


• , Outline of speech delivered to the National Chamber's Communications
Committee on January 14,-1970

— Asked to talk about reorganization of communications management
systems in the executive branch,

— When I accepted, I thought I could read a short paper I had written
called: "Executive Branch Organization for Telecommunications. It

-- Now, thanks to a certain Congressman and our "info econ,

you have all read it (or at least summaries) and I must reconsider.

— Let me focus more on why than what.

-- Sec Ed Crosland. Spent AM on space message -- and am reminded
of a comparison I once made that puts communications problems in
perspective.

-- No engineer, but short engineering background.

-- Worked on Apollo, more amazed than layman.

-- Worked at BTL,--

-- In short, we never had it so good.

-- Then why are we so concerned that we reorganize, strengthen,
put in EOP?

. I.

a

-- Government is a veyy large user of communications, both general
and special purpose.

-- We need to be sure we arc doing best job possible in procuring
and operating. _1 •
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-- Historically, .communications hasn't fit well:

-- Dept. of Commerce -- pulls together comenu
nications, but

creates coordination problems with users. .

-- Leave in departments -- communications fragmente
d --

nowhere to. see whole and hard to get economies.

-- We felt we needed a better capability to look
 at the what and

why and how much Of government communication.

— There is an increasing interaction of communicat
ions with the

rest of our society and economy (no comp. ,v/VP not talking

about mag. but medium).

-- Communications hag changed from an industry tha
t facilitates

commerce to an industry that is inseparable from the commerce

of the U. S.

-- Also note change:

-- not just constant change, but rapidly increasing rate of

change.

— not just growth and improvement of telephone service,

but qual. diff. kinds of change.

• — not just t,echnical change pushing the industry, but also

social and economic change pulling,

-- The lesson here is that we must bring communications policy

into the rest of the government policy process -- it can no

- longer be so isolated.

-- One is tempted toward a var. of the old saw:

Communications is. too important to be left to the communicato
rs.

— Some truth, largely becricuse communicators have
 done such

a good job.
•

-- But more: Communications is too im
portant for the policy

generalists to continue to ignore.



•

•

III

3

Third reason .for our concern is current difficulty of focusing

executive branch on these kinds of problems.

— Rostow report -- not so much lack. of place to tell us what

we thought (our job)•

— no place to go even for analysis.

-- Domestic satellite too important to be ignored.

— a way of bringing together the common

and the general policy people.

— but ad hoc and noway tO do business

over long haul.

What are we planning ?

1. OTP
TRAC and otherS

VCC untouched

Z. What will we do? 30 planners and Parkinson's law.

We will NOT:

We WILL:

••••••• move toward more detailed government

manipulation of industry.

seek to pre- empt FCC/Congressional

prerogative -- fine line,

start another Rostow report.

- strengthen executive branch capacity to

procure and operate crt'vn communications

efficiently and effectively.

— strengthen executive branch capability to

participate in the national policy dialogue

with FCC and Congress and industry.

bring coriamunicators and communications

into closer touch with overall national

policy issues and policy-makers.

engage- in in-depth studies of particular

problems as thy arise or as policy •

iniatics become timely.

Put me out of business.
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Focus primarily on general policy issues such as
 reassessment

of monopoly, coi-npetition, and regulations rather than specific

detailed decisions.

p.. s
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Our domestic satellite policy proposals have been widely

regarded as a fundamental departure from past policies in the

communications area. And yet there has lately been a growing

feeling that we really didn't mean it after all; that our statement

could be interpreted as a change in regulatory policy rhetoric, but.

status quo in terms of industry structure and regulatory procedure.

My message today can be summed up in one sentence:

We really meant what we said.

I am afraid, however, that we may not have said all that we

meant. I originally had no idea that we would have to be as explicit

in our policy recommendations as we were. We knew the subject

was complex, but little did we know how complex. As our study drew

to an end, we endeavored to reduce some of the complexity by being

as concise as possible in stating our recommendations; I now suspect

we did too good a job of being concise. Some have read us very

clearly, but others have voiced-either confusion or misinterpretation.

My purpose today is simply to clarify certain aspects of our

statement.

We started from a statement of the general objective of

government involvement in what,is, after all, a private enterprise

activity: the encouragement of reliable Communications services
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for public, business, and government use, at reasonable rates, and

the assurance of a healthy environment for continuing innovation in

services and technology. We concluded that government policy

should encourage 'satellite systems to the extent private enterprise

finds them economically and operationally feasible. Well, that's

heady level of generality, and it was a long way from that general

objective to the specific policy guidelines we proposed. Each

section of our statement, and indeed each sentence, is the distilla-

tion of considerable background studies and analysis. Let me cite

two examples to show what I mean:

We said:

"At this stage of domestic satellite planning, it is not

possible to identify major economies of scale. Rather, it appears

that a diversity of multiple satellite systems as well as multiple

earth stations will be required to provide a full range of domestic

services."

That does not mean that we spent so little time looking at

the question that we simply admitted our ignorance. Rather, we

went very deeply into the issue -- perhaps more deeply than any

other because of the many different viewpoints. We found that

satellite costs per channel did 'indeed decline with larger satellites.
.tic
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But we also found that there are real economies in optimizing a

satellite for television distribution or data communication compared

to multi-purpose design optimization; and that there were important

cost and design tradeoffs between the satellite and the earth stations

that make different system configurations economically optiriaum

depending on the services to be provided, The system configurations

required for one-way television distribution are quite different from

those required for two-way high-speed data interchange; and both are

different from the features that would be required for general public

message traffic. On the other hand, for given classes of service,

there are clear economies of scale both technologically and

operationally. All these considerations went into our two-sentence

conclusion.

Another example:

We said:

"The issue of radio resource scarcity for satellite cothmuni-

cations has been overstated to a significant degree. While the

communications capacity of this resource is finite, the ability to

accommodate additional radio services is greatly expandable through

administrative, technological, and operational innovation. "



•

•

•

-4-

I could talk for the rest of the afternoon on this one, but let

me focus briefly on the kinds of considerations we examined under

the one category, of administrative innovation. Minimum earth station

antenna diameters can be established . . . both for transmit receive

and receive-only stations. The 6 gigahertz up/4 gigahertz down rule

can be reversed over large geographic areas under certain standa
rds

for satellite design and interference standards. Other frequency

bands can be utilized for satellite service. Maximum flux density

limits can be varied to accord with new terreStrial microwave

standards and/or interference tolerance standards.

I think you can begin to see then why our short statement

may have been a little too succinct for some tastes. But I don't want

to overdo it either. I believe our policy is reasonably understandable -

even if some press reports that we were calling for absolutely

untrammeled competition were a bit oversimplified.

. .
Having established what we all already knew -- that this is a

very complicated subject -- let me move on to emphasize one thing we

did not mean by our statement. We had no intention of steering the FCC

or the industry toward some preconceived outcome. Anyone who
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interprets our statement•as an attempt t
o downgrade Comsat,- to make

life easy for the networks, to help or hurt AT&
T, or to secretly lay

the way for Baskin and Robbins to get into the spa
ce business is just

plain wrong. If that was what we had wanted to achieve, I as
sure you

we could have worked that out much faster an
d with much less analysis

than we in fact went through.

The purpose of policy-making, in my view, is t
o define new

rules for doing business in response to changin
g technical, economic,

and social conditions -- in other words, to
 alier the rules of the ball

game. -We tried to do the best job we could in defining 
new rules for

the domestic satellite ball game. Given those n
ew rules, some will

do better than others; some will choose not to
 play. We have no

illusions that we have solved all the problems.
 What we have in

fact done is to exchange one set of problems for
 another set of problems.

But we are convinced that the public and the po
tential users of satellite

services will be better off with the new problerfa
s than with the old,

and that the public interest will benefit from such
 an approach.

The new rules that we have proposed can fai
rly be charac-

terized by competition, but only competition of 
certain kinds, under

certain conditions, and.in cer4in ways. 
Competition is not an end

.L

in itself. It is rather the prin-kary way we in this 
country have used
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to channel our economic.and technical resources into productive

purposes for our benefit. The communications industry — and govern-

ment policies toward that industry -- have drifted away from many

of the concepts on which our economic and social structure 1.6 founded.

Our satellite policy is an attempt to restate in one area the case for

both competition and regulation and how they complement one another.

That we called for some competition should not be newsworthy in

America; rather it is newsworthy that so many found that thought

newsworthy.

Our policy recommendations cannot be lightly extrapolated to

all areas of communications, since they were based only on an analysis

of satellite technology and economics. But neither can they be viewed

simply as a different philosophical backdrop to the regulatory policies

of the recent past. I would like to sketch out some thoughts about how

the regulatory process would be different if our proposals were adopted.

Our proposals for competition were restricted to the provision

of specialized communications services. Private systems, common-

user systems, and specialized carrier systems should be approved

on a showing of economic and technical capability. That means no

drawn-out evidentiary hearings ,to determine if the proposed system

is the most economic way of pypviding the capability. And no hearings

to- determine impact on existing or proposed common carriers. In
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short, you apply; if your proposal is technically correct your

application is approved and you proceed with construction. There is

no benefit to be derived from filing to get your name in the pot, nor

to give you standing before the Commission in a hearing on c•omp.eting

applications. Under our proposals, there simply would be no such.

thing as competing applications or specialized services. Spectrum

use conflicts would be resolved by the Commission administratively.

But what about spectrum shortages and the finite supply of

orbital "slots"? First, we don't believe in the concept of orbital

slots: it is too static and rigid a concept for such a dynamic field.

Second, we don't expect that the geostationary orbit will be flooded

by satellites. Satellite systems may cost up to $100 million or more,

and few companies have the economic and technical resources to

embark on such an enterprise. So you will not get the kind of

competition you see when a large number of small suppliers are

involved. But it is still important that potential, providers of .-satellite

system services have the flexibility to erect systems responsive to

the needs and desires and willingness to pay of potential users. The

systems that evolve out of this approach to regulation are likely to

be considerably different and considerably more useful than a system

prescribed by a chartered monopoly or by administrative fiat in an41c

attempt to satisfy all interests.
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We have not recommended that common carriers be excluded

from the satellite business. Rather, we have recognized the legitimate

requirement that common carriers be regulated and have recommended

that standard FCC procedures be applied where the common carrier

wishes to use the satellite for his monopoly public message service.

If the common carrier wishes also to provide specialized satellite

services, we recommend a public evidentiary hearing on each case

to assure that no cross-subsidization will occur between his monopoly

-
services and the specialized services. This provision is necessary to

assure that monopoly power is not used, purposely or inadvertently,

to preclude legitimate competition in the specialized services.

So evidentiary hearings would be required for common carrier

applications under our policy. They probably also would be required

for common-user joint ventures. At the same time, it would be

highly undesirable for the entire licensing of domestic satellite systems

:
to be stalled while the Commission, at its leisure, considered the

special problems inherent in applications from common carriers or

joint ventures. Other specialized applications should be granted

while these hearings go forward.
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Let me now turn to the anti-trust aspects.. Some people are

surprised to hear that antitrust law has any bearing in regul
ated

industries. This is not only very much the case, but is so much so

that in our effort to be concise, we omitted much reference to
 the

subject. That may have been a mistake.

We, did address the question of common-user joint ventures.

The most likely example of this is a consortium of televisi
on networks

joining to own and operate a television distribution system
. Here,

we felt it important to note that our analysis suggested
 that such systems

would n'ot be in violation of the antitrust law if all pot
ential similar

users were afforded an opportunity to join the consor
tium on a

nondiscriminatory basis.

We did not address joint-supplier ventures, because th
is seems

so well covered in the antitrust law. It seems appropriate to emphasize,

however, that we would not welcome joint ventures of this ty
pe, where

the effect would be to preclude competition by other potential 
entrants,

or to result in Only one system where the two joint venturers 
might

reasonably establish separate systems of their own. We did not 
and

do not envisage competition of the corner grocery type in this 
area;

but as I mentioned earlier, competition. among potential entrants
 is

especially important in such o4ises, and can be .expected to 
be beneficial.
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There are too few potent1a1 entrants in th
e domestic satellite,area

at this time to allow combinations of such en
trants for purposes of

dividing up the pie, to the detriment of the pot
ential users of such

services. Nor can we accept the shiboleth that suc
h combinations

permit overall system Optimizations not possible
 in so-called

"fragmented" systems owned by competing firms. • If we 
accepted

that argument, monopoly and cartels -- not competition -- would be

the American standard.

In closing, I want to emphasize that we- have sought 
to find

policies that are consistent with the needs of a rapidly
 advancing art.

In the first place, the type of decision-mak
ing we would require of

the FCC would be much more timely than past regulat
ory methods, and

much less dependent on second-hand data, uncertain 
projections of

•
demand and technology, and slanted claims and counter-cla

ims.

Secondly, it would encourage potential innovators and 
offerors of

new services to think more concretely about th9ir 
market possibilities.

It would encourage them to search out the need
s, desires, and willing-

ness -to pay of potential users -- to the benefit of b
oth. Unlike the

current situation in terrestrial services, the po
tential provider of

satellite services would not be faced with
 a long, costly, and uncertain

.L
legal effort that can only dete..Tu.him from making the effort in the first
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place. And it would also force potential users 
of satellite services

to think through the benefits and the economics
 more thoroughly than

they have in the past.

One final note: We have proposed that this new pol
icy-approach

be adopted on a provisional basis for 3 to 5 years
. The reason for

that is that no policy can be expected to be correct 
indefinitely. And

we recognize our own fallibility; situations may de
velop that require

changes in our approach that we did not foresee. Howe
ver, that does

not mean that those who put up systems under-the interim policy would

be risking the loss of their systems and investments 
at the end of the

period, but rather that requirements for new entrants might
 be changed

and some overt rate regulation may become necessary. 
The necessary

changes, in any event, would depend as much on the behavio
r of those

in the business as on the government.

We hope that the way is finally clear for the American

electronics and communications industries to turn the 
great potential

* they have created into economic and operational 
reality.
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I. After last week, FCC is the Telecom Tiger.

II. Reluctant to tell experts about telecommunications; would rather

tell you about how we look at telecommunications policy.

1. Telecommunications is important in our society and economy and

getting more so. (TV, satellites, telephones and mobile society, media

and news dissemination, etc.)

This is one of the major reasons for establishing the new Office

of Telecommunications Policy.

a. Will be the President's principal advisor on telecommunications

issues.
b. Will formulate policies and coordinate operations for Federal

Government's own telecommunications activities.

c. Will enable the executive branch to speak with a clearer voice

and be a more responsible partner in policy dialogues with industry,

FCC, and Congress and public.

Will not become a mini-FCC: Issues for majoi statements will be

picked with care, not in large numbers. Emphasis is on cooperation

and coordination.

Spectrum management: A major effort to do better; improve and

be more flexible where we already have good cooperative spirit.

2. 'Telecommunications should be more a part of the wider American

economy, rather than just a service to it.

a. We have only dimly perceived the implications of the "informed

economy, "wide-band cable access to the home, truly widespread mobile

communication, etc.

3. Government institutions need to be more flexible to deal with the

rapid change that is upon us -- and industry institutions too.

a. Change is not only rapid, it is qualitatively different: 20%

growth rate and new technology is quite different from availability

of cable TV, mushrooming data communication, etc.

b. We have demand pull and technology push combining.
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4. We must recognize that government policy and industry efforts are
not independent. The concept of government regulation simply slowing
or speeding what industry wants to do is overly simplistic: Innovation
will head into new directions or not, depending on policy and policy takes
its cues from industry potentials. Satellites example.

5. Government policy should move more toward rati onale and carefully
defined policy guidelines and away from case-to-case ad hoc adjudication.

6. Satellite policy statement is an example of all five of these points:
(1) importance; (2) a part of the economy; (3) more flexible government
and private institutions; (4) interrelation of government policy and
industry direction; and (5) policy by rationale rather than adjudication.

•

•





Role of Analysis in White House Decision-Making

McGill Seminar

1. Scope and complexity -- seem to be believed.

2. Coordination and feasibility solutions vs. purposive decisions=
Information collection vs. analysis.

3. Complexity, .Magnitude of problems + uncertainties + lack of
knowledge = no global "solutions" (cognative and factual limits).
In fact not clear what a "solution" is.

'1. Objectives 

A. Many objectives: important part of the problem is choosing
what you can and can't make progress on. (Somehow high

political feelings help, sometimes hurt.)

B. General vs. specific (general usually known; specific must

be derived).

C. Specific objective generally derived as much from alternatives

-available as from general objectives.

5. President as institution

White House staff and Cabinet shared general objectives or sense

of Administration. Decision always must be made: push to
President; make; push down.

6. Options

A. What you want to do very dependent on options available and

how viable they are. _

B. Good options are very hard to find; they must be created --

synthesized.

7. Bureaucracy

A. Bureaucratic interest in status quo. and helping the President --

importance of "Administration" and political loyalty, e.g., Loy.
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B. Difficulty of getting downward flow of information, objec
tives,

etc. President/White House reins. bureaucracy.

C. Extreme difficulty of curtailing programa.

D. Power at once tremendous and trivial.

Power to create issues -- publicly or in bureaucracy.

Power to change.

E. Need to create options/check for political feasibility a
nd costs.

8. Principal roles of analysis in White House then:

A. Feasibility testing -- coalns, $, impact perceived, impact

realized.

B. Option synthesis.

9. The frame of reference problem

A. One man's analysis is another man's BS or inanity o
r

_naivete.

B. The problem of communications -- bureaucracy, pub
lic,

industry/interest g roups / Cong re s s /Executive

10. Examples:

A. Health Service Delivery

Know generally what want, no viable options.

B. Domsat

Anal 2 roles: (1) justifying general thrust of policy we 
wanted

that was in turn largely judgmented; (2) clarifying proble
m and

suggesting side condx that made policy'better.

C. Merchant Marine

informed us of. causes and consequences and forced 
agreement

within Administration on same.

Sharpened decision to be made.

Didn't so much change substance of what President d
ecided,

but context and frame of future reference.
,•
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EDUCOM

— Pleased to be here.

0 - _ Rather presumptuous to talk about more effective communications.

-- As you know, this Administration has been somewhat active in

te le communications .

•

•

-- Thought you might like  to hear about two subjects (what we are

trying to do generally in telecommunications policy; and what we

specifically are trying to do in domsat policy).

-- Then to give me equal time, I'd like to say a few words about one

of my special personal interests -- how we communicate.

First

-- What are we trying to do generally in telecommunications policy?

Why? non partisan

not major political issue

— some problems, but on the scale of things in Wash.,

telecommunications works pretty well

-- We are involved because telecommunications is important to our

society and economy -- and getting more so.

-- Story: When telephone was a growing industry, some pragmatist

asked of what benefit it could be. When told it could enable someone

in Maine and Texas to talk to one another, he replied, "What could

someone in Texas and someone in Maine possibly have to talk about?"

-- Well, we have clearly gone through and past that stage. We now

talk around the world. And we communicate data and images as

well ag voice.

-- Because this industry is so important to our social and economic

future, we felt the Executive Branch should have a better capability

to be informed about the potentials and the problems and the

implications for public policy.

-- The new OTP will become effective April 20.

-- It will be complemented by TRAC (economic and technical analysis)

-- Will devote about 1/2 time to Federal Government's own commu-

nications activities; 1/2 to broader national policy objectives.

-- Purpose is to make President a better partner in the dialogue

among Executive Branch, Congress, and FCC.

-- Will not take away any powers or functions of FCC or HEW or

Congress.
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Second

-- Telecommunications must become .a part of the wider economy

rather than just a service to it.

-- Focus must shift from efficient reliable telecommunications (which

we have) to effective use of telecommunications to achieve our

broader economic and social objectives, be those objectives to

educate in the ghetto, to provide better health care, to entertain,

to direct taxi cabs and delivery trucks to users, to secure and

coordinate airline reservations, or to provide vocational education.

-- We are beginning to see this, we will see it more.

Third

-- Government institutions must become more flexible to deal

effectively with this rapid change.

-- Change is rapid qualitatively as well as quanitatively.

-- This puts a real strain on public policy. We need to find new ways

to make policy that is both resilient and sturdy -- not easy.
-- But industry and non-government public and private institutions

also must find ways to be more flexible. It is easy to see

government's inflex; harder to see our own.

Domsat

Let me now talk a little about our domestic communications satellite

policy. It is an example of what I have been talking about.

-- 1. Unusual for White House to make policy recommendation to

FCC; we did because important.

-- Z. We also did as vehicle to force more contact between commu-

nications people in government and economists and policy types.

-- 3. Our proposals emphasized flexibility, putting as much decision-

making as possible with the potential users and suppliers of

services, with constraints where necessary to assure the policy

produced results for the public interest and not against it.
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-- 4. We built in incentives for the suppliers to seek out and meet

the needs of the users; but we did not try to second-guess what

those needs were nor how they can best be met. We don't know

and I doubt the users know very well. We hope to facilitate

rather than to dictate.

Let me say a word I know will be of interest to this audience -- why

we omitted reference to free satellite communications for educational

purposes or the reservation of satellite space for that use.

- - It was not an oversight.

— Our concern is to encourage the rapid and reliable development of a

vigorous, innovative telecommunications industry.

*-* Not in the sense of assuming profits, but in the sense of meeting

the users' needs for existing services and creating new services

that can help all potential users do their thing most effectively.

** The reservation of satellites for education or the requirement

that education be given free services is an indirect way of

subsidizing education. This is not a priori bad, since education

is recognized as a public responsibility; but should not distort

too badly our telecommunications policy at the cost of future

performance and innovation to achieve a few million dollars extra

for education.

What is the relation of this to the title of my talk?

— Too long, we have focused on the content of communications and

the technology of communications independent of one another.

-- We must begin to think more about how they interact.

-- And about how we use communications to achieve broader purposes

better rather than how we use communications to do differently the

same old things.
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— Messages must be: conceived/produced/received/accepted/understood.

-- We need more thought about the middle of that spectrum (receiving

and accepting) as well as on the two extreme ends.

A. Don't confuse the existence or availability of a communications

channel with the achievement of communications.

B. We need more matching of messages and receivers. Diversity

will magnify this problem. More differentiated audience will

permit more selective programming and educational targetting,

but will require far more serious thought about what we say and

how we get it to the user when and where and in a form he will

want to assimilate it.

C. Flexibility and individualization in communications can be
achieved technically, but

-- Can we generate the program content in volume and quality

in practice?

-- Can we match the material and the user in real time?
-- Can we do it economically?

D. The younger TV generation offers new potentials for wholly
new ways of communication and educating. Technical change
also offers new potentials.

E. Confluence technical and social change = rate opportunity new

thinking about what communications really is and what it can

really be used for in terms of our broader objective.

F. Telling EDUCON is like carrying coals to Newcastle.
Telling you we need to do better is gratuitous.
Urge you to continue.
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I am very pleased to be here with you tonight. I consider this

to be a very important conference indeed. For with your first talks

about CATV program origination, I believe we are seeing the conception,

if not the birth, o,f a new industry. Your future in this area will be both

exciting and frustrating,, and we can only dimly foresee what-it will all

become.

It is particularly hard for us in Washington to see what it will

all come to, for I sense that even within your own membership it is

not at all too clear, and we are one step removed from your intimate

knowledge. However, it is certain that what happens in Washington

will have an impact on your future -- and on the kinds and quality of

service you are able to offer the public.

The White House, of course, has very little direct responsibility

for CATV policies. The FCC is statutorily responsible for all inter-

state wire and radio communication regulation, and the Congress is

responsible for any new legislat.ion that might be needed to change

major policies in the public interest. We are something more than

an uninterested bystander, though. Telecommunications has become

such an interconnected part of our society and our economy, that we

must take an interest in public policy in that area.



I

• ;

-2-

Now we have not taken a very close look at the problems of

CATV regulatory policy.. But someone did come.up with a set of

proposed guidelines, and since Herb Klein insists we keep the public

informed, I thought I would pass them on to you tonight. I must

emphasize though that these cannot be construed as Administration

positions at this time. You will see that we have drawn on some

positions previously taken by others in this area:

-- Distant signal importation would be allowed under the

following circumstances:

a. In the top 84 markets, only if there are fewer than 7

stations, at least two of which are educational, UHF, or

otherwise nonprofit; and only if the CA TV distant importer

does not own a controlling share of a daily newspaper

in the market or of the local phone company, or own a

chain of more than 10 movie theaters.

b. In markets 85 through 108, only if the local TV stations,

newspapers, and/or PTA chapter de- not file a written

objection in advance of each program to be imported;

or if third-class mail capacity of the local post office is

certified to be inadequate by the Postmaster General.

c. In the other marketsi) only if .the Chairman of the FCC

resides there.
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-- Program origination will be restricted to one channel

during prime time on alternate Thursdays unless, justified in advance

by a public hearing before the FCC. On other week days, program

origination will be required on 18 channels for at least 59% of prime

time viewing hours; coverage of Congressional hearings for 'Supreme

Court nominees will no't be counted toward this total. Program

origination, except for local high school band conterts, will be

forbidden on weekends. (Bussing will not be permitted to establish

a high school band as local.)

-- Interconnection of CATV systems will be prohibited for the

purpose of distributing entertainment programming, except that public

statements by Vince Wasilewski will be excepted from this prohibition.

All interconnection must be by domestic communications satellites.

-- Ownership of CATV systems will be restricted to the following:

• a. Republicans

b. Any resident of the market to be served unless that person

_ -
shall also own an interest in a localewspaper, TV or

radio station, tavern, or otherwise undesirable business.

c. Former employees of the Justice Department Antitrust

Division.
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-- The public interest clearly requires that there be a balance

among alternative modes of program distribution. Therefore, except

as inconsistent with the above, each of the top 114 markets will be

required to distribute TV programming in the following ratios: 43%

over-the-air; 27% cable; 19% video tape cassettes through the Post

Office; 6% slow scan over the telephone lines; 5% reserved for direct

satellite-to-home broadcasting.

One final point seemed appropriate in view of this Administration's

encouragement of competition and flexible regulatory policies: It

should be acceptable both to the NCTA.and the NAB: We may propose

that CATV systems be allowed to provide land mobile communications

services -- by cable, of course.

We will welcome your comments, of course.

Well, I trust that I have made a point about how we think CATV

policies should NOT be approached. To return to the serious, I would

like to touch on three topics: public policy and CATV; how you look at

your industry; and finally, what you can expect from the new OTP.

First, public policy and CATV: Let me first make it clear

that the issue is not regulation Vs, no regulation -- it is not even a

question of how much regulation. It is a question of what kind of

regulation. The Administration's recoMmendations to the FCC on

; domestic communications satel ite policies are the only major
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pronouncement we have made in the area of telecommunications. This

was interpreted by some as an "open-skies, " total competition approach.

But that is not the way I see it at all. I see it as a comprehensive policy

providing for competition where that seemed to be most likely to produce

results in the public interest, and providing for specific, carefully

drawn regulations where necessary to assure that the competition

would work in that direction, or where competition did not appear

feasible. It also provided great flexibility in view of the rapidly

changing state of the art and the many uncertainties about the details

of future satellite technology and economics

don't want to hold that statement up as a model for any other

areas of telecommunications policy, because it was directed to a very

specific policy area and was issued only after much analysis of the

issues involved. However, I think two things about that statement

provide some clues about how we think public policy in telecommunications

should be approached.

From time to time it Is 'necessary to ba.ck off a bit fro-rn' the

. public policy debate and try to go back to first principles -- what is

it that we are trying to _achieve ? We felt last year that the time had

come for such a look at the domestic satellite issue. The time may well
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be coming for CATV. In such a situation, it is not always easy to

trace the connections between_general policy objectives and 'specific

regulatory rules. To give you a feel for what I mean, let me read a

section from our domestic satellite report.

In telecommunications, the government's responsibility to safeguard and
promote the public interest involves primarily the encouragement of reliable

communications 'services for public, business, and government use at reasonable

rates and the assurance of a healthy environment for continuing innovations in

services and technology. This general goal must, of course, be made more

specific for particular policy issues. In our review of the domestic satellite

issue, we have concentrated on the following objectives:

0111,

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

insuring maximum learning about the possibilities for satellite

services.

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

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

discouraging anticompetitive practices -- such as discrimin-
atory pricing or interconnection practices and cross-subsidization

between public monopoly and private .service offerings -- that

inhibit the growth of a healthy structure in communications and

related industries.

- assuring that national security and emergency preparedness

needs are met.



Not all these objectives apply to CATV, but I think this gives

you a feel for how we would go about looking at the question.

Another clue from our-domestic satellite study is that we put

considerable reliance on defining reasonable and internally consistent

ground rules that would produce behavior in the private sector that

would turn work toward the public interest. We attacked the need for

public regulation at the cause rather than attacking the symptoms.

It is often- easier to spot the symptoms than the causes, but it is a

dangerous road to ignore causes for too long in public policy. In

particular, it often leads to increasingly detailed regulation,

increasingly contradictory policies, and increasingly greater

dissatisfaction by the public. We can only dimly see how CATV may

develop and what services the public may want; it would be dangerous

indeed to try in 1970 to fix the dimensions and scope of an industry

that may be entirely different in 1980 -- or even 1975. Past history

shows how fickle technological and economic developments are.

Even the greatest and wisest men in the world simply do not have

the ability to see into the future, the ability to ferret out and consider

in great detail what the many parts of the American public now want,

and will soon want, at what price, and in what quantity.

In short, competition is an integral part of our public

• ,
regulatory policies, not only historicallY and by virtue of several

•
; Supreme Court decisions, but ot necessity. But it must be competi-

tion that will further, rather than obstruct, the public interest.
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Second, how do you look at your industry? You are caught

somewhere between evolution and revolution. As I have just indicated,

it would surely be hazardop.s to guess where-you will come out.

Nor am I sufficiently familiar with the economics and technology of

CATV to suggest where you might first zig or zag toward that uncertain

future. I would suggest, however, that there are two fundamentally

different ways of looking at your industry and your problems:

One is the CATV vs. Broadcasting view in which the outcome --

depending on your militancy -- is either total victory or defeat, or

an acceptable dividing up of a given market pie. I think it is clear

that such a view is neither constructive nor in the public interest.

The only other way that seems to make any sense to me is to

see yourselves as part of the program generating and distributing

industry. I hope that one result of this conference will be the

beginning of that kind of self-image. It will not be easy -- for it

will require new ways of thinking, adapting to the future, that is

inevitably uncomfortable. But that is the only road I see to a con-

structive and exciting future.

Why? What are the public policy objectives involved? It is

not really a preference- for one technology over another. Nor is it

even a question of .who pays whom for what rights -- important as

the copyright issues are.
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The real public interest is in the availability of diverse sources

of programming, and the ability of the public to affect the choices

presented to them.

From that interest flow several important sub-objectives:

4c-:4 availability of objective reporting of world, national, and

local news

**the opportunity for those with specific points of view to

be heard without prejudice

**wide choice of entertainment options, both in kind and in

time of presentation

** educational, cultural, and public affairs programming

Other objectives arise because it is hard to find other ways

of achieving the more basic public interest objective. For example,

concentration of media ownership in individual markets is not

undesirable in itself, but because it has a tendency to reduce diversity

of information sources. In fact, many of our best TV station news

departments are found in joint TV-newspaper ownership situations.

This is a long way around of saying that program origination

seems to be an inevitable prerequisite to an exciting future for CATV.

I suspect the FCC and the Congress will not look favorably on a CATV

industry that is content to siphon signals off-the-air to make its profits

off the limited availability of TV 'station as,signments. In short, I

suspect program origination and distribution will be a whole new kind

of industry ten years hence.
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But given a truly innovative CATV industry, I similarly suspect

the Commission will not arbitrarily foster marginal UHF stations or

protect the revenues of any TV station if cable offers the stable, diverse,

and responsible programming sources the public interest requires.

This means new kinds of programming to meet the demands of diversity.

More in quantity, more innovation, more public interaction,-more -

willingness to experiment. I suspect we are (or should be) on the verge

of a new era in public communications both on and off line.

Finally, what can you expect fro.m our new OTP?

**1/2 time government's own Communication

** other 1/2 much concerned with:

spectrum

common carrier

inte rnational

-- Don't know if there will be a CATV recommendation to the FCC.

-- Will depend on industry progress and whether we feel we have

something to say.

-- Will not be a mini-FCC; will not be looking over their shoulder.

To the extent OTP is involved in CATV, it will not be over

detailed regulation -- or specific cases. It will rather be on issues

like:

-- spectrum usage

.T1E

-- media ownership concentration
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-- rights of access lor program producers

-- interconnection criteria

-- non-program services

And I emphasize again, that we will not be feeling a compulsion to h
ave

something to say pn each of these points.

I would like to c,lose by observing that CATV is merely one.

more technology -- and with humble beginnings at that. But it is not

too long ago that TV itself was in that situation; not too long before

that for radio; for the telephone.

But these technologies thrived because they reached more

fundamental human, social, and economic needs. I urge you to think

broadly and deeply and responsibly about your future and the future of

program origination and distribution.

To think practically too.

And to have these conferences' often.
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Would you b elieve we have had a new independent Office of .

Telecomm unications Policy for the past month? No staff, no 
charter,

no money, no direc tor, and only the statutory responsibility 
to assign

government frequencies. I'm sure glad nobody here wants a 
frequency.

But I hope we get the new office going shortly so I can get a
n answer

- for one of the questions at the press conference about OTP: 
"How many .

frequencies are there?"

More seriously, we are progressing slowly but surely in

getting the new office established. The absence of strong partisan

or political pres sures, I hope, will enable us to do it right.

* *** 4c * * *

I am always reluctant to tell communicators about 
telecommu-

nications. So I would rather tell you today something about 
how we

in the White House look at telecommunications policy. 
An important

thing about policy from the White House viewpoint is that 
it is just

as important to get the right perspective as it is to get
 the right facts.

So let me mention a few points About the pexspecti
ve in which we

-nE

see telecommunications in the United States today, a
nd then turn to

what you can and cannot expect from our new OTP.
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Telecommunications is important in our society and economy

and is getting more so.. TV; satellites; telephones and an 
increasingly

mobile society; electronic media and news dissemination; national

security; air traffic control; data processing and its communication
s

needs -- all are 'indicators of this present and future importance.

There is virtually no area of our society or economy not

touched importantly by telecommunications. And the emphasis is

shifting from simple and well-defined communication "needs" to an

increasing interaction between the communication systems capabilities

and the problems and potentials in society and business. Teleco
mmu-

nications has changed from an industry that facilitates commerce to

an industry that is inseparable from the commerce of the U.S. It has

changed from an industry that supports our defense effort to one that

our national security is predicated upon.

Telecommunications policy at the Presidential level needs a

keen awareness of this importance. We have only dimly perceived 
the

implications of the "information economy," wide band cable access

to the home, truly widespread mobile communication, and so 
forth.

-.Telecommunications will have to become more a part of the 
economy,

more an integral concern of government departments, and more 
an

integral part of society's concerns.

**********
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Government and industry institutions need to be more flexible

to deal with the rapid change that is upon us.

This is not just rapid change; this is qualitatively different

kinds of change. Twenty percent growth rate for telephone calls is

one things. The mushrooming new technologies for cable 
TV, data

transmission, mobile communications, and satellite communicati
ons

are a different kind of phenomenon.

This is not just technical change pushing the industry and the

telecommunications experts within government, this is also s
ocial

and economic change pulling. The policy persp6ctive cannot, there-

fore, be internal to the industry or the- fraternity of commun
icators.

It must be broad -- as broad as the users of telecommun
ications

together with the providers.

The lesson here is that we must bring communications p
olicy

into the rest of the government policy process -- it can no 
longer be

so isolated. More importantly-, those concerned with the 
broader

policy process can no longer be unaware of telecommunicatio
ns issues.

Considering the audience here today, one is tempted towar
d

a variety of an old saw: 'Communications is too important 
to be

left to the communicators." There is some truth here, 
largely

because communicators have done such 'a-good job; the better 
.you

-11E
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do, the more people expect andthe more important to other 
concerns

communications becomes. But more important: Communications 
is

too important for the policy generalists to continue to ignore.

We must recognize that government policy and industry efforts

are not independent. The concept of government- regulation simply

slowing or speeding what industry wants to do is overly simplistic:

Innovation will head into new directions or not, depending on policy,

and policy takes its cues from industry potentials.

Government policy should move more toward rationale and

carefully defined policy guidelines and away frdm case-to-case ad hoc

adjudication.

•
These are some of the major reasons for establishing the

new Office of Telecommunications Policy. This Office will:

a. Be the President's principal advisor on telecommunications

issues.

b. Formulate policies, and coordinate operations for.Federal

Government's own telecommunications activities.

c. Enable the executive branch to speak with a clearer

voice and be a more responsible partnerin policy dialogues with

industry, FCC, Congress and the public.

C.

L.
.ne

O
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OTP will not become a mini-FCC or ma
xi-DTM. Issues for

major concern or policy stateme
nts will be picked with care, not in

large numbers. The emphasis wil
l be on cooperation and coordination

.

One of the important .AFCEA purpos
es is to encourage a strong

industry/military dialogue on telecommunications
. We hope OTP

will add a third partner to your dialogue.

OTP will NOT:

OTP WILL:

-- move toward more detailed governmen
t

manipulation of industry.

-- seek to pre-empt FCC/Congressional

prerogatives.-

-- start another "Rostow Report."

-- attempt to manage in detail executive

branch communications activities.

-- strengthen executive branch capabi
lity to

procure and operate own communic
ations

efficiently and effectively.

-•-• strengthen executive branch cap
ability to

participate in the national policy 
dialogue

with FCC and Congress and industr
y.

- bring communicators and communic
ations

) into closer touch with overall nat
ional

t policy issues and policy-makers.

•ne
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-- engage in in-depth studies of particular

problems as they arise or as.policy

initiatives become timely.

Do not expect:

-- a mini-FCC or a more powerful DTM.

-- to buck up to the new office detailed

• technical decisions or disagreements.

-- to receive arbitrary or "cloud-nine"

generalized policy directives.

Do expect:

-- lots of questions, interactions, and

concern about the uses, capabilities,

and costs of alternative communication

technologies.

-- lots of concern about how we can build

an even stronger, healthier, more

innovative and more competitive

industry.

-- lots of attention to the purposes of

telecommunications and its potential

'for application in defense, domestic,

.11E.
and civilian uses.
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-- lots of attention to permitting communica-

tions to innovate and to do your job with a

minimum of second-guessing or peeping

over the shoulder; but coupled with a

J.

constant concern that your activities are

consonant with the country's-needs.

* * * * )1,c * * 4c

I have talked a lot about perspective and little about nati
onal

security telecommunications. It has not been appropriate to raise

national security telecommunications issues -in the public debate

about OTP; and is not appropriate for Administration to take 
stands

until we have the facts and analysis.

But how do we generally view defense communication?

(1) You do a good job.

(2) You have been a major source of the innovation and

creativity that has made telecommunications what

it is and what it -will become.

(3) You are essential to our national security.

I hope you will understand why we give attention to 
civilian

and nondefense government communications issues, and to 
how

defense policy decisions affect communications needs.
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But do not expect us to forget your importance or your 
dedication

or to give you the support you need to do your important jo
b,. One

of our primary criteria for judging the performarxce of OTP 
will be

whether it earns the respect of people like yourselves.
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I sometimes think that audiences become awfully suspicious

of what they might be in for when a speaker's educational credentials

are reviewed in the introduction -- especially in these times of turmoil

on the Nation's campuses. Don't worry, though -- even though I do have

a Ph.D. , I have had several year's quarantine and can now be trusted --

at least by those of you here over thirty.

Needless to say, I am delighted to be here. It is an honor to

be your keynote speaker at this 75th Diamond Anniversary Conference

of IMSA. An association which has grown and prospered to celebrate

its diamond jubilee year is one_ of which its members can justly be very

proud.

Your Executive Secretary, Mr. Beam, informed me yesterday

that in the first years of your organization, your membership included

such great names of communicat,ions as Steimetz and Edison. This is


