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MEMOR NDUM FOR

November 24, 1971

Mr. Henry A. Kissinger
Mr. Peter Flanigan

have review d with OMB, State, and FAA the status of the FAA/ESRO

Aerosat negot ations and our options. The Memorandum of Understand-

ing has reach d final draft form, and France, Germany, the UK, and

Italy are prep red to sign.

Our options are:

1. Instruct F A to sign.

2. Delay signat e and renegotiate with a broader group of
nations.

3. Do not sign and po tpone the issue for a year or more.

For the reasons attached at T A, I cannot in good conscience
recommend that we instruct FAIL to sign the MOU in its present form.

It is my judgment and strong feeling that the domestic economic and

political issues, and the overwhelmi4).0 precedent for international

communications that will be established far outweigh the short-run

unhappiness of the space and communications ministries of the half-

dozen or so affected European governments. Furthermore, I believe

the specific management arrangements will produce more contention

than cooperatior internationally and that the Administration will be

seriously embarrassed in trying to defend this program against strong

criticism in the Congress next year.

I believe the President should be apprised of these issues before a

decision is reached to proceed. If you decide that is not feasible,

and if you also decide that the short-run international aspects outweigh

the issues and consequences I have brought out, I will go ahead and

instruct the FAA to sign at the scheduled time.

At ch.

Clay T. Whitehead



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

November 24, 1971

MEMORANDUM FOR PETE PETERSON

DICK ALLEN

SUBJECT: Aerosat

Per our earlier conversations on Aerosat and its potential
impact on the future of U.S. private telecommunications

business, enclosed are:

1. Whitehcad to Flanigan memo of October 13, which

is the best summary I can find;

2. Comsat to Flanigan memo of Nove-Jper 18;

3. Exchange of correspondence bet.,,:een PGP and Whitehead.

Tom Whitehead and I are trying to sec Al Haig to discuss
Henry Kissinger's position that we must sign the Memorandum
of Understanding with ESRO, presumably because to do other-
wise would overly-offend our allies and call U.S. negotiating
credibility into question.

In addition to the problems cited in the enclosed memos,
we have budget problems for FY73 with the latest FAA shift
to a direct government purchase approach.

Enclosures (3)

cc: Cap Weinberger
Pete Flanigan

Tom Whitehead,"

Donald B. Rice

Assistant Director
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MEMORANDUM FOR MR. FLANIG.AN

The issues which have arisen in connection with the Aeronautical Satellite

Program are of a broad and fundamental nature, and the program itself

is simply the current focal point. This Administration is committed to

creation of an environment which will foster new business opportunities

in the private sector, and I believe that space communications technology

Lu sufficiently advanced so that a wide range of new communications

services are now commercially viable. Several major communications

carriers and aerospace firms have expressed strong interest in con-

struction and leasing of facilities to provide for the needs of the aeronautical

community, and the maritime and public telei hone communities as well --

if the private enterprise institutional arrangements are reasonable.

The Europeans, s.nd especially the French, also recognize the commerclal

potential of this technology and the leading role of the aeronautical satellito

program in gaining a lead in the broader market. The Europeans have

a twofold interest: first, their space industry hopes to aceuire and develop

technology from the United States and to obtain major concessions in t!...ci

manufacture of space and avionics equipment; and second, they wish to

exercise a disproportionately large control of not only the Atlantic portion

of the system, but also the worldwide ay6tcm. Accordingly, the institu-

tional arrangements advanced by the Europeans and accepted in large

measure by the FAA have been designed to achieve these objectives.

These arrangements include European power of veto for all program

management decisions, guarantees of an equal share in research, develop-

ment, and manufacturing activities for the space segment, and 50%

ownership of the resulting enterprise in conjunction with a U. S. contractor.

These proposed arrangements are universally opposed by U. S. commu-

nications carriers, aerospace industries, and air carriers. My Office

has been informed by all of the possible contractors that the "bizarre"

arrangements viitually prohibit investment of the risk capital necessary



for construction of the ayetem. Even the FA
A has recognized that the

arrangements are not workable and ie now proposin
g that the U. S.

share of the eystem be Government owned, with g
overnment-to-

government joint ownership and management.

Those issues are symptometic and typical of those w
hich arise between

the U. S. and European governments, especially France
, in all discussions

concerning electronics and communications programa. 
NATO is con-

fronted with an identical net of issues, and we have been in
formed that

the Europeans are closely watching events in the Aeronaut
ical Satellite

Program as a poseible precedent for NATO and other programs.

The FAA ond the Department of State will argue that the dis
cussions are

so far advanced that it is impossible to make alterations in th
e program.

I do not believe this to be the case. Although there will c
ertainly be

strong negativer reactions, in comparison to other new economic
 policies.

the effect will be 'alinimal.

There is great preesure from the Europeans and the State Dep
artment

to eet end the precedent of INTELSAT -- i.e., international 
communication

to be handled a e a joint venture among governments rather 
than as a

commercial activ!.ty. The INTELSAT arrangements are bad e
nough as

precedent, but they are nothing compared to this situation. It is my

firm view that the precedent that would be established by the current

FAA plan wil1 forecloee any chance we have to see international co
mmu-

nications develop as a private sector activity. I ern also concern
ed that

if on an iseue so clear cut as this we are not willing to be firm with the

Europeans and accept some tactical unhappinesn on their part, th
en we

will. not be able to etand up to the President's objective of developing

U. S. technology to the benefit of U. S. trade and economic strength.

(I note one example in passing: We are now getting cables indicat
ing that

the Europeans would like to see this kind of arrangement to see the

aeronauticel satellite arrangements serve as the model for post-Apollo

apace cooperation broadly.)

In adaition to the substantive issues above, I must make it clearly under-

stood that the effectiveness of the Office of Telecommunications Pol
icy

au on Executive Office will be seriously compromised if the Aeronautical

Satellite Program continues on its present course -- directly con
trary

to policy guidance we established with the unanimous agreement
 of ell

concerned Executive Office agencies.

cc: Mr. Whitehead

Dr. Mansui

ty
Clay T. ,Vbitehead
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JOSE?H H. MCO, ;L
Chairmen of the E: rd

NoveMber 18, 1971

Mr. Peter Flanigan

Assistant to the President

The White House
Washington, D. C. 20500

Dear Peter:

know that you have been closely aware of Comsat's

interest in seeking to provide aeronautical communications

services to meet the growing need and requirements for such

services. Comsat's interest and investment in all aspects

of an initial commercial aeronautical communications satel-

lite system have now extended over a namber of years. We

are,- therefore, greatly disturbed at tie apparent conclusion

of the FAA that it is now planning to proceed on the basis

of a government ownership of the satellites and that it is
seeking budgetary approvals for such a system.

As you know, Comsat, although a one hundred percent
private stock company, is limited specifically by statute to
the field of satellite communications. Since our establish-
ment we have vigorously pursued the economic development of
reliable commercial services including satellite communication
services to aircraft in trans-oceanic flight. We have invested
considerable resources over the last several years in the
development of aeronautical services and have submitted four
proposals to provide this service to the U. S. government and
commercial airlines. These proposals were based on extensive
prior discussion of requirements with officials of the govern-
ment concerned with aeronautical communications. We have
offered to provide the desired services on a commercial lease
basis where we provide all investment and guarantee the service;
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Mr. Peter Flanigan - 2 November 18, 1971

the customer(s) would pay only when the leased services are

available, and for the time that they are available, for the
duration of the lease period.

In making the corporate investment on which these prior

proposals were based, we have been guided by the established

government policy to utilize commercial communications ser-

vices when available rather than investing in government

owned and operated equipment. We were encouraged when the

Office of Telecommunications Policy, after eviewing the

aeronautical satellite question, restated on January 7, 1971

that it is the government policy to proceed with the program

and lease services rather than buy and operate equipment. We

have, therefore, continued to expend our resources since this

reaffirmation of policy, and believe the reversal of such a

decision now would not be in the public interest and would be

grossly unfair to our stockholders.

*I am aware that the terms and details of a proposed U.S.-

European Agreement which is being constructed tends to cloud

the essential issues, and I wish to emphasize several funda-

mental points for your consideration:

Comsat is willing to provide any aeronautical service(s)

presently being contemplated for the proposed aeronautical
satellite program, in any of the frequency ranges being con-
sidered, on a fixed-price leased-services contract(s), for

a guaranteed service, without the necessity of government
investment. The only limitation on the quantity or quality

of service to be provided is the technical state-of-the-art,
which is unrelated to a lease or buy decision. The only
research and development involved lies in the way the communi-
tions links through -the earth stations and satellites would

be used and not in the satellite technology.

While the terms of the proposed U.S.-European Agreement
obviously present serious impediments to a U.S. government

lease of aeronautical services, sit must be emphasized that



-Mr. Peter Flanigan - 3 NoVember 18, 1971

these impediments are the direct consequence of the parti-
cularly bizarre management arrangements provided by the
proposed Agreement. They are not at all necessary con-
sequences of a leased-services approach. We would be
quite willing to invest in a partnership in which the
partners have equal voice in the selection of subcontract-
ors and vendors, the technical designs, adequacy of accept-
ance tests, etc., where the decision and direction is in
equitable proportion to investment risk. Obviously we
could not accept technical direction from a third party
over these matters affecting our investment.

Regardless of the scope of the initial program, the
total investment required and the realizable satellite
lifetime clearly supports the expectation that additional
customers could make use of these services, including some
.airlines. We can, therefore, see no conceivable reason
why the initial program should not be based on a common
carrier approach. In this manner, not only could additional
clistomers easily be accommodated but the cost to the govern-
ment minimize, since the depreciation of ground equipment

would extend over more than the lifetime of the initial
satellites.

In summary, we have invested our resources on the basis

of published and reaffirmed U.S. government policy of leased
services, rather than government investment and ownership.
If the service is available commercially on a fixed-price,
guaranteed basis, how can it be justified on a research and
development basis, or on a government-ownership basis? Is
consideration of leased-service to be dismissed on the basis

of one particularly complex approach to a lease arrangement,
. without even considering letting the investment partners make
the partnership arrangements on the basis of their investment?
And finally, when it is obvious that a successful aeronautical
satellite program can provide services to a number of users,

including commercial airlines, within the reasonable lifetime
of the first generation of aeronautical satellites, how can
any approach except that of a common carrier be justified?
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Mr. Peter Flanigan - 4 November 18, 1971

• I have not wished to impose on your time at this
 stage

by including in this letter a point-by-point analysi
s of the

many and substantial respects in which we believe the
 arrange-

ments proposed by FAA are impractical, and we believe
 contrary

to the public interest. We would be glad to provide such an

analysis in writing or orally, if you believe it would
 assist

the decision-making process.

Finally, an important point should be emphasized. Our

discussions with FAA and the airlines that have ensued over
 a

number of years up to these recent proposals have requi
red us

to perform substantial planning and development work f
or the

offering of aeronautical communications services. In the course

of this work we have incurred system development costs
 in excess

of one million dollars ($1,176,000 as of September 30, 
1971),

which now stand on our books. These costs must be written off

in a single year, if the Government proceeds in the 
fashion

proposed by the FAA. We think it is a liscouraging commentary

on the seriousness of purpose with whiC.1 the Gover
nment views

the mission of this Government-sponsorel corporation, tha
t, as

a result of actions of the Government itself, we should be
 re-

quired to write off the costs of our efforts to develop a
n

aeronautical communications system which would benefit pr
ivate

and Government users alike.

cc: Mr. C. T. Whitehead

••

Sincerely,

Joseph H. McConnell



THE WHITE HOUSE

WAS

October 14, 1971

Dear Tom:

I appreciated your recent memorandum bringing me up-to-date

on the latest developments in the Aeronautical Satellite Program

(AEROSAT).

As you know, I am extremely interested in situations in which

the U.S. may be involved in transferring technology abroad with-

out reaping the full, commercial benefits that should flow to the

U.S. from such transactions. Because my familiarity with the

many complex technical and foreign policy issues at stake in

the current AEROSAT negotiations is far from complete, I am

not able to judge the merits of the specific recommendations

that you have made in your memorandum.

I do agree, howevor, that the appropriate Exec.itive Offices,

perhaps headed by OMB, should review the situation within a30-

day period and examine the alternatives to the present course of

action.

Best regards.

Peter G. Peterson

Assistant to the President
for International Economic Affairs

The Honorable

Clay T. Whitehead

Director
Office of Telecommunications Policy

Washington, D. C. 20504



MEMORANDUM FOR

September 24, 1971

Mr. Peter Peterson

Improved over-ocean aviation communications through the use of

satellites has been discussed since 1966, but financial, institutional,

and technical problems retarded pro.sTress. In October 1970, an

Executive Office Working Group Wail formed to review policies under

which the program should proceed, and the resulting Administration

policy was set forth in a statement released on January?, 1971. The

policy and a subsequent interpretation by letter of July 12, 1971,

included the following points:

• Projected increases in interna .ional air traffic will .require

unproved communication services afforded by satellites

In the Pacific and Atlantic Occans in 1973 and 1975.

respectively.

o Satellite communication services renuired by the FAA

should be leased from the private sector and should

be procured by international competitive bid.

o Any institutional arrangements for the procurement of

services should not be inconsistent with evolution of a

multiple user communication service (e. g., aeronautical

and maritime), although sinificant program delay is not

warranted to foster such service.

0 International cooperation should be encouraged in the

extent consistent with the above objectives.

This policy statement met with wide approval in the aerospace industry

and with. the communications carriers since it-provided new opportunities

for applicrtion of aerospace technology and evolution of new service

--opportunities for U. S. industry.



Discusaions between the FAA and the European aviation and space

communitieo, initiated in June, 1971, have departed substantially

from the Administration policy. Theoe tentative arrangements

includes

1. Procurement plans and practices oriented first towards

extensive research and development /programs and only secondarily

to providing commercial communication service, and which_assure

European industry a substantial share (approximately 50% in the

production of system equipment.

2. Management policies requiring unanimous agreement for

all program decizions and which aro designed to asoure production

and technology

3. Ownerehip arrangeneenta requiring Joint and equal ownership

-of the nterprise by a European government entity (European Space

Research Organization) and a U. S. commercial firm.

4. in exc lange the Europeans have agreed to pay 5073 of the

cost of the program, cutirr.ated to be. .$125-1140 million. The U. S.

char* of title limited program would be $60.70 million.

The reaction of the U. S. communications and acronpace industries

to the FAA/Chit° diecuszions has been univercally negative. Most

have formally expressed z.,.n unwillingness to ziek venture capital

because of the "bizarre" management and ov.etership provisions.

The air carriers, both U. S. and internatiorial, being uneympathetic

to any satellite program because of current operating lossen, are

.ejLaeciallz opposed to the proposed joint FAA/1.,:SP,0 program because

of its government ownerchip and anticipated higher costs. The

proposed program does bring in European money, but is far more

costly than the competitively bid program originally onvieaged and

is likely to result in higher U S. Government outlays overall.

Nevertheleee. the State Department and FAA support the tentative

arrangemente because of "our exieting commitments and our foreign

relations _interest, " and ESS.'0 and the several 1.:;uropea.n vovernretents

vier, the program as beneficial to European *ace technology and

ecitnrrt cr c



A. agreed, we have directed the FAA to suspend neg
otiations with

the Europeans pending an Executive Office review
. Because the life-

time of the proposed pre-operational satellites is su
ch that any

Institutional agreements formulated now will continu
e through the next

decade and establish important precedents, our prop
er direction at

this time is crucial.

There are two central issuest (1) Is the U.S. Gov
ernment willing to

appease the European desire to bolster their electro
nic and aerospace

industry at the price of severely limiting U.S. ind
ustry's opportunity

to compete and to utilize U.S. -developed technology t
o the economic

advantage of the U.S. ? (2) Does the U.S. wish to enc
ourage

international colamunications to develop on the Int
elsat model of a

jointly-owned, .;ointly-managed international organizat
ion or to

encourage a cooperative but private enterprise f
ramework?

I believe the answer to both question is clearly no -- 
especially while

this Administrz-cion is in office. I further believe we are faced with a

clear challenge by the Europeans, the State Department
, and FAA, to

the Presidentlt, determination in this area.

I propose to rcquest the FAA to redirect the 'program to b
e consistent

with the objecti?es expressed in the Admini:Itration's policy
 of

January 7, 1971. This will require:

1. Alter I.tion of the proposed management arrangement
s to a

"Joins" program restricted to coordination, -and with space ea
gment

services provided by the private sector.

2. Reaffirmation of the principle of competitive bidding to

assure optimum price, quality, and delivery for oquiprnent and

services.

3. Decinions regarding ownership of the space segment be

reserved to private management choice and initiative, and withold

U.S. Government guarantees of ownership to the Europeans.
••111.

4. Careful distinction be drawn between prerogatives that rnay

lid afforded uoers of the system and the rights attributable to own
er-

ship or any part of the system to assure an environment favorable to

private investment incentives. -



.4.,

Alteration of the tentative FAA/ESRO arrangements at this time will

upset the European _space_ community. Since ESRO is closely_coupled

to the European governments, we may anticipate an unfavorable reaction

from the French and German governments, and to a lesser extent the

U.K. The commercial international air carriers will, in general,

support any move which reorients the program toward aviation rather

than space research and development.

I believe that the United States can by adept negotiation minimize the

effect on the European nations. If ne7.otiations with the Europeans do

not result in satisfactory arrangements in a reasonable time, we

probably would elect to proceed unilaterally in the Pacific basin, for

which the U.S. has air traffic control responsibility, and simply defer

implementation of the Atlantic basin program. We would, of course,

continue to seek technical coordination. And, of course, U.S. industry

- 'would:tali.° a significant leg-up in getting the Atlantic basin business

if this occurred.

I would appreciate your views by Wednesday, 29 September.

DD Chron
DD Records
Mr. Whitehead
Mr. Thorne11

GE'Mansur/twin Sep 71

Clay T. Whitehead



DRAFT/GFMansur/dgm

November 23, 1971

TO: Tom

FROM: George/Brom

SUBJECT: Aerosat Meeting, November 22nd

The aerosat meeting was attended by:

Dr. Mansur

Mr. Bromley Smith

Gen. Lundquist (FAA)

Mr. Israel (FAA)

Mr. Don Rice (OMB)

Mr. Roger Adkins (OMB)

Mr. Bert Rein (DoS)

Mr. Tom Nelson (DoS)

Mr. John Walsh (NSC)

The meeting was focused on two issues:

1. Determination of where we stand with respect to:

a. Status of the Draft Memorandum of Understanding

(MOU).

b. Understandings with Europeans concerning the

U.S. Government's review process.

c. Estimated program costs and budget requirements

for FY 73 thru 75, and

d. The specific provisions of the Draft MOU

relating to program control, procurement,

ownership, and use.

2. Discussion of the options now available to the

U.S. Government with respect to negotiation of

changes and evaluation of effects on foreign relations.
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The following is the essence of the discussions:

1. Both State and FAA agree that the Europeans clearly

understand that two levels of U.S. Government

review, Executive and Legislative, are necessary,

the former already underway.

2. The Draft MOU has been completed as a result of

last week's discussion with the Europeans.

3. The proposed date of signature for the MOU is still

publicly acknowledged as 1 December, and industry

briefings for the program are still publicly

scheduled in Europe on 3 December, and in the

the U.S. on 6 December. However, there is private

agreement between the U.S. and Europeans that these

dates are unrealistic.

4. Program funding has been authorized by the

European governments.

5. Australia, Canada, and Japan are expected to

join the joint program at a cost of $4.0 M. each.

They enter the program without ownership rights.
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6. The Draft MOU provides for Government ownership

by the U.S. as well as the Europeans.

7. There is agreement that the Draft MOU is inconsistent

with the 7 January policy.

8. The estimated program cost is $125-140 M. This

will require expenditure of $15-17 M. in FY 73

and obligation of $80 M. for the space segment and

$30-45 M. for boosters in FY 73. The obligations

of the U.S. are one-half of the total obligations

stated above.

9. The FAA has requested funding from general funds

and does not believe it is possible to reallocate

funds from current requests.

1 10. ESRO has veto authority for program decisions.

It is not clear whether individual member states

of ESRO can exercise the veto.

hI 11. The contract terminates 1 January 1980.

12. The program includes procurement of test avionics,

two earth stations, 6 spacecraft, and 6 boosters.

-3-
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/13. The draft MOU requires that hardware equivalent

to one-half of the value of the contract be

procured in Europe.

14. The Europeans and the U.S. will be co-owners of

the enterprise.

15. The FAA channel requirements include not only

requirements for ATC, but the FAA estimates of

channel requirements for company airline com-

munications. During the lifetime of this program,

channel usage to the air carriers would be pro-

vided by the FAA at no cost to the carriers.
..........000

A discussion of options which are open to the U.S. at this

time did not produce very useful information. The FAA,

State, and John Walsh stated that the only option was to

approve or disapprove the Draft MOU within the next few

days, and that a move to alter any of the provisions of

the DRAFT MOU or to delay the program while seeking alterations

to the Draft MOU for 2-3 months would be unacceptable to

the Europeans. In response to a question as to European

reaction to postponement, Rein said that the Europeans
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would read the postponement as an effort by the U.S. to

dominate satellite communicdions. ESRO officials would

take their case to higher governmental levels with the

result that the European governments might oppose ratifica-

tion of the draft INTELSAT Agreement; undertake contingency

planning for a separate system of their own, and put other
11111111101MMINommisimEMINM.......

unspecified pressures on the U.S. Mr. Rein concluded that

a deferment for two or three months would leave us no option

but to say yes or no at the end of the period. It would

create suspicion in Europe, which would be disadvantageous

to us if we finally accepted the MOU as drafted. Both

Messrs. Israel and Rein ruled out European acceptance of

an ATS-G experimental program as a replacement for the

Draft MOU, but said they would accept a cutback in scope

of the program, i.e., two satellites in the Atlantic and

one in the Pacific (reducing the program cost to $105 M.).

41.°°' Mr. Rein pointed out that FAA would not accept another pos-

sible option, ie., to cut the program back to the Atlantic

Basin only.

Don Rice stated that the Draft MOU would create serious funding

problems because OMB had been working on the assumption

that the program would involve leasing rather than U.S.

Government investment.
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THE WHITE HOUSE

WASHINGTON

November 22, 1971

MEMORANDUM FOR

PETER FLANIGAN

eLAy WHITEHEAD

FROM: W. M. MAGRUDER 04'4'‘

SUBJECT: AERONAUTICAL SATELLITE

1. As a follow up to our phone conversation regarding the

subject program, I have endeavored to definitize answers

to the critical questions offered by the concerned agencies.

You will recall these questions as:

a) Is it wise to offer joint program management

of the program as opposed to a "coordinated"

program providing some private sector incentives?

b) Will termination of the present FAA/ESRO tentative
arrvp.omr.nt en-rinriQhr riarnacyp internatinnal relations

in an area where the President has promised co-

operation?

c) Will a change in the FAA/ESRO negotiations delay,

to a hurtful degree, the ICAO approval of specifica-

tions?

d) Will a satellite navigation system, independent from

the airplane, really offer an Air Traffic Control

Advantage?

e) Is a technology transfer issue involved?

f) Will a U.S. alone program aid balance of trade?

g) Will the total program cost decrease if the U.S. goes

alone?



h) Will the UHF system offer a needed communication
advantage?

a) Joint FAA/ESRO Program 

In varying degrees of concurrence, OST, NASA, FAA, State,
ARINC, ATA, IATA and NASC support this joint program. OTP
would prefer less of a commitment to partnership, i. e. 50% of
subcontracting; 50% of program management and veto power.

b) Termination of FAA/ESRO Agreement Causin  International
Problems 

Again, with varying degrees of emphasis, OST, NASA, FAA, State,
ARINC, ATA, IATA and NASC feel that such action could cause
damaged relations that might have an impact on later ICAO nego-
tiations. OTP feels that this would be true, but not to a degree not
offset by the potential gains to the United States.

c) ICAO Specifications Approval Hurt by a Change in FAA/ESRO
Program?

All agencies appear to agree that there is some risk involved in
this area. OTP feels that the gains are worth the risks.

d) Satellite Navigation Systems Offering an Air Traffic Control
Advantage?

All agencies seem to feel that an experiment is worthwhile as long
as the basic experiment is to examine the communications advantages.
Most doubt that it can be proven that surveillance will do any more
than the redundant inertial systems that will already be in service
by the time the satellite is in place.

e) Is Technology Transfer Involved?

There seems to be some division here with OTP and NASC con-
cluding that we may be giving some technology away while OST,
NASA and FAA feel that the amount is slight, if any at all.

f) Will a U.S„ alone Program Aid Balance of Trade?

There now seems to be fair agreement that balance of trade is not
an issue.

-2-



g) Will Total Program Costs Decrease if U. S. Goes Alone?

Whereas, OST, FAA, NASA and State feel that the total cost to
the U. S. will not be cheaper if the U. S. goes alone, ATA is
concerned that whenever government agencies are involved,
costs increase and they will have to absorb the increase. OTP
and NASC feel that competitive bidding and a US alone program
would provide lower costs in spite of the cost-share arrangement
of the FAA/ESRO agreement. However, there is no detailed
study available to substantiate this position at this time. Recent
cost-share agreements with Canada, Australia and Japan indicate
some eagerness to participate in the two-ocean program, thus
lessening initial costs substantially.

h) Will a UHF System Offer a Needed Communications 
Advantage? 

All agencies are now in agreement on this. The L-Band-UHF
argument is behind us if we don't stir it up.

2. The disagreements now boil down to these points:

a) OTP feels we should not agree to 50% subcontracting
of R&D and production in Europe. An open, competitive
bid would bring more business to the U.S. since we
are superior in this technology and it would assure
higher quality.

b) OTP feels that an agreement to 50% joint ownership
of the entire enterprise is too restrictive. ESRO
ownership should be restricted to communication
channels to meet ESRO service requirements.

c) OTP feels that program decisions based upon unanimous
agreement in effect give ESRO a veto power. It may
also foreclose offering broad additional service to
maritime and telephone communities.

3. I have suggested a compromise solution:

a) The present FAA/ESRO project be approved on the
basis of one satellite for communication over the
Atlantic; a second satellite for redundancy.

-3-
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b) Use the two satellites for R&D only in both

communication and surveillance (Air Traffic

Control).

c) If the cost-share aspects indicate a third satellite

over the Pacific, this can be negotiated.

d) Let the final production and operating agreements

become an output of the R&D experiment.

OTP has examined this compromise and feels that the specifics

are not acceptable, but that something like it could be worked out.

FAA has examined the compromise and feels it could be negotiated

with ESRO without any bad side effects.

ATA and IATA have examined the compromise and feel that they

could live with it; however, they look upon the FAA as a natural

"enemy" and prefer NASA as the controlling agency (a natural

friend).

4. I recommend an early meeting with OTP, FAA and State

Department to resolve the differences and go forward. A glance

at the trade journal reports (attachment 7) shows we are rapidly

heading for another Tacan-VOR-Decca public row which I believe

can be avoided by a fast positive administration move forward

with an acceptable compromise this week.

5. The only alternatives to my recommendations which I can

see are:

a) To request FAA to renegotiate to the exact OTP position,

b) To select a new agency to negotiate to the exact OTP

position.

Either of these alternatives will cause a major disruption in the

negotiations, an ill feeling with the Europeans and an adverse

reaction by the U. S. and international airlines.

-4-
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OST POSITION ON THE AEROSAT POLICY QUESTIONS

a. Is it wise to offer joint government management of the program asopposed to a "coordinated" program providing some private sector
incentives?

//,// ;Ji •)

4
YES. This question is difficult to answer with a simple yes,. or no.
The real issue is here the choice of the best course of action for
this nation given the circumstances which exist. The FAA/ESRO
AEROSAT program is proposed to be managed by a jointly staffed
program office that would be located in the country that is the homebase of the prime contractor. Since the major teams that appearto be in a position to bid on the provision of this service are all ledby prime U. S. contractors, the location of the joint program officewould be in the U. S. European participation in the program wouldbe on the basis of government-to-government agreement but this
should not cause a management problem.

The opportunity for private sector incentives can be incorporated inthe statement of the RFP for this service. My discussions with
industry, however, reveal very limited interest in extending the
capability of this satellite at the expense of the contractor to
experiment with Marine services, the only area that has been identifiedas a potentially attractive opportunity for expanded services. The
so-called "coordinated" program that is suggested as an alternativeto the present proposed FAA/ESRO approach is poorly defined. AsI understand the OTP.positionc this program would permit one ormore contractors to bid on the provision of aeronautical serviceson a lease basis with the Europeans invited to lease circuits on non-
discriminatory cost per Circuit. I believn co_lch a prorarn is a
fantasy because the Europeans have progressed too far to accept anysuch proposal. They have both the capability to design and build anaeronautical satellite entirely within Europe and assurances of
launch services from the U. S. that would enable them to place such
a satellite into orbit. Thus, I see the only two alternatives availableat the present time as (1) a cooperative program similar to the onethat has been defined thus far by the FAA and ESRO or (2) separateand independent.programs with the U. S. in the Pacific and the
Europeans in the Atlantic. Given the number of votes that the
Europeans command in ICAO, it appears likely that international
standards for satellite aeronautical service communication would
be derived from the. European efforts rather than those of the U.S.The provision of avionic equipment for installation in the aircraft
is a significant market and could be supplied by U. S. manufacturers
in either ease, but it would be to our advantage to have a stronger
role in the establishment of operating criteria for the system.



Thus my answer to this question is "yes", because of what I viewas the realities of the situation rather than being based upon anabstract view of how the world ought to be in order to preservemaximum domination by the U. S. of this new service.

b. Will the termination of the present FAA/ESRO tentative agreementseriously damage international relations in an area where thePresident has promised cooperation?

YES. The European interests in cooperation have focused on post-Apollo, i. e. space shuttle activities, and certain other applicationsprojects of which AEROSAT is now the principal contender. Therehave been several extensive studies of the AEROSAT system fundedby the Europeans over the past 12-18 months involving three Europeanteams. • These teams of European contractors arc now joining withU.S. prime contractors to prepare for a bid in response to theanticipated RFP. My discussion with two of the U.S. primecontractors leads me to believe that the Europeans can make astrong contribution to the space segment of this system and willeasily have the technical expertise to share 50 per cent of the spacesegment work. Withdrawing from the proposed cooperative activitiesat this time will be viewed as having broader implications for othercooperative efforts, since the defined basis for cooperation and theEuropean competence is so strong in the case of AEROSAT.

c. Will a change in the FAA/ESRO negotiations delay, to a hurtfuldegree, the ICAO approval of specifications?

YES and NO. It is not clear from this question what thc extentof the "change" in the FAA/ESRO. negotiations might be. Certainlyif the change is such that a cooperative program can proceed butunder somewhat different conditions, I believe there would belittle impact upon ICAO approval of system specifications. LI,however, the change is from a joint or cooperative program withthe Europeans to separate and independent U. S. and Europeanprograms, there would be a prospect of delay in ICAO specifications.This delay is predicated upon the likelihood of conflicting designcriteria between the U.S. and European systems and the additionaltime that would be needed to resolve this conflict.

d. Will a satellite navigation system, independent from the airplane reallyoffer an Air Traffic Control Advantage?
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YES. This question refers to "satellite navigation system", but

I assume this really means indepealent surveillance vice navigation.

The technique for supplying both services would be somewhat similar

but would involve completely different instrumentation on the air-

craft. Availability of the independent surveillance of oceanic

aircraft would enhance the Air Traffic Control capability in much

.the same way it enhances the ATC capability over land. There

should be little disagreement on this question, but the major issue

is not whether it would offer an advantage; rather the issue is

whether this advantage is needed and at what traffic densities it

is needed. At the present time air carriers are rapidly converting

to redundant inertial systems for navigation on international routes.

The incidence of major dispersions in the predicted position of the

aircraft has thus been reduced dramatically over previous navigation

techniques. The airlines fear addition of a new requirement, e. g.

surveillance, because they are concerned about the potential

costs of avionics equipment necessary to provide this service.

The PSAC ATC Panel suggested a technical approach that would

permit surveillance with a relatively low cost (less than $1,000)

black-box on each aircraft. Given the size of the investment in

transoceanic air carrier aircraft the addition of this function will

not be a significant cost burden. In the case of the proposed

AEROSAT program, independent surveillance will only be conducted

as an experimental program by the FAA and will not involve any

costs to the airlines prior to 1980.

e. Is a technology transfer issue involved?

YES and NO. A I have pointed out in the earlier questions, thc

Europeans have three teams of contractors that are prepared to

participate in a joint program. Each of these teams seems to

possess the relevant background and expertise for successful

completion of the program. Overall management would be in the

hands of a qualified U.S. prime contractor and it is in the areas

of management expertise that some transfer is likely to occur

rather than forspecific technical items. A major unstated issue

in my view is the question of follow-on systems of an operational

nature. Certainly, if European participants have been successfully

integrated into a management structure for provision of the pre-

operational system, there will be a strong thrust toward a similar

arrangement for operational systems in the post-1980 period.

I see no alternative to recognition of European interest and involve-

ment in such systems and I believe cooperation at this stage may

head off unpleasant direct confrontation with Europeans if we try

to exclude them.
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f. Will a U. S. alone program aid balance of trade?

NO. Inth short term no significant export operations are involvedand in the long term an independent European system could reduceU. S. market operations.

g. Will the total program cost decrease if the U.S. goes alone?
YES and NO. As written, the answer must be YES -- that is, therewill be a decrease in total program cost if all done by the U.S.alone (or all by U.S. indsutry). However, if measured in termsof cost to the U.S. , the joint program would be cheaper and theanswer is NO.

Ii. Will the UHF system offer a needed communication advantage?
YES. There is universal acceptance that aeronautical communicationsfor oceanic areas must be significantly upgraded by 1980 and thatthe satellite is the best way to achieve this. There is wide agree-ment (the notable exception being the airlines) that L band (UHF)is the appropriate frequency for the satellite to aircraft link.





OFFICE OF TELECOMMUNICATIONS POLICY
EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C. 20504

DEPUTY DIRECTOR

November 18, 1971

TO: Bill Magruder

FROM: George F. Mansur '

My Aerosat file, as you may guess, is extensive, but I am attaching
a few items of correspondence which you may want to scan.

The two memos to Rose and David may be useful in explaining our
concerns. The four memos between OTP and Shaffer spanning the
period July-September may simply be interesting reading.

6 Atchs



OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON. D.C. 20504

DEPUTY DIFCTOR

November 17, 1971

TO: Jon Rose

FROM: George F. Mansur ...I/4
I

Attached are draft copies of memoranda 
which you discussed with

Tom yesterday. Also attached is a talking paper which was
 dis-

tributed at the Flanigan meeting on Aero
 sat 3 weeks ago; it may be

useful in providing a quick review of the 
program.

_In view of our conversation yesterday, it is 
not clear that the

memos should be dispatched to Kissinger an
d Flanigan until you

and Tom have talked further. We would, how
ever, appreciate your

comments concerning the validity of the views 
expressed in the memo.

I believe there are three options which have been 
enunciated:

1. Approve the tentative Memorandum of Un
derstanding on

grounds that foreign relations requires this 
coarse of

action.

2. As a first step, request the FAA (Shaffer) to co
nsult with

OTP to determine the feasibility of negotiati
ng revisions

to be more consistent with Administration object
ives.

From our viewpoint, this has the advantage of es
tablishing

an OTP overview but the substantive results woul
d probably

be minimal.

3. _ _Recognize that the draft#Memorandum o
f Understanding

embodies provisions which should be corrected and,
 as a

result, reorient the U.S. -European discussions to ac
hieve

a mutually acceptable agreement more consisten
t with U.S.

- -objectives. This approach would require:

a. A low key announcement that the draft Memorandum of

Understanding was under review by#the Administration.
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b. Postponement of joint program approval until at least

mid-January.

c. Changes in both the forum for negotiations as#well as

the substance. With respect to the former, we believe

that low-profile bilateral discussions would be essential.

As noted in earlier memoranda, the draft Memor
andum of Understand-

ing contains three apparently independent provisi
ons which we find

obic2._Ftionable:

a. Requirement for unanimous agreement in program dec
isions,

which in effect provide veto power to ESRO.

b. Guarantees of equal sharing of R&D and production t
o ESRO.

c. Equal and joint ownership of the enterprise by the ESR
O

and a U. S. industrial firm.

In truth, these provisions are not independent but a
re interrelated

such that any two of the three provide ESRO with contr
ol of this pro-

gram and of any commercial activity that may evol
ve.

We believe that b. and c., should be amended as fo
llows:

o Award contracts for services and hardware on a basis which

will solicit European participation but which is not man
datory.

Article X of the Intelsat Agreement is a suitable precedent

and provides for contractor evaluation, first, on the basis of

price, quality and delivery, and second, on the degree of

international distribution of work.

o ESRO o.nlyja.c.r..s,Jaip (or indefeasible right of use) of communi-

cations t ESRO service requirements is

acceptable; however owneLzhia..21. th 1d be

discouraed on several grounds, i. c., inconsistent with
.NONNVMM..•

private sector investment, and forecloses offering broad

additional services to the maritime and tele phone communities.

There are many precec ents for this approach in the inter-

national communications industry.

If b. and c., can, be structured properly, 
a,, is probably acceptable

to the U.S. and it may be tactful to yield on t
his point.
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As a postscript, I believe that many of our existing problems in space

cooperation are a direct result of our failure to structure a  well planned

Post-A2ollo activity which meets both U.S. needs and legitimate desires

of the Euroi-3=-Is f7r-raCio/ .77. 777. S. su...c_c_s_gliaz;wality. I wa' nt

to emphasize that This can alia should be done, and further it can be

compa1fh U.S, cornrncrcialexploitatn of cetechnolo y. If

we set our minds to the task, appropriate new Post-Apollo initiatives

can be defined and presented to the Europeans in the near-term. This

would tend to defuze current problems in NATO, aerosat, and space

shuttle.



MEMORANDUM FOR

SEP 2 4 1971

Dr. Edward E. David

Improved over-ocean aviation communications through the use of
satellites has been discussed since 1966, but financial, institutional,
and technical problems retarded progress. In October, 1970, an
Executive Office Working Group wan formed to review policies under
which the program should proceed, and the resulting Administration
policy was set forth in a statement released on January 7, 1971. The
policy and a subsequent interpretation by letter of July 12, 1971. in-
chided the following points:

o Projected increases in international air traffic will require
improved communication services afforded by satellites
In the Pacific and Atlantic Oceans in 1973 and 1975,
respectively.

o Satellite communication services required by the FAA
should be leased from the riva seT arid silayil4 be
procured by International competitive

o Any institutional arrangements for the procurement of
services should not be inconsisCent with cvolutiQngf a
multipleuser communication _xi se Irn rica (e. g., aeronautical
anc.1.....1_nazitimsd, althoughsignificant roi..2_21_•am delayis not
warranted to foster cuChjryi Ce.

o InternationD1 cooperation should be encourazato the extent
consistent with the above objectives.

This policy statement met with N-%,ido approval in the aerospace industry
and with the communications carriers since it provided new opportunities
for application of aerospace technology and evolution of new service
opportunities for U.S. industry.
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Discussions between the FAA and the European aviation and space
communities, initiated in June, 1971, have departed substantially
from the Administration policy. These tentative arrangements include:

1. Procurement plans at........2.121...0._.ctices oriented first towards
extensive research and develonment rroqrams and onl secondarily
tozj:syisijar.Lcor22_s_!rrn cd1.1,1 communication service, and which assure
European industry a substantial share (approximatelL5_97,) in the
production of ES yotern equi.7=.

2. Management policies rs2uirinim r

all program decisions and which are designed to ansx:_re production

and technology sharing.

3. Ov•• r an"). I'S re uirin
of the enterprise by a European government entity (European Space

Research Organization) and a U.S. commercial firm.

4. In exchange the E

Cod-Zitac ,
share of this limited program would be $60-70 million.

•

the
n. The U.S.

Ip

The reaction of the U.S. communicetionn and aerospace industries

to the FAA/ES.110 discussions has been universally negative. Most

have formally expressed an Inwillirignesu to risk venture capital
because of the Hbizarre" manarfement and 5.=.19a12121.2arcjz-j..11j,Dna.

The air carriers, both U. S. and international, being unsympathetic
to any satellite program because of curre-s-:: operating lessee, are

et.......111.y opposed to the proposed joint FAA/ESRO program because

of its government ownership and anticipated higher couts. The
proposed program does bring in European money, but is far more
costly than the competitively bid program originally envisaged and

is likely to rs23.2.11.ia. ler..11..._..Gov....9 overall.

Nevertheless, the State Department and FAA. support the tentative
arrangements because of "our existing commitments and our forriign

relations interest, " and ESRO and the several European governments

view the program as beneficial to European space technology and
commerce.
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Ai agreed, we have directed the FAA to suspend negotiations with

the Europeans pendinq an Executive °Mee review. Because the life-
time of the proposed pre-oporational satellites is such that any

institutional agreements formulated now will continue through the next
decade and establish important precedents, our proper direction at
this time is crucial.

There are two central issues: (1) Is the U.S. Government willinAto
een........wWww.mamenawes......••••••••••• 6.)

anease tbfzi_Eur aY ac ace
industry at the 7.4ty
to compete and to utilize -0.41,..gara.....djiarlagnisluzz..t2Alig_usz.n_Qythc

advantage of the U.S. ? (2) Does the U.S. wish to encourage

international _communications to develop on the Intelsat model of a

Jointly-owned, joint
encourage a cooperative but rivL.te.s.Lt=ziagizilmazzoxik2...

I believe the answer to both questions is clearly no -- especially while

this Administration is in office. I further believe we aro faced with a

clear challenge by the Europeans, the State Department, and FAA, to
the President's determination in this area.

I propose to requeot the FAA. to redirect the program to be consistent

with the objectives c.,rpregsed in the Administration's policy of
January 7, 1971. This will require:

1. Alteration of the proposed management arrangements to a
Ilj n " er r a TT) restricted tp oUiitiozi, and with space segment
services provided by the private sector.

2. Reaffirmation of the principle of  ranapalltizsLbride.kine.f to
assure optimum price, quality, and delivery for equipment and
services.

3. Decisions regardingiAlle space segment be
reservedtcaljA=141/4 an1.1x1.022,ut
U. S. Government gAlarant

4. Careful distinction be drawn betwepn=ro7atives that may
be afforded users of the s, stern and thci rights attributable to ownr.r-
ship of any part of the system to assure an environment favorable to
private investment incentives.
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Alteration of the tentative FAAJESRO arrangements at this time will

upset the European space community. Since ES110 is closely counled

to the Euror,ean governments, we may anticipate an unfavorable reaction

from the French and German governments, and to a lesser extent the

U.K. The commercial international air carriers will, in .:eneral,

support any move which reorients the program toward aviation rather

than space reteareh and development.

I believe that the United States can by adept negotiaticn minimize the

effect on the European nations. If negotiations with the I...uroneano do

not result in satisfactory arranlementa in a reasonable time, we

probably would elect to proceed unilaterally in the Pacific basin, for

which the U.S. has air traffic control responsibility, and simply dolor

implementation of the Atlantic basin program. We would , of course,

continue to seek technical coordination. And, of course, U. S. inciustry

would have a significant leg-up in getting the Atlantic basin business

if thin occurred.

I would appreciate your views by Wednesday, 29 September.

ye-7_

/..S7 Clay T. Whitehead

GFMansur /tw/24Sep71

DD Chi. on
DD Records
Mr. Whitehead
Mr. Thornell



September 24, 1971

Mr. J. H. Shaffer

Admini str at or

Federal Aviation Administration

Washington, D. C. 20590

Dear Mr. Shaffer:

Mr. Whitehead.'s letter of 17Sc.-ptember, which suggested postpone-

ment of Aerosat discussions with ESRO, was promr,ted by concern

that continuation of the discussions before agreement within the

Government upon the essentials of the U.S. position would be detri-

mental. As you know, we have serious reservations concerning the

management, procurement, and ownership arrangements which have

been proposed. Similar reservations have been expressed by industry,

both aerospace and carriers.

Your letter of 22 September, indicates that the discussions should

proceed as planned, subject to additional internal review by the U.S.

Government.

. If the FAA elects to continue the discussions, we believe it is essential

to make clear to ESRO that the proposed arrangements are tentative

and that further review is necessary.

Sincerely,

George F. Mansur

DD Chron
DD Records
Mr. Whitehead
Mr. Thorncll

GFMansur /tw/24Sep71



.FEDERAL AVIATION ADMINISTRATION
IR •

WASHINGTON, D.C. 20590

22 September 1971

Mr. Clay T. Whitehead .
Director, Office of
Telecommunications Policy

Executive Office of the President

Washington, D.C. 20504

Dear Mr. Whitehead:

OFFICE OF

THE ADMINISTRATOR

After careful consideration of your letter of 17 September 1971,

I have concluded that the Aerosat discussions with the Europeans

(and others) scheduled for later this week and next should proceed

as planned. As you know, we have been exploring the possibilities

of a joint program with the Europeans as a result of 0:1B guidance

of 11 June 1971. You will recall that at Madrid we explicitly

conditioned our participation in the joint United States-European

discussions upon additional internal review and final approval

within the United States. Until this internal process is completed,

further international discussions for essential detailed refinement

will not commit the United States. On the other hand, cancellation

of these discussions at this time will raise serious doubts

concerning our credibility and motives.

In coordination with the Office of the Secretary of Transportation,

we plan to respond Lu Lhe OMB guidance within the next two weeks and

describe what we believe is a basis for a successful joint program.

We believe that this represents a suitable and proper occasion for

a policy review.

Sincerely,

Zuktil

•

J. H. Shaffer

...Administrator

• Vmoti.
110,(444m00,

cc: Hon. U. Alexis Johnson

Hon. James M. Beggs

•

•• • •
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Mr. John Shaffer
AdministrrItor
Federal Aviation AclministrationWashington, D.C. 20553

Dear Mr. Shaffer:

Discussions with the Europeans concerning theAeronautical ,(3tellite program hz)ve pro(,:res(2,ed toa point where the principal features of the arrange-ments aro knon. In discussions ;S.th other elementsof the 1::::ecutive Office it Ins been conclu6od that theissues involved are of sufficient importance to warrantan in depth policy review prior to formalization of ajoint program.

Accordingly, you should postpone further discussionswith the Europeans until sucn time as the policyreview is completed.

cc: Hon. U. Alexis Johnson
Hon. James M. Beggs

cc: Dr. Mansur
"M's Chron
DO's Records
Mr. Thornell's Files

J/Thornell/pm/17Sep71

Sincerely,

Clay T. Whitehead
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Honorable Jack H. Shaffer

Administrator
Federal Aviation Administration

Department of Transportation

Washington, D.C. 20553

Dear Mr. Shaffer:

To clarify existing telecommunications policy and to incorpor-
ate other factors of national interest which affect the proaram,

the following policy guidance is provided for formulation of

a U.S. negotiating position for the forthcoming European
meetings:

1. All activity should proceed forthrightly toward a
decision in early August to proceed with a joint international
program or an independent program during or immediately after
the Madrid meetings.

2. The U.S. feels there must be a multiple user sat-
ellite communications system to provide those aeronautical

communications services required by the FAA in the operational

system. Since the pre-operational aeronnutical satellite pro-

gram is the first step toward the establishment of such a

system and could establish many precedents, the institutional,
technical and financial arrangements of a joint pre-operational

international aerosat program should be consistent with this

longer term goal. The possibility of a multiple user system

in the pre-operational system should not be precluded until

such time as it would cause signiflicant delay in the aerosat

program.



3. The policy of the U.S. in ownership of communica-

tions systems in the private sector; accordingly, the

ownership of the U.S. portion of both the pre-operational

and operational systems must be in the private sector.

Although our foreign counterparts typically provide communi-

cations with governme.nt-owned systems, we should encourage

the Europeans to adopt a private ownersnip approach for the

aeronautical satellite program.

4. All procurements within a joint international aero-

nautical satellite program shall be international competitive

bid.

This office supports a joint international program established

under existing U.S. policy. This program can establish U.S.

policy precedents in international communications programs

that are important to U.S. Government and industry. Although

we recognize the primary purpose and need for this program is

aeronautical communication for air safety, the negotiations

and any resulting joint pro;lram should atune with the sensi-

tivities of issues broader than aeronautical satellites alone.

Sincerely,

--- Clay T. Whitehead

Mr. Thornell's files

Mr. Whitehead (2)

td/br. Mansur

cc: Bert Rein
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FAA ANSWERS TO MAGRUDER'S QUESTIONS

a. Is it wise to offer joint government management of the program
as opposed to a "coordinated" program providing some private
sector incentives?

YES. The proposed FAA/ESRO joint program has two parts:

a) an integrated portion with joint funding and management of the

space segment, and b) a coordinated but separately-funded portion

for the ground and avionic segments. In view of the long-term

international civil aviation (ICAO) aspects, the current European

interests and capabilities, and the significant cost-savings which

it provides, we believe that the effort on the space segment should

be on a (joint) integrated basis. Such a joint program must be

predicated on an FAA-ESRO governmental-level agreement, yet

this in no way inhibits private sector incentives in either the

integrated or coordinated portions. The only alternative to the joint

program will be duplicative unilateral programs by FAA and

Europe, the very nature of which will inhibit any coordination or

cooperation.

b. Will the termination of the present FAA/ESRO tentative agreement
seriously damage international relations in an area where the
President has promised cooperation?

YES. Rejection of the joint FAAJESRO program by the U.S. can

only be interpreted as U.S. rejection of the principle of cooperative

efforts on international civil aviation projects and programs.
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c. . Will a change in the FAA/ESRO negotiations delay, to a hurtful degree,
.the ICAO approval of specifications?

YES & NO. No, in the sense that limited modifications to the joint

program—as for example, in the area of schedules, contractual arrange-

ments, JPO provisions, or technical requirements—would introduce

immediate program delays but are unlikely to affect ICAO approval.

However, major deviations from a cooperative (joint) program—as for

example, to separate and unilateral programs--are likely to cause a

significant delay in future ICAO agreement and could result in adoption

of a European-developed system to the detriment of the U.S. government,

industry, and air carriers.

d. Will a satellite navigation system, independent from the airplane, really
offer an Air Traffic Control Advantage?

YES. Satellite surveillance capabilities need to be tested and evaluated

since they offer significant potential benefits in future oceanic and

CONUS traffic control systems.

e. Is a technology transfer issue involved?

YES & NO. No, in the sense that it is not an issue of the specific_

transfer of "secret" or competitively-valuable U.S. technical informa-

tion. It is clear that the joint program will stimulate the European

space industry and can have the effect of upgrading their technological

standing; however, rejection of the joint program with a resulting

unilateral European program will have the same effect. Hence, under

the present conditions, there is likely to be technological transfers

in the sense of an upgraded European capability and that fact is not

dependent upon the existence of the joint program.
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Will a U.S. alone program aid balance of trade?

NO. A unilateral U.S. preoperational program would offer no

advantage in U.S. balance of trade over the joint program and

might preclude a U.S. market in the future operational system.

Will the total program cost decrease if the U.S. goes alone?,

YES & NO. As written, the answer must be YES--that is, there

will be a decrease in total program cost if all done by the U.S.

alone (or all by U.S. industry). However, if measured in terms

of cost to the U.S., the joint program would be cheaper and the

answer is NO.

h. Will the UHF system offer a needed communication advantage?

YES. There is universal acceptance that aeronautical communica-

tions for oceanic areas must be significantly upgraded by 1980

and that the satellite is the best way to achieve this. There is wide

agreement (the notable exception being the airlines) that L band

(UHF) is the appropriate frogityncy for the satellite to aircraft

link,





UNDER SECRETARY OF STATE

FOR POLITICAL AFFAIRS

WASHINGTON

MEMORANDUM FOR MR. HENRY A:KISSINGER
THE WHITE HOUSE

Subject: DOT/FAA Preoperational Aeronautical

Satellite Program

A

The Department of State strongly supports the DOT/

FAA program for implementing a preoperational aeronautical

satellite system on a joint basis with ESRO, and involving

participation by Australia, Canada and Japan. The Depart-

ment believes that failure to go forward would have

serious negative foreign relations consequences, and it

favors approval of the project as now negotiated for the

following reasons:

1. It represents a favorable opportunity to engage

of high industrial and political interest in Europe.
We have a-_ready entered 'into serious and well-publidized

negotiations with the Europeans, ard to reverse ourselves

would, in our view, have an unfavorable impact not only

on future cooperation in post-Anollo and other soace-

related activities, but on overall us-k.;uropean relations.

2. Cancellation would result in a clear diminution

of United States influence and leadership in ICAO should

the US change its necmtiated position and decide to
proceed unilaterally in the Pacific Ocean area. We be-

lieve that the Europeans would, in turn, decide to

proceed unilaterally in the Atlantic. They clearly have

the capability, mot5.vation and desire to go it alone, and

we have offered to launch this typo of satellite for them.

This would result in the Europeans proposing to ICAO
their own system specifications as operational standards.
Thc;;c; b- adcptd over ,rly

competing US proposals.



3. A favorable balance of payments will result from

the negotiated program, because, in paying on
e-half the

cost of the program, the Europeans would pay t
h -: United

States for half the launch costs.

4. Transoceanic civil aviation is, by its very natur
e,

international. Any satellite system must be integrated

into a common system of air traffic control. Air traffic

control involves the safety of life and property 
and

such a system must be standardized and accepted by
 all.

International agreement is required to re-configu
re exist-

ing Flight Information Regions (FIR's) in order t
o take

maximum advantage of the communications satellite mo
de

and to economize on en route charges to civil aviati
on.

5. Given the state of the art in Europe, the bene
fits

of a joint program can be obtained without the
 loss of

United States technological advantage. Moreover, the draft

Memorandum of Understanding includes a provision 
ensuring

that Munitions Control regulations would apply.

While the United States could unilaterally est
ablish

a preoperational system ih the face of a 
separate

European et ort, unilateral testing and use w
ould not

advance the interests of the US. In contrast, the

negotiated program is clearly in the interests
 of the

United States. Amplificdtion of the foregoing T.Doint

is contained in the Department's letter of
 October 20

to the Office of Management and Budget and
 is appended

hereto

The DOT/FAA concurs in this memorandum.

U. Alexis Johnson



DEPARTMENT OF STATE

,.ton, D.C. .20520

OCT 20 19 71
Mr. Donald B. RiceAssistant DirectorOffice Of Management and BudgetExecutive Office of the PresidentWashington, D. C. 20503

Dear Mr. Rice:

On October 7, Under Secretary Beggs or tne Department of
Transportation informed you by letter of the status of the
exploratory discussions with the Europeans and certain other
countries in respect to a joint experimental preoperational
aeronautical satellite program.
This Department fully supports the joint program which we
believe is the best available moans of moving toward required
international agreement on operational standards for satellite-

based air traffic control by the Administration's target
date of 1980. Wc,! also believe that this comerativp
intcrnatil emong tne major aviation countries will
create conditions necessary _for reordering international. air
traffic control resDonsbill:ties in a lanner which takes
full advantage: of the potential of .irC.IDLOVCCa communications
for ct,Intralizing and automating air traffic control and hence
effecting economies in en route charges Which heavily
affect U.S. carriers and passengers. These and other

.considerations are explored in more detail in the enclosed
paper.

Major European countries have had a continuing interest in
participating in the development and man gement of satellite
communications for air traffic control. This interest was
evidcnt in the negotiations on definitive ztrrangements for
INTELSAT (where European pressu):c resulted; in placing such
communications services in a stecia3. category reouiring
government approval for INTELSAT action), in continuing bilateral
approach-07, to the Unitd States, in the p-oblic t.cents of
the Europo Sace Cc)nforcnc,:-!., anu in Luropean initiatives
within the international Civil Aviation Organization socking
to require that Orcjani: tion t prior approval of any
preoprational e:Horts. The Europ2an Space Reserch Organization

has contracLed for and received three system designs for a
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European preoperational system. Thus, the Department believes

that any U.S. preoperational efforts should take account of

the interest and capabilities of our European allies and

be consistent with the Presidont's stated intention to pursue

opportunities for internationnl space cooperation in general

and specifically with the Europeans. .

The proposed program is of sufficient interest to the Europeans

that they have made substantial concessions to our preferences.

For example, they are willing to assume half the full program

cost for a combined Atlantic/Pacific capability despite the

fact that United States authorities will utilize about

two-thirds of the system capability without user charges.

While the Europeans are assured a "fair and reasonable"

industrial opportunity, they have accepted the balance of

payments outflow of half the launch costs (approximately 15%

of total program cost), of .half the administrative cost of

a managent facility almost certain to be located in the

United States, and of necessary U.S. procurement to fulfill

contractual obligations allocated. to European subcontractors

by an anticipated U.S. prime contractor. Most important,

they al:0 cIntering progr with the exl2ress under-

standing tnat tnes:a arranguiuuntb are cipplit;aLit,:

preoperational efforts to vork toward ICAO standards and that

the United S4- at:cs fully intends that operational traffic

control cor=uAications he provided by a commercial entity and

integrated into a multiple user system.*

. We are concerned that European governments (and Canada) would

be gravely disappointed by U.S, rejection of these agreements

and would interpret it as a U.S. refusal to participate in

any effort which we could not dominate. Such an attitude

would be totally inconsistent with the President's posture

toward our major allies.

Equally important, the likely European reaction to a U.S.

decision to procec(1 unilaterally in the Pacific would be a

-parallel unilateral European effort in the Atlantic and a

boycott of our Paci.fic SYS t' While this effort might be

slow to bear fruit, there is every likelihood that Europe

Janu:ly 7 OTP Policy Statont states that "it in possible

that a single system cominin the functions of communications

and 1)ositic'n to s,:r both and avic:;on

servics 1:c.-)!c.1;its in a worJOwiat

operalo,iA
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would produce a system (which we are committed to launch) and
that the present political alignment of ICAO would result
in acceptance of European specifications despite their

technical or Pcono5c inferiority. Such a risk, combined with
the adverse foreign policy consequences of program rejection,

seems intolerable from our point of view.

Technological s.uocrioritv is, of course, of commercial

significance only when it results in producina saleable

products. In air traffic control, governments are the

principal customers and foreign governnients control their air

carriers which are the other principal source of system patronage.

Thus, there must be a balance between the preservation of U.S.

technological superiority and the need to preserve the

potential market. Since this project will be a.first crack

at a mobile service communications satellite, what is likely'

to be most important in future technical terms is how a

second generation, multi-purpose satellite can be improved

on the basis of this experience. A U.S. lead contractor,

responsible for overall systems design and coordination,

should he in a far better position for future competition

than any limited European participant.

At the same time, a cooperative program will enable us to have

a determinative voice in ICAO specifications Fnci preclu2

the development of a rival system. In an operational phase,

the nuriLber of custo7.Aers will extend far beyond those interested

in manufacturing, thus creating pressure for broad procurement

compntition as in INTELSAT.'

In sum, therefor,,, the Department of State believes that:

(1) Agreement on appropriate standards for an

operational system by 1980 requires major European

participation in the preoperational program;

(2) Reduction of overall cost of the preoperational

program requia:es major Turopean participation;

(3) Achievement of balance-of-payments advantages

in the preoperational phase requires at least major

European part-;cipation and hopefully bLoc;Cler

participation;

(4) Major European participation is attainable only
if Europ2 has a significnt role in progrcIrJ managcrit

zJid 1:uron i;;C*11   czln prtici:ate on (4
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(5) The proposed program provides for European

participation on a reasonable basis consistent

with U.S. objectives and our overall foreign policy

posture tc,ward Eurone;

(6) European interest, cohesion and capability in

this matter is sufficient to support a successful

joint effort.

1
With respect to Under Secretary Beggs' 'request for authority

to conduct the U.S. portion of such an experimental/preoperational

program on an investment basis rather than a lease basis, we

have more limited comments. We recognize the "unambiguous

leadership" conferred upon DOT/FAA by the january 7 OTP

Policy Statement and we have no reason to dispute the FAA's

views that it must play a major management role in the joint

project through the proposed Joint Program Office. With FAA

exercising this responsibility, making a U.S. private

contractor reponsible under lease for sweLem performance

would result in duplication of management structure and

threaten conflict between the leasor's management views and

those of the FAA. A lease arrangement might also throw upon

a private conLractor the rin of launch failure (which is.

totally within Government control) and create a boom 0/ Du6t

contract denenclin on launch euerience. Moreover, a lease

arrangeent col,:lbining hardware and services with international

contractor selection raises serious precedential questions

which might delay the program, when a very similar degree

of private participation might be obtained by contracting

separate)y for hardware and operation of control facilities

and earth stations. Finally, Under Secretary Begg's comparison

of private and Government financing charges seems most

appropriate.

From the international point of view, an investment arrangement

would simplify the arrancjeents and ensure a :core cohesive

U.S. position since separate FAA and contractor interests

would not be involved in mana7ent decisions. From a policy

pont -c;:rview it would be acceptable for a preoperational

(experiental) svstem while, at the same tir:e, it would

clearly separate the preoperational and operational phases
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and thus optimize the prospects that development and owner-
ship of the subsequent operational system will be attractive
to a commercial entity.

Enclosure:

As stated above.

Sincerely yours,

Philip H. Trezise
Assistant Secretary
for Economic Affairs
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V.

Summary df International Aviation
and Foreign Policy Issues .

in the Aeronautical Satellite Program

There are a number of interrelated international aviation
and foreign policy issues involved in the proposed preoperational
aeronautical satellite program. Ce that must be given full
recognition and consideration is the United States commitment
to the ICAO (International Civil Aviation Organization) whose
membership includes 120 contracting States. ICAO is responsible
for adopting telecommunications standards (among others)

• for international civil aviation to assure safe and efficient
operations.

Various meetings of ICAO organs piepare Standards and
'Recommended Practices (SARPS). In turn, such recommendations
are forwarded to all States for comment and approval. The
ICAO Council then reviews the recomemndations and, taking
into account the comments of States, adopts (or rejects)
SARPS. Upon approval by the Council, States are obligated
to adopt and put into operation the standards, practices
and procedures to the maximum extent possible. ICAO SARPS
require of z1 majority. of t.1 contracting States

a 2/3 majc;:city n?

The development and approval of SARI'S involves political as
well as technical considerations since there are econWic
impacts on the uscn7s and also the industrial sectors of
various m3mber couni=ies are desirous of and insistent on
having opportunities to participate in the production of
avionics ana other eqoirmcIlt,

In 1968, ICAO established a panel to develop the recommended
requiromants and technical characteristics for an operational
aeronautical satellite system. The members of the panel
are the United States, Australia, Canada, Franco, Federal
Republic of Gr2.rmnv, Japan and the United Kingdom; the ITU
(International Tn2ccommunication Union), IATA (International
Air Transport Asociation) and O World Meteorological
Organization) also participLte. Until the tilAc of its last
meeting (January lP71) t:12 panel was sharply divided in respect
to the order o± radio frequencies to be use the U.S. position

(1)1 VH7 1.7-1 surportc.d by the IATA but strongly opposed by

the other members of the panel. By the time the frequency
problem was rso3vcd as a result of the OTP Policy Statement

ok January 7, 1971, which specified UHF, consi6crable fear of
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U.S. Intentions to proceed unilaterally had developed among
the other members; as a result, the majority of the panel took
the position over U.S. objection that ICAO must specify the
characteristics and parameters for both preoperational and 
2perational systems.

While the OTP Policy Statement resulted in an alignment
between the U.S. and the Europeans in respect to radio
frequencies, it gave the Europeans no encouragement in respect .
to a cooperative preoperational program; the European position
being that they wanted their fair share of the voice in '
deciding the design of any aeronautical system and their
share of the manufacturing. They also sponsored and paid
for three study contracts leading toward pursuing the
establishment of their own preoperational capability in the
Atlantic area. This, of course, was also a warning to the
United States that they were prepared to go it alone and
with confidence that their design would eventually be
acceptable to the majority of ICAO.

The first of the current series of exploratory meetings
betwpr-n thp U.S., Europe=1F., Ca, JapDn and
ihe Luuk un 6uno 15-17, he.117t2 in
Washington, At that time. the Europeans made unequivocally
clear that they would not -:ccepL EL preoperational provniou in
which they would be merely subscriber to services provided
by a system established unilatcrLlly by the U.S.; the
European ccomunity also emphasized .that financial support for
a cooperative picyrala vids dvdildble, and that if such a
program were not attainable, they would proceed on their own.

While Europe does not now have an independent capability
to launch an aeronautical communicetions satellite into
geostationary orbit, the United States, in the context of
the Johnson-Lelnvre negotiations, has pro:aised to provide launch
services for such type operations. Also, while present
European capability to cenritruct the satellites without some
U.S. assistance iE dotJui, U.S. companies seem willing to
sell the necessary technoogy; tlic: only c-1:1:iect:1-vo policy bar
to U.S. assistance would relate to national security matters.
If thc. Lc proceed witboieat +11e U.S., they
might not be able to estz-4blish a preoperationill system within
the seme timefruac as envisLged in the current U.S./European
draft program, but they could do so in a somewhat longer

•
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timeframe. If the Europeans did go it alone, they certainly
could and would be prepared to fight politically for approval
of SARI'S based on their preoperational capability standards
and as noted bow:, they could probably win suc± a fight.
In short, however, U.S.-European cooperation in an aeronautical
program has reached the stage of discussions where U.S.
positions must reflect a reasonable degree of consistency
with stated U.S. policy in resnect to cooneration with Europe
in space programs generally and, in particular, in an
aeronautical satellite program.

As stated above, a joint U.S.-European program will
require U.S. assistance for the launches as well as in
construction of the satellites. In respect to U.S. assistance
with satellite technology and "know how", the Department
believes it like]y that the benefits to the U.S. would exceed
the gain to Europe. Assuming a 50-50 basis cost sharing
arrangement for the prograzil, the actual U.S. investment would
be appreciably less because of the need by .Europe to purchase
U.S. assistance in order to satisfy European responsibilities
in the program. The not costing might be more like 40-60
or even possibly 30-70 percent in favor  of thr, U.S.; thus,
the maior use-r of no lyronri--nn) N.?(-11111-1 roliny
lower dollar investment while gaining in reverse gold flow.

Given t. current discussions with the U.S. and the
indications that an acceptable 7;:seoporational program is
emersjng, the Europeans have rt continued to press for
immediate further action on the part of the ICAO panel; it

'being obvious that the Furopeans believe, as do the Department
and the DOT (FAA), that a U.S.-Furopean understanding will in
Tact set the preoperational standards.

A major objective of the UE;C; in its discussions with
the Europeans on an aeronautical satellite program has been
to establish th3 basis for an experimentaVpreeperational
progra with broad internation,:.1 participation so as to
facilitate the emerg3ne of ol;s::ational stzs-idaxds by 1930
which will b. readily hv IC;^.0. This wGuld be
consistent with U.S. policy a principles in :cespect to
cooperation with the Europn,',:nE; in space prirams. Further,
improved cunIf.unjcations for air traffic control and air
carrier operations in the. Atlantic and .Pacjfic basins, as
well as the rod for exprircentation with surveillance systr)rns
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has been documented by the FAA. Thus, one thrust of the
U.S. in the joint discussions is to advance the likelihood
that ICAO approval of characteristics for an operational
system can be attained within an appropriate timeframe.

If a U.S.-European cooperative program is not attained,
the Department is strongly of the opinion that the impact'
will be one of adverse effects on the United States, in
respect to both forei(jn relations and the timely establishment
of an operational aeronautical satellite system. In this
regard, two salient facts should be recognized:

(1) While the U.S. could unilaterally establish
a preoperational system in the face of a separate
European effort, unilateral testing and use would
not advance the interests of the U.S. internationally,
and it would complicate and delay ICAO 's adoption
of operational standards, and

(2) The operational satellite system must be
integrated into a commcn system of air traffic
control, air traftic control 'involves the safety
of lifc and propart:y and such a system must be
standar0200 and acceptea• by all; aria Internationai
agreement is require0,to re-configure existing
PliOt information )egions (-2IP's) in order to
take naximum advantLge of the cumunications
satellite mode and to economize on en route charcres
to civil aviation.





November 11, 1971

RE: Stu Tipton Telecon

Regarding Aero Satellite

Want to amend statement of ATA

a) State Department Review with Bert Rein.

b) Do not now recommend the U. S. go alone.

Basis for this is fear the Europens will cause

a flap regarding ICAO specifications.

c) Prefer NASA as leader and FAA working on

air traffic control problems.

d) Joint effort for experiment only, not in final

operating phase.

e) Second satellite for redundancy only, no need
to worry about eclipses on experimental basis.

WMM.



OPPICE OF THE PRESIDENT
STUART G. TIPTON

AIR TRANSPORT ASSOCIATION

1000 CONNECTICUT AVENUE, N.W.
WASHINGTON, D. C. 20036

November 9, 1971

Mr. William M. Magruder
Special Consultant to the President
The White House
Washington, D. C. 20500

Dear Bill:

Attached is our current position with regard to
aeronautical satellites. We would be delighted to
participate in any further discussions of this matter
so that we can be sure that we are thoroughly familiar
with the pros and cons of this important issue.

Cordiallys

7/

'

S. . Tipton

Attachment



November 8, 1971

Tentative Conclusions of ATA/ARINC 
Regarding Aerosat Planning

We believe we are reasonably well informed and current on the

technical, economic, political., and diplomatic matters relating to

aeronautical satellites for civil use. As a result of recent discussions

of these matters with many people in and out of government and after

reviewing pertinent documents we have reached certain tentative

conclusions. To aid in understanding these conclusions, we would first

like to make the following observations:

1. .We have been and are convinced that satellites can

perform useful comMunications services for the

airlines; our efforts are directed to finding sensible

• and practical answers to the question of how this

utility can be introduced in a timely and cost effective

manner.

2. The objective of aerosat planning should be to achieve

reliable operational (but non-mandatory) capability for

satellite communications for ATC and airline

communications over the Atlantic and Pacific during

the early 1980's.

3. To achieve this, program planning must begin at once.
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4. The aerosat system design must carefully take into

account technical interrelationships and trade-offs

between satellites, aircraft stations and earth stations

(for example aircraft avionics and antennas have a

direct effect on satellite power requirements). More

testing is needed before the system design can be specified

with reasonable confidence.

5. In spite of unit price reductions resulting from quantity

. purchase, the initial program should be limited to two

satellites - to insure one in orbit. Next purchase could

then take advantage of information gained from flight

test and latest technology.

6. Governments generally impose user charges to recover

the costs of operational programs. The costs of pre-

operational aerosat programs will determine the costs

of operational aerosat programs. Some nations will

try to recoup the developmental costs later on by

considering them part of the costs of the operational

system. If costs could be shared by providing satellite

services to non-aeronautical interests without undue

compromise to aeronautical service, this would help

lower costs to aviation.
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7, It is very important that the best possible administrative

arrangements be made if the above objectives are to be

effectively achieved economically, expeditiously, and

in the public interest.

With these observations in mind we have come to the following

tentative conclusions:

A. After weighing all known arguments in favor of a joint

program with other countries, we have concluded that

a separate U. S. program is preferable. It would

produce results quicker, at less cost, simplify decision-

making, minimize administrative problems, avoid undue

European influence in the Pacific, and avoid unnecessary

transfer of U. S. technology to foreign countries.

-For these reasons, we oppose the joint effort reflected

in the FAA/ESRO program.

B. Since the initial effort would be more developmental

than operational in that it would test the initial system

design, we conclude that NASA, with full coordination

of FAA and private industry, should develop, launch,

and test an aviation communications satellite with all

deliberate speed. We would expect NASA to also take

•
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full advantage of its Applications Technology Program

with regard to furthering aeronautical satellite L-Band

technology. In both cases we would expect that there

would be a free exchange of information with other

countries and they would be invited to participate in

the tests.

C. Based on the information obtained from the NASA

tests, the U. S. would work'with foreign governments

to develop and implement a program leading to an

operational program. It is likely that such a capability

could be leased from an Intelsat-type organization and

could achieve the goal of the early 1980's.





International Air Transport Association

1155 MANSFIELD STREET. MONTREAL 113. P.O., CANADA (HEAD OFFICE)

TELEPHONE (514) 866-1011 • TELEX 05-267627 • CABLES: IATA MONTREAL

As from: Ilikai Hotel, Honolulu, Hawaii.

16th November 1971

IN REPLY QUOTE

Mr. William M. Magruder,
Special Assistant to the President,
White House,
Washington D.C. 20500,
U.S.A.

OhAA-

I have been talking to Stuart Tipton here in Honolulu at our Annual
General Meeting about the latest developments in Washington on aeronautical
satellites and we agreed that you might care to have my comments.

As you know, IATA totally opposes the FAA/ESRO programme, I am sure
you have seen our comments in detail and I will not weary you by repeating
them. In brief, IATA believes that the programme is too much, too soon, and
founded on a technology with much too many operational uncertainties to
warrant such a large financial commitment at this stage.

As fin "what- do the airlines w,ntH my belief is that the vaLioub IATA
committees concerned with this question would fully support the limited, one
satellite (plus one ground spare) experimental programme now being proposed
by ATA/ARINC. Having gone over the details of the ATA/ARINC proposals with
Tip, I believe IATA would support it in all respects except one. The exception
would be that as an international organization we must prefer the experimental
programme to be a joint US/European project rather than a purely US venture.

Apart from the point of principle I would add that my judgement is
that if the U.S. goes it alone, there is a better than 50% probability that
ESRO would also proceed with an independent programme. This, I believe, would
be a disaster.

I hope these thoughts are of help to you in resolving this mess.

Kind personal regards,
Yours sincerely,

•
11----L"---1

R. R. Shaw
Assistant Director General — Technical

cc: Mr. S. Tipton (ATA)
Mr. A. Aagaard (IATA)
Mr. S. Krejcik (IATA)





The Aerosat Controversy
(There is widespread agreement that satellites are badly
needed over the Atlantic and Pacific to improve air tragic
communications. But there is also widespread disagreement
as to how this can he best accomplished. Philip I. Klass,
senior avionics editor of AVIATION WEEK & SPACE TECH-
NOLOGY, has reported on the aerosat development since its
inception. We present his analysis of the current contro-
versy—R.B.H.)

There is universal agreement that aeronautical satel-
lites can provide a vital and unique service for trans-
oceanic aircraft operation, a service that will be sorely
needed before this decade is over. The space and avi-
onics technology required to build these aerosats is
available or close at hand.
These oceanic aerosats will be the forerunners of a

global spaceborne system that eventually will provide
air-ground communications, air surveillance and navi-
gation functions over both land and water, replacing
more costly ground-based hardware.
But the acrosat's promising future is seriously jeop-

ardized by picayunish controversy, much of it generated
by those who have the most to gain from speedy trials
and deployment of such a system—the air carriers.

Aerosat has been bogged down in controversy almost
since it was first proposed. It was the Air Transport
Assn. and several U.S. international carriers that first
pushed for speedy deployment of an aerosat five years
ago, following a pioneering feasibility demonstration by
Pan American using Sync= 3.
Then it was the International Civil Aviation Organiz-

ation that threw obstacles in the path of progress, be-
cause some of its European delegates preferred an
aerosat that operated at L-band, instead of the U.S.-
proposed VHF (very high frequencies) which could be
quickly implemented. Whether the motivation for the
ICAO foot-dragging was entirely altruistic is a moot
point.
As recently as the summer of 1970, the Air Trans-

port Assn. and the International Air Transport Assn.
were still pressing for speedy deployment of a VHF,
satellite and forecasting dire consequences unless some-
thing was done to improve oceanic communications.
When the Federal Aviation Administration an-

nounced plans a year ago to proceed with a hybrid
acrosat over the Pacific, on a unilateral basis, the ATA
and IATA applauded the action.
A few months earlier, the ATA had sharply criticized

plans for an experimental L-band aerosat, which NASA
and the European Space Research Organization pro-
posed to jointly develop, because the FAA and airlines,
which would use the aerosat, were not participating in

the program.
Just a year ago, the controversy was turned over to

the White House's newly created Office of Telecom-
munications Policy (0-11') for resolution.

Early this year, OTP issued its pronouncement. The

acrosat would operate at L-band, as the Europeans and
NASA had urged, but the U.S. would proceed on a
unilateral basis to build and deploy a "pre-operational"
aerosat over the Pacific. To assure that acrosat users'
requirements were adequately considered, the FAA
was given system responsibility. The ATA gracefully
accepted the L-band decision, but IATA issued a blis-

tering attack several months later.
The arp also specified that the aerosat should be

owned and operated by a commercial enterprise and
that the FAA should lease its, channels from that coin-

Editorial

pany. This decision made good sense for the unilateral
program then envisioned.
By this past spring, West Europeans were up in arms

over the unilateral U.S. aerosat program and were
threatening to proceed with their own aerosat over the
Atlantic. As a compromise, the West Europeans pro-
posed a two-ocean multilateral program, using a com-
mon acrosat design, with a saving to all parties. More
important, it would avoid possible later conflict in
ICAO over whether the U.S. or European aerosat de-
sign should become the international standard. .

During this past summer, FAA and ESRO negotia-
tors worked out the broad details for a joint two-ocean
aerosat program. Under its terms, the U.S. and ESRO
would each put up half the funds. European aerospace
and avionics companies would be expected to share
in approximately half the production of the four flight-
model satellites plus two spares, while all of the launch
vehicles would be built in the U.S.
Thus the joint two-ocean aerosat program would

cost the U.S. less than the unilateral Pacific aerosat
system originally planned, and U.S. industry would
receive 60-70% of the total production.
The only hooker was that a joint program made the

original OTP requirement for commercial ownership
a legal nightmare. Faced with this, the FAA recently
decided that the initial system ought to be jointly owned
by the FAA and ESRO, without prejudice to a future
possible commercial arrangement for the next-genera-
tion operational system.
At this point, the controversy hit the fan. Some OTP

officials considered the action a dilect affront to their
authority and to the very existence of OTP itself. The
State Dept., anxious to encourage international co-
operative programs, backed the FAA's decision.

Communications Satellite Corp. and Aeronautical
Raclin, Inc., the airlines communications agency, each
of which had aspired to own the aerosat system, were
understandably unhappy. Comsat held its corporate
tongue, but Arinc was less reserved.

Within recent weeks, Anne and ATA jointly issued
a harsh blast at the proposed joint aerosat program,
charging it is "completely unjustified" and "wasteful."
ATA officials concede that the drastic change in attitude
stems from the economic recession in international air
travel, and they admit their views could change sud-
denly if there were a rise in transoceanic traffic.
More recently, FAA officials have met privately with

ATA officials in an effort to resolve differences, and
there has been modest progress. Earlier the FAA had
held discussions with IATA officials, to invite their
participation in formulating the aerosat program. But
IATA has so far declined.

It is ironic that the airlines, who have justifiably and
frequently criticized the FAA for always being "behind
the power curve" in bringing along needed technology,
should now be lambasting the agency for attempting
to cope with the coming transoceanic communications
crisis about which both ATA and IATA warned.

If the airlines continue to decry the need for an
oceanic aerosat service, with loose charges of "unjusti-
fied" and "wasteful," it will not take an economy-
minded Congress and Office of Management and Budget
long to kill the program completely. Then, a year or
two from now, when the airline traffic turns upward,
as it will, the carriers will find their urgent pleas for
aerosat program funding falling on deaf ears.



U.S. Assures Europeans of Satcom Launch
By Katherine Johnsen

Washington—State Dept. last week announced a new policy to assure Europe that

the U.S. will provide for launch of a commercial European satellite communica-

tions system competitive with the 80-nation Intelsat system in which the U.S.

plays the guiding role.
The department said the policy is "intended to provide a positive basis of

confidence in the availability of U.S. launch assistance and reflects a major effort

to accommodate known European views and concerns."

It marks a reversal of U.S. opposi-
tion, up to two years ago, to any inter-
national system that might threaten or
slow consolidation of Intelsat's position
as the single global system for public
telecommunications.
The dominating question now is

whether the U.S. assurances will lead to
the abandonment of the advanced Eu-
ropa 3 vehicle whose key mission would
be launch of an operational communi-
cations system.
The substantial funding that would

be required for Europa 3 could be
shifted to European participation with
the U.S. in a space transportation sys-
tem and other post-Apollo programs. In
such joint efforts, the U.S. has already
given assurance that Europe would be
considered an equal partner with full
access to all new technology. (AwaisT
Sept. 28, 1970, p. 18).

State Dept. was also explicit last week
that the new launch-availability policy
stands independently. It is not contin-
gent upon Europe's teaming with the
U.S. on space projects.

This also marks a change in U.S.
position. Negotiations over the past year
on U.S. launch poiky have bccn ticd
to Europe's significant collaboration in
the space shuttle program.

Meanwhile. European apprehensions
linger concerning the firmness of the
new launch policy or whether it will
shift with changes in U.S. political ad-

ministrations and orientation.

First response to the new policy was

the formation of a joint working group

to establish specific areas for U.S.-

Europe space cooperation. including the

space transportation system. The Euro-

pean team is led by J. P. Causse of

France, deputy secretary general of the

European Launcher Development Or-

ganization (ELD0). and J. S. Dinke-

spiler, director of programing and plan-

ning for the European Space Research

Organization (ESRO). The U.S. team

will be headed by Charles W. Mathews.

deputy associate administrator for

manned space flight at National Aero-

nautics and Space Administration.

The new group is scheduled to hold
its first formal sessions in mid-Novem-
ber.

U.S. policy has been and is to make

launch vehicles and services generally

available to friendly nations for peace-

ful purposes. This includes launches for

commercial domestic communications

systems, such as the Canadian system,

which the U.S. is committed to launch.

But the situation with regard to

operational satellite launches for inter-

national communications is complicated

by the multi-national Intelsat agreement.

The permanent Intelsat agreement,
completed last May 21 to replace 1964
interim arrangements, requires a vote by

an assembly of the full membership of
Intelsat on any plan by a member
country to establish a system competi-
tive with Intelsat.
The criterion for voting would be

whether the proposed system would do
"significant economic harm" to Intelsat.

A two-thirds vote, on a one-nation, one-

vote basis, would constitute approval of

the establishment of the competitive

system. A lesser vote would be con-
sidered rejection.

But the assembly's action would be

only a recommendation. It would not

be legally binding on any Intelsat mem-

ber. In its announcement last week, the

U.S. stated what its position on launch

of a European system would be under

three possible situations. These are:
NiTwo-thirds of the Intelsat assembly

approves a proposed European system.

Even though the U.S. opposed it, the

U.S. would nevertheless provide for

launch.
• The U.S. votes for establishment of

a proposed European system, but the

system fails to achieve the two-thirds

necessary to constitute Intelsat approval.

The U.S. would provide for launch.

regardless of the unfavorable action of

the assembly.
si The U.S. votes "no" to a proposed

European system along with more than

one-third of the assembly. Even in this

situation, amounting to both U.S. and

Intelsat rejection, the U.S. still might

provide for launch if features of the

proposed system arc modified "in the

light of the factors which were the basis

for the lack of support within Intelsat."
Specifically. the State Dept. said that

the U.S. could support one plan for a

proposed system which would be opera-

tional in 1980 to serve the European

Conference on Post and Telecommuni-

cations (CEPT) and the European
Broadcasting Union.

It would involve two in-orbit satel-
lites, one operational and one standby,
serving North Africa as well as Europe.
Initial capacity would be 3,000-5,000
voice circuits and two television chan-
nels.

State Dept. said that this proposed
system "would appear to cause meas-
urable, but not significant economic
harm to Intelsat. Thus, if this specific
proposal were submitted for our con-
sideration, we would expect to support
it in Intelsat."

European users would be charged for
U.S. vehicles and launch services on the
same basis as non-U.S. government do-
mestic users, such as the operator of a
U.S. domestic system. The launches
could be from either U.S. or foreign
sites.
The new U.S. launch policy was first

outlined in a Sept. 1 letter from U.
Alexis Johnson, undersecretary of state
for political affairs, to Minister Theo
Lefevre of Belgium, the chairman of
the European Space Conference. An-
nouncement was withheld until last week
to permit numerous clarifications.

New Business 
Northrop Corp. has received a $40.9-
million supplement to an earlier Air
Force contract for production of F-5E
International Fighters.

Boeing Co. is receiving $47.5 million
under two Air Force contracts for force
modernization of the Minuteman
weapon system.

General Dynamics is receiving $33.3
million under the existing Air Force
F-111 contract to support the Mark 2
avionics system during production of the
F-111F model. Company also is receiv-
ing $92.9 million in a supplemental
agreement covering previously approved
engineering changes for the F-111.

Grumman Aerospace Corp. is being is-
sued a $17-million contract modification
for long lead-time effort and materials
to support Fiscal 1972 procurement of
19 EA-6B aircraft.

Sanders Associates, Inc. is receiving an
$11.7-million contract modification for
an additional quantity of airborne trans-
ceivers from the Naval Air Systems
Command. Units are to be used on
North American Rockwell RA-5Cs,
Grumman A-6s, LTV A-7s, McDonnell
Douglas F-4s and eventually other tac-
tical Navy aircraft.
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lanes op se U,SIESROAerosat
ATA Arinc reverse course to favor ATS-F, claiming four-satellite,
pre-operational system too expensive, premature, unnecessary

By Philip J. Klass

Washington—The U.S. airlines have publicly opposed U.S. plans for a joint develop-
ment with Europe of a pre-operational aeronautical satellite system, adding fuel
to the controversy that may require a presidential decision to resolve.
The Air Transport Assn., supported by Aeronautical Radio Inc. (Arinc), last

week urged a halt to efforts to develop a pre-operational aerosat for deployment
during the mid-1970s.
The Federal Aviation Administra-

tion's plan for a joint effort with the
European Space Research Organization
(ESRO) has strong support from top
officials of the State and Transportation
Departments but is opposed by at least
some in the Office of Telecommunica-
tions Policy (OTP).
The ATA charged that the "program

is completely unjustified because it pro-
poses to use four pre-operational satel-
lites to obtain information that can be
gathered for less than half the cost with
one satellite under U.S. control."

Arinc, the airlines communications
agency, in its concurrent statement said
the joint program would "impose an
unnecessary and wasteful drain on the
U.S. economy."
The ATA was one of the earliest

proponents of speedy deployment of
an aerosat system to ease growing con-
gestion in high-frequency radio chan-
nels and to provide more reliable trans-
oceanic air-ground communications.
As recently as the summer of 1970,

Arinc officials were citing the imminent
overload condition in trans-oceanic
communications and lack of additional
radio spectrum to case the situation.
Additionally, Arinc officials stressed that
art aerosat could provide new services,

such as high-speed data link as well as
surveillance functions "if and when
needed."
The sharp about-face by ATA results

from the current economic plight of
U.S. international carriers such as Pan
American and Trans World Airlines,
which had been strong proponents of
an aerosat since 1966. ATA officials say
that the decline in growth of trans-
oceanic traffic has eased the communi-
cations crisis for an indefinite period,
eliminating the need for an early aero-
sat system.
The ATA decision to publicly criticize

the current aerosat program at this
time, some observers believe, was en-
couraged by /Vine and the International
Air Transport Assn. Both organizations
disagreed sharply with the OTP decision
earlier this year to proceed with an
acrosat operating at L-band, instead of
very-high-frequency (VHF) which the
airlines preferred.
The ATA accepted the decision

gracefully, but TATA sharply criticized
the choice this spring in a public state-
ment (Aw&s.r. May 3, p. 17). Arinc with-
held public criticism on the choice of
L-band, but privately its officials left
no doubt of their views.
The same OTP pronouncement called

Aeroflot Discusses Australian Route
Preliminary talks on extending Aeroflot service to Australia were held in
Moscow earlier this month, during a brief visit by Australian shipping and
transportation officials. Boris Bugayev, Soviet civil aviation minister, was
official host for the Australian visitors, who visited Moscow at his invitation.

Australia is one of the two remaining regions in which landing rights
are required by Aeroflot in connection with its establishment of round-the-
world service by a southern route. The other is South America. Soviets have
already had preliminary talks with Colombian officials, with indications that
serious negotiations will begin shortly.

In another Aeroflot expansion move, service between Yerevan, the capital
of Soviet Armenia, and Iran and Arab nations has been increased. Yerevan-
Beirut service has been increased from one to two flights weekly and the
Soviets plan to initiate routes from Yerevan to Kuwait, Baghdad and Damascus.

Facilities at Yerevan are to be expanded in order to accommodate Sud
Caravelle and Boeing aircraft operated by the reciprocal Kuwait, Iraqi and
Syrian air lines. Some of the flights will continue to and from Moscow.

for the aerosat system to be owned and
operated by a commercial company,
which made Arinc a potential contender.

This past spring, as the prospect of
an international aerosat program began
to emerge instead of the unilateral U.S.
effort envisioned by OTP for the pre-
operational system, neither the ATA
nor Arinc openly criticized the move.
Even when a tentative agreement was
reached in Madrid in late summer,
there was no outcry from either ATA
or Arinc (Aw&sT Aug. 23, p. 35).

However, within recent weeks it had
become apparent that the original OTP
policy calling for commercial ownership
of aerosat would pose many complex
legal issues now that ESRO would own
the other half of the system (Aw&sT
Sept. 27, p. 16).
At the prospective bidders briefing

conference here on Sept. 30. an FAA
official disclosed that the agency was
seeking Administration approval to
permit the U.S. half of the aerosat sys-
tem to be owned by the FAA instead of
a commercial company. This foreclosed
the possibility that Anne could bid for
ownership and operation of the U.S.
portion of the system.

Less than three weeks later, ATA and
Mine publicly announced their opposi-
tion to the program. Arinc officials have
made it clear that they arectill unhappy
over choice of L-band instead of VHF.

Walter A. Jensen, ATA vice president
for operations, said that after discus-
sions with IATA and Arinc, the ATA
had concluded that the proposed inter-
national program "will cost more money
than we think it ought to: it will do
things that we think are premature. We
think the program is too expansive.
More important, we think there arc
other, less costly ways to do what needs
to be done."

Jensen said the necessary research
and development to resolve technical
questions on L-band aerosat operation
could be performed using the National
Aeronautics & Space Administration's
ATS-F satellite, scheduled for launch
in May, 1973.
The Fairchild Industries-built ATS-F

will carry an L-band transponder, hut
the satellite already is committed for
use in a number of other experiments,
including community telecasting over
India (Aw&sT Aug. 23, p. 70).

Jensen said that if it proved imprac-
tical to obtain sufficient test time on
ATS-F, "then a single U.S. research
satellite for the specific purpose of dc-
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Boom Mounted on L-1011 for Turbulence Tests

Sensors on tip of cone-shaped boom mounted on Lockheed L-1011's nose are used in study of structural response

port to air turbulence. The sensors on the approximately 20-ft. long boom measure wind speed and direction.
of the trans-

veloping aeronautical communications
capability could provide the needed in-
formation at a cost to the U.S. of about
$25-30 million."
When ATA officials were asked

whether the $25-30 million figure in-
cluded construction of a back-up flight
model, in event the first failed to achieve
orbit, they were uncertain.
Under the proposed international

program, which involves construction of
six flight models, the total cost is esti-
mated to be $125-140 million so that
the U.S. share would be $62.5-70 mil-
lion. However, this is expected to pro-
vide pre-operational service over both
the Atlantic and Pacific.

Arinc Board Chairman John S.
Anderson said that the air surveillance
function expected to be provided by the
FAA-ESRO acrosat was "clearly un-
needed and unwanted."
This is at variance with the airline

policy of fully supporting the FAA pro-
gram to provide maximum radar air
surveillance over the continental U.S.
The ATA's concern over an early

pre-operational system is two-fold. One
is that the economically depressed inter-
national airlines will be obliged to buy
L-band equipment for at least some of
their aircraft.
The other is that the carriers will

eventually be required to foot the cost
of the system through user charges,

despite an FAA spokesman's statement
that this would not be done until that
time when an operational aerosat sys-
tem is deployed.
Some observers believe that the FAA

and ESRO should consider cutting back
the proposed system to a single-ocean,
North Atlantic deployment in view of
the U.S. airlines current lack of interest
in Pacific Ocean coverage.

If this were done, the initial procure-

ment would involve fabrication of only

three flight model satellites, instead of
six, with an appreciable reduction in

total cost.

American, TWA, Braniff Report
Increased Third Quarter Profits
New York-Initial third quarter financial
results reported last week by U.S.
domestic trunklines showed marked in-
creases in profits and signs that costs
are responding to controls.

Both Trans World Airlines and
Braniff International reported operating
expenses were lower than those of the

1970 third quarter—down 4.38% to
$320.2 million for TWA and down

3.43% to $77.5 million for Braniff.
American Airlines reported operating

expenses rose 5% to $289 million. But

its revenues climbed by the largest per-

centage of the three-13.6% to $352.5
million. TWA's rose 2.83% to $369.1

million and Braniff's 9.25% to $89.4
million.

Reductions in capacity by TWA and

Braniff were reflected in the reduced

costs. Braniff reduced available seat

Aerosat Memo
Washington—Memorandum of under-

standing for a joint aerosat program,

originally scheduled to be executed

Nov. 3 between Federal Aviation

Administration and European Space

Research Organization, has been de-

layed to early December.

The reason is that the White

House's Office of Management and

Budget, which is currently reviewing

the proposed aerosat program, is not

expected to complete its effort in time

to make the original November date.

Also delayed by at least a month

will be the final pre-bid briefings for

prospective aerosat contractors. These

originally were scheduled to be held

in Darmstadt, Germany, on Nov. 5

and in Washington on Nov. 8.

miles by 4%, and TWA by 1%, the
latter in its seasonal transcontinental
and North Atlantic peak period. TWA's
traffic grew by 1.1%, Braniff's by 8%.

American, waging a strong competi-
tive offense on its new Caribbean Routes
(AwacsT Oct. 4, p. 23) increased its scat
miles available by 9.7% and its traffic
by 6.3%.

Profits the carriers reported:
▪ American—$24.946 million, an

eight-fold increase over the $2.788 mill-
ion reported for the third quarter of
1970. For the nine months, it earned
$1.695 million on total revenues of
$929.8 million, a 55.9% increase over
the $1.087 reported for the 1970 period.
• Braniff—$5.047 million, compared

with a $2.135-million net loss last year.
Its nine-month profit was $6.310 million
on revenues of $251.2 million, com-
pared with $2.808-million 1970 net loss.
• TWA—$32.3 million compared with

$18.0 million, both excluding its Hilton
subsidiary. It cut its nine-month loss of
$27.2 million last year to $2.5 million
this year, on revenues of $936.5 million.

Non-operating expense for American
and TWA showed stiff percentage in-
creases. Only American broke out its
interest expense as a line item, and it
rose 121.1% to $6.9 million in the
quarter and 66.4% to $20.7 million for
the nine months. TWA's non-operating
net expense, in which interest would
bulk heavily, rose from $1.3 million in
the quarter last year to $6.9 million, and
from $9.8 million for the 1970 nine
months to $19.4 million.

Supersonic transport refunds ac-
counted for some of the third quarter
cost and profit improvement. But unit
cost trends looked better, even after
adjusting for the refund.
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COMMUNICATIONS SATELLITE CORPORATION

JOSEPH V CHARYK
President

November 19, 1971

Dear Peter:

We have had a call this morning from Telecommunica-

tions Reports with reference to the letter that Joe

McConnell sent you yesterday on the subject of the aero-

nautical satellite program. It appears that they have

obtained at least the essential elements included in the

letter and presumably will publish some sort of story

this weekend. I wanted you to know, however, that our

response to this has been to acknowledge the existence

of such a letter but to refuse to give them a copy of

same.

Sincerely,

Jose V. Charyk

Mr. Peter Flanigan

Assistant to the President

The White House

Washington, D. C. 20500

950 L'ENFANT PLAZA SW • WASHINGTON. D.C. 20024 • TELEPHONE 202-554-6030
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JOSE?H H. V.,.:CON!;_t.
Chairmen oftht

. November 18, 1971

Mr. Peter Flanigan

Assistant to the President

The White House

Washington, D. C. 20500

Dear Peter:

• I know that you have been closely aware of Co
msat's

interest in seeking to provide aeronautical commun
ications

services to meet the growing need and requirements fo
r such

services. Comsat's interest and investment in all aspects

of an initial commercial aeronautical communicat
ions satel-

lite system have now extended over a number of year
s. We

are, therefore, greatly disturbed at the apparent c
onclusion

of the FAA that it is now planning to proceed o
n the basis

of a government ownership of the satellites a
nd that it is

seeking budgetary approvals for such a system.

As you know, Comsat, although a one hundred perc
ent

private stock company, is limited specifically by st
atute to

the field of satellite communications. Si
nce our establish-

ment we have vigorously pursued the econ
omic development of

reliable commercial services including satellite
 communication

services to aircraft in trans-oceanic flight. We have invested

considerable resources over the last several yea
rs in the

development of aeronautical services and hav
e submitted four

proposals to provide this service to the U.
 S. government and

commercial airlines. These proposals were based on extensive

prior discussion of requirements wit
h officials of the govern-

ment concerned with aeronautic
al commun5.cations. We have

offered to provide the desired servi
ces on a commercial lease

basis where we provide all inve
stment and guarantee the service;
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the customer(s) would pay only when the leased services are
available, and for the time that they are available, for the
duration of the lease period.

•

In making the corporate investment on which these prior
proposals were based, we have been guided by the established
government policy to utilize commercial communications ser-
vices when available rather than investing in government
owned and operated equipment. We were encouraged when the
Office of Telecommunications Policy, after reviewing the
aeronautical satellite question, restated on January 7, 1971
that it is the government policy to proceed with the program
and lease services rather than buy and operate equipment. We
have, therefore, continued to expend our resources since this
reaffirmation of policy, and believe the reversal of such a
decision now would not be in the public interest and would be
grossly unfair to our stockholders.

'1 am aware that the terms and details of a proposed U.S.-
European Agreement which is being constructed tends to cloud
the essential issues, and I wish to emphasize several funda-
mental points for your consideration:

Comsat is willing to provide any aeronautical service(s)
presently being contemplated for the proposed aeronautical
satellite program, in any of the frequency ranges being con-
sidered, on a fixed-price leased-services contract(s), for
a guaranteed service, without the necessity of government
investment. The only limitation on the quantity or quality
of service to be provided is the technical state-of-the-art,
which is unrelated to a lease or buy decision. The only
research and development involved lies in the way the communi-
tions links through the earth stations and satellites would

be used and not in the satellite technology.

While the terms of the proposed U.S.-European Agreement
Obviously present serious impediments to a U.S. government

lease of aeronautical services, it must be emphasized that
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these impediments are the direct consequence of the parti-

cularly bizarre management arrangements provided by the

proposed Agreement. They are not at all necessary con-

sequences of a leased-services approach. We would be

quite willing to invest in a partnership in which the

partners have equal voice in the selection of subcontract-

ors and vendors, the technical designs, adequacy of accept-

ance tests, etc., where the decision and direction is in

equitable proportion to investment risk. Obviously we

could not accept technical direction from a third party

over these matters affecting our investment.

Regardless of the scope of the initial program, the

total investment required and the realizable satellite

lifetime clearly supports the expectation that additional

customers could make use of these services, including some

:airlines. We can, therefore, see no conceivable reason

why the initial program should not be based on a common

carrier approach. In this manner, not only could additional

customers easily be accommodated but the cost to the govern-

.ment minimized, since the depreciation of ground equipment

would extend over more than the lifetime of the initial

satellites.

In summary, we have invested our resources on the basis

of published and reaffirmed U.S. government policy of leased

services, rather than government investment and ownership.

If the service is available commercially on a fixed-price,

guaranteed basis, how can it be justified on a research and

development basis, or on a government-ownership basis? Is

consideration of leased-service to be dismissed on the basis

of one particularly complex approach to a lease arrangement,

without even considering letting the investment partners make

the partnership arrangements on the basis of their investment?

And finally, when it is obvious that a successful aeronautical

satellite program can provide services to a number of users,

including commercial airlines, within the reasonable lifetime

of the first generation of aeronautical satellites, how can

any approach except that of a common carrier be justified?
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• I have not wished to impose on your time at this stage

by including in this letter a point-by-point analysis of the

many and substantial respects in which we believe the arrange-

ments proposed by FAA are impractical, and we believe contrary

to the public interest. We would be glad to provide such an

analysis in writing or orally, if you believe it would assist

the decision-making process.

Finally, an important point should be emphasized. Our

discussions with FAA and the airlines that have ensued over a

number of years up to these recent proposals have required us

to perform substantial planning and development work for the

offering of aeronautical communications services. In the course

of this work we have incurred system development costs in excess

of one million dollars ($1,176,000 as of September 30, 1971),

which now stand on our books. These costs must be written off

in a single year, if the Government proceeds in the fashion

proposed by the FAA. We think it is a discouraging commentary

on the seriousness of purpose with which the Government views

the mission of this Government-sponsored corporation, that, as

a result of actions of the Government itself, we should be re-

quired to write off the costs of our efforts to develop an

aeronautical communications system which would benefit private

and Government users alike.

CC: Mr. C. T. Whitehead

Sincerely,

Joseph H. McConnell



November 17, 1971

TO: Jon Rose

FROM: George F. Mansur

Attached are draft copies of memoranda which you discussed with

Torn yesterday. Also attached is a talking paper which was dis-

tributed at the Flanigan meetinf7, on Aerosat 3 weeks ago; it may be

useful in providinq a quick review of the program.

In view of our conversation yesterday, it in not clear that the

memos should be dispatched to Kissinger and Flanigan until you

and Torn have talked further. We would, however, appreciate your

comments concerning the validity of the views expressed in the memo.

I believe there are three options which have been enunciated:

1. Approve the tentative Memorandum of Understanding on

grounds that foreign relations requires this course of

action.

2. As a first step, request the FAA (Shaffer) to consult with

OTP to determine the feasibility of negotiating revisions

to be more consistent with Administration objectives.

From our viewpoint, this has the advantage of establishing

an OTP overview but the substantive results would probably
be minimal.

3. Recognize that the draft Memorandum of Understanding

embodies -provisions which should be corrected and, as a

result, reorient the U.S. -European discussions to achieve
a mutually acceptable agreement more consistent with U.S.
objectives. This approach would require:

a. A low key announcement that the draft Memorandum of
Understanding was under review by the Administration.
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b. Postponement of joint program approval until at least
mid-January.

c. Changes in beth the forum for nezotiations as well as

the substance. with respect to the former, we believe
that low-profile bilateral discussions would be essential.

As noted in earlier memoranda, the draft Memorandum of Understand-

ing contains three apparently independent provisions which we find

objectionable:

a. Requirement for unanimous agreement in program decisions,

which in effect provide veto power to ESRO.

b. Guarantees of equal sharing of R&D and production to ESRO.

c. Equal and joint ownership of the enterprise by the ESRO
and a U.S. industrial firm.

In truth, these provisions are not independent hut are interrelated
such that any two of the three provide ESRO with control of this pro-
gram and of an cc_y_intzm that may evolve.

We believe that b. and c., should be amended as follows:

o Award contracts for services and hardware on a basis which
will solicit European participation but which is not mandatory.
Article X of the Intelsat Agreement is a suitable precedent
and provides for contractor evaluation, first, on the basis of
price, quality and delivery, and second, on the degree of
international distribution of work.

o ESRO ownership (or indefeasible right of use) of communi-
cations channels to meet ESRO service requirements is
acceptable: however ownership of the enterprise should be
discouraezed on several ri,rounds, 1. e., inconsistent with
private sector investment, and forecloses offering broad
additional services to the maritime and telephone communities.
There are many precedents for this approach in the inter-
national communications industry.

If b. and c., can be structured properly, a,, is probably acceptable

to the U.S. and it may be tactful to yield on this point.
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As a postscript, I believe that many of our e7,:inting problems in space

cooperation are a direct result of our failure to structure a well planned

Post-Apollo activity which meets both U.S. needs and legitimate desires

of the Europeans for interaction with the U.S. sT)ace community. I want

to emphasize that this can and should be done, and further it can be

compatible with U.S. commercial exploitation of space technology. If

we set our minds to the task, appropriate new Post-Apollo initiatives

can be cleaned anzl rre.94).ritncl-to Vox Zullopeann in the near-term. This

would tend to defuze current problems in NATO, aerosat, and space

shuttle.
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MEMORANDUM FOR.

November 17, 1971

Mr. Henry KiseIntzer

Mr. Peter Flanigan

The issues which have arisen iLt connection wit
h the aeronautical

communications aLtellite are of a broad ;tad fundam
ental nature,

and the program itself is sin-iply the current focaly,oint. The

Preridert is corrmitted to a lessening of the role of
 the Federal

Government in activities which are more appropr
ifqely a part of

the private sector. The Administration's Aeron
autical Satellite

Policy of 7 Janzary 1971, in intended to further this 
objective and

to establish precedente for other proGrams.

The princit:al features of this Policy are:

a. Placement of responsibility to implement the Polic
y in the

FAA.

b. Requirement that the Government (FAA) lease its communi-

cations services from the private sector by co
mpetitive bid.

c. Requirement that institutional arran•;ements not
 foreclose

estal:lishment of a communication service which
 would serve

a broad range of users, including the FAA.

d. Fincouralement of international cooperation in way
s consistent

with other objectives.

In May the FAA, in conjunction with DoS
, initiated exploratory dis-

cussions with the Europeans represented
 by EER.0 to develop a

cooperative prolrarn. The draft Memoran
dum of Understanding which

has resulted is not consistent with the 
Administration's Policy of

January, 1971. The tentative arrangemen
ts include:

a. Esno veto power over all program decisions.
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b. Guarantees of an equal share for the Euro7eau2 in Etr'4ID
and Ina.nuNcturin; for the space segment.

C. Ownership cf the resultia, enttrnrise divided equary between
17.3110 and a private U.S. contraci.;*r.

The proposed arrantrernents contravene private rector incentives for
investment of vent.ire car.ital, and as a result the jnint FAA/ESP.°
program is opposed by U.S. communications carriers and several
aerospace firms. The international air earriers, both U.S. and
foreien, are also inalterably osTosed because of expected ittcreased
costs, implications of government ownershii), and European control
of the satellite communications serving. our domestic routes between
the U.S. Mainland and Hawaii.

The Department of State has expressed concern that unilateral U.S.
alteration to the proposed Memorandum of Understanding would be
harmful to our foreign relatione and has sulsested that ICAO would
block approval of the operational system. It seems to us that these
fears are not well founded for several reasons:

a. The FAA. Includinl its Administrator, has continually made
it clear tht the discussions were cx-rloratory and that a
review of the tentative agreements by the respective govern-
ments. both U.S. and Europeuz, would be necessary.

b. No ICAO action is necessary or contemplated until the end
of the decade, and it is difficult to believe that present
differences will have discernible effects on a world body of
122 nations in 1980.

0, The French and German space communities have provided
the principal motivation and guidance for the evolution of
the European views. In assessing this im,,a.ct of rene:lotiation
we must understand that there is a clear distinction between
the aviation ministries, the international air carriers, and
the French and German apace communities. The French
and German aviation ministries, and to a lesser extent the
British aviation ministry, tend to be influenced by the views
of their respective space communities, but I do not think
that most aviation ministries have stron/ fundamerttal views
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concerrang the anecific arraniz,ements erbabodied in the

proc,oned Mernorandlum of Uneerstanding.

The fundamental focus of current concern should not be the draft

11.Temorzundurn of Uneerstarciing, but the central issue, which is:

Can a coonerative rrop.ram be structured which is consistent uith

,dministration policy, and can such a program now be negotiated

with acceptable effects on foreigu relations.

The answer to this question can never be known unless further

negotiation is at least sttrmpted. There are reasons to believe it may

succeed. While i...ronesals to alter the program will definitely cause

adverse reaction from the French and German space communities, we

believe that the over-all reaction of governments can be minimized by

firm and tactful negotiation with the interested aviation ministries.

The Europeans are acutely aware of the strong opposition to the pro-

gram by the international Mr carriers, and of the recent concern of

several members of Cengress. They le.now also that there are diver-

gent views within the ilxecutive Branch and that the Aeministration is

reviewing the tentative arrangements. Accordinyly, the Europeans

are uncertain about the outcome and we propose therefore to use this

uncertainty to riegutiste arrangements consistent with broader

United States objectives.

In ow. view, this program can, if properly structured with the Europeans.

provide the seed for development of a new mobile communications

industry. .iince the satellites for this program are designed with

5-7 year lifetimes, •vve are now structuring the institutions for air

traffic control communications, and more generally perhans, a mobile

communications industry for the next decade aid beyond. This industry

might gross as much as $1 billion over the next decade. It can provirie

work in excess of $151 million to our aerospace and electronic

industries in the next five years. For this reason, the central thrust

of our policy is to permit a fair and equal competition by U.S. and

European industries without governmental guarantees which, in the

tentative agreement, restrict competition by providing for an equal

sharing of production independent of price.

The Congress is taking an active interest in the evolution of this

program and in the Executive Branch decision Process, We are

concerned about our inability to respond to the r:everta innuiries we

have received from the Congress. Early resolution of these issues

is essential.
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I suggeet that OTT' be i=ntru:ted to lintlertake, j3coniunctiQn -c:trith ta

FAA Jo•';',a co.ai.icv.Itinn if ti.;f: fascue3ic,ill botv., ti tim U. Z.. Arid

the iTitir3-1-.331!, tc71 re.:strwrt.:.re n /ireornent 771lich is cornistent wits

the Mministration objectives.

Clay T. Wlaitrillead,

DO CIMCN
DO RECORDS
Mr. Whitehead.

GFMansurftw



THE WHITE HOUSE

WAS

November 17, 1971

TO: Clay T. Whitehead

FROM: Peter Flanigan

Henry Kissinger and I have reviewed the policy implications

of the proposed U.S. -European aeronautical satellite memorandum

of understanding. We share your view that many of its provisions

are not consistent with the Administration's policies and objectives.

As a result you should reorient the negotiations, in conjunction

with the FAA and Department of State, to explore with the Europeans,

ways to develop a cooperative program which is consistent with

Administration policies. If this does not prove to be feasible, you

should develop options for further consideration.
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PROGRAM:

1. The purpose is to provide improved communications and

ultimately navigation for over ocean commercial air traffic control.

AEROSAT

October 19, 1971

2. The program consists of two phases: pre-operational

be-ginning in 1973 which will transition to operational (mandatory) by

1980.

3. Current plans are for two satellites over each of the Atlantic

and Pacific Oceans, to be followed in the late 701s with additional

satellites to provide world coverage.

4. Costs estimates for the program range from less than $75 M

(Hughes) to $140 M (FAA/ESRO. )

5. Although the focus is currently on FAA ATC utilization, it is

expected that a properly conceived system would provide major new

services to the Maritime community as well.

ADMINISTRATION POLICY:

1. Plans for an aeronautical satellite have been discussed since

1966, but technical and institutional problems prohibited initiation of

the program.
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2. Between 1966 and 1970 two competing programs evolved: an

FAA/COMSAT lease arrangement and a NASA/ESRO research and

development program.

3. OTP undertook a policy review in October 1970 which lead

to enunciation of the Administration Policy on 7 January 1971.

Principal features of the policy are:

a. Delegated full responsibility to the FAA thereby killing

--the NASA/ESRO program.

b. Required the Government to.lease services from the

private sector by competitive bid.

c. Required institutional arrangements to be consistent with

deployment of a multiple user system, and

d. Encouraged international cooperation where consistent

with other objectives.

STATUS: 

1. By letter of 11 June, OMB asked the FAA to explore international

participation.

2. This lead to FAAJESRO discussions starting in July and

continuing to the present.
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3. A tentative draft memorandum of understanding has been

prepared by the FAA and ESRO which:

a. Provides for the Europeans to contribute 50% of the

program cost which is estimated at $125-140 M.

b. Requires unanimity between the US and ESRO in all

program decisions which, in effect, provides veto power to any

member of ESRO.

c. Requires that production be shared with the Europeans

on a 50-50 basis.

d. Requires 50% ownership of the enterprise by the Europeans.

- 4. The draft Memorandum of Understanding is scheduled to be

signed by the FAA and ESRO on 3 November.

RESULTS:

I. US aerospace industry and common carriers received the

Administration Policy of 7 January very favorably, and initial

indications were that five firms planned to bid the program on a

lease-service basis. These five were: COMSAT, RCA GLOBCOM,

Hughes, Philco Ford, and GE.
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2. As presently structured in the draft Memorandum of Under-

standing, the U.S. aerospace industry and common carriers have

stated that they cannotprovide leased services because of the absence

of investment incentives and the "bizarre institutional arrangements.

3. Accordingly, the FAA is now requesting a Government owned

system with 50% ownership by the FAA and 50% ownership by ESRO.

POSITIONS:

1. The FAA and State Department support the program.

2. OST, Pete Peterson, and NASC have major problems with

the Memorandum of Understanding, but are uncertain as to what steps

should be taken at this time.

3. NSC also has serious problems with the Memorandum of

Understanding, but does not believe the issues are sufficiently

important to be addressed by NSC.

4. The U. S. communications carriers strongly oppose the

Memorandum of Understanding since it precludes a private sector

offering of a major new communication service.
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5. Most of the aerospace industry opposes the Memorandum of

Understanding because of the awkward management and procurement

provisions.

6. The international air carriers, both U.S. and foreign, are

unalterably opposed to the FAA/ESRO program and have currently

mounted a campaign in Congress to stop the program. Congressman

McFall of the House Subcommittee on Transportation plans to hold

hearings on the proposed FAA/ESRO program the week of 18 October.

RECOMMENDATIONS:

1. As presently structured, the program should be disapproved

on the basis that it is inconsistent with Administration policy.

2. Alter the program to provide incentives for private sector

development.

3. Try to establish an international "coordinated" program

rather than a "joint" program.

4. If 3., is not possible, proceed with deployment in the Pacific

where the U.S. has unilateral ATC responsibility and work towards

extension of the system to the Atlantic in 1974-1975.
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5. Accelerate the program to realize employment opportunities

by summer of '72.
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OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C. 20504

DIRECTOR

MEMORANDUM FOR

November 17, 1971

Mr. Henry Kissinger

Mr. Peter Flanigan

The issues which have arisen in connection with the aeronautical

communications satellite are of a broad and fundamental nature,

and the program itself is simply the current focal point. The

President is committed to a lessening of the role of the Federal

Government in activities which are more appropriately a part of

the private sector. The Administration's Aeronautical Satellite

Policy of 7 January 1971, is intended to further this objective and

to establish precedents for other programs.

The principal features of this Policy are:

a. Placement of responsibility to implement the Policy in the

FAA.

b. Requirement that the Government (FAA) lease its communi-

cations services from the private sector by competitive bid.

c. Requirement that institutional arrangements not foreclose

establishment of a communication service which would serve

a broad range of users, including the FAA.

d. Encouragement of international cooperation in ways consistent

with other objectives.

In May the FAA, in conjunction with DoS, initiated exploratory dis-

cussions with the Europeans represented by ESRO to develop a

cooperative program. The draft Memorandum of Understanding which

has resulted is not consistent with the Administration's Policy of

January, 1971. The tentative arrangements include:

a. ESRO veto power over all program decisions.
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b. Guarantees of an equal share for the Europeans in R&D

and manufacturing for the space segment.

c. Ownership of the resulting enterprise divided equally between

ESRO and a private U.S. contractor.

The proposed arrangements contrave
ne private sector incentives for

investment of venture capital, and as a result the joi
nt FAA/ESRO

program is opposed by U.S. communications carrier
s and several

aerospace firms. The international air carriers, both U.S
. and

foreign, are also inalterably opposed because of expecte
d increased

costs, implications of government ownership, ahd Europ
ean control

of the satellite communications serving our domest
ic routes between

the U.S. Mainland and Hawaii.

The Department of State has expressed concern that un
ilateral U.S.

alteration to the proposed Memorandum of Understanding would b
e

harmful to our foreign relations and has suggested that I
CAO would

block approval of the operational system. It seems to us that these

fears are not well founded for several reasons:

a. The FAA, including its Administrator, has continually made

it clear that the discussions were exploratory and that a

review of the tentative agreements by the respective govern-

ments, both U.S. and European, would be necessary.

b. No ICAO action is necessary or contemplated until the end

of the decade, and it is difficult to believe that present

differences will have discernible effects on a world body of

122 nations in 1980.

c. The French and German space communities have provided

the principal motivation and guidance for the evolution of

the European views. In assessing the impact of renegotiation

we must understand that there is a clear distinction between

the aviation ministries, the international air carriers, and

the French and German space communities. The French

and German aviation ministries, and to a lesser extent the

British aviation ministry, tend to be influenced by the views

of their respective space communities, but I do not think

that most aviation ministries have strong fundamental views



concerning the specific arrangements embodied in the

proposed Memorandum of Understanding.

The fundamental focus of current concern sh
ould not be the draft

Memorandum of Understanding, but the central issue, which is:

Can a cooperative program be structured 
which is consistent with

Administration policy, and can such a program now be negotiated

with acceptable effects on foreign relations.

The answer to this question can never be known unless fu
rther

negotiation is at least attempted. There are reasons to believe it may

succeed. While proposals to alter the program will definitely cause

adverse reaction from the French and German space communities, we

believe that the over-all reaction of governments can be minimized by

firm and tactful negotiation with the interested aviation ministries.

The Europeans are acutely aware of the strong opposition to the pro-

gram by the international air carriers, and of the recent concern of

several members of Congress. They know also that there are diver-

gent views within the Executive Branch and that the Administration is

reviewing the tentative arrangements. Accordingly, the Europeans

are uncertain about the outcome and we propose therefore to use this

uncertainty to negotiate arrangements consistent with broader

United States objectives.

In our view, this program can, if properly structured with the Europeans,

provide the seed for development of a new mobile communications

industry. Since the satellites for this program are designed with

5-7 year lifetimes, we are now structuring the institutions for air

traffic control communications, and more generally perhaps, a mobile

communications industry for the next decade an:I beyond. This industry

might gross as much as $1 billion over the next decade. It can provide

work in excess of $150 million to our aerospace and electronic

industries in the next five years. For this reason, the central thrust

of our policy is to permit a fair and equal competition by U.S. and

European industries without governmental guarantees which, in the

tentative agreement, restrict competition by providing for an equal

sharing of production independent of price.

The Congress is taking an active interest in the evolution of this

program and in the Executive Branch decision process. We are

concerned about our inability to respond to the several inquiries we

have received from the Congress. Early resolution of these issues

is essential.
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I suggest that OTP be inst
ructed to undertake, in conjunction with the

FAA and DoS, a continuat
ion of the discussions between the U.S. and

the Europeans to restruc
ture an agreement which is consistent with

the Administration objecti
ves.

Clay T. Whitehead



11:00 a.m. Wednesday November 10

IVerosat Meeting 

Roosevelt Room, White House 

Peter Flamigan
Don ke

fries Beggs

Gen. Haig

Jack Shaffer
Ed David
JO,Magruder
Dr. -Mansur
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Friday 10/22/71

3:00 Checked with Marge; the Aerosat meeting is scheduled
for 11 a. m. on Wednesday (11/10) in the Roosevelt Room.
(the room has been reserved for no more than two hours).

We are calling Rice's office to get the meeting on his
calendar for sure.

Dr. Mansur will let us know who else should be invited.

cc: Dr. Mansur

MEETING
11/10/71
11 a. m.



Friday 10/22/71

11:40 Dr. Mansur has asked us to check with Marge and

schedule a meeting for November 9 or 10 (1 to 1-1/2 hours)

in the Roosevelt Room — re Aerosat.

Essential people are Flanigan and Don Rice; others would

be Mr. Whitehead, Dr. Mansur, Shaffer, et al.

MEETING
11/9 or 10
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Friday 10/22/71

3:00 Checked with Marge; the Aerosat meeting is scheduled
for 11 a. in. on Wednesday (11/10) in the Roosevelt Room.
(the room has been reserved for no more than two hours).

We are calling Rice's office to get the meeting on his
calendar for sure.

Dr. Mansur will let us know who else should be invited.

cc: Dr. Mansur

MEETING
11/10/71
11 a. m.



Tuesday 11/9/71 CANCELLED MEETING
11/10/71
11:00

10.00 Per Dr. Mansur's instructions, we have cancelled the Aerosat meeting
in the Roosevelt Room which was to have been held at 11:00 tomorrow
morning Med. (11/10).



Tuesday 11/9/71 CANCELLED MEETING

11/10/71
1100

10.00 Per Dr. Mansur's instructions, we have cancelled the Aerosat meeting
in the Roosevelt Room which was to have been held at 11:00 tomorrow
morning (Wed. (11/10).

•

•



November 4, 1971

George Mansur

Jack Thornell

Meeting with Dave Israel Today

Dave and I discussed all of the primary issues on
Aerosat. The several points that were raised are
summarized as follows:

1. Management/Institutional Structure. Dave thinks
it is possible to change the institutional structure to
an extent that ESRO would not be the primary European
participant. In this regard, the aviation interests of
the various countries could be signatories to the MOU.
He does not think that the unanimity rule can be dis-
carded and still maintain the partnership agreement.

2. I ind.cated to Dave that I considered that the
channel requirements that have been displayed were arti-
ficially derived to make sure that there would not be
multiple usage of the system. Dave, at least, is firmly
convinced that the minimum requirements stated are real
and that those are the ones he would be willing to defend.
However, these minimum requirements include airline require-
ments and this is another point of our dissatisfaction in
that the FAA/Europeans should not have the primary role of
determining airlines' requirements or use of the system.

3. I told Dave that much of our disagreement with the
MOU was with regard to the lack of competition and the
production sharing arrangements. He understands our posi-
tion but doesn't recognize OTP authority to make this
Government policy. It is his position that if the U.S.
Government in the form of Kissinger, or some other high
level official, were to state that international competitive



bidding is is the rule and that the U.S. will not enter into

Government guarantee of production sharing arrangements,

then the FAA would attempt to change the MOLL

4. Dave is convinced that a joint program is not

achievable with the Europeans unless the production

sharing arrangements are included. Be is farther con-
vinced that the Europeans are capable and competent to

build a system independent of the U.S. and will do so

immediately if this MOU is not signed and the program

proceeds. The State Department has advised Dave that

launch assurances have already been given to the Europeans

for an aeronautical or maritime satellite. Dove is afraid

that if we change the program and the Europeans pull out,

the Europeans will, in fact, proceed and be far ahead of the

U.S.

In summary. the substance of the MA position has not

changed and the only apparent consequences appear to be

taking ESRO superficially out of the picture. This

doesn't really change anything that we base our objections

on.

1714T

ccit Tom Whitehead (2)

Dir's Chron
Dir's Records
Thornell's Chron
Thornell's File
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UNDER SECRETARY OF STATE

FOR POLITICAL AFFAIRS

WAS HI NGTON

. MEMORANDUM FOR MR. HENRY A:KISSINGER
THE WHITE HOUSE

.• •

•

Subject: DOT/FAA Preoperational Aeronautical
Satellite Program

••

4

* The Derartment of State strongly supports the DOT/
FAA program for implementing a Preoperational aeronautical
satellite system on a joint basis with ESRO, and involving
participaticn by Australia, Canada and Japan. The Depart-
ment believes that failure to go forward would have
serious negative foreign relations consequences, and it
favors approval of the project as ncw negotiated for the
following reasons:

1. It represents a favorable opportunity to engage

of high indvstrial and Political interest in Europe.
We have already entered into serious and well-publidized
negotiations with the Europeans, ard - to reverse ourselves
would, in our view, have an unfavorable impact not only
on future cooperation in post-Ar.ollo and other space-
related activities, but on overall US-European relations.

2. Cancellation would result in a clear diminution
of United States influence and leadership in ICAO should
the US chang its necotated position and decide to
proceed unilaterally in the Pacific Ocean area. We be-
lieve that the EuroPeans would, in turn, decide to
proceed unilaterally in the Atlantic. They clearly have
the capability, motivation and desire to go it alone, and
we have offered*to launch this typo of satellite for them.
This would result in 4..!-,e Europeans proposing to ICAO
their own systen sp.ecifications as o,nerational standards.

D,",%1

competing US proposals.
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cost of the program, t
he Europeans would 

pay th:; Unitedthe negotiated progr
am, because, in pay

ing one-half the

. .

3. A. favorable balance 
of payments will resu

lt from••

•
2
:

States for half the laun
ch costs.

• 4. Transoceanic civil
 aviation is, by i

ts very nature,

international. Any satellite sys
tem must be integrated

into a common system 
of air traffic cont

rol. Air traffic

control involves the 
safety of life and

 property and

such a system must be 
standardized and acce

pted by all. ,a

International agreem
ent is required to

 re-configure exist-

ing Flight Informati
on Regions (FIR's: 

in order to take

maximum advantage of
 the communication

s satellite mode

and to economize on 
en route charges to 

civil aviation.

5. Given the stat
e of the art in Europ

e, the benefits

of a joint program
 can be obtained wit

hout the loss of

United States tec
hnological advantage.

 Moreover, the draft

Memorandum of Und
erstanding includes a

 provision ensuring

that Munitions Co
ntrol regulations woul

d apply.

While th3 United St
ates could unilatera

lly establish

a preoperationa
l system ih the face o

f a separate -

European et ort, u
nilateral testing and

 use would not

advance the intere
sts of the US. In contrast, the

negotiated program 
is clearly in the in

terests of the

United States. Amplification of the 
foregoing points

is contained in 
the D2partment's lette

r of October 20

to the Office of
 .Management and Budge

t and is appended

hereto.

The DOTXF.AA concu
rs in this memorandum.

••••.

•

•

•

•

U. Alexis Johnson

•



AEROSAT 

CHRONO LIST TYPED 

COPIES XEROXED FOR

TELECOMMUNICATIONS

-

-

-



OFFICE QF TELECOMMUNICATIONS POLICY

#

go-ie -0/)5

74-/ 7,2s,\apitft

41,4 &c

o21 

14/114 / Y1 .4- 7- 

Ore4"" d61 11'1

ete'Vt (e--1.11r

;Jr
fit

47,:tp 44 (4.4e-14—
r



muuLmy JI Ip
afice 'of Telecommunications Policy

From:
To:

Rem

Date: oci- 2 9 1971 

v'Whiteh6a-d, C. T.

Babcock, C.
Buss, L.
Carruthers, B.
,Cooke, A. ,Culpepper, C.
Dean, W.
Doyle, S.

'Er0ow, P.
•_

Goldberg, H.
Hailey, L.
Hall, D.

, Hinchman, W.
Jansky, D.
Johnston, B.
Joyce, C.
Lamb, B.

'[ions,
Lasher, S.

W.
McCrudden, M.
Nelson, R.
Owen, B. . ,
Ra -ki, L.
Robinson, K.
Scalia, A.
Smith, L. --

---Thornell, J.
Urbany, F.
Ward, D.

..



THE WHITE HOUSE
WA SH INF3 TO N

October 29, 1971

TO: Tom Whitehead

FROM: Bill Magruder

Per your instructions on dis-
tribution, I am awaiting your
suggestions on distribution.





October 25, 1971

TO: File

SUBJECT: FAA/ESRO Aeronautical Satellite Program

1. A summary of key office positions is offered in the attachment.

The major argument seems to be:

a. Is it wise to offer joint government management of the pro-

gram as opposed to a "coordinated" program providing some

private sector incentives?

Will the termination of the present FAA/ESRO tentative
agreement seriously damage international relations in an

area where the President has promised cooperation?

c. Will a change in the FAA/ESRO negotiations delay, to a
hurtful degree, the ICAO approval of specifications?

d. Will a satellite navigation system, independent from the
airplane, really offer an Air Traffic Control Advantage?

e. Is a technology transfer issue involved?

f. Will a U.S. alone program aid balance of trade?

g• Will the total program cost decrease if the U.S. goes alone?

h. Will the UHF system offer a needed communication advantage?

2. Recognizing that:

a. There is no consumer demanding the system.

b. There seem to be disputes about all the major elements; cost,
trade balance, traffic control, management benefits and the

best way to secure ICAO specification approval.
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c. Some embarrassment will be caused by a complete turn

off of the project.

3. It would appear wise to:

a. Review and get agreement upon basic elements of the

program.

b. Delay the agreement 30 days until a better basis for

agreement exists regarding the total program.



OF

SUMMARY OF POSITIONS

FAA/ESRO PROGRAM ISSUES

AIRING

IATA

OST OTP NASA FAA STATE ATA NASC

A. No No Yes Yes Yes No Yes

B. - No - Yes Yes Yes

(. -- - Yes Yes Yes - Yes

1). No Yes Yes Yes -- No Yes

E. No Yes No No - Yes

1,'. Yes No No No - No

G. Yes No No No Yes Yes

to U.S.

II. Yes Yes Yes Yes Yes Maybe Yes?
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WASHINGTON. D.C. 20510

Mr. Clay T. Whitehead, Director

nclice of Telecommunications Policy

1800 "G" Street

Washington, D. C. 20504

October 29, 1971

Dear Mr. Whitehead:

Forwarded herewith is a copy of a letter I have received

from Mr. Stuart G. Tipton, President, Air Transport Association.

You will note that in the last paragraph of his letter

Mr. Tipton indicates that it is his understanding your office will

be reviewing the Federal Aviation Administration proposed program

for the use of satellites in civil aviation. The letter is very

articulate and succinctly sets out strong arguments against such a

program.

I would appreciate any information which you can provide

ton-e at this time as well as a report on any findings which may be

developed by your office.

Best regards.

GA:jet

1 Enclosure a/s

Sincerely yours,

7/2 4e,

0 -(4Go' don Allott

United States Senator



To:

From:

Subject:

liniw

OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C. 20504

October 28, 1971

Tom Whitehead

Jack Thornell

Aerosat

While your memo to Peter Flanigan of October 13 summarizes

the basic issues on Aerosat, it is appropriate that sev-

eral of the issues should be expanded. These are:

INTELSAT. The State Department is very much in favor of

and totally supports the 1980 operational system being

provided by INTELSAT. The Europeans, primarily the French

and the British, were instrumental in having Article 1 k.

of the INTELSAT Definitive Arrangements specifically exclude

mobile services from the competence of INTELSAT unless that

competence is self-imposed by a 2/3 vote in the Assembly of

Parties. It is our opinion that this European position is

a result of their desire to control mobile services and keep

them from ever being provided by INTELSAT.

International Civil Aviation Organization (ICAO) To a

certain extent, the Europeans are "blackmailing" the US in that

ICAO provides the international standards for operational

systems and the State Department is fearful that if we do

not accede to European desires, they will block any unila-

teral US efforts in Aerosat communications.

Competition. While we strongly oppose the production sharing

criterion as the primary qualification to be a bidder, the

ramifications are even more serious in that, unless a US

company is selected by a group of European companies to bid

with them, they are automatically excluded from the compe-

tition.
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Program Emphasis. Primary conclusions drawn from the

Executive Office Working Group study in the Fall of 1970

was that the technology is available and private industry

is competent and willing to provide aeronautical communi-

cation services. The European aerospace industry, not

necessarily having this full competence, has influenced

the Aerosat negotiations to emphasize the space technology

aspects of this communications facility for the net benefit

of European Aerospace industry.

In a letter to Donald B. Rice from Phil Trezise, the State

Department summarizes their position on the program as

follows:

(1) Agreement on appropriate standards for an operational

system by 1980 requires major European participation in the

preoperational program;

(2) Reduction of overall cost of the preoperational

program requires major European participation;

(3) Achievement of balance-of-payments advantages in

the preoperational phase requires at least major European

participation and hopefully broader participation;

(4) Major European participation is attainable only if

Europe has a significant role in program management and

European industry can participate on a reasonable basis;

(5) The proposed program provides for European parti-

cipation on a reasonable basis consistent with US objectives

and our overall foreign policy posture toward Europe;

(6) European interest, cohesion and capability in this

matter is sufficient to support a successful joint effort.
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COMMITTEE ON APPROPRIATIONS

WASHINGTON. D.C. 20510

- October 26, 1971

Mr. Clay T. Whitehead, Director
Office of Telecommunications Policy •
1800 G Street
Washington, D. C. 20504

Dear Mr. Whitehead:

I am transmitting herewith a copy of a letter
dated October 14 from 1:r. Stuart G. Tipton, President
of the Air Transport Association, and a copy of my
letter to the Honorable John A. Volpe, Secretary of
Transportation. The correspondence relates to a
proposed agreement for a joint international program
of preoperational trials of satellites for civil
aviation.

It would be helpful for the Subcommittee to
have your comments on the points raised by
Mx. Tipton, with particular reference to the review
of this matter within the Executive Branch. Your
early response is requested.

With kind regards.

RCB :Wk

Robert C. Byrd
Chairman
Subcommittee on the
Department of Transportation
and Related Agencies
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OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON. D.C. 20504

October 22, 1971

Mr. J. H. Shaffer

Administrator

Federal Aviation Administration

Washington, D. C. 20590

Dear Jack:

DIRECTOR

The Executive Office and the White House have reviewed the

Aeronautical Satellite Program as I indicated in my letter of

17 September. It was concluded that the management, production

sharing, and ownership arrangements embodied in the draft FAA/ES
RO

Memorandum of Understanding are not at all consistent with Admi
nis-

tration objectives and policies. Therefore, the Department of

Transportation request for approval of the program as presently

structured cannot be granted.

It was further agreed that a meeting should be held with D
oT/FAA,

Executive Office, and White House representatives to discuss
 actions

which should be taken to reorient the program to assure early a
nd

efficient service. The meeting is tentatively scheduled at 11:0
0 on

November 10 in the Roosevelt Room at the White House, and I woul
d

appreciate knowing if that is convenient for you. I woul
d be pleased

to discuss this with you in more detail at any
 time.

Sincerely,

Clay T. Whitehead
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OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C. 20504

DIRECTOR

October 22, 1971

Honorable James Beggs

Under Secretary for Transportation

Department of Transportation

Washington, D. C. 20590

Dear Jim:

The Executive Office and the White House have reviewed 
the

Aeronautical Satellite Program as I indicated in my letter
 to

Jack Shaffer of 17 September. It was concluded that the manage-

ment, production sharing, and ownership arrangements 
embodied

in the draft FAA/ESRO Memorandum of Understandi
ng are not at

all consistent with Administration objectives and pol
icies. There-

fore, the Department of Transportation request for 
approval of the

program as presently structured cannot be granted.

It was further agreed that a meeting should be held 
with DoT/FAA,

Executive Office, and White House representatives to 
discuss actions

which should be taken to reorient the program to ass
ure early and

efficient service. The meeting is tentatively sched
uled at 11:00 on

November 10 in the Roosevelt Room at the White H
ouse, and I would

appreciate knowing if that is convenient for you. I 
would be pleased

to discuss this with you in more detail at 
any time.

Sincerely,

Clay T. Whitehead



Monday 10/18/71

6:20 We have scheduled the meeting with Mr. Flanigan on

disposition of the Aerosat matter for 12 noon on

Thursday (10/21) in Mr. Flanigan's office and have

invited the following: (They will let us know if

they plan to attend)

f
Dr. David ra,
Gen. Haig 'tietef-,404 64-1""‘..4

Pete Peterson

Bill Magruder Magruder 1°_.

Don Rise

ex '

MEETING
10/21/71
12 noon



Tuesday 10/12/ 71

5:55 At Mr. Whitehead's request, called Marge to say that
a meeting should be set up this week — preferably
Thursday (10/14) — to reach a decision on how to
dispose of the Aerosat matter (approximately an hour).
Should include:

(Mr. Whitehead plans to talk
Mr. Flanigan to Mr. Flanigan about it at staff meeting
Dr. David ( on Wednesday 10/13)r
Gen. Haigo-TP,,,,. h •
Pete Peterson
Bill Magruder s^tifierviy..)..., LA)

ciDon Rice efl

Suggested I call Rice and say we are going to focus on the political
and international aspects of the problem because we don't think
the budgetary considerations drive it. ? ? If he opts not to be
at the meeting-0.K. Rice and Tom can talk about it beforehand
if he doesn't want to go.

We have the views of David and Peterson. If they think that's
enough and they don't want to participate — 0.K.

Obviously it's up to Haig if he wants to come. Has any questions
about whether he should be there, should give TW a call?

Meeting would be held in the Roosevelt Room.



DEPARTMENT OF STATE

Witihi.".;!On. D.C. .20523

Mr. Donald B. Rice
Assistant Director
Office of Management and BudgetExecutive Office of the PresidentWashington, D. C. 20503

Dear Mr. Rice:

4

OCT 20 19 71

•

On October 7, Under Secretary Beggs or rne Department ofTransportation informed you by letter of the status of theexploratory discussions with the Europeans and certain other
countries in respect to a joint experimental preoperationalaeronautical satellite program.

This Department fully supports the joint program which webelieve is the host available moans of moving toward required
international a,jreenent on operational standards for satellite-
based air traffc control by the Administration's targetdate of 1980. Wa also believe that this cooperativpLJL el[:ong tne major avation countries willcreate conditions necessary ;for reordering international-airtraffic control responsibilities in a lanner which takesfull advantage of the potential of improve:I communicationsfor centralizing and automating air traffic control and henceeffecting economies in en route charges which heavilyaffect U.S. carriers and passengers. These and other.considerations are explored in more detail in the enclosedpaper.

Major European countries have had a continuing interest inparticipating in the develo?m2nt and manDr,:ement of satellitecommunications for air traffic control. _This interest wasevident in the negotiations on definitive arrangements for .INTELSAT (where European pressure resulted in placing suchcommuniCations services in a special category reguiringgovernrcent approval for INTELSIIT action), in continuino bilateral
approaches to the United States, in the public c;ttorronts ofthe Europn7in Spc.ce Conference, and in European Initiativeswithin the International Civil Aviation Organization seekingto require that Organization's -,-)rior app;-oval of anypreop-.!rational efforts. The European Spz!cc, Research Organiation
has contracted for and received tiiree svstcm designs for a
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European preoperational system. Thus, the Department believes

that any U.S. preoperational efforts should take a
ccount of

the interest and capabilities of our European 
allies and

be consistent with the President's stated intention to pursue

opportunities for international space cooperation 
in general

and specifically with the Europeans.

The proposed program -is of sufficient interest to the Europeans

that they have made substantial concessions to 
our preferences.

For example, they are willing to assume half the
 full program

cost for a combined Atlantic/Pacific capabilit
y despite the

fact that United States authorities will utili
ze about

two-thirds of the system cacabilitv without user 
charges.

While the Europeans are assured a "fair and
 reasonable"

industrial oppertunitv, they have accepted the
 balance of

payments outflow of half the launch costs 
(approximately 15%

of total program cost), of .half the ad
ministrative cost of

a manageent faci)ity almost certain
 to be located in the

United States, and of necessary U.S. 
procurement to fulfill

contractual obligations allocated, to 
European subcontractors

by an anticipated U.S. prima contract
or. Most important,

they Luc eliter3ng joinL pl:ogrL1.1 wiji the express unatr-

stancting tnat -c.ncse arranyuiAnts are ctppliuLlu:

preoperational efforts to work toward 
ICAO standards and that

the United S*at.es fully intc;nds that 
operational traffi.c

control c=muAications be provided by a 
commercial entity and

integrated into a multiple user svstam.'

We are concerned that European go
vernments (and Canada) would

.be gravely disappointed by U.S. rej
ection of these agreemznts

and would interpret it as a U.S. ref
usal to participate in

any effort which we could not domi
nate. Such an attitude

would be totally inconsistent with. the
 President's posture

toward our major allies.

Equally important, the likely Europea
n reaction to a U.S.

decision to proceed unilaterally i
n the Pacific would be a

parallel unilateral European effort i
n the Atlantic and a

boycott of cur Pacific systca. While this effort might be

slow to bear fruit, there is every lik
elihood that Europe

*The January 7 OT? Policy Statement
 states that "it is possible.

that a single system combining the functio
ns of communications

and noniti.c,n to both rri.t5 nd aviaLci

servicns wuul.cl pTdt benf:its in a worldwi6u

sv:;*4."
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would produce a system (which we are comm
itted to launch) and

that the present political alignment of I
CAO would result

in acceptance of European specifications 
despite their

technical or econcmic inerioritv. Such a risk, combined with

the adverse foreign policy consequences of 
program rejection,

seems intolerable from our point of view.

Technological suocrioritv is, of course, o
f comnercial

significance only when it results in produ
cing saleable

products. In air traffic control, governments are t
he

principal customers and foreign governiAents
 control their ,air

carriers which arc the other principal source
 of system patronage.

Thus, there must be a balance between the 
preservation of U.S.

.technological superiority and the need to p
reserve the

potential market. Since this project will be a first cra
ck

at a mobile service communications satellit
e, what is likely.

to be most important in future technical term
s is how a

second generation, multi-purpose satellite can
 be improved

on the basis of this experience. A U.S. lead contractor,

responsible for overall systems design and 
coordination,

should be in a far better position for future 
competition

than any limited European participant.

At the same time, a cooperative prograi will enable us to have

a deterrainative :(Dice in ICO specifications z.n
d preclu:de

the development of a rival system. In an operational phase,

the nun..ber of custalers will extend fa,- beyo
nd those interested

in manufacturing, thus creating pressure for
 broad procurement

competition as in INTELSAT.'

In sum, therefore, the Department of State 
believes that:

(1) Agreement on appropriate standards for an

operational system by 1980 reauircs major Eur
opean

participation in the preoperational program;

(2) Reduction of overall cost of the preo2erationa
l

program requires major European participation
;

(3) Achievement of balance-of-payments advantages

in the preoperational phase requires at
 least major

European participation and hopefully broac.ler

participation;

(4) Major European participation is attainable
 only

if Europe has a significant role in prog
rz-11 managem.:mt

and 1:uro:2,1,::n i;:c:ustry can azticate on a roason.7.ble

hasis;.
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rally

. (5) The proposed program provides for European

participation on a reazonahle basis consiste
nt

with U.S. objectives and our overall foreign
 policy

posture toward Eurone;

(6) European interest, cohesion and capability 
in

. this matter is sufficient to support a succ
essful

joint effort.

With respect to Under Secretary Beggs' request for 
authority

to conduct the U.S. portion of such an expe
rimental/preoperational

program on an investment basis rather than a l
ease basis, ';‘,-e

have more limited comments. We recognize the "unambiguous

leadershiD" conferred upon DOT/FAA by the Ja
nuary 7 OT?

Policy Statement and we have no reason to di
spute the FAA's

views that it must play a major managenent rol
e in the joint

Iproject through thc pronosed Joint Program 
Office. With FAA

!exercising this responsibility, making a U
.S. private

contractor rcoonzible under lease for s
ystem performance

would result in duplication of management 
structure and

threaten conflict between the leasor's m
anagement views and

those cf the Fi.A. A lease arrangement might also throw upo
n

a private conLractor the rick of launch
 failure (which is.

totally within Government control) an 
create a boom Or

contract denenaing on launch exnerienc
e. Moreover, a lease

arrangement harr:ware and services with international

contrator selection raisEs serious p
recedential questions

which mig:It delay the program, when
 a very similar degree

of private participation might be ob
tained by contracting

-separately for hardware and =Eration
 of control facilities

and earth stations. Finally, Under Secretary Begg's comparison

of private and Government financing c
harges seems most

appropriate.

From the international point of view
, an investment arrangement

would simplify the arrangements and ens
ure a nore cohesive

U.S. position since separate FAA and
 contractor interests

would not be involved in mana7=2nt decisi
ons. From a policy

'point OT—view it would be acceptabl
e for a preoperational

(cxperi=ntal) system while, at the same time, it 
would

clearly separate the preoperational and 
operational phases
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and thus optimize the prospects that development an
d owner-

ship of the subsequent operational system will be attractive

to a commercial entity.

Enclosure:

1 As stated above.

•••

4 k

Sincerely yours,

Philip H. Trezise
Assistant Secretary
for Economic Rffairs

• •



Summary Of International Aviation

and Foreign Policy Issues

in the Aeronautical Satellite Program

There arc a number of int -related international aviation

and foreign policy issues involved in the prop
osed preoperational

aeronautical satellite program. che that must be given full

recognition and consideration is the United S
tates commitment

to the ICAO (International Civil Aviation Organ
ization) whose

membership includes 120 contracting States. 
ICAO is responsible

for adopting teleco=unications standards (a
mong others)

- for international civil aviation to assure saf
e and efficient

operations.

Various meetings of ICAO organs piepare Sta
ndards and

Recommended Practices (SARPS). In tur.41, such recommendations

are forwarded to all States for comment and 
approval. The

ICAO Council then reviews the reccemndations 
and, taking

into account thc cc=ents of States, adopts
 (or rejects)

SARPS. Upon aPproval by the Council, States are ob
ligated

to adopt and put into operation the standar
ds, oracticcs

and procedures to the maximzm extent poss
ible. ICAO SARPS

reciuire arev.1 of a majcrty of t1-0 contr
acting States,.

• ,
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The devcdopment and approval of SARPS i
nvolves political as

well as-tcchnicp1 considerations since the
re are econo:Aic

impacts on the ucicrs and also the industri
al sectors of

various member countries are desirous of 
and insistent on

having opportunities to particiate in the
production of

avionics and other equipment. •

In 1968, ICAO estblished a panel to 
develop the recommended

requirer-_!nts and technical characteristics for an 
operational 

aeronautical satellite system. The members of the panel

are the United States, Australia, 
Canada, France, Federal

Republic of Germany, Japan and the Un
ited Kingdom; the ITU

(international Te2cco=unieation Union), IA
TA (International

Air Transport Association) and WY.0
 World !-:etcorological

-Organization) also participz.:te. Until the time of its last

meeting (January 1971) the panel was
 sharply divided in respect

to the order of radio frequencie
s to be used; the U.S. position

on vli7 wi.is supported by the IATA but stron:11.; 
opposed by

the oth6r members of the panel. 
By the time the frequency

problem was resolved as a result of t
he OTP Policy Statement

of January 7, 1971, which specif
ied um', considerable fear of
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U.S. intentions to proceed unilaterally had developed among
b the other members; as a result, the majority of the panel tc)ok

the position over U.S. objection that ICAO must specify the

characteristics and parameters for both  Iprecerational and 

operational systems.

While the OTP Policy Statement resulted in an alignmcnt

between the U.S. and the Eurc-)cans in respect to radio

frequencies, it gave' the Europeans no encouragement in respect

to a cooperative preorserational program; the European position

being that they wanted their fair share of the voice in '

deciding the design of any aeronautical system and their

share of the m=inufacturina. They also sponsored and paid

for three study contracts leading toward pursuing the

establishment of their own preoperational capability in the

Atlantic area. This, of course, was also a warning to the

United States that they were prepared to go it alone and

with confidence that their design woula eventually be

acceptable to the majority of ICAO.

The first of the current series of exp.loratory meetings

betwer:n thp U.S., Europe7n-, Australia, Japan and

tiI Plint..b, LOU:: plcici, on thInc 15-17, 1=.)71 hcru in

Washington. At that time the Euron,ean7, made unequivocally

clear that they would not accept a preoperational program in

which they would be merely subscribers to services provided

by a system estcblishoc: unilaterally by the U.S.; the

European cor:.munity also cr.phasized that financial sunport for

a cooperative prociram was available, and that if such a

program were not attainable, they would proceed on their own.

While Europe does not now have an independent capability

to launch an aeronautical co=unications satellite into

geostationary orbit, the United States, in the context of

the Johnson-Lefevre neclotiations, has promised to nrovide launch

services for such type operations. Also, while present

European capability to construct the satellites without some

U.S. assistance is doli.ful, U.S. ccmpanies sem willing to

sell the necessary techno3ogv; the only efLectivo policy 
bar

to U.S. assistance would relate to national security matters.

Tf Eu -opens docidzd to proceed without the U.e., they

might not be able to establish a preoprational system within

-the same timeframe as envisE,ged in the =rent U.S./Europ,,an

draft program, but they could do so in a somewhat longer
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timeframe. If the Europeans did go it alone, they certainly
could and would be prenared to fight politically for a7nrcr:al
of SARI'S based on their preoperational capability standards
and as noted -.boya r tho' could nrobablv win such a fight.
In short, however, U.S.-Euro7can cooperation in an aeronautical
program has reached the stage of discussions where U.S.
positions must reflect a reasonable degree of consistency
with stated U.S. policy in resect to cooperation with Europe
in space programs generally and, in particular, in an
aeronautical satellite program.

As stated above, a joint U.S.-Euronean program will
require U.S. assistance for the launches as well as in
construction cf the satellites. In re.spect to U.S. assistance
with satellite technology and "know how", the Department
believes it likely that the benefits to the U.S. would exceed
the gain to Eurc?c,. Assuminu a 50-50 basis cost sharing
arrangement for the progra, thr, actual U.S. investment would
be appreciably less because of the need by.Europe to purchase
U.S. assistance in order to satisfy European responsibilities
in the program. The net costing might be more like 40-60
or even possibly 30-70 perci-nt in i'vcr oc. the U.S.; thus.
the malor use, of the orcsrvon-mtona) 1.rrol1a
lower dollar investment while caning in reverse gold flow.

•
Given t.e -current aiscussions with the U.S. and the

indications that an acceptable -srcoperational progra:A is
emerging, the Eurceans have not continuec: to _press for
immediate further action on the part of the ICAO panel; it

-.being obvious that the Furopc.ans believe, as do the Department
and the DOT (FAA), that a U.S.-FuY-opean understanding will in
tact set the preoperational standards.

A major objective .of the 1.-SG in its discussions with
the Euroneans on an aeronautical satellite program has been
to establish the basis for an experimental/preoperational
progrE: with broad. international participation so as to
faci1.3tatcl the cmorgs:nc,:: of clz3:ation,:il standards by 1900

'which will he. readily acceoted by ICO. This would be
consistent with U.S. policy and r)rinciples in respect to
cooperation with the Europeans in space procirams. Furth,-r,
improved comunications for air traffic control and air
carrier operations in the Atlantic and .Pacifie basins, as
well as the need for exporienta,Lion with surveillance syst,,ms,

111
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1 has been doc=cnted by the FAA. Thus, one thrust of the
1 U.S. in the joint discussions is to advance the likelihood

.J that ICAO approval of characteristics for an operational
system can be attained within an appropriate timeframe.

If a U.S.-European cooperative program is not attained,
the Department is strongly of the opinion that the impact.
will be one of adverse effects on the United States, in
respect to both foreign  relations and the timely establishment
of an operational aeronautical satellite system. In this
regard, two salient facts should be recognized:

(1) While the U.S. could unilaterally establish
a preoperlticnal Lystem in the fa-.:e of a separate
European ::ffort, uni2ateral testing and use would
not advance the interests of the U.S. internationally
and it would complicate and delay ICAO's adoption
of operational standards, and

= (2) The operational satellite system must be

1 integrated into a common system of air traffic
i control, air traffic control involves the safety
,

of life and 17rol:crt.y and such a syt:tc7.1 r.,•:st be

1 .standarclYea and acceDtea by all; aria international

? agreemc,tnt is rcoujrc6,to re-configure existing .•
i •i Flight Information TIccions ('I's) in order to
i take maximum advantage of the cc.mmunications
t

satellite mode and to economize on en route charges
i to civil aviation.



To: George Ma
Via: Will Dean
From: L. R. Rai

OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C. 20504

October 19, 1971

:t 1 (C11

Subject: Maritime Satellite Communications

This follows up our discussion with Mr. Calleghan on mari-

time satellite communications of last August.

Mr. Callaghan now advises that he has found private backing

in England willing to provide risk capital to undertake the

establishment of a commercial maritime communication satellite

system. The backers include a London bank and a British

tanker company. Their concept is to proceed as soon as

possible on an experimental basis using satellite resources

now available and to proceed step by step thereafter toward

a fully operational system. The concept also envisages an

exclusive maritime system, in other words, not one tied to

an aeronautical satellite system. Although they recognize

that there are difficulties to overcome, reaction of labor

unions is one of the more worrysome ones.

c_J



OCT 1 :3 1971

MEMORANDUM FOR MR. FLANIGAN

The issues which have arisen in connection with the Aeronautical Satellite

Program are of a broad and fundamental nature, and the program itself

is simply the current focal point. This Administration is committed to

creation of an environment which will fo.ster new business opportunities

in the private sector, and I believe that space communications technology

is sufficiently advanced so that a wide range of new communications

services are now cernrriercinli7 viable. r.everal major communications

carriers and aerospace firms have expressed strong interest in con-

struction and leasing of facilities to provide for the needs of the aeronautical

community, and the maritime and public telephone communities as well --

if the private enterprise institutional arrangements are reasonable.

The Europeans, and especially the French, also recognise the commercial

potential of this technology and the leading role of the aeronautical satellite

program in gaining a lead in the broader market. The Europeans have

a twofold interest: first, their space industry hones to acruire and develop

technolwr,y from the ijiliced states and to obtain mtior concedons in the

manufacture of space and avionics evuipment; and second, they wish to

exercise a disproportionately large control of not only the Atlantic nertion

of the system, but also the worldwide system. Accordin7ly, the institu-

tional irrangcments advanced by the :::uropeans and cacceine4.1 in large

measure by the FAA have been designed to achieve these objectives.
These arrangements include European power of veto for all program

management decisions, guarantees of an e‘,Iual share in research, develop-

ment, and manufacturing activities for the space segment, and 50%
ownership of the resulting enterprise in conjuzction with a U. S. contractor.

These proposed arrangements are universally opposed by U. S. commu-

nications carriers, crosiDace industries, and sir carriers. My Office
has been informed by all of the possible contractors that the "bizarre"

arrangements virtually prohibit investment of the risk capital necessary



-2-

for construction of the system. Even the FAA has reco
gnised that the

arrangements are not workable and is now proposing tha
t the U. S.

share of the system be Government owned, with governme
nt-to-

government joint ownership and management.

These issues are symptomatic and typical of those which ari
se between

the U. S. and European governments. especially France, in all discussio
ns

concerning electronics and communications programs. 
NATO is con-

fronted with an identical set of issues, and we have been
 informed that

the Europeans are closely watching events in the Aeronautic
al Satellite

Program as a possible precedent for NATO and other program
s.

The FAA and the Department of State will argue thnt the discus
sions are

so far advanced that it is impossible to make alterations in 
the prollram.

I do not believe this to be the case. Although there will certainly b
e

strong negative- reactions, in comparison to other new economic 
policies,

the effect will be minimal.

There is great pressure from the Europeans and the State Depart
ment

to extend the precedent of INTELSAT --I. e., international communic
ations

to be handled P. s a joint venture among governments rather than as 
a

commercial activity. The INTELSAT arrangements are bad enough as

precedent, but they are nothing compered to this situation. It is my

firm view that the precedent that would be established by the current

FAA nlan will foreclose r.ny chance we have to see internationnl commu-

nications develop as a private sector activity. I am also concerned tetat

if on an issue so clear cut as this we are not willing to be firm with the

Europeans and accept some tactical unhappiness on their part, then we

will not be able to utand up to the President's objective of developing

U. S. technology to the bcnclit oi U. S. trade and economic strengtn.

(I note one example in passing: We are now getting cables indicating that

the Europeans would like to e e this kind of arrangement to see the

aeronautical sat ellite arrangements serve as the model for post-Apollo

space cooperation broadly.)

In addition to the substantive issues above, I must make it clearly under-

stood that the effectiveness of the Office of Telecommunications Policy

as an Executive Office will be seriously compromised if the Aeronautical

Satellite Program continues on its present course -- directly contrary

to policy guidance we established with the unanimous agreement of all

concerned Executive Office agencies.

cc: Mr. Whitehead
Dr. Mansur z
Mr. Thornell

Clay T. Whitehead

GrMansur:twijm



OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON. D.C. 20504

DEPUTY Dincror:

October 15, 1971

MEMORANDUM FOR FILE

Subject: Aerosat

Attached is a letter from the ATA which has been widely circulated
on the hill.

Congressman McFall, Chairman of the Transportation Subcommittee,
House Appropriations Committee, has requested the FAA to appear
before his subcommittee Tuesday, October 19?, to report on the
program status. This hearing was stimulated by a visit of the ATA
to McFall, in which they expressed strong opposition to the program.

George F. Mansur

//
At ch



AIR TRANSPORT ASSOCIATION

OFFICE OF THE PRESIDENT

STUART G. TIFTON

Honorable Robert C. Byrd
Chairman
Subcommittee on Transportation
Committee on Appropriations

U. S. Sehate
Washington, D. C. 20510

Dear Mr. Chairman:

IMO CONNECTICUT AVENUE. N.W.
WASHINGTON. D. C. 20036

October 14, 1971

The Federal Aviation Administration has been meeting with
reprepentatives of foreign governments primarily European to dis-
cuss a joint program of preoperational trials of satellites for civil
aviation. Subject to the approval of the Office of Management --d
Budget, the present plan is to sign an agreement with these govern-
ments on November 3, 1971. If this agreement is signed, the plan
is to set up an administrative organization which will issue a
request for proposals for Atlantic and Pacific satellites which will
cost initially in the neighborhood of $140 million. The U. S. share .
of this program would be approximately -$70 million. If the pre-
operational trials are successful,. they would lead to an operational
program, the objective of which would be to provide aeronautical
service which would become mandatory for civil aircraft, primarily
airlines, in the Atlantic and Pacific areas. Further, the govern-
ments will expect the airlines, and other users, to pay the full
expense of providing such operational satellite service. Thus the
airlines are highly concerned that the government's proposed pro-
gram is too extensive and unnecessarily complex and expensive.

The airlines to be served by such a program have repeatedly
expressed strong opposition individually and through our Association
and the International Air Transport Association. The airlines believe
that a program of this magnitude and cost is completely unjustified
at this time and therefore urge that there be no tentative approval
for the funds which will be required. Although it is clear that
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aeronautical satellites will be needed in the future for communicating
with aircraft in the Atlantic and Pacific areas, more research is
needed before preoperational trials should be undertaken. It is the
recommendation of the airlines that this research and development
be accomplished by utilizing already planned and funded NASA
research satellites such as the so-called ATS-F. Our preliminary
investigation of utilizing ATS-F indicates that this is a distinct
possibility, but if further detailed exploration indicates that ATS-F
can't fully provide the research capability required for civil aviation,
there are strong indications that the alternative of programming a
single U. S. research satellite for these specific purposes of develop-
ing aeronautical communications could. be accomplished at a cost to
the U. S. of approximately $5 - $30 million. In either case the U. S.
would retain full control of the development at a substantially lower
cost.

Without belaboring all of the technical and operational issues,
which are numerous and substantive, to proceed with the FAA/European
program is unquestionably to impose an unnecessary and wasteful
threefold drain on the economy of the United States consisting of:

1. The initial outlay of some $70 million for the U.S.
50 percent portion of the space segment of the
program; and this amounts to little more than a
down-payment in a program that is already
envisaged to range from $500 million to $1 billion.

2. A $30 - $50 Million outlay for avionics to equip new
and retrofit current aircraft; actually, the upper
limit is indeterminable because the system design
is embryonic at best.

3. The concomitant handing over of 50 percent of the
space hardware job to non-U. S. electronic/space
firms.

Perhaps most objectionable, or at least most uniquely object-
ionable, is that the program gratuitously extends to the European
group a direct voice in the policies, operations, and cost recovery
methods of the communications system that is to serve aircraft
operating between the state of Hawaii and the other states of this
nation.
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It is our understanding that the Office of Telecommunications
Policy will shortly conduct a review within the executive branch of
this entire matter. We urge that any formal or informal approval of
the FAA program be withheld until this matter receives further
consideration.

Cordially,

••- ' .

S. G. Tipton

cc: All Members of Transportation Subcommittee
Honorable Milton R. Young
Honorable Clifford P. Case

0. •





AERONAUTICAL RADIO, INC.
2551 RIVA ROAD, ANNAPOLIS, MARYLAND 21401

October 15, 1971

Dr. Clay T. Whitehead
Director
Office of Telecommunications Policy
Executive Office of the President
Washington, D. C. 20504

Dear Dr. Whitehead:

Because of your known interest in the development of

aeronautical satellite communications in the Atlantic and

Pacific Ocean areas, and of your participation in the pro-

posed United States-European joint effort to provide this

service, we are pleased to forward a copy of our letter to

the Office of Management and Budget.

Very truly yours,

AERONAUTICAL RADIO, INC.

Enclosure

J. Francis Taylor, Jr.
President
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AERONAUTICAL RADIO, INC.
2551 RIVA ROAD • ANNAPOLIS, MARYLAND 21401 • 301-26E3-4000

October 12, 1971

Office of Management and Budget
Washington, D. C. 20503

ATTENTION: Mr. John D. Young, Chief
Economics, Science, and Technology Division

Gentlemen:

It is the purpose of this letter to urge that funds not be made available to the aero-
nautical satellite program currently being pursued by DOT-FAA. This letter briefly re-
states what was expressed in person on September 30.

The airlines that would ostensibly be served have repeatedly expressed strong opposition
to the program individually and through both ATA and IATA. The airline opposition is
not confined to that portion of the program which encompasses surveillance and naviga-
tion functions which are clearly unneeded and unwanted. Nor is the opposition based
simply on the possible use of airport/airways trust funds or other user charge devices
which as stated, "...they will resist by all possible legal means...". Even with those
two issues disposed of, any expenditures in connection with this program will be widely
regarded as an unnecessary waste of funds critically needed elsewhere. Under the circum-
stances, it seems incredible that FAA and the European ESRO group might wish to proceed
or might gain access to funds with which to obliviously proceed.

Without belaboring all the technical and operational issues, which are numerous and sub-
stantive (and which the NASA experimental satellites can resolve at virtually no cost),
to proceed with the FAA-ESRO program is unquestionably to impose an unnecessary and
wasteful three-fold drain on the economy of the United States consisting of:

1. The initial outlay of some $70 million for the U. S. 50 percent portion of the space
segment of the program; and this amounts to little more than a down-payment in a pro-
gram that is already envisaged to range from $500 million to $1 billion.

2. A $30 - $50 million outlay for avionics to equip new and retrofit current aircraft;
actually, the upper limit is indeterminable because the system design is embryonic
at best.

3. The concomitant handing over of 50 percent of the space hardware job to non-U. S.
electronic/space firms.

Perhaps most objectionable, or at least most uniquely objectionable, is that the program
gratuitously extends to the European group a direct voice in the policies, operations,
and cost recovery methods of the communications system that is to serve aircraft operat-
ing between the state of Hawaii and the other states of this nation.

Very truly yours,

UTICAL RADIO, 1NC.

. S. Anderson
Chairman of the Board



THE WHITE HOUSE

WAS H IN GTO N

October 14, 1971

Dear Tom:

I appreciated your recent memorandum bringing me up-to-date
on the latest developments in the Aeronautical Satellite Program
(AEROSAT).

As you know, I am extremely interested in situations in which
the U.S. may be involved in transferring technology abroad with-
out reaping the full commercial benefits that should flow to the
U.S. from such transactions. Because my familiarity with the
many complex technical and foreign policy issues at stake in
the current AEROSAT negotiations is far from complete, I am
not able to judge the merits of the specific recommendations
that you have made in your memorandum.

I do agree, however, that the appropriate Executive Offices,
perhaps headed by OMB, should review the situation within a 30-
day period and examine the alternatives to the present course of
action.

Best regards.

Since

Peter G. Peterson
Assistant to the President

for International Economic Affairs

The Honorable

Clay T. Whitehead

Director

Office of Telecommunications Policy

Washington, D. C. 20504



THE WHITE HOUSE

WAS HI NGTON

October 14, 1971

Dear Tom:

I appreciated your recent memorandum bringing me up-to-date
on the latest developments in the Aeronautical Satellite Program
(AEROSAT).

As you know, I am extremely interested in situations in which
the U.S. may be involved in transferring technology abroad with-
out reaping the full commercial benefits that should flow- to the
U.S. from such transactions. Because my familiarity with the
many complex technical and foreign policy issues at stake in
the current AEROSAT negotiations is far from complete, I am
not able to judge the merits of the specific recommendations
that you have made in your memorandum.

I do agree, however, that the appropriate Executive Offices,
perhaps headed by OMB, should review the situation within a 30-
day period and examine the alternatives to the present course of
action.

Best regards.

Since

Peter G. Peterson
Assistant to the President

for International Economic Affairs

The Honorable

Clay T. Whitehead

Director

Office of Telecommunications Policy
Washington, D. C. 20504
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5:55 At Mr. Whitehead's request, called Marge to say that
a meeting should be set up this week -- preferably
Thursday (10/14) -- to reach a decision on how to
dispose of the Aerosat matter (approximately an hour).
Should include:

Mr. rlanigan
Dr. David
Gen. Haig
Pete Peterson
Bill Magruder
Don Rice

(Mr. Whitehead clans to talk
to Mr. Flanigan about it at staff meeting
on 'Wednesday 10/13)

Suggested I call Rice and say we are going to focus on the political
and international aspects of the problem because we don't think
the budgetary considerations drive it. ?? If he opts not to be
at the meeting—O.K. Rice add Tom can talk about it beforehand
if he doesn't want to go.

We have the views of David and Peterson. If they think that's
enough and they don't want to participate -- 0. K.

Obviously it's up to Haig if he wants to come. Has any questions
about whether he should be there, should give TW a call?

11U
/C.o.
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COMMUNICATIONS SATELLITE CORPORATION

October 11, 1971

Mr. John D. Young
Chief, Economics, Science and
Technology Division

Office of Management and Budget
Executive Office Building
17th & Pennsylvania Avenue, N.W.
Washington, D. C. 20503

Dear Mr. Young:

In confirmation of our meeting on October 7, 1971, we wish
to summarize our views relative to the current planning by the

S. Government in the establishment of an Aeronautical Communi-
_ions Satellite Program.

Lease vs. Buy 

As stated in recent FAA briefings to industry it is under-
stood that consideration is being given to the initiation of a
program for the procurement of communication satellite hardware
(rather than services) to satisfy air traffic control requirements.

The Communications Satellite Corporation has stated a willing-
ness to make the investment necessary to provide these services.
In fact, a proposal was submitted to the FAA in January ,1969.
The proposal was based on the use of VHF frequencies and4Was amended
in May 1970 to provide these services at VHF and L.Band. The
satellite technology required to satisfy the requirements of
aeronautical services is sufficiently developed that they can be
satisfied on a commercial basis. The only experimentation involved
is in the efficient operational use of this capability to optimize
its application to improyed air traffic control and safety.

411111MMIW



Mr. John D. Young -2- October 11, 1971

Office of Management and Budget

Policy 

It is our understanding that it is not only the published

policy but the practice of the Government to procure commercially

available services when available. This policy has been stated

in B.O.B. circular A-76 and the Executive Offices of the President

in January 1971 restated this policy specifically with reference

to Aeronautical Services. As a corporation we have invested a

considerable amount of discretionary funds with the understanding

that we would have the opportunity to compete for these services.

Cost

We believe the policy is in the best public interest and if

implemented would result in the service being provided at a lower
total cost to the Government. The procurement of communication
services would also make it unnecessary for the government to make
the large capital commitment associated with the procurement and
operation of the system.

The leasing of the communication service would result in lower

cost because a carrier could:

1. Establish a price for the service that would take into

consideration his ability to provide the service to other

customers.

The present plan is to initiate a spacecraft hardware

contract in early FY 1973, the launch date would be from

two to three years of this date, and with an expected

satellite lifetime of five to seven years the initial

launches would provide a service until 1980 to 1983 ?arid

subsequent planned launches to approximately 1985. 'it is

inconceivable to us that in this time period other potential

markets and users would not develop. Specifically the mari-

time industry and ARINC are potential users of the service.

2. The Communications Satellite Corporation would, as is

its current practice, amortize the cost of the associated

earth terminals over an extended period rather than over

the expected lifetime of the first generation satellites.

3. Many of the intangible but real cost of the Governmcmt

providing its own system would be reduced or eliminated.



Mr. John D. Young October 11, 1971
Office of Management and Budget

Requirements 

There is reason to believe that the recently stated require-
ments for a minimum of 12 channels, with 26 desired over each ocean
will provide a capability considerably in excess of that required
for a pre-operational system. The earlier studies which formed
the basis for the establishment of this program proposed a system
of 4 channels per satellite.

In the event the planned capacity is:

(a) provided by the government and is in orbit until 1985 and

(b) the maritime and air carrier industry services market
grows as expected the government will be required to:

1. let any excess communication capability.go unused; or

2. delay the date in which a private company can offer

such services to private users because the Government is

either offering the service free or at a price established
from sharing the cost of the Government system resulting
in less cost to a potential user than that required to

establish a new private system; or

3. the Government be directly involved in the communi-

cation services business and indefinitely preclude private

interests from being able to make the investment required

for the establishment of this service.

The thought that the present proposed system with its planned
capacity is a pre-operational system and that the operational ser-
vices would be commercially procured at a later dat9 is dompletely
unrealistic.

•

Flexibility 

We are confident, based on our experience in developing
tompetitive proposals in support of the Domestic Communica'cions
Satellite System, that the provisions of a leasing arrangement
or aeronautical communication services can be negotiated which
11 economically provide the Governmcnt with complete freedom of

,ction in the use of the system.
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Management 

It is understood from the industry briefings that decisions
regarding the day to day management of a spacecraft contractor
as well as the percentage of hardware manufactured in Europe
and the United States is being determined as part of government
to government agreements. We believe that this will require the
cost of any resulting program if it is successful to necessarily
be considerably in excess of what is required. This situation
is further aggrevated if there is a *i of objectives in
the managing bodies; ie, ESRO (European spacecraft technology
development) and FAA (establishment of a pre-operational service).
If the services are to be .successfully provided it will be necessary
for those that have a financial interest in the establishment of
the system to have control of decisions effecting its development.

This does not mean that European participation would not be
significant. On the contrary, this would be a major factor in
'le selection of the aerospace contractor to build the spacecraft.
,MSAT has had considerable experience in the development and use

of non-U.S. aerospace technology in the development of INTELSAT
III and IV. We would make a competitive award to a spacecraft
contractor based on a balance of his non-U.S. participation, cost,
delivery, management and technical proposal. A pre-established
arbitrary percentage of European participation is incompatible
with the desire to provide a pre-operational aeronautical service
satellite for a reasonable cost With long life reliability and
early delivery.

In summary, it is our conclusion that (a) there is no need
for the Government to incur the investment associated with estab-
lishing'its own satellite system; (b) doing this would pi-eclude
the possibility of private common carrier interests of providing
this service indefinitely; (c) it is possible to satisfy the need
for a pre-operational system and share the costs with other potential
users as well as involve European industry in a managerial way;
and (d) the present proposed management arrangements do not contain
the essential ingredients necessary for the program to provide
aeronautical communication services at either the earliest date
or lowest cost.
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We trust that your consideration will be given to these
thoughts and we would appreciate being advised of any questions
or comments.

Very truly yours,

LJohn A. Keyes

Director, System Requirements



OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, D.C. 20504

October 8, 1971

TO: Tom

FROM: George

Subject: Aerosat

DEPUTY DIRECTOR

If Aerosat is to be turned around and if OTP is to play the central role,
now is the time to take action. Since you are meeting with Peter Flanigan
this morning, I thought you may want to discuss the situation with him.

There is substantial agreement in all the Executive Offices relative to
the undesirable features of the tentative agreements. However, there is
uncertainty as to what should be done. The following summarizes the
Executive Office views:

NASC -- Favors major changes to reorient the program in
accord with the OTP policy, but Anders is necessarily
reluctant to place his views in the record.

OST You have a letter from Ed David which indicates his views
are sympathetic to OTP and requests a convening of a
group to discuss what should be done.

Pete Peterson's Office -- Will respond by letter on Monday. They
too will oppose the tentative agreements on broad grounds,
but will also suggest that additional study is needed to
determine what should be done.

NSC Apparently does not recognize the broader policy implica-
tions nor the precedents that may be established by
Aerosat and, therefore, has insufficient interest to take a
position in opposition to State.
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OMB -- Has received a letter from DoT asking for program

approval by 20 October, and requesting a supplemental

appropriation from general operating funds for purchase
of the U.S. portion of the system. In the absence of an

OTP initiative, OMB will convene a group next week to

review the program.

Attached is a draft memo for Peter Flanigan, in which I have taken a

slightly broader approach than in my previous memos. Also attached

are copies of recent letters from Paul Visher and Comsat.

Atchs



HUGHES AIRCRAFT COMPANY

SPACE AND COMMUNICATIONS GROUP

EL SEGUNDO, CALIFORNIA 90009

October 1, 1971

Dr. George Mansur, Deputy Director
Executive Office of the President
Office of Telecommunications Policy
1800 G Street
Washington, D. C. 20504

Dear George:

The events of the past several months have developed a
conflict in the U.S. policy position with respect to the procurement
of communication satellites for international application. This
issue, I believe, warrants your attention for clarification and
possible resolution because the ayillAgiiitramtierflitrtqffifttantly.'shifeLS

Sr 'position 0—E5ffirtiMtatitrarris sment Vh\trea.liffr
witb various fbieign supplier ig thviraTrre -time I believ'ettlei
eak.pns_sa.42:_potentia1 for inter'nitiortal satellite

Three separate and distinct U.S. positions now exist.

1. The Intelsat procurement policy, -which the U.S.
approved, calls for ICB slightly modified to reflect the
desirability of international participation.

2. The proposed U.S. NATO III procurement policy is
ICB.

3. The proposed U. S. FAA Aerosat procurement policy
calls for a required 50% non-U.S. participation.

It might be well to summarize Hughes experience with non-
U. S. participation while building various commercial communication
satellites. Percentages have ranged from less than 1% in Intelsat II
up to about 12% on a value added basis on Anik for Telesat when all of
the flight hardware is being assembled and tested at the unit level in
Canada.

On the Canadian program every effort was expended to
generate a larger percentage of Canadian content and it was impos-
sible to significantly increase this percentage without a major impact
either on technical integrity or program cost. Even at 12%, the pro-
gram prices increased by $5 million to obtain $3 million of "value
added" content.



Dr. George Mansur -2- October 1, 1971

I would like to encourage your help to resolve this conflict

in the U.S. position. Our own experience would indicate tha
t the

Intelsat procurement policy represents a reasonable compromi
se

between the ICB position of DOD and the 50% position of the FAA. I

find it hard to reconcile the desirability of maintaining three sepa
rate

U.S. positions on the same basic subject.

Your assistance in this matter wOuld be appreciated.

Very truly yours,

ra4
Paul S. Visher
Assistant Group Executive

PSV :j



COMMUNICATIONS SATELLITE5: CO:APORATION

JOSEPH V. CHARYK
President

September 29, 1971

Dear George:

In our discussion today I expressed our concern about

the fact that planning towards the implementation of the

AEROSAT program was now proceeding on the basis of govern-

ment ownership of the facilities. We continue to believe

strongly that government policy should be to lease services

from commercial carriers when such private interests are

ready, willing and able to assume the risks, provide the

facilities and offer services at economically attractive

rates. We have repeatedly indicated our interest and

willingness to do so.

In our discussion you implied adherence to the policy

of obtaining communications services from private industry.

We have been given to understand, however, that the govern-

ment is now proceeding in the direction of government owner-

ship. This seems to be rather clearly spelled out in a letter

that we have received from the Administrator of the FAA, copy

attached, as a result of discussions and correspondence with

him on the whole subject of aeronautical communications.

We continue to be hopeful that Comsat can make a useful

contribution to these very important communications satellite

services.

Sincerely,

Dr. George F. Mansur

Deputy Director

Office of Telecommunications Policy

1800 G Street, N.W.

Washington, D.C. 20404

NA.Tpseyh V. Cha ryk
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Mr. Joseph V. Charyk, President

Communications Satellite Corporation

950 L'Enfant Plaza, S. W.

Washington, D. C. 20024

Dear Joe:

WASHINGTON, D.C. 20590

OFFICE OF
THE ADMINISTRATOR

Thank you for the note of 1 September and its enclosures summarizing

your concerns regarding the joint AEROSAT program.

I have, as you know, participated personally in the discussions with

the Europeans as we transformed what was originally to be a unilateral

U.S. program in the Pacific to a joint program in both oceans. I

strongly believe that a cooperative international program is highly

desirable, if not necessary. However, the melding of our original

lease concept with the European insistence on pre-funding (investment)

has admitte`dIrled-to a less than desirable set of institutional arrangel-

rrar_•,nts among the partners and the potential AE.ROSAT dontractor".

Recognizing thi.s, the FAA now desires to change to a U. S. position of j.

government ownership of the satellites. Actions to achieve such a • '

change have been initiated. I am not sure how this will impact on

COMSAT or. on your interests in the program., but .I believe it will

clearly represent the best course of action for the U.S. Government.

I understand that Dave Israel of my staff met with John Martin last

Friday to discuss at length his (Martin's) memorandum to you and our

revised program plans. I hope this was a useful step and provided

some clarification to the situation. We, of Course, desire the widest

participation of U. S. companies and capabilities in the program and I

continue to solicit your advice and comments in this regard.

Since rely,

/ft--Ze
H. Shaffer

dministrator •
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WASHINGTON, D.C. 20590

OCT 7 1971

Mr. Donald P. Rice

Assistant Dir ctor

Office of Management and Budget

Executive Off..ze Building

Washington, D. C. 20503

Dear Mr.,-Rice:

In your memorandum of June 11, 1971, prepared in response to my

letter on this subject of June 1, 1971, it was requested that three

aspects of the aeronautical satellite prograln be explored further,

namely: developmeni cipprud.ch, interfiatioDal cooperation, and

funding. As suggested, the first subject has been discussed with

your staff and satisfactorily resolved. This letter addresses the

international cooperation and funding conskerations.

Background

In accordance with your suggestion, the FAA, together with repre-

sentatives from the Office of the Secretary and the Department of

State, with observers from OTP and in periodic coordination with

other Executive Offices, conducted a series of meetings beginning

in mid-June (and extending to the present) to consider a joint pre-

operational aeronautical satellite program with representatives of

countries directly concerned with civil aircraft operations in the

North Atlantic and Pacific Oceans. The first meeting in Washington

and a meeting in early August in Madrid were conducted at minis-

terial level, with the U.S. delegation at Madrid led by the

Administrator of the FAA and the European delegation led by

General Salvador, Spanish Minister of Aviation. The European

group represented ten countries which are also members of the

European Space Research Organization (ESRO). Representatives

of Australia, Canada, Ireland, Japan, and the Philippines have

attended these meetings.

cfr)
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Joint Program 

The unanimous conclusion of the Madrid meeting was that a joint

program to achieve a preoperatio:._ 1 aerorriutical satellite capability

was necessary, attainable, and mutually desirable. The nature of

the recommended program is described in the Madrid meeting

report, a copy of which is enclosed.. Also enclosed is the latest

draft of the proposed Memorandum of Understanding whose signing

by designated participants (FAA for the U.S.; ESRO for Europe)

would initiate the joint program.

In short, the joint program would provide a four-satellite pre-

operational capability, with two each over tlle Atlantic and Pacific,

by the mid-.1970s based on the principle of equal sharing of costs

and responsibilities of the space segment by the U.S. and the

ESRO group. The efforts on the avionics ad earth segments would

not necessarily be jointly funded but would be carefully coordinated

by the participants. Arrangements are also provided for participa-

tion by other countries. (At this time, Australia, Canada, and

Japan appear to be the most promising candidates for other

participants.)

International Cooperation 

DOT believes that the arrangements outlined in the Madrid report

are highly satisfactory and represent an outstanding example of

international cooperation. We•understand that this view is shared

by the Department of State.

We believe that these "partnership" provisions, to include participa-

tion by other countries, represent a mutually satisfactory arrange-

ment and one which is also in the best interests of the U.S. The

program discussions have been exemplified by a spirit of inter-

national cooperation and a strong interest in the advancement of

international civil aviation. We fully expect that this attitude and

interest will continue and provide a very successful preoperational

system which will lead to establishment of an ultimate operational

capability under ICAO standards.

Economic Aspects 

Beyond the aspects of international cooperation, the program is

favorable to the U.S. in the economic sense. The Europeans are
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sharing all costs of the space segment. The result is that the joint
program meets all our requirements at a smaller cost to the U.S.
than a unilateral program. There will also be a positive balance

of payments of some $15-22. 5M rearc..sentinf, the European share

of the launch costs.

Using the guidance of a leased service, as stated in OTP's policy

statement of January 7, 1971, we have developed what we believe to

be the most simple and direct institutional a.7rangements possible

under current circumstances, to allow the U.S. to utilize a leasing

arrangement in the AEROSAT program. Both the FAA and ESRO

would have separate contracts with the successful AEROSAT

contractor. The U.S. contract would be for the lease of one-half

of the total capability, that half of the capability to be owned by the

AEROSAT contractor. .The ESRO contract would be for the purchase

and ownership of the other half of the total cPpability. Thus, the

contractor will sell one-half of the capability to ESRO and own the

other half which it leases to the U.S. (FAA).

Lease Versus Investment 

We have studied this lease/ownership arrangement and discussed it

with U.S. industry. It is our conclusion that the arrangement can

be made to work; however, we believe that it is neither a practical

nor desirable arrangement due to combining of lease and investment

provisions in an already complex joint international venture.

We believe that a U. S..investment position in this program will solve

this problem and will also present a number of other advantages. A

common investment position will mate.rially simplify the institutional

arrangements and will permit a single FAA/ESRO contract instead

of two. U.S. investment, without the large capital requirements on

a contractor, will provide for a much wider range of industry

interest and competition. U.S. investment with government-furnished

launches provides for a deferral and potential saving on launch costs.

Also, U. S. government ownership of the ground stations will permit

easier transition to an operational system.

We also believe that cost savings in at least two areas will accrue

from a U. S. investment policy. First, there are potentially sig-

nificant savings in the administrative, procurement, and legal
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perbonnel (uutli guvernmeni tnd izitlut;Lr-y-) who would otherwise be required

to.establisii and monitor two contracts and to set and negotiate lease rates

on one of these contracts. Second, all discussions with industry indicate

that the costs imposed by contractors to account for the program risks

necessarily involved in a leasing arrangement will far exceed the 10 per-

cent dollar discounting advantages norn)ally associated with a lease

contract.

With the U.S. participating on an investment bans, we would neverthe-

less retain the many beneficial aspects of a leased service contract b
y

purchasing a communication system rather than pieces of equipment.

Accordingly, on institutional and financial grounds, we now conclude that

the special nature of this preoperational system as a joint international

venture (with a European partner who has no desire to lease his servi
ces)

requires that we participate on an investment basis rather than on a lease

basis. Hence, we strongly recommend that the U. S. proceed in a manner

which will provide for joint satellite ownership, by the U.S. and Europe.

We believe that the OTP policy was never intended to cover the present

situation--a joint international program- and conclude that leasing in this

situation does not meet the "feasibility" criteria enunciated in the OTP

policy, from either the U.S. government or U. 3. industry point of view.

We should point out that while this investment position is strongly indi
cated

for the preoperational system, we believe that a leasing arrangement is

the most desirable approach for the follow-on operational system.

Request for OMB Approval 

Accordingly, we request OMB approval and support to proceed with the

joint satellite program described in the Madrid report except as 
modified

to account for U.S. investment in the space segment;. The U. S:

investment cost of the space segment is expected to be about $60 mi
llion

spread from FY-72 through FY-75. We will reprogram to meet t
he

limited FY-72 requirements and will include the _F_Y_-7.1.portion
 in an

amended or supplemental b.udget submission.to_you, (Beyond t
he

$60 million, our efforts in the avionics and ground seg
ments and in

evaluation and exercising activities are expected to total abou
t $70

million through 1980, and arc included in our FY-73 sub
mission and

ten-year planning documents previously submitted to you.)
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In view of the current position of the potential users of the system
(see below), and the lack of interest in the project by general
aviation, we would propose that the program be handled under the
General Fund.

With early approval, we plan to meet the following schedule:

1. U.S. Agreement on Memorandum of
Understanding by October 20, 1971.

2. Signing of Memorandum of Un-lerstanding
on November 3; 1971.

3. Release of RFP by mid-November 1971.

We would expect that FAA and ESRO could be on contract by very
early in FY-73.

OTP

Our informal discussions with OTP indicat that they do not share
our belief that a program based on the Madrid report is •. useful or
feasible one, with or without modifying the U.S. position to an
investment basis. Nevertheless, we are convinced that a joint
international program as described, with both parties participating
on an investment basis, represents the only realistic and truly
cooperative jOint effort which can be obtained. Further, such a
program would be an extremely favorable one for the U. S. The only
alternative would be the unilateral U.S. program in the Pacific
which we originally proposed to OMB; however, we now believe this
is no longer an acceptable alternative and strongly recommend that
such a program not be considered.

Air Carriers

In closing, we must acknowledge that the U.S. international air
carriers have expressed doubt about the desirability of the AEROSAT
program. Their misgivings do not stem from the international
aspects of the program but rather from their concern over its
projected cost and their uncertainty of future cost impact. We have
assured the carriers that neither we nor the Europeans plan any
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user charge for the preoperational service and that the proposed
program is the only feasible way to reach a 1980 goal of an
operational sy'ptem of whose need we are all in agreement.

We believe we must move ahead on this program now to provide the
ATC oceanic scrvice required in the late 1970's and that the fore-
sight of the carriers is hindered at this time by their justifiable
concern with tne current economic situation. We believe we have
made every effort to minimize the costs of the AEROSAT program
and that it can and should go forward at this t:ime without detracting
from the large R&D efforts which we and thej believe are necessary
in other areas of air traffic control.

Recognizing complexity of this entire matter, we are prepared
to provide you with more detailed briefings E n d discussions of the

.points made in this letter.

Enclosures

Sincerely,



MEMORANDUM

THE WHITE HOUSE

WASHINGTON

October 1, 1971

MEMORANDUM FOR: MR. CLAY T. WHITEHEAD

FROM: PETER G. PETERSON

You ask in your memorandum of September 24 for .my views by
September 29 concerning alteration of the FAA/ESRO arrange-
ments.

As you know even better than I, the matter is extremely complex
and I am unable as of today to give you a substantive reaction.
I have asked my staff to look into the question and I would hope
to get views to you shortly.
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fr THE WHITE HOUSE

WAS

September 30, 1971

Dear Tom:

ajt.,„,4111miniMilliimmMM111.1111111111`1.

I am sympathetic with many of the views expressed in your

memorandum to me of September 24, 1971. However, I don't under-
stand the implications of the courses of action open to us at this stage.
A set of realistic options needs to be developed Using both the policy
documents and the product of the working level discussions with the
Europeans before a decision can be made on our future course of
action. In developing these options, we should be guided by the need
to preserve essential U. S. interests while at the same time engaging
the Europeans in a meaningful—and workable—cooperative endeavor.

I suggest that you organize, on an urgent basis, a group to develop
these options and to review the current status of this program. I
believe the points you have raised deserve careful consideration
before we proceed to any definitive agreement with the Europeans
on this program but a delay in resolving these issues would be likely
to affect our relationships with the Europeans and prejudice our
ability to gain international agreement in ICAO on aeronautical
satellite services.

I expect Dr. Russell C. Drew of my staff to be available to participate
in additional discussions of these questions. and I, of course, would
be pleased to discuss it with you personally at an appropriate future
date.

Mr. Clay T. Whitehead
Director

Office of Telecommunications Policy

Room 770, 1800 G Street, N. W.
Washington, D. C. 20504

Sincerely,

• Edward E. David, Jr.

Science Adviser



MEMORANDUM FOR.

SEP 2 4 1971

Dr. Edward E. David

Improved over-ocean aviation communications through the use of

satellites has been discussed since 1966, but financial, institutional,

and technical problems retarded progress. In October, 1970, an

Executive Office Working Group was formed to review policies under

which the program should proceed, and the resulting Administration

policy was set forth in a statement released on January 7, 1971. The

policy and a subsequent interpretation by letter of July 12, 1971, in-

cluded the following points:

o Projected increases in international air traffic will require

Improved communication services afforded by satellites

in the Pacific and Atlantic Oceans in 1973 and 1975,

respectively.

o Satellite communication services required by the FAA

should be leased from the private sector and should be

procured by international competitive bid.

o Any institutional arrangements for the procurement of
services should not be inconsistent with evolution of a

multiple user communication service (e. g., aeronautical
and maritime), although significant program delay is not
warranted to foster such service.

O International cooperation should be encouraged to the extent
consistent with the above objectives.

This policy statement met with wide approval in the aerospace industry

and with the communications carriers since it provided new opportunities
for application of aerospace technology and evolution of new service
opportunities for U.S. industry.
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Discussions between the FAA and the European aviation and. space

communities, initiated in June, 1971, have departed substantially

from the Administration policy. These tentative arrangements include:

1. Procurement plans and practices oriented first towards

extensive research and development programs and only secondarily

to providing commercial communication service, and which assure

European industry a substantial share (approximately 50%) in the

production of system equipment.

2. Management policies requiring unanimous agreement for

all program decisions and which are designed to assure production

and technology sharing.

3. Ownership arrangements requiring joint and equal ownership

of the enterprise by a European government entity (European Space

Research Organization) and a U.S. commercial firm.

4. In exchange the Europeans have agreed to pay 50% of the

cost of the program, estimated to be $125-140 million. The U.S.

share of this limited program would be $60-70 million.

The reaction of the U.S. communications and aerospace industries

to the FAA/ESRO discussions has been universally negative. Most

have formally expressed an unwillingness to risk venture capital

because of the "bizarre" management and ownership provisions.

The air carriers, both U.S. and international, being unsympathetic

to any satellite program because of current operating losses, are

eweecially opposed to the proposed joint FAA/ESRO program because

of its government ownership and anticipated higher costs. The

proposed program does bring in European money, but is far more

costly than the competitively bid program originally envisaged and

Is likely to result in higher U.S. Government outlays overall.

Nevertheless, the State Department and FAA support the tentative

arrangements because of "our existing commitments and our foreign

relations interest," and ESRO and the several European governments

view the program as beneficial to European space technology and

commerce.
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As agreed, we have directed the FAA to suspend negotiations with

the Europeans pending an Executive Office review. Because the life-

time of the proposed pre-operational satellites is ouch that any

institutional agreements formulated now will continue through the next

decade and establish important precedents, our proper direction at

this time is crucial.

There are two central issues: (1) Is the U.S. Government willing to

appease the European desire to bolster their electronic and aerospace

industry at the price of severely limiting U.S. industry's opportunity

to compete and to utilize U.S. -developed technology to the economic

advantage of the U.S. ? (2) Does the U.S. wish to encourage

international communications to develop on the Intelsat model of a

jointly-owned, jointly-managed international organization or to

encourage a cooperative but private enterprise framework?

I believe the answer to both questions is clearly no -- especially while

this Administration is in office. I further believe we are faced with a

clear challenge by the Europeans, the State Department, and FAA, to

the President's determination in this area.

I propose to request the FAA to redirect the program to be consistent

with the objectives expressed in the Administration's policy of

January 7, 1971. This will require:

1. Alteration of the proposed management arrangements to a

"joint" program restricted to coordination, and with space segment

services provided by the private sector.

2. Reaffirmation of the principle of competitive bidding to

assure optimum price, quality, and delivery for equipment and

services.

3. Decisions regarding ownership of the space segment be

reserved to private Management choice and initiative, and without

Government guarantees of ownership to the Europeans.

4. Careful distinction be drawn between prerogatives that may

be afforded users of the system and the rights attributable to owner-

ship of any part of the system to assure an environment favorable to

private investment incentives.
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Alteration of the tentative FAA/ESRO arrangements at this time will
upset the European space community. Since ESRO is closely coupled

to the European governments, we may anticipate an unfavorable reaction
from the French and German governments, and to a lesser extent the
U.K. The commercial international air carriers will, in general,
support any move which reorients the program toward aviation rather

than space research and development.

I believe that the United States can by adept negotiation minimize the
effect on thti European nations. If negotiations with the Europeans do
not result in satisfactory arrangements in a reasonable time, we
probably would elect to proceed unilaterally in the Pacific basin, for
which the U.S. has air traffic control respontibility, and simply defer
Implementation of the Atlantic basin program. We would , of course,
continue to seek technical coordination. And, of course, U.S. industry
would have a significant leg-up in getting tho Atlantic basin business
if this occurred.

I would appreciate your views by Wednesday, 29 September.

iZtevt, .7();(0eze-27"'

Clay T. Whitehead

GFMansur/tw/24Sep71

DD Chron
DD Records
Mr. Whitehead
Mr. Thorne11

46-,12,‹-c-vL levie4,v-se_cde.



To:

From:

Subject:

OFFICE OF TELECOMMUNICATIONS POLICY
EXECUTIVE OFFICE OF TliE PRESIDENT

WASHINGTON, D.C. 20504

SEP 3 0 1971

Memorandum for Record

Jack M. Thornell

Aerosat

A pre-solicitation briefing for international industry
was held at the FAA on September 30, 1971. This memo
for record defines changes to previous understandings
of the content and structure of the joint international
aeronautical satellite program.

1. The FAA prefers and intends to be authorized
to buy the system rather than lease services.

2. The time schedule of the program has been sig-
nificantly altered such that the contract award
is expected in early summer 1973.

3. It has been decided that the program will
encompass aeronautical services only,with mari-
time services excluded, except in the case
where there is mutual .agreement between ESRO
and the FAA to perform maritime experiments.

4. Launch vehicles and launch serVices will be
Government furnished.

There were approximately 350 industry representatives
in attendance at the meeting, and this meeting represents
the final step before submitting the memorandum of under-
standing to representative governments for approval. At
this juncture, it does not appear that OTP will have any
review function or authority on either the memorandum of
understanding or the RFP.



The schedule calls for final signature on the

memorandum of understanding on November 3, 1971

in London.

Jack M. Thornell

cc: Dr. Mansur

/Mr. Whitehead
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DEPARTMENT OF TRANSPORTATION
p.FEDEftAL AVIATION ADMINISTRATION

29 SEP 1971

WASHINGTON, D.C. 20590

1,
141 ;:n

NISI

OFFICE OF
THE ADMINISTRATOR

Dr. George Mansur

Office of Telecommunications Policy

Executive Office of The President

Washingto D. C. 20504

Dear Dr. :

This is in response to your letter of 24 September and confirms that

at the opening session of the present discussions on the AEROSAT

program with the Europeans, Mr. Israel made it clear, as stated at

Madrid, that the proposed arrangements are subject to further review

within the U.S. Government.
et,

I would like to take this opportunity to comment on several other

matters. We acknowledge and fully appreciate the OTP's.responsi-

bilities with respect to the formulation of the Executive- Branch's

policies in the telecommunications field. I wish to make it clear that

we have, to the best of our ability, been following the official. policy

statements produced by your Office over .the past year. However,

letters such as we received on 17 September from OTP concerning the

delay of the meetings with the Europeans are somewhat unfortunate —

and especially the publicity thereto and-couId•undermine our impor-

tant relationships and dealings with the world's civil aviation community.

We certainly appreciate your point that this preoperational. AEROSAT
program has implications well beyond FAA's unique aeronautical

interests; however, it is also important to note that FAA interests,

responsibilities, and commitments to international civil aviation go

well beyond and are much deeper than the telecommunications aspects

of the AEROSAT program. This duality must be recognized by both

parties.



We also appreciate your concern regarding the institutional and
related arrangements for the AEROSAT program. We share these
and are mindful of the reservations expressed by industry. It is
for these reasons that we now propose to answer OMB (which, as
you know, asked us to consider-an international program) with a
proposal that the U.S. Government proceed on an investment basis
and, further, that we and ESRO join on this basis in a single con-
tract with a successful AEROSAT contractor. We believe that these
two steps will further simplify the institutional arrangements and
not in any way prejudice future arrangements for an operational
system.

Sincerely,

J. H ffer

A inistrator



MEMORANDUM FOR

SEP 2 4 1971

Dr. Edward E. David

Improved over-ocean aviation communications through the use of

satellites has been discussed since 1966, but financial, institutional,

and technical problems retarded progress. In October, 1970, an

Executive Office Working Group was formed to review policies under

which the program should proceed, and the resulting Administration

policy was set forth in a statement released on January 7, 1971. The

policy and a subsequent interpretation by letter of July 12. 1971, in-

cluded the following points:

o Projected increases in international air traffic will require

Improved communication services afforded by •satellites

in the Pacific and Atlantic Oceans in 1973 and 1975,

respectively.

o Satellite communication services required by the FAA

should be leased from the private sector and should be

procured by international competitive bid.

o Any institutional arrangements for the procurement of

services should not be inconsistent with evolution of a

multiple user communication service (e.g., aeronautical

and maritime), although significant program delay is not

warranted to foster such service.

o International cooperation should be encouraged to the extent
consistent with the above objectives.

This policy statement met with wide approval in the aerospace industry

and with the communications carriers since it provided new opportunities
for application of aerospace technology and evolution of new service

opportunities for U.S. industry.
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Discussions between the FAA and the European aviation and space

communities, initiated in June, 1971, have departed substantially

from the Administration policy. These tentative arrangements include:

1. Procurement plans and practices oriented first towards

extensive research and development programs and only secondarily

to providing commercial communication service, and which assure

European industry a substantial share (approximately 50%) in the

production of system equipment.

2. Management policies requiring unanimous agreement for

all program decisions and which are designed to assure production

and technology sharing.

3. Ownership arrangements requiring joint and equal ownership

of the enterprise by a European government entity (European Space

Research Organization) and a U.S. commercial firm.

4. In exchange the Europeans have agreed to pay 50% of the

cost of the program, estimated to be $125440 million. The U.S.

share of this limited program would be $60-70 million.

The reaction of the U.S. communications and aerospace industries

to the FAA/ESRO discussions has been universally negative. Most

have formally expressed an unwillinIness to risk venture capital

because of the "bizarre" management and ownership provisions.

The air carriers, both U. S. and international, being unsympathetic

to any satellite program ecause of current operating losses, are

esj'ecialy opposed to the proposed joint FAA/ESRO program because

of its government ownership and anticipated higher costs. The

proposed program does bring in European money, but is far more

costly than the competitively bid program originally envisaged and

is likely to result in higher U.S. Government outlays overall.

Nevertheless, the State Department and FAA support the tentative

arrangements because of "our existing commitments and our foreign

relations interest, " and ESRO and the several European governments

view the program as beneficial to European space technology and

commerce.
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As agreed, we have directed the FAA to suspend negotiations with

the Europeans pending an Executive Office review. Because the life-

time of the proposed pre-operational satellites is such that any

Institutional agreements formulated now will continue through the next

decade and establish important precedents, our proper direction at

this time is crucial.

There are two central issues: (1) Is the U.S. Government willing to

appease the European desire to bolster their electronic and aerospace

Industry at the price of severely limiting U.S. industry's opportunity

to compete and to utilize U.S. -developed technology to the economic

advantage of the U.S. ? (2) Does the U.S. wish to encourage

international communications to develop on the Intelsat model of a

Jointly-owned,. Jointly-managed international organization or to

encourage a cooperative but private enterprise framework?

I believe the answer to both questions is clearly no -- especially while

this Administration is in office. I further believe we are faced with a

clear challenge by the Europeans, the State Department, and FAA, to

the President's determination in this area.

I propose to request the FAA to redirect the program to be consistent

with the objectives expressed in the Administration's policy of

January 7, 1971. This will require:

1. Alteration of the proposed management arrangements to a

"Joint" program restricted to coordination, and with space segment

services provided by the private sector.

Z. Reaffirmation of the principle of competitive bidding to

assure optimum price, quality, and delivery for equipment and

services.

3. DeCIS/0/111 regarding ownership of the space segment be

reserved to private management choice and initiative, and without

U.S. Government guarantees of ownership to the Europeans.

4. Careful distinction be drawn between prerogatives that may
be afforded users of the system and the rights attributable to owner-

ship of any part of the system to assure an environment favorable to

private investment incentives.



Alteration of the tentative FAAMSRO arrangements at this time will

upset the European space community. Since ESRO is closely coupled

to the European governments, we may anticipate an unfavorable reaction

from the French and German governments, and to a lesser extent the

U.K. The commercial international air carriers will, in general,

support any move which reorients the program toward aviation rather

than space research and development.

I believe that the United States can by adept negotiation minimize the

effect on the European nations. If negotiations with the Europeans do

not result in satisfactory arrangements in a reasonable time, we

probably would elect to proceed unilaterally in the Pacific basin, for

which the U.S. has air traffic control responsibility, and simply defer

implementation of the Atlantic basin program. We would of course,

continue to seek technical coordination. And, of course. U.S. industry

would have a significant leg-up in getting the Atlantic basin business

if this occurred.

I would appreciate your views by Wednesday, 29 September.

Clay T. Whitehead

GFMansur /tw/Z4Sep71

DD Miran
DD Records
Mr. Whitehead

Mr. Thornell



September 24, 1971

Mr. J. H. Shaffer
Administrator
Federal Aviation Administration

Washin3ton, D. C. 20590

Dear Mr. Shaffer:

Mr. Vriliteheadts letter of 17 September, which suggested postpone-

ment of Aerosat discussions with ESRO, was prompted by concern

that continuation of the discussions before agreement within the

Government upon the essentials of the U.S. position would he detri-

mental. As you know, we have serious reservations concerning the

management, procurement, and ownership arrangements which have

been proposed. Similar reservations have been expressed by industry,

both aerospace and carriers.

Your letter of 27. Sertember, intitcates that the discusnions should

proceed as planned, suoject to acicitional internal review by the U.S.

Government.

If the FAA elects to continue the discussions, we believe it is essential

to make clear to iiO that the proposed arrangements are tentative

and that further review is necessary.

DD Chron
DD Records
Mr. Whitehead

Mr. Thornell

GFMansur/tw/24Sep71

Sincerely,

.7< ijt(06K,

George F. Mansur
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DEPARTMENT OF TRANSPORTATI
ON

'FEDERAL AVIATION ADMINI
STRATION

06)

WASHINGTON, D.C. 20590

22 September 1971

Mr. Clay T. Whitehead

Director, Office of

Telecommunications Policy

Executive Office of the President

Washington, D.C. 20504

Dear Mr. Whitehead:

OFFICE OF

THE ADMINISTRATOR

After careful consideration of you
r letter of 17 September 1971,

I have concluded that the Aer6sat di
scussions with the Europeans

(and others) scheduled for later t
his week and next should proce

ed

as planned. As you know, we have been exploring 
the possibilities

of a joint program with the Europe
ans as a result of 0,1B guidance

of 11 June 1971. You will recall that at Madrid we 
explicitly

conditioned our participation in t
he joint United States-Europea

n

discussions upon additional interna
l review and final approval

within the United States. Until this internal process is 
completed,

further international discussions fo
r essential detailed refinemen

t

will not commit the United States. On the other hand, cancellati
on

of these discussions at this time wil
l raise serious doubts

concerning our credibility and motives.

In coordination with the Office of the
. Secretary of Transportation

,

we plan to respond to the 0:13 guidan
ce within the next two weeks 

and

describe what we believe is a basis fo
r a successful joint program.

We believe that this represents a s
uitable and proper occasion for

a policy review.

Sincerely,

J. H. Shaffer

„Administrator

cc: Hon. U. Alexis Johnson

Hon. James M. I3eggs

•



Mr. John Shaffer

Administrator

Federal Aviation Administration

Washinjton, D.C. 20553

Dear Mr. Shaffer: -

(3)

.54/1-7 /

Discussions with the Europeans concerning th
e

Aeronautical Satellite proramhvo prresscd
 ta

a point where the principal features ot the 
arrange-

ments are known. In discussions with other elements

of: the Ewecutiva Office it hAs been conclude0 
that the

issues involved are ot su2:ricicnt importnnce t
o warrant

an in depth policy review prior to formalization 
of a

joint program.

Accordingly, you should poztpone furthor discussions

vith ti:..:17::7-)e;!ns untilf-paci the plicy

review i completed.

-Sincerely,

1,cy

Clay T. Whitehead

cc: Hon. U. Maxi J3hns3n

H)n. Jmacs M. Bcgc,s

cc: Dr. Mansur
DO's Chron
DO's Records
Mr. Thornell's Files

J/Thornell/pm/17Sap71



Monday 9/20/71

11:00 Will you want these memoranda in final yet?

1 
/
L
/1zp erve/1.

Y/6 /7/ 
)1"4---r-of(



DRAFT
CTWhitehead:jm

8/10/71

MEMORANDUM FOR DR. KISSINGER

I am not completely worn down to a practitioner of "the

art of the possible." I would like to explore a little further the question

of how we play an offer of launch assurances. It seems to me that

that was not very well aired at our meeting yesterday, but deserves

to be. The central question, however, is probably one only you and

the President can usefully meditate on, so I submit it for what it is

worth.

It is certainly true that the simplest course of action in terms

of our short-range objectives is to devise a formula to limit launch

assurances that will placate the Europeans. However, I agree with

Ed David that anything remotely smelling of U.S. veto will be a red

flag for the Europeans and that only a major concession by us in some

other area such as space shuttles cooperation would induce them to

come off their opposition to such "assurances."

A much more exciting approach would be for the United States

to announce unilaterally as a major initiative the provision of very

sweeping launch assurance on a world-wide basis. It struck me that

there will be a number of benefits in doing this. In spite of the fact

that one is always wary of giving up flexibility and freedom of action,

the major advantages seem to be:



(2)

(1) International relations benefits for the U.S.

(2) Pretty firm consolidation of the role of U.S. as

principal provider of launch services.

(3) Elimination of most grounds for arguing that the U.S. has

undue dominance in space, thereby making much more difficult a

backlash against the U.S. in international forums and space

agreements.

As/indicated in the meeting, I am forced institutionally to

speak out for the communications satellite interests, but it does seem

that an initiative of this type and the benefits above would outweigh

anything detriment I can foresee to our communications posture. The

bureaucracy will supply many reasons why an initiative such as this

would be undesirable. I think you and the President should know that

Ed and I do not share most of those misgivings and feel that an

initiative such as this is not only eminently practical but probably in

our best interests. Knowing that, I would be interested in your

reaction as to whether this is something that should pursued or dropped.

CTW
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DRAFT /JThornell/GFMansur /tw

A -.;.gust 31, 1971

MEMORANDUM FOR THE PRESIDENT

Due to conflicting objectives of the FAA, the Department
 of State, and

rry Office, I find it necessary to seek your approval and su
pport for

actions I plan to implement immediately that will carry f
orward the

Administration's policy of equal competitive opportunities 
in the

international market place, will reaffirm a long standing p
olicy for

provision of communications services by the private sector, 
will offer

investment incentives to the communications industry, and w
ill have

sig,ilficant impact on employrnetit in U.S. aerospace industry.

The details of the current situation on the aeronautical sate
llite

communications program are contained in the enclosed "OTP
 White

Paper", but the issues are much broader than the program
. To

summarize -- the basic alternatives are to:

a. Support tentative agreements between the FAA and Eur
ope

that benefit US-European space cooperation, but 
which

establishe an ineffective and inefficient institutiona
l

structure with procurement rules that inhibit 
competition,

requires technology sharing for the benefit of
 European

aerospace industry, and offers little incentive
 for U.S.
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industry investment; or

b. Redirect the FAA/European agreement to explicitly
 conform

to U.S. policy and support U.S. industry at the risk of

European rejection of a proposal to modify the agreeme
nt

and the U.S. undertaking the program unilaterally. I have

selected a course of action supporting alternate b., 
and it is

my firm opinion that the interest of the United State
s will

be best served with this approach.

The U.S. airlines, the communications industry, and 
the aerospace

industry have stated strong uppOSiiwi wLL aspczts nf the

current program, and I feel that these industries ar
e looking to our

actions in this matter as a test of the Administra
tion's sinccrity in

promoting private sector initiatives.

This matter has been coordinated with Pete
r Flanigan and

Henry Kissinger, both of whom concur i
n the approach. I, therefore,

request your approval of the attached let
ters to the Secretaries of

State and Transportation.

Clay T. Whitehead
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COMMUNICATIONS SATELLITE CORPORATION

JOSEPH V. CHARYK
PresIritnt

September 1, 1971

L)ear TOM:

I am enclosing a copy of 7>. memorandum to me fromJohn Martin which I believe summarizes very well thebasis for our serious concern regarding the viabilityof the course apparently being adopted in connectionwith U.S. participation in a joint United States-
European aeronautical communications satellite program.I would certainly hope that the course of action couldbe reviewed before a final commitment is made.

fl

Encl.

Honorable Clay T. Whitehead
Director
Office of Telecommunications Policy
1800 G Street, N.W.
Washington, D. C. 20504

Sincerely,

Joseph V. Charyk

950 LEN -ANT PLAZA, SW • WASHINGTON. 0 C 20024 • TELEPHONE 202-554-6030
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Date: August 26, 1971

To: DL. J. V. Charyk

From: J. L. Martin, Jr.

Subject: Outlook for Comsat Participation in Aero
nautical Satellite

Piogram

1. Negotiations are continuing between the U.
S. .government

representatives and the Europeans to refi
ne the details of the

broad agreement reached in the Madrid
 meeting. All that we have

been able to learn indicates that th
e general approach remains

unchanged from that outlined in the 3
 August FAA debriefing to

U.S. industry.

2. As from considerations of a legal, financia
l and opera-

tional etfectiverg n74fure. thc app
roach which is currr,nrly

being taken by the U.S. rias very seljo
u b',1cincss incen-

tives from Comsat's viewpoint, which are 
summarized below:

a. The proposed actions seem to reflect a str
ong interest

in excluding communications carriers (with
out actually saying so)

and limiting the participation of industr
y to hardware manufac-

turers. The time period for the pre-operational 
system of four

satellites being considered extends over
 ten years into the

future after the contracts have been 
signed, even if the program

is not extended through use of the t
wo spares (two and a half to

three years to first launch, three
 years between the first and

fourth launch, and five years sa
tellite lifetime in orbit). It

seems obvious that, regardless o
f the number of initial users of

such satellites, if this program
 is initiated, other aviation

administrations, and eventually,
 some airlines, will desire to

obtain some service through the
se satellites before this pre-

operational period is conclud
ed. Obviously, this is a communica-

tions carrier function, yet all 
consideration of industry partici-

pation in the proposed program is 
exclusively centered on hardware

manufacturing and manufacturing c
onsortia.
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b, ihe proposed "lease' -1-)N, i-he U.S. clearly conter—lates a
lease or satellite hardware. rathr than a lease ot commi,nications

This fact, coupled with several other aspects, apparently
is intended to prevent aeronautical satellite service from being
obtained in a communications carrier fashion, such as the provider
of service to the U.S. also being able to provide service to other
aviation administrations, and, in time, to airline3. The proposed
"lease" is rather a purchase of satellite hardware on the easy
payment plan, with no money down and payments extending over the
full liIetime of the hardware, with 100% warranty throughout this
period.

c. The proposed arrangement actually prevents provision of
communications links to the U.S. rather than satellite hardware,
since the "lease" of satellites is to be determined separately
from the provision of the U.S. earth stations, and, in fact, these
may not even be supplied from the same source. In any event, the

• bids concerning either satellites or U.S.' earth stations cannot
be based on the provision of communications service, but must be

based on the separate provision of satellite and earth station
haidwai.

d. The point has been made formally in the negotiations bet-
ween the U.S. and the Europeans, and subsequently emphasized in
the debriefing to U.S. industry, that neither the institutional
nor the procurement arrangements for the pre-operationa sysfem
are intended to pre-judge corresponding arrangements for a follow-

on operational capability to enter service about 1980. From a
purely business viewpoint, this means that a bidder must ignore
the realistic depreciation periods of various aspects of his

proposed investment and consider this program as a one-time dead-

end venture, with no reasonable basis for expecting any future

recovery of any less-than-normal revenue obtained in the initial

service period. He must ignore the fact that several of the

initial program of six satellites may have several years of

useful life left at the start of the follow-on operational pro-

gram, and he must price his program to obtain the full return he

expects in the initial pre-operational period. Aside from the
obvious impact on the smoothness and operational effectiveness

of the transition from pre-operational to operational service,
the business incentive of this arrangement is certainly negative.

e. The proposed course of action also puts the U.S. industry
an extremely unfavorable position in several major respects.

Although thiS industry is expected to finance the portion of the
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--t-Llites allocated to zer%I..; the U.S. needs, and L - take the

risk this venture on the c.1:cetation that the satellites will

perform satisfactorily throughout the specified pre-operational

period, it - is to have no voice in the determination ot the system

hardware specifications. It is to be a part owner of this hard-

ware, and must in effect guarantee that it will perform satisfac-

torily for the entire planned lifetime, as that is the only basis

for recovery of the investment, and return on investment. Yet this

industry is to be subject to detailed program technical direction

and supervision in the manufarture, test and launch of these satel-

lites, detailed supervision and direction of its investment, on

which it takes the risk. In (-ontrast, the other part-owners of

these satellites not only are to have a full voice in the deter-

mination of the hardware specifications; they are to have a full

voicc in the selection of the U.S. industry which will be involved,

and in the subsequent technical direction of the work of that

industry.

3. On balance, the proposed arrangements, through unnecessary

and unrealistic provisions, are setting the stage for the conclu-

sion 4.-Ilat aeronautical satefllte services are not prarrically

cccrcia1 basis. N7,4- in ,...^T1144-Tr this conclusion

would be simply the direct consequence of the manner of seeking

the service and the constraints imposed on the potential provider.

The conclusion that the aeronautical communications services cannot

be oLLained on a commercial basis would be. totally unwarranted,

for they would not only have been precluded by the imposed condi-

tions; they would not even have been the objective of the selec-

tion process.

4. We have continued to point out in our discussions that comsat

considers the provision of all communications services being con-

templated for the aeronautical satellite program to be well within

the present state-of-the-art and completely feasible to be provided

on a commercial communications service basis, including voice, data,

and surveillance communications, from the points of origin in avia-

tion control centers and airline operational centers to the earth

stations and through the satellites to the aircraft, and vice versa.

We have brought up our repated offer to provide such service, and

pointed out that we remain interested in doing so under conditions

which offer appropriate business incentives to invest the capital

required and which permit appropriate company management over all

aspects of its investment consistent with the risks of such invest-

ment. We have stated that we are quite willing to enter into a



ownership arrange--r+- ^n an intrtrnationa
l basis, subject to

thesu conditions, and inCic? ee1 that this woulk: L. in the best

interest of the U.S. as well as other in
itial and pctential users

of aeronautical services, providing
 a sound basis for growth on a

fully international scope, and a smooth
 and orderly progression

from pre-operational to follow-on operat
ional services. However,

we can see no indications that these vi
ews are haviii,j any effect

on the approach being taken by the U.S. in t
he current discussions.

All of the discussions are based on selecti
on of hardware manufac-

turers rather than providers of communicatio
ns serviscs. We have

repeatedly suggested a two-step selection p
rocess in which the

U.S. entity to provide the U.S. services 
would be selected in the

first step, by the U.S. Then this entity would proceed in a second

step to select the hardware manufacturers in 
conjunction with its

European partners in the ownership of the sy
stem, and on equal

terms commensurate with the equal investment
 and equal risk involved.

The hardware manufacturers would be selecte
d on the basis of inter-

national competition. However, it is evident that this suggestio
n

has not received any acceptance. The single-step selection of a

manufacturing consortium continues to be 
the intended procedure.

The provider of services t he U.S. will be determ:ined by the

cutccmc of thi sc,IFIction on the bas i of a hardware bir2.

5. Obviously, this is not a satisfactory ou
tlook from Comsat's

viewpoint. We can only hope that the current pro
gram discussions

will result in changes to the announced 
plans and evolve into an

approach under which it would make sense to 
consider submitting

a bid.

John L. Martin, Jr.
(--



COMMUNICATIONS SATELLITZ CORPORATION

JOSEPH V. CHARYK
President

September 1, 1971

Dear Tom:

I am enclosing a copy of a memorandum to me from
John Martin which I believe summarizes very well the
basis for our serious concern regarding the viability
of the course apparently being adopted in connection
with U.S. participation in a joint United States-
European aeronautical communications satellite program.
,I would certainly hope that the course of action could
be reviewed before a final commitment is made.

Sincerely,

0 eph V. Charyk
Encl.

Honorable Clay T. Whitehead
Director

Office of Telecommunications Policy
1800 G Street, N.W.
Washington, D. C. 20504
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Date: August 26, 1971

To: Dr. J. V. Charyk

From: J. L. Martin, Jr.

Subject: Outlook for Comsat Participation in Aeronautical Satellite

Program

1. Negotiations are continuing between the U.s. •government

representatives and the Europeans to refine the details of the

broad agreement reached in the Madrid meeting. All that we have

been able to learn indicates that the general approach remains

unchanged from that outlined in the 3 August FAA debriefing to

U.S. industry.

2. Aside from considerations of a legal, financial and opera-

tional effectiveness nature, the approach which is currently

eing taken by the U.S. has very serious negative business incen-

ives from Comsat's viewpoint, which are summarized below:

a. The proposed actions seem to reflect a strong interest

in excluding communications carriers (without actually saying so)

and limiting the participation of industry to hardware manufac-

turers. The time period for the pre-'operational system of four

satellites being considered extends over ten years into the

future' after the contracts have been signed, even if the program

is not extended through IlEe of the two spares (two and a half to

three years to first launch, three years between the first and

fourth launch, and five years satellite lifetime in orbit). It

seems obvious that, regardless of the number of initial users of

such satellites, if this program is initiated, other aviation

administrations, and eventually, some airlines, will desire to

obtain some service through these satellite's before this pre-

operational period is concluded. Obviously, this is a communica-

tions carrier function, yet all consideration of industry partici-

pation in the proposed program is exclusively centered on hardware

manufacturing and manufacturing consortia.



b. The proposed "lease" by the U.S. clearly contemplates a
lease of satellite hardware rather than a lease of communications
links. This fact, coupled with several other aspects, apparently
is intended to prevent aeronautical satellite service from being
obtained in a communications carrier fashion, such as the provider
of service to the U.S. also being able to provide service to other
aviation administrations, and, in time, to airlines. The proposed
"lease" is rather a purchase of satellite hardware on the easy
payment plan, with no money down and payments extending over the
full lifetime of the hardware, with 100% warranty throughout this
period.

c. The proposed arrangement actually prevents provision of
communications links to the U.S. rather than satellite hardware,
since the "lease" of satellites is to be determined separately
from the provision of the U.S. earth stations, and, in fact, these
may not even be supplied from the same source. In any event, the
bids concerning either satellites or U.S.* earth stations cannot
be based on the provision of communications service, but must be
based on the separate provision of satellite and earth station
hardware.

d. The point has been made formally in the negotiations bet-
ween the U.S. and the Europeans, and subsequently emphasized in
the debriefing to U.S. industry, that neither the institutional
nor the procurement arrangements for the pre-operational sysfem
are intended to pre-judge corresponding arrangements for a follow-
on operational capability to enter service about 1980. From a
purely business viewpoint, this means that a bidder must ignore
the realistic depreciation periods of various aspects of his
proposed investment and consider this program as a one-time dead-
end venture, with no reasonable basis for ex,t)ecting any future
recovery of any less-than-normal revenue obtaiaed in the initial
service period. He must ignore the fact that several of the
initial program of six satellites may have sew'ral years of
useful life left_ at the start of the follow-on operational pro-
gram, and he must price his program to obtain the full return he
expects in the initial pre-onerational period. Aside from the
obvious impact on the smoothness and operational effectiveness
of the transition from pre-operational to operational service,
the business incentive of this arrangement is certainly negative.

e. The proposed course of action also puts the U.S. industry
_n an extremely unfavorable position in several major respects.
Although this industry is expected to finance the portion of the



3atellites allocated to serving the U.S. needs, and to take the
risk of this venture on the expectation that the satellites will
perform satisfactorily throughout the specified pre-operational
period, it is to have no voice in the determination of the system
hardware specifications. It is to be a part owner of this hard-
ware, and must in effect guarantee that it will perform satisfac-
torily for the entire planned lifetime, as that is the only basis
for recovery of the investment and return on investment. Yet this
industry is to be subject to detailed program technical direction
and supervision in the manufacture, test and launch of these satel-
lites, detailed supervision and direction of its investment, on
which it takes the risk. In contrast, the other part-owners of
these satellites not only are to have a full voice in the deter-
mination of the hardware specifications; they are to have a full
voice in the selection of the U.S. industry which will be involved,
and in the subsequent technical direction of the work of that
industry.

3. On balance, the proposed arrangements, through unnecessary
and unrealistic provisions, are setting the stage for the conclu-
sion that aeronautical satellite services are not practically
Ivailable on a commercial basis. Yet in reality this conclusion
would be simply the direct consequence of the manner of seeking
the service and the constraints imposed on the potential provider.
The conclusion that the aeronautical communications services cannot
be obtained on a commercial basis would be totally unwarranted,
for they would not only have been precluded by the imposed condi-
tions; they would not even have been the objective of the selec-
tion process.

4. We have continued to point out in our discussions that Comsat
considers the provision of all communications services being ccn-
templated for the aeronautical satellite program to be well within
the present state-of-the-art and completely feasible to be provided
on a commercial communications service basis, including voice, data,
and surveillance communications, from the points of origin in avia-
tion control centers and airline operational centers to the earth
stations and through the satellites to the aircraft, and vice versa.
We have brought up our repeated offer to provide such service, and
pointed out that we remain interested in doing so under conditions
which offer appropriate business incentives to invest the capital
required and which permit appropriate company management over all
aspects of its investment consistent with the risks of such invest-
ment. We have stated that we are quite willing to enter into a
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,Jint ownership arrangement on an intrnational basis, subject to

these conditions, and indeed feel that this would be in the best

interest of the U.S. as well as other initial and potential users

of aeronautical services, providing a sound basis for growth on a

fully international scope, and a smooth and orderly progression

from pre-operational to follow-on operational services. However,

we can see no indications that these views are having any effect

on the approach being taken by the U.S. in the current discussions.

All of the discussions are based on selection of hardware manufac-

turers rather than providers of communications services. We have

repeatedly suggested a two-step selection process in which the

U.S. entity to provide the U.S. services would be selected in the

first step, by the U.S. Then this entity would proceed in a second

step to select the hardware manufacturers in conjunction with its

European partners in the ownership of the system, and on equal

terms commensurate with the equal investment and equal risk involved.

The hardware manufacturers would be selected on the basis of inter-

national competition. However, it is evident that this suggestion

has not received any acceptance. The single-step selection of a

-manufacturing consortium continues to be the intended procedure.

The provider of services to the U.S. will be determined by the

itcome of this selection on the basis of a hardware bid.

5. Obviously, this is not a satisfactory outlook from Comsat's

viewpoint. We can only hope that the current program discussions

will result in changes to the announced plans and evolve into an

approach under which it would make sense to consider submitting

a bid.

-200
•,•

4,%%"'John L. Martin, Jr.



OFFICE OF TELECOMMUNICATIONS POLICY

EXECUTIVE OFt-ii:F. OF THE PRESIDENT

, is& s ui, U.C. 20504

AuguF't 31, 1971

To: Record

From: W. Dean, Jr.

subject: Frequency Guidance on Aerosat

On August 30, 1971, the undersigned attended a meeting in
Mr. Hawthorne's Office (FAA) of FAA, FCC, and OTP interests
(attendance list attached) on subject matter. Rozults were
as follows:

a. A team is leaving Friday, September 3 for a meeting
with European interests commencing September 6 and guidance
on the frequency aspects is needed.

b. FAA reiterated that they understood U.S. policy with
respect to provision of service in this area called for
leasing from a non-Government entity.

C. Th 'apeCt ale uolicv. and leaal.

d. FCC mentioned that while the ratification of the WARC-ST
was necessary there appeared to be little problem as regards
the bands involved since they were basically aeronautical as a
result of '63 decisions.

e. It was noted that the links from satellite to and from
aircraft would be in the bands 1543.5-1558.5 and 1645-1660 MHz.

f. Discussion took place on the difficulties associated with
accommodation of the earth to satellite links at 4 and 6 GHz,
7 and 8 GHz, and 4400 to 5000 GHz. Difficulties were outlined
in each of these bands.

g. It was planned that FAA would contract but that service
would be rendered to all desiring users. The undertaking was
postulated as being experimental/developmental service which,
with the stroke of a pen, could become operational. It was
also brought out by FAA that maritime accommodation was not
anticipated since the Europeans were adamant that the program
should be aeronautically oriented only. It was envisaged that
the service provided would be at least for the 1974-79 time
frame.

h. The matter under discussion only involved the integrated
portion of the program, i.e., satellite and TTT.
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i. It was noted that six birds were involved, four
orbital slots, two in the Atlantic, and two in the Pacific,
with ESRO currently scheduled to pick up half the tab (a
Memorandum of Understanding has been prepared and signature
is pending in this regard.)

j. The Europeans prefer 5000 to 5250 MHz for the satellite,
which raises the question where would the matching band be.

k. It was suggested that the upband be sought above 10 GHz
and after discussion it waq the consensus that the solution
should be either for both links to be accommodated at 5000-
5250 or, preferably, for the downlink to be at 5000 to 5250 MHz
and the uplink to be at 15.4 to 15.7 GHz; the second generation
possibly at 11.7 to 12.2 in the down direction and 15.4 to
15.7 GHz in the up direction.

1. It was noted that care would be necessary in engineering
the aerosat into these bands as they are currently occupied by
Navaids, but that sharing was feasible with separation of the
=der 20 miles between ea3:L11 stations and airport navigational
aids.

m. It was noted that if public correspondence were envisaged
from aircraft the marine portion of the L-band would have to be
embraced.

n. It was agreed to follow the Articles 9 and 9A procedures
for this undertaking, even during the experimental phase.

o. The undersigned requested that a cautionary note be
injected into the report to topside in FAA to the effect
that policy issues are under consideration which could dictate
revised thinking with respect to the concept of the aero-
nautical satellite both as regards accommodation of the mari-
time service and with respect to the nature of international
participation. Any guidance should be considered only as
sound as the assumptions upon which it is predicated.

i41:teAeN/
cc: George Mansur

Jack Thornell

Attachment



e

30 Ausust 1971

lueTtra RZ. &mum:
kftw4ULNUY PLANNING

Wilif*m B. Bawillorae ' FAA, 0-500 426-3628

11. nilamora Aerospace 404-5506

;Let; ..,... Budge PA.,. AMA& cs2-7197

r. s. Carr rt.A, RD-100 426..3551

S. LI. "Ayers mc, 008 632-7060

R. T. 2ergrauu FM* RD-140 426-3551

C. A. Keys FAA* RD-530 426-3600

W. Dean OTP 395-5623

J. B. Woodford —Aerospace 484-5506

P. 0170.'1 n1C, C.2-7500

FAA* RD-512 426-3996

. C. D. Imes FAA* RD-510 426-3996



AERONAUTICAL RADIO, INC.
2551 RIVA ROAD. ANNAPOLIS. MARYLAND 21401

August 27, 1971

File: 07-15-2

MT. Jack Thornell
Program Manager
Office of Telecommunications Policy
Executive Office of the President
Washington, D. C. 20504

Dear Mr. Thornell:

Reference your telephone call of August 24 and confirming our conversation of this
date, the following are reasons generally offered as to why the airline community 
is opposed to the present U. S.-ESRO satellite 112212.21:

1. The system is not required. The present program involves aircraft positioning
as well as communications. The positioning function requires an extra satellite
for each ocean and the airlines' firm position is that positioning service in
oceanic traffic control is not needed. Position by inertial navigation with
which all the international carriers are equipped gives excellent .accuracy with
even further refinements possible. A digital communications system to report INS
derived position to the ground is needed and this is one compelling reason a satel-
lite communications system is needed. A computer-driven traffic control display,
using INS-derived position sent to the display via data link, is now in operation
at the Oakland, California, Air Route Traffic Control Center. Controllers are
said to be enthusiastic about it. As you well know, INS, besides providing air-
craft position to the pilot, also furnishes the gyro platform that today's air-
craft require. Thus, the added complexity to provide navigation service is rea-
sonably priced. Air traffic control services at the moment do not require another
method to determine position. What is needed is a means to use the sensing systems
already available.

2. Expense: I can't get a real feel for the expense of the present U. S.-ESRO
proposal. Nearly everyone I have talked to thinks the $140 million figure is
about one-half of what it should be. The avionics cost is also unknown and will
remain uncertain as long as this proposal lacks system definition and system
design. The one thing agreed to is that the airlines cannot afford it, particu-
larly in view of the recurring nature of the cost of the space segment.

3. The airlines have really not been a part of the present program. FAA has
been conscientious, we feel, about reporting their progress to us but, aside
from that, we have not been consulted and, of course, have not participated in
it.
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'AEF,̀,ONAUTICAL RADIO, INC.

—~. Jack Thornell
gust 27, 1971

.age Two

4. Technical Uncertainties: I have already touched on this, however, it

seems that we are buying an awfully big system when it is considered the

technical feasibility of what we are trvin to do has et to be established

We have recommended NASA's ATS-F and/or ATS-G be used to establish technical

assurance. It would require some reprogramming of what is to be done on ATS-F

and maybe even delay the final system if the experiments had to be carried on

to ATS-G. The delay would not concern us.

5. Which brings me to the final point and that is that the urgency that apDar-

ently was here 13 months ago is no longer present; not only has the forecast

growth in trans-Pacific and trans-Atlantic flights not materialized, but with

the wider bodied jets now present we are actually flying fewer schedules than

we did last year and the year before. There are still more wide bodied jets

to come and, unless there is a business upturn, an increase in trans-oceanic traf-

fic must be considered doubtful. Our new monetary policy may further limit 

foreign travel. 

Obviously, I have had insufficient time to coordinate this reply with the air-

lines. It is, therefore, my personal summation of the thoughts most frequently

expressed by the airlines, the Air Transport Association of America, and us.

Very truly yours,

AERONAUTICAL RADIO, INC.

J. Francis Taylor', Jr.
President
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DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION

WASHINGTON, D.C. 20590

2 3 AUG 1S71

Mr. Clay T. Whitehead, Director
Office of Telecommunications Policy
Executi-e Office of the President
Washington, D. C. 20504

Dear Tom:

OFFICE OF
THE ADMINISTRATOR

This is in response to your letters of 12 August to Under Secretary
Beggs and to me which note the recent meetings in Paris and Madrid
concerning a joint European-U.S. program for aeronautical satellite
communication services and requests our views concerning the
specific arrangements to be incorporated into the material being
drafted.

Ti, gPtle".1, the sp..^.;f;,-• ? t '.vi ll 1 oforr to tho policy
positions expressed in the OTP statement of 7 January, with clari-
fication provided in your letter of 12 July. I am aware of no
departures from this policy, except the practical difficulty of
meeting the 1973 date at this juncture.

The specific basis for the proposed Memorandum of Understanding
and joint procurement specifications is contained in the report of the
Madrid meeting and associated summary of discussions. I have
enclosed copies for your use. The Ad Hoc Group, formed at the
earlier Washington meeting and extended by action of the Madrid
meeting, met in Madrid on 4 and 5 August to prepare initial drafts
of these two documents. The Ad Hoc Group met in Washington on
19 and 20 August to proceed with the drafting of the Memorandum of
Understanding and will convene at ESTEC in Holland on 6 September
for drafting of the RFP. In both cases, the drafting will conform to
the understandings reached in Madrid.
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As at all previous sessions of the Ad Hoc Group, continued repre-
sentation from your Office is invited and would serve as the best
vehicle for providing you with a direct input concerning the details
and specific wording of both documents. Arrangements for attendance
can continue to be made through David Israel of my staff.

In the event that you desire a personal review of the progress, I
would suggest a meeting at your convenience during the week of
23 August.

Sincerely,

J. H. Shaffer
Administrator

Enclosures
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DEPARTMENT OF TRANSPORTATION
FEDERAL AVIATION ADMINISTRATION
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WASHINGTON, D.C. 20590

2 3 AUG 1971

Mr. Clay T. Whitehead, Director
Office of Telecommunications Policy
Executive Office of the President
Washington, D. C. 20504

Dear Tom:

OFFICE OF
THE ADMINISTRATOR

This is in response to your letters of 12 August to Under Secretary
Beggs and to me which note the recent meetings in Paris and Madrid
concerning a joint European-U.S. program for aeronautical satellite
communication services and requests our views concerning the
specific arrangements to be incorporated into the material being
drafted.

In general, the specific arrangements will conform to the policy
positions expressed in the OTP statement of 7 January, with clari-
fication provided in your letter of 12 July. I am aware of no
departures from this policy, except the practical difficulty of
meeting the 1973 date at this juncture.

The specific basis for the proposed Memorandum of Understanding
and joint procurement specifications is contained in the report of the
Madrid meeting and associated summary of discussions. I have
enclosed copies for your use. The Ad Hoc Group, formed at the
earlier Washington meeting and extended by action of the Madrid
meeting, met in Madrid on 4 and 5 August to prepare initial drafts
of these two documents. The Ad Hoc Group met in Washington on
19 and 20 August to proceed with the drafting of the Memorandum of
Understanding and will convene at ESTEC in Holland on 6 September
for drafting of the RFP. In both cases, the drafting will conform to
the understandings reached in Madrid.

,q`11'
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As at all previous sessions of the Ad Hoc Group, continued repre-
sentation from your Office is invited and would serve as the best
vehicle for providing you with a direct input concerning the details
and specific wording of both documents. Arrangements for attendance
can continue to be made through David Israel of my staff.

In the event that you desire a personal review of the progress, I
would suggest a meeting at your convenience during the week of
23 August.

Sincerely,

J. H. Shaffer
Administrator

Enclosures
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DEPARTMENT OF STATE

Washington, D.C. 20520

20 AUG 1971
The Honorable
Clay T. Whitehead, Director
Office of Telecommunications Policy
Executive Office of the President
Washington, D. C. 20504

Dear Tom:

Under Secretary Johnson has asked me to reply to your letter
of August 12, 1971 concerning the exploratory talks we have
had with the Europeans and others on the establishment of
an experimental pre-operational aeronautical satellite
capability for international civil aviation purposes.

In accordance with the January 7 policy statement, this
Department has sought to assist DOT/FAA in its efforts to
develop an acceptable international framework for an
experimental/pre-operational aeronautical satellite capability.
We believe that DOT/FAA has made every effort to exercise its
"unambiguous leadership" in accordance with the policy
statement of January 7 and the Office of Management and Budget
Memorandum of June 11, 1971. We think that the understandings
reached in the meetings to date have had substantial foreign
relations benefits for the United States and have paved the
way toward rapid international action on specifications for

an international system.

As you know, we are advising DOT/FAA on various foreign policy
aspects of the draft Memorandum of Understanding which was
discussed in Madrid. Representatives of your cffice are also
participating in that process. We believe that these in
depth, interagency discussions provide the best vehicle for
determining how our policy goals can be realized in the context
of our existing commitments and our foreign relations interest.

Sincerely yours,

18cAt 103

Bert W. Rein
Deputy Assistant Secretary
Bureau of Economic Affairs

sct



OFFICE OF TELECC.*:::.UNICATIONS POLICY

WASHINGTON

August 18, 1971

Toni-

As information, Bud Wheelon visited me this

week to state that Hughes had taken a corporate look

at Aerosat and had decicled to no bid. They expect tn

maintain a public posture of interest in case the

environment changes. The decision was predicated

on two factors:

1. Possible shortage of capital if they should

be successful in both DomSat and Aerosat, and

2. Unfavorable drift of Aerosat institutional

arrangements.

He indicated if either factor changed, Hughes would

reconsider.

George

1


