to safeguard and
promote the public interest involves primarily the encouragement of reliable
communications services for public, business, and government use at reasonable
rates and the assurance of a healthy environment for continuing innovations in
services and technology. This general goal must, of course, be made more
specific for particular policy issues. In our review of the domestic satellite
issue, we have concentrated on the following objectives:

assuring full and timely benefit to the public of the economic
and service potential of satellite technology.

insuring maximum learning about the possibilities for satellite
services.

minimizing unnecessary regulatory and administrative
impediments to technological and market development by
the private secter.

encouraging more vigorous innovation and flexibility within
the communications industry to meet a constantly changing
spectrum of public and private communications requirements
at reasonable rates.

discouraging anticompetitive practices -- such as discrimin-
atory pricing or interconnection practices and cross-subsidization
between public monopoly and private service offerings -- that
inhibit the growth of a healthy structure in communications and
related industries.

assuring that national security and emergency preparedness
needs are met.

The Technical Framework

The establishment and operation of domestic ellite communications facilities
is technically feasible within the present state of the art, and readily foreseeable
technological advances will further enhance this capability. Technical consider-
ations place no serious constraints on policies governing the ownership or mode
of operation (specialized or multi-purpose) of domestic satellite communications
facilities. These technical considerations, though of great importance in the
detailed engineering, operatiens, and economics of specific systems, can be
dealt with effectively under any reasonably foreseeable ownership arrangements.

MORE



The issue of radio resource scarcity for satellite communications has been
overstated to a significant degree. While the communications capacity of
this resource is finite, the ability to accommodate additional radio services
is greatly expandable through administrative, technological, and operational
innovation. Both earth station and satellite design standards can be varied to
assure adequate orbital capacity for both immediate requirements and likely
near-term growth. Long-term growth can be accommodated through further

refinement or additional frequency allocations, whichever is most economic.

Since some of the orbital locations and associated spectrum usage of interest
for United States domestic satellites might also be potentially useful to other
western hemisphere nations, a question of United States monopolization could
conceivably arise. However, even 10 to 12 United States domestic satellites
(a high estimate of likely early system development) would represent only a
small fraction of the number which could be accommodated for western
hemisphere use with the current state of the art. Therefore, orbital capacity
is not expected to be a problem at this time. As demand for satellite
communication expands, it may become necessary to evolve additional inter-
national coordinating mechanisms; but this would likely involve the establish-
ment of appropriate technical standards rather than the rationing of orbital

positions. This is expected to be a subject for discussion at the 1971 World

Administrative Radio Conference.

The Economic Framework 

The most immediate potential for domestic satellite communications seems to
lie in long distance specizlized transmission services -- such as one-way
distribution of radio and television programs or two-way exchange of high-
speed data or other wideband signals among thinly dispersed users. Common

carriers have informed us that satellites do not appear economic at present
for the routine transmission of public message traffic.

For the foreseeable future, satellite communications systems will require
large initial investments, careful technical and economic planning, and complex

technical management capabilities. The extensive, reliable, and low-cost
terrestrial communications network already established in the United States
makes domestic satellite systems competitive only where their unique capabilities

offer significant advantages over terrestrial transmission. We therefore,
expect the initial number of potential offerers of domestic satellite services
to be small.

In the absence of clear economies of scale and overriding public interest
considerations to the contrary, the American economy has relied on competi-
tive private enterprise rather than regulated monopoly to assure technical

and market innovation, long-run optimum use of resources, and industry
flexibility. These are all conditions this Nation has found to encourage higher-

quality, lower-cost services responsive to consumer demand.

At this stage of domestic satellite planning, it is not possible to identify rriajor

economies of scale. Rather, it appears that a diversity of multiple satellite

systems as well as multiple earth stations will be required to provide a full

range of domestic services.

Further, we find no public interest grounds for establishing a monopoly in
domestic satellite communications. The general public is not a direct user of

such services. The provision of specialized transmission services and the
carriage of bulk message traffic are quite different in character from the
provision of switched public message (telephone) service upon which much of

our monopoly theory of telecommunications regulation is based. There is no

reason to expect that competition here would do other than to encourage new or
lower-cost services, the benefits of which would indirectly accrue to the public.
Competition in the offering of satellite services appears to hold forth greater

benefit to the economy and the public than would a single chosen instrument.

MORE



-3-

Detailed regulation of service rates and commercial rates of return are
similarly predicated on natural monopoly conditions that should not exist with
domestic satellite communications in the immediate future. Not only is
competitive entry possible, but terrestrial communications pricing would act
as an upper limit on prices chargeable for most satellite services. In these
circumstances, competitive pressure, rather than regulatory constraints,
should be permitted to limit rates for specialized services via domestic
satellites.

The historical development of telecommunications policy, regulation, and
industry structure has resulted in a blurred distinction between public and
private interests. A confusing patchwork of cross-subsidization between public
message and specialized service offerings has become the norm rather than
the exception. Therefore, it is possible that satellite services could, through
cost-reducing innovation and competition, cause some existing services now
surviving on a cross-subsidized basis to become unecomornic.. Even if the
benefits of such cross-subsidization accrue to the public users rather than to
private service offerings, however, there seems to be no merit in protecting
suppliers of such services from fair competition. The primary in-.1 --.;act of
such competition should be the provision of those services through lower-cost
alternatives. Should such competition result in curtailment of some public
services that are necessary as a matter of public policy, however, a direct
public subsidy would in most cases be less costly to the public than forced
cross-subsidization and restraint of competition.

Recommendation

Government policy should encourage and facilitate the development of commer-
cial domestic satellite communications system.to the extent that private enter-
prise finds them economically and operationally feasible. We find no reason
to call for the immediate establishment of a domestic satellite system as a
matter of public policy. Government should not seek to promote uneconomic
systems or to dictate ownership arrangements; nor should coordinated planning
or operation of such facilities be required except as essential to avoid harmful
radio interference.

Subject to appropriate conditions to preclude harmful interference and anti.-
competitive practices, any financially qualified public or private entity,
including Government corporations, should be permitted to establish and
operate domestic satellite facilities for its own needs; join with related
entities in common-user, cooperative facilities; establish facilities for lease
to prospective users; or establish facilities to be used in providing specialized
carrier services on a competitive basis. Within the constraints outlined
below, common-carriers should be free to establish facilities for either
switched public message or specialized services, or both.

The number or classes of potential offerers of satellite services should not
be limited arbitrarily. Nor should there be any a priori ranking of potential
types of systems (common-carrier vs. specialized carrier vs. private; or
satellite vs. terrestrial). Only in the event that specific applications pose
immediate and irreconcilable conflict in the use of radio and orbital resources
would a priori public interest exclusion of proposals be warranted. In
particular, the potential economic impact of private or common-user satellite
systems on terrestrial common carriers or specialized carriers should not be
a factor in the authorization of such systems.

All prospective entrants should be afforded equal opportunity to establish and
operate domestic satellite communications facilities by adoption of the
following guidelines:

MORE
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(1) Facilities to be established by independent entities for their
own private use should be required to de..-..onstrate only the financial and
technical qualifications to implement their system proposals. There is no
valid public interest requirement in such cases to require a sh'_--7iing of
economic viability or optimization, nor should the potential economic impact
of such operations on common or specialized carriers be a factor in the
authorization of such facilities.

(2) Facilities to be established as part of a common-user cooperative
system should be authorized in accord with the same principles as for fully
independent facilities. However, to avoid restraints on competition, the
opportunity should be made available for all potential users of similar services
to participate without discrimination in such cooperatives as a condition of
their authorization.

(3) Facilities to be used by specialized carriers (i. e. , carriers having
no monopoly over switched public message services) should be authorized
under essentially the same terms and conditions as private or common-user
facilities. Furthermore, such specialized carriers should not be constrained
to serve as a "carrier's carrier" nor to share ownership of space or earth
station facilities with other carriers. We also urge the Commission to allow
competition to limit the rates charged for specialized services via satellite.
Specialized carriers should, however, be required to serve similar users
at equal rates and on a non-discriminatory basis.

(4) Facilities to be used by common carriers solely for the transmission
of switched public message services should be authorized under the same
terms and conditions that apply for terrestrial radio facilities. However,
facilities to be used by such carriers in the transmission of specialized message
services should be authorized only after a determination by the Commission on
each application, based on public evidentiary hearings, that no cross-subsidi-
zation between monopoly public message and specialized services would take
place in the development, manufacture, installation, or operation of such
facilities. This should not be interpreted, however, to preclude the legitimate
economies of joint-use. facilities.

(5) The use of leased facilities (satellite and/or earth stations) should be
authorized under the same terms and conditions as owned facilities, with the
responsibility for adherence to these conditions resting with the lessee. Rate-
regulated carriers should be permitted to include a portion of the lease costs of
such facilities in their rate base.

(6) Local communications common carriers should be required to
provide leased interconnection services for user access to earth stations at
reasonable rates and without discrimination.

(7) Potential harmful interference between satellite systems and terres-
trial installations should be resolved by the Commission according to
established procedures. Satellite operating entities should have equal status
with terrestrial users in interferance problems and in access to the radio
spectrum. To accommodate new systems or services, the Commission should
affirm its authority to modify or rescind, where appropriate, the operating
rights of established spectrum users (satellite or terrestrial) where this
would not significantly impair the quality of service or impose undue economic
burdens; we believe the Commission should require compensation of the
established users to be paid by the new entrant in such situations.

(8) The Commission may wish to establish a minimum acceptable earth
station diameter, such as 30 feet, in order to accommodate an adequate
number of initial United States domestic satellites in the 4 and 6 GHz spectrum
allocations without excessive use of orbital resources. Although it is very
unlikely that the number of satellites proposed during the initial filing period
will approach the limit such a standard would impose, the standard should in
that event be raised. Conversely, if applications were well below this
number, and a reasonable case we-1.;.. A.nade on econoi-ilic anc:
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operationsl grounds, the standard could be relaxed in specific cases. To the

extent possible within the state of the art, the satellite antenna radiation

pattern should encompass only the specific land areas to be served.

In a time of rapid technological, economic, and social change, we would be ill-

advised to adopt a definitive policy without the flexibility for future review

or to adopt an overly restrictive policy simply because of our inability to

predict future developments. We therefore recommend that the above policies

be adopted on an interim basis, such as three to five years, to permit vigor-

ous exploration and development of satellite service possibilities. During this

period, the Commission should monitor the industry structure, service

offerings, and rates to determine if natural monopoly or other conditions are

developing that suggest more restrictive entry conditions or warrant direct

rate regulation for specialized satellite services. At the end of the interim

period, a full review of the policy and industry structure should be made.

It is most important that the establishment and operation of domestic satellite

communications facilities be consistent with our obligations and commitments

to INTELSAT and the International Telecommunications Union, with other

foreign policy considerations, and with national security communications

requirements. With respect to INTELSAT, it is particularly important that

domestic systems not threaten the operational integrity or economic viability

of the global services provided through that system. It is also important that

provision be made for use of domestic satellite services by national security

and emergency preparedness agencies when appropriate. We are satisfied

that domestic satellite communications facilities authorized in accordance

with the preceding recommendations will meet all these conditions. We
further see no reason why the Communications Satellite Corporation, estab-

lished by Congress as the chosen instrument for United States participation

in INTELSAT, should not be permitted to compete for domestic satellite
service on an equal basis under the above guidelines.

Peter Flanigan
Assistant to the President

# # #



FOR IMMEDIATE RELEASE JANUARY 23, 1970

Office of the V..hite House Press Secretary

THE WHITE HOU:E

The President today announced the Administration's recommendations on the
utilization of communications satellites for domestic telecommunications
services. The proposals for regulatory policies, which do not require new
legislation, were set forth in a memorandum to the Federal Communications
Commission. Satellites are currently used in international communications
through the INTELSAT consortium, for which the Comsat Corporation is the
United States representative. No satellite systems for domestic service have
been approved by the FCC.

The Administration's proposals recognize that a flexible regulatory policy is
required to stimulate vigorous and innovative exploration and development of
satellite service possibilities. It was concluded that Government policy should
encourage and facilitate the development of commercial domestic satellite
communications systems to the extent that private enterprise finds them
economically and operationally feasible, but that there is no reason to call for
the immediate establishment of a domestic satellite system as a matter of
public policy nor to promote uneconomic systems or dictate ownership arrange
ments. However, the memorandum does express concern that the delay in
adopting appropriate policies should not be prolonged.

Since no natural monopoly conditions appear to exist in the provision of
specialized communications via satellite -- such as network television distribution
and high-speed data transfer -- the Administration recommended relatively
open entry and rate competition for such services subject to certain conditions.
While the provision of standard telephone services by satellite may or may not be
economic at this time, established procedures were recommended to be applied
by the FCC for common carriers wishing to establish a satellite system for
such use.

The proposed policy -- recommended for an interim period of 3 to 5 years -- is
designed to allow competition to act within well-defined limits necessary to
preclude anti-competitive practices and to assure that the competition works
toward the public interest. It was concluded that the innovative potential is so
great that no highly detailed regulatory process could be flexible enough to
realize the potential benefits to the public and the economy that satellites
might offer. It was also concluded that, under appropriate standards that
could be established by the FCC, the likely use of orbital and radio spectrum
resources would be far short of available resources so that systems need not be

excluded arbitrarily on conservation grounds. A great deal of flexibility was

designed into the policy proposals to accommodate likely technological and
economic change and to permit selected policy changes as the need arises.

# # #



THE WHITE HOUSE

WASH I NGTON

MEMORANDUM FOR

Honorable Dean Burch
Chairman
Federal Communications Commission

Federal policy on domestic satellite communications has been
long delayed. The Administration is concerned that the delay
not be prolonged and that the policies adopted reflect all important
dimensions of the public interest, including the international
aspects of geostationary orbital and radio resources. Based on
our review of relevant technical, economic, and public interest
considerations, the Administration offers the following comments •.
and recommendations to the Commission.

Public Policy Objectives 

• In telecommuiilcations, the •government's responsibility to safe-
guard and promote the public interest involves primarily the
encouragement of reliable comanications services for public,
business, and government use at reasonable rates and the
assurance of a healthy environment for continuing innovations in
services and technology. This general goal must, of course, be
made more specific for particular policy issues. In our review
of the domestic satellite issue, we have concentrated on the
following objectives:

assuring full and timely benefit to the public of the
economic and service potential-of satellite
technology.

insuring maximum learning about the possibilities
for satellite services.

minimizing unnecessary regulatory and administrative
impediments to technological and market development by
the private sector.



encouraging more more vigorous innovation and
flexibility within the communications industry to
meet a constantly changing spectrum of public
and private communications requirements at
reasonable rates.

discouraging anticompetitive practices --- such as
discriminatory pricing or interconnection practices
and cross-subsidization between public monopoly
and private service offerings -- that inhibit the growth
of a healthy structure in communications and related
industries.

assuring that national security and emergency
preparedness needs are met.

The Technical Framework 

The establishment and operation of domestic satellite communica-
tions facilities is technically feasible 'within the present state of
the art, and readily foreseeable technological advances will further
enhance this capability. Technical considerations place no serious
constraints on policies governing the ownership or mode of operation
(specialized or multi-purpose) of domestic satellite communications
facilities. These technical considerations, though of great importance
in the detailed engineering, operations, and economics of specific
systems, can be dealt with effectively under any reasonably foreseeable
ownership arrangements.

The issue of radio resource car city for satellite communications
has been overstated to a significant degree. While the communica-
tions capacity of this resource is finite, the ability to accommodate
additional radio services is greatly expandable through administrative,
technological, and operational innovation. Both earth station and
satellite design standards can be varied to assure adequate orbital
capacity for both immediate requirements and likely near-term
growth. .Long-term growth can be accommodated through further
refinement or additional frequency allocations, whichever is most
C conomic.
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Since some of the orbital locations and associated spectrum
usage of interest for United States domestic satellites might also
be potentially useful to other western hemisphere nations, a
question of United States monopolization could conceivably arise.
However, even 10 to 12 United State domestic satellites (a high
estimate of likely early system development) would represent
only a small fraction of the number which could be accommodated
for western hemisphere use with the current state of the art.
Therefore, orbital capacity is not expected to be a problem at
this time. As demand for satellite communication expands, it
may become necessary to evolve additional international coordinating
mechanisms; but this would likely involve the establishment of
appropriate technical standards rather than the rationing of orbital
positions. This is expected to be a subject for discussion at the
1971 World Administrative Radio Conference.

The Economic Framework 

The most immediate potential for domestic satellite communica-
tions seems to lie in long distance specialized transmission services
such as one-way distribution of radio and television programs or
two-way exchange of high-speed data or other wideband signals among
thinly dispersed users. Common carriers have informed us that
satellites do not appear economic at present for the routine trans-
mission of public message traffic.

For the foreseeable future, satellite communications systems will
require large initial investments, careful technical and economic
planning, and complex technical management capabilities. The
ektensive, reliable, and low.: cost terrestrial communications
network already established in the United States makes domestic
satellite systems competitive only where their unique capabilities
offer significant advantages over terrestrial transmission. We,
therefore, expect the initial number of potential offerers of
domestic satellite services to be small.

In the absence of clear economies of scale and overriding public
interest considerations to the contrary, the American economy has
relied on competitive private enterprise rather than regulated
monopoly to assure technical and' market innovation, long-run
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optimum use of resources, and industry flexibility.. These are
all conditions this Nation has found to encourage higher-quality,
lower-cost services responsive to consumer demand.

At this stage of domestic satellite planning, it is not possible to
identify major economies of scale. Rather, it appears that a
diversity of multiple satellite systems as well as multiple earth
stations will be required to provide a full range of domestic
services.

Further, we find no public interest grounds for establishing a
monopoly in domestic satellite communications. The general
public is not a direct user of such services. The provision of
specialized transmission services and the carriage of bulk message
traffic are quite different in character from the provision of
switched public message (telephone) service upon which much of
our monopoly theory of telecommunications regulation is based.
There is no reason to expect that competition here would do other
than to encourage new or lower-cost services, the benefits of
which would indirectly accrue to the public. Competition in the
offering of satellite services appears to hold forth greater benefit
to the economy and the public than would a single chosen instrument.

Detailed regulation of service rates and commercial rates of
return are similarly predicated on natural monopoly conditions
that should not exist with domestic satellite communications in the
immediate future. Not only is competitive entry possible, but
terrestrial communications pricing would act as an upper limit
on prices chargeable for most satellite services. In these
circumstances, competitive pressure, rather than regulatory
constraints, should be permitted to limit rates for specialized
services via domestic satellites.•

The historical development of telecommunications policy, regulation,
and industry structure has resulted in a blurred distinction between
public and private interests. A confusing patchwork of cross-
subsidization between public message and specialized service
offerings has become the norm rather than the exception. Therefore,
it is possible that satellite services could, through cost-reducing
innovation and competition, cause some existing services now

.041.411.44d.surviving on a cross-subsidized basis to become unocQ-mac  Even
if the benefits of such cross-subsidization accrue to the public users
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rather than to private service offerings, however, there seems
to be no merit in protecting suppliers of such services from fair
competition. The primary impact of such competition should be
the provision of those services through lower-cost alternatives.
Should such competition result in curtailment of some public
services that are necessary as a matter of public policy, however,
a direct public subsidy would in most cases be less costly to the
public than forced cross-subsidization and restraint of competition.

Recommendation 

Government policy should encourage and facilitate the development
of commercial domestic satellite communications systems to the
extent that private enterprise finds them economically and
operationally feasible. We find no reason to call for the immediate
establishment of a domestic satellite system as a matter of public
policy. Government should not seek to promote uneconomic systems
or to dictate ownership arrangements; nor should coordinated
planning or operation of such facilities be required except as
essential to avoid harmful radio interference.

Subject to appropriate conditions to preclude harmful interference
and anticompetitive practices, any financially qualified public or
private entity, including Government corporations, should be per-
mitted to establish and operate domestic satellite facilities for its
own needs; join with related entities in common-user, cooperative
facilities; establish facilities for lease to prospective users; or
establish facilities to be used.in providing specialized carrier
services on a competitive basis. Within the constraints outlined
below, common-carriers should be free to establish facilities for
either switched public message or specialized services, or both.

The number or classes of potential. offerers of satellite services
should not be liMited arbitrarily. Nor should there 14/ any a priori
ranking of potential types of systems (common-carrier vs.
specialized carrier vs. private; or satellite vs. terrestrial). Only
in the event that specific applications pose immediate and irrecon-
cilable conflict in the use of radio and orbital resources would an
a priori public interest exclusion of proposals be warranted. In
particular, the potential economic impact of private or common-
user satellite systems on terrestrial common carriers or specialized
carriers should not be a factor in the authorization of such systems.
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. All prospective entrants should be afforded equal opportunity to
establish and operate domestic satellite communications facilities
by adoption of the following guidelines:

(1) Facilities to be established by independent entities
for their own private use should be required to demonstrate only
the financial and technical qualifications to implement their
system proposals. There is no valid public interest requirement
in such cases to require a showing of economic viability or
optimization, nor should the potential economic impact of such
operations on common or specialized carriers be a factor in the
authorization of such facilities.

(Z) Facilities to be established as part of a common-user
cooperative system should be authorized in accord with the same
principles as for fully independent facilities. However, to avoid
restraints on competition, the opportunity should be made avail-
able for all potential users of similar services to participate
without discrimination in such cooperatives as a condition of their
authorization.

(3) Facilities to be used by specialized carriers
carriers having no monopoly over switched public message services)
should be authorized under essentially the. same terms and conditions
as private or common-user facilities. Furthermore, such
-specialized carriers should not be constrained to serve as a
"carrier's carrier" nor to share ownership of space or earth
station facilities with other carriers. We also urge the Commission

to allow competition to limit the rates charged for specialized
services via satellite. Specialized carriers should, however, be
required to serve similar uSers at equal rates and on a non-
discriminatory basis.

(4) Facilities to be used by common carriers solely for the
transmission of switched public message services should be
authorized under the same terms and conditions that apply for
terrestrial radio facilities. However, facilities to be used by such

carriers in the transmission of specialized message services should

be authorized only after a determination by the Commission on each
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application, based on public evidentiary hearings, that no cross-

subsidization between monopoly public message and specialized

services would take place in the development, manufacture,

installation, or operation of such facilities. This should not be
interpreted, however, to preclude the legitimate economies of

joint-use facilities..

(5) The use of leased facilities (satellite and/or earth
stations) should be authorized under the same terms and conditions
as owned facilities, with the responsibility for adherence to these
conditions resting with the lessee. Rate-regulated carriers should

be permitted to include a portion of the lease costs of such
facilities in their rate base.

(6) Local communications common carriers should be
required to provide leased interconnection services for user access

to earth stations at reasonable rates and without discrimination.

(7) Potential harmful interference between satellite systems

and terrestrial installations should be resolved by the Commission

according to established procedures. Satellite operating entities
should have equal status with terrestrial users in interference
problems and in access to the radio spectrum. To accommodate
new systems or services, the Commission should affirm its
authority to modify or rescind, where appropriate, the operating

rights of established spectrum users (satellite or terrestrial)

where this would not significantly impair the quality of service or
impose undue economic burdens; we believe the Commission should

require compensation of the established users to be paid by the

n6,v entrant in such situations.

(8) The Commissi n may wish to establish a minimum

acceptable earth station diameter, such as 30 feet, in order to
accommodate an adequate number of initial United States domestic
satellites in the 4 and 6 GHz spectrum allocations without excessive
use of orbital resources. Although it is very unlikely that the
number of satellites proposed during the initial filing period will
approach the limit such a standard would impose, the standard
should in that event be raised. ConVersely, if applications were
well below this number, and a reasonable case were made on
economic and operational grounds, the standard could be relaxed
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in specific cases. To the extent possible within the state of the
art, the satellite antenna radiation pattern should encompass only
the specific land areas to he served.

In a time of rapid technological, economic, and social change, we
would be ill-advised to adopt a definitive policy without the flexibility
for future review or to adopt an overly restrictive policy simply
because of our inability to predict future developments. We there-
fore recommend that the above policies be adopted on an interim
basis, such as three to five years, to permit vigorous exploration
and development of satellite service possibilities. During this
period, the Commission should monitor the industry structure,
service offerings, and rates to determine if natural monopoly or
other conditions are developing that suggest more restrictive entry
conditions or warrant direct rate regulation for specialized satellite
services. At the end of the interim period, a full review of the
policy and industry structure should be made.

It is most important that the establishment and operation of domestic
satellite communications facilities be consistent with our obligations
and commitments to INTELSAT and the International Telecommunica-
tions Union, with other foreign policy considerations, and with
national security communications requirements. With respect to
INTELSAT, it is particularly important that domestic systems not
threaten the operational integrity or economic viability of the global
services provided through that system. It is also important that
provision be made for use of domestic satellite services by national
security and emergency preparedness agencies when appropriate.
We are satisfied that domestic satellite communications facilities
authorized in accordance with the preceding recommendations will
meet all these conditions. We further see no reason why the
Communications Satellite Corporation, established by Congress as
the chosen instrument for United States participation in INTELSAT,
should not be permitted to compete for domestic satellite service
on an equal basis under the above guidelines.

Peter Flanigan
Assistant to the President



January 20, 1970

Mr. Whitehead hasn't looked
at the attached but he wanted
Mr. Cole to know that CEA
had a 5 o'clock deadline
today and he has told them
to go ahead with the Economic
Report as is.

If Mr. Cole has any problems
with this, please let him
know right away.

Tom thinks everything is
all right.



January 2,0, 1970

To: Ken Cole

From: Tom Whitehead

Later on today or early tomorrow, I will
be transmitting all of this formally to
John, but wanted you to see it in advance
for the following reasons:

The Economic Report as now written has a

reference to this policy statement. If there

is a real probability that this memorandum

will not be released before the Economic
Report is released, the Council of Economic
Advisers would like to know today so they
can excise it from their page proofs. The
Economic Report is not likely to appear
before February 1 and I see no problem.

Please advise me if you do, however.

Attachments

cc: Mr. Flanigan
Mr. Kriegsman
Mr. Whitehead
Central Files

CTWhitehead:ed



January 20, 1970

MEMORANDUM FOR MR. EHRLICHMAI•4

The issue of Federal policy on the use of communications
satellites for domestic communications has been alive and un-
resolved sin.ce 1965. Thc Federal Communications Cornmission
has been unable to deal with this problem primarily because of
the complexity of competing economic interests, which can in
part be traced to the Commission's own past regulatory policies.
In June 1969, the staff of the FCC prepared a tentative policy
decision that, while a masterful compromise, would have created
more problems than it solved.

We notified the Commission that the Administration intended to
conduct a review of the problem and present its recommendations
shortly thereafter. Our reason for doing so was primarily that
the introduction of satellite technology into the U. S. domestic
communications industry offers a convenient lever to move
regulatory policy out of a deepening rut of compromise and unneces-
sary regulation.

Attached is a copy of a memorandum to be sent to Dean Burch over
Peter Flanigan's signature. It recommends in essence an open-
entry policy with rate competition limited primarily by terrestrial
alternatives. We expect no opposition on the Hill to this approach,
which does not require legislation. We further expect that a
majority of the Commissioners will approve of this policy in
substance. The two major communications companies affected are
AT&T and COMSAT; each will find some things to be happy and some
things to be unhappy about; however, I do not expect either to offer
serious opposition.

E2Igsplinsag_ Asvanda

That you approve the transmission of this memorandum to the FCC
and that a press release identifying the President with the free
enterprise objectives of the iveitioa be issued along with the public
release of the memorandtuu itself.

Attachment
Clay T. Whitehead
Staff Assistant
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THE WHITE HOUSE

WASHINGTON

DRAFT

MEMORANDUM FOR

Honorable Dean Burch
Chairman
Federal Communications Commission

December 20, 1969

DECLASSIFIED
E.O. 13526, Sec. 3.51

By t_z_ , NARA, Date

Federal policy on domestic satellite communications has been
long delayed. The Administration is concerned that the delay
not be prolonged and that the policies adopted reflect all important
dimensions of the public interest, including the international
aspects of geostationary orbital and radio resources. Based on
our review of relevant technical, "economic, and public interest
considerations, the Administration offers the following comments
and recommendations to the ComMission.

Public Policy Objectives 

In telecommunications, the government's responsibility to safe-
guard and promote the public interest involves primarily the
encouragement of reliable communications services for public,
business, and government use at reasonable rates, and the
assurance of a healthy environment for continuing innovations in
services and technology. This general goal must, of course, be
made more specific for particular policy issues. In our review
of the domestic satellite issue, we have concentrated on the
following objectives:

-- assuring full and timely benefit to the public of the
economic and service potential of satellite technology.

-- insuring maximum learning about the possibilities
for satellite services.

-- minimizing unnecessary regulatory and administrative
impediments to technological and market development
by the private sector.

ON F _ Lz
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-- encouraging more vigorous innovation and flexibility within
the communications industry to meet a constantly changing

spectrum of public and private communications requirements

at reasonable rates.

-- discouraging anti-competitive practices — such as discrimi-

natory pricing or interconnection practices and cross-

subsidization between public monopoly and private service

• offerings -- that inhibit the growth of a healthy structure in

communications and related industries.

The Technical Framework

The establishment and operation of domestic satellite communications

facilities is technically feasible within the present state of the art,

and readily foreseeable technological advances will further enhance
-

this capability. Technical considerations place no serious constraints

on policies governing the ownership or mode of operation ( 
specialized

or multi-purpose) of domestic satellite communications. facilities.

These technical considerations, though of great importance in the

detailed engineering, operations, and economics of specific systems,

can be dealt with effectively under any foreseeable ownership

arrangements.

The issue of radio resource scarcity for satellite communications

has been overstated to a significant degree. While the communica-

tions capacity of this resource is . • finite, the ability to

accommodate additional radio services is greatly expandable

through administrative, technological, and operational innovation.

Both earth station and satelite design standards can be varied to
assure adequate orbital capacity for both immediate requirements

and likely near-term growth. Long-term growth can be accommodated

through further refinement or additional frequency allocations, which-

ever is most economic.

Since some of the orbital locations and associated spectrum usage
of interest for United States domestic satellites might also be
potentially useful to other western hemisphere nations, a question

of United States monopolization could conceivably arise. However,

even 10 to 12 United States domestic satellites (a high estimate of

likely early system development) would represent only a small
fraction of the number which could be accommodated for western

hemisphere use with the current state of the art. Therefore,
orbital capacity is not expecte,d to be a problem at this time. As
demand for satellite communication expands, it may become

A
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necessary to evolve additional international coordinating
mechanisms; but this would likely involve the establishment of

appropriate technical standards rather than the rationing of
orbital positions. This is expected to be a subject for discussion
at the 1971 World Administrative Radio Conference.

The Economic Framework

The most immediate potential for domestic satellite communications

seems to lie in long-distance specialized transmission services6r-

such as one-way distribution of radio and television programs /two--

way exchange of high speed data or other wideband signals among

thinly dispersed users. Common carriers have informed us that
satellites do not appear economic at present for the routine trans-
mission of public message traffic.

For the foreseeable future, sallite cOmmunications systems will
require large initial investments, careful technical and economic
planning, and complex technical management capabilities. The
extensive, reliable, and low-cost terrestrial communications
network already established in the United States makes domestic
satellite systems competitive only where their unique capabilities
offer significant advantages over terrestrial transmission. .

We, therefore, expect the initial number of potential offerors
of domestic satellite services to he small.

In the absence of clear economies of scale and overriding public
interest considerations to the contrary, the American economy has
relied on competitive private enterprise rather than regulated
monopoly to assure technical, and market innovation, long-run
optimum use of resources, and industry flexibility. These are all
conditions this Nation has found to encourage higher-quality;
lower-cost services responsive to consumer demand.

At this stage of domestic satellite planning, it is not possible to
identify major economies of scale. Rather, it appears that a diversity
of multiple satellite systems as well as multiple earth stations will
be required to provide, a full range of domestic services.

Further, we find no public interest grounds .for establishing a
monopoly in domestic satellite communications . The provision of
specialized transmission services and the carriage of bulk message
traffic is quite different in character from the provision of switched

CONFIDENTIAL
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public message service upon which much of our monopoly theory of
telecommunications regulation is based. Competition in the offering
of satellite services appears to hold forth greater benefit to the
public than would a single chosen instrument.

Detailed regulation of service rates and commercial rates of return
arc similarly predicated on natural monopoly conditions.

that should not exist with domestic satellite
communications in the immediate future. Not only is competitive
entry possibley but terrestrial communications pricing would act asos 
an upper limit on prices chargeable for/satellite services. In these
circumstances, competitive pressure, rather than regulatory
constraints, should be permitted to limit rates for specialized
services via domestic satellites.

The historical development of telecommunications policy, regulation,
and industry structure has resulted in a blurred distinction between
public and private interests. A confusing patchwork of cross-
subsidization between public message and specialized service offer-
ings- has become the norm rather than the exception. • Therefore, it
is possible that satellite services could, through cost-reducing
innovation and competition., cause some existing services now sur-
viving on a cross-subsidized basis to become uneconomic. Even if
the benefits of such cross-subsidization accrue to the public users
rather than to private service offerings, however, there seems to
be no merit in protecting suppliers of such services from fair
competition. Should such competition result in curtailment of some
public services that are necessary as a matter of public policy, a
direct public subsidy would in most cases
be less costly to the public than forced cross-subsidization and
restraint of competition.

Recommendation

Government policy should encourage and facilitate the development
of commercial domestic satellite communications systems to the
extent that private enterprise finds them economically and opera-
tionally feasible. We find no reason to call for the immediate
establishment of a domestic satellite system as a matter of public
policy. Government should not seek to promote uneconomic
systems or to dictate ownership arrangements; nor should coordinated
planning or operation of such facilities be required except as essential
to avoid harmful radio interference.
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Subject to appropriate conditions to preclude harmful interferenceand anticompetitive practices, any financially qualified entity,public or private, should be permitted to establish and
operate domestic satellite facilities for its own needs; join withrelated entities in common-user, cooperative facilities; establishfacilities for lease to prospective users; or establish facilities tobe used in providing specialized carrier services on a competitivebasis. Subject to the constraints outlined below, common-carriersshould be free to establish facilities for either switched publicmessage or specialized services, or both.

The number or classes of potential offerors of satellite services
should not be limited arbitrarily. Nor should there by any a priori
ranking of potential types of systems (common-carrier vs.
specialized carrier vs. private; or satellite vs. terrestrial). Only
in the event that specific applications pose immediate and irrecon-
cilable conflict in the use of radio and orbital resources would an
a priori public interest exclusion of proposals be warranted. In
particular, the potential economic impact of private or common-user
satellite systems on terrestrial common-carriers or specialized
carriers should not be a factor in the authorization of such systems.

All prospective entrants should be alfOrded equal opportunity to
establish and operate domestic satellite communications facilities
by adoption of the following guidelines.

(1) Facilities to be established by independent entities for
their own private use should be required to demonstrate only the
financial and technical qualifications to implement their system
proposals. There is no valid public interest requirement in such
cases to require a showing of economic viability or optimization,
nor should the potential economic impact of such operations on common
or specialized carriers be a factor in the authorization of such

(2) Facilities to be established as part of a common user
cooperative system should be authorized in accord with the same
restraints on competition, the opportunity should be made available
for all potential users of similar services to participate without
discrimination in such cooperatives as a condition of their authorization.
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(3) Facilities to be used by specialized carriers (i.e.,
carriers having no monopoly over switched public message services)
should be authorized under essentially the same terms and conditions
as private or common user facilities. Furthermore, such specialized
carriers should not be constrained to serve as a "carrierls carrier"
nor to share ownership of space or earth station facilities
with other carriers, . We also urge the
Commission to allow competition to limit the rates charged for
specialiZed services via satellite. Specialized carriers should,
however, be required to serve similar users at equal rates and on a
nondiscriminatory basis.

(4) Facilities to be used by common carriers solely for
the transmission of switched public message services should be
authorized under the same terms and conditions that apply for ter-
restrial radio facilities. However, facilities to be used by such
carriers in the transmission of specialized message services should
be authorized only after a determination by the Commission on each
application, based on public evidentiary hearings, that no cross-
subsidization between public message and specialized services
would take place in either the development, manufacture, installation,
or operation of such facilities. Thi.s should not be interpreted,
however, to preclude the legitimate economies of joint-use facilities.

(5) The use of leased facilities (satellite and/or earth sta-tions) should be authorized under the same terms and conditions asowned facilities, with the responsibility for adherence to these con-ditions resting with the lessee. Rate-regulated carriers should bepermitted to include the lease costs of such facilities in their rate base.

(6) Local communications common carriers should be
required to provide leased interconnection services for user access
to earth stations, with reasonable rates and without discrimination.

(7) Potential harmful interference between satellite systems
and terrestrial installations should be resolved by the Commission
according to established procedures. Satellite operating entities
should have equal status with terrestrial users in interference
problems and in access to the radio spectrum. To accommodate
new systems or services, the Commission should affirm its
authority to modify or rescind, where appropriate, the operating
rights of established spectrum users (satellite or terrestrial)
where this would not significantly impair the quality of service or
impose undue economic burdens; we believe the Commission should
require compensation of the established users to be paid by the new
entrant in such situations.

COFWENTIAL
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(8) The Commission may wish to establish a minimum

acceptable earth station diameter, such as 30 feet, in order to

accommodate an adequate number of initial United States domestic

satellites in the 4 and 6 GHz spectrum allocations without excessive

use of orbital resources. Although it is very unlikely that the number

of satellites proposed during the initial filing period will approach the

limit such a standard would impose, the standard should in that event

be raised. Conversely, if applications were well below this number,

and a reasonable case were made on economic and operational grounds,

the standard could be relaxed in specific cases. To the extent possible

within the state of the art, the satellite antenna radiation pattern should

encompass only the specific land areas to be served.

In a time of rapid technological, economic, and social change, we
would be ill-advised to adopt a definitive policy without the flexibility

for future review or to adopt an overly restrictive policy simply
because of our inability to predict future developments. We,
therefore, recommend that the above policies be adopted on an
interim basis, such as three to five years, to permit vigorous
exploration and development of satellite service possibilities.•
During this period, the Commission should monitor the industry
structure and service offerings to determine if natural monopnly
or other conditions are developing that suggest more restrictive entry
conditions or warrant direct rate regulation for specialized satellite
services. At the end of the interim period, a full review of the
policy and industry structure should be made.

It is most important that the establishment and operation of domestic

satellite communications facilities be consistent with our obligations

and commitments to INTELSAT and the International Telecommunica-

tions Union, with other foreign policy considerations, and with national

security communications planning and requirements. With respect to

INTELSAT, it is particularly important that domestic systems not

threaten the operational integrity or economic viability of the global

services provided through that system. We are satisfied that

domestic satellite communications facilities authorized in accordance

with the preceding recommendations Nv in meet all these conditions.

We further see no reason why the Communications Satellite Corpora-

tion, established by Congress as the chosen instrument for United

States participation in INTELSAT, should not be permitted to compete

for domestic satellite service on an equal basis under the above guidelines.
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HOFSTRA UNIVERSITY
HEMPSTEAD • NEW YORK

HARVEY J. LEVIN
Augustus B. Weller Professor

of Economics
January 27, 1970

Mr. Peter Flanigan
Assistant to the President
The White House
Washington, D.C.

Dear Mr. Flanigan:

Can you I wonder kindly let me have a copy
of thw Memorandum on Domestic Satellites which
you just transmitted to the Federal Communications
Commission on behalf of President Nixon?

I have for some time researched and written
widely in professional journals on related matters
and was most anxious to examine this latest
important statement.

Thank you for your kind assistance.

Ytr_sinc el

7i-agvey vin

110 Kilburn Road
Garden City, New York 11530
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February 10, 1970

Lear Miss Johnston:

In reply to your letter of January 23rd,
Dr. Whitehead has asked me to send you
copies of the releases which went out from
the White House on that day in connection
with domestic satellite communications.

Sincerely,

Eva Daughtrey
Secretary to
Dr. Clay T. Whitehead

Attachments

Miss Helen S. Johnston
Librarian
The Lehman Corporation
I. South William Street
New York, New York 10004
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Th e ke_h m a n COrpOrailOrl
ONE SOUTH WILLIAM STREET

IlewYork,W.Y 10004

January 23, 1970

Executive Office of the President
1600 Pennsylvania Avenue, NW
ashington, D. C. 20500

Gentlemen: Attention .of Special Assistant Peter FlaniRan 

I would appreciate if you would kinuly send to me:

Miss Helen S. Johnston, Librarian
The Lehman Corporation
1 South William Street
New York, N.Y. 10004

a copy of the 11WHITEHEAD REPORT" with regard to setting up a
domestic communications satellite system.

Thanking you for your attention to my request, and
awaiting your reply, I remain

HSJ:ms

Yours tru
THE LEHMAN VX?• s•-to

Helen S. 

; 

ohnston,
Librarian



March 6, 1970

To: Jeb Magruder

From: Tom Whitehead

As I mentioned on the phone, I would very
much like to find a forum for speaking about
our domestic communications satellite
policy in the next week or two. This
question Is of interest to anyone connected
with the communications industry or the
aerospace industry (communications
companies, electronics manufacturers,
communications lawyers, regulatory bodies,
etc.) Any thoughts you have would be very
much appreciated.

cc: Mr. Whitehead
Central Files

CTWbitehead:ed



WHITEHEAD ON DOMESTIC SATELLITES 

I want to talk about some of the practical aspects

of the President's domestic satellite proposals. When

we initiated this project we did not think that it was

necessary for us to attempt to fit our policies and our

projections within some well defined legal niche. The

administrative process should be flexible enough to

meet this need. As to re-writing the code of Federal

Regulations, I'll gladly leave that to those who profess

greater expertise in the area. At the same time, we

did propose a policy approach towards regulation of domes-

tic satellite communications which, does meet the Com-

mission's broad statutory mandate to "make available,

so far as possible, to all people of the United States,

a rapid, efficient, Nation-wide and world-wide wire and

radio communications service, with adequate facilities

at reasonable charges" (47 U.S.C. §151). Fundamentally,

we view the role of the FCC in this area more as one of

the spectrum allocator, rather than an a detailed econo-

mic supervisor as has been the case particularly in the

telephone industry. This is an appropriate role, regard-

less of whether one looks to the 1962 Satellite Act or

the 1934 Communications Act. Under both Acts, the
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legal standards are pretty much equivalent. 1/ The courts

have stressed the FCC's general - and flexible - authority

to regulate communications services. CATV is a,clear case
dgz,ab;•n

in point. The Supreme Court's Southwestern Cable strongly

suggests that if in the over-all field of communications,

the Commission can, if it has the will, find the legal

means to regulate.

The President's proposal stresses competition - rather

than the Commission - as the principle economic regulator

in this field, so long as spectrum is available. This idea

that competition should play such a role in communications

is hardly novel. The Supreme Court made it in the 1958

R.C.A. case. The same view was proposed in the course of

the 1962 Comsat legislation. Later, it reappeared in the

Commission's own decision, such as Microwave Communications,

Inc.

Accordingly, we hope the FCC would adopt a simple pro-

cedure here to deal with domestic satellite applications.
S;b4r1/

An applicant (other than a carrier) should be allowedof

file a complete description of his proposed system and the

spectrum space that would be required. If the spectrum

is available and is not needed for other immediate use,

ection o t e ct just requires a showing that
'domestic communication satellite systems to demonstrate that
their proposed seTces are "required in the national interest",
(47 U.S.C. §701(d) while Section 303, the 1934 Act demands only
a showing of "public convenience interest, or a necessity",
(47 U.S.C. 003).

2



the Commission should grant the license. The private benefit

to the applicant seems sufficient justification for such

approval provided no other potential user is being fore-

closed from necessary spectrum (cf. 47 CFR §21.26). I would

point out that licenses can be issued for a period of no more

than five years (as with domestic microwave, 47 CFR §21.32).

This simplified approach is made possible by the pecu-

liar characteristics of domestic satellite systems. Such

systems are expensive. They will not be built by "amateurs.

It is highly unlikely that any person lacking substantial

financial backing would ever apply for a system, let alone

build it. And those willing to ri4c the substantial capital
44cpt-e 4t J

to embark on this system can tie to make a fairly complete

study of the benefits of such a system. In sum, it's highly

unlikely that a mob of prospective applicants would flood

the Commission with a wave of applications exceeding all

spectrum and orbital space. Of course, if 25 asked for space

and there were room for only 16, some revision might be needed;
1kw.014mwommilm4is

either the technical standards could be raised foromimiew

earth stations, or some rationing of spectrum would have to be

undertaken.

However, I would stress that such a situation remains

very unlikely so long as the cost of entry is in the $100m.

range.

3



The main point remains: the Commission should not embark

on an evidentiary hearing minutely examining the potential

impact of a satellite proposal upon common carrier revenues

in this area. MCI dragged on for years, and so would indi-

vidual satellite applications, if such a traditional approach

were used. Let me stress that the common carriers themselves

have conceded that revenues for television distribution -

the main immediate satellite service - represent only a very

small part of their total picture.

The situation may have to be different when a common

carrier applies for a satellite authorization. Carriers are

subject to the comprehensive regulatory scheme under Section

201 of the 1934 Act (47 U.S.C. §201), barring discriminatory

and other practices. Therefore, it may be necessary when a

common carrier such as A.T.&T. applies for a license to

launch a domestic satellite system, to have some sort of

hearing to determine that the system is economic, rather

than predatory, in nature and effect. Section 214 provides

just such control over carrier construction. This simply

reflects the fact that a communications common carrier is

a special type of company, with a great opportunity to

subsidize satellite or other services out of its basic rate

base revenues.

Some hearing might be necessary to deal with the

special competitive problems inherent in such a joint user

arrangement proposal - for example, among television

networks. Such a hearing would have a very

4
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limited purpose - namely, to make sure that others in the

business (e.g., CATV networks) had access to the system

on the same terms as the original applicants.

At the same time, it would be highly undesirable for

the entire licensing of domestic satellite systems to be

stalled while the Commission, at its leisure, considered

the special problems inherent in applications from common

carriers or joint ventures. Other applications should be

granted while these hearings go forward. As I stressed

earlier, we visualize the initial role of the FCC in the

domestic communications satellite field as a spectrum

allocator rather than a detailed e conomic regulator.

Our general approach is consistent with the needs of

a rapidly advancing art. In the first place, the type

of decision-making we would require of the FCC would be

much more rapid than traditional regulatory methods.

Secondly, it would leave the door open to any potential

innovator; he who is willing to risk his capital would

be reasonably confident of getting FCC authorization.

Unlike M.C.I., he would not be faced with a long, costly

and uncertain legal effort to deter him from making the

effort in the first place. Where frequency space is

genuinely scarce, then some careful rationing may -

regrettably - be necessary. On the other hand, where

spectrum space is available, new, imaginative and

5



innovative uses should be encouraged - free of bureaucratic

fetters.

This is one reason why we proposed that our competitive

approach towards domestic satellites be implemented only for

a trial period of three to five years. During this time,

we would allow those who, under
A
liberalized licensing pro-

cedurelhad received licenses to operate as free as possible

from all regulatory restraints. At the end of this trial

period, the results can be considered and any needed changes

made in the light of then existing spectrum demands.

To conclude, let me stress that our immediate major

concern is that a domestic satellite system be launched -

not just considered - as rapidly as possible. The lawyers

and regulators have had their day - for five long years -

now let's let the satellite operators have theirs. We can

all do without another five years of minute consideration

of all the possible permutations and combinations made

possible by traditional regulatory policy and procedures.



March 17, 1970

To: Don Baker

From: Tom Whitehead
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From: Chief, Common Carrier Bureau,
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Subject: Domestic Satellite



DRAFT PRESS RELEASE
1/21/70

The President today announced the Administration's

recommendations on the utilization of communications satellites

for domestic telecommunications services. The proposals for

regulatory policies, which do not require new legislation, were

set forth in a memorandum to the Federal Communications

Commission. Satellites are currently used AP,- in international

communications through the INTELSAT consortium, for which the

Comsat Corporation is the United States representative. No satellite

systems for domestic service have been approved by the FCC.

The Administration's proposals recognizIthat a flexible

regulatory policy is required to stimulate vigorous and innovative

exploration and development of satellite service possibilities. It

was concluded that Government policy should encourage and facilitate

the development of commercial domestic satellite communications

systems to the extent that private enterprise finds them economically

and operationally feasible, but that there is no reason to call for the

immediate establishment of a domestic satellite system as a matter

of public policy

arrangements.

7-Lir DX
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Since no natural monopoly conditions appear to exist in the

provision of specialized communications via satellite — such as

network television distribution and high-speed data transfer -- the

Administration recommended relatively open entry and rate

competition for such services subject to certain conditions. While

the provision of standard telephone services by satellite may or

may not be economic at this time, established procedures were

recommended to be applied by the FCC for common carriers wishing

to establish a satellite system for such use.

The proposed policy -- recommended for an interim period

of 3 to 5 years -- is designed to allow competition to act within

well-defined limits necessary to preclude anti-competitive practices

and to assure that the competition works toward the public interest.

It was concluded that the innovative potential is so great that no

highly detailed regulatory process could be flexible enough to realize

the potential benefits to the public and the economy that satellites

might offer. It was also concluded that, under appropriate standards

that could be established by the FCC, the likely use of orbital and

radio spectrum resources would be far short of available resources

so that systems need not be excluded arbitrarily on conservation

grounds. A great deal of flexibility was designed into the policy

proposals to accommodate likely technological and economic change

and to permit selected policy changes as the need arises.
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Wednesday 1/14/70

11:05 Bob Guthrie of the House Commerce Cmte. said
they had read in yesterday's paper that the
domestic satellite report would be going out soon,

11:10 Advised Mr. Guthrie that the report will probably
be coming out in a couple of weeks — and that we
will be in touch with them before it goes out.

225-3147



Wednesday 1/14/70

9:15 Mr. Sodolski, Electronic Industries Association, called. He wants
to be called when the domestic satellite release goes out so he can
come over and pick up a copy.

6- 2200



FOR IMMEDIATE RELEASE JANUARY Z3, 1970

Office of the White House Press Secretary

THE WHITE HOUSE

MEMORANDUM FOR THE HONORABLE
DEAN BURCH, CHAIRMAN OF THE
FEDERAL COMMUNICATIONS COMMISSION

Federal policy on domestic satellite communications has been long delayed.
The Administration is concerned that the delay not be prolonged and that the
policies adopted reflect all important dimensions of the public interest,
including the international aspects of geostationary orbital and radio resources.
Based on our review of relevant technical, economic, and public interest
considerations, the Administration offers the following comments and
recommendations to the Commission.

Public Policy Obiectives 

In telecommunications, the government's responsibility to safeguard and
promote the public interest involves primarily the encouragement of reliable
communications services for public, business, and government use at reasonable
rates and the assurance of a healthy environment for continuing innovations in
services and technology. This general goal. must, of course, be made more
specific for particular policy issues. In our review of the domestic satellite
issue, we have concentrated on the following objectives:

assuring full and timely benefit to the public of the economic
and service potential of satellite technology.

insuring maximum learning about the possibilities for satellite
services.

minimizing unnecessary regulatory and administrative
impediments to technological and market development by
the private sector.

- encouraging more vigorous innovation and flexibility within
the communications industry to meet a constantly changing
spectrum of public and L.)rivate communications requirements
at reasonable rates.

- discouraging anticompetitive practices -- such as discrimin-
atory pricing or interconnection practices and cross-subsidization
between public monopoly and private service offerings -- that
inhibit the growth of a healthy structure in communications and
related industries.

- assuring that national security and emergency preparedness
needs are met.

The Technical Framework

The establishment and operation of domestic eatllite communications facilities
is technically feasible within the present state of the art, and readily foreseeable
technological advances will further enhance this capability. Technical consider-
ations place no serious constraints on policies governing the ownership or mode
of operation (specialized or multi-purpose) of domestic satellite communications
facilities. These technical considerations, though of great importance in the
detailed engineering, operations, and economics of specific systems, can be
dealt with effectively under any reasonably foreseeable ownership arrangements.

MORE
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The issue of radio resource scarcity for satellite communications has been
overstated to a significant degree. While the communications capacity of
this resource is finite, the ability to accommodate additional radio services
is greatly expandable through administrative, technological, and operational
innovation. Both earth station and satellite design standards can be varied to
assure adequate orbital capacity for both immediate requirements and likely
near-term growth. Long-term growth can be accommodated through further
refinement or additional frequency allocations, whichever is most economic.

Since some of the orbital locations and associated spectrum usae of interest
for United States domestic satellites might also be potentially useful to other
western hemisphere nations, a question of United States monopolization could
conceivably arise. However, even 10 to 12 United States domestic satellites
(a high estimate of likely early system development) would represent only a
small fraction of the number which could be accommodated for western
hemisphere use with the current state of the art. Therefore, orbital capacity
is not expected to be a problem at this time. As demand for satellite
communication expands, it may become necessary to evolve additional inter-
national coordinating mechanisms; but this would likely involve the establish-
ment of appropriate technical standards rather than the rationing of orbital

positions. This is expected to be a subject for discussion at the 1971 World

Administrative Radio Conference.

The Economic Framework 

The most immediate potential for domestic satellite communications seems to
lie in long distance specizlized transmission services -- such as one-way
distribution of radio and television programs or two-way exchange of high-
speed data or other wideband signals among thinly dispersed users. Common
carriers have informed us that satellites do not appear economic at present
for the routine transmission of public message traffic.

For the foreseeable future, satellite communications systems will require
large initial investments, careful technical and economic planning, and complex
technical management capabilities. Tile extensive, reliable, and low-cost
terrestrial communications network already established in the United States
makes domestic satellite systems competitive only where their unique capabilities
offer significant advantages over terrestrial transmission. We therefore,
expect the initial number of potential offerers of domestic satellite services
to be small.

In the absence of clear economies of scale and overriding public interest
considerations to the contrary, the American economy has relied on competi-
tive private enterprise rather than regulated monopoly to assure technical
and market innovation, long-run optimum use of resources, and industry
flexibility. These are all conditions this Nation has found to encourage higher-
quality, lower-cost services responsive to consumer demand.

At this stage of domestic satellite planning, it is not possible to identify triajor
economies of scale. Rather, it appears that a diversity of multiple satellite
systems as well as multiple earth stations will be required to provide a full
range of domestic services.

Further, we find no public interest grounds for establishing a monopoly in
domestic satellite communications. The general public is not a direct user of
such services. The provision of specialized transmission services and the
carriage of bulk message traffic are quite different in character from the
provision of switched public message (telephone) service upon which much of
our monopoly theory of telecommunications regulation is based. There is no
reason to expect that competition here would do other than to encourage new or
lower-cost services, the benefits of which would indirectly accrue to the public.
Competition in the offering of satellite services appears to hold forth greater
benefit to the economy and the public than would a single chosen instrument.
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Detailed regulation of service rates and commercial rates of return are
similarly predicated on natural monopoly conditions that should not exist with
domestic satellite communications in the immediate future. Not only is
competitive entry possible, but terrestrial communications pricing would act
as an upper limit on prices chargeable for most satellite services. In these

circumstances, competitive pressure, rather than regulatory constraints,
should be permitted to limit rates for specialized services via domestic
satellites.

The historical development of telecommunications policy, regulation, and
industry structure has resulted in a blurred distinction between public and

private interests. A confusing patchwork of cross-subsidization between public

message and specialized service offerings has become the norm rather than
the exception. Therefore, it is possible that satellite services could, through

cost-reducing innovation and competition, cause some existing services now

surviving on a cross-subsidized basis to become unecomomic.. Even if the

benefits of such cross-subsidization accrue to the public users rather than to

private service offerings, however, there seems to be no merit in protecting

suppliers of such services from fair competition. The primary imcact of

such competition should be the provision of those services through lower-cost

alternatives. Should such competition result in curtailment of some public

services that are necessary as a matter of public policy, however, a direct

public subsidy would in most cases be less costly to the public than forced

cross-subsidization and restraint of competition.

R ecommenda.tion 

Government policy should encourage and facilitate the development of commer-

cial domestic satellite communications system.to the extent that private enter-

prise finds them economically and operationally feasible. We find no reason

to call for the immediate establishment of a domestic satellite system as a

matter of public policy. Government should not seek to promote uneconomic

systems or to dictate ownership arrangements; nor should coordinated planning

or operation of such facilities be required except as essential to avoid harmful

radio interference.

Subject to appropriate conditions to preclude harmful interference and anti-

competitive practices, any financially qualified public or private entity,

including Government corporations, should be permitted to establish and

operate domestic satellite facilities for its own needs; join with related
entities in common-user, cooperative facilities; establish facilities for lease

to prospective users; or establish facilities to be used in providing specialized

carrier services on a competitive basis. Within the constraints outlined

below, common-carriers should be free to establish facilities for either

switched public message or specialized cervices, or both.

The number or classes of potential offerers of satellite services should not

be limited arbitrarily. Nor should there be any a priori ranking of potential

types of systems (common-carrier vs. specialized carrier vs. private; or

satellite vs. terrestrial). Only in the event that specific applications pose

immediate and irreconcilable conflict in the use of radio and orbital resources

would a priori public interest exclusion of proposals be warranted. In

particular, the potential economic impact of private or common-user satellite

systems on terrestrial common carriers or specialized carriers should not be

a factor in the authorization of such systems.

All prospective entrants should be afforded equal opportunity to establish and

operate domestic satellite communications facilities by adoption of the

following guidelines:

..tv!--CEs F,
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(1) Facilities to be established by independent entities for their
own private use should be required to demonstrate only the financial and
technical qualifications to implement their system proposals. There is no
valid public interest requirement in such cases to require a showing of
economic viability or optimization, nor should the potential economic impact
of such operations on common or specialized carriers be a factor in the
authorization of such facilities.

(2) Facilities to be established as part of a common-user cooperative
system should be authorized in accord with the same principles as for fully
independent facilities. However, to avoid restraints on competition, the
opportunity should be made available for all potential users of similar services
to participate without discrimination in such cooperatives as a condition of
their authorization.

(3) Facilities to be used by specialized carriers (i. e. , carriers having
no monopoly over switched public message services) should be authorized
under essentially the same terms and conditions as private or common-user
facilities. Furthermore, such specialized carriers should not be constrained
to serve as a "carrier's carrier" nor to share ownership of space or earth
station facilities with other carriers. We also urge the Commission to allow
competition to limit the rates charged for specialized services via satellite.
Specialized carriers should, however, be required to serve similar users
at equal rates and on a non-discriminatory basis.

(4) Facilities to be used by common carriers solely for the transmission
of switched public message services should be authorized under the same
terms and conditions that apply for terrestrial radio facilities. However,
facilities to be used by such carriers in the transmission of specialized message
services should be authorized only after a determination by the Commission on
each application, based on public evidentiary hearings, that no cross-subsidi-
zation between monopoly public message and specialized services would take
place in the development, manufacture, installation, or operation of such
facilities. This should not be interpreted, however, to preclude the legitimate
economies of joint-use: facilities.

(5) The use of leased facilities (satellite and/or earth stations) should be
authorized under the same terms and conditions as owned facilities, with the
responsibility for adherence to these conditions resting with the lessee. Rate-
regulated carriers should be permitted to include a portion of the lease costs of
such facilities in their rate base.

(6) Local communications common carriers should be required to
provide leased interconnection services for user access to earth stations at
reasonable rates and without discrimination.

(7) Potential harmful interference between satellite systems and terres-
trial installations should be resolved by the Commission according to
established procedures. Satellite operating entities should have equal status
with terrestrial users in interferance problems and in access to the radio
spectrum. To accommodate new systems or services, the Commission should
affirm its authority to modify or rescind, where appropriate, the operating
rights of established spectrum users (satellite or terrestrial) where this
would not significantly impair the quality of service or impose undue economic
burdens; we believe the Commission should require compensation of the
established users to be paid by the new entrant in such situations.

(8) The Commission may wish to establish a minimum acceptable earth
station diameter, such as 30 feet, in order to accommodate an adequate
number of initial United States domestic satellites in the 4 and 6 GHz spectrum
allocations without excessive use of orbital resources. Although it is very
unlikely that the number of satellites proposed during the initial filing periodwill approach the limit such a standard would impose, the standard should inthat event be raised. Conversely, if applications were well below this
number, and a reasonable case wce nade on econoeaic and.
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operations! grounds, the standard could be relaxed in specific cases. To the
extent possible within the state of the art, the satellite antenna radiation
pattern should encompass only the specific land areas to be served.

In a time of rapid technological, economic, and social change, we would be ill-
advised to adopt a definitive policy without the flexibility for future review
or to adopt an overly restrictive policy simply because of our inability to
predict future developments. We therefore recommend that the above policies
be adopted on an interim basis, such as three to five years, to permit vigor-
ous exploration and development of satellite service possibilities. During this
period, the Commission should monitor the industry structure, service
offerings, and rates to determine if natural monopoly or other conditions are
developing that suggest more restrictive entry conditions or warrant direct
rate regulation for specialized satellite services. At the end of the interim
period, a full review of the policy and industry structure should be made.

It is most important that the establishment and operation of domestic satellite
communications facilities be consistent with our obligations and commitments
to INTELSAT and the International Telecommunications Union, with other
foreign policy considerations, and with national security communications
requirements. With respect to INTELSAT, it is particularly important that
domestic systems not threaten the operational integrity or economic viability
of the global services provided through that system. It is also important that
provision be made for use of domestic satellite services by national security
and emergency preparedness agencies when appropriate. We are satisfied
that domestic satellite communications facilities authorized in accordance
with the preceding recommendations will meet all these conditions. We
further see no reason why the Communications Satellite Corporation, estab-
lished by Congress as the chosen instrument for United States participation
in INTELSAT, should not be permitted to compete for domestic satellite
service on an equal basis under the above guidelines.

Peter Flanigan
Assistant to the President

# # #



FOR IMMEDIATE RELEASE JANUARY 23, 1970

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

PRESS CONFERENCE
OF

PETER M. FLANIGAN, ASSISTANT TO THE PRESIDENT,
AND

CLAY T. WHITEHEAD, STAFF ASSISTANT

AT 12:00 Noon, EST.

MR. ZIEGLER: I think you have had a minute to
read over the statement in which the President announces
the Administration's recommendation on the utilization of
communication satellites for domestic telecommunications
services.

Peter Flanigan, Assistant to the President,
has been involved in the study group which led to this
recommendation. Tom Whitehead, on Mr. Flanigan's staff,
headed up the study group. They are here to discuss it with
you.

I think Peter can take it from this point.

MR. FLANIGAN: Ladies and gentlemen, the issue of
Federal policy regarding the use of satellites in domestic
communications has been unresolved since 1965. When this
Administration came into office, we determined that now
was the time to resolve that as far as the Executive arm
of Government policy is concerned.

Mr. Whitehead headed a working group that directed
itself for several months to the economic and technological
questions involved, and on the basis of those studies we
have worked to prepare a policy statement that was agreed
upon by the agencies in the Federal Executive branch that are
involved in these matters.

The proposals were sent today to the FCC, which
will now consider, presumably, filings for the establishment
of satellite systems. They will determine whether or not
they agree with this policy statement.

It has, for your information, been discussed with
Chairman Burch. It has not been put before the whole
Commission. Chairman Burch has not committed himself. He
said he sees no objection to it, but it would be improper
to say that the FCC agrees with tha complete policy.

The statement you have recognizes that a flexible
policy is necessary if we are to stimulate to the most extent
innovative effort by private industry. We encourage
commercial systems to be put UD as soon as they are economic.
We don't attempt to direct private industry to put them up
before they themselves believe they are economic.
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We very much stress the need to set up a domestic
satellite system so that it will be competitive. We think
that in this area, particularly with regard to special services,
that competition can be the regulating factor with regard
to rates.

We further recognize that this is an area in which
technological change will be very fast. We will know a great
deal more about it in a few years. The economics of it are
still all prospective, at least as far as domestic communications
satellites are concerned. We will know more about that in a
few years and we recommend that after some experience in
these areas are gained, they again be reviewed by the FCC.
We are not trying to establish for all time what we think
the approprIate policy should be.

Because the subject has been discussed over a
period of time, I am sure some of you have some familiarity
with it, ard have a few questions you would like to ask.
We will be happy to give you any answers we can.

When you speak of satellites for domestic
use, domestic satellite systems, you are speaking of satellites
for communications within the United States?

AR. FLANIGAN: That is correct.

As you know, we already have them abroad, run
by INTELSAT, of which COMSAT is our member and is operating
that system.

As for wanting this competitive, does this
mean that your position is that somebody other than AT&T
should be operating satellites? I mean, somebody as well
as AT&T?

MR. FLANIGAN: We say they may operate satellites,
not that they should. If they have an economic venture, they
would like to engage in, they certainly should have the
right to do so.

For instance, if somebody wanted to put u? a special
service satellite to carry television channels to be used
for massive movement of data for computers, there is no
reason or earth in our view that they should not have the
right to establish such a system.

I use this only as an example, but if a net-
work, for example, a broadcast network, T.V. and radio,
wanted to put up its on satellites, it is this paper's position
that they should be so allowed to do?

MR. FLANIGAN: That is correct.

Would this also include ownership and operation
of ground stations?

MR. FLANIGAN: Yes, it is a system.
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How many separate systems do you think can be
accommodated?

MR. WHITEHEAD: We looked at that in quite a bit_
of depth and it depends on a lot of factors, such as standards
for antenna diameters, locations of the systems, which
parts of the United States you want to serve. We concluded
with the current economic state of the art, and serving the
contiguous 48 States, that on the order of 15 to 20
satellite systems could be accommodated.

Is that just satellites or satellite systems?

MR. WHITEHEAD: Satellites.

How many systems?

MR. WHITEHEAD: That depends on how many satellites
you want in your system. One system might have one satellite
serving the contiguous United States and maybe another reaching
out into Hawaii and Alaska. When you start talking about
Hawaii and Alaska, you open up new orbital times.

Did you say could or should be accommodated?

MR. WHITEHEAD: Could.

You are saying that the highest number of
satellites you could have feasible over the United States
would be 20?

MR. WHITEHEAD: If you wanted to serve the entire
contiguous 48 States with one satellite, 20.

nil. ZIEGLER: I don't think that is clear.

Let me make an example. If I have a satellite
system and it requires 10 satellites to use this system and
put it up, does thatmeen that there will be room for only
another ten satellites? How does this work?

MR. WHITEHEAD: What I am saying is that there is
room up there for 15 to 20 satellites that will each cover
all 48 contiguous States. A system that employed
ten satellites would leave room only for ten more. However,
it is important to realize that not every satellite has to
cover the entire contiguous 48 States.

You mean there is only enough room up there
for 20 satellites? There is a lot of space.

MR. WHITEHEAD: It depends on the antenna diameters,
the power of the satellites. The 20 figure I gave you is for
the current state of the art. We feel it is quite feasible
to expand that with larger antenna slzes, with more powerful
satellites, so that the resources could be expanded to
cover 40 or 50 satellites.
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How about regional systems, like a system
covering New England, would that add to that 20 or so?

MR. WHITEHEAD: A system covering New England only
would not have to use one of those 20 slots.

In other words, if you are willing to double
your investment to cover the entire United States, you would

have room outside of the space for the 20?

MR. WHITEHEAD: That is correct.

In the old days, they were saying these
satellites would make possible ten cent calls all across the

United States -- a call anywhere would cost ten cents, and

you would almost eliminate the fixed rates. Is that sort
of rate reduction in prospect now?

MR. WHITEHEAD: I truthfully don't know. It would

depend on the economics of how the telephone companies used

it in their system.

How radical an effect is thissping to have on

the cost and the convenience?

MR. WHITEHEAD: Based on our study, we are uncertain

whether or not telephone companies will find satellites

useful for their providing of telephone service. It is

very likely, therefore, that this will have no impact.

What is the big impact, CATV?

MR. WHITEHEAD: Distribution of television signals

and high speed data.

Can you make a similar statement about tele-

vision? How soon might a network put satellites up and what

advantages might that bring to television?

MR. FLANIGAN: Let me bring up the fact that

the 1965 date was the date that ABC suggested they wanted

to put up their own system. That is an idea of the kind of

enthusiasm.

Tom, why don't you follow that up.

MR. WHITEHEAD: The current estimates are that we

could have a system in operation in two years.

do that?
Is it economically feasible that they might

MR. WHITEHEAD: I don't know.

What advantages would that be to somebody's

television reception?

MR. WHITEHEAD: Essentially, none.

MR. FLANIGAN: I would like to get back to telephone

call rates. That is a question that ought to be directed to

the FCC who controls those rates. They have been authorized

to make a substantial investigation in the systems and

that will continue to be in the telephone companies' rate

basis for the determination of rates.
nORE
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• What we are getting at is a question of logic.
Does it not stand to reason that if a telephone company
would employ a satellite for longline calls that the cost
of these calls should go down?

Or the profit of the company go up?

MR. FLANIGAN: If the investment in the satellite
provides them with an ability to service the calls cheaper
with regard to their whole system. I would think on the
rates of users, that is a problem that the FCC addresses
itself to and it is not one in rate cases, as you gentlemen
know well, that the White House should involve itself.

• Could I ask you about one of the key sentences
in this statement? It says it is concluded that the Government
policy is that we should go ahead with this, but there is no
reason to call for an immediate establishment of a domestic
satellite system as a matter of public policy.

That leads me to infer that somebody was in favor
of this public policy of a satellite system. Could you give
us a little background on that?

MR. FLANIGAN: Admittedly that sentence was added
later and it was added for the reason that we are trying
to say here that what we are clearing up is the Federal
policy with regard to the use of these things. We are
anxious to say now that our policy should not be inhibitant
to the establishment of such a system by private enterprise.

We are not trying to suggest that now is the time
they must do it. They have to make up their own minds,
based on the economic results to them of establishing a
satellite system.

Was there a faction or a force in the communi-
cations community that said it ought to be done as public
policy?

the rublic?
MR. FLANIGAN: Do you mean it ought to be done by

Q Right.

MR. FLANIGAN: Well, there was a point of view that
one system only, strictly regulated, made available to all
users, was a solution here. We thought that that was not
as flexible, would not serve as well the public as the
availability of the systems proposed here.

Wasn't that point of view advanced by COMSAT
primarily and by AT&T at first?

MR. FLANIGAN: I think that is correct. They are
aware of this, and perhaps are not universally enthusiastic.

They were briefed on this; I understand,
yesterday. Were both COMSAT and AT&T briefed on this in advance?

MR. FLANIGAN: They have been informed. AT&T came in
to see us and asked what was going on and we told them. It
is interesting. This has not obviously be unknown in the
communications industry that this problem was being considered.
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AT&T told us when they came in here and requested an
opportunity to talk to us, that their own position had
changed rather substantially by virtue of this study,
and that they were not discouraged by the direction in
which this study was going.

• Why should AT&T have any advance knowledge
of the findings of this study?

MR. FLANIGAN: Because they called and asked about it.

If I called and asked, would I have gotten
that advance knowledge?

MR. FLANIGAN: If another communications company
called up and said they would like to express their opinion
with regard to the study that was broadly reported to be
underway, we would have said we would be glad to have your
opinion.

But what you are saying is that you gave
AT&T information about what was in your recommendation,
which is different, I think.

MR. FLANIGAN: When they came in and said we
believe that initially there ought to be one single system,
we said, well, there is certainly an alternative to that.
We think that you have to equally consider several systems
with free entry, and they have continued to give us their
opinion on this thing, and we have discussed the alternatives.
We did not release to them, to my knowledge, the results
of our policy discussions.

I thought that is what you were saying you
did yesterday.

MR. FLANIGAN: I did not say that.

Didn't Mr. McCormack from COMSAT come over
yesterday for a briefing?

Relations.

MR. WHITEHEAD: We discussed it with him.

How about AT&T?

MR. WHITEHEAD: We discussed it with them.

Q Who is the AT&T representative?

MR. WHITEHEAD: Their Vice President for Government

• What is his name?

MR. WHITEHEAD: Mr. Crossland.

0 How binding is this policy on the FCC?

MR. WHITEHEAD: It is not binding. The FCC is the
regulatory agency, and this is our recommendation to them.
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Q When will they decide on this?

MR. WHITEHEAD: The Chairman has indicated publicly
that he puts this high on his agenda.

How high?

MR. WHITEHEAD: You will have to ask the Chairman.

Does he have to have a request from some
specific agency before the FCC can act or can they issue a
statement of public policy first, and then entertain requests
to go ahead with the system?

MR. WHITEHEAD: I believe they can do it later.

You said a moment ago we can have a system in
operation in two years. What do you mean by that, one domestic
system?

MR. WHITEHEAD: I am saying that from my conversations
with the communications companies they indicate that it is
technologically feasible to have a system operating in
two years. It takes a two-year lead-time.

How do you respond to the COMSAT position that
it is the only one under law that is entitled to launch a
commercial satellite under its charter through the Congress?

MR. WHITEHEAD: Well, COMSAT has never really taken
that position formally. We considered it at first, in
looking at the act, and we concluded to the contrary.

You say no legislation is needed for this?

MR. WHITEHEAD: That is correct.

How are people going to get satellites launched?

MR. WHITEHEAD: NASA would provide launches on a
cost reimbursable basis.

Q Are they authorized to do that?

MR. WHITEHEAD: They believe they are.

MR. FLANIGAN: Didn't they do it for COMSAT?

MR. WHITEHEAD: Yes.

MR. FLANIGAN: There are others who requested it,
and they believe they have the right to do it.

Could the networks combine to put up one system
which all of them could use or would each network have
to put up a system of its own?

MR. WHITELEAD: Under this this policy, it would be
their choice.

They could do either. But it is technically
possible for all to use one system?

MR. WHITEHEAD: I believe it is.
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Q Are there any anti-trust implications in that?

MR. WHITEHEAD: Yes, there are. In the memo to the

Chairman, you will see a requirement that if a group of
common users get together to set up a system, we believe
there should be some policies that require them to allow
some other similar user to come in.

Have they not indicated they want to do that as
a threat to AT&T?

MR. WHITEHEAD: I don't know about their motives,

but I think they are considering whether or not they want to

do it.

Would this see the reduction of use in coaxie.1

cables, microwave and other systems in commercial television?

MR. WHITEHEAD: No, we did not get into that at all.

We were talking about how people should be allowed to get

into the satellite business.

What is the criterion for somebody who wants to

file, economic or technological?

MR. WHITEHEAD: That is set out in detail in our
memorandum.

Is there a domestic satellite available now?

MR. WHITEHEAD: No.

• They are all international?

MR. WHITEHEAD: Yes.

What is the possibility of the establishment

of this for a public television network?

MR. WHITEHEAD: Well, I think if a system is set

up for distributing television signals by COMSAT or AT&T
or any other concern, I assume the public television network

could buy space on that system. If the networks get together

to set up their own jointly-owned system, then I think the

corporation would consider joining with that.

• What is the relationship of the domestic
system to the INTELSAT system, as far as your policy is

concerned?

MR. WHITEHEAD: There is really no necessary

connection. It has to be technically compatible, of course.

• Would the Ford Foundation subsidize public

television with the network fees? Is there anything parallel

to that in this?

MR. WHITEHEAD: As you know, the FCC is concerning

itself with the question of rates for the corporation, and

we view that as a separate matter.
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MR. FLANIGAN: It just is not touched here.

On the cr2estion of rates, could I get some
clarification? In saying that economics should determine
the rates, does this mean you are recommending the FCC
should have no rate-making authority in the domestic satellite
operation?

MR. FLANIGAN: That doesn't suggest it with regard to
telephone companies and the like. We are saying if a satellite
system is there, such as one that is set up to carry masses
of information for computers, that should not be regulated.

• But only the telephone aspect should come
under rate regulations?

MR. FLANIGAN: That is right.

MR. WHITEHEAD: We are saying that they should allow
competition to regulate until they see some reason to come in.

Q Don't all these have to go through the FCC first?

MR. WHITEHEAD: Yes.

• And therefore, wouldn't they be in a position
in the judging process to determine whether the rates are
reasonable?

MR. WHITEHEAD: That is right, they would be. What
we are saying is that on specialized systems, that should not be
a consideration.

Q What are the advantages of the system if it
doesn't include the TV and doesn't do anything to the telephone
business?

MR. WHITEHEAD: It presumably would give some of the
users of telecommunications system more flexibility and
economic savings. We assume these economic *savings would
be passed in someway to the general public.

• What makes you say that?

MR. FLANIGAN: Competition.

• Mr. Flanigan, on the advantages, the theroretical
advantages, would they include being fool-proof, as far
as weather is concerned, do you know?

Let me go a step further, It is traditional in
our country that during bad weather, snow and ice, in
Washington and other parts of the country, that telephone service
conks out, and families are stranded. Is it possible that our
telephone systems could fall back on a satellite, for
example? That is why I asked is it fool-proof.

MR. WHITEHEAD: It is not fool proof. Satellites
have different weather problems than others.
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So that is not what you have in mind?

MR. WHITEHEAD: No.

How many circuits could one of these domestic

satellites have, how many transmission costs operate out of it?

MR. WHITEHEAD: That is a pretty technical question

depending on design, system parameters and so forth.

MR. FLANIGAN: What we have proposed to the FCC is the

Executive branch's policy with regard to the use of domestic

satellites. It is up to them now to determine whether they

agree with this policy and to accept applications from users

and for the users to determine whether it is in their

best interest now to build one of these systems.

THE PRESS: Thank

END (AT 12:28 P.M. EST.)



Tuesday 1/13/70

3:20 James Baurngarner, Area Space Daily, called. He asked Eva to

comment on whether the article by Steve Aug in the Star today was

true. Eva told him she had not seen it and could not comment on

it. She told Mr. Baumgarner his name would be added to a list of

reporters to be called when the Domsat report goes out.

293-3400
Ext. 232



MEMORANDUM

THE WHITE HOUSE

WAS

January 13, 1970

MEMORANDUM TO TOM WHITEHEAD

-FROM: Dale Grubb (!1 kcl

SUBJ: Request for Memo on Communications Satellite

Mr. Frank R. Hammill, Jr., Counsel on the House Scienceand Astronautics Committee has requested a copy of the"Whitehead Report" or memo on the Communications Satel-lite program about which I spoke to you.

Would you be kind enough to have a copy mailed to himwhen it is available for release?

Many thanks.
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