
Wednesday 6/z3/71.

11:10 Steve advises that the FCC yesterday determined not to
authorize an SF cable -- they denied Tat-6. They do intend
to invit.e the filing for an authori',ation for an SG. The Dept.
of State transmitted the Commission's decision to all European
posts last night. The carriers and Nick Za.pple have been informed
Ly .T.-SC.



May 27, 1971

MEMORANDUM lrOft DR. HENRY =SINGER

As discussed in Mr.- WhiteheAdts meinorandum of 5 May, the Office
of Telecommunications Policy has conducted a review of the policy
issues connected with planning, construction, and operation of
commercial international communications facilities. This review is
now complete and the resulting conclugions and recommendatiorq
have been provided to the Federal Communications Commission. A
copy of the policy statement ix attached.

During the policy review we coordinated with Colonel Robert Behr
of your office on an informal basis.

Atch.

G. F. Mansur/tw
RF

Subject File
W. Hinchman

CTWhiteli ead

z pik

. F. Mansur
Deputy

.••••

•



OFFICE OF TELECOMMUNICATIONS POLICY
WI.....:i%GTON

May,25, 1971

•••••••••

Carl-

The attached policy paper which was forwarded tothe FCC is virtually identical to the draft which we dis-cussed last Friday. You rill note that it does not
oppose cables in a broad sense and, in fact, encouragesdevelopment of both cable and satellite technologies.We believe this is in consonance with the spirit of
Secretary Laird's recommendation to the Commission.

There is also evidence which cannot yet be madepublic that substantial and immediate rate reductionswill be made by COMSAT in trans-Atlantic rates, ifa new trans-Atlantic cable is not constructed at this
time, so that existing facilities can be filled at a
faster rate and thereby increase the utilization
efficiency.

We are sure we have the same objectives in
mind -- those objectives being the best service and
reliability at lowest cost, both to DoD and to the
general public, and believe that our views can converge.1- with respect to the broad public policy issues.1

Sincerely,

7 G. Mansur -

21(0



EXECUTIVE OFFICE OF THE PRESIDENT

—. OFFICE OF TELECOMMUNICATIONS POLICY.

WASHINGTON, D.C. 20504

MEMORANDUM FOR:

May.25, 1971

Honorable Melvin R, Laird

Secretary of Defense

DIPPCTOR

As discussed in Mr. Whitehead's memorandum of 5 May, the Office

of Telecommunications Policy has conducted a review of the policy

issues connected with planning, construction, and operation of

commercial international communications facilities. This review is

now complete and the resulting conclusions and recommendations

have been provided to the Chairman of the Federal Communications

Commission. A copy of the correspondence is attached.

filmiamental premise nf the Administrationiq pnlirxr is that the
public interest is best served by permitting both cable and satellite

technologies to evolve competitively in response to operational needs

and economic considerations. We believe that adoption of this policy

framework will provide industry, both domestic and foreign, with the

guidance it needs to more effectively plan for new facilities.

We wish to express our thanks to the Department of Defense for their

constructive advice and assistance during the course of the policy

review.

Atch.

G. F. Mansur

Acting



EXECUTIVE OFFICE OF THE 
PRESIDENT

OFFICE OF TELECOMMUN
ICATIONS POLICY

WASHINGTON, 0.C. 20504 •

May ?1, )9 /1

Honorable Dean Burch

- Chairman

Federal Communications Commission

Washington, D. C.

Dear

DIR C CT OR

7 -

The planning, development, and operatio
n of international

communications facilities is a matter of major 
concern. There is

rapidly growing public and commercial use of 
these facilities for

,telephone and telegraph'traffic, television tr
ansmission, and other

services. They are important to our bu
sinessmen, our news media,

and our national security.

The present structure of the U. S. inte
rnational communications

industry creates the need for considerable 
governmental supervision

over investment in new facilities. In the past, this has resulted

_
:ea cie.n...e 1.:0111:r01 or go Ynn7CiPtAl 1 cZ ni• n'or.rai-inn nri nr% cf1111-1--;1n_

n fhP

that it is difficult to J. thc rcE7alatc-ry f Mr Pr all_

public interest which they seek to promote.

I am enclosing the Administration's views 
on the policy that should

guide regulation in this area. We beiieve tha
t adoption of this policy

framework will strengthen the ability of the 
Commission to assess

the public interest in future investment dec
isions, and at the same

time provide industry with the guidance it 
needs to plan efficiently

and effectively. This policy relies on good faith and re
sponsible

action by our international carriers, which w
e believe will be

forthcoming if the policy is firmly adopted. 
It leaves to the carriers,

within appropriate limits, the freedom to use 
their judgment in those

areas of operation and planning details whe
re the Government lacks

both the experience and the information t
o make the necessary

decisions in a knowledgeable and timely way.

The policy further assumes that the C
ommission will determine

when new capacity will be required suffi
ciently far in advance for

orderly planning and approval of inves
tment in new facilities.



Investment proposals
 should then be solicite

d and evaluated with

a view to obtain
ing the required capabili

ty and reliability when

needed at least cost. T
he U. S. internationa

l carriers strive to

achieve the best in se
rvice through high rel

iability and conservative

planning; our major co
ncern from the standpo

int of the public

interest is that we avo
id construction of exces

s capacity and

deployment of indfficie
nt technology.

Within reasonable limi
ts set by the Commissio

n, the carriers

should be allowed t
o choose the type and timi

ng of their new facilities.

Those limits must,
 however, be sufficiently 

firm that the public

interest is protected
 from investments which 

are excessively costly or

—otherwise seriously u
nSound. We believe this

 approach goes far to

disentangle corporate
 and governmental decisi

on-making to the

benefit of both -- and
 especially to the ultimate

 benefit of the public.

Sincerely,

-.moo
V't#

Clay T. Whitehead

Enclosure a.

-:•••••
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Policy Recommendations and Conc
lusions

for International Facilities

1. New facilities should bq approve
d only when necessary to meet

valid growth requirements, and o
nly upon demonstration that they

will result in the lowest additibfi-al
 cost* for comparable circuit

capacity, reliability, and quality. 
These criteria should result

in the lowest overall cost to the
 using public, since rate-regulated

carriers are_normally allowed to recov
er from their customers

through their tariff offerings all i
nvestments and operating costs

plus a rate of return on investment. _

2. Tariff rates cannot be used as a valid
 public-interest criterion

for approval of investments in new 
facilities, since they reflect

the effects of past investment costs
, rate-averaging, promotional

pricing, and other deviations from true 
service costs. Only in

the unusual circumstances in which
 two types of facilities are

burdened identically by these factors d
o tariff rates provide a

useful measure of the comparative cost
s of existing facilities, and

clearly such rates cannot provide a m
easure of future costs.

17.1..e.nss capacity or redundant f,icilities 
should bp authorized in

the extent reasoniy rzcry 
ot

facilities and to enable automatic resto
ranon of intefrupLed

service -- but not in excess'of this 
requirement. Redundant

facilities to enable automatic restorat
ion should be required where

- this is the least-cost means of 
obtaining the overall continuity and

reliability of service which is needed.
 This does not necessarily

require duplication of circuits on di
fferent types of facilities, and

such a fixed policy would be unnecessa
rily costly to the public.

4. Public policy does not require a parti
cular ratio between satellite

and undersea cable circuit capacity.
 Both modes may be needed

to meet special service requi
rements and should be vigorously

developed, but within broad limits th
e ratio should be allowed to•

. evolve in response to opera
tional needs and economic considerations.

*Based on present value of adde
d investment and expected operating cost

s

at relevant traffic (demands) 
ley-els. If the cost differential between

alternative facilities is within t
he range of estimation uncertainty, the

least-cost criteria should not
 be rigidly enforced.



Policy Recommendations and Conclusions
for International Facilities

1. New facilities should bq approved wonly when necessary to mcct
valid growth requirements, and only upon demonstration that they
will result in the lowest additional cost* for comparable circuit
capacity, reliability, and quality. These criteria should result
in the lowest overall cost to the using public, since rate-regulated
carriers are_normally allowed to recover from their customers
through their tariff offerings all investments and operating costs
plus a rate of return on investment.

2. Tariff rates cannot be used as a valid public-interest criterion
for approval of investments in new facilities, since they reflect
the effects of past investment costs, rate-averaging, promotional
pricing, and other deviations from true service costs. Only in
the unusual circumstances in which two types of facilities are
burdened identically by these factors do tariff rates provide a
useful measure of the comparative costs of existing facilities, and
clearly such rates cannot provide a measure of future costs.

3, r.xcess ca.Dacitv or redundant f.Acilitics should be authorized to
C CY-Tent rscnaay c. Ll/ 11141‘. C.: V-11 ‘../ ailZ".. :Z.; :::::iturn ot

facilities and to enable automatic restoration of interrupted
service -- but not in excess of this requirement. Redundant
facilities to enable automatic restoration should be required where

- this is the least-cost means of obtaining the overall continuity an'l
reliability of service which is needed. This does not necessarily
require duplication of circuits on different types of facilities, and
such a fixed policy would be unnecessarily costly to the public.

4. Public policy does not require a particular ratio between satellite
and undersea cable circuit capacity. Both modes may be needed
to meet special service requirements and should be vigorously
developed, but within broad limits the ratio should be allowed to
evolve in response to operational needs and economic considerations.

*Based on present value of added investment and expected operating costs
at relevant traffic (demands) levels. If the cost differential between
alternative facilities is within the range of estimation uncertainty, the
least-cost criteria should not be rigidly enforced.



Policy  Recommendations and Conclusions
for International Facilities

1. 'New facilities should bq approved .pnly when necessary to meet
valid growth requirements, and onlyypon demonstration that they
will result in the lowest additional cost* for comparable circuit
capacity, reliability, and quality. These criteria should result
in the lowest overall cost to the using public, since rate-regulated
carriers are_normally allowed to recover from their customers
through their tariff offerings all investments and operating costs
plus a rate of return on investment.

2. Tariff rates cannot be used as a valid public-interest criterion
for approval of investments in new facilities, since they reflect
the effects of past investment costs, rate-averaging, promotional
pricing, and other deviations from true service costs. Only in
the unusual circumstances in which two types of facilities are
burdened identically by these factors do tariff rates provide a
useful measure of the comparative costs of existing facilities, and
clearly such rates cannot provide a measure of future costs.

Fateess r•apacit-v or redundant rticilitios should be authorized to
• the extent- reason1-i y Jars. t: Nvajic ;r uvr or

facilities and to enable automatic restoration of interrupted
service -- but not in excess' of this requirement. Redundant
facilities to enable automatic restoration should be required where

- this is the least-cost means of obtaining the overall continuity and
reliability_of service which is needed. This does not necessarily
require duplication of circuits on different types of facilities, and
such a fixed policy would be unnecessarily costly to the public.

4. Public policy does not require a particular ratio between satellite
and undersea cable circuit capacity. Both modes may be needed

• to meet special service requirements and should be vigorously
developed, but within broad limits the ratio should be allowed to

. evolve in response to operational needs and economic considerations.

*Based on present value of added investment and expected operating costs
at relevant traffic (demands) levels. If the cost differential between
alternative facilities is within the range of estimation uncertainty, the
least-cost criteria should not be rigidly enforced.


