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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.



-3-

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-

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.



-4-

/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 •)
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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


