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Mr. Chairman and Members of the Committee:
I appreciate this opportunity to appear before you to review the budget
estimates of the Office of Telecommunications Policy.
We are requesting total appropriations of $2,702,000. An appropriation
$1,702,00
0 is requested for salaries and associated expenses; this will
of
enable us to grow at a uniform rate over the fiscal year to a level of 65 fulltime positions. An appropriation of $1,000,000 is requested for necessary
studies that can be carried out more economically by contract or require
highly specialized expertise rather than by in-house staff. Our budget
estimates for Fiscal Year 1972 are based on the requirements foreseen at
the
time the Office of Telecommunications Policy was established, as modified
by our first few months of actual operation.
You have before you our budget estimates for Fiscal Year 1972. Since
the Office of Telecommunications Policy is new to this C.ommittee—since,
in fact, we are rather new to everyone--I think it would be useful in this presentation to discuss briefly what the Office is and what it does.
Essentially, it is our responsibility to develop overall communications
policy. First, the Director of the Office is the President's principal adviser
on electronic communications policy. Second, the Office enables the
Executive Branch to speak with a clearer voice on communications matters
and to be a more responsible partner in policy discussions with Congress,
the FCC, the industry, and the public. Third, the Office formulates new policies
and coordinates operations for the Federal Government's own very extensive
use of electronic communications.
I. HISTORY OF OTP
Electronic communications at this point in our history can no longer be
considered a novelty. The first commercial telephone service in this country
was initiated almost a century ago, the first commercial radio broadcasting
a half-century ago. Congressional regulation of the field began as early as
1866, and the Federal Communications Commission has been in existence
since 1934. Until 1970, however, there was no agency within the Executive
Branch responsible for establishing executive policies in the communications
field or for coordinating the communications activities of the Federal Government itself.
Over recent years, the need for such an agency became increasingly
apparent. Communications has rapidly become such an important part of the
national economy and of the Federal Government's own operations that it
requires continuing and coordinated attention on the part of the Executive
Branch. During the last twenty years, the communications industry's contribution to national income increased by over 500 percent. That growth is almost
double that of the economy as a whole during the same period and even more in
excess of the rate for such important areas as transportation and trade.

(Chart #1) Communications is, moreover, an industry which requires a
constantly increasing share of our national capital investment
--$10 billion
of new investment in 1970, compared with approximately $6 billion for
transportation and $3 billion for mining. (Chart #2)
Such figures demonstrate the economic importance of the
industry. They
do not suggest its social importance. Communications is no
longer just a
technology; it is no longer just a service; it is a social
force of the first
magnitude, affecting what our children learn, how our
political processes
operate, where our business and industry locate, what our
people know and
perhaps what they believe in. There is virtually no area of
our life which
it does not touch.
It is, moreover, a force which is constantly changing, and in
changing,
it creates a series of new and important policy problems and
issues. This
era of change is not coming to an end; it seems to be barely beginn
ing. A
graphic representation of the dates that principal communications
innovations
first entered into commercial use will show most of them crowd
ed into the
last 25 years. (Chart #3) The rate of innovation is accelerating
. It was only
in 1956, for example, that we were first able to make transatlanti
c telephone
calls by submarine cable; prior to that, the calls were subjec
t to the poor quality
and unreliability of shortwave radio transmission. Yet
less than 10 years later,
we were making transatlantic calls by satellite.
Presidents Truman and Eisenhower conducted studie
s of this accelerating
trend and the need for improved Executive organization. Presi
dent Kennedy
ordered a limited reorganization for emergency communications
in 1963.
President Johnson established a task force on communicat
ions policy that
proposed, as one of its major recommendations, the estab
lishment of a new
entity within the Executive Branch--"a long-range planning,
policy-formulating
and coordinating, and mission-support capability which can serve
to integrate
the various roles in which the Executive Branch is presently engag
ed."
When the present Administration took office, it initiated extensive
discussions
on this subject among representatives of Government and industry,
and carefully
examined the merits of alternative reorganization forms. Last
year President
Nixon submitted, and the Congress approved, Reorganization Plan
No. 1 of
1970, establishing the Office of Telecommunications Policy.
The functions of
the Office were further specified in Executive Order 11556.
II. FUNCTIONS
The specific responsibilities assigned to OTP are set forth
in the Reorganization Plan and the Executive Order, copies of which I
submit for the record
and will be happy to distribute if you wish. You alrea
dy have our budget
estimates before you which go into our specific progr
ams in some detail. For
the balance of this presentation I would like to give
you some examples of the
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- 3matters which currently occupy our attention in the three major subject
areas with which we deal.
A.

Government Communications:

We are responsible for establishing policies and procedures
for the
management of the Federal Government's own
communications systems.
Federal communications systems serve a variety
of purposes, ranging
from telephone service communication between fire prevention
personnel
in national forests to command and control of our
strategic missile systems.
It has been estimated that the Government's
investment in communications
equipment is almost $50 billion. The annual
expenditure for these systems
is somewhere between $5 and $10 billion; the imprecisio
n of this estimate
is testimony to the absence, prior to OTP, of any agency
which could focus
upon overall Government expenditures.
Some of the major policy issues with which we are presently concerned in
the field of government communications are the following:
(1) National Warning and Alert Systems:
It is imperative that the nation have a warning system, available for
use in the event of attack or natural disaster, in which the public can have
absolute confidence. The recent failure of the Emergency Broadcast System
(EBS) has shaken that confidence, and has raised serious questions about our
-ability to respond to major emergencies. This Office is now in the process of
subjecting both EBS and our National Warning System to an intensive review
to assure their reliability and responsiveness to varying needs.
(2) Oversight of Federal Communications Expenditures:
As the expenditures of the Federal Government for communications-including research and development in the field --have grown to their current
level, it has become both increasingly important and increasingly difficult to
avoid duplication and waste. An example is the relationship between AUTOVON
and FTS: The Federal Telecommunications System (FTS) is a voice and data
communications system, managed by the General Services Administration and
used by all Federal Government agencies. In addition, the Department of
Defense maintains a separate voice communications network (AUTOVON) and
a separate data communications network (AUTODIN). Interconnection between
FTS and AUTODIN has been achieved, but at the present time the Department
of Defense voice system has no access to, and is not accessible from, the voice
communications systems serving the rest of the Government. This situation is
not only inconvenient but perhaps very costly. This Office, working with the
General Services Administration, the Department of Defense and the Office of
Management and Budget has undertaken to determine what improvements and
economies can be achieved.

-4(3) Spectrum Allocation Procedures:
Approximately half of the radio frequency spectrum is now allocated
to the Federal Government and used by the various agencies of the Federal
Government. I am responsible for the appropriate allocation of this Federal
Government use of the spectrum, and in carrying out that responsibility, I
rely heavily upon the advice and assistance of the Interdepartment Radio
Advisory Committee composed of representatives of 17 Federal agencies that
make extensive use of the spectrum. The spectrum is a limited--and therefore
valuable --resource. Highly complex and very difficult decisions must be made
about who will be allowed to use what frequencies, for what purposes, where.
As the demands on the spectrum for various public and private uses multiply
new methods of spectrum planning and management will be required. OTP is
exploring such methods jointly with the FCC which allocates the spectrum to
non-Federal users.
B. Private Domestic Communications:
The United States has the largest communications industry in the world.
Our per capita expenditure on communications services of all kinds exceeds
the total per capita income of many nations. Almost 5% of our gross national
product is devoted to electronic communications. Except for health services
and education, it is the most rapidly growing sector of our economy. OTP is
responsible for clarifying the significant policy issues concerning electronic
communications and for formulating and presenting the Administration's
positions in this field to the Congress, the FCC, and the public. Some of the
current and important issues are the following:
(1) Specialized Carriers:
Advances in electronic technology have created the need for, and made
possible, many new kinds of communications services in addition to the familiar
telephone and telegram services. Having quantities of data and methods of
doing business at the disposal of small companies may equalize the competitive
advantage held by larger corporations. Microwave relay and satellite systems
can carry enormous amounts of information, including television signals,
computer data, and facsimile; new low-cost information machines make these
large quantities of data and information widely available. Such new systems
present the nation with the policy question whether the common-carrier monopoly
historically held by telephone companies should be extended to some or all of
these new fields; whether new common or quasi-common carriers should be
allowed to enter this field; or whether competition should be allowed. If
competition is to be allowed, we must decide what pricing limitations should
be imposed upon the protected-monopoly common carriers.

- 5(2) Mobile Communications Services:
Ours is a mobile society. As a result, our communications systems
must become mobile as well. This is already a reality in the area of broadcast communications—the car radio, the pocket radio, and the TV set small
enough to take to the beach. There are increasing demands for similar
flexibility in our person-to-person communications—personal paging devices
such as many doctors now have, radio-dispatched vehicles for the small
businessman, and pocket or car telephones for everyone. Mobility, however,
stretches the capability of the wire; most of these new services must utilize
the radio frequency spectrum. A pressing issue at the present time is how
space is to be found for mobile person-to-person communications on an
already crowded radio frequency spectrum.
Even more importantly for the long run we must develop a sound
technological and institutional framework that will permit a substantial growth
in mobile communications not possible under current arrangements.
(3) The Fairness Doctrine:
In exercising its responsibility to insure that broadcasting meets the
interest,
convenience and necessity," the FCC has over the years
"public
developed the "Fairness Doctrine." This refers to what is becoming an
increasingly detailed and confusing set of rules and decisions, intended to
assure that broadcasters present fairly both sides of controversial issues of
public importance and provide opportunity for response to personal attack.
There is concern that what was originally intended to spur public debate and
increase public awareness has now come to have the opposite effect, since
the risk of violating the Fairness Doctrine can be reduced by minimizing
discussions of public issues. The time has come for an overall reassessment
of the doctrine and its effects --including its application to the political field
and the threat of governmental content control.
(4) Protection of Private Rights in the Computer Culture:
Computers make it possible to accumulate data banks which contain
vast quantities of data with considerable proprietary value and information
concerning millions of our citizens. Electronic communications make this
information readily accessible to people in remote locations. The way in
which it is assembled, used, and distributed may profoundly affect lives,
careers, and incomes. On occasion, the assembled information may be
inaccurate. Should the individual have some right to learn about this and
correct it? What restrictions should be imposed upon the communications of
such accumulated information to other persons? What procedural and privacy
safeguards should be required?

-6(5) Cable-TV and Over-The-Air Broadcasting:
One of the new technologies, coaxial cable, permits the distribution
of television signals by wire--and a much larger number of signals than overthe-air broadcasting. Cable seems to have the technological potential of
providing a new diversity, flexibility, and quality in television programming.
There may be some danger, however, that it could destroy our present system
of over-the-air television without providing a satisfactory substitute. At the
present time, some cable systems are permitted to import "distant signals"
from broadcast stations many miles away without making any payment for the
use of such material, either to the broadcasters or to the copyright owners
from whom the broadcasters have purchased performance rights. There is
general agreement that this is wrong, but no consensus as to how the
payment
should be required. The FCC has required cable systems above a certain
size to originate programs. Some feel that the desirable policy would be the
direct opposite of this--that origination of programming by the cable system
owner should be positively forbidden so that an anti-competitive common
control of program production and telecast distribution will not develop.
Cities,
counties, and states in addition to the FCC have all imposed upon the new
medium varying, often confusing, degrees of regulation which may conflict
now or in the future. These and many other problems pertaining to cable
do
not fit. existing regulatory molds and almost certainly will require new
legislation.
(6) Domestic Satellites:
American technology launched the first commercial communic
ations
satellite for international use in 1965. Six years have passed, and even though
American private industry has been willing and able, the American public still
does not have the benefit of even a satellite system for national communications.
The problem has not been money or technology, but simply governmental delay
and indecision concerning how domestic systems should be authorized. Should
there be one company granted monopoly rights from the outset, or should the
field be open, at least initially, to all entrants? Should telephone common
carriers be permitted to enter the field? Should Comsat? What special
requirements should be imposed, or special privileges granted, to assure
service to Alaska and Hawaii?
C. International Communications
International communications traffic has historically grown at an annual
rate of about 15%. Americans now spend more than $530 million a year for
this purpose and are expected to be spending more than $5 billion by
1980.
International communications are not only important for the conduct of
overseas business; in the open world which we seek, they heavily affect
the way
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in which nations view one another. It is now possible to call London from
New York City by simply dialing the number. Last week, a world championship boxing match taking place in Monte Carlo was watched by United States
sports enthusiasts on network television. In an era when so many new technologies seem only'to facilitate war, creative development of the new
technologies of communications is a great chance for peace. Such development
requires the resolution of many policy issues, on which OTP will be developing
proposals and working closely with the Congress and the FCC.
(1) Structure of the Industry:
At present this country's international private communications are
handled by several companies—most of the telephone traffic by AT&T, and
most of the data traffic by ITT World Communications, RCA Global Communications and Western Union International. By decision of the FCC, AT&T
divides its telephone traffic originating in this country between submarine
cables and satellite circuits leased from the Communication Satellite Corporation (Comsat). Comsat is a private corporation authorized by Federal statute
whose Board includes Presidentially appointed directors and representatives
of other U. S. carriers that buy service from Comsat. The complexity and
conflicting incentives built into this industry structure may increase the cost
to the public of overseas messages; they certainly place the United States at
a severe disadvantage in negotiating with other countries, each of which is
usually represented by a single entity. There have been questions raised about
this structure for many years; with the tenfold increase in traffic projected by
1980, the Congress and others have been calling for a review of existing
legislation and the development of new policy.
(2) The Balance between Satellites and Underseas Cables:
No landing of an undersea communications cable may be made within
the United States nor may any communications satellite be placed into service
without governmental approval, determined by the FCC. Because of our •
regulatory structure, if insufficient or excessive capacity is authorized, or if
an unreliable or technologically outmoded system is authorized, the private
and public consequences are serious. There are at times sharp disputes
concerning projected capacity, as well as the relative merits of cables and
satellites. These disputes are routinely resolved, in one way or another, in
the context of a particular cable or satellite application, but they arise from
a failure to address fundamental questions of long-range planning on which the
views of industry and several governmental agencies must be sought and
coordinated.
(3) International Negotiations:
International communication requires international agreement. Two
systems need governmental approval at both ends--for cable landings or
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communications networks. Even one-way broadcasting requires international
agreement, since interfering spectrum uses must be avoided. The first
permanent forum for such international arrangements was the International
Telegraph Union, established in 1865. Its successor is the International
Telecommunications Union, established by the Madrid Conference of 1932
and recast into its present form by the Atlantic City Conference of 1947.
This organization holds Plenipotentiary Conferences at approximately 5-year
intervals, and sponsors much more frequent Administrative Conferences to
negotiate changes in the International Radio Regulations and the International
Telephone and Telegraph Regulations. In addition to ITU proceedings there
are frequent special negotiations with one or more foreign nations --such as
those now in progress here in Washington among the members of the International Telecommunications Satellite Consortium (INTELSAT). Such
negotiations can have significant commercial, social, and political consequences
for the United States. OTP is responsible for providing communications policy
guidance for these negotiations to the Department of State.
In all of the areas I have discussed above--and in particular the private
domestic and international fields--it is not my intention to create the impression
that OTP is the final policy maker. Communications policy in this country is
ultimately made by the Congress. It is interpreted and applied by the FCC in
the exercise of its regulatory responsibilities. As in other fields, however,
the Executive Branch has an important role to play--by making known to
Congress, the FCC, and the public its considered views on communications
policy matters and their relationship to the broad scope of national concerns;
by proposing legislation to the Congress where necessary; by providing a forum
for the opinions of the public and industry; and by stimulating national discussion
on issues of national consequence. In the field of management of the Government's own communications systems my Office does exercise considerable
authority though even there we feel strongly that our approach, insofar as
possible, should be to coordinate rather than to control. In the field
of non-Government communications, on the other hand, we are
merely a partner in the policy-making process, dealing in behalf of the
Executive Branch with the Congress, the public, the industry and the FCC.
(Chart #4)
III.

ACCOMPLISHMENTS OF THE OFFICE

The most important thing we have done in our first six months is, frankly,
to organize the office and form the nucleus of a staff capable of dealing with
the kinds of policy problems I have just discussed. I am sure you are aware
that the job of building a new agency and establishing its relationship with other
Government agencies is enormously time consuming. When OTP was originally

-9it would have a staff of 65 people. The
established, it was contemplated that
e us to continue our orderly growth in the
present budget request would enabl
hed that original minimal level. I may add
coming year until we have reac
ing much beyond that level.
parenthetically that we do not anticipate ever grow
tured in such a way as to avoid the building
The Office was intentionally struc
ntly it was located within the Executive
of a new bureaucracy. Conseque
ort is provided by staff units in various
Office of the President; technical supp
nt of Commerce has
Government departments. In particular, the Departme
support and with administrathe mission of supplying OTP with broad technical
I am pleased to report
tive support in the frequency management process.
the role that the President
that we are now beginning to function effectively in
and the Congress set for us.
have felt it important
While in the process of building our organization, we
Some of these are
to press forward on a number of substantive issues.
ion two completed projects of some importance.
t
•still underway, but I migh ment
lite policy for the United
First was the establishment of an aeronautical satel
•
the rapid increase in
States. It had been apparent for several years that
capability of existing
aircraft traffic on international routes and the limited
satellite communications
communications systems would soon require the use of
ic Basins. There had
for aeronautical navigation over the Atlantic and Pacif
y arrangements,
nevertheless been extended delay in making the necessar
Federal agencies and
because of disagreement on technical matters among
of any single forum in
within the private sector, and because of the absence
The National Aeronautics
which the Federal decision could ultimately be made.
Administration were about
and Space Administration and the Federal Aviation
which could have
to proceed with overlapping and incompatible programs
accomplishments of
wasted a substantial amount of money. One of the first
for aeronautical
the Office was the establishment of a Government policy
with representatives
satellite communications, arrived at after consultation
gn governments. It
of various Federal agencies, private airlines and forei
establishes the outlines
sets a time frame for development of the system and
international cooperation.
of Government-industry cooperation and guidelines for
time OTP has been
This policy was announced last January. Since that
This is an example
following through to see that it is promptly implemented.
-- not policy in the abstract
of the type of policy which OTP will be developing
to hasten the conversion
but a specific definition of management relationships
erve public funds.
of new technology to benefit the public and to cons
lly completed is
The second major project which has been substantia
Administrative Radio
coordination of United States preparation for the World
The process of estabConference on Space to be held in Geneva next month.
one, requiring consultation
lishing detailed United States positions is a lengthy
HEW to DOD and, of course,
with industry, Federal agencies ranging from
reached in these international negotiations
the Department of State. The decisions
on as a treaty; they will affect
will be submitted to the Senate for ratificati
e communications over the next decade.
the growth and development of spac
point been established. The briefings of
Our major positions have at this

- 10 the Chairman to our delegation have been commenced, and we look forward
to a successful session in Geneva.
I should also make mention of three policy proposals which will be
announced in the near future. One is legislation for the long-term financing
of the Corporation for Public Broadcasting and for the support of educational
broadcasting in general. The second is an Executive Branch policy statement
concerning the planning of satellite and cable facilities for transatlantic
communications. And the third is an updating and amplification of the
Executive Branch policy on domestic satellites which was originally announced
before formation of this Office, a year ago January.

I have thought it most important, at this first formal appearance before
this Committee, to give you this overview of what the Office of Telecommunications Policy is and what it does. Needless to say, I have not made mention
of everything we are engaged in, nor have I gone into much detail. I hope,
nevertheless, it was enough to give you the general sense of what this Office
is meant to do. I will now be happy to reply to any questions you may have
concerning the Office and its budget proposal.
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gy deserves the
regulatory structure for the new technolo
ideration of the public
closest and most conscientious cons
branches of Government.
and the executive and legislative
June a Cabinet-level
For this reason, he established last
to develop
committee to examine the entire question and
various options for his consideration.

Not surprisingly, in

of the subject, the work
view of the magnitude and importance
d. I assure you, however,
of the committee is not yet complete
as those I have been
that First Amendment concerns such
I hope they
discussing are prominent in our deliberations--as
Congress ultimately considers
will be prominent in yours when the
this issue.
ider the second major
I now wish to turn to what I cons
ng the past
innovation in our mass communications system duri
ion for Public Broaddecade--the establishment of a Corporat
casting, supported by Federal funds.

The ideals sought by this

g
rpt from
enterprise are best expressed in the followin exce
on Educational Television.
the Report of the Carnegie Commission

our proposal with all the
"If we were to sum up
would say that what
brevity at our command, we
We seek freedom from
we recommend is freedom.
essary in their context,
the constraints, however nec
We seek for educational
of commercial television.
res of inadequate
television freedom from the pressu
the technician, the
funds. We seek fer the artist,
public servant
journalist, the scholar, and the
te, freedom to
freedom to create, freedom to innova
ing medium. We seek
be heard in this most far-reach
w, to see programs that IT
for the citizen freedom to vie
leteness, denies him.
the present system, by its incomp
television also holds
In addition to this promise, public
ognized when it was established.
l
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ous
ld agree that it would be danger
I think most Americans wou
ning
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eOne might almost say that the fre
a broadcasting network.
ndment has an implicit "nonspeech clause of the First Ame
nt
the express "nonestablishme
establishment" provision similar to
ion clause. Just as
restriction in the free-exercise-of-relig
ed more difficult when
free exercise of religion is render
full fruits of free
there is a state church, so also the
Government establishes
speech cannot be harvested, whenthe
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k. Obvious consideratio
its own mass communications networ
of public broadcasting
such as these caused Federal support
far
to insulate the system as
to be fashioned in such a way as
erence.
as possible from Government interf
r than this. Not
The concern went, however, even furthe
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vent the establishment of
only was there an intent to pre
there was also a desire to
Federal broadcasting system, but
system
ge, centralized broadcasting
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tablishment"
that is, the Federal "es
financed by Federal funds--

• of a particular network.

The Public Broadcasting Act of 1967,

like the Carnegie Commission Report which gave it birth,
envisioned a system founded upon the "bedrock of localism,"
the purpose of the national organization being to serve the
needs of the individual local units. * Thus it was that the
•
created by the Act--the Corporation
tality
instrumen
national
for Public Broadcasting--was specifically excluded from
producing any programs or owning any interconnection (or
network) facilities.
Noncommercial radio has been with us for over 50 years and
noncommercial television for 20.

They have made an important

contribution to the broader use of communications technology
for the benefit of all.

The new Corporation for Public Broad-

casting has, for the most part, made a good start in expanding
the quantity and quality of programming available to local noncommercial broadcasting stations.

There remain important questio

about the most desirable allocation of the Corporation's funds
among educational, instructional, artistic, entertainment, and
public affairs programming.

But most importantly, from the First

Amendment standpoint, there remains a question as to how
successful the Corporation has been in avoiding the pitfalls
of centralization and thereby of Government "establishment."
Now that we have a few years' experience under this new system,
we see .a strong tendency--understandable but nonetheless
regrettable--towards a centralization of practical power and
authority over all the programming developed and distributed witl

Federal funds.
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to a relatively few "production cen
ble--which are then distrithe Corporation itself deems desira
funded network. We have
buted over the Corporation's wholly
of precisely that which
in fact witnessed the development
h Network" patterned
the Congress sought to avoid--a "Fourt
after the BBC.
dency on the part
There is, moreover, an increasing ten
precisely those areas of
of the Corporation to concentrate on
"establishment" is
programming in which the objection to
voking control through
strongest, and in which the danger Of pro
the political process is most clear.

No citizen who feels

matter of current
strongly about one or another side of a
other side presented;
public controversy enjoys watching the
it is presented at his
but he enjoys it a good deal less when
sed to, and then
His outrage--quite properly--is expres
have voted his money
through, his elected representatives who
an unfortunate, but
for that purpose. And the result is
and distortion of an
nonetheless inevitable, politicization
tion and controversy.
enterprise which should be above fac
is necessary to achieve
Many argue that centralization

expense.

demonstrable that it does not
efficiency, but I think it is
attainment of the objectives for
make for efficiency in the

was established.
-which public broadcasting

For those objec-

rsity--almost inherently antithetical
tives are variety and dive
choose for public broadcasting the
• to unified control. To
ork" is to choose for it
goal of becoming the' "Fourth Netw
or.

ess to the first three-the means which have brought succ
tastes. This is not
notably, showmanship and appeal to mass
nationally produced programming
to say that there should be no
for public television.

Some types of programming not offered

ire special talent, unique
on commercial television requ
only be provided at
facilities, or extensive funds that can
er role of the Corporation
the national level; it is the prop
such programming. But both for
to coordinate and help fund
cy reasons I have reasons of efficiency and for the poli
em must remain upon the
discussed above, the focus of the syst
ct must be to meet their needs and
local stations, and its obje
desires.
phenomenon within
The First Amendment is not an isolated
er one facet of a more general
our social framework, but fath
For want of a more descriptive
concern which runs throughout.
an openness to diversity. Another
term we might describe it as
ciple within the
manifestation of the same fundamental prin
cture of the Nation which
Constitution itself is the very stru
ic whole, but a federation of
it established--not a monolith
ity to adopt divergent laws
separate states, each with the abil
its citizens' daily activities.
governing the vast majority of
y has been apparent in
This same ideal of variety and diversit
ion enacted under the Federal
some of the most enduring legislat

Constitution.
Act ,of 1934.

Among the ae was the Communications
of
Unlike the d broadcasting systems

other nations, such as Frmgland, the heart of the
American - system was-to-be station, serving the needs
4

:

and interests of its loca2yLand managed, not accord•
ing to the uniform dictatentral bureaucracy, but
according to the diverse

of separate individuals

and companies.
In 1967, when Congreg the Public Broadcasting
Act, it did not abandon tland discard the noble experiment of a broadcasting s17.1 upon the local stations and
ordinated towards diver- sit would indeed have been a
contradictory course, fore purpose of public broadcasting was to increase, /an diminish, variety.

It is

the hope and objective oftinistration to recall us to
the original purposes of

I think it no exaggeration

to say that in doing so w6lowing the spirit of the
Constitution itself.-
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of the Subcommittee, I welcome
Mr. Chairman, Members
the
appear before you today to discuss
the opportunity to
11807,
funding bills--H.R. 7443, H.R.
pending public broadcast
ation's plan for increased
H.R. 12808--and the Administr
in Fiscal 1973.
financing of public broadcasting
have been critical of
Mr. Chairman, I realize that you
h a long-range financing plan for
us for not coming forth wit
the delay. I have wrestled
public broadcasting. I regret
a year. Others have tried for
with this problem for almost
years.

that it is an
I need not tell this Subcommittee

blem--one that involves
exceedingly complex and difficult pro
e and structure of the public
basic assumptions about the rol
how Government should
broadcasting system in our country and
ect to solve this problem
interact with that system. We exp
3. With due deference, I do not
before the end of Fiscal 197
tion solve it. In
believe that the Bills under considera
the Bills, let me discuss
order to comment specifically on
s over the past year.
briefly the background of our effort
BACKGROUND
e stated that an
Last year, the President's budget messag
for the Corporation
improved financing plan would be devised
for Public Broadcasting (CPB).

My Office worked closely with

ociation of Educational
representatives of CPB, the National Ass
other interested groups.
Broadcasters (NAEB), HEW, the FCC, and
an acceptable long-range
But we were not able to develop

- 2 financing bill.

One of the principal issues concerned the

method for CPB distribution of operating funds to local
should
educational broadcast stations, and whether the method
be specified in the statute.

We feel strongly that a

distribution formula should be set out in the statute to
assure that the local entities would have the financial
CPB and
strength to counterbalance the growing dominance of
ce.
its network arm--the Public Broadcasting Servi
Indeed, the Carnegie Commission felt so strongly about
the Corporation's
the need to disburse operating funds free of
discretion that it recommended an approach that would have
ons.
had HEW distribute all operating grant funds to the stati
Act, the
As Dr. Killian stated in his testimony on the 1967
s
principal reason for this separation of funding responsibilitie
was a fear that, if the stations had to look to the
Corporation for their "daily operational requirement," it
d and
would lead "naturally, inevitably, to unwise, unwarrante
unnecessary centralization of educational broadcasting."
However, the Congress provided for operating funds to come
of
from CPB, and operating support was to have been one
CPB's principal responsibilities.

Unfortunately, CPB has

never devoted enough funds to this purpose.
By October it was clear that we were not making any
progress toward an acceptable financing plan, and I wanted

3 tional radio and TV
to explain the situation to the educa
difficulty.
stations, many of whom are in severe financial
I did so at the annual NAEB Convention.

The particular

underlying
financing controversy was only illustrative of the
public
issues concerning the shape the Congress wanted
mental
broadcasting to take, and I focused on these funda
issues.
Reduced to their essentials, my concerns are that:
1.

The independence of the local stations has
suffered because CPB has not devoted sufficient
funds to station support grants and grants for
purely local program production.

2.

Local station autonomy has been undercut by the
CPB and PBS use of interconnection facilities to
establish a fixed-schedule, real-time network
contrary to the intent of the 1967 Act.

3.

Program diversity has not been enhanced, since
national programs are produced or acquired in
effect by CPB's "in-house" production entities,
which are also local broadcast stations.

Moreover,

the national programming seeks a mass audience
programs.
for news, public affairs, and entertainment
4.

two
Not enough attention is devoted to achieving
important balances:

the balance between local and

- 4 national programming, and the broad balance among
cultural, entertainment, news, public affairs,
educational and instructional programs.

H.R. 7443 and H.R. 11807
With this as background, let me turn to the specifics
of H.R. 11807 and H.R. 7443.
of funding is too high.

First, as to both, the level

When all of the other demands on

the Federal budget are considered, it is unfortunately not
possible to devote a total over five years of $500 million
(H.R. 7443) or $575 million (H.R. 11807) to public broadcasting.
Moreover, H.R. 7443 provides all of these funds to CPB,
without specifically requiring any distributions for station
support.

H.R. 11807 is better, since it requires CPB to

earmark at least 30 percent of its funds for this purpose,
but here too the amount and nature of the distributions to
particular licensees are left to CPB's discretion, albeit a
discretion that must be exercised in consultation with public
broadcasting representatives.

First, we think that a more

substantial share of CPB's funds should be passed on to the
local stations.

When CPB funding gets as high as $65 million,

as it would in the first year of funding under this Bill, at
least half should go to the stations.

Thereafter, an even

greater proportion of CPB funds should be distributed to
the stations.

- 5 the criteria and
Second, H.R. 11807 does not specify
ing funds to the stations.
methods of distributing operat
a set out in the statute,
We prefer to see a matching formul
tion of the Communications
as it is in the facilities grant por
incentive to generate
Act. This would give the stations the
financial support at the local level.

The stations would

ld come directly to
know that Federal matching funds wou
m a Treasury fund to CPB.
them instead of being disbursed fro
n has to set aside
There's no immediacy to it when CPB the
e it to all licensees
a fraction of the match and distribut
pursuant to industry-wide criteria.

The stations are likely

al fund raising when there
to be more enthusiastic about loc
ch. Finally, it
is an immediate prospect of a direct mat
of autonomy and
would heighten the local stations' sense
source of funds
independence if they had available a stable
ory right and not
of a known quantity, as a matter of statut
CPB discretion.
to foster
Furthermore, H.R. 7443 would not allow CPB
such as videothe use of new communications technologies,
ns satellites.
cassettes, broadband cable, and communicatio
izes CPB to
H.R. 11807 is preferable in that it author
s of these techencourage educational and instructional use
nologies.

.

- 6 H.R. 12808
sed the
Turning now to H.R. 12808, we have not yet asses
ications this Bill would make
full import of some of the modif
in the present Act.,

However, the Bill addresses some very

balance between the
real issues, such as the restoration of
The Bill would take the inter-

local stations and CPB.

CPB, and
connection and station support functions away from
of the stations.
have HEW support the operating costs

The

ction arrangestations could then make their own interconne
ments.

Indeed, a number of educational broadcasters are

t.
considering the feasibility of just such an arrangemen
tion on the CPB
Some other features such as station representa
lobbying
Board of Directors; prohibitions on promotional and
activities, as well as on funding of programs on partisan
political controversies, are worthy of consideration.

Other

features of the Bill, such as the limitation on funding from
a single source and the mandatory GAO audit, may be too
restrictive.

In any event, the cumulative effect of all these

features might be to erode the functions that are both necessarily
and properly performed at the national level by CPB.
ADMINISTRATION PROPOSAL
In addition to the specifics of the pending long-range
financing Bills which I have discussed, as a general matter, we
do not believe that a long-range financing plan should be pressed
at the present time.

This is not to say, however, that the diffi-

culty in devising such a funding approach should stand in the way

- 7 d development of public broadcasting at a
of continuing the soun
are many but its resources are
time when its responsibilities
on's Bill provides
spread thin. Therefore, the Administrati
n at an increased
for a oneyear extension of CPB's authorizatio
grants to the
funding level and directs operating support
local stations.

The reasons we have not submitted a long-

devious.
range financing plan are neither complex nor

One

financing
reason the Congress chose to defer long-range
in 1967 was that CPB was an unknown quantity.

It would have

structure would
to go through a development phase before its
ncing plan. Today
be sufficiently set to warrant such a fina
that development process is continuing.

The relationships

l stations
between the central organizations and the loca
are still relatively unclear.

Indeed, the CPB Board has

relationships.
just authorized a study to define these

Until

are better
these matters are clarified and the directions
d for the Congress
defined, we believe that it would be more soun
during this Session.
not to rush forward with a long-range plan
provide a
The 1967 Act needs substantial refinement to
and carefully
stable source of financing, to define clearly
stations, and to
the respective roles of CPB and the local
occurred
take account of technological changes that have
since 1967.

ation,
While these revisions are under consider

the growth of the
our one-year extension Bill would allow
dly, during the critical
public broadcast system to proceed soun
development stages it is now in.

Continuing the Administration's

- 8 the
record of increasing funds for public broadcasting-appropriations will have increased by $40 million from Fiscal
1969 to Fiscal 1973--the present Bill adds $10 million to
CPB's current level' of funding, for a total of $45 million,
of which $5 million must be matched by funds derived elsewhere.
In addition to the extension and increase in authorization
for CPB, our Bill would provide a significant portion of
Federal funds to local educational broadcast stations.

CPB

t
currently distributes over $5 million in general suppor grants
to the stations.

Our Bill would add $10 million for Fiscal

of
1973 and establish a mechanism for distributing a total
$15 million to the local stations, so that they will be
pment of
effective partners with the Corporation in the develo
educational broadcasting services for their communities.
The Bill provides for $2 million to be distributed to
t
public radio stations--almost doubling the general suppor
funds which the Corporation now provides them.

Because of the

large number and enormously diverse nature of public radio
operations, the manner of distribution of these radio funds
is left to the discretion of the Corporation, to be exercised
in consultation with station representatives.

The proportion

of the $15 million devoted to radio represents the approximate
share of total non-Federal public broadcasting support which
goes to radio.

- 9 $13
ism would also make available
The statutory mechan
television
tely 140 licensees of public
million to approxima
s purpose.
grants would be used for thi
of
es
typ
Two
ns.
tio
sta
0 or
imum support grant of $50,00
First, there would be a min
supported
total non-Federal, non-CPB
one-quarter the licensee's
ensee
ver is less. Second, the lic
Fiscal 1971 budget, whiche
promental giant based on the
ple
a
sup
to
ed
itl
ent
be
ld
wou
,
Fiscal 1971 operating budget
portionate amount which his
ation grants, bore to all
exclusive of Federal and Corpor
would,
ing Fiscal 1971. There
s
licensees' operating budget dur
plemental
on the amount of the sup
however, be an upper limit
considered
rating budget would be
s
grant, since no licensee' ope
n for grant purposes.
to exceed $2 millio
h types of grants into
. We anticipate that, taking bot
eral Fiscal 1971 budget
account, and with a total non-Fed
distribution
all licensees, the minimum
of over $117 million for
the
ld be around $50,000 and
in the typical situation wou
port
0,000. Station sup
y
maximum would be approximatel $18
breathing
ld give the licensee some
g
at this level of fundin wou
ange
ising a more long-r
time to work with all of us in dev
financing plan.
CONCLUSION
d to summarize the
Mr. Chairman, I have endeavore
lic broadcast funding.
Administration's position on pub

I hope

concern us,
a of the problems that
e
ide
som
you
en
giv
e
hav
I
that

- 10 k increased
ieve it is better for now to see
bel
we
why
and
r. We will continue to work
funding for another yea
t year with educational
constructively and earnestly nex
of the issues that your hearbroadcasters to resolve some
ings have aired.
attempted to give practical
The Congress in the 1967 Act
mission's eloquent plea for freedom
effect to the Carnegie Com
ming system, excellence in its progra
in the public broadcast
that excellence. Despite the
ming, and diversity within
ity and decentralization are
arguments of some that divers
least not the best way to
impractical and unworkable, or at
public broadcasting, the
enhance the national impact of
ndon the Congress'
Administration is not yet ready to aba
grand design.

vely
CPB has made major strides in the relati

short time since it was created.

The programs it has supported

ial in helping the educational
show that it has a great potent
interest obligations.
broadcast licensees meet their public
s point. I have focused
There should be no doubt on thi
lic broadcast system because
attention on problems with the pub
re are also accomplishments and
there are problems. But the
n beyond the capacity of educasuccesses that would have bee
re had been no CPB.
tional broadcasting if the
that extraordinarily difficult
CPB is still going through
n and self-definition. Whether this
process of self-examinatio
entity that can live up to the
maturation process evolves an

•

- 11 nds to some extent on deterpotential envisioned for it depe
inuing to play .
minations reached by Government. We are cont
es CPB, the local
our role in a way that we feel best serv
stations, and the public.

We agree with the view, expressed

be a workable
strongly during these hearings, that there must
ic
long-range financing plan, as contemplated by the Publ
nds to
Broadcasting Act of 1967, and the Administration inte
orization
submit one before the proposed extension of auth
expires.

•
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Mr. Chairman and Members of the
Subcommittee,
I appreciate the opportunity to discuss
with you the budget
requests of the Office of Telecommun
ications Policy (OTP).
You have before you our Budget Estimates
in some detail;
I would like to use this occasion princ
ipally to discuss
the various activities on which those
funds are to be
expended.

Initially, however, I want to
volunteer a few
observations concerning the numbers you
have before you.
Our total request of $3,084,000, represents
a net increase
of $484,000 above last year. The vast major
ity of that
is attributable to the increases in Civil Servi
ce compensation
enacted by Congress this past session, and
to the fact
that this is the first budget which contemplat
es operations
at a fully staffed level for the entire fisca
l year.
We are seeking no increase in the level of our prese
ntly
authorized staff, and only a modest increase
($25,000)
in the funds which we may use for research that can
be
done better or more economically on a contractua basis
l
than inhouse. I stated to you in our hearings last year
that it was not our Intention to create a huge bureaucrac
y
out of this new office; I stand by that statement, and
our activities to date and the current budget request
bear it out.

I appreciate the problem which you gentlemen face
in evaluating the efficiency and utility of an agency
that cannot measure its output in terms of applications
processed, miles of highway paved, or even radio and television
licenses issued and renewed. As our name indicates, our
contribution to Government is less quantifiable, but nonetheless valuable. Tho fruits of our endeavors are to be
found in governmental decisions--usually decisions rendered
by other governmental entities, including the FCC and
the Congress itself--which can affect the shape of United
States communications for years to come.
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I would like, therefore, to discuss with you in
some detail the major projects to which my Office has
devoted its energies during the last fiscal year, and
those which it intends to pursue under the proposed budget.
They fall into four major areas, namely domestic communications, Government communications, international communications, and spectrum management and use, with a number of
subcategories under each.

I.

DOMESTIC COMMUNICATIONS

A. Common Carrier Communications
Common carrier communications is for the most part a
monopoly public utility service provided by the Bell system and
independent telephone companies. The performance of the industry
has come under increasing criticism in recent years, and it
has been proposed that various segments of common carrier
operations be opened to competition. In response to such proposals
the carriers have asserted that the benefits of economy of scale
and operational integrity derived from integrated ownership
and operation far outweigh any potential customer benefits from
competition.
OTP has initiated several investigations into these
questions. The ultimate aims of these studies are, first, to
develop recommendations as to which aspects of common carrier
operation can safely be opened to increased competition, and
which should remain under integrated control; and, second, to
determine the regulatory principles and practices best designed
to ensure that noncompetitive operations remain efficient and
innovative.
Principal studies and findings to date include the following:
1.

Domestic Satellite Communications

OTP has found that there are insufficient economies of
scale in domestic satellite comminications to warrant government
restriction of competition. Its studies showed that all of the
satellite applications on file with the FCC arc economically
viable, technically compatible, and could be accommodated within
existing spectrum and orbital space. OTP therefore recommended
to the FCC that any technically and financially qualified applicant
be allowed to establish and operate satellite systems on a
competitive basis.
2.

Specialized Communications Carriers

The entry of new communications carriers offering "specialized" services (0.9., data, private line, video interconnection,
etc.) in competition with the existing telephone carriers was
approved in ;:,rinciple by the FCC, but a number of issues which
could determinr, the pracLical feasibility of copetitive entry
were left unresolved--such as the allowable pricing .1-- spons-,, and
interconnection constraints.
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OTP has commenced investigation of the
more important
unresolved issues, including the
technical and economic
implications of alternative interconn
ection policies which wil
l, among
other factors, affect competition
in the supply of termin
al
equipment (e.g., telephone and
data sets) to be used wit
h the
existing telephone "network."
These will be long-term
studies
and could result in new FCC reg
ulations or legislation.
3. Common Carrier Regulation
Even if it is feasible to int
roduce competition int
o
selective aspects of common car
rier operations, it will
affect
only about 10-20% of total operat
ions. Most common car
rier
operations, notably the public
message telephone servic
e, will
continue to be a natural monopoly.
Effective regulation of nat
ural monopolies is necess
ary
to prevent investments in inefficie
nt facilities, excessive
rates and profits, technological
obsolescence, service deg
radation, and other problems, but it
is difficult for govern
ment
to second-guess a large public utilit
y on detailed investmen
t
and operating decisions. For this
reason, in Fiscal Year 197
3
OTP will continue to explore the
desirability of encouragi
ng
better public performance of regula
ted utilities through
improved
policies rather than increasingly
detailed regulation.
Some
of these policies include:
a. Alternatives to Rate of Return
Regulation: Traditional
common carrier regulation is based
on an agency-determined
"fair"
rate of return which requires est
ablishment of a "rate bas
e"
(i.e., the amount of investment) and
detailed information on
profit flow. But this method of reg
ulation can create inc
entives
for excessive investment in capital
equipment and can distor
t
normal business decisions in other
ways which affect tec
hnological
progress. OTP will attempt to determ
ine (a) the magnitude
of the
distortions, if any, caused by rate
-base regulation and (b)
whether
there are alternatives to rate-base
regulation. It is very
difficult to perform quantitative com
parisons to test the
hypothesis of rate-base distortions whe
n dealing with a nat
ural
monopoly. OTP has studies underway in thi
s area.
b. Depreciation Programs: Common car
rier equipment
is typically depreciated over very lon
g periods corres
ponding
to the expected physical life of the
equipment, although
the
useful life is often much shorter due
to rapid technolog
ical
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advances. This is only one aspect of depreciation policies
that affect common carrier financial decisions and customer
rates; other aspects are disposition of fixed asset salvage,
and separation of depreciable and nondepreciable investments.
In Fiscal Year 1973, OTP will undertake a comprehensive
investigation of depreciation practices, objectives, effects,
and alternatives in the common carrier industry.

B. Cable Television and Broadband
Communications
Broadband cable systems represent
a new communications medium
which can increase consumer choice
in television programming and
provide many new communication servi
ces hitherto unavailable. The
immediate effect of cable expansion,
however, is to disrupt some
of the distribution practices of the
existing television industry
and to threaten the economic position
of some brbadcast stations
and copyright owners. There is urgen
t need for policies to guidc,
the development and regulation of
cable in such a fashion that
its enormous benefits can be rapidly
achieved without depriving
the society of its healthy programmin
g industry and its essential
broadcasting services.
OTP has undertaken a series of studi
es and investigations to
identify and illuminate Particular
aspects of broadband cable
development which require policy
consideration, and to develop
policy recommendations. These inclu
de:
a. A study of the present and
projected costs of broadband cable systems, to serve as a
basis for estimating future
growth patterns and rates of
development of cable distribution
systems.
h. A study of the television
program production industry
and its economics, to serve as a basis
for estimating the growth
in new television programming likely
to occur as a result of
cable system development.
c. A study directed to the
development of an industry
simulation model to be used in
conjunction with the results of
(a) and (b) to predict future industry devel
opment.
d. Definition of a study project
on projected consumer
demand for cable television under alternativ polic
ies.
e
In addition to these studies, OTP has provided suporting
ani;lysis and developed alternative policy recommendations
for the
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President's Cabinet committee on cable television. In this work
it has examined, among other matters, the economic and social
effects of vertical integration in the production and distribution
of cable television programming; the probable impact of expected
cable growth on the broadcast and copyright industries; the
problems of access to the cable media by all segments of the
public and industry; and considerations pertaining to joint
ownership of broadcast, cable, and telephone facilities. Policy
alternatives pertaining to these various matters were developed
for consideration by the Cabinet committee. The results of this
activity have been presented to the committee, which is expected
to complete its report in the near future.
A significant achievement in the cable television field
was resolution of the long-standing controversy concerning distant
signal importation, that is, cable use of signals broadcast by
out-of-market television stations. The distant signal question
involved complex, interrelated issues such as CATV's need to
offer this service in order to attract capital and begin its
growth, the effect of distant signal competition upon the economic
stability of local radio and TV stations, program suppliers'
need for copyright protection, and the public need for a wide
diversity of quality program services. In August, the FCC announceC,
its intention to end the six-year "freeze" on distant signal
importation without provisions for copyright payment and copyright
exclusivity protection. This aroused great concern within the
broadcasting and copyright industries, which threatened to seek
Congressional action to stop implementation of the new rules.
While the outcome of such an effort was unclear, it would surely
have created uncertainty and delay in the regularization of cable
television growth. Since OTP believed further delay and uncertainty
would be harmful to the public interest, it took the initiative
in seeking to act as mediator in the dispute. The principal
parties ultimately agreed upon a compromise plan, the main feature
of which is to supplement the FCC's rules with regulatory and
legislative copyright and exclusivity provisions. The desirability
of this plan is now being considered by the FCC, which is completing
action or its now cable television rules, and by the Congress,
which is considering new copyright legislation.
In Fiscal 1973, OTP will continue its attempts to assist the
FCC and the Congress in resolving the complex, but fundamental,
policy questions that attend the full development of this new
technology. In this regard, OTP recently received the results
of a study on the feasibility of designing a broadband cable
pilot program for a few selected urban and rural communities to
demonstrate the utility of the technology to meet various needs
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in the fields of education, health information, vocational
training and assistance, and business. OTP is considering
how best to proceed in this area. OTP will also prepare
and document whatever legislation the President may deem
necessary to implement the recommendations of the Cabinet
committee.

C.

Broadcastina

1.

Public Broadcasting

The Public Broadcasting Act of 1967 created a framework
for educational and instructional broadcasting, largely as
envisioned by the Carnegie Commission on Educational Television.
However, the means of establishing a stable source of Federal
support funds which would avoid detailed government oversight
of program content, was left unresolved and has remained so.
In addition, the years since 1967 have witnessed the development
of important new technologies for which no provision is made
in the Public Broadcasting Act.
During the past year OTP sought to achieve amendments to
the Act which would eliminate both these deficiencies. It
consulted with interested organizations in public broadcasting
and with the re)evant agencies of government, and reviewed a
range of approaches to new legislation. In the summer of 1971,
it drafted and submitted for coordination to the Office of Management and Budget a bill which made provision for new technologies
and established a financing plan consistent with the congressional
intent for public broadcasting in general, and for the Corporation
for Public Broadcasting (CPB) in particular. The bill was withdrawn for modification when it appeared that CPB could not support
a financing approach that provided assured Federal funding of
individual public broadcast stations.
In order to provide for the immediate financial needs of
lt question
public broadcasting pending resolution of the difficu
Congress
the
d
to
OTP
ed
and
prepare
,
submitt
of long-term funding
of
level
-1:.=
t1
Bill
es
which increas
this year an Administration
d
directe
be
to
e
Federal support by 30%, almost all of the increas
Bill
r
one-yea
to local public broadcasting stations. Before this
rm legislative
expires, OTP hopes to achieve consensus on long-te
in a manner
proposals to meet the needs of public broadcasting
the
of
Act.
1967
intent
consistent with the
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2. License Renewal Policy
One of the major broadcasting controversies of
recent
years has involved the triennial license renewal
process.
Although all can agree that a broadcaster who has
performed
well in the public interest should have his license
renewed,
the Congress, the FCC, and the courts have struggled
with the
questions of what is good performance and what standard
should
be used to judge the incumbent licensee's performance
in the
Lace of a challenge to his renewal application.
In Fiscal 1972, OTP developed and proposed for
public
discussion a wide-ranging series of suggestions for
modifying
the Communications Act of 1934, one of which dealt with
license
renewal policy. OTP pointed out the dangers of adopting
renewal
standards that lead inevitably to government supervision of
program content. It proposed for discussion a more "neutral"
renewal standard that would place the primary emphasis on
the
licensee's being attuned to the programming needs and
interests
of his local audience. Using this standard, a premium would
be
placed on the obligation to be directly responsive to community
problems and issues; licensees who had met this obligation
would be assured license renewal. This would lead to needed
stability in an industry that must make relatively long-term
commitments to public service.
In the coming year OTT2 hopes to work with interested
citizen and industry groups, the Congress, and the FCC to create
•a workable license renewal policy which assures industry stability
and service to the public.
3.

Fairness Doctrine and Access to the Broadcast Media

Another critical issueT-one that is central to the role of
the mass media in an open society--is that of public access to
the broadcast media for discussion of and information about
controversial public issues. The FCC's Fairness Doctrine requires
the broadcaster to make time available for the presentation of
contrasting viewpoints once a particular side of a controversial
issue of public importance has been expressed. Although not
originally contemplated, this "fairness" obligation is now being
enforced on an issue-by-issu, case-by-case basis, instead of
through an overall evaluation of whethc,r the broadcaster has
.kept the public well informed, with reasonable time for contrastinG
views. When enforced in this manner, the broadcaster's journalistic determinations are repeatedly second-guessed by agency and
courts, and the government decides who shall speak on what issues.
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licensee
and tends to convert broadcasting from a privat
e enterprise
activity to a government instrumentality.
A major incentive for case-by-case applic
ation of the
Fairness Doctrine is the fact that indivi
duals' access to the
media for discussion of controversial
issues can only effectively
be achieved through that device. Broadc
asters do not ordinarily
sell their advertising time for such
purposes--partly because
they may be compelled to "balance" such
presentations in their
Program time.
One of OTP's projects in FY 1972 was a
study of Fairness
Doctrine enforcement and the closely relate
d problem of access
to the media. In October 1971 it proposed
for consideration
several specific modifications of broadc
ast regulation in these
fields. It participated in the FCC panel discus
sions on the
Fairness Doctrine. It has published specif
ic criticisms of
recent proposals for compulsory free "count -adver
er
tising."
OTP will continue during the coming year
to explore
various alternatives for solving the fairne
ss and access
dilemmas. It will seek to assist the Congre
ss and the FCC in
devising mechanisms to enhance free expres
sion and to minimize
government intervention in the marketplace
of ideas.
4.

Radio* Regulation

For many years radio broadcasting has been regula
ted
as an afterthought to television. Some of
the rationales and
assumptions, such as scarcity of outlets
and restricted entry,
which shaped early radio regulation and still justif
y regulation of television stations, have been rendered meaningless
by
the phenomenal growth in the number of AM and FM radio stations,
offering widely diversified special program servic
es to the
public.
After studying the issue during FY 1972, OTP proposed to
the FCC that it undertake an experiment in radio deregulation,
with a view toward lessening the regulatory controls on commercial radio programming, commercial practices and other
nontechnical operations. The proposal was supported by an
OTP Staff Paper setting forth the reasons such an experiment
seemed appropriate and Promising. The FCC is now considering
this proposal and OTP intends to work with the Commission, to
the extent deemed desirable, in order to implement a pilot
plan.
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D. Federal-State Communications

Communication issues affecting State and
local governments
arise in every substantive area and in varying
contexts. For
example, the planning of a national emergenc
y communication
system requires State and local participatio
n; regulation of
the communications common carrier industry has
traditionally
been divided between the FCC and State public
utility commissions;
regulation of CATV systems has been divi
ded between the FCC and
local (municipal) authorities; public broadcas
ting and educational
communications involve State and local
governments to a significant
degree; the operation of public safety comm
unications systems
(police, fire, ambulance, etc.) are usually
under the direct
operational control of local officials; and
in many cases, local
governmental communication facilities and
services are funded in
whole or in part through Federal grant-in-aid
programs.
To provide guidance and assistance to State
and local governments, OTP has undertaken one general and
several specific tasks.
The general task is to identify the vari
ous Federal assistance
programs involving telecommunications, in
order to advise State
and local governments on the effective util
ization of these
proarm,
:, and in order to inform the Congress
of duplications
or deficiencies. This review is now in progress unde
r OTP
supervision, and should be completed by the end
of Fiscal
Year 1972.
Among the specific tasks which OTP has undertaken
in this
area are (a) assistance to the States of Hawaii and
Alaska in
identifying communications needs which might be
met through
modern technology (e.g., communication satellites),
and in
developing plans and programs for using such technolo
gy;
(b) advice to local and State government officials
concerning
the potential and the problems of broadband cable
communications
and CATV, and the desirable manner of State and loca
l regulation;
and (c) consultation with State public utility comm
issioners
concerning the impact of new specialized communications
carriers,
broadbyld cable systems, and data communications
services on
tradiLionF,1 regulatory nolicies an0 practices. Since
these
tasks are largely consultative and ad hoc in natu
re, it is
difficult to specify a future timetable. OTP does
expect,
however, that major requirements for information
and consultation will emerge from long-range cable poli
cy development; this
expectation is based upon the very large flow
of such requests
which were stimulated by the announcement and
preliminary work
of the Cabinet committee. OTP also
anticipates a substantial
continuing requirement for assistance to
Hawaii, Alaska, and
the U.S. Trust Territories as thei
r internal communication
planning activities progress.
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E. Mobile Communications
The frequency spectrum available for mobile radio
services
has recently been tripled by the FCC. The mobile
communications industry will no longer be limited by a
frequency shortage
but will face classical supply and demand limitati
ons. This
will raise a number of issues as to appropriate
types of new
systems, new services, and the institutional
structure to
support them. The transition from spectrum scarcity
to spectrum
abundance must be regulated to create an industry
structure that
is sensitive to future demands for communications services
of all
types, including improved mobile telephone services
for urban
areas, integrated dispatch services, and public telephon
e
services for domestic aircraft.
OTP has begun a program, with assistance from the Policy
Support Division of The Office of Telecommunication of the
Department of Commerce, to assess the technical, economic,
and institutional effects of proposed new mobile systems and
services and to formulate policy guidelines for the development
and regulation of the expanded industry. In cooperation T:Tith
the FCC, DOT, LEAA, HEW, and HUD, OTP will assess the feasibility
of a pilot program to demonstrate innovative uses of mobile
communications services in support of public safety, emergency
health services, highway safety, and transportation in general.

F. New Technology
During the past decade there have been radical improvements'in communications technology resulting from independent
research and development of U.S. industry, research in the
academic community, the U.S. space program, and other Government sponsored R&D. These technologies provide opportunities
for vastly improved and expanded communications services,
which could have significant social and economic effects if
exploited properly.

OTP plans a study effort designed primarily to identify
areas in which new technological advances are occurring and to
evaluate the effect of these technologies upon the existing
structure of the domestic communications industries. In the
coming year, OTP hopes to identify in broad terms the current
state-of-the-art in major fields of communications technology,
and to isolate any natural limiting factors. If necessary, OTP
will develop policy guidelines regarding the application of a
new technology to a particular use.
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A.

GOVERNMENT COMMUNICATIONS

Federal Communications Policy and
Planning

The Federal Government's own comm
unications consume from
5 to 10 billion dollars per year.
The major concerns in this
field are avoidance of duplication,
effective management of
the acquisition of new systems,
achievement of compatibility
among systems, and satisfactory
operating performance. The
creation of the National Communic
ations System in 1963, which
sought to integrate long-haul,
point-to-point communications
of the Federal Government into a
united system, has not
significantly affected the planning
, design and cost of
government communications systems,
although it has contributed
to better coordination of dayto-day operations. The majority
of Federal communications expe
nditures are beyond the scope of
the NCS and have not been
addressed at all from an overall
Federal point of view.
The major objectives of the OTP
program in the area of
Federal communications are: First,
identifying all the communications activities and resources
of the Federal Government;
second, determining the needs for effe
ctive information exchange
among the various departments and agen
cies; and finally, taking
action in those areas in which integrat
ion will best achieve
the ends of efficiency and economy.
OTP has completed a review of all existing
studies and
analyses pertaining to the integration of the
two largest
communications networks in the Federal Gove
rnment, the AUTOVON
network and the FTS. OTP has determined that
integration
should not be attempted at this time.
OTP has undertaken a review of existing and
planned radio
navigation aids operated or used by various
elements of the
Federal Government, accounting for the expendit
ure of between
one and three billion dollars annually (not
including expenditures by private users). It is now discussi
ng with the affected
Federal departments the designation of a sing
le system as the
standard long-range radio navigation system
and the formulation
of a schedule on which other long-range
systems can be phased
out. It is planning an evaluation of the
many different
position-fixing systems used by the Gove
rnment, to determine
how many are needed to meet all requirem
ents, and how many
might be replaced if a global, high-acc
uracy navigation
satellite system is deployed.
OTP has begun a review of all the
Government's communications satellite programs, with an
eye toward identifying
avoidable duplication and assuring
that available economie
s of
scale are exploited. It will
initiate a similar revi
ew of
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computer-communications networks. The assist
ance of major
Federal departments and agencies will be
solicited in both
these reviews, and they are expected to
be comnleted in time
to influence the preparation of the Fiscal
Year 1974 Budget.
OTP has begun work with other elements
of the Executive
Office of the President to determine the
probable future
communications needs of the Executive
Office, particularly the
needs for integration with the commun
ications and information
handling systems of the departments and
agencies. It is
anticipated that most of these requir
ements will be established
during Fiscal Year 1973. Based on the
results of the requirements survey, OTP Plans to determine the
technical arrangements
necessary to meet these requirements,
including the degree of
compatibility among Federal systems needed
to permit the
required exchange of information.

B.

Emergency Preparedness

The purpose of the Emergency Preparedness Program is to
insure that national and Federal communications systems are
fully capable of meeting pricrity needs under emergency
conditions, including nuclear attack. This is a demanding
task, because of the numerous contingencies that must be provided for--both with respect to the nature and location of the
disruption and with respect to the nature and location of the
services which, in one or another circumstance, it must be
considered vital to restore. Emergency communications plans
and capabilities must comply with three basic principles.
First, maximum dual use of facilities for both emergency and
routine operations. Second,.1Dalanced survivability among
communications and the facilities which are supported by
communications. Third, focusing of responsibility to assure
accomplishment.
OTP has completed reviews of those existing and proposed
emergency communications systems which would provide warning
and emergency information to the people of the United States
under conditions of nuclear attack or natural disaster. These
include the Emergency Broadcast System, the proposed radio
warning system of the Office of Civil Defense, the radio warning
systems of the National Oceanc and Atmospheric Administration,
and the proposed warning capability through the facilities of
Private broadcElsLing. These rcviews have resulted in the
'following: (1) Changes in the Emergency Broadcast System,
to improve its reliability. (2) Separation of the warning
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function from the Emergency Bro
adcast System. (3)
The selection from among various altern
atives of the most
promising
approach to a nationwide pub
lic warning system.
(4) Identification of a need for design
of an inexpensive hom
e warning
receiver, a project which the
Office of Civil Def
ense is now
working on. (5) Establish
ment of an Administr
ation policy
that legislation will not be
sought requiring the
inclusion
of a warning receiver in eve
ry new radio or tel
evision set.
OTP is reviewing the polici
es and procedures und
critical private line servic
er which
es would be restored
by the United
States communications common
carriers. Since no
system of
pre-set restoration prioritie
s can be satisfactory
for all
,emergency conditions, some
mechanism must be develo
ped to
provide for flexible manage
ment of national resour
ces when
central control is possible.
To this end, OTP has
directed
the preparation of a new plan
for
providing on-the-scene
communications facilities
and resource managemen
t capabilities
to Federal field teams deployed
in areas where a natura
disaster has struck. This
l
Office is also completin
g a study
of the basic organizational fra
mework for emergency com
munications management, and has
prepared a communicatio
ns annex
to Federal emergency plans.
During Fiscal Year 197
3 OTP
expects to complete a plan for
effective Federal field
ization for communications man
organagement under war eme
rgency
conditions.
OTP is concerned with the design
features that should be
incorporated in national
communications facili
ties to increase
their resistance to nuclear weapon
s effects. The pri
ncipal
nuclear effect now under study
is the electromagne
tic pulse
from high altitude nuclear det
onations. The Office is
also
working with the Department of
Defense to assure that
mea
enh
sures
taken to
ance the survivability
of communications lin
consistent with the survivabi
ks are
lity of the terminal
points of the
system.
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INTERNATIONAL COMMUNICATIONS

A.

Communications Satellites

1.

INTELSAT

Negotiation of Definitive
Arrangements for INTELSAT was
completed in 1971, and they are
expected to take effect during
1972. They will change the U.S.
role in INTELSAT, in that we
will no longer have a controlling
voice in its governing body,
although we will have substantial
continuing influence in
decision-making; Comsat's assu
red tenure as the contract manager
of INTELSAT will be limited to six
years; and several new organs
are created which involve direct
government participation in the
organization. These changes
give added importance to OTP's
obligation, in conjunction with
the Department of State and the
FCC, to advise Comsat as our
Government's representative to
INTELSAT.
2.

Domestic and Regional Systems

The FCC is considering several
applications for domestic
satellite systems. Most propose
service between the mainland
and Hawaii, which is now provided by
INTELSAT. The transition
from INTELSAT services to domestic
satellite services may have
a significant impact on the Pacific
INTELSAT region. Similarly,
the Europeans are planning domestic and
regional systems which
could affect present INTELSAT services
. OTP advice will be
required as to these and other interfac
es between INTELSAT and
domestic and regional systems.
3.

Specialized Satellite Comm
unications Services

In this area, the issue is the institut
ional structure
within which specialized services will
evolve. OTP announced
a policy in January, 1971, providing guid
elines for the establishment of a new structure for internat
ional aeronautical
satellite communication services. Subseque
ntly, FAA, DOT, and
the Department of State discussed this matt
er with the European
countries (ESRO) and drafted a Memorandum
of Understanding
defining a joint international program. OTP
reviewed the
Memorandum, along with other Executive agen
cies, and prepared a
recommendation which was accepted by the
White House.
OTP is
currently engaged in coordinating the renegotiatio
n of a joint
international program.
With respect to maritime satellite services, the
Coast
Guard, the American Institute for Merchant Shipping
, and the Maritime Commission consider that:: such services will be
required well
before the end of this decade. OTP will work with thos
e organizations during Fiscal Year 1973 to insure that maritime
requirements will be satisfied in the most efficient manner.
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estimates. This was forwarded to the FCC, with policy recommendations concerning authorization criteria needed to avoid
inefficient future investment in international transmission
facilities. OTP is presently conducting a similar case study for
the Pacific Basin. It has the same objective of establishing firm
analytic procedures and investment criteria for use in the
authorization process, so that the international carriers and
their foreign counterparts can plan future investments with
reasonable assurance. Implementation of policies concerning
international communications will require continued effort in
future years.

C. International Organization Activities
1. UNESCO
During 1972, UNESCO will convene several meetings to
develop guidelines for use of communication satellites in the
international distribution, and possible international broadcasting, of radio and television programming. OTP has worked
closely with the United States Patent Office, the Department
of State, and the FCC, as well'as various interested groups
in the broadcasting industry, to establish and meintain a sound
and consistent U.S. position on standards, codes of conduct, and
intellectual property rights protection. Because of the expected
developments within UNESCO and, possibly, within the World
Intellectual Properties Organization, these activities are
expected to continue throughout Fiscal 1973.
2. International Telecommunication Union
The International Telecommunication Union, a specialized
agency of the United Nations with 141 member administrations,
maintains and extends international cooperation for the improvement and rational use of telecommunications of all kinds. The
Union uses world conferences of its members to review and
update the international regulations needed to assure the smooth
flow of global radio and telegraph eoio.munications. A principal
function is the allocation of radio frequencies among the respective radio services (amateur, broadcasting, fixed, aeronautical
mobile, communication satellites, etc.). During the past year,
OTP provided guidance for U.S. Participation in ITU
activities.
As a result of the combined effort of the Executive
Branch, the
FCC, and industry interests, U.S. objectives in
accommodating
space communication requirements were achieved at the World
Administrative Radio Conference on Space Telecommunications.
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FCC the means of
implementing the decisions of this
Conference, as soon as
Senate ratification of the Conference
results is obtained.
In 1973, an ITU Plenipotentiary
Conference will be
convened to review and update
the International Telecommunications Convention. Principa
l issues involved in U.S.
participation include whether
the United States should
advocate changes in the organiza
tion or the purposes of the
ITU, and whether a new internat
ional communications organization should be formed to cope with
policy issues unrelated
to technological cooperation. As
part of its preparatory work,
the United States must study these
and other questions in
depth and prepare position papers
aimed at assuring responsiveness of the ITU to the inte
rnational telecommunications
requirements of the 1970's and
1980's. OTP is working with
the Department of State on the recommen
ded scope of the
Conference and the general obje
ctives the United States
should seek to attain; it will rema
in active during Fiscal
Year 1973 in developing and coordina
ting the U.S. position,
and commenting upon the positions of
other countries. Similar
efforts have been begun in preparat
ion for the World Administrative Radio Conference on Maritime
Matters scheduled for
1974.
The ITU maintains two major internat
ional coordinating
bodies known as the International Cons
ultative Committee on
Telegraph and Telephone and the Inte
rnational Consultative
Committee on Radio. These organization
s have numerous
technical study groups which examine prob
lems regarding
international standards, practices,
system planning, and
rates applicable to the International communic
ations
services. OTP is responsible for coordina
ting the preparation
of U.S. positions for such activities, particul
arly those
dealing with technical and operational aspects
of radio
frequency spectrum planning, allocation,
and use. During
Fiscal Year 1973, activities dealing with the prob
lems of
space technology will be particularly important.
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IV.

SPECTRUM PLANS AND POLICIES

There is intense national and international competition for
the use of the radio spectrum for all forms of radio transmissions (radio communications, navigation, broadcasting, radar,
air traffic control, eteJ. The Federal Government is the
largest single user of the spectrum, and OTP directs Government
activities related to spectrum management and planning. This
includes cooperating with the FCC to develop plans for the
more effective use of the entire spectrum, for both Government
and non-Government purposes.
Specific tasks involved fall basically within the categories
of allocation and assignment for 'particularuses, evaluation
of possible biomedical side effects of electromagnetic radiations,
and planning to moot Government and non-Government national
needs.
In the allocation and assignment area, much progress has been
made in Fiscal 1972. The results of improved ADP and engineering
capabilities were applied to direct more effectively the assignment of frequencies to Government stations (about 120,000 actual
assignments on file). Specific analyses were conducted of the
interference potential among competing interests for the same
spectrum resources (e.g., interference betwen Collision Avoidance
Systems and Altimeters; malfunctioning CATV systems and Air
Traffic Control services; tropospheric scatter systems and space
systems) and an interference prediction model for Air Traffic
Control air-ground communications was developed. New procedures
were developed to assess the potential electromagnetic compatibility among communications and electronics systems before
budgetary support is committed; these procedures will greatly
imp-rove Federal planning and budgeting for communications systems,
and will save both dollar and spectrum resources. Some 8000 MHz of
spectrum, previously reserved for exclusive Government use, was made
available to the FCC for sharing by non-Government interests. In
the allocation and assignment area during the coming Fiscal Year,
OTP plans to continue the development of an electromagnetic
compatibility analysis capability to realize better efficiency in
Federal use of the spectrum: More engineering analyses are
projected in such areas as interference between the Decision
Information Distribution System and power line systems, interference
prediction with respect to air-ground communications, the compatibility of Government systems at 7/8 GHz, and the compatibility of
proposed aeronautical and maritime satellite operations between
1535 and 1660 MHz. The Office will update the national emergency
readiness plan for use of the radio spectrum, and will monitor

- 20 Government agency compliance with the allocations resulting
from ITU Conferences (1967 Maritime WARC and 1971 Space WARC).
A stronger technical base will also be developed for Government
use of the spectrum--standards, monitoring, technical characteristics, receiver improvement, research in the field of
radio wave propagation, and radio noise abatement.
There is some evidence and much apprehension about the
hazards of electromagnetic radiations. With respect to biomedical effects, OTP established during the past year a
coordinated "Program for Assessment of Biological Hazards
of Nonionizing Electromagnetic Radiations." Under this
program, the Office provided guidance to Federal Government
agencies concerning needed research. The program is being
pressed to fruition at the earliest practicable date (a
coordinated five-year effort of some $63 million allocated
among the cognizant agencies of the Government, much of which
is already budgeted).
In the category of spectrum planning, a study was
initiated during Fiscal Year 1972 to develop alternative
methods for allocation of spectrum resources which would
g1ve more accurate weight to all relevant technical, economic,
and social criteria. In cooperation with the FCC, a review
of present frequency allocations and uses was initiated with
a view to reallocation and improved sharing arrangements
between Government and non-Government uses. Both these
activities will continue in the coming Fiscal Year.

a.
•
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CONCLUSION
This concludes my explanation of the proj
ects and
activities undertaken by OTP during Fisc
al Year 1972 and
contemplated under the budget estimate
s you have before
you. We believe that our plans and projecti
ons serve fully
the mission we have been assigned by the Pres
ident and the
Congress.
Despite the length of this presentation,
I am confident
that some matters have not been covered in as comp
lete detail
as the Subcommittee would find helpful. I shall be
happy
to answer any questions you may have.

STATEMENT BY
CLAY T. WHITEHEAD, DIRECTOR
OFFICE OF TELECOMUNICATIMS POLICY

before the
Subcommittee on Treasury, Post Office, and General Government
The Honorable Joseph M. Montoya, Chairman
Appropriations Committee
United States Senate
May 2, 1972

STATEMENT BY
CLAY T. WHITEHEAD
DIRECTOR, OFFICE OF TELECOMMUNICATIONS POLICY

•
Mr. Chairman and Members of the
Subcommittee,
I appreciate the opportunity to disc
uss with you the budget
requests of the Office of Telecommunic
ations Policy (OTP).
You have before you our Budget Estimate
s in some detail;
I would like to use this occasion prin
cipally to discuss
the various activities on which those
funds are to be
expended.

Initially, however, I want to voluntee
r a few
observations concerning the numbers you
have before you.
Our total request of $3,084,000, repr
esents a net increase.
of $484,000 above last year. The vast
majority of that
is attributable to the increases in
Civil Service compensation
enacted by Congress this past session,
and to the fact
that this is the first budget whic
h contemplates operations
at a fully staffed level for the
entire fiscal year.
We are seeking no increase in
the level of our presently
authorized staff, and only a modest
increase ($25,000)
in the funds which we may use for
research that can be
done better or more economically
on a contractual basis
than inhouse. I stated to you in our
hearings last year
that it was not our intention to create
a huge bureaucracy
out of this new office; I stand by that
statement, and
our activities to date and the current
budget request
bear it out.

I appreciate the problem which you gentleme
n face
in evaluating the efficiency and util
ity of an agency
that cannot measure its output in. terms of
applications
processed, miles of highway paved, or even
radio and television
licenses issued and renewed. As our name
indicates, our
contribution to Government is less quantifi
able, but nonetheless valuable. The fruits of our endeavor
s are to be
found in governmental decisions—usuall
y decisions rendered
by other governmental entities, incl
uding the FCC and
the Congress itself—which can affe
ct the shape of United
States communications for years to
come.
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would like, therefore, to discuss with you in
some detail the major projects to which my Office has
devoted its energies during the last fiscal year, and
those which it intends to pursue under the proposed budget.
They fall into four major areas, namely domestic communications, Government communications, international communications, and# spectrum management and use, with a number of
subcategories under each.
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DOMESTIC COMMUNICATIONS

A. Common Carrier Communications
Common carrier communications is for the most part a
monopoly public utility service provided by the Bell system and
independent telephone companies. The performance of the industry
has come under increasing criticism in recent ye.ars, and it
has been proposed that various segments of common carrier
operations be opened to competition. In response to such proposals,
the carriers have asserted that the benefits of economy of scale
and operational integrity derived from integrated ownership
and operation far outweigh any potential customer benefits from
competition.
OTP has initiated several investigations into these
questions. The ultimate aims of these studies are, first, to
develop recommendations as to which aspects of common carrier
operation can safely be opened to increased competition, and
which should remain under integrated control; and, second, to
determine the regulatory principles and practices best designed
to ensure that noncompetitive operations remain efficient and
innovative.
Principal studies and findincis to date include the following:
1.

Domestic Satellite Communications

OTP has found that there are insufficient economies of
scale in domestic satellite communications to warrant government
restriction of competition. Its studies showed that all of the
satellite applications on file with the FCC are economically
viable, technically compatible, and could be accommodated within
existing spectrum and orbital space. OTP therefore recommended
to the FCC that any technically and financially qualified applicant
be allowed to establish and operate satellite systems on a
competitive basis.
2.

Specialized Communications Carriers

The entry of new communications carriers offering "special
nection,
intercon
video
private
line,
data,
ized" services (e.g.,
etc.) in competition with the existing telephone carriers was
approved in principle by the FCC, but a number of issues which
could determine the practical feasibility of competitive entry
were left unresolved--such as the allowable pricing response and
interconnection constraints.

OTP has commenced investigation of the more important
unresolved issues, including the technical and economic implications of alternative interconnection policies which will, among
other factors, affect competition in the supply of terminal
equipment (e.g., telephone and data sets) to be used with the
existing telephone "network." These will be long-term studies
and could result in new FCC regulations or legislation.
3. Common Carrier Regulation
Even if it is feasible to introduce competition into
selective aspects of common carrier operations, it will affect
only about 10-2V. of total operations. Most common carrier
operations, notably the public message telephone service, will
continue to be a natural monopoly.
Effective regulation of natural monopolies is necessary
to prevent investments in inefficient facilities, excessive
rates and profits, technological obsolescence, service degradation, and other problems, but it is difficult for government
to second-guess a large public utility on detailed investment
and operating decisions. For this reason, in Fiscal year 1973
OTP will continue to explore the desirability of encouraging
better public performance of regulated utilities through improved
policies rather than increasingly detailed regulation. Some
of these policies include:
a. Alternatives,to Rate of Return Regulation: Traditional
common carrier regulation is based on an agency-determined "fair"
rate of return which requires establishment of a "rate base"
(i.e., the amount of investment) and detailed information on
profit flow. But this method of regulation can create incentives
for excessive investment in capital equ;pment and can distort
normal business decisions in other ways which affect technological
progress. OTP will attempt to determine (a) the magnitude of the
distortions, if any, caused by rate-base regulation and (b) whether
there are alternatives to rate-base regulation. It is very
difficult to perform quantitative comparisons •to test the
hypothesis of rate-base distortions when dealing with a natural
monopoly. OTP has studies underway in this area.
B. Depreciation Pro rams: Common carrier equipment
is typically depreciated oyer very long periods corresponding
to the expected physical life of.the equipment, although the
useful life is often much shorter due to rapid technological
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advances. This is only one aspect of depreciation policies
that affect common carrier financial decisions and customer
rates; other aspects are disposition of fixed asset salvage,
and separation of depreciable and nondepreciable investments.
In Fiscal Year 1973, OTP will undertake a comprehensive
investigation of depreciation practices, objectives, effects,
and alternatives in the common carrier industry.

B. Cable Television and Broadband Communications
Broadband cable systems represent a new communications medium
which can increase consumer choice in television programming and
provide many new communication services hitherto unavailable. The
immediate effect of cable expansion, however, is to disrupt some
of the distribution practices of the existing television industry
and to threaten the economic position of some broadcast stations
and copyright owners. There is urgent need for policies to guide
the development and regulation of cable in such a fashion that
its enormous benefits can be rapidly achieved without depriving
the society of its healthy programming industry and its essential
broadcasting services.
OTP has undertaken a series of studies and investigations to
Identify and illuminate particular aspects of broadband cable
development which require policy consideration, and to develop
policy recommendations. These include:
a. A study of the present and projected costs of broadband cable systems, to serve as a basis for estimating future
growth patterns and rates of development of cable distribution
systems.
h. A study of the television program production industry
and its economics, to serve as a basis for estimating the growth
in now television programming likely to occur as a result of
cable system development.
C. A study directed to the development of an industry
simulation model to be used in conjunction with the results of
(a) and (b) to predict future industry development.
d. Definition of a study project on projected consumer
demand for cable television under alternative policies.
In addition to these studies, OTP has provided supporting
analysis and developed alternative policy recommendations for th:.,

e on cable television. .In this work
President's Cabinet committe
r matters, the economic and socia]
it has examined, among othe
in the production •and - distribution
effects of vertical integration
ing; the probable impact of expected
of cable television programm
and copyright industries; the
.cable growth on the broadcast
a by all segments of the
problems of access to the cable medi
pertaining to joint
public and industry; and considerations
facilities. Policy
ownership of broadcast, cable, and telephone
were developed
alternatives pertaining to these various matters
The results of this
for consideration by the Cabinet committee.
which is expected
e,
activity have been presented to the committe
to complete its report in the near future.
vision field
A significant achievement in the cable tele
concerning distant
was resolution of the long-standing controve-sy
als broadcast by
signal importation, that is, cable use of sign
ant signal question
out-of-market television stations. The dist
CATV's need to
involved complex, interrelated issues such as
order to attract capital and begin its
offer this service •
ion upon the economic
growth, the effect of distant signal competit
ram suppliers'
stability of local radio and TV stations, prog
ic need for a wide
need for copyright protection, and the publ
st, the FCC announced
diversity of quality program services. In Augu
on distant signal
its intention to end the siX-year "freeze"
payment and copyright
importation without provisions for copyright
concern within the
exclusivity protection. This aroused great
threatened to seek
broadcasting and copyright industries, which
the new rules.
Congressional action to stop implementation of
unclear, it would surely
While the outcome of such an effort was
regularization of cable
y
have created uncertainty and dela in the
her delay and uncertainty
television growth. Since OTP believed furt
ic interest, it took the initiative
would be harmful to the publ
ator in the dispute. The principal
in seeking to act as medi
ure
a compromise plan, the main feat
parties ultimately agreed uPon
nt the FCC's rules with regulatory and
of which is to suppleme
lity
provisions. The desirabi
legislative copyright and exclusivity
j
n.
leti
comp
ed by the FCC, which is
g
of this plan is now bein consider
,
e
vision rules, and by the Congress
action on its new cabl tele
,- right legislation.
new coo
if
which is considering
to assist the
an Fiscal 1973, OTP will continue its attempts
fundamental,
FCC and the Congress in resolving the complex, but
ent of this new
policy questions that attend the full developm
ived the results
technology. In this regard, OTP recently rece
dband cable
broa
of a study on the feasibility of designing a
unities to
comm
rural
pilot program for a few selected urban and
meet various needs
demonstrate the utility of the technology to
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training and assistance, and business. OTP is considering
how best to proceed in this area. OTP will also prepare
and document whatever legislation the President may deem
necessary to implement the recommendations of the Cabinet
committee.

C.

Broadcasting

1.

Public Broadcasting

The Public Broadcasting Act of 3.967 created a framework
for eduCational and instructional broadcasting, largely as
envisioned by the Carnegie Commission on Educational Television.
However, the means of establishing a stable source of Federal
support funds which would avoid detailed government oversight
of program content, was left unresolved and has remained so.
In addition, the years since 1967 have witnessed the development
of important new technologies for which no provision is made
in the Public Broadcasting Act.
During the past year OTP sought to achieve amendments to
the Act which would eliminate both these deficiencies. It
consulted with interested organizations in public broadcasting
and with the relevant agencies of government, and reviewed a
range of approaches to new legislation. In the summer of 1971,
it drafted and submitted for coordination to the Office of Management and Budget a bill which made provision for new technologies
and established a financing plan consistent with the congressional
intent for public broadcasting in general, and for the Corporation
for Public Broadcasting (CPB) in particular. The bill was withdrawn for modification when it appeared that CPB could not support
a financing approach that provided assured Federal funding of
individual public broadcast stations.
In order to provide for the immediate financial needs of
public broadcasting pending resolution of the difficult question
of long-term funding, OTP prepared and submitted to the Congress
this year an Administration Bill which increases the level of
Federal support by 309 , almost all of the increase to be directed
to local public broadcasting stations. Before this one-year Bill
expires, OTP hopes to achieve consensus on long-term legislative
proposals to meet the needs of public broadcasting in a manner
consistent with the intent of the 1967 Act.
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2. License Renewal Policy
One of the major broadcasting controversies of recent
years has involved the triennial license renewal process.
Although all can agree that a broadcaster who has performed
well in the public interest should have his license
renewed,
the Congress, the FCC, and the courts have struggled
with the
questions of what is good performance and what standard
should
be used to judge the incumbent licensee's performance
in the
face of a challenge to his renewal application.
In Fiscal 1972, OTP developed and proposed for
public
discussion a wide-ranging series of suggestions for modifying
the Communications Act of 1934, one of which dealt with license
renewal policy. OTP pointed out the dangers of adopting renewal
standards that lead inevitably to government supervision of
program content. It proposed for discussion a more "neutral"
renewal standard that would place the primary emphasis on the
licensee's being attuned to the programming needs and interests
of his local audience. Using this standard, a premium would be
placed on the obligation to be directly responsive to community
problems and issues; licensees who had met this obligation
would be assured license renewal. This would lead to needed .
stability in an industry that must make relatively long-term
commitments to public service.
the coming year OT2 hopes to work with interested
citizen and industry groups, the Congress, and the FCC to create
a workable license renewal policy which assures industry stability
and service to the public.
In

3.

Fairness Doctrine and Access to the Broadcast Media

Another critical issue--one that is central to the role of
the mass media in an open society--isthat of public access to
the broadcast media for discussion of and information about
controversial public issues. The FCC's Fairness Doctrine requires
the broadcaster to make time available for the presentation of
contrasting viewpoints once a particular side of a controversial
issue of public importance has been expressed. Although not
originally contemplated,.this "fairness" obligation is now being
enforced on an issue-by-assue, case-by-case basis, instead of
through an overall evaluation of whether the broadcaster has
kept the public well informed, with reasonable time for contrasting
views. When enforced in this manner, the broadcaster's journalistic determinations are repeatedly second-guessed by agency and
courts, and the government decides who shall speak on what issues.
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This diminishes the "free press" discretion of the licensee
and tends to convert broadcasting from a private enterprise
activity to a government instrumentality.
A major incentive for case-by-case application of the
Fairness Doctrine is
fact that individuals' access to the .
media for discussion of controversial issues can only effectively
be achieved through that device. Broadcasters do not ordinarily
sell their advertising time for such purposes—partly because
they may be compelled to "balance" such presentations in their
program time.
One of OTP's projects in FY 1972 was a study of Fairness
Doctrine enforcement and the closely related problem of access
to the media. In October 1971 it proposed for consideration
several specific modifications of broadcast regulation in these
fields. It participated in the FCC panel discussions on the
Fairness Doctrine. It has published specific criticisms of
recent proposals for compulsory free "counter-advertising."
OTP will continue during the coming year to explore
various alternatives for solving the fairness and access
dilemmas. It will seek to assist the Congress and the FCC in
devising mechanisms to enhance free expression and to minimize
government intervention in the marketplace of ideas.
4.

Radio Regulation

For many years radio broadcasting has been regulated
as an afterthought to television. Some of the rationales and
assumptions, such as scarcity of outlets and restricted entry,
which shaped early radio regulation and still justify regulation of television stations, have been rendered meaningless by
the phenomenal growth in the- number of AM and FM radio stations,
offering widely diversified special program services to the
public.
After studying the issue during FY 1972, OTP proposed to
the FCC that it undertake an ?_xperiment in radio deregulation,
with a view toward lessening the regulatory controls on commercial radio programming, commercial practices and other
nontechnical operations. The proposal was supported by an
OTP staff Paper setting forth the reasons such an experiment
seemed appropriate and promising. The FCC is now considering
this proposal and OTP intcnds to work with the Commission, to
the extent deemed desirable, in order to implement a pilot
plan.
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D. Federal-State Communications
Communication issues affecting State and local governments
arise in every substantive area and in vakying contexts. For
example, the planning of a national emergency communication
system requires State and local participation; regulation of
the communications common carrier industry has traditionally
been divided between the FCC and State public utility commissions;
regulation of CATV systems has been divided between the FCC and
local (municipal) authorities; public broadcasting and educational
communications involve State and local governments to a significant
degree; the operation of public safety communications systems
(police, fire, ambulance, etc.) are usually under the direct
operational control of local officials; and in many cases, local
governmental communication facilities and services are funded in
whole or in part through Federal grant-in-aid programs.
To provide guidance and assistance to State and local governments, OTP has undertaken one general and several specific tasks.
The general task is to identify the various Federal assistance
programs involving telecommunications, in order to advise State
and local goverm!ents on the effective utilization of these
programs, and in order to inform the Congress of duplications
or deficiencies. This review is now in progress under OTP
supervision, and should be completed by the end of Fiscal
Year 1972.
this
Among the specific tasks which OTP has undertaken in
in
Alaska
and
area are (a) assistance to the States of Hawaii
h
throug
identifying communications needs which might be met
and in
modern technology (e.g., communication satellites),
logy;
techno
ms
for
progra
such
using
developing plans and
concerning
(b) advice to local and State government officialscommunications
the potential and the problems of broadband cable
local regulation;
and CATV, and the desirable manner of State and
utility.commissioners
and (c) consultation with State public
communications carriers,
concerning the impact of new specialized
ns services on
broadband cable systems, and data communicatio
Since these
traditional regulatory Policies and practices.
nature, it is
tasks are largely consultative and ad hoc in
does expect,
OTP
-le:
future
timetab
difficult to specify a
and consultahowever, that major requirements for information
pment; this
develo
tion will emerge from long-range cable policy
requests
expectation is based upon the very large flow of such
preliminary work
which were stimulated by the announcement and
substantial
of the Cabinet committee. OTP also anticipates a
, and
Alaska
,
Eawaii
continuing requirement for assistance to
n
icatio
commun
the U.S. Trust Territories as their internal
planning activities progress.

E. Mobile Communications
The frequency spectrum available for mobile radio services
has recently been tripled by the FCC. The mobile communications'industry will no longer be limited by a frequency
shortage
but will face classical supply and demand limitations. This
will raise a number of issues as to appropriate types of new.
systems, new services, and the institutional structure
to
support them. The transition from spectrum scarcity to
spectrum
abundance must be regulated to create an industry structure
that
is sensitive to future demands for communications services
of all
types, including improved mobile telephone services for urban
areas, integrated dispatch services, and public telephone
services for domestic _aircraft.
OTP has begun a program, with assistance from the Policy.
Support Division of The Office of Telecommunication of the
Department of Commerce, to assess the technical, economic,
and institutional effects of proposed new mobile systems and
services and to formulate policy guidelines for the development
and regulation of the expanded industry. In cooperation zith
the FCC, DOT, LEAA, HEW, and HUD, OTP will assess the feasibility
of a pilot program to demonstrate innovative uses of mobile
communications Services in support of public safety, emergency'
health services, highway safety, and transportation in general.

F. New Technology
During the past decade there have been radical improvements in communications technology resulting from independ
ent
research and development of U.S. industry, research in
the
academic community, the U.S. space program, and other
Government sponsored R&D. These technologies provide
opportunities
for vastly improved and expanded communications
services,
which could have significant social and economic
effects if
exploited properly.
.-•
OTP plans a study effort designed primarily to
identify
areas in which new t6chnological advances are
occurring and to
evaluate the effect of these technologies upon the
existing
structure of the domestic communications industrie
s. In the
coming year, OTP hopes to identify in broad terms the
current
state-of-the-art in major fields of communications
technology,
and to isolate any natural limiting factors. If
necessary, OTP
will develop policy guidelines regarding the applicati
on of a
new technology to a particular use.

'
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A.

GOVERNMENT COMMUNICATIONS

Federal Communications Policy and Planning

The Federal Government's own communications consume from
5 to 10 billion dollars per year. The major concerns in
this
field arc avoidance of duplication, effective management
of
the acquisition of new systems, achievement of compatibility
among systems, and satisfactory operating performance. The
creation of the National Communications System in 1963, which
sought to integrate long-haul, point-to-point communications
of the Federal Government into a united system, has not
significantly affected the planning, design and cost of
government communications systems, although it has contributed
to better coordination of day-to-day operations. The majority
of Federal communications expenditures are beyond the scope of
the NCS and have not been addressed at all from an overall
Federal point of view.
The major objectives of the OTP program in the area of
Federal communications are: First, identifying all the communications activities and resources of the Federal Government;
second, determining the needs for effective information exchange
among the various departments and agencies; and finally, taking
action in those areas in which integration will best achieve
the ends of efficiency and economy.
OTP has completed a review of all existing studies and
analyses pertaining to the integration of the two largest
communications networks in the Federal Government, the AUTOVON
network and the FTS. OTP has determined that integration
should not be attempted at this time.
OTP has undertaken a review of existing and planned radio
navigation aids operated or used by various elements of the
Federal Government, accounting for the expenditure of between
one and three billion dollars annually (not including expenditures by private users)., It is now discussing with the affected
Federal departments the designation of a single system as the
standard long-range radio navigation system and the formulation
of a schedule on which other long-range systems can be phased
out. It is planning an evaluation of the many different
position -fixing systems used by the Government, to determine
how many are needed to meet all requirements, and how many
might be replaced if a global, high -accuracy navigation
satellite system is deployed.
OTP has begun a review of all the Government's communications satellite programs, with an eye toward identifying
avoidable duplication and assuring that available economies of
scale are exploited. It will initiate a similar review of

computer-communications networks. The assistance of major
Federal departments and agencies will be solicited in both
these reviews, and they are expected to be completed in time
to influence the preparation of the Fiscal Year 1974 Budget.
OTP has begun work with other elements of the Executive
Office of the President to determine the probable future
communications needs of the Executive Office, particularly the
needs for integration with the communications and information
handling systems of the departments and agencies. It is
anticipated that most of these requirements will be established
during Fiscal Year 1973. Based on the results of the requirements survey, OTP plans to determine the technical arrangements
necessary to meet these requirements, including the degree of
compatibility among Federal systems needed to permit the
required exchange of information.

B.

Emergency Preparedness

The purpose of the Emergency Preparedness Program is to
insure that national and Federal communications systems are
fully capable of meeting priority needs under emergency
conditions, including nuclear attack. This is a demanding
task, because of the numerous contingencies that must be provided for--both with respect to the nature and location of the
disruption and with respect to the nature and location of the
services which, in one or another circumstance, it must be
considered vital to restore. Emergency communications plans
and capabilities must comply with three basic principles.
First, maximum dual use of facilities for both emergency and
routine operations. Second, balanced survivability among
communications and the facilities which are supported by
communications. Third, focusing of responsibility to assure
accomplishment.
OTP has completed reviews of those existing and proposed
emergency communications systems which would provide warning
and emergency information to the people of the United States
under conditions of nuclear attack or natural disaster. These
include the Emergency Iroacicast System, the proposed radio
warning system of the Office of Civil Defense, the radio warning
systems of the National Oceanic and Atmospheric idministration,
and the proposed warning capability through the facilities or
private broadcasting. These reviews have resulted in the
1-:ol1owing: (1) Changes in the Emergency Broadcdt System,
• to improve its reliability. (2) Separation of the warning
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function from the Emergency Broadcast System. (3) The selection from among various alternatives of the most promising
approach to a nationwide public warning system. (4) Identification of a need for design of an inexpensive home warning
receiver, a project which the Office of Civil Defense is now
working on. (5) Establishment of an Administration policy
that legislation will not be sought requiring the inclusion
of a warning receiver in every new radio or television set.
OTP is reviewing the policies and procedures under which
critical private line services would be restored by the United
States communications common carriers. Since no system of
pre-set restoration priorities can be satisfactory for all
lemergency conditions, some mechanism must be developed, to
provide for flexible management of national resources when
central control is possible. To this end, OTP has directed
the preparation of a new plan for providing on-the-scene
communications facilities and resource management capabilities
to Federal field teams deployed in areas where a natural
disaster has struck. This Office is also completing a study
of the basic organizational framework for emergency communications management, and has prepared a communications annex
to Federal emergency plans. During Fiscal Year 1973 OTP
expects to complete a plan for effective Federal field organization for communications management under war emergency
conditions.
OTP is concerned with the design features that should be
incorporated in national communications facilities to increase
their resistance to nuclear weapons effects. The principal
nuclear effect now under study is the electromagnetic pulse
from high altitude nuclear detonations. The Office is also
working with the Department of Defense to assure that measures
taken to enhance the survivability of communications links are
consistent with the survivability of the terminal points of the
•
system.

III.

INTERNATIONAL COMMUNICATIONS

A.

Communications Satellites

1.

INTELSAT

Negotiation of Definitive Arr
angements for INTELSAT was
completed in 1971, and they are
expected to take effect
during
1972. They will change the U.S.
role in INTELSAT, in tha
t we
will no longer have a controlling
voice in its governing bod
y,
although we will have substantial
continuing influence in
decision-making; Comsat's assure
d tenure as the contract
manager
of INTELSAT will be limited: to six yea
rs; and several new org
ans
are created which involve direct gov
ernment participation in
organization. These changes giv
the
e added importance to OTP
's
obligation, in conjunction with
the Department of State and
the
FCC, to advise Comsat as our Gov
ernment's representative to
INTELSAT.
2.

Domestic and Regional System
s

The FCC is considering severa
l applications for domestic
satellite systems. Most pro
pose service between the mai
nland
and Hawaii, which is now provided
by INTELSAT. The transitio
n
from INTELSAT services to domest
ic satellite services may
have
a significant impact on the Pacifi
c INTELSAT region. Simila
rly,
the Europeans are planning domestic
and regional systems which
could affect present INTELSAT ser
vices. OTP advice will be
required as to these and other
interfaces between INTELSAT and
domestic and regional systems.
3.

Specialized Satellite Com
munications Services

In this area, the issue is the
institutional structure
within which specialized services wil
l evolve. OTP announced
a policy in January, 1971, providing
guidelines for the establishment of a new structure for int
ernational aeronautical
satellite communication services.
Subsequently, FAA, DOT, and
the Department of State discussed
this matter with the Europe
an
countries (ESRO) and drafted a Mem
orandum of Understanding
defining a joint international progra
m. OTP reviewed the
Memorandum, along with other Executive
agencies, and prepared a
recommendation which was accepted by
the White House.
OTP is
currently engaged in coordinating the
renegotiation of a joint
international program.
With respect to maritime satellite
services, the Coast
Guard, the American Institute for Mer
chant Shipping, and the
Maritime Commission consider that such
services will be requir
ed well
before the end of this decade. OTP
will work with those org
anizations during Fiscal Year 1973 to
insure that maritime req
uirements will be satisfied in the most
efficient manner.
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OTP has already recommended that the aeronautical satellite
program be designed to accommodate future maritime requirements.
4. Broadcast Satellites
Satellite technology is available to initiate direct
broadcasts to the home, but the political problems involved
in the use of broadcast media to cross national boundaries
remain an obstacle to institution of this service. .The UN
is the principal forum in which this matter will be resolved,
and the issue has already been joined. Obviously, proposals
which would prohibit international satellite broadcasts whose
content is not approved by the receiving state raise questions
fundamental to our national principles. In conjunction with
the Department of State, OTP will participate in the intergovernmental groups working in the broadcast satellite area.

B. International Industry Structure and Facilities
The U.S. international communications industry provides vital
communications services for American business, the public, and
national security organizations. The structure and performance
of this industry have been under criticism from Congressional and
other sources for many years, and this criticism has increased
with the advent of the new technology of communication satellites
and the creation of a quasi-governmental corporation (Comsat) to
represent United States interests in the international use
of this technology. As a result of a highly complex and artificial
industry structure (largely the creation of the Government itself),
the traditional problems of rate and investment regulation
are particularly acute in the international field; and because
of divergent incentives there are widely divergent views in
the industry with respect to the best "mix" of international
transmission facilities (i.e., cables and satellites). It
thus becomes necessary for the FCC to rule on competing or
alternative proposals for new facility construction, and to
allocate the traffic among various facilities and carriers.
OTP has examined the present structure of the international
communications industry to identify sources of inefficiency
and duplication, as well as impediments to competition and
rate reduction. Its recommendations will soon be forwarded
to Senator Pastore in response to his request for Administration
views in this area.
In May of 1971, OTP completed a comprehensive study of
international transmission requir=ents and alternative facilities
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estimates. This was forwarded to the FCC, with policy recommendations concerning authorization criteria needed to avoid
inefficient future investment in international transmission
facilities. OTP is presently conducting a similar case study for
the Pacific Basin. It has the same objective of establishing firm
analytic procedures and investment criteria for use in the
authorization process, so that the international carriers and
their foreign counterparts can plan future investments with
reasonable assurance. Implementation of policies concerning
international communications will require continued effort in
future years.

C. International Organization Activities
I. UNESCO
During 1972, UNESCO will convene several meetings to
develop guidelines for use of communication satellites in the
international distribution, and possible international broadcasting, of radio and television programming. OTP has worked
closely with the United States Patent Office, the Department
of State, and the FCC, as well as various interested groups
in the broadcasting industry, to establish and maintain a sound
and consistent U.S. position on standards, codes of conduct, and
Intellectual property rights protection. Because of the expected
developments within UNESCO and, possibly, within the World
Intellectual Properties Organization, these activities are
expected to continue throughout Fiscal 1973.
2. International Teleco=unication Union
The International Telecommunication Union, a specialized
agency of theUnited Nations with 141 member administrations,
maintains and extends international cooperation for the improvement and rational use of telecommunications of all kinds. The
Union uses world conferences of its members to review and
update the international rcguiations needed to assure the
smooth
flow of global radio and telegraph communications. A principal
function is the allocation of radio frequencies among the respective radio services (amateur, broadcasting, fixed,
aeronautical
mobile, communication satellites, etc.). During the past year,
OTP provided guidance for U.S. participation in ITU
activities.
As a result of the combined effort of the Executive
Branch, the
FCC, and industry interests, U.S. objectives in
accovamodating
space communicaLion requircents were achieved at the
World
Administrative Radio Conference on Space Telecommunica
tions.

- 18 OTP has developed in conjunction with the FCC the means of
implementing the decisions of this Conference, as soon as
Senate ratification of the Conference results is obtained.
In 1973, an ITU Plenipotentiary Conference will be
convened to review and update the International Telecommunications Convention. Principal issues involved in U.S.
participation include whether the United States should
advocate changes in the organization or the purposes of the
ITU, and whether a new international communications organization should be formed to cope with policy issues unrelated
to technological cooperation. As part of its preparatory work,
the United States must study these and other questions in
depth and prepare position papers aimed at assuring responsiveness of the ITU to the international telecommunications
requirements of the 1970's and 1980's. OTP is working with
the Department of State on the recommended scope of the
Conference and the general objectives the United States
should seek to attain; it will remain active during Fiscal
Year 1973 in developing and coordinating the U.S. position,
and commenting upon the positions of other countries. Similar
efforts have been begun in preparation for the World Administrative Radio Conference on Maritime Matters scheduled for
1974.

The ITU maintains two major international coordinating
bodies known as the International Consultativr, Committee on
Telegraph and Telephone and the International Consultative
Committee on Radio. These organizations have numerous
technical study groups which examine problems regarding
international standards, practices, system planning, and
rates applicable to the international communications
services. OTP is responsible for coordinating the preparation
of U.S. positions for such activities, particularly those
dealing with technical and operational aspects of radio
frequency spectrum planning, allocation, and use. During
Fiscal Year 1973, activities dealing with the problems of
space technology will be particularly important.

- 19 •

IV.

SPECTRUM PLANS AND POLICIS

There is intense national and international competition for
the use of the radio spectrum for all forms of radio transmissions (radio communications, navigation, broadcasting, radar,
air traffic control, etc.). The Federal Government is the
largest single user of the spectrum, and OTP directs Government
activities related to spectrum management and planning. This
includes cooperating with the FCC to develop plans for the
more effective use of the entire spectrum, for both Government
and non-Government purposes.
Specific tasks involved fall basically within the categories
of allocation and assignment for -particular uses, evaluation
of possible biomedical side effects of electromagnetic radiations,
and planning to meet Government and non-Government national
needs.
In the allocation and assignment area, much progress has
been
made in Fiscal 1972. The results of improved ADP and
engineering
capabilities were applied to direct more effectively the
assignment of frequencies to Government stations (about
120,000 actual
assignments on file). Specific analyses were conducted of
the
interference potential among competing interests for the
same
spectrum resources (e -g-, interference betwen Collision
Avoidance
Systems and Altimeters; malfunctioning CATV systems and Air
Traffic Control services; tropospheric scatter systems and
space
systems) and an interference prediction model for Air Traffic
Control air-ground communications was developed. New
procedures
were developed to assess the potential electromagnetic
compatibility among communications and electronics systems. before
budgetary support is committed; these procedures will greatly
improve Federal planning and budgeting for communications
systems,
and will save both dollar and spectrum resources. Some
8000 MHz of
spectrum, previously reserved for exclusive Government use, was
made
available to the FCC for sharing by non-Government interests.
In
the allocation and assignment area during the coming
Fiscal Year,
OTP plans to continue the development of an
electromagnetic
compatibility analysis capability to realize better efficiency in
Federal use of the spectrum. More engineering analyses are •
projected in such areas as interference between the
Decision
Information Distribution System and power line systems,
interference
prediction with respect to air-ground communications, the
compatibility of Government systems at 7/8 GHz, and the
compatibility of
proposed aeronautical and maritime satellite operations
between
1535 and 1660 MHz. The Office will update the
national emergency
readiness plan for use of the radio spectrum, and will
monitor

- 20 Government agency compliance with the allocations resulting
from ITU Conferences (1967 Maritime WARC and 1971 Space WARC).
A stronger technical base will also be developed for Government
use of the spectrum--standards, monitoring, technical characteristics, receiver improvement, research in the field of
radio wave propagation, and radio noise abatement.
There is some evidence and much apprehension about the
hazards of electromagnetic radiations. With respect to biomedical effects, OTP established during the past year a
coordinated "Program for Assessment of Biological Hazards
of Nonionizing Electromagnetic Radiations." Under this
program, the Office provided guidance to Federal Government
agencies concerning needed research. The program is being
pressed to fruition at the earliest practicable date (a
coordinated five-year effort of some $63 million allocated
among the cognizant agencies of the Government, much of which
is already budgeted).
In the category of spectrum planning, a study was
initiated during Fiscal Year 1972 to develop alternative
methods for allocation of spectrum resources which would
give more accurate weight to all relevant technical, economic,
and social criteria. In cooperation with the FCC, a review
of present frequency allocations and uses was initiated with
a view to reallocation and improved sharing .arrangements
between Government and non-Government uses. Both these
activities will continue in the coming Fiscal Year.
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CONCLUSION
This concludes my explanation of the projects
and
activities undertaken by OTP during Fiscal Year
1972 and
contemplated under the budget estimates you have
before
you. We believe that our plans and
projections serve fully
the mission we have been assigned by the
President and the
Congress.
Despite the length of this presentation, I
am confident
that some matters have not been covered in as
complete detail
as the Subcommittee would find helpful. I
shall be happy
to answer any questions you may have.

STATEMENT BY
CLAY T. WHITEHEAD, DIRECTOR
OFFICE OF TELECOMMUNICATIONS
POLICY
ON
PUBLIC BROADCASTING AUTHOR
IZATIONS

before the

Subcommittee on Communica
tions
Honorable John 0. Pastor
e, Chairman
Committee on Commerce
United States Senate
March 28, 1973

Mr. Chairman, and members of the Subcommittee, I
welcome the opportunity to appear before you today to
discuss the two pending public broadcast authorization
bills, S. 1090 and S. 1228.

Federal funding of public broadcasting presents a
dilemma.

On the one hand there is a need for the govern-

ment to. support public broadcasting.

On the other hand

it should be insulated from government interference.

The

Public Broadcasting Act of 1967 attempted to deal with
this dilemma by creating a system based upon the "bedrock
of localism" and, by creating an institution--the Corporation for Public Broadcasting--to serve the needs of local
stations.
Unquestionably, the Corporation in the few years
of its existence has made important contributions to our
nation's educational and cultural life.

In view of these

achievements and the promise of educational broadcasting
in general, this Administration has demonstrated its
support.

We have sought increased appropriations for

the Corporation, from $5 million in Fiscal Year 1969
to the present $45 million requested in Fiscal Year 1974.
Moreover, the Administration has supported steady increases

-2dcast Facilities
in funding for the Educational Broa
Program.
positive
Nonetheless, despite public broadcasting's
cies.
achievements, there remained serious deficien

The

stations from
purpose of the 1967 Act was to prevent local
ramming of cenever becoming mere conduits for the prog
tralized production sources.

But there was a tendency

CPB and PBS,
toward centralized program decision-making by
its wholly-funded interconnection service.
primarily
Interconnection was viewed by the Congress
not as a means of
as a means of program distribution and
distribuestablishing a fixed-schedule network. But the
system by PBS
tion of programming over the interconnection
-funded "fourth
amounted to precisely the kind of federally
network" which the Congress sought to avoid.

Such a mono-

inimical to the
lithic approach to public broadcasting is
letter and spirit of the Public Broadcasting Act.
ic affairs
Another problem area is the funding of publ
programs.

rams are
Public affairs and current events prog

's contribution
important components of public broadcasting
to the flow of information.

Indeed, this type of program-

broadcaster's responsiming is recognized as part of every
1934.
bilities under the Communications Act of

But there

-3is great concern regarding the use of federal appropriations to produce and disseminate such programming
at the national level.

This is especially true in view

of the tendency to centralize its production in New York
or Washington.

In short, reliance on federal monies to

support public affairs programming is inappropriate and
potentially dangerous.

Robust electronic journalism

cannot flourish when federal funds are used to support
such programming.
All of these problems affecting the structure and
operations of public broadcasting vitally affect the issue
of long-range funding.

It is, of course, possible to amend

the Public Broadcasting Act to convert the system into one
built upon the concept of a centralized network.

The

Congress could then consider long-range funding for such
a system.

But unless and until Congress abandons public

broadcasting as a community centered enterprise, multiyear funding must await the resolution of the present
uncertainties and deficiencies.

The problems facing public

broadcasting in 1973 are quite similar to those that confronted the Congress in 1967.

There is no greater

rationale for large-scale, multi-year funding now than
there was then,

-4ting's
In 1967, the question of public broadcas
role was vigorously debated.

The debate was thorough

the stress on
and resulted in legislation which placed
flow upward
localism--a system in which control would
entities.
from strong local stations to the national
h was the result
The future funding of such a system, whic
te, should be
of much thoughtful and constructive deba
right rather than rapid.
for what it
We must support public broadcasting, both
has accomplished and for its future promise.

This is the

increases in
reason the President is requesting measured
funding for CPB.
specifics
With this as background, let me turn to the
of S. 1090.
too high.

judgment,
First, the level of funding, is in my

budget
When all of the demands of the Federal

$140 million
are considered, it is impossible to devote

-

and 1975.
to public broadcasting in Fiscal Years 1974
discussed are
Second, until the basic problems that I have
funding authoriresolved, the Congress should review the
ion's progress
zations annually and observe the Corporat
in dealing with these problems.
--provides for the
The Administration's bill--S. 1228
ting by extending for
sound development of public broadcas

-5one-year CPB's current authorization.

This one-year

extension would allow for the growth of public broadcasting to proceed soundly while all elements of the
system make progress in resolving the issues under debate.
Continuing the Administration's record of requesting
increased funds for public broadcasting, the authorization
would add $10 million to CPB's current level of funding,
for a total of $45 million.

Unfortunately, CPB did not

receive its full authorization for Fiscal Year 1973.
Recognizing that CPB appropriations were caught up in the
President's veto of the Labor-HEW appropriations, we now
ask for the same increase requested in Fisca3 Year 1973
and regret that it is now one year later.

In addition,

the HEW request for Fiscal Year 1974 funding of the Educational Broadcast Facilities Program will be at a $13 million level, despite severe budgetary pressures affecting
other HEW programs.

Mr. Chairman, I should like to close on a hopeful note
by alluding to the efforts now underway to rationalize and
improve the relationship between CPR and the local stations.
The Corporation must take into account and respond to the
needs of all classes and categories of public broadcasting
stations around the country.

In undertaking these efforts,

-6a fundamental principle must be maintained.

It is that

decentralization of programming activities is the cornerstone of the public broadcasting structure.

Local stations

should play a major role in decision-making in matters of
programming and ultimately must have a realistic choice
available in deciding whether to broadcast any CPB-supported
or distributed programs.

But this cannot be accomplished

if the role of the local station is limited to some form
of representation in national entities that make program
decisions.
The best way to proceed is to implement the plan of
the Public Broadcasting Act and its rejection of use of
interconnection facilities for fixed-schedule networking.
This would give local stations the autonomy and authority
for complete control over their program schedules.

In

particular, it would be unfortunate if we were to have a
centralized bureaucracy through which the Corporation would
have to deal with the stations.

The goal should be to

create an environment in which the Corporation works
directly with all the stations and seeks at all times to
preserve their independence and autonomy.

STATEMENT BY
CLAY T. WHITEHEAD, DIRECTOR
OFFICE OF TELECOMMUNICATIONS POLICY

BEFORE THE
Subcommittee on Treasury, Post Office
and General Government
The Honorable Tom Steed, Chairman
House of Representatives

April 10, 1973

STATEMENT BY
CLAY T. WHITEHEAD
DIRECTOR, OFFICE OF TELECOMMUNICATIO
NS POLICY
Mr. Chairman and members of the
Subcommittee,
I appreciate the opportunity to disc
uss with you
the budget requests of the Office of
Telecommunications Policy (OTP) for fiscal year
1974. I believe
you have our Budget Estimates for
the upcoming fiscal
year. With your permission, I woul
d like to submit
for the record a more detailed stat
1972-1973 Activities and Programs ement of the
for our Office.
Before discussing our budget requ
ests, I should
point out that the past year has been
one of great
activity for OTP. Briefly, I woul
d like to highlight
some of these areas.
In the broadcasting area, we
have developed
legislative proposals for the
modification of license
renewal policies and procedures, the
need for which
we discussed during last year's hearings.
We have
proposed legislation for increased
fund
ing
for
the
Corporation for Public Broa
dcasting. In addition, OTP
completed its study of network
practices in prime
time television rerun programming, and
has forwarded
this report to the President and to the
Federal
Communications Commission.
In the area of cable television, the Pres
ident's
Cabinet Committee Report on Cable Tele
vision, which I
chair, is nearing completion of its stud
y. This final
report will propose long-range policy to
guide cable's
future development.
Government communications is anot
her significant
area of OTP's concern. Last year, various problems
in
the Emergency Broadcast System and emergency warning
procedures were resolved. Also reso
lved was the
controversy of the FTS/AUTOVON merger.
In addition,
in the field of emergency public safety communications,
OTP issued a policy on nationwide implementation of the
"911" emergency telephone number.
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In other areas, we have reviewed the structure
of the U.S. international communications industry and
have submitted a policy to the Congress, which would
enhance industry performance through improved economic
and regulatory incentives within the industry structure.
Mr. Chairman, these are just a few areas with
which we have concerned ourselves over the past year.
In addition, there are many activities of a continuing
nature and we expect more results in the coming year.
Let me now turn to our budget requests.
For fiscal year 1974, OTP has requested
$3,270,000. This represents an increase of $270,000
over the fiscal year 1973 appropriation of $3,000,000.
This is due largely to our request for $1,200,000 for
outside research and studies contracts, an increase of
$175,000 over last year. As I indicated last year, we
do not intend OTP to become yet another overly-large
bureaucracy. Indeed, consistent with the President's
desire to reduce the size of the Executive Office, we
expect to reduce our full time permanent staff to
52 by the end of fiscal year 1974, a reduction of 20%
from the authorized level of the current fiscal year.
Despite this planned reduction, we find it
necessary to request an increase of $41,000 Over the
$1,432,000 for personnel compensation in fiscal year 1973.
This projected increase is a result of two factors.
First, fiscal year 1974 estimates include provisions for
increased overtime and for the normal within grade pay
increases; and, second, there are additional costs
associated with phasing down our personnel to the level
of 52 by the end of the fiscal year. Average employment
in man years is actually larger in fiscal year 1974 than
in 1973. With appropriate changes in our operational
plans, I am confident we can fulfill our responsibilities
with a reduced staff.
I am prepared to discuss these and other matters
with the Subcommittee, and I particularly welcome the
opportunity to discuss these matters with the new
members of the Subcoirnitcee and familiariy.e them with
the programs and policies of our Office.

STATEMENT BY

CLAY T. WHITEHEAD, DIRECTOR
OFFICE OF TELECOMMUNICATIONS POLIC
Y

before the

Subcommittee on Communications and
Power
Honorable Torbert H. Macdonald, Chairman
Committee on Interstate and Foreign Commerce
U.S. House of Representatives

April 17, 1973

Mr. Chairman and members of the Subcommittee,
I welcome
the opportunity to come here today to
discuss the various
license renewal bills which have been
introduced to amend
the Communications Act of 1934.

When the basic structure for the American
system of broadcasting was created in the 1920's and 1930
's, it was
decided that this system should reflect the
institutional
values and traditions of this country.

The structure,

therefore, was built on the twin concepts
of individual
responsibility and localism --

concepts essential

to all social and economic institutions,
including the
media for mass communications.

Built into this broadcast system
structure, however, was
another important element, which
clearly distinguishes
broadcasting from the other outlets
for expression in this
country. Unlike these other media,
the broadcast media
are federally licensed to preclude
property rights in the
radio frequency spectrum and to prevent
interference among
broadcast signals. This fundamental deci
sion was made by
the Congress in the Radio Act of 1927
and again in the
Communications Act of 1934.

This licensing system presents
the Government with a
unique
dilemma. On the one hand, the Act
requires the Federal

-2Communications Commission to grant applic
ations for
broadcast licenses if the public interest,
convenience,
and necessity are served thereby.

This necessarily means

that the Commission will have to pass
judgment in some way
on the totality of the broadcaster's servic
e, an important
component of which is the broadcaster'
s programming.

On

the other hand, however, the broadcast
media should have
the full protection of the First Amendment.

This dilemma requires a delicate balancing
act on the part
of the Government which must be performed within the
license renewal process.

The FCC and the courts have

wrestled with this dilemma in licensing contin
ually since 1934.
And as broadcasting has become increasingly powerf
ul and important
as a medium of expression and information in our society, the pressures on the licensing system have intensified.

The manner in which renewals are treated goes to the heart
of the Government's relationship to broadcasting.

The pro-

cedures and criteria governing the license renewal process
have a profound effect on the daily operations of licensees
and the way in which they determine their public interest
responsibilities.

Considering the power of broadcasting

in our society today, these procedures and criteria potentially
could have a stifling effect on the free flow of information
and ideas to the public.
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Current procedures in the license renewal syste
m -- and
the trends in broadcast regulation generally
over the last
decade -- raise the possibility of an unnec
essary and
unhealthy erosion in First Amendment right
s in broadcasting.

This could happen if broadcasters,
affected by

the uncertainty and instability of their business,
seek
economic safety by rendering the type of program
service
that will most nearly assure renewal of their licen
se;
and that license is, after all, the right to funct
ion as
a medium of expression.

If the Government sets detailed

performance criteria to be applied at renew
al time, the
result could be that the Government's criteria,
instead
of the local community's needs and interests, would
become the touchstone for measuring the broad
caster's
public interest performance.

Stability in broadcast

licensing is, therefore, an important goal of
public policy.

Counterbalancing the goal of stability
in the license renewal
process, however, is the prohibition in the
Communications
Act against anyone acquiring a property right in
the broadcast license.

The public has access to the broad
cast media

only through the broadcaster's transmitter,
unlike their
access to printing presses and the mails.

The First

Amendment rights of those who do not own broad
cast stations

-4thus must also be recognized, along with society's
interest in a diversity of information and ideas.

The

Government has an affirmative duty under the Communications Act and the First Amendment, therefore, to foster
competition in broadcasting.

So the spur of competition

and the threat of non -renewal also are indispensable components of the renewal process.

These are lofty and complex considerations.

There is

room for differing viewson the priorities and about the
proper balance to be struck.

This Administration is con-

vinced, however, that the issues at stake warrant widespread public awareness and debate.
run political differences.

They transcend short-

The age of electronic mass

media is upon us; the decisions the Congress makes on
license renewal and on other broadcasting and cable matters
it will face in the next few years will have a major
effect on the flow of information and expression in our
society for the rest of this century.

I would now like to address myself, briefly, to the provisions of H.R. 5546 -- the Administration's license renewal
bill.

H.R. 5546 would, if enacted, make four major changes with
respect to present practice and procedures in the license
renewal process: (1) it extends the term of broadcast

-5licenses from three to five years; (2) it eliminates
the requirement for a mandatory comparative hearing for
every competing application filed for the same broadcast
service; (3) it prohibits any restructuring of the broadcasting industry through the renewal process; and (4) it
prohibits the FCC from using predetermined categories,
quotas, formats and guidelines for evaluating the programming performance of the license renewal applicant.

Mr. Chairman, my letter to the Speaker of the House
transmitting the Administration's proposed bill sets
forth in detail the reasoning behind each of our proposals.

With your permission, I would like to insert

that letter into the record at this point and discuss
briefly the four changes we propose.

1.

Longer License Term

The first change in the Act made by the Administration's
• bill would extend broadcast license terms from three to
five years.

In 1934, when the Communications Act was enacted, a threeyear term was a reasonable precaution in dealing with a
new industry.

All other transmission licenses are issued

for five years, however, and a five-year term would seem

-6more in keeping with the present maturity of the industry
and the modern complexities of broadcasting.

An increased license term would strengthen the First
Amendment rights of both broadcasters and the public.
It would reduce the opportunity for government interference and the disruption that more frequent, often
capricious, challenges can have on the free and unfettered flow of information.

2.

Comparative Hearing Procedures

The second change would eliminate the present requirement
for an automatic, lengthy, and costly comparative hearing
whenever a competing application is filed for the same
broadcast license.

The FCC would be able to exercise its

independent judgment as to whether a compara
tive hearing is
necessary.

In the initial stage, the renewal challenger

would bear the burden of demonstrating that the renewal
applicant has not met the criteria of the Act;
a hearing
would be required only if the Commission had cause to
believe that the broadcaster's performance might not
warrant renewal.

It is important to remember that at stake in a comparative
hearing is not only the incumbent's license, but also his
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right to do business as a private enterprise medium of
expression.

The incumbent, therefore, should not be

deprived of the right to stay in business unless clear
and sound reasons of public policy demand such action.
This change would afford the licensee a measure of stability
and some necessary procedural protections.

Nothing in this second change would affect the ability of
community groups to file petitions to deny license renewal
applications.

Many of these petitions have in the past

served the important purpose of bringing the licensees'
performance up to the public interest standard and driving
home to broadcasters the interests of the communities
they serve.

3.

Prohibition Against Restructuring Through the
Renewal Process

The third change is designed to preclude the FCC from
any restructuring of the broadcasting industry through

I

-8the license renewal process.

Presently, the Commission

can implement policy relating to industry structure
such as a policy restricting newspaper ownership of
broadcast stations -- through the criteria it uses to
decide individual renewal challenges.

This allows for

the restructuring of the broadcasting industry in a
haphazard and inconsistent manner.

This change would prohibit the FCC from using against
the applicant at renewal time any of its policies that
were not reduced to rules.

If the FCC wished to impose

or change industry-wide policies affecting broadcast
ownership or operation, it would have to use its general
rulemaking procedures.

Besides preventing arbitrary

action against individual broadcasters, this has the
benefit of assuring that the entire broadcasting
industry and all interested members of the public would
have full opportunity to participate in the proceeding
before the rule was adopted.

By securing important procedural protections for licensees,
this change recognizes more fully the First Amendment
rights of broadcasters to be free of unpredictable,
disruptive Government interference.

It also recognizes

the public's important right to full participation in any
restructuring of such an important medium of

)cpression.
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4.

Clarification of the Public Interest Standard and

Prohibition Against Use of Predetermined Performance Criteria
The Communications Act of 1934 does not anywhere define what
constitutes the "public interest, convenience and necessity,"
and in the intervening years this standard has come to mean
all things to all people.

To delegate important and sweeping

powers over broadcasting to an administrative agency without
any more specific guidelines as to their application than the
"public interest" is to risk arbitrary, unpredictable everincreasing regulation.

The FCC has been under pressure to reduce the arbitrariness
inherent in this vague standard and establish ever more
specific criteria and guidelines.

Presently pending before

the FCC in Docket Number 19154 is a proposal to establish
quotas in certain program categories as representing a prima
facie showing of "substantial service."

These quotas would

be used in the evaluation of a television applicant's program
performance in the context of a comparative renewal hearing.

While the Administration recognizes the necessity for a
clarification of the FCC's public interest mandate, this
clarification should not risk an abridgement of the First
Amendment rights of broadcasters and the public.
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Our bill is designed to balance this need for clarification
of the public interest standard--and the reduction of the
potential for arbitrary and intrusive regulation--with the
mandates of the First Amendment.

It would stipulate that

in addition to compliance with the requirements of the
Communications Act of 1934 and the FCC rules when evaluating
a licensee's performance under the public interest standard,
the FCC could apply only the following two criteria:
(1)

the broadcaster must be substantially attuned to

community needs and interests, and respond to those needs
and interests in his programming--this is known as the
ascertainment obligation; and (2) the broadcaster must provide
reasonable opportunity for discussion of conflicting views
on public issues--this is known as the fairness obligation.
The FCC would be prohibited from considering any predetermined
performance criteria, categories, quotas, percentages, formats,
or other such guidelines of general applicability with respect
to the licensee's broadcast programming.

These two criteria represent a distillation, as stated by
the FCC and the courts, of what the most important
aspects of the public interest standard mean in the
context of license renewals.

They do not add anything

new to the broadcaster's responsibilities and have routinely
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been applied to licensees in the past.

However, in addition

to these obligations, the FCC (often at the urging of the courts)
has been imposing other less certain and less predictable
obligations on licensees under the vague "public interest"
mandate.

This fourth change in the Administration's bill is also
designed to halt the FCC's movement toward quantification of
the public interest.

The pending FCC Docket 19154 extends the

trend to establish ever more specific programming guidelines
as criteria for renewal, and indeed it seems that nothing
short of Congressional action can stop it.

The statutory scheme for broadcasting envisions the local
broadcaster exercising his own independent judgments as to the
proper mix and timing of programming for his local community.
The FCC's proposed predetermined program quotas and categories
further substitute the Government's judgment for that of the
local
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licensee.

Instead of reflecting a public trust, the broad-

cast license would be a Government contract with the programming designed in accordance with the specified quotas
and categories of the Government.

Mr. Chairman, I would now like to address myself briefly to
some of the concerns that have been raised during these
hearings and in the press concerning the Administration's bill.

First, some critics have argued that if the Administration
feels that the current "public interest" standard is too
vague and too sweeping, it should support the enactment by
Congress or the FCC of specific program standards such as
those proposed by the Commission in Docket 19154.
criticism seriously confuses the issues.

Such

Stability in

licensing is, as I have already discussed, an important ingredient in securing First Amendment freedoms in broadcasting.
But the ultimate stability of specific and detailed program
categories and percentages set by the Government is grossly
incompatible with the letter and the spirit of the First
Amendment.

The First Amendment expressly prohibits the Congress from
abridging the freedom of speech and of the press.

Yet when

the FCC, as an arm of the Congress, begins determining what is
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or what is not good programming and what programming is
required in order to be permitted to stay in business,
surely this threatens nothing less than abridgment of
important First Amendment rights.

The FCC's proposal in Docket Number 19154 would intrude the
Government into the content, extent, and even timing, of the
broadcaster's programming.

Moreover, even if such intrusions

are disregarded for the purpose of affording licensees some
certainty at renewal time, the FCC's proposal appears to be
illusory.

As Chairman Burch stated before this Subcommittee,

"Quality is what we are after rather than number."

Nor, I

might add, would there be any assurance that the standards
would not be expanded over time.

The second concern centers on the bill's "good faith effort"
criterion for evaluating the broadcaster's responsiveness
to the needs, interests, problems, and issues he ascertains
in his community.

This "good faith" standard, along with

the fairness obligation, would further elaborate on the
present "public interest, convenience, and necessity"
standard used by the Commission at renewal time.
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This "good faith" standard is an important elaboration of the
present vague "public interest" mandate.

It is the standard

the FCC usually uses to describe the essential responsibility
of the licensee, namely to make good faith judgments as to how
to meet his community's needs and interests.

It also appears

in the FCC's 1960 Programming Policy Statement and is reprinted
from this statement in an attachment on the renewal form.
Moreover, the standard is used successfully in other areas
of the law where the Government seeks to strengthen incentives
for cooperation by private parties without directing the actual
outcome of such cooperation.

The most important point about the good faith standard is that,
in the context of FCC review of broadcaster performance,
"good faith" is an objective standard of reasonableness and
not a subjective standard relating to the broadcaster's
intent or state of mind.

It makes clear the intent of Congress

that the FCC is to focus on the community's definition of its
needs and interests in programming rather than imposing on
the broadcaster and the community the Commission's own judgments
about what is good programming.

Under the "good faith effort" test, the FCC would still have
to make judgments about broadcaster performance, but
those judgments would be more neutral as to program content.

Moreover, the courts would have less amorphous issues, with
more direct relationship to relevant constitutional
considerations in considering appeals from FCC actions.

The third concern is directed toward the Administration's
supposed "backtracking" on the Fairness Doctrine.

The

supposed evidence from this "backtracking" is the inclusion
of the Fairness Doctrine as one of the renewal criteria under
our bill.

The licensee's fairness obligation in Section 315(a) of the
Communications Act to present representative community views on
controversial issues is a long-standing requirement, upheld in
the Supreme Court's Red Lion decision, and an established
practice of the Commission.

It is an unfortunate, but for the

time being necessary, protection of the free speech rights of
those who do not own broadcast stations and of the broader
interest of the public to a diverse flow of information and
ideas.

The Administration has supported the enforcement of this
fairness obligation as long as it is done principally on an
overall basis at renewal time.

What we have not supported

is the Commission's present approach of enforcing this
obligation on an issue-by-issue, case-by-case basis.

It is

-16this enforcement process that has come to be known commonl
y
as the Fairness Doctrine and has become so chaotic
and
confused.

The renewal criterion in our bill is not the Fairnes
s Doctrine,
as that term has been used to indicate issue-by-issue
enforcement.

Rather it is the fairness obligation:

the unchanged,

long-standing requirement of the licensee in Section
315(a)
of the Act to "afford a reasonable opportunity for the
presentation of conflicting points of view on controv
ersial
issues of public importance."

Its inclusion in the renewal

standards would serve as an expression of Congressional intent
as to the preferred method for its enforcement.

A fourth concern is the one voiced by most of the representatives
of the minority groups that have appeared before your Committee.
They are concerned that the Administration's bill would effectively
cut off the rights of minority groups to challenge the actions
of incumbent licensees on their community responsibilities in
such areas as minority hiring and minority programming.

It is true that competing applications based on frivolous or
unproven grounds would be more easily rejected.

But responsible

competing applications based on real evidence of the incumbent
licensee's abrogation of his public trust are in no way penalized
and would still have the benefit of a thorough public hearing.

-17-

Indeed, with the explicit language of the ascertainment criterion
we propose, the focus of the hearings would be shifted to the
community's concerns in each case, away from legalistic
conformance to uniform FCC percentages.

Moreover, the Administration bill does not change the existing
procedures for petitions to deny, the tool that has been the
traditional and most useful recourse of the minority groups;
it will still be available to them intact.

I should also point

out that the extension of the license term is not going to put
licensees out of the reach of their local communities or the
FCC for the five-year term.

Community groups may still file

complaints at any time, and the FCC would still have ample
interim tools available to it -- such as short-term renewals,
license revocations, suspensions, and forfeitures -- to protect
the public interest.

Finally, Mr. Chairman, I would like to address the concerns
that have been voiced during these hearings and elsewhere
about my remarks in a speech in Indianapolis last December 18.
There apparently is some puzzlement over the relationship
between our bill and that speech, in which I announced our
intention to submit license renewal legislation.

There also

has been concern about the motives behind our bill.
like to set the record straight.

I would

-18-

The central thrust of my Indianapolis speech was that
broadcast licensees have not, by and large, been doing an
adequate job of listening to their communities and correcting
faults in the broadcasting system--faults that are not, and
should not, be dealt with through use of government power.
Important First Amendment freedoms were secured to broadcast
licensees under the Communications Act of 1934.

And with these

freedoms came important responsibilities for licensees to ensure
that the people's right to know is being adequately and fully
served.

As has so often been pointed out in Congressional

hearings over recent years, the licensees have not, unfortunately,
always met these responsibilities--in part because it is easier
to let Government define the limits of those responsibilities.

My speech was intended to remind broadcasters and the public
that such attention takes on even more importance if governmental
controls are to be reduced, as we have proposed.

The speech

and the bill are related--but not in the way portrayed in
the press coverage of my speech.

The relationship between

the proposed bill and my speech is no more than the relationship between freedom and responsibility we find everywhere
in our society.

This Office has steadily promoted the

cause of less rather than more regulation of broadcasting.
But the public and the Congress should not think of increasing
the freedom in broadcasting by easing government controls

-19without also expecting some indication
that voluntary exercise
of responsibility by broadcasters can oper
ate as an effective
substitute for such controls.

The core issue is:

Who should be responsible for
assuring

that the people's right to know is serv
ed, and where should
the initiative come from -- the governme
nt or the broadcasters.
The speech focused on the three TV netw
orks as the most powerful
elements in the broadcast industry
and asked how this concentration of power was to be effectively
balanced. Some, who now
profess to fight for broadcasters'
freedom, would rely on
regulatory remedies such as increase
d program category
restrictions, burdening the broa
dcaster and the audience with
the clutter of counter-advertising, bann
ing ads in children's
programs, ill-defined restrictions on
violence, and the like.

Anyone who has followed OTP policy pronounc
ements knows that
we reject this regulatory approach.

We have always felt that

the initiative should come from within broa
dcasting.

The broadcaster should take the initiative
in fostering a
healthy give-and-take on important issues,
because that is
the essence of editorial responsibility in
informing the
public.

That does not mean constricting the rang
e of informa-

tion and views available on television.
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The public has little recourse to correct deficiencies in
the system, except urging more detailed government regulation.
The only way broadcasters can control the growth of such
regulation is to make more effective the voluntary checks
and balances inherent in our broadcast system.

Some broadcasters, including network executives, have claimed
they believe the Administration bill to be a good one, but
only if clearly separated from the speech in which it was
announced.

But freedom cannot be separated from responsibility.

Some observers profess to see in our bill a conspiracy to
deprive broadcasters of their First Amendment freedoms.
But, clearly, it is others, not this Administration, that
are calling for more and more government controls over
broadcasting.

Many newspaper editors and columnists have opposed the Administration bill, preferring apparently to keep the current panoply of
government control over broadcasting.

Freedom from government

-21-

regulation for part of the printed press, but not for the
electronic press escapes reason, especially when many of
those who wish to expand government controls over broadcasting
would also see these controls as the precedent for similar
controls over the print media.

Other critics, I fear, do not wish to diminish the government's
power to control broadcast content.

They seem quite willing to

create and use powerful tools of government censorship to advance
their purposes and their view of what is good for the public
to see and hear.

We disagree.

The danger to free expression

is the existence of the legal tools for censorship.

We are

proposing actions to begin to take those tools from the hands
%

of government.

The Administration bill is designed to strengthen the First
Amendment freedoms of broadcasters.

All four changes promote

the cause of less -- rather than more -- government regulation
and substitute, as much as possible, the voluntary exercise
of responsibility by broadcasters for the often heavy hand
of government.

I challenge anyone to find in our bill any

increase in government power over the media.

In my judgment, Mr. Chairman, the Administration bill is
not only the most comprehensive of the many bills before
you; it also represents the best attempt at balancing the

-22-

competing statutory goals of the Communications Act.

The

dilemma the Government faces in regard to the regulation
of broadcasting is by no means insoluble.

And our bill

is a step in the direction towards a solution--a solution
which means less Government control and more reliance on the
licensee's individual initiatives.

We are asking the Congress

to reduce controls not because broadcasting is perfect, but
because its problems should be corrected by the broadcasters
and their employees, rather than by government action.

Indeed

this was the intent of Congress from the very beginning as
embodied in the Communications Act.

And it is time for

Congress now to take an important step towards furthering
these long-standing statutory goals.

In your opening statement, Mr. Chairman, you indicated that
it was the intention of the Subcommittee to make as complete
a record as possible of the many viewpoints and interests
affected by the proposed license renewal legislation.

You

and your Subcommittee are to be commended for focusing attention
and debate on these issues, and I welcome the opportunity
to add the Administration's comments to this important record.

OEP 730798
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Committee on Interstate and Foreign Commerce
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June 12, 1973

Mr. Chairman and members of the Subcommittee, I welcome
the opportunity to appear before you today to discuss the
proposed authorization for public broadcasting.

As you know, OTP supports the principle of long-range
financing and acknowledges the inadequacy of current funding
arrangements for public broadcasting.

We have, nevertheless,

taken the position that long-range funding cannot be
undertaken before there exists a greater proximity
between the goals of the 1967 Public Broadcasting Act
and the public broadcasting system's present structure
and operation.

Appearing before this Subcommittee in February
of 1972,
I attempted to outline the areas in which the public
broadcasting legislation and public broadcasting operation
had gone their separate ways.

I noted at that time that lack of CPB financial support
for station operations seriously undermined the autonomy
of local stations, the keystone of public broadcasting;
that a fixed-schedule, real-time network was coming to

-
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pass, despite the plain meaning of the 1967 Act; that
homogeneity through centralized program centers and mass
audience techniques existed where the Act called for
diversity; that public broadcasting too often failed in
striking a reasonable balance between local and national
programming, and among cultural, entertainment, informational
,
and instructive programs.

Now this is not to say that public broadcasting did not
have many substantial achievements.

Along with the

achievements there has been continued support from the
Administration in the form of requests for appropriation
from $5 million in 1969 to $45 million in 1974.

I think

this demonstrates a real recognition of the achievements
of public broadcasting, and demonstrates the falsity of
the charge that we are trying to dismantle the system.
We must recognize, however, that public broadcasting is
meant to be more than a government-funded, high-class
variation on the commercial network theme.

Therefore,

we have taken the position that, until there is wholehearted compliance with the policies of the 1967 Act and
the future directions for public broadcasting are clear,
the Congress should not be expected to adopt a plan of
long-range insulated funding.

Permit me then, against such a background to turn to
the CPB-PBS agreement, which has dealt with some of these
concerns, and which, I am delighted to say, has made
progress in some areas.

For example, OTP had called for

a graduated distribution formula to assure local stations
of financial support for their local operations.

The

CPB-PBS compromise ipcorporates this proposal, and
strengthens the autonomy and independence of local public
television stations by permitting local stations to
share CPB funds on a proportion which increases as the level
of Federal funding increases.

The consultative process created by the Agreement may not
be the final answer to the problem of local station
participation in program decision making, but it does
remove some of the obstacles and inspires confidence that
CPB and the local stations can work together in finding
an equitable solution.

Yet the strength of local stations

in a public broadcast system of checks and balances will
not be felt until the stations have realistic programming
alternatives to the programs fed by the national network.
We shall continue to work toward that goal.

Similarly, th Ag
e
reement's appr
oach to the
interconnectio
problem is a po
n
sitive step in
attempting to
minimize the
dangers of a
fixed-schedule,
real-time ne
twork, alth
ough
there remain qu
estions which
only time an
d experience
can answer. Wh
atever your
opinion of th
e CPB-PBS
compromise,
several major
areas require
watchful wait
ing; indeed,
if the compromise
itself calls
for quarterly
review by
the Partnership
Revi,ew Commit
tee, is it no
t appropriate
for Congress to
review that
partnership in
an authorizat
hearing one ye
ion
ar from now?

But there are ad
ditional reas
ons why a on
e year author
ization
would be appropri
ate at this
time. The fu
ture of public
broadcasting is
still left
somewhat'uncer
tain by this
compromise. It
is only re
alistic to ad
opt a wait an
d
see attitude when
faced with
something whic
h promises to
do so much in so
vast an en
terprise as pu
blic broadcas
ting.
It was appropriat
e in 1967 wh
en Congress wr
ote the Publ
Broadcasting
ic
Act; it is
appropriate no
w. Indeed,
it is
not inappropriate
- to recall
that the one
time Congress
did provide multiyear author
izations, publ
ic broadcas
ting
moved to centrali
zed program
production an
d fixed -sch
edule
networking, th
e two major
causes of our
present di
fficulties

M
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Although the CPB-PBS agreement represents a step forward
in dealing with such problems, the new PBS must use caution
or else it could itself become a centralized bureaucracy,
unresponsive to the needs of its members and forcing them
to remit a portion of their grants from CPB to finance
PBS operations.

Further, still unresolved is the question of journalistic
public affairs programming on a taxpayer-supported broadcasting
system.

While the Agreement's plan to monitor objectivity

and balance in programming is a good faith effort to deal
with the problem, it is still fraught with danger.

If Federal funds are used to produce controversial public
affairs programming without strong assurances of the
objectivity and balance called for in the 1967 Act, the
government has abdicated its responsibility to see that
public broadcasting is used for all citizens.

If the

government itself oversees the balance and objectivity,
it by that very fact has a chilling effect on vigorous
broadcast journalism.

It is a dilemma inseparable from

government-funded news and information programming.

-.M

With this background, let me turn to
the specifics of
H.R. 2742 and H.R. 5045, which are iden
tical, as well as
S. 1090, which was passed by the Senate
and referred to
the House. First, the level of funding
in these bills
is too high. When L:1 other demands in
the federal budget
are considered, it is unfortunately not
possible to devote
$340 million to public broadcasting
for Fiscal Years 1974,
1975, 1976 and 1977 (H.R. 2742; H.R.
5045), or $130 million
for Fiscal Years 1974 and 1975.

Appropriations at this level would
represent an extraordinary
increase in the rate of funding.
Moreover, until the basic
problems underlying public broadcasting
are resolved, and until
the CPB-PBS Agreement can be assessed in
its operation
over a year, the Congress should review
the funding
authorization next year and observe the
Corporation's
progress in its new partnership role with
PBS.

t
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The Administration's bill, H.R. 4560, provides for the
healthy development of public broadcasting by extending
for one year and by significantly increasing CPB's
current authorization.

This period would allow public

broadcasting a real test under its new agreement and
allow Congress time for evaluation.

The Administration's

bill requests $10 million increased funding for public
broadcasting, for a total of $45 million.

In addition,

the HEW request for Fiscal Year 1974 funding of the
Educational Broadcast Facilities Program will be at
a $13 million level, even though other HEW programs are
feeling severe budgetary pressures.

Mr. Chairman, Dr. Killian has referred to the CPB-PBS
compromise as beginning a new era in public broadcasting.

I

have noted necessary reservations to certain provisions of
that Agreement, but I should like to say for the record that
public broadcasting has demonstrated real progress in
getting its house in order.

The time is now right for

the Administration, the Congress and the CPB Task Force
on Long -Range Funding to renew our joint efforts at
achieving a meaningful, long-range funding program for
public broadcasting.

We hope that with all of us facing up

to the problems there can be a more constructive mood among
government, CPB, and the local educational stations.

e
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CLAY T. WHITEHEAD
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Y
Mr. Chairman and members of the Subcommittee,
I appreciate the opportunity to discuss with
you the
budget requests of the Office of Telec
ommunications
Policy (OTP) for fiscal year 1974. I belie
ve you
have our Budget Estimates for the upcoming fisca
l
year. With your permission, I would like
to submit
for the record a more detailed statement of
the
1972-1973 Activities and Programs for
our Office.
Before discussing our budget requests,
I should
point out that the past year has been one of great
activity for OTP. Briefly, I would like
to highlight
some of these areas.
In the broadcasting area, we have developed
legislative proposals for the modif
ication of license
renewal policies and procedures. We have proposed
legislation for increased funding
for the Corporation
for Public Broadcasting. In addition, OTP completed
its study of network practices in prime time television
rerun programming, and has forwarded this report to
the President and to the Federal Communications
Commission.
In the area of cable television, the President's
Cabinet Committee Report on Cable Television which
,
I
thair, is nearing completion of its study
. This final
report will propose long-range policy to
guide cable's
future development.
Government communications is
another significant
area of OTP's concern. Last year, various problems in
the Emergency Broadcast System and emergency warning
procedures were resolved. Also resol
ved was the
controversy of the FTS/AUTOVON merger.
In addition,
in the field of emergency public safety communications,
OTP issued a policy on nationwide implementation of the
"911" emergency telephone number.

S .
a
s
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In other areas, we have reviewed the structure
of the U.S. international communications industry and
have submitted a policy to the Congress, which would
enhance industry performance through improved economic
and regulatory incentives. within the industry structure.
Mr. Chairman, these are just a few areas with
have concerned ourselves over the past year.
we
which
In addition, there are many activities of a continuing
nature and we expect more results in the coming year.
Let me now turn to our budget requests.
For fiscal year 1974, OTP has requested
$3,270,000. This represents an increase of $270,000
over the fisca3 .year 1973 appropriation of $3,000,000.
This is due largely to our request for $1,200,000 for
outside research and studies contracts, an increase of
$175,000 over last year. As I indicated last year, we
do not intend OTP to become yet another overly-large
bureaucracy. Indeed, consistent with the President's
desire to reduce the size of the Executive Office, we
expect to reduce our full time permanent staff to
52 by the end of fiscal year 1974, a reduction of 20%
from the authorized level of the current fiscal year.
•

Despite this planned reduction, we find it
necessary to request an increase of $41,000 over the
$1,432,000 for personnel compensation#in fiscal year 1973.
This projected increase is a result of two factors.
First, fiscal year 1974 estimates include provisions for
increased overtime and for the normal within grade pay
increases; and, second, there are additional costs
associated with phasing down our personnel to the level
of 52 by the end of the fiscal year. Average employment
in man years is actually larger in fiscal_year 1974 than
in 1973. With appropriate changes in our operational
plans, I am confident we can fulfill our responsibilities
with a reduced staff.
I am prepared to discuss these and other matters
with the Subcopmittee, and I particularly welcome the
opportunity to discuss these matter's with the new
members of the Subcommiteee and familiarize them with
the programs and policies of our Office.

FOREWORD

Calendar 1972 was i-he second full year of operation
of the Office of Telecommunications Policy. The
following report summarizes the principal activities
of the Office in the four broad areas of its concern,
and sets forth the principal programs contemplated
during the present year. Omitted are those activities
related to internal organization and management, and
also to routine operations, such as review of legislation referred for comment by the Office of Management
and Budget.
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I.

DOMESTIC COMMUNICATIONS

A.

Common Carrier Communications

Common carrier communications is for the most part
a monopoly public utility service provided by the Bell
System and independent telephone companies. The performance of the industry has come under increasing criticism
in recent years, and it has been proposed that various
segments of common carrier operations be opened to competition. In response to such proposals the carriers
have asserted that the benefits of economy of scale and
operational integrity derived from integrated ownership
and operation far outweigh any potential customer benefits
from competition.
OTP has initiated several investigations into these
questions. The ultimate aims of these studies are, first,
to develop recommendations as to which aspects of common
carrier operation can safely be opened to increased competition, and which should remain under integrated control;
and, second, to determine the regulatory principles and
practices best designed to ensure that noncompetitive
operations remain efficient and innovative.
Principal studies and findings to date include the
following:
1.

Domestic Satellite Communications

OTP has consistently found that there are insufficient
economies of scale in domestic satellite communications to
warrant government restriction of competition. It therefore
recommended to the FCC that any technically and financially
qualified applicant be allowed to establish ,.and operate
satellite systems on a competitive basis, and participated
in the FCC hearings on this subject. Subsequently, the
FCC adopted what .is essentially an open entry policy
with respect to the provision of communications services
via domestic satellites.
'2'.

Specialized CoMmunications Carriers'

The entry of new communications carriers offering
"specialized" services (generally any services other than
public telephone, e.g. data, private line, video interconnection) in competition with the existing telephone
carriers was. approved in principle by the FCC,.

-2but a number of issues which could determine the practical
feasibility of competitive entry were left unresolved-such as the allowable monopoly pricing response and interconnection constraints.
To assess the implications of these issues for longrange public policy, OTP initiated three major programs.
First, OTP undertook a major study to identify and
quantify scale economies in the provision of all significant voice, data, and video common carrier servies by
individual functional areas (i.e., long-haul transmission,
toll switching, local distribution, terminal supply, and
general provision of service). This is necessary in order
to decide where m-nopoly should be protected from competition or is inevitable, from where it is not. OTP also
explored various pricing policies with a view toward
determining which of these policies would promote the
greatest efficiency in the monopoly area, as well as
prevent hidden subsidies from arising, and best promote
competition.
Second, OTP began to investigate the technical and
economic implications of alternative interconnection
policies which, among other factors, will be a major
determinant as to whether competition in the supply of
terminal equipment (e.g., telephone and data sets) to be
used with the existing telephone network is viable.
This investigation will serve as the basis for recommendations for new legislation or regulatory policy.
Finally, OTP began an examination of the benefits
and feasibility of a brokerage market--i.e., a market in
the resale of communications services by non-common
carriers--and an evaluation of possible impact of removing
current restrictions on such activities on common carrier
'operations, revenues, revenue requirements and service
arrangements under various policy alternatives.

••

. Taken together, these three programs will provide
guidelines for public policy regarding the major structural characteristics desirable in this industry' group.
3.

Common Carrier Regulation

Even if it is feasible to allow new communications
services to develop on a competitive, rather than monopoly
basis, and to introduce competition into selected existent
aspects of common carrier operations, this will affect '
only about 10-20% of current total common carrier operations.

4 .•

Most common carrier operations, notably the pub
lic
telephone service, will continue to be mon
opolistic
for some time.
• Effective regulation of monopolies is
necessary
to prevent investments in inefficient facili
ties,
excessive rates and profits, technolog
ical obsolescence,
service degradation, and other problems,
but it is
difficult for government to second-gu
ess a large public
utility on detailed investment and ope
rating
For this reason, in the coming year OTP wil decisions.
l continue
to explore the desirability of encouraging
bet
ter public
performance of regulated utilities
through improved
policies rather than increasingly
detailed regulation.
a. Depreciation Proarams: The
common carrier
industry is heavily capital int
ensive, requiring sums
for the expansion and replacement of
facilities of close
to $10 billion per year. OTP is ver
y much concerned with
the cost of obtaining such large
amounts of capital, as
well as the impact of the demand
for such capital. Consequently, it is carrying out
a study of common carrier
depreciation policy with the
aim of determining how
capital can be generated int
ernally under various depreciation alternatives, at what
costs, and to whom; and
also how depreciation policies gen
erally can affect the
rate at which new technologies cap
able of reducing both
capital and operating costs are
implemented. Common
carrier equipment is typically
depreciated over very
long periods corresponding to the
expected physical life
of the equipment, although the useful
life is often much
.shorter due to rapid technological
advances. This is
only one aspect of depreciation pol
icies that affect
common carrier financial decisions
and customer rates;
other aspects are disposition of
fixed asset salvage,
-separation of depreciable and
nondepreciabie investments, and purchasing policies of
common carriers along
with the pricing policies of the
ir suppliers. In 1972,
OTP made an overall investiga
tion of the depreciation
practices, objectives, effects,
and alternatives in the
sommon carrier industry.
b. Accountina Programs: OTP
is also conducting an in-depth study of the FCC
's Uniform System of
Accounts for common carriers,
the objective of which is
to identify the full range of
operating incentives implie
d
for the carriers by this regula
tory reporting system and
the effect these in turn have on
the quality and cost of

-4service. One of the study's major findings to date is
that the classification for capital facilities costs and
for operating costs bears no relationship to the classification for service revenues, and thus the Uniform System
currently can provide little or no guidance in assessing
the reasonableness of the rate of return for particular
services. Other issues which will be considered within
the study this coming year are the types of incentives and
controls under the existing system of accounts that govern
the classification of expenditures as either capital or
operating costs, the treatment of asset salvage, and the
method of tax accounting. Additionally, the possibility
of making certain changes with respect to station connection accounting and installation procedures--changes
which could add substantially to common carrier cash flow
as well as to customer options in instrument selection,
payment and rearrangements--will be explored.
B.

Cable Television and Broadband Communications

Broadband cable systems represent a new communications medium which can increase consumer choice in television programming and provide many new communication
services hitherto unavailable. The immediate. effect of
cable expansion, however, is to disrupt some of the
distribution practices of the existing television
industry and to threaten the economic position of some
broadcast stations and copyright owners. There is urgent
need for policies to guide the development and regulation
of cable in such a fashion that its enormous benefits can
be rapidly achieved without depriving the society of its
healthy programming industry and its essential broadcasting services.
In 1972, OTP undertook a series of studies and
investigations to identify and illuminate particular
aspects of broadband cable development that require policy
consideration, and to develop policy recommendations.
•
••

Two of these studies have been completed:

(a)* A study of the present arid projected costs of
broadband cable systems, to serve as a basis for estimating future growth patterns and rates of development
of cable distribution systems;
(b) A study directed to the development of an
with
industry simulation model to be used in conjunction
future
'the results of (a) and (c), below, to predict
. industry development.

A third study has yielded significant information
and is close to completion:
A study on projected consumer demand for cable
television as a function of population and market characteristics, to enable the formulation of alternative regulatory
policies appropriate for different economic environments.

(c)

In addition, the following study was initiated in
January of 1973:
(d) A study to determine the most economical ways
and enhancing broadband communications
conserving
of
services in low density rural areas, where cable technology
may not be economically feasible.

•

In addition to these studies, OTP has provided supporting analysis and developed alternative policy options
for the President's Cabinet committee on cable
television. In this work it has examined, among other
matters, the economic and social effects of vertical
integration in the production and distribution of cable
television programming; the probable impact of expected
cable growth on the broadcast,and copyright industries;
the problems of access to the cable media by all segments
of the public and industry; and considerations pertaining to joint ownership of broadcast, cable, and telephone
facilities. Policy alternatives pertaining to these
various matters were developed for consideration by the
Cabinet committee. The results of this activity have
been presented to the committee, which is expected to
complete its report in the near future.
A significant achievement in the cable television
field was resolution of the long-standing controversy
concerning distant signal importation, that is, cable
use of signals broadcast by out-of-market television
stations. The distant signal question involved complex,
interrelated issues such as CATV's need to offer this
service in order to attract capital and begin its growth,
the effect of distant sicnal.competition upon the economic.
stability of local radio and TV stations, program suppliers' need for copyright protection, and the public
need for a wide diversity of quality program services.
Since OTP believed that delay and uncertainty would be
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Congress is still
the FCC adopted in March of 1972.
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considering the copyright provision of
a schedule of
main element of which is to establish
programs, or if
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on, compulsory arbitration.
such a schedule cannot be agreed
s area and follow
OTP will retain its interest in thi
developments closely.
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m that would show effective and
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non-public
broadband communications for innovative
nt government and
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y benefit both
industry undertaking that would ultimatel
s. During 1973, OTP will
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gency effort, and
continue its coordination of intera
tion program through its various
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ng of specific experiments,
stages, including the planni
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the selection of demonstra
ernment participation. Finally,
of state and local gov
tiate a study to evaluate
l
also during 1973, OTP wil ini
ng consumers to purchase television
the economics of allowi
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C.

Broadcasting

1.

Public'Broadcasting—

•

•

of 1967 created a
The Public Broadcasting Act
instructional broadframework for educational and
d by the Carnegie Commiscasting, largely as envisione
sion. However, the means of
sion on Educational Televi

.

establishing a stable source of federal support funds
which would avoid detailed government oversight of
program content, was left-unresolved and has remained
so. In addition, the years since 1967 have witnessed
the development of important new technologies for which
no provision is made in the Public Broadcasting Act.
During the past two years, OTP sought to achieve
amendments to the Act which would eliminate both these
deficiencies. It consulted with interested organizations in public broadcasting and with the relevant
agencies of government, and reviewed a range of approaches
to neNa
Last year, OTP worked with the Congress and submitted
a bill providing for an additional year of funding for
CPB and assuring federal funding of individual public
broadcast stations. Congress, however, adopted a
different bill which would have increased the federal
funding of public broadcasting by more than $115 million
over a period of two years. As a practical matter, the
bill would have undercut any hope of resolving the various
.problems that have developed in public broadcasting regarding its structure and the various relationships between
the local stations and the national organizations. Consequently, the President vetoed the bill.
OTP has submitted proposed legislation that would
increase the federal authorization to CPB by $10 million
to a level of $45 million. This represents a 30 percent
increase over the level in FY 1973.
2.

License Renewal Policy

-

One of the major braodcasting controversies of recent
years has involved the triennial license renewal process.
Although all can agree that a broadcaster who has performed
well in the public interest should have his license renewed,
the Congress, FCC,. and the courts have, struggled with the
questions of what is good performance and what standard
should be used to judge the incumbent licensee's performance
in the face of a challenge to his renewal application.
Because the search for standards comes at a time
when community interest in license performance is strong
and when competition for J.icenses. is increasing, a certain
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4.

Radio Rdgulation

been regulated
For many years, radio broadcasting has
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OTP endorsed a Congressional
on its fundings. In addition,
further study and support
resolution, H.J. Res. 60, to provide
OTP will continue working
for the deregulation of radio.
ers, and public to provide
with the Congress, FCC, broadcast
ulation can be. improved.
recommendations as to how radio reg
5. Reruns of Networks Programs
.
network prime time
In recent years, the portion of
grams has increased
devoted to reruns of original pro
uns has resulted in a
dramatically. The increase in rer
ativity of programming
deminution in the variety and cre
contracting the market for
available to the public and, by
d the economic underpinnings of
new programs, has threatene
ustry.
the program production ind
what the casue of this
However, it has been unclear
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hand, the shift to more
dealing with it. On the one

-11the networks of
reruns may be attributable to unfair use by
uting programs.
and
distrib
buying
their monopoly position in
to
due
inexorable
Or, on the other hand, the trend may be
market forces, such as increased in program production costs
s.
not covered by commensurate rises in advertising revenue
deterfor
a
basis
d
as
require
is
Better knowledge of this
mining whether Federal action is necessary.
In view of the importance of this matter to the viewing
public and to the health of the program production industry,
of
the President requested that OTP inquire into the causes
nd
iate,
recomme
appropr
if
and,
reruns,
increases in network
and
has
sent
it
study
its
ed
remedial action. OTP has complet
l
that
,
origina
progra7
to the President., It found, for example
of
32
in
average
an
from
d
decline
time
prime
during
s
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ed
increas
for
reruns
reason
al
princip
The
1972.
in
1962 to 24
has been the increased cost of prime-time television program
production. Our study concludes that the increasing percentagt:
of prime-time reruns in each broadcast year contributed significantly to the decline of employment in the television
program production industry, and has diminished the amount of
diverse programming available to the public. OTP has asked
the Federal -Communications Commission to conduct a full
inquiry into this matter and consider whatever regulatory
remedies may be appropriate in protecting the public interest.
Also, our study found that the prime-time access rule, theffect of which restricts network programming to 8:00-11:00
p.m. EST has not fulfilled its objectives, and has limited
diverse, original, and high quality programming available to
the public. OTP, therefore, has recommended to the Commission
that the rule be changed to allow the networks to program in
the 7:30-8:00 p.m. time period.
D. Federal-State Communications
Issues affecting state and local gove,rnments arise in
every area of communication policy and in varying contexts.
cy. communicaFor example, the planning of a national emergen
pation;
partici
local
and
regulatio_
s
state
tion system require
y
has
industr
traditional:
of the communications common carrier
and
the
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many
in
local
cases,
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ls;
governcontrol of local officia
mental communication facilities and services are funded in
whole or in part through federal grant-in-aid programs.
To provide guidance and assistance to state and local
governments, OTP undertook and completed the following tasks:
(a) a review of the various federal telecommunication
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E. Mobile Communications
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0 and 1971. The mobile communica
actions taken in 197
ncy
que
fre
should no longer be limited by a
and
_ tions industry
e
e*clearly classical supply
shortage but will fac mor
ues
This will raise a number of iss
demand limitations.
and
es
vic
ser
types of new systems, new
ner
man
as to appropriate
the
structure to support them and
d
ate
the institutional
loc
-al
bloc of spectrum will be sub
m
fro
n
in which the larger
tio
mobile services. The transi
ing
pet
com
the
ng
amo
ted
ctrum abundance must be regula
spectrum scarcity to spe
to
ive
sit
ry structure that is sen
to create an indust

-13future demands for communications services of all
types, including improved mobile telephone services •
for all areas, integrated dispatch services, and public
telephone services for domestic aircraft. It is equally
important, as the spectrum available for mobile communications expands, to provide for the maximum amount
of competition, both in the manufacture and sale of
equipment and in the actual provision of service to
the public.
In early 1972, OTP commenced a program, using staff,
contract, and Policy Support Division resources, to
assess the technical, economic, and institutional effects
of proposed new mobile systems and services and to
formulate policy guidelines for the development of the
expanded industry including guidelines for the introduction of competition. It is expected that the results
of this program, along with recommendations to the FCC
concerning policy guidelines for mobile communications
will be forthcoming soon. Additionally, in cooperation
with the FCC, DOT, LEAA, HEW, and HUD, OTP will continue
to assess the feasibility of a pilot program to demonstrate
innovative uses of mobile communications services in
support of public safety, emergency health services,
highway safety, and transportation in general.'
F.

New Technology

During the past decade, there have been radical
improvements in communications technology resulting from
independent research and development of U.S. industry,
research in the academic community, the U.S. space program,
and other government-sponsored R&D. These technologies
provide opportunities for vastly improved and expanded
communications services, which could have significant
social and economic effects if exploited properly.
OTP maintains in conjunction with the National
Science Foundation and the Department of Commerce, an
ongoing study effort designed primarily to identify
areas in which new technological advances are occurring
and to evaluate the effect of these technologies upon
the existing structure of the domestic communications
industries. In 1973, OTP plans to identify the current
state-of-the-art in the major fields of communications
technology, to determine the existence of any gaps in
research, and to anticipate any potential future policy
problems. If necessary, OTP will recommend policy guidelines regarding the applications of new technology.
•

G.

Computers and Communications
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II.

GOVERNMENT COMMUNICATIONS
A.

Federal Communications Policy and Planning

The Federal Government's own communications consume
from 5 to 10 billion dollars per year. The major concerns
in this field are avoidance of duplication, effective
management of the acquisition of new systems, achievement
of compatibility among systems, and satisfactory operating
performance.
The major objectives of the OTP program in the area of
Federal communications are: first, identifying all the
communications activities and resources of the Federal
Government; second, determining the needs for effective
information exchange among the various departments and
agencies; third, promoting economy in the government's
use of communications, through sharing of facilities,
elimination of duplication, and effective use of commercial
services; and finally, encouraging the use of communications
to improve productivity and enhance coordination of Federal
Government activities. During 1973, arrangements for the
interagency coordination required to achieve these objectives will be strengthened and aligned as appropriate with
the Administration plPn for the coordination of departmental
activities. The areas of government communications to be
involved are: communications networks, aids for radio
navigation, satellite programs, communications of the
Executive Office, audio-visual activities, equipment and
facilities standards, and procurement practices.
In the previous year, OTP completed a review of all
existing studies and analyses pertaining to the integration
of the two largest communications networks 'in the Federal
Government, the AUTOVON network and the Federal Telecommunication System. Based on this review, it was decided
that the systems should not be merged. However, this review
revealed conflicting considerations concerning the degree
of interconnection and inter-usage that should be sought.
To resolve these'. conflicts, OTP.directed.a field test of.
service to selected military installations to obtain firsthand data relative to economic and service benefits which
might accrue as a result of mutuality of service. The
test has been completed and the results are being analyzed.
Completion of the analysis will provide adequate information
upon which to base decisions concerning further integration
.or interoperability of military and-civilian communications
activities.
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increasing productivity, coordinating operations, and
improving the delivery of services to the public. The
Council will enable these benefits to be obtained without
costly duplication or bureaucratic delay, and through
effective cooperation among all of those responsible for
Federal communications policy and planning.
B.

1

Emergency Preparedness

The purpose of the emergency preparedness program is
to insure that national and Federal communications resources
will be available and applied, in emergencies, to meet the
most critical national needs. This is a demanding task,
because of the numerous contingencies that must be provided
for--both with respect to the nature and location of the
disruption and with respect to the nature and location of
the services which, in one or another circumstance, it
must be considered vital to restore. Emergency communications plans and capabilities must comply with three basic
principles: first, maximum dual use of facilities for
both emergency and routine operations; second, balanced
survivability among communications and the facilities which
are supported by communications; and third, focusing of
responsibility to assure accomplishment. These principles
are implemented within the framework. of the Federal Government's overall emergency preparedness program, only part
of which deals with telecommunications.
Policies and plans for managing the nation's telecommunications resources during war emergencies or natural
disasters have been completed. These plans delineate
the responsibilities of various Federal agencies regarding
telecommunication, and indicate the coordinating arrangements to be used.
In 1972, OTP engaged in a review of the policies and
procedures under which critical private line services
would be restored by the United States communication
common carriers. This review resulted in issuance by OTP
of revised policies and procedures, for the restoration of
such services under a system of defined priorities. Work
.is now proceeding in conjunction with other Federal agencies
to'evaluate the currently 'assigned and're.queste'd ptiorities
and to determine whether, and how, the number of priority
circuits should be reduced.
With regard to its responsibility of determining
policy for warning citizens of attack or of emergencies,
OTP in 1971 issued a policy that any use by the public
. •
- ••
• -

•
•

•

•
a
nationwide radio warning system
of home radio receivers in
would be strictly voluntary. At that time a number of
studies were undertaken td determine the most effective and
economical alternative approaches to providing warning.
Several of these studies will be completed during 1973, and
further actions for improving the provision of warning to
citizens will be made.
•••

During 1972, a new manner of activating the Emergency
Broadcast System (EBS) was implemented under OTP's direction.
Further changes to improve the effectiveness and efficiency
of the EBS will be studied and implemented during 1973.
To provide increased understanding of communications
problems which arise when natural disasters occur, several
actual disaster situations were studied and the lessons
learned were incorporated into pertinent plans and procedures
This practice will be continued in order to provide a larger
base of experience for evaluating warning and emergency
communications systems and procedures.
C.

Compbters and Communications

Recent technological advances in the field of computers
and communications have produced the potential for several
alternative industry structures, for the provision of data
processing as well as data communications services. Which
of these alternatives will eventually become dominant will
be determined both by the regulatory policies adopted by
government, and the inherent economic characterisitcs of
computers and communications. This process--the emergence
of an industry structure--has already commenced; however,
many important questions remain unanswered, and many
pertinent areas. have not even been explored:

•
•

The development of hybrid computer-communications
systems has significant implications for the Federal Government in two important fields. First, it will affect
procurement of the government's own data processing and
communications- services. In particular; new hybrid systems
may allow economies to be obtained through the sharing of
network services by departments and agencies now obtaining
such services independently. Secondly, the development of
hybrid computer-communications systems may lessen the need
for the government to design and operate its own hybrid
systems, by making these available in the private sector.

-20To assure that government use of computer and
communications systems is effective and economic, OTP,
during the past year, developed a model of hybrid networks
that enables a thorough investigation of the economic
implications of alternative system structures, sharing
policies, and telecommunications tariff arrangements.
During 1973, initial use of the model will be made to
study high priority issues, including the economics of
system sharing within the Federal Government. Also
during 1973, an initial survey will be made of the security
issues relevant to shared computer-communications systems,
such as the maintenance of personal privacy and the preservation of confidentiality of personal information.

••••
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Pacific Basin Facilities Planning

In September 1971, AT&T and The Hawaiian
filed with the FCC a request for
Companies
Telephone
submarine cable between the U.S.
new
a
lay
authority to
This
application was subsequently
mainland and Hawaii.
supplemented by a request for authority to lay a new
basin-spanning cable system, including links between the
continental United States, Hawaii, Guam, Okinawa, and
Japan. In addition to discussing this proposal with
foreign officials and with the Governor of Hawaii, OTP
officers have been engaged in an economic analysis and
system study of the Pacific Basin requirements in the
-decade of the 70's. This study will produce policy guidelines
and recommendatioris concerning the Pacific Basin and new
facilities planning to meet projected requirements. OTP
expects to complete this work early in 1973 and to coordinate a U.S. position that can be agreed to with other
nations,* thus avoiding the misunderstanding and bitterness
in the international community that has characterized past
negotiations.
4.

International TeleDrocessing Systems

Substantial international interest and
activity are emerginc, concerning development of international systems for data transmission and for teleprocessing. During 1972, OTP has engaged in extensive
interagency coordination on U.S. interests, activities
and policies in this area. In addition, OTP has engaged
in international bilateral discussions with Canada,
England and Japan, and has coordinated U.S. participation
in multilateral meetings on this subject, especially the
meetings of the Organization of Economic Cooperation and
Development (OECD).
B.

International Organization Activities
1.

United Nations

. In recent years, international o?mmuniqations activities in the U.N. have largely centered on the
use of communication satellites to broadcast television
programs into the home, directly from one country to another.
In 1969 and 1970, the Committee on the Peaceful Uses of Outer
Space of the United Nations convened a Working Group

.'••

-24-to the
on Direct Broadcast Satellites which rendered reports
done
be
to
work
more
for
need
the
parent committee noting
in other agencies before the U.N. could meaningfully consider
the future of direct broadcast satellites. Subsequent to
1970 a number of important events bearing on this matter
occurred. The International Telecommunication Union (ITU)
held a World Administrative Radio Conference on Space
Telecommunications; the World Intellectual Properties
Organization was established; the United Nations Educational,
Social and Cultural Organization (UNESCO) adopted a
Declaration of Principles relating to the use of direct
broadcast satellites; and most recently, the Soviet Union
recommended U.N. endorsement of an international convention
to control use of broadcast satellites. .During 1973,.
the Legal Subcommittee of the U.N. Committee on the Peaceful
Uses of Outer Space and the Working Group on Direct Broadcast
Satellites will work on the proposed convention as well as
other cultural, social, legal and political aspects of
broadcast satellites.

•

Throughout 1972, in coordination with the
State Department, USIA, FCC, and other cognizant agencies,
OTP has coordinated and participated in the formulation and
presentation in international forums of U.S. Government
positions on direct satellite broadcasting. The interagency studies and activities necessary in this area will
intensify during 1973, and OTP will continue to discharge
its policy coordinat_on function to assure timely and
responsive policy formulation.
2.

UNESCO

UNESCO is an independent agency of the U.N.
charged with promoting international cooperation in the
areas of education, social affairs and culture. During
1972, UNESCO convened several meetings to develop guidelines for use of communication satellites in the inter•
national distribution, and possible international broadOTP-has
casting, of radio and television programming.
worked closely with the United States Patent Office, the
Department of State, USIA, and the FCC, as well as various
interested.groups in the b;oadcasting industry, to establish
and maintain a sound and consistent U.S. position on standards,
codes of conduct, and protection of intellectual .property right
In May 1972, a meeting of non-governmental
•
experts in Paris under UNESCO auspices endorsed a draft
Declaration of Principles relating to the use of satellites

•
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International TeleCommunication Union
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-26In September 1973, the ITU will convene
a Plenipotentiary Conference to review the entire content
of the ITU Montreux Convention of 1965 and to discuss the
structure and roles of the ITU. More than 100 nations are
expected to attend and participate in this conference.
Preparatory work has been in progress for more than a
year within the United States. During 1972, OTP has provided policy guidance and assured coordination of U.S.
positions on a wide range of issues both within government
and within industry. In addition, OTP provided the
chairman for an intra-agency group to.review and recommend
changes in the Convention. Preparatory work for the
Plenipotentiary Conference will continue during 1973, and
OTP will continue to coordinate and play an active role
in this effort. '
The ITU maintains two major international
coordinating bodies known as the International Consultative
Committee on Telegraph and Telephone (CCITT) and the International Consultative Committee on Radio (CCIR). These
organizations have numerous technical study groups which
examine problems regarding international standards,
practices, system planning, and rates applicable to the
international communications services. OTP is responsible
for coordinating the preparation of U.S. positions for
such activities, particularly those dealing with technical
and operational aspects of radio frequency spectrum
planning, allocation, and use. During 1972, OTP participated in negotiations leading to the revision of the
work of the ITU World Plan Committee; and also participated
in the CCITT Plenary Assembly which met in Geneva during
December of 1972.
A World Administrative Telegraph and
Telephone Conference will be held in Geneva- in April 1973.
OTP is now actively engaged in the preparatory work
which is underway for this Conference. It is expected that
the existing agreements concerning telephone regulations
will be substantially revised so as to permit the United
- States to become a signatory to these agreements for the
••
• :
• •
first time. •
A World Administrative Radio Conference
on Maritime Telecommunications is being convened by the
ITU in Geneva in April of 1974. The agenda for the conference was published by the ITU in June 1972. However,

S.

-27U.S. preparatory work in anticipation of both the 1974
Conference and its agenda was commenced during the fall
of 1971 and continued throughout 1972 and into 1973.
Preliminary views of the United States for this conference
were published and distributed through the Department of
State to the 143 administrations of the ITU for their
comments.
4.

INTELSAT

The International Telecommunications
Satellite Consortium (INTELSAT) is an.organization of 83
nations that provides satellite communications on a
global basis. New Definitive Arrangements for INTELSAT
were concluded in international negotiations in 1972 and
enter into force February 12, 1973. Under these arrangements, COMSAT, the U.S. representative, will no longer
hold the controlling vote in the global satellite system's
governing body, and C=AT's role as Manager will be
limited to technical and operational management of the
system's satellites. During the transition to the permanent structure of the Definitive Arrangements, the
obligation of OTP to advise COMSAT in its role as U.S.
Representative—in conjunction with the obligations of ,the
Department of State and the Federal Communications Commission--will take on special importance. This is especially
so in the preparation for and participation in the crucial
initial meetings of the new principal organs of INTELSAT
established under the Definitive Arrangements: (1) the
Board of Governors, which meets at six to eight week
intervals; (2) the Meeting of Signatories, which is convened annually; and (3) the Assembly of Parties, which
meets bienially. The Board of Governors and the Meeting
of Signatories will convene for the first time during 1973
and the Assembly of Parties will convene for the first
time no later than February 1974.
The FCC is beginning to authorize
applications for domestic satellite systems, many of
which propose to provide services between the mainland
and Hawaii, Alaska and Puerto Rico that have heretofore
been provided by INTEIJSAT. The possible transfer of. .
these services from INTELSAT to the new domestic systems
could have significant impacts upon the U.S. role in
INTELSAT, general foreign policy relationships between
the U.S. and other INTELSAT members, and planning for
•
•

-28-

ns. OTP's role in this area
Pacific Basin communicatio
ance because OTP is the only
is of considerable import
sibility under the
governmental entity having respon
of 1962 and pertinent
Communications Satellite Act
ic and international
Executive Orders to coordinate domest
, OTP has worked in a
communication policies. Similarly
g U.S. carrier
coordinating role on policies concernin
ite system for commuuse of the Canadian domestic satell
OTP will continue
nication within the U.S. In addition,
artment of State and
to work in conjunction with the Dep
AT of proposed
NASA concerning the impact on INTELS
the French-German
regional satellite systems, such as
"Symphonie system.
CITEL
mmuIn 1971, the Inter-American Teleco
ncy
age
ed
liz
specia
nications Conference (CITEL) became a
nted
gra
was
tes and
within the Organization of American Sta
ing
nifying its ris
a significantly broader charter sig
CITEL promotes
importance and influence. In general,
ecommunications in the
the continuing development of tel
planning, financAmericas and conducts studies for the
the Inter-American
ing, construction and operation of
ls with questions
Telecommunications Network. It also dea
ndards and technical
of regional telecommunications sta
ted actively in
assistance. During 1972, OTP participa
CITEL meetings in
preparation for and representation at
Mexico.
.It is important that we strengthen U.S
s
Thi
a.
are
ns
communicatio
Latin American relations in the
es
iti
ent
.
ive participation by U.S
e
Can be helped by mor act
g
mple, U.S. views concernin
in CITEL affairs. For exa
ntiary Conference and the
the forthcoming ITU Plenipote
ted
io Conference will be presen
World Administrative Rad
t
par
As
g
eduled for June 1973.
at the CITEL meetin sch
h
gram to imorove U.S relations wit
of an overall pro
ications field, OTP com
Latin America in the commun
,
and
2,
197
was completed in
missioned a study which
now
h the Department of State, is
in conjunction w,it
tain recommendations 'resultseeking to - implement cer
ing from it.
Problems
C. Anticipation of Future
ns policy
The development of communicatio
become a chronic problem, and totally
on an ad hoc basis has
•
of the increasingly complek problems
luhsuited to the needs
tions. Moreover, much policy
in international communica

(I)
to situations after they
has been formulated in response
To correct this problem,
e.
stag
have reached a critical
es are being underpolicy support studies and activiti
the determinatioa
taken which will provide a.basis for
ment. A program is
of policy in a more stable -environ
to formulate
under way to gather information needed
future problems.
l
ntia
policy on existing as well as pote
ram will include
prog
this
The information resulting from
ional communication
data on existing and planned internat
ialized,
facilities; on all existing and planned spec
e
unication
llit
comm
sate
regional and foreign domestic
applicaand
ents
systems; on new technological developm
fic
demand
and traf
tions; and on development of service
forecast models.

.•••

•
•

•

•• •

•

••

-30-_

•

:
IV.

ES
SPECTRUM PLANS AND POLICI

and international
There is intense national
the radio spectrum for all
competition for the use of
ons (radio communications,
forms of radio transmissi
dar, air traffic control,
,
navigation, broadcasting ra
is
ates the Federal Government
etc.). In the United St
or,
ct
re
Di
e
Th
er of the spectrum.
the largest single us
end,
is
th
to
ies for these uses, and
ted
OTP, assigns frequenc
la
re
deral Government activities
l
OTP coordinates al Fe
es
nt and planning. This includ
to spectrum manageme
more
e
th
r
fo
s
C to develop plan
cooperating with the FC
both
r
fo
,
um
the entire spectr
effective overall rise of
oses.
rp
pu
d non-Federal Government
Federal Government an
sically within
Specific tasks involved fall ba
particular
tion and assignment for
ca
of
lo
es
al
ri
go
te
ca
the
n-Federal
et Federal Government and no
uses, planning to me
edical
om
bi
tion of possible
Government needs, and evalua
ations.
cts of electromagnetic radi
fe
ef
de
si
r
he
ot
and
gnment area, much
In the allocation and assi
data •
the past year. An improved
progress was made in
the year,
%
leted by the end of
processing system, 90 comp
possible
ering capability made it
ne
gi
ed
en
nd
pa
ex
an
signed
and
dio frequencies as
ra
of
nt
me
ge
na
e
ma
th
e
ov
pr
to im
permit over
rnment radio stations, and to
during
to Federal Gove
P
equency actions taken by OT
48,000 specific fr
1972.
l
ems of the Federa
Communications-electronics syst mplexity. In order
d to increase in co
Government continue
nt in providing
the technical problems inhere
th
wi
pe
co
to
them, improved
support necessary to operate
um
tr
ec
sp
d experts from
the
ce and assistance of skille
vi
ad
e
th
to
Government
access
es of the Federal.
ci
d
en
s
an
ag
nt
me
rt
pa
de
establishment
within the
This was accomplished by the
y.
ar
ss
ce
ne
dards, radio
was
ted to such issues as stan
la
re
ps
ou
gr
y
ud
systems, and
of st
proved telecommunications
im
t,
en
em
at
ab
ties were
noise
ed engineering capabili
nd
pa
Ex
g.
in
ar
sh
yses .to..•
_frequency
ate sand .conduct anal
during 1p72,.to investiq
on of interncy compatibility (reducti
ue
eq
fr
o
di
ra
spectrum
assure
•.
rpeting for the same
co
s
em
st
sy
g
on
am
Avoidance,
ference)
s included: Collision
ea
ar
ic
if
ec
Sp
resources.
Altimeters in
ritime Satellites, and
Aeronautical and Ma
l and Military
band; Air Traffic Contro
z
MH
0
66
-1
35
15
Satellites
the
MHz band; Aeronautical
0
90
-2
00
27
e
th
-5250
Radars in
ing Systems in the 5000
nd
La
e
av
ow
cr
Mi
l
ia
and Terrestr
, Fixed Satellites
ploration Satellites
Ex
h
rt
Ea
;
nd
ba
z
MH
400 MHz
e Systems in the 7250-8
av
ow
cr
Mi
l
ia
tr
es
rr
rs, Fixed
and Te
Radionavigation Rada
,
es
it
ll
te
Sa
d
xe
Fi
hand; and

-

•

•

•
and
Space
Research
all in the
Communications,
Mobile
and
13.4-15.35 GHz band.
OTP plans to continue the development of this
engineering and electromagnetic compatibility analysis
capability. This is particularly important in light of
the OTP directive recently issued in coordination with
the Office of Management and Budget which requires
Government agencies to ensure spectrum availability prior
to budgetary requests for development of communicationselectronics systems.
In its continuing efforts to ensure that the limited
frequency
resource is used in the best national
radio
has
completed an analysis of Government
OTP
interest,
projected needs between 100 and 1215 MHz to the 1985 time
frame. As a result, it is forseen that Government increasing
communications-electronics requirements in such areas
as national defense, law enforcement, resource management,
marine and air safety will require that approximately
an additional 100 MHz be made available for Government
use. OTP has informed the FCC of its recommendations and
joint discussions are underway on this matter. .
During the previous year (1971), some 8,000 MHz of
spectrum, formerly reserved for exclusive Federal Government
use, was made available to the FCC for shared use by nonFederal Government interests. This precedent was continued
into 1972, and an additional 1763 MHz of spectrum was similarly
made available to the FCC. This effort will be continued
in the coming year.

I. •

In the category of spectrum planning, the study
initiated during the previous year was continued to develop
alternative methods for allocation of spectrum resources
giving more weight to all relevant technical, economic,
and social criteria. Plans for implementing the results
of the 1971 World Administrative Radio Conference (WARC)
.for Space Telecommunications were completed and put into
effect.as regards'_the Federal Government.on.January 1, 1973.
Joint efforts with the FCC looking toward allocation planning
were continued. With new technologies developing for
operation of communications-electronics systems on higher
frequencies than before, and with the introduction of lasers,
more specific planning will be required for the portion of
the spectrum above 10 GHz. The Office will also continue
to maintain in a state of redness the national emergency
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STATEMENT BY
CLAY T. WHITEHEAD, DIRECTOR
OFFICE OF TELECOMMUNICATIONS POLICY
ON
FEDERAL INFORMATION SYSTEMS

before the

Subcommittee on Foreign Operations
and Government Information
Honorable William S. Moorhead, Chairman
Committee on Government Operations
U.S. House of Representatives

July 31, 1973

Mr. Chairman, I welcome the opportunity to present my
views on the use of advanced information and communications
technology to improve Federal information services, and to
explain the responsibilities of my Office in that regard.
I have with me today Mr. Charles Joyce, the Assistant
Director for Government Communications in OTP.
The Office of Telecommunications Policy was established
in 1970 to provide a focal point for the development of
administration policy in the area of electronic communications,
and to coordinate the activities of the various Federal Departments and Agencies in this area.

The scope of my responsi-

bilities includes electronic communications, and matters arising
out of the joint use of computers and communications.

I am

not responsible for matters involving solely the use of
computers, or for matters in the area of information which
are totally apart from any use of electronic communications
systems.

But this latter point is not particularly limiting

with respect to the subjects I will be discussing today
since most of the issues of public concern in the area of
information handling involve electronic communications in
one way or another.
I will now try to cover briefly each of the areas listed
in your letter, Mr. Chairman.

2
OTP Role in Federal Information Systems
First, you asked about our role in providing technological
services to other agencies, and in planning, operating and
coordinating Federal information systems.

OTP does not

provide technological services to other agencies.

Nor do

we operate any telecommunications or information systems,
except as may be needed for our own internal use.
We are responsible for providing policy guidance to
Federal Agencies which do operate such systems, and
for coordinating the efforts of these agencies in the
interests of Government -wide effectiveness and economy.
To accomplish this task in a systematic way, I have
initiated a joint planning process in which Federal
Agencies with similar operational missions and communications requirements will work together to optimize
the communications operations in their respective areas.
•

The five initial mission areas which have been identified
for this type of planning are:

National Security, Law

Enforcement, Transportation, Environment, and General
Administrative Communications.

In each area, the agencies

involved will be responsible for jointly reviewing their
telecommunications plans to eliminate duplication and
achieve maximum economy and effectiveness.

OTP will review

i
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_

the resulting combined plans to assure overall consistency
and adherence to national communications policy.
Sharing and Interconnection
Sharing and interconnection of systems are measures which
4

are pursued within the Government with the objectives
of achieving economy and maximizing the usefulness of
communications and information systems.

These are worth-

while objectives, although I am not convinced that they
have been achieved in some of the present programs.

In

any event, interconnection and sharing are not ends in
themselves, and they do entail risks of compromising privacy
which must be recognized.
Safeguards
You asked for my views on safeguards needed to protect
against misuses of Federal information systems, specifically
the invasion of privacy and use for propaganda purposes.

In

responding to that, let me explain how these concerns present
themselves in Government communications planning, and where
responsibility lies for action.
While there is no single generally accepted definition
of "privacy" or the "right to privacy," it is widely
acknowledged that a reasonable freedom from intrusion
is essential to normal human growth and stability.
The individual should not have information thrust upon
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him.

The "right to be let alone" implies a degree of

protection from unwanted sights and sounds.
The claim to privacy in the information context is based
on the dignity and integrity of the individual.

These

concepts are tied to the assumption that all information
about a person is in a fundamental way his own, for him
to determine when, how and to what extent it is communicated to others.

People also recognize that much of

society's business can be conducted only if confidentiality
of communications is respected.

By protecting this privacy,

society ensures its own well-being and development.
Privacy as a fundamental value is essential to a
democratic system, which has, as its highest goal, the
liberty of the individual.
absolute.

Privacy, however, is not

There is an inherent conflict, for example,

between the Government's need for information to pursue
justice and an individual's need for personal privacy.
Electronic technology has greatly increased the ability
to acquire and disseminate information.

Mechanisms to

ensure individuals their privacy and the privacy of their
communications have not advanced as rapidly.

OTP has

undertaken to investigate the adequacy of common law,
statutes, and Federal regulations to protect individuals
regarding the privacy of their electronic communications
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and the security of the systems carrying them.

This is

being done with the view towards identifying what policie
s,
standards, or legislative safeguards are necessary.
Communications, computers and other information
technologies lower the cost and increase the speed of large
scale
information collection and processing operations.

These

technologies can therefore expand the power of the
Government
and other large institutions vis-a-vis the individual.
They could, for example, increase the ability of Government
agencies to assemble confidential information about persons
to the detriment of individual privacy.

They also could

increase to an undesirable degree the power of Government
to influence large numbers of citizens with respect to
Government policies, that is, to propagandize the public.
But such results are not inevitable.

They must be pre-

vented, and they can be prevented if we are aware of the
dangers and develop appropriate safeguards.

What are

those safeguards?
Privacy
To safeguard privacy, it is essential to protect the
confidentiality of data which, by law, is to be collected
and used for limited purposes, such as census data, tax
returns, social security data, and investigative files.

The
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responsibility for protecting such files in most cases must
lie with the agencies charged by law with collecting the data.
Any breach of confidentiality must be laid squarely at that
agency's door.

Clear responsibility and procedures for

correction are, as they have always been the best safeguards.
But this simple rule is not enough when Federal systems
containing confidential data are to be interconnected,
or when confidential files are to be used in shared
information systems.

Admittedly, there are potential

benefits to interconnection and sharing in the form of
greater overall economy and wider accessibility within
the Government of useful information.

However, such

steps also contain risks or loss tqf effective control
over confidential data.

It is in resolving these con-

flitting considerations of Government economy and
effectiveness and sound public policy that my responsibilities come into the picture.
I have been working with the Federal Agencies who have
extensive telecommunications systems to clarify Federal
policy on interconnection and sharing.

We have not yet

come to the point of issuing any all-encompassing policy
document -- perhaps we never will.

But we have come to

an understanding that interconnection and sharing are
not ends in themselves.

OTP has been insisting on a

i
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clearer understanding of the magnitude of benefits
and risks involved in interconnecting or combining
Government systems.
Looking to the future, I expect that the planning
process I referred to will provide more information, for
%

all parties concerned, about plans for the future of
Federal Government information systems.

To provide

guidance for this planning, we have initiated studies
to determine more clearly the desirability of shared systems
and the risks involved.

We are closely following efforts to

assess the current state of the art in technology for controlling access within information systems so that we will
be well informed on the risks.
Propaganda
The other area of concern is the possibility of abuses
in the dissemination of information by the Federal Government.
We must recognize that there are important needs for
Federal agencies to provide certain types of information
to the public.

However, two types of abuses can occur:

First, undue efforts to influence public opinion in favor
of Federal policies, agencies or individuals, and second,
extensive provision of routine information services by
the Federal Government which could be provided adequately

-
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by the media or other private organizations.

We are

concerned here today primarily with the former possibility,
an abuse which might be called propaganda.

Again, the

primary responsibility for controlling excessive propagandizing must be with each Federal Department and
Agency.
/
An area which bears watching is the provision of public
service announcements by Federal Agencies.

Broadcasters

are strongly encouraged by Federal regulators to carry
public service announcements.

Federal Agencies may use

this opportunity to support the presentation of a wide
variety of messages regarding their activities and programs.
But we should be alert to possible abuse of this opportunity
by Federal Agencies --' the number and type of such messagesproduced and distributed by the Government must not constitute an unwarranted intrusion into the public mind.
It is possible for the Government to increase its
"information power" indirectly or even inadvertently,
through projects designed for other purposes.

Efforts

to develop, demonstrate or utilize various types of
information systems or technologies could possibly
become new avenues for Federal propaganda, even though
that is not the intended result.
One example of this concern is posed by the new warning
system designed by the Defense Civil Preparedness Agency -

,
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the Decision Information Distribution System, or "DIDS."
The system, which is still being evaluated, was designed
to serve a worthy purpose, namely, warning of impending
attack or natural disaster.

However, there is some basis

for concern about how such a system, once in existence,
might come to be used.

In view of the possibility of

misuse, however remote, I believed that it would be bad
policy to force people to have a DIDS receiving device in
their homes.

We opposed the idea that legislation should

be sought to force manufacturers to incorporate such a
receiver in every new TV set.

OTP established the policy

that any purchase or use of home receivers for warning
would be on a voluntary basis.

Further, we are watching

the project closely to assure that no additional functions
are planned for the system which might lead to misuse or
to competition with the news media or other private sources
We have also been concerned for some time with Government
sponsorship of broadcasting-type communications projects,
including the development of broadcasting capabilities
on NASA's ATS series of satellites.

NASA is discontinuing such

development projects, with OTP's concurrence, after the launch
of the ATS-F next year.
Our concern is not directed only, or even primarily,
toward high technology projects.

Indeed, the use of

- 10 very commonplace equipment can be a cause for concern.
Through the simple expedient of an automatic telephone
answering device, some Federal Agencies have made it very
simple - perhaps too simple - for radio stations to record
and retransmit announcements about Federal programs which
were pre-recorded by Federal spokesmen.
involved here is trivial.

The technology

The impact of such arrangements,

however, and the potential for abuse, is great.

It is

important to be aware of this.
Application of Technology to Information Activities
You asked my views about the development of systems to
serve the needs of the public for information of all
kinds, and about the agency or agencies which should plan

and coordinate the use of technology for such activities.
I do not believe that any one agency should be charged
with developing information systems for the delivery of
all kinds of information to the public.

Such an arrangement

would in all likelihood lead to the design of a massive
delivery system which would then have to be filled with
all kinds of data to justify it.

This would bring the

Federal Government into direct competition with numerous
elements in the private sector such as publishers, research
organizations, and computer service firms.

Furthermore,

the control which a central agency could exercise in
selecting and editing the information to be contained in

such a system would be an open invitation to use it to
manipulate public opinion.

Any proposal for the use of a Government controlled,
electronic communications system for this purpose should
be carefully reviewed by higher levels within the Executive
Branch and by Congress.

Such a review should evaluate

the dangers involved, and determine why there is no
alternative way to get the job done.

OTP has a

responsibility to conduct such reviews, and we look at
projects which come to our attention from this point of
view.
Communications for Social Needs
I am aware of the Committee's interest in the report
entitled "Communications for Social Needs" which was
produced by NASA in connection with certain other agencies
in 1971.

The report was prepared as one part of an

effort to determine whether and how the research and
development capabilities of the nation could be directed,
through Federal policy and funding, toward meeting specific
national needs.

- 12 We provided our views to NASA during the preparation of
this report, but their report was not in accordance with
those views.

Among the deficiences I noted was too great

an orientation toward Federally owned and controlled
systems rather than toward private ownership and control,
with the inherent dangers I have just described.

I

strongly opposed the adoption of this report, and it was
never presented to the Domestic Council or the President.
Thus, the report never received any Administration approval.
This does not mean that all of the ideas contained in
the report were bad.

The Post Office has been studying

electronic mail handling for some time.

The warning

satellite idea had been considered by our own warning
study group, but rejected in favor of the D1DS system.
Such ideas must be considered openly and each evaluated
on its own merits.

For example, although the "Wired City"

proposal as presented in the report was ill-conceived,
there is a need for sensible evaluation of the feasibility
of providing public services over broadband cable communications systems.

Though there is much talk about the

potential for the delivery of educational and social
services over cable systems, cable today is devoted almost
exclusively to entertainment.

Cable's full potential

for public service is not likely to be developed by

- 13 private industry, and I think that some Federal program
in this area is appropriate, with adequate safeguards
against the dangers I have described.
In summary, Mr. Chairman, I believe that the potential
value of information technology for Government, for society,
or for the individual is very high.

Much of that potential

can best be realized by the private sector in the marketplace.

Valid Government functions can also be improved.

There are dangers of a subtle but pervasive expansion of
Federal influences and activity through the use of these
technologies, but such adverse results are not inevitable.
They can be overcome, if we set ourselves to the task, by
adequate law and policy to assure that only the desired
functions are performed.

Our responsibility for communi-

cations policy, and our location in the Executive Office
with a broad overview of Federal activities, gives OTP
important responsibilities in the area of protection of
the rights and freedoms with which your committee is
concerned.
This concludes my prepared statement, Mr. Chairman, and
Mr. Joyce and I will try to answer any qvestions which
you and the other members of your Committee and staff
may wish to ask.

GSA DC 74.1051
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by far the most effective and least expensive way of meeting
research needs that require highly specific expertise or large
research teams too expensive to retain on a full-time basis. The
remaining $244,000 increase is to provide for eight additional fulltime employees, to reimburse GSA for the cost of leased space (as
required by law this year), and to cover other minor increases in
general expenses.
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policy recommendations to the FCC regarding frequency allocation
and regulatory procedures for land mobile radio services. If
adopted, these recommendations would result in the increased
availability of economical two-way mobile radio and car telephone
services for small businesses, local governments and private
citizens. Two years ago, a similar OTP policy recommendation in the
area of domestic satellites was adopted by the FCC, and that policy
is now on the verge of implementation; this month, we shall
witness the launch of the first domestic communications satellite
for service to the United States.
We shall continue our studies of regulatory procedures
and industry structure for common carrier communication services,
especially with regard to the introduction of new technologies,
with the objective of making these services available to the
American public in a more efficient and effective manner.
I am prepared to discuss these and other matters with
Subcommittee,
and I particularly welcome the opportunity to
the
matters
with the new members of the Subcommittee and
discuss these
familiarize them with the programs and policies of our Office.
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Mr. Chairman and members of the Subcommittee, I appreciate
the opportunity to discuss with you the budget request of
the Office of Telecommunications Policy (OTP) for Fiscal
Year 1975. I believe you have our Budget Estimates for
the upcoming year. With your permission, I would like to
submit for the record a more detailed statement of the
1973-1974 Activities and Programs for our Office.
OTP has requested $9,512,000 for Fiscal Year 1975, an
increase of $7,386,000 over our Fiscal Year 1974 appropriation.
Most of this increase, $6,098,000, reflects the consolidation
into the OTP budget of the funding for the technical and
analytical support provided to OTP by the Office of Telecommunicationq, Department of Commerce. This is being transf-rred
from the Commerce budget to our own budget. The transfer and
consolidation is the result of suggestions of this Subcommittee,
your counterpart in the House, as well as the House and Senate
Appropriations Subcommittees for State, Justice, Commerce, and
Judiciary.
The $6,098,000 requested in our budget for Commerce support
activities includes an increase of $1,717,000 (and 23
additional positions) for the support program itself. Most
of this increase is necessitated by the rapid growth and
change in the Federal Government's use of radio frequencies.
This requires a larger number of frequency assignment requests
to be processed and increases the workload of technical analysis
needed to keep that growing number of communications,
navigation, and radar systems from interfering with one
another. OTP is now processing approximately 5,000 frequency
assignment actions per month. We have implemented procedures
requiring all Government agencies to submit their frequency
plans well in advance so that spectrum availability can be
evaluated prior to the commitment or expenditure of public
funds.
In addition, $1,100,000 is requested for our program of
outside studies and research beyond the scope of our staff
or that of the OT support group. We have reviewed carefully
the need for this program of studies, especially considering

2
the inclusion of the Commerce support in our budget, and
have concluded that it is by far the most effective and
least expensive way of meeting research needs that require
highly specific expertise or large research teams too
expensive to retain on a full-time basis. The remaining
$188,000 increase is to provide for eight additional fulltime employees, to reimburse GSA for the cost of leased
space (as required by law this year), and to cover other
minor increases in general expenses.
I would like to point out that the past year has been a
very active one for OTP, and I would like briefly to
highlight some of this activity.
In the field of public safety communications, OTP has
prepared, in cooperation with other agencies, a comprehensive
plan for emergency medical services. This plan provides for
nationwide standardized frequencies for emergency medical
use, specialized medical data _handling circuits, communications
networks for biomedical telemetry, and other features designed
to provide rapid communications capability in medical
emergency situations. Medical authorities have stated that
this program could lead to the saving of thousands of lives
each year. OTP has also continued its implementation of
the policy relating to the "911" universal emergency telephone
number.
In October 1973, OTP initiated a formal program for the
planning and coordination of the Federal Government's telecommunications systems and services. The objectives are to
identify communications activities and resources, to promote
economy through sharing of facilities and elimination of
duplication, and to encourage the use of more efficient
communications to improve productivity. The program requires
each department to document its long-term planning for
communications and to submit plans for interagency coordination
at an early date. The first reports under this program are
to be submitted in August of this year.
In the area of cable television, the President's Cabinet
Committee on Cable, for which OTP provided staff support,
completed its study and published its report. To implement
certain recommendations of the Committee, OTP has prepared
legislation, now in the OMB clearance process, and hopefully
it will be submitted to the Congress later this year.

to
With regard to broadcasting, OTP submitted legislation
the Congress in 1973 proposing a revision of the FCC
broadcast license renewal procedures. We have also
developed legislation to provide long-term financing for
the Corporation for Public Broadcasting, and we have
forwarded to the FCC a report on VHF broadcast channel
assignments that could lead to an increase in the number
of VHF television stations.
In other areas, we have prepared legislation to amend the
Communications Satellite Act of 1962 to reflect changes in
international satellite communications that have occurred
over the last twelve years and to clarify procedures for the
establishment of new international satellite systems. We
have submitted policy recommendations to the FCC regarding
frequency allocation and regulatory procedures for land
mobile radio services. These recommendations have been taken
into account by the FCC in its rulemaking proceeding, and,
hopefully, will result in the increased availability of economical
two-way mobile radio and car telephone services for small
businesses, local governments and private citizens. Two
years ago, a similar OTP policy recommendation in the area
of domestic satellites was adopted by the FCC, and that
policy has now been implemented; just recently we witnessed
the launch of the first domestic communications satellite
for service to the United States.
Last week, OTP submitted a report to Congress concerning
a Federal Government program to assess the biological effects
of radio waves. This second annual report summarizes
activities by several Government agencies during 1973.
The program is designed to produce a sound scientific understanding of how non-ionizing electromagnetic radiations
affect man and his environment. Internationally, progress
was made in establishing cooperative activities and
technical exchange in this area. For example, an international
symposium was held in Warsaw, and a United States delegation
is now meeting in the Soviet Union.
I am prepared to discuss these and other matters with the
Subcommittee, and I particularly welcome the opportunity to
discuss these matters with the new members of the Subcommittee
and familiarize them with the programs and policies of our
Office.
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an system of broadcasting,
The basic structure for the Americ
ed on the
created in the 1920's and early 1930's, was premis
twin concepts of private responsibility and public accountability.

In that the broadcaster was authorized to use the

public airways, a scarce resource, he would be responsible
for serving the needs and interests of the people in his local
community, and would thus be held accountable to the public
for the se7vice he rendered in executing this responsibility.
As part of this structure, and clearly distinguishing broadcasting from other media, was the provision that broadcasters
would be federally licensed.

This fundamental decision was

made by the Congress in the Radio Act of 1927 and again in
the Communications Act of 1934.

The licensing system, thus, presents the Government with a unique
dilemma.

On the one hand, the Act requires the Federal

Communications Commission (FCC) to gran

and renew applications

for broadcast licenses if the public interest, convenience,
and necessity are served thereby.

This necessarily means

that the Commission will have to hold the broadcaster accountable
for, and pass judgment in some way on, the broadcaster's programming.

On the other hand, there is a fundamental Constitutional

principle and public policy that the First Amendment should
protect from governmental intrusion and interference those who

2
disseminate news, information and ideas to the public, so that
the free flow of information to an informed electorate will
be unimpeded.

This dilemma requires a particularly delicate balancing act
renewal
on the part of the Government with respect to license
procedures.

The manner in which renewals are treated is basic

to the GovIrnment's relationship to broadcasting.

The procedures

inevitably
and criteria governing the license renewal process
have a profound effect on the daily operations of licensees
public
and the way in which they determine and fulfill their
interest responsibilities.

If broadcasters see instability

regulatory
in license renewal, they may seek economic and
will most
safety by rendering the type of program service that
nearly assure renewal of their license.

If the Government sets

detailed performance criteria to be applied at renewal time,
criteria,
the result will most likely be that the Government's
community's
instead of the broadcaster's perceptions of his local
ring his
needs and interests, will become the benchmark for measu
public interest performance.

Neither the broadcaster's nor the

information
public's First Amendment interests in the free flow of
would be served in such situation.
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Broadcasters should be permitted and encouraged to disseminate
ideas and information, whether popular or unpopular, whether
consistent or not with the views of any particular government.
Broadcasters should be encouraged to serve the actual needs
of their communities rather than some arbitrary definition of
needs imposed by a federal bureaucracy.

Yet, current and

proposed license renewal procedures could give the FCC the
power to renew licenses of only those broadcasters whose
programming meets government-imposed standards or criteria.
The price of achieving stability in broadcast licensing should
not be the insulation of broadcasters from their local
communities by making them more responsive to the Government.

Counterbalancing the goal of reasonable stability in the
license
renewal process, however, is the prohibition in the Communic
ations
Act against anyone acquiring a property right in the broadcast
license and the First Amendment goal of promoting a diverse
and unfettered flow of information and ideas.

The Government

has an affirmative duty under the Communications Act and the
First Amendment, therefore, to foster competition in broadcasting
and to assure that broadcasters are responsive to the needs of
their communities.

The spur of competition and the threat
of

non-renewal also are indispensable components
of broadcast
reaulation.

41111.11,
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These are lofty and complex considerations.

There is room for

differing views on the priorities and about the proper balance
to be struck.
differences.

The issues transcend short-run political
The decisions the Congress makes on license

renewal and on other broadcasting and cable communications
matters it will face in the next few years will have a major
effect on the flow of information and freedom' of expression
in our society for the rest of this century.

The Congress can take an important step now by adopting a
renewal policy that brings reasonable stability to the renewal
process; that insulates the broadcaster from the effects of
arbitrary and intrusive governmental influence; that turns
a broadcaster toward community standards and away from Government standards; and that protects the public through clarification
and enforcement of the broadcasters' public interest obligations.

I would now like to address myself

primarily to the provisions

to H.R. 12993,
of S. 1589, the Administration's renewal bill, and
problems and
the House bill, and analyze them in terms of the
objectives just discussed and needed changes in license renewals
that should be made.

made with respect
There are four essential changes that should be
license renewal process:
to present practice and procedures in the
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(1) the term of broadcast licenses should be extended from three
to five years; (2) there should be no requirement for a mandatory
comparative hearing for every competing application filed for
the same broadcast service; (3) restructuring of the broadcasting
industry through the renewal process should be prohibited; and
(4) the FCC should be precluded from using predetermined
categories, quotas, formats and guidelines for evaluating the
programming performance of the license renewal applicant.

1.

Longer License Term

Both S. 1589 and H.R. 12993 would extend broadcast license terms
from three to five years.

We support this proposal as consistent

with the public interest goal of stabilizing the renewal process.

In the early days of radio a three-year license term was a
reasonable precaution for dealing with and supervising an infant
industry.

In keeping with the present maturity and modern

complexities of the broadcasting industry, a five-year term
for broadcasters would be appropriate and consistent with the
terms for all other licenses granted under the Communications Act.

2.

Comparative Hearing Procedures

Presently, the law requires an automatic, inevitably lengthy and
costly, comparative hearing whenever a competing application is
file

IWO
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for the same broadcast service.

Under the Administration bill,

S. 1589, the procedures presently applicable to a petition to
deny renewal of a license, which are unaffected by our bill,
would apply also to a competing application.

Thus, the challenger

would bear the initial burden of demonstrating that the renewal
applicant had not met the renewal criteria of the Act; the FCC
would be able to exercise its independent judgment as to whether
a comparative hearing was necessary; and a hearing would be
required only if the Commission had cause to believe that the
broadcaster's performance might not warrant renewal.

It is important to remember that at stake in a comparative
hearing is the incumbent licensee's right to operate as a
private enterprise medium of expression.

In order to insure

that such expression is robust, wide open, and unintimidated,
this right should be revoked only if cler and sound reasons of
public policy demand such action.

This change would afford the

licensee a measure of stability and some necessary procedural
,protections.

We should not lose sight of the fact that being

put through the effort and expense of a five to ten-year
comparative hearing is itself a penalty that can be imposed
upon a superior broadcaster simply by filing of a competing
application.
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The expectation of receiving a hearing automatically, with no
additional burden of establishing deficiencies in an incumbent's
performance, can only encourage the filing of competing applications
for bargaining leverage, or harrassment.

This undermines the

stability of the renewal process, turning it into a forum for
inflated promises, and increasing the risk that the process will
be abused for ideological or political purposes.

H.R. 12993 lacks procedural safeguards incorporated in S. 1589
and thus fails to afford the broadcaster sufficient procedural
protection from these risks.

3.

Prohibition Against Restructuring Through the
Renewal Process

The third necessary change is to preclude the FCC from any
restructuring of the broadcasting industy through application
of various policy criteria in individual renewal cases.

Under

S. 1589, the FCC would be prohibited from using against the
renewal applicant any uncodified policies.

If the FCC wished

to impose or change industry-wide policies affecting broadcast
ownership or operation, it would have to use its general rule
making procedures.

This proposal would prevent arbitrary action

against individual broadcasters; would foster the certainty and
stability necessary to good broadcast operations; and would

have the additional benefit of assuring that all other
interested parties would have opportunity to participate in
the proceeding before the rule was adopted.

For that reason, we support that provision of H.R. 12993
prohibiting the utilization of cross or multiple ownership or
integration of ownership and management policy principles as
criteria in a renewal proceeding unless codified.

It should

be clear, however, that S. 1589, prohibiting utilization of
any policy not reduced to a rule, affords both the broadcaster
and the public much greater protection from capricious administrative action than does H.R. 12993, and is thus to be
preferred.

4.

Clarification of Renewal Standards and Prohibition Against
Use of Predetermined Performance Criteria.

The Communications Act of 1934 fails to define what constitutes
the "public interest, convenience and necessity," and in the
intervening years this standards has come to mean different
•
things to different people. Important and sweeping powers
over broadcasting delegated to an administrative agency without
any more specific guidelines as to their application than the
"public interest," almost invite arbitrary, unpredictable, and
ever-increasing regulation.

Such vague standards also invite

rampant second-guessing of administrative agency action by the
courts.

9 While there is a need to clarify the public interest test
used to evaluate the performance of a renewal applicant, we
must avoid adopting a test that would risk abridging the First
Amendment rights of broadcasters and the public.

Such a risk

is presented by the current impetus, expressed in the
Commission's Docket No. 19154, for example, to establish
performance quotas or program percentages as a means to judge
a licensee's programming performance.

While such standards would appear to be purely quantitative
criteria, it is difficult to conceive of an instance in which
the Commission would not look beyond the mere numbers.

Since

program performance would be what is being measured, it seems
reasonable to assume that the Commission would be driven
inevitably to making qualitative judgments on program content
within quantitative benchmark.

If past regulatory history

is a reliable indicator of future conduct, we could expect
to see such quantitative criteria applied in an increasingly
subjective manner and inflated over the years in an elusive
game of measure and countermeasure between the regulators
and the licensees.

- 10 If this should occur, the licensee would not be fulfilling his
obligations to operate the station in accordance with the needs
and interests of his community, but in response to the requirements of a Federal agency.

S. 1589 would therefore explicitly prohibit the FCC from
considering any predetermined performance criteria, categories,
quotas, percentages, formats or other such guidelines of general
applicability with respect to a licensee's programming.

H.R. 12993 contains no prohibition against such quantification
of the public interest and is deficient in that regard.

Both H.R. 12993 and S. 1589 would clarify present license renewal
standards, but go about the task in different ways.

S. 1589

provides that in addition to compliance with the technical,
legal, financial and other requirements of the Communications
Act of 1934 and the FCC rules, the FCC could apply only the
following two criterja when evaluating a licensee's past or
proposed performance under the public interest standard:
(1) the ascertainment obligation, by which the broadcaster must
be substantially attuned to the needs and interests of its
service area and make a good faith effort to respond to those
needs and interests in his programming; and (2) the fairness

able
e
obligation, by which the broadcaster must provid reason
opportunity for discussion of conflicting views on public issues.

These two criteria represent a distillation of what the public
interest standard means in the context of license renewals.
First, that the broadcast license is granted in trust for public
service to a particular locality, and second, that the licensee,
e.
as trustee, is responsible for providing such servic

The

FCC's role would be limited to review of the licensee's reasonable
and good faith efforts in executing these obligations.

In the

context of FCC review of broadcaster performance, "good faith"
is an objective standard of reasonableness and not a subjective
standard relating to the broadcaster's intent or state of mind.
to focus
It makes clear the intent of Congress that the FCC is
sts in
on the community's definition of its needs and intere
programming rather than imposing on the broadcaster and the
community the Commission's own judgments about what is good
programming.
•
would
condition the renewal of a broadcast
H.R. 12993 also
license on the retrospective assessment of a licensee's
ascertainment efforts and whether his operations have been
responsive to the needs, views, and interests of the public
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in his service area as ascertained.
of course, to that of S. 1589.

This provision is similar,

Both bills would turn the

broadcaster back to his community to find what programming will
serve the public interest, and are thus designed to reduce the
role of the government in the relationship between a broadcaster
and the local community which he serves.

We therefore support

this aspect of H.R. 12993.

Although we do not consider the House bill's failure to address
specifically in this context the broadcaster's fairness obligation
as a serious deficiency, the Congress should not allow the
opportunity presented by license renewal legislation to pass
without expressing the need for some substantial improvement
in enforcement of the fairness obligation under the FCC's
Fairness Doctrine.

The broadcaster's fairness obligation to present contrasting
views on controversial issues of public importance is a longstanding requirement.

It is intended to protect the broad

interest of the public in fostering a diverse flow of information
and ideas.

We support the enforcement of this fairness

obligation as long as it is done principally, and as originally
intended, on an overall basis at renewal time.

What we do not

support is the present approach of enforcing this obligation on an

•
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issue-by-issue, case-by-case basis.

It is this enforcement

process that has come to be known commonly as the Fairness
Doctrine and has become so chaotic and confused.

If the Congress decides to make no specific reference to the
fairness obligation, then the legislative history of the renewal
bill should include a congressional statement that the preferred
way to evaluate the broadcaster's journalistic responsibility
is by overall review of his performance under the fairness
obligation at renewal time rather than on a case-by-case basis
throughout the license term.

The legislative history of H.R. 12993

is silent in this respect, and that in itself is a deficiency.

H.R. 12993 would add some provisions to the Communications Act
that S. 1589 does not cover.

These include addition of the

word "views" to the usual formulation of'4-the broadcaster's
ascertainment obligation; a requirement for FCC procedures
governing negotiations between broadcasters and persons raising
significant issues about station operations; a requirement for
strict adherence to time limits for filing petitions to deny;
removal of the exclusive jurisdiction of the U.S. Court of
Appeals for the District of Columbia over license renewal matters
and other appeals of certain decisions and orders of the FCC;
requirement for continuing FCC study of deregulation in the
broadcast service; and a requirement that the FCC complete
action on Docket No. 18110, regarding cross-ownership matters.
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isions.
I have no quarrel with most of these prov

I believe,

would inject
however, that the addition of the word "views"
ort Senator
confusion into the ascertainment process, and I supp
Scott's bill in its deletion of the word.

Moreover, I object

good faith
to the section dealing with FCC procedures for
negotiations with complainants durina the course of the license
period.

Of course, broadcasters should always deal in good

ts.
faith with persons raising significant complain

This is an

met throughout
important obligation that most broadcasters have
the years.

on
But I see no need to invite further FCC regulati

the communities
of the relationship between the broadcaster and
relationship in an
he is licensed to serve, nor to cast this
itself, if improved
adversary mold. The license renewal process
, will provide adequate
by the legislation before the Congress
local public
incentives for the broadcaster to cooperate with
be renewed.
groups and interests, if the license is 'to

with H.R. 12993 are that it does not provide
The major concerns
the harassment that can arise from the
adequate insulation from
ing requirement for competing applications
present automatic hear
in Government control of program content
and from the increase
adoption of illusory quantitative program
that could result from

-,•
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standards and guidelines.

These are serious deficiencies in

light of recent broadcast regulatory history which has witnessed
an increase in filing of competing applications, and an apparently
inexorable accretion in regulatory power, and willingness to
apply that power, to force compliance with administratively
imposed program requirements.

The 1960's, for example, were

marked by the administrative and judicial evolution and application
of the Fairness Doctrine on a case-by-case basis to specific
program and commercial content; the WHDH case; and by the
regulatory establishment of licensee obligations to carry
specific types of programming.

This process has continued into

the 1970's, which have been marked by a variety of proposals
to force broadcasters to carry counter-advertising, to prescribe
how children's programs should be improved, and to set mandatory
percentages of various types of TV programming.

Of course, the FCC and the courts have not had this territory
entirely to themselves.

Executive Branch officials in this

and past administrations have also expressed their concerns
about broadcast program content.

But the Executive Branch has

no life and death control over broadcasters, as do the other
branches of government, so broadcasters can pay the Executive
Branch less heed.

But, given the trend of increasing Government

controls, it is easy to see why broadcasters might get edgy when
any official makes a critical comment.

- 16 Whether attempts to influence broadcast programming have come
from the FCC, the courts, or the Executive Branch, it is the
existence of regulatory mechanisms of program control that
gives rise to the potential for abuse, and it is the existence
of these mechanisms that the Congress should deal with through
enactment of legislation.

I submit that much of the current political turmoil over abuse
of FCC processes makes it clear that there is a definite need
for increasing the insulation of the broadcaster from governmental
intrusions in his First Amendment rights.

This could be achieved

by enactment of license renewal legislation that contains the
essential safeguards of S. 1589 which are missing from H.R. 12993.

S. 1589 is designed to strengthen the First Amendment freedoms
of broadcasters.

All four changes in ourbill promote the

cause of less -- rather than more -- Government regulation and
substitute, as much as possible, the voluntary exercise of
responsibility by broadcasters for the often heavy and arbitrary
hand of Government.

In short, both S. 1589 and H.R. 12993

turn the broadcaster back to his service area for guidance on
his program service, but only S. 1589 achieves this fully by
insulating the broadcaster from arbitrary or capricious Federal
interference in his First Amendment rights.
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Mr. Chairman, members of the Sub-Committee, I welcome this
opportunity to appear before you today to discuss S. 3825,
the Administration's proposed long-term funding plan for
public broadcasting.

It was four years ago that I appeared before you at the hearing
regarding my confirmation as Director of the Office of
Telecommunications Policy (OTP).

At that time, you reminded

me of this Administration's pledge to submit a long-range
funding plan for the Corporation for Public Broadcasting (CPB)
and the local educational stations it is intended to serve.
I promised that we would do so.

I never realized then what

an arduous journey it would be before we could keep that
promise.

Working closely and constructively with public broadcasters,
we have now devised a financing mechanism that satisfies as
fully as possible the many objectives and concerns surrounding
such an important and sensitive subject.

Mr. Chairman, the bill is analyzed in detail in the material
we submitted with the legislation, and I offer it for the
record.

Therefore, I would like, in my time here today, to
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review briefly how we arrived at this financing approach and
how this approach serves and enhances the fundamental principles
first set out in the Public Broadcasting Act of 1967.

Those principles are, first, that there must be local station
autonomy from centralized control within the public broadcast
system and, second, that there must be insulation of programming
from Government control arising out of the use of Federal funds.

We all agree that program choices must be left to the judgment
of broadcasters, independent of the wishes of Government officials.
But a medium of expression funded through the Federal appropriations
process can never be totally independent of Government.

It

matters little that governmental control is not actually exerted
over programming; the mere potential for such control and influence
can chill--or charm--the exercise of independent judgments
by educational broadcasters.

For these reasons, the Carnegie

Commission on Educational Television strongly recommended
permanent, insulated financing for the Corporation--that is,
financing completely free of the budgetary process of the
Executive Branch and the appropriations process of the Congress.
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OTP rejected this recommendation, just as the Johnson
Administration and this Sub-Committee did in 1967, when
legislation created the framework, but not the financing,
for public broadcasting.

The reason for the rejection is

that the Congress has an inescapable responsibility for
holding the recipients of tax dollars accountable for their
use of public funds.

This is a valid and necessary governmental

responsibility even when the recipients of such funds operate
a communications medium.

Annual appropriations are just as unacceptable as permanent
appropriations, because there is insufficient insulation between
the budgetary and appropriations processes and sensitive
programming judgments.

A multi-year appropriation represents

a reasonable balance between the conflicting objectives of
insulated financing and Government fiscal responsibility.

We did not, however, urge multi-year appropriations prior to
this time, since we felt an obligation to see that public
broadcasting was developing in line with the goals of the
1967 Act--to do otherwise would be to set in concrete a system
which worked at cross purposes to the intention of that
legislation.

The Administration's recognition of this

responsibility was interpreted by some as an attempt to
dismantle public broadcasting.

But we were not quarrelling

-4-.
with public broadcasting as envisioned in the 1967 Act.

We

did object to a fixed schedule, real-time public network
controlled and programmed in Washington in a manner that made
a sham of meaningful local participation.

Despite those problems, this Administration continued its
support for the public broadcasting system, recognizing its
contributions as well as its shortcomings.

Our funding requests

for CPB have increased from $5 million in 1969 to $60 million
for 1975.

But we rightly withheld support of a long-range,

insulated funding plan, until the public broadcast system
operated with checks and balances adequate to merit long-term
funding without intervening Congressional review.

Over the years public broadcasting changed.

The structure

of the system and the policies of CPB and the Public Broadcasting
Service now reflect the importance of a direct and real local
station participation in programming decisions at the national
level.

We have reached the point where insulated funding of

the system is not only appropriate, it is essential if public
broadcasting is to continue its present course to excellence
and diversity.

I would now like to turn to the provisions of the Administration's
proposed bill.
broadcasting.

S. 3825 is more than an appropriation for public
It completes the basic structure established in

,
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the 1967 Public Broadcasting Act by providing for insulated
funding, with Congressional oversight every five years, and
fosters the goal of local autonomy by the "pass-through"
of funds to local stations.

Under this financing plan, funds would be simultaneously
authorized and appropriated on the basis of a matching formula.
The Federal Government would match 40 percent of the entire
public broadcasting system's non-Federal income for each fiscal
year.

This amounts to one Federal dollar for every $2.50

contributed to public broadcasting by non-Federal sources.

This matching fund formula insures strong Federal support for
public broadcasting and, at the same time, creates an incentive
to generate non-Federal contributions.

As the Federal share

will represent at most 28 percent of public broadcasting's total
income, the matching principle also assures that Federal funds
will not dominate the financing of the system.

It is clearly necessary for the Administration to propose and
for Congress to set a maximum amount--or ceiling--for the
Federal funds available in a given year.

The annual ceilings

proposed in S. 3825 reflect the Administration's estimate of
the needs of the system.

The ceilings also take into account

the other demands upon the Federal budget, as well as the overriding need to economize in the face of current fiscal problems.
I believe that the ceilings in our bill are adequate.

Naturally,

those in public broadcasting believe that higher ceilings are
needed.

However, this is the first venture into multi-year

appropriations for public broadcasting and it is prudent to
establish conservative limits at the outset.

The proposed legislation also serves the essential principle of
localism by building into the system checks and balances against
centralization of power over programs and operations.

The

Administration's support of localism often has been misconstrued
to mean that we are against nationally produced and distributed
programs and want only those that are produced and originated
at local stations.

Of course, there must be a balanced mix of

nationally and locally originated programming, but this is
not the main thrust of the localism principle.

It is that

local educational stations should have a substantial role to
play and a voice in national programming decisions and a
meaningful choice in deciding whether to broadcast those programs
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to their local audiences.

This concept goes back to the Congress'

own intent in the 1967 Act.

The system created by that legis-

lation was based on the concept of localism not merely because
local autonomy in and of itself was seen as a desirable social
goal.

It is also the best way to promote the more basic concept

of diversity.

Only when there is assurance of substantial

diversity of ideas and information will a Government-funded
medium of expression be compatible with our country's values; and
it is only then that exercise of governmental budgetary responsibilities can be limited to five-year intervals.

To foster the principle of localism, S. 3825 requires that a
substantial percent of the annual appropriation of the Corporation
be passed on to the local stations for use at their discretion.
In

addition to insuring significant financial support for local

stations, the bill requires the Corporation to consult with the
stations in making decisions regarding the distribution of the
Federal funds.

I recognize that, controversial as it has been in the past,
the notion of pass-through funds to enhance local station
autonomy in a structure of checks and balances is not particularly
controversial now.

As is apparent from the enactment of the

Budget Reform Act of 1974,-hoWever a multi-year appro
priation
is an extraordinary request to make of both the Executive
and
Legislative branches.

But public broadcasting, and the
viewers

and listeners it serves, should ask for or accept no
less from
those of us in Government.

The financing of public broadcasting presents rare and
unique
circumstances in which the Executive and Legis
lative branches
should give up some of the control they wield over
federally
funded programs by virtue of the annual authorizat
ion and
appropriation process.

This unusual funding mechanism is

essential, if the public broadcasting syste
m as conceived by
the 1967 Act is to succeed.

It is that simple.

For that reason

the Administration has put aside its own reservations and
has
proposed this bill.

For the same reason Congress should
loosen

its control of public broadcasting's pursestrings and
pass this
legislation.

The past seven years have brought us all to a point
at which we
simply must trust the people who run the stati
ons and the national
public broadcast organizations and trust the
American people who
would be the true beneficiaries of this funding
approach. I
am not asking the Congress to have blind faith
in public broad-
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emu.

casting; just as I did not ask that of the President in urging
him to send this legislation to the Congress.
created the system; it is a reality.

But we have

We must now give it a

chance to succeed according to the original vision for a truly
independent and financially insulated system of public broadcasting.

To do so, I have discovered, you must be willing to

respect both reality and idealism.
to combine the two.

This bill is our best effort

I commend it to you and your colleagues.

am

•
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Mr. Chairman, members of the Subcommittee,II welcome this
opportunity to discuss S. 1167 and the structure of the
nation's domestic communications industry.

At the outset,

I should point out that when I say "communications," I am
referring to all segments of our electronic communications
industry with the exception of broadcasting.

A discussion such

as this is particularly appropriate at the present time.

Unlike

almost every other country in the world, the United States has
a reliable, widespread low-cost communications infrastructure.
In that sense, one of the major goals of the 1934 Communications Act has been achieved.

But the rapid innovation and decreasing cost of electronics
has now opened a host of new ways to use and augment this basic
communications capability.

We must therefore seriously inquire

where we are to go in the future and how we will get there.

Before

discussing the specific problems confronting us today with regard
to competition in the field of communications, I believe it would
be useful to touch briefly on the development of common carrier
communications in this country.

The Subcommittee has heard a great deal about the history of
the Bell System, its size, and its vertical and horizontal
integration, and I do not want to take a lot of time with a
history or description of AT&T.

Suffice it to say that Bell
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is where it is today for two principal reasons. First, like most
public services requiring the installation of pipelines, cable
and conduits in local geographic areas, telephone service has the
characteristics of natural monopoly in each community.

Secondly,

Bell's early telephone patent position led to its rapid ascendency
in the field of telephony and made it a prime candidate for
acquiring other telephone systems in the early days of the industry.
These combined factors had the effect of insulating the Bell System
from competition in the provision of switched telephone service.
AT&T is uniquely large in American business:

It employs 1-1/2%

of our labor force, uses 10% of the •new capital investment each
year, and has revenues of over $20 billion annually.

You have also heard a lot about the history of communications
regulation, so I do not want to go into great detail on that
subject, except to note that, in the early days of the telephone
industry, regulation was not a significant problem.

I suppose

that this was due in large part to the fact that in the era
when communications services were synonymous with public telephone
and telegraph service, the national policy of universal service
at reasonable rates was entirely in accord with Bell's own
objectives.

Indeed, Title II of the 1934 Communications Act

set the legal framework for FCC common carrier regulation around
the assumption that telephone and telegraph service were the
only feasible communications services.
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It is important to emphasize that up until about the 1940's
common carrier communications services consisted exclusively
of telephone and telegraph, both of which were characterized
by natural monopoly features.

But the advent of new technologies -

new developments in radio communications, microwave transmissions,
solid state circuitry, and so on -- began to provide us new
methods of communication.

It became possible to send a

message electronically from one point to another without having
to go through the switched telephone network; and it became
possible to use the telephone lines for a variety of new
communications purposes.

These new services, made possible by

advances in electronics technology, do not have natural monopoly
characteristics, and it became apparent that there was no need for
all communications services and equipment to be provided by
a single supplier such as the telephone company.

This was recognized as long ago as 1949, when the FCC allocated
frequencies for mobile radio service to various private groups,
as well as to companies not affiliated with the telephone
carriers for the provision of mobile radio services to the
public.

Ten years later, in 1959, the Commission made point-to-

point microwave frequencies available to private companies
having large communications requirements. More recently, the
FCC has decided to permit so-called "specialized common carriers"
to provide city-to -city private line services and to allow domestic
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satellite communications services to be provided by non-Bell
entrants.

Again, this was in recognition of the fact that there

was no need for having any and all communications services provided by a single company.

In the equipment area, the telephone industry originally developed
as a complete two-way communications service, and the telephone
company historically supplied its customers with all elements
needed for system function, including terminal equipment.

As

I mentioned earlier, the integration of service and equipment
was based historically on the original Bell patents, and for years
the telephone tariffs prohibited the attachment of any non -Bell
equipment to the transmission lines.

This prohibition has been

challenged with increasing frequency since the 1950's, as
customers
began to discover that newer, less expensive equipment could be
used with telephone lines, and the FCC, supported by the courts,
has forced Bell to make some important exceptions to this rule.

None of these decisions to adapt the Communications Act to
new technologies and new services seems remarkable in retrospect,
but the difficulty and the slowness with which they were made
show how the regulatory apparatus of the 1930's has come to be
a major impediment to the natural growth of new communications
services.
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All of these decisions of the FCC and the courts are expressions
of the fundamental public policy that consumers are more likely
to get the services and products they want, and get them
more quickly and at lower cost, if they are available from
diverse sources.

We have traditionally viewed monopoly as an

exception to the general rule of competitive free enterprise,
and the Supreme Court and the Congress have repeatedly stressed
the broad public interest benefits of anti-monopoly policies.
Monopolistic industry structure has been sanctioned historically
only in key public services where necessary and where justified
by the presence of natural monopoly characteristics.

In short,

the burden has been on the monopolist to justify his monopoly status,
and regulation has been directed at protecting customers and other
businesses from the monopoly.

But a curious and perverse twist has occurred in the communications
industry.

The Communications Act vested the FCC with regulatory

jurisdiction over all interstate electronic communications.
This was perfectly acceptable in 1934 when communications meant
telegraph and switched telephone services, both of which were
and are characterized by conditions that justify a monopolistic
industry structure and, hence, extensive economic regulation.
But with all communications services by statute under a
regulatory umbrella, affirmative authorization is required before
any new service can be offered -- to a few desirous customers
or to the general public -- by a new entrant.

•,
'
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The FCC has thus been placed in the posture of "permitting

competition," a posture that is entirely antithetical to our
basic traditions.
have shifted:

The burden and the benefit of regulation

The would-be provider of a new communications

service, rather than the monopolist, is now required to justify
his existence, and the monopolist, rather than the would-be
customer of that new service, receives the protection of the
regulatory machinery.

We have had a surge in innovation and cost-reduction in
electronics; already it is finding its way into consumer
products and business services.

But the public benefit will

be cut short if our regulatory mechanisms keep these electronic
devices from being used in electronic interstate commerce
over communications lines.

The natural pressure from customers

and would-be suppliers for competition with monopoly carriers
is, under the existing provisions of Title II of the Communications
Act, turning the Government into a cartel manager, apportioning
markets among the "competitors."

Indeed, we are even seeing

the perverse phenomenon of many new entrants seeking regulated
status in order to secure the protections and benefits that
such status accords.

In short, the 1934 regulatory apparatus

works reasonably well for the purpose for which it was designed,
namely, regulating basic telephone service; but that same
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regulatory apparatus has become a barrier to compet
ition and
innovation required for the future direction
of communications.

The end result is that innovation is discouraged;
and customer
needs, especially small -market needs, are not
translated into
incentives for new services. The major
expense of developing
a new communications service for the public is often
the legal
expense of fighting established carriers in the regula
tory process
for permission to offer the service to would-be custom
ers, rather
than the development of the service and equipment itself
.

What, then, should be the fundamental principles upon which
our
future communications policy should be based?

I believe there

are four basic principles that should apply:

1.

The •ublic-utilit

mono•01

in conventional tele•hone

service is still appropriate toda/.

The natural monopoly

conditions that originally dictated this
industry structure
remain unchanged, and no one suggests that basic local telephone
service be provided on anything but a monopoly basis.

Indeed,

thanks to the Bell System and to the regulatory policies of
the past, the United States has universal, low-cost telephone
service that is unparalleled throughout the world.
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2.

The monopoly concept should not be extended to other

communications services.

As I have indicated, we have

traditionally viewed monopoly as the exception, not the rule,
and unless the would-be monopolist or the public can demonstrate
special public policy considerations that justify monopoly,
it should not be permitted.

Communications was once a

homogeneous service that could properly be viewed as a public
utility.

But this is no longer the case. Most everyone wants

Or

needs a telephone; but not everyone wants a private branch
exchange, or access to data processing equipment, or a private
line between two cities, or an automatic answering device, or
a phone in his car, or any of the special capabilities which
electronic technology can make available to particular users,
packaged to meet their particular needs.

At present there

does not appear to be any service other than the local public
telephone service where monopoly rather than competition would
best serve the public interest.

3.

Any new entrant should be free to offer any service

exce t conventional sublic tele hone service.

In the absence

of a showing of need to protect the monopolist from competition,
there is no public policy basis for prohibiting customers and
suppliers from doing business with one another.

Indeed,

industry innovation to meet a wide variety of customer needs
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and interests will take place only if the customer is free
to seek out whichever company offers him the service best
suited to his needs and means.

4.

Any telephone customer should be allowed to buy and use

any communications device over the telephone lines.

The

natural monopoly features inherent in local switched telephone
service relate to the installation of transmission lines and
switching facilities; they are not present in the production
and sale of terminal equipment.

There are no technical or

economic considerations which dictate that a consumer be prohibited
from acquiring terminal equipment from whatever source he chooses
to use with his telephone line to suit his particular needs.

The

consumer should pay for his access to the line and for the
demands he places on the switching and transmission facilities
of the telephone company.

But what he does with the communications

capability he pays for is his business -- just as what he does
with his water, his electricity, and his gas is his business.

The established carriers have taken issue with the last three
of these principles, and I would like briefly to address their
arguments.

Regarding the second principle limiting monopoly

to public telephone service, the carriers have variously and
from time to time both welcomed and eschewed competition in nontelephone services.

Most recently, some of them have called

for a moratorium on new entry, urging that competition in
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communications should be permitted only if it can be shown
that no adverse impact will result.

This, of course, places

of having
the would-be competitor in the impossible position
to prove the negative.

But more importantly, what the carriers

than monopoly,
are saying in effect is that competition, rather
the face of the
has to be justified; this flies squarely in
fundamental presumptions of our free enterprise system, and
decisions, to which
is clearly contrary to the FCC and court
as the appropriate
I have referred, establishing competition
environment for non-telephone communications service.

n to seek
It is certainly the American way for businessme
preeminence in their businesses and to outdo their competition,
tion.
and the telephone companies, including AT&T, are no excep
that
But the whole basis for our free enterprise system is
business success should be won competitively in the marketplace
by providing the goods and services that customers want.

It

of AT&T
is unbecoming for a company the size and the stature
to
to use its legal, political and economic power to seek
extend its monopoly by governmental fiat into areas where monopoly
is not called for.

In my judgment, the Government cannot let

such an effort go unnoticed or unchecked.

There is little doubt that the recent aggressive campaign by
AT&T and other telephone companies to declare a moratorium on
competition will have a deleterious effect on the development
of new communications services by slowing the infusion of capital
and raising the legal fees required to challenge the established
carriers in the courts and at the FCC.

It would be a wiser and

more constructive course for these established carriers
to promote and facilitate all kinds of communications -expanding their business by expanding the use of their facilities.

With regard to the third principle -- that any new entrant should
be free to provide any communication services other than telephone
service -- it has been suggested that competition will cause a
departure from nationwide rate averaging.

The allegation is

that competitors in the private line, inter-city communications
market will seek to serve only low cost, high-density routes
between urban centers which until now have subsidized other
routes.

If this is true, I would simply say that it is not clear

that there is or has been a national policy encouraging business
users in urban centers to subsidize business users elsewhere.

The

policy of nationwide rate averaging may well continue to be
appropriate within the standard public telephone service.

However,

it is inappropriate to extend that concept beyond conventional
telephone service , and the argument that competition will destroy
rate averaging is just not true.
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It is also alleged that business users of communication services
subsidize residential telephone users, and that competition in
private -line and business terminal equipment markets would
destroy that subsidy.

Again, assuming the subsidy exists, I

question whether its elimination would have any noticeable impact
on the rates paid by residential users, particularly since the
competitive markets involved here account for only about 5% of
total Bell System revenues.

Consumers end up paying for most of the service anyway as business
users pass on their higher communications costs in the form of
higher prices for the goods and services that they offer to the public.
Moreover, such averaging gives the telephone companies incentive
to focus their new products and services on the more lucrative,
higher -profit area of service to businesses rather than residential
users.

In the final analysis, I do not believe that these subsidies, if in
fact they exist, are so significant or desirable as to warrant
denying the public the benefits that a competitive environment
will make possible.

Finally, as to the interconnection of non-Bell equipment into the
Bell network, it is said that this practice will result in
"harm to the network".

I cannot conclude that this problem

is really significant.

How is it, for example, that a radio

can be moved from one State to another and still work, despite

A.,
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the fact that no one has a national
monopoly on either the
supply of electricity or the manufact
ure of radios? How is
it that telephone users in those area
s of the country served
by non-Bell telephone companies can
call anywhere in the country?
There are any number of mechanisms,
formal and informal, by
which standards can be agreed upon
that will protect the telephone
network from harm. These standards
are very simple technically,
and are well within the capability of
our sophisticated electronics
industry. In any event, Government,
through the FCC, the National
Bureau of Standards, and the National
Science Foundation, is well
equipped to assist the industry.

The inescapable conclusion, Mr. Chairman,
is that competition
and monopoly must coexist ill our
communications industry. In
such an environment, the major policy
issues are: (1) which
non -monopoly services should the tele
phone companies be allowed
to offer, and on what basis; and (2) what
are the responsibilities
of monopoly telephone companies in faci
litating the use of their
lines?

One obvious approach is simply to exclude
Bell from offering
any other than switched public telephone serv
ice, but I believe
this is an unacceptable course. The Bell
System has given us
the finest, most modern telephone system in the
world, an
accomplishment of which it can justifia
bly be proud. We should
be most reluctant to deprive the Nation of the prod
uctive

_

- 14 potential of such an organization.

Bell, like any other company,

should be allowed to compete in the offering of any non -telephone
service where compelling public policy reasons do not dictate
otherwise.

Once it is found that there are no such compelling reasons, the
principal regulatory problems involve the possibility of purposeful
or inadvertent abuse of monopoly power to gain unfair advantages
in the competitive sphere.

One such problem is the potential

for cross-subsidy -- the pricing of competitive services below
cost and making up the difference by charging higher rates for
monopoly services.

The identification of cross-subsidies is

not easy, involving conflicting methods of cost allocation and
problems of availability of and access to proprietary cost information.
The FCC, for example, has been considering the pricing policies
of the established common carriers for at least the last six
years, and no definitive results have yet been forthcoming.

The Communications Act itself compounds the difficulty of the
cross -subsidy problem.

For example, the Commission may lawfully

suspend a tariff only for ninety days while it investigates the
reasonableness of the new rates, but after the ninety -day period
the tariff automatically goes into effect.

If the Commission

has not completed its investigation by that time, it may issue
an "accounting order" whereby revenues under the new tariff are
subject to refund to customers if the rates are found to be
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unreasonably high.

What may have been an appropriate procedure

for protecting the public against unreasonably high rates for
monopoly services is of no value in protecting competitors
against lost customers if the rates are found to be set below
costs, or if inappropriate costing methods have been used.

A second major problem that arises when the telephone company
participates in competitive markets is its opportunity to
restrict the use of its monopoly telephone network by its
competitors.

This Subcommittee has heard charges and counter-

charges regarding access by specialized common carriers to
local loop service and discriminatory practices directed against
users of non -Bell terminal equipment.

It would be inappropriate

for me to comment on the merits of any of these allegations,
except to say that liberal, non-discriminatory interconnection
with and access to the switched telephone network is feasible

and essential.

Moreover, there appears

to be no legitimate

reason for restricting the shared use and resale of the telephone
company's services; entrepreneurs who wish to develop new markets
or facilitate the use of communications services by serving as
brokers should be permitted to do so.

Anti-competitive practices

that restrict access should be dealt with vigorously.

The thrust of my testimony to this point, Mr. Chairman, is that
competition can, and indeed must, work in the communications

111
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business if the American public is to secure the benefits of
new services and lower costs.

Outmoded regulatory mechanisms

that protect monopoly rather than constrain it cannot be allowed
to carry over into the assumption that it is somehow "natural"
for all communications to be a monopoly.

The problems posed by

the existence of a monopolist in a competitive atmosphere are
enormously complex, but this should not cause us to abandon the
effort to accomodate th.„ two.

As I mentioned earlier, the advantages

offered by Bell's participation in some markets are significant, and
the task that confronts us now is to find new ways to insure that
Bell's participation is fair and equitable.

It would be easy, as many have done, to ascribe the problems
that confront us today to inept regulators and greedy businessmen; but that would be incorrect and unfair, and would mislead
us.

In my judgment the FCC and the courts have done a commendable

job trying to fit the 1934 Communications Act to the needs of
a more modern economy; and the businessmen of AT&T are among the
most competent and dedicated I have come in contact with.

Rather,

the problems stem from the fact that our regulatory mechanisms
and the structure of our common carrier communications industry
are becoming obsolete.

We should seek to redefine the regulatory

framework within which the FCC and the industry operate, rather
than cast blame on those who seek to do the best they can under
an outdated regulatory framework.
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This updating of our communications policy ican be achieved in
several ways.

Title II of the Communications Act should be

revised, systematically and thoroughly, to specify separate
regulatory mechanisms for monopoly services and competitive
services, and to establish firmly the principles I outlined
earlier.

Also, the anti-trust laws should be enforced to ensure

that regulatory mechanisms cannot become a haven for escape
from competition.

And the FCC should be encouraged by the Congress

to continue to facilitate the availability of a wide range of
communications capabilities.

Finally, a restructuring of the communications industry may
be necessary if competition and monopoly are to coexist constructively.
However, I do not believe that the precise measures contemplated
by S. 1167 are appropriate.

Specifically, I seriously question

the advisability of establishing yet another Government agency,
such as the Industrial Reorganization Commission that is contemplated
by this bill, to deal with these problems.

We should first stream-

line and modernize our existing regulatory machinery before, we add
additional layers of regulatory control.

We in Government should reaffirm that in the absence of compelling
unusual circumstances our economy will be based upon competition,
and insist that that policy be pursued.

If we modernize our
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Communications Act and our regulatory process to conform to that
policy, we can expect that we will continue to have the finest
telephone system in the world and will have, in addition, a
host of other diverse communications services available to
those in industry and the public who want or need them.

c)a
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Mr. Chairman and members of the Subcommittee, I welcome
the opportunity to appear before you today to discuss the
proposed authorization for public broadcasting.

As you know, OTP supports the principle of long-range
financing and acknowledges the inadequacy of current funding
arrangements for public broadcasting.

We have, nevertheless,

taken the position that long-range funding cannot be
undertaken before there exists a greater proximity
•
between the goals of the 1967 Public Broadcasting Act
and the public broadcasting system's present structure
and operation.

Appearing before this Subcommittee in February of 1972,
I attempted to outline the areas in which the public
broadcasting legislation and public broadcasting operation
had gone their separate ways.

I noted at that time that lack of CPB financial support
for station operations seriously undermined the autonomy
of local stations, the keystone of public broadcasting;
that a fixed-schedule, real-time network was coming to

2

pass, despite the plain meaning of the 1967 Act; that
homogeneity through centralized program centers and mass
audience techniques existed where the Act called for
diversity; that public broadcasting too often failed in
striking a reasonable balance between local and national
programming, and among cultural, entertainment, informational
and instructive programs.

Now this is not to say that public broadcasting did not
have many substantial achievements.

Along with the

achievements there has been continued support from the
Administration in the form of requests for appropriation
from $5 million in 1969 to $45 million in 1974.

I think

this demonstrates a real recognition of the achievements
of public broadcasting, and demonstrates the falsity of
the charge that we are trying to dismantle the system.
We must recognize, however, that public broadcasting is
meant to be more than a government-funded, high-class
variation on the commercial network theme.

Therefore,

we have taken the position that, until there is wholehearted compliance with the policies of the 1967 Act and
the future directions for public broadcasting are clear,
the Congress should not be expected to adopt a plan of
long-range insulated funding.
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Permit me then, against such a background to turn to
the CPB-PBS agreement, which has dealt with some of these
concerns, and which, I am delighted to say, has
made
progress in some areas.

For example, OTP had called for

a graduated distribution formula to assure local statio
ns
of financial support for their local operations.

The

CPB-PBS compromise incorporates this proposal, and
strengthens the autonomy and independence
of local public
television stations by permitting local statio
ns to
•
share CPB funds on a proportion which increa
ses as the level
of Federal funding increases.

The consultative process created by the Agreement may
not
be the final answer to the problem of local station
participation in program decision makin
g, but it does
remove some of the obstacles and inspires confid
ence that
CPB and the local stations can work together in finding
an equitable solution.

Yet the strength of local stations

in a public broadcast system of checks and balances will
not be felt until the stations have realistic progra
mming
alternatives to the programs fed by the national
network.
We shall continue to work toward that goal.

Similarly, the Agreement's approach to the interconnectio
n
problem is a positive step in attempting to minimize the
dangers of a fixed-schedule, real-time network, although
there remain questions which only time and experience
can answer.

Whatever your opinion of the CPB-PBS compromise,

several major areas require watchful waiting; indeed,
if the compromise itself calls for quarterly review by
the Partnership Review Committee, is it not appropriate
for Congress to review that partnership in an authorization
hearing one year from now?

But there are additional reasons why a one year authorization
would be appropriate at this time.

The future of public

broadcasting is still left somewhat uncerta
in by this
compromise.

It is only realistic to adopt a wait and

see attitude when faced with something which promises to
do so much in so vast an enterprise as public broadcasting.
It was appropriate in 1967 when Congress wrote the Public
Broadcasting Act; it is appropriate now.

Indeed, it is

not inappropriate to recall that the one time Congress
did provide multi-year authorizations, public broadcasting
moved to centralized program production and fixed-schedule
networking, the two major causes of our present difficulties
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Although the CPB-PBS agreement represents a step forward
in dealing with such problems, the new PBS must use caution
or else it could itself become a centralized bureaucracy,
unresponsive to the needs of its members and forcing them
to remit a portion of their grants from CPB to finance
PBS operations.

Further, still unresolved is the question of journalistic
public affairs programming on a taxpayer-supported broadcasting
system.

While the Agreement's plan to monitor objectivity

and balance in programming is a good faith effort to deal
with the problem, it is still fraught with danger.

If Federal funds are used to produce controversial public
affairs programming without strong assurances of the
objectivity and balance called for in the 1967 Act, the
government has abdicated its responsibility to see that
public broadcasting is used for all citizens.

If the

government itself oversees the balance and objectivity,
it by that very fact has a chilling effect on vigorous
broadcast journalism. .It is a dilemma inseparable from
government-funded news and information programming.

With this background, let me turn to the specifics of
H.R. 2742 and H.R. 5045, which are identical, as well as
S. 1090, which was passed by the Senate and referred to
the House.

First, the level of funding in these bills

is too high.

When all other demands in the federal budget

are considered, it is unfortunately not possible to devote
$340 million to public broadcasting for Fiscal Years 1974,
1975, 1976 and 1977 (H.R. 2742; H.R. 5045), or $130 million
for Fiscal Years 1974 and 1975.

Appropriations at this level would represent an extraordinary
increase in the rate of funding.

Moreover, until the basic

problems underlying public broadcasting are resolved, and until
the CPB-PBS Agreement can be assessed in its operation
over a year, the Congress should review the funding
authorization next year and observe the Corporation's
'progress in its new partnership role with PBS.

The Administration's bill, H.R. 4560, provides for the
healthy development of public broadcasting by extending
for one year and by significantly increasing CPB's
current authorization.

This period would allow public

broadcasting a real test under its new agreement and
allow Congress time for evaluation.

The Administration's

bill requests $10 million increased funding for public
broadcasting, for a total of $45 million.

In addition,

the HEW request for Fiscal Year 1974 funding of the
Educational Broadcast Facilities Program will be at
a $13 million level, even though other HEW programs are
feeling severe budgetary pressures.

Mr. Chairman, Dr. Killian has referred to the CPB-PBS
compromise as beginning a new era in public broadcasting.

I

have noted necessary reservations to certain provisions of
that Agreement, but I should like to say for the record that
public broadcasting has demonstrated real progress in
getting its house in order.

The time is now right for

'the Administration, the Congress and the CPB Task Force
on Long -Range Funding to renew our joint efforts at
achieving a meaningful, long-range funding program for
public broadcasting.

We hope that with all of us facing up

to the problems there can be a more constructive mood among
government, CPB, and the local educational stations.

)..
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Mr. Chairman, and members of the Subcommittee, I
welcome the opportunity to appear before you today to
discuss the two pending public broadcast authorization
bills, S. 1090 and S. 1228.

Federal funding of public broadcasting presents a
dilemma.

On the one hand there is a need for the govern-

ment to support public broadcasting.

On the other hand

it should be insulated from government interference.

The

Public Broadcasting Act of 1967 attempted to deal with
this dilemma by creating a system based upon the "bedrock
of localism" and, by creating an institution--the Corporation for Public Broadcasting--to serve the needs of local
stations.

Unquestionably, the Corporation in the few years
of its existence has made important contributions to our
nation's educational and cultural life.

In view of these

achievements and the promise of educational broadcasting
in general, this Administration has demonstrated its
support.

We have sought increased appropriations for

the Corporation, from $5 million in Fiscal Year 1969
to the present $45 million requested in Fiscal Year 1974.
Moreover, the Administration has supported steady increases

-2in funding for the Educational Broadcast Facilities
Program.

Nonetheless, despite public broadcasting's positive
achievements, there remained serious deficiencies.

The

purpose of the 1967 Act was to prevent local stations from
ever becoming mere conduits for the programming of centralized production sources.

But there was a tendency

toward centralized program decision-making by CPB and PBS,
its wholly-funded interconnection service.
Interconnection was viewed by the Congress primarily
as a means of program distribution and not as a means of
establishing a fixed-schedule network.

But the distribu-

tion of programming over the interconnection system by PBS
amounted to precisely the kind of federally-funded "fourth
network" which the Congress sought to avoid.

Such a mono-

lithic approach to public broadcasting is inimical to the
letter and spirit of the Public Broadcasting Act.
Another problem area is the funding of public affairs
programs.

Public affairs and current events programs are

important components of public broadcasting's contribution
to the flow of information.

Indeed, this type of program-

ming is recognized as part of every broadcaster's responsibilities under. the Communications Act of 1934.

But there

-3is great concern regarding the use of federal appropriations to produce and disseminate such programming
at the national level.

This is especially true in view

of the tendency to centralize its production in New York
or Washington.

In short, reliance on federal monies to

support public affairs programming is inappropriate and
potentially dangerous.

Robust electronic journalism

cannot flourish when federal funds are used to support
such programming.

All of these problems affecting the structure and
operations of public broadcasting vitally affect the issue
of long-range funding.

It is, of course, possible to amend

the Public Broadcasting Act to convert the system into one
built upon the concept of a centralized network.

The

Congress could then consider long-range funding for such
a system.

But unless and until Congress abandons public

broadcasting as a community centered enterprise, multiyear funding must await the resolution of the present
uncertainties and deficiencies.

The problems facing public

broadcasting in 1973 are quite similar to those that confronted the Congress in 1967.

There is no greater

rationale for large-scale, multi-year funding now than
there was then.

-4In 1967, the question of public broadcasting's
role was vigorously debated.

The debate was thorough

and resulted in legislation which placed the stress on
localism--a system in which control would flow upward
a

from strong local stations to the national entities.
The future funding of such a system, which was the result
of much thoughtful and constructive debate, should be
right rather than rapid.

We must support public broadcasting, both for what it
has accomplished and for its future promise.

This is the

reason the President is requesting measured increases in
funding for CPB.

With this as background, let me turn to the specifics
of S. 1090.
too high.

First, the level of funding, is in my judgment,

When all of the demands of the Federal budget

are considered, it is impossible to devote $140 million
to public broadcasting in Fiscal Years 1974 and 1975.
Second, until the basic problems that.I have discussed are
resolved, the Congress should review the funding authorizations annually and observe the Corporation's progress
in dealing-with' thege iprobleids

..$
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The Administration's bill--S. 1228--provides for the
sound development of public broadcasting by extending for

-5one-year CPB's current authorization.

This one-year

extension would allow for the growth of public broadcasting to proceed soundly while all elements of the
system make progress in resolving the issues under debate.
Continuing the Administration's record of requesting
increased funds for public broadcasting, the authorization
would add $10 million to CPB's current level of funding,
for a total of $45 million.

Unfortunately, CPB did not

receive its full authorization for Fiscal Year 1973.
Recognizing that CPB appropriations were caught up in the
President's veto of the Labor-HEW appropriations, we now
ask for the same increase requested in Fiscal Year 1973
and regret that it is now one year later.

In addition,

the HEW request for Fiscal Year 1974 funding of the Educational Broadcast Facilities Program will be at a $13 million level, despite severe budgetary pressures affecting
other HEW programs.

Mr. Chairman, I should like to close on a hopeful note
by all.uding to the efforts now underway to rationalize and
improve the relationship between CPB and the local stations.
The Corporation must take into account and respond to the
needs of all classes and categories of public broadcasting
stations around the country.

In undertaking these efforts,

-6ed.
a fundamental principle must be maintain

It is that

the cornerdecentralization of programming activities is
stone of the public broadcasting structure.

Local stations

matters of
should play a major role in decision-making in
choice
programming and ultimately must have a realistic
CPB-supported
available in deciding whether to broadcast any
or distributed programs.

But this cannot be accomplished

to some form
if the role of the local station is limited
make program
of representation in national entities that
decisions.
plan of
The best way to proceed is to implement the
of use of
the Public Broadcasting Act and its rejection
networking.
interconnection facilities for fixed-schedule
and authority
This would give local stations the autonomy
schedules.
for complete control over their program

In

to have a
particular, it would be unfortunate if we were
Corporation would
centralized bureaucracy through which the
have to deal with the stations.

The goal should be to

oration works
'create an environment in which the Corp
at all times to
directly with all the stations and seeks
.
preserve their independence and autonomy
•.9' -ill'.,7.:c

STATEMENT BY
CLAY T. WHITEHEAD, DIRECTOR
•

OFFICE OF TELECOMMUNICATIONS POLICY

before the

Subcommittee on Communications and Power .
The Honorable Torbert H. Macdonald, Chairman
Committee on Interstate and Foreign Commerce
House of Representatives

February 3, 1972

z

•••

Mr.

Chairman, Members of the Subcommittee, I welcome

the opportunity to appear before you today to discuss the
pending public broadcast funding bills--H.R.

7443, H.R. 11807,

H.R. 12808--and the Administration's plan for increased
financing of public broadcasting in Fiscal 1973. .
Mr. Chairman, I realize that you have been critical of
us for not coming forth with a long-range financing plan for
public broadcasting.

I regret the delay.

with this problem for almost a year.
years.

I have wrestled

Others have tried for

I need not tell this Subcommittee that it is an

exceedingly complex and difficult problem--one that involves
basic assumptions about the role and structure of the public
broadcasting system in our country and how Government should
interact with that system.

We expect to solve this problem

before the end of Fiscal 1973.

With due deference, I do not

believe that the Bills under consideration solve it.

In

order to comment specifically on the Bills, let me discuss
briefly the background of our efforts over the past year.

-

BACKGROUND
Last year, the President's budget message stated that an
improved financing plan would be devised for the Corporation
for Public Broadcasting (CPB).

My Office worked closely with

representatives of CPB, the National Association of Educational
Broadcasters (NAEB), HEW, the FCC, and other interested groups.
But we were not able to develop an acceptable long-range

-.2 financing bill.

One of the principal issues concerned the

method for CPB distribution of operating funds to local
educational broadcast stations, and whether the method should
be specified in the statute.

We feel strongly that a

distribution formula should be set out in the statute to
assure that the local entities would have the financial
strength to counterbalance the growing dominance of CPB and
its network arm--the Public Broadcasting Service.
Indeed, the Carnegie Commission felt so strongly about
the need to disburse operating funds free of the Corporation's
discretion that it recommended an approach that would have
had HEW distribute all operating grant funds to the stations.
As Dr. Killian stated in his testimony on the 1967 Act, the
principal reason for this separation of funding responsibilities
was a rear that, if the stations had to look to the
Corporation for their "daily operational requirement," it
would lead "naturally, inevitably, to unwise, unwarranted and
unnecessary centralization of educational broadcasting."
However, the Congress provided for operating funds to come
from CPB, and operating support was to have been one of
CPB's principal responsibilities.

Unfortunately, CPB has

never devoted enough funds to this purpose.
By October it was clear that we were not making any
progress toward an acceptable financing plan, and I wanted

- 3 the educational radio and TV
to explain the situation to
cial difficulty.
stations, many of whom are in severe finan
ntion.
I did so at the annual NAEB Conve

The particular

ve of the underlying
financing controversy was only illustrati
ess wanted public
issues concerning the shape the Congr
mental
broadcasting to take, and I focused on these funda
issues.
Reduced to their essentials, my concerns are that:
The independence of the local stations has

1.

'suffered because CPB has not devoted sufficient
funds to station support grants and grants for
purely local program production.
2.

Local station autonomy has been undercut by the
CPB and PBS use of interconnection facilities to
establish a fixed-schedule, real-time network
contrary to the intent of the 1967 Act.

3.

Program diversity has not been enhanced, since
•
ced
or acquired in
are
produ
ams
progr
national
effect by CPB's "in-house" production entities,
which are also local broadcast stations.

Moreover,

the national programming seeks a mass audience
ams.
for news, public affairs, and entertainment progr
4.

two
Not enough attention is devoted to achieving
important balances:

the balance between local and

-4 -nce among
national programming, and the broad bala
cultural, entertainment, news, public affairs,
educational and instructional programs.
H.R. 7443 and H.R. .11807
to the specifics
With this as. background, let me turn
First, as to both, the level
of H.R. 11807 and H.R. 7443.
of the other demands on
of funding is too high. When all
it is unfortunately not
the Federal budget are considered,
s of $500 million
possible to_devote a total over five year
to public broadcasting.
(H.R. 7443) or $575 million (H.R. 11807)
s to CPB,
Moreover, H.R. 7443 provides all of these fund
tions for station
without specifically requiring any distribu
support.

H.R. 11807 is better, since it requires CPB to

this purpose,
earmark at least 30 percent of its funds for
distributions to
but here too the amount and nature of the
on, albeit a
particular licensees are left to CPB's discreti
with public
discretion that must be exercised in consultation
broadcasting representatives.

First, we think that a more

ed on to the
substantial share of CPB's funds should be pass
local stations.

When CPB funding gets as high as $65 million,

ing under this Bill, at
as it would in the first year of fund
least half should go to the stations.

Thereafter, an even

ributed to
greater proportion of CPB funds should be dist
the stations.

‘,
•
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and
Second, H.R. 11807 does not specify the criteria

ions.
methods of distributing operating funds to the stat
the statute,
We prefer to see a matching formula set out in
unications
as it is in the facilities grant portion of the Comm
Act.

rate
This would give the stations the incentive to gene

financial support at the local level.

The stations would

to
know that Federal matching funds would come directly
to CPB.
them instead of being disbursed from a Treasury fund
aside
There's no immediacy to it when CPB then has to set
licensees
a fraction of the match and distribute it to all
Pursuant to industry-wide criteria.

The stations are likely

when there
to be more enthusiastic about local fund raising
is an immediate prospect of a direct match.

Finally, it

and
would heighten the local stations' sense of autonomy
funds
independence if they had available a stable source of
right and not
of a known quantity, as a matter of statutory
CPB discretion.
foster
Furthermore, H.R. 7443 would not allow CPB to
as 'videothe use of new communications technologies, such
llites.
cassettes, broadband cable, and 'communications sate
CPB to
H.R. 11807 is preferable in that it authorizes
these techencourage educational and instructional uses of
nologies.
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H.R. 12808
we have not yet assessed the
Turning now to H.R. 12808,
the modifications this Bill would make
full import of some of
However, the Bill addresses some very
in the present Act.
the. restoration of balance between the
real issues, such as
The Bill would take the inter-

.
local stations and CPB

t functions away from CPB, and
connection and station suppor
rating costs of the stations. The
have HEW support the ope
own interconnection arrangestations could then make their
educational broadcasters are
ments. Indeed, a number of
such an arrangement.
considering the feasibility of just
tion representation on the CPB
Some other features such as sta
on promotional and lobbying
Board of Directors; prohibitions
grams on partisan
activities, as well as on funding of pro
sideration.
political controversies, are worthy of Con

Other

n on funding from
features of the Bill, such as the limitatio
GAO audit, may be too
a single source and the mandatory
restrictive.

In any event, the cumulative effect of all these

are both necessarily
features might be to erode the functions tlat
al level by CPB..
and properly performed at the nation
ADMINISTRATION PROPOSAL
g-range
In addition to the specifics of the pending lon
a general matter, we
financing Bills which I have discussed, as
plan should be pressed
do not believe that a long-range financinp
at the present time.

This is not to say, however, that the diffi-

/stand in the way
culty in devising such a funding approach should

development of public broadcasting at a
of continuing the sound
ties are many but its resources are
time when its responsibili
the Administration's Bill provides
spread thin. Therefore,
of CPB's authorization at an increased
for a oneyear extension
ing support grants to the
funding level and directs operat
local stations.

The reasons we have not submitted a long-

r complex nor devious. One
range financing plan are neithe
er long-range financing
reason the Congress chose to def
an unknown quantity. It would have
in 1967 was that CPB was
phase before its structure would
to go through a development
h a financing plan. Today
be sufficiently set to warrant suc
uing.
• that development process is contin

The relationships

local stations
between the central organizations and the
, the CPB Board has
are still relatively unclear. Indeed
relationships. Until
just authorized a study to define these
ions are better
these matters are clarified and the direct
nd for the Congress
defined, we believe that it would be more sou
e plan during this Session.
not to rush forward with a long-rang
to provide a
The 1967 Act needs substantial refinement
arly and carefully
stable source of financing, to define cle
al stations, and to
the respective roles of CPB and the loc
t have occurred
take account of technological changes tha
er consideration,
since 1967. While these revisions are und
ow the growth of the
our one-year extension Bill would all
d soundly, during the critical
public broadcast system to procee
Continuing the Administration's
development stages it is now in.
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s for public broadcasting--the
record of increasing fund
d by $40 million from Fiscal
appropriations will have increase
present Bill adds $10 million to
1969 to Fiscal 1973--the
ing, for a total of $45 million,
CPB's current level#of fund
be matched by funds derived elsewhere.
of which $5 million must
increase in authorization
In addition to the extension and
d provide a significant portion of
for CPB, our Bill woul
broadcast stations. CPB
Federal funds to local educational
general support grants
currently distributes over $5 million in
to -the stations.

Our Bill would add $10 million for Fiscal

ributing a total of
1973#and establisha mechanism for dist
that they will be
$15 million to the local stations, so
development of
effective partners with the Corporation in the
unities.
educational broadcasting services for their comm
-

ted to
The Bill provides for $2 million to be distribu

ral support
public radiostations--almost doubling the gene
.
funds which the Corporation now provides them

Because of the

public radio
large number and enormously diverse nature of
these radio funds
• operations, the manner of distribution of
to be exercised
is left to the discretion of the Corporation,
in consultation with station representatives.

The proportion

ts the approximate
of the $15 million devoted to radio represen
ort which
share of total non-Federal public broadcasting supp
goes to radio.
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however,
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sed
and why we believe it is better for now to seek increa
funding for another year.

We will continue to work

constructively and earnestly next year with educational
broadcasters to resolve some of the issues that your hearings have aired.
Act attempted to give practical
.
The Congress in the 1967
effect to the Carnegie Commission's eloquent plea for freedom
min the public broadcasting system, excellence in its progra
ming, and diversity within that excellence.

Despite the

arguments of some that#diversity and decentralization are
impractical and unworkable, or at least not the best way to
enhance the national impact of public broadcasting, the
Administration is not yet ready to abandon the Congress'
grand design.

CPB has made major strides in the relatively

short time since it was created.

The programs it has supported

show that it has a great potential in helping the educational
broadcast licensees meet their public interest obligations:
There should be no doubt on this point.

I have focused

attention on problems with the public broadcast system because
there are problems.

But there are also accomplishments and

successes that would have been beyond the capacity of educational broadcasting if there had been no CPB.
CPB is still going through that extraordinarily difficult
process of self-examination and self-definition.

Whether this

maturation process evolves an entity that can, live up to the

it depends to some extent on deterpotential envisioned for
ment. We are continuing to play
minations reached by Govern
t we feel best serves CPB, the local
our role in a way tha
We agree with the view, expressed
stations, and the public.
rings, that there must be a workable
strongly during these hea
as contemplated by the Public
long-range financing plan,
the Administration intends to
Broadcasting Act'of 1967, and
proposed extension of authorization
submit one before the
expires.
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QUESTIONS
1. How much money is spent on government communications

each year?
vv"
2. LloAsuici_y_cm_szi_siladize ygdr r_elarti-en-sirtp-with the
Department of Commerce?
im-rned tate - a

e

----futa.1.-r-e-a-beetrt-corrrgate-r-c-crrrrrrru-ni-c-ati-en-s-?
4.---34that-a-ra _you r- view s-on--the-ad-eguae-y-o-f--the-eornmuni-cati-onstellitf-1-96-2-and Vie-- -rest of our communications law?
5. We have heard considerable discussion about a radio
frequency crisis, and particularly, with respect to satellite

•

communications, concern has been expressed about the problems
of orbital parking slots and adequate available frequencies. Will
you comment on these problems?

f#

rt
, one- of its

principal respojibilities

e to work ix the

,/
management. /Can you comment genèrally on

eaof spectrum
h.p.j.-yoii- propose to do

in this area?
7. What --ao
on merger of the U
en.)ify"?

•
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. international carf
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Friendly Questions

As you know, there has been little positive progress during
the past ten years of so on cable. All of a sudden, it seems,
we had a breakthrough, a compromise agreement. Now, as I
understand it, you had a definite role in bringing about
an interim solution in the dispute between cable, broadcasters,
copyright people. We have been able to move ahead in this
area and of course we look forward to the Cabinet report on
cable. Would you describe this dispute and how this agreement
was reached. I am very curious and I think you are to be
commended for this.
The domestic satellite technology greatly interests me. I
realize that the technology has been there for some time.
The political and economic considerations are, of course,
another matter, and when you mix technology with these matters,
well, there will always be delays. Every consideration must
be taken into account. Now as I understand it, you favored an
open entry approach, that is, anyone who has the technology
should be able to put up a satellite. I approved of this
approach rather than the imposition of severe restrictions
favored by some people. Would you tell us all that you know
about this issue? The role you played in bring about a solution
to this very difficult problem?
Since I have been in the Congress there have always been
discussions about the need for an effective agency in the
Executive Branch for communications policy making. Truman
proposed it, Kennedy established something called the Office of
Telecommunications Management, Johnson retained it and commissioned a task force to study this problem, but still there was
no one agency which could effect long range, intelligent policies
In this very complicated area of communications. Now, President
Nixon set up your Office. He approved it and I would like to
say that you have done a marvelous job. You have stirred
controversy, but how else can we get public discussion going
unless ideas and proposals are put forth?
Tell us a little
bit about what you consider to be some of the high achievements
of the Office and what you are going to address in the coming
year.

-2-
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I have read a great deal about your proposals to deregulate
radio. It just seems to me to make a lot of sense in this
day and age to regulate radio differently than television.
First of all, there are a great number of stations with no
comparative lack of frequencies such as we have in television.
Secondly, the economic concentration of television networks
is different than anything we see in radio. In Washington,
D. C. area, there are some sixty radio stations, both AM and
FM. Would you tell us a bit about these proposals and
has anything been done about them?
There has been some serious complaints that broadcasting
stations feel that recent FCC and court decisions have
contributed significantly to instability. Now, the Congress has
had bills before it for a number of years. In 1969, the
Chairman ahd hearings on S. 2004 which was designed to restore
stability to the license renewal process. Unfortunately, we
didn't get too far in this area and I am happy to see you
address this problem. I have seen your bill. I support its
bojectives, although I connot say I can comment on its specifics
until we have had a chance to discuss it in full detail at
hearings. However, I would like you to give us a brief
description of the bill and what it would do to correct this
very unfortunate situation.

•

I am concerned about proposals that would permit counter-advertising. I am concerned because I fear once we get into this
area, there will be complete confusion as to who can or cannot
counter-advertise, and I would hypothesize that the next step
would be counter-counter-advertising. Would you care to comment
on this?
I would 'like you to explain your position on the Fairness
Doctrine. As I understand it, you believe that it should be
enforced on an overall basis. I agree with this. I think what
we have seen over the past several years, this trend toward
issue-by-issue, case-by-case enforcement, is unfortuhate. I
don't believe the Communications Act is read that way. Would
you comment?

You have been critical of the prime=time access rule. I must
say that I had some misgivings when it was proposed and came
into effect. I fear that my reservations haire been realized.

•

We see game shows, reruns, all the things that it was not
supposed to do -- the development of local programming.
What are your feelings on this? Should the FCC repeal it?
What is the industry feeling on this?
As I understand, you have completed your rerun study. I am
concerned that this is getting into program content. I
would like to believe that the purpose of the study was to
consider the economic considerations that have led to the increase of television reruns. Would you comment?
What is your position on cigarette advettising. I noted in
reading your exchange with (Senator Ervin last year) cigarette
advertising that you had serious reservations about this.
Senator Ervin, who as we all know, is a great constitutional
expert, agreed with you. Would you care to comment?
You have been outspoken on public broadcasting. You have
received a great deal of criticism in this area. Yet, I
remember during our discussions in 1967, and constantly since
then, of the serious reservations about public funds being
used for news and public affairs. In fact, one of the most
outspoken critics, Fred Fkiendly, expressed an opinion during
the 1967 hearings that public funds should not be used for
such programming. I find this curiously inconsistent in light
of recent criticisms. I would like to have your thoughts on the
matter.

I am concerned that public broadcasting has developed into
a fourth network. When we began discussions on this issue of
public broadcasting in 1967, we made every attempt to ensure
that local stations have the right to program. Today, 91% of
prime time programming comes from seven stations out of some
230; a third of the programs come from New York -- one station.
Interconnection costs continue to soar. We have here a very
serious situation. A government funded, in part, medium has
more stations than any of the commercial networks. What are
your thoughts?

^

There has been criticism that the President has tried
to force public broadcasting to conform to Administration
policies by placing only Republicans on the Corporation
for Public Broadcasting Board. Would you care to comment
on this?

•

I am concerned about the limited news outlets.
There is a lack of diversified opinion, although certain
changes have been made, things like CBS Spectrum, Would
you comment on this?
Do you think cable television may in fact, provide a
solution to network convention?
It strikes me as quite curious that all of a sudden we
hear about Administartion efforts to criticize and stifle
the media. I can vividly remember each Administration
being critical of the media. This is nothing new. I
can remember an instance when one President called up a
network commentator during his braodcast criticizing a
news story. I think this Administration has been critical,
like all others before it. Would you comment on the
Administration's views on the media, in particular your
Office's attitude toward public and commercial broadcasting.
There was some criticism that the Administration wanted to
place into every American home a warning device which could
be attached to a television or radio set. However, I am
led to believe that the Administration did not approve
this proposal because it did raise substantive 1st Amendment
considerations. Am I right on this? Would you please explain?
The Nixon Doctrine as we have seen it in effect emphasizes
that countries should not become dependent upon the United
States for its needs. Now in the international communications area. I think we see this in such things as AEROSAT
arid INTELSAT where nations and communication in cooperation
with the U.S., not dependent on us, are moving ahead in
this area. Would you say this is the direction we are going,
and if so, is it commendable? Has OTP been involved within,
and to what extent?
During the past several months there have been serious
debates about the use of satellites to broadcast directly
into homes throughout the world. In the United Nations
for example, the Soviet Union and many third -world nations
have expressed their feelings that restrictions on program
content must be effected. I understand that the U.S. has
taken the position that broadcasts must be free and unrestricted. Is that right? Would you explain OTP's role
in this area? Have you publically addressedyourself to
this question?

In the area of international communications has OTP
worked with various departments and agencies in formulating
policy? With the FCC?

•

The relationship between cable and satellites offers
an exciting opportunity to imporve communications throughout
the United States, You have addressed this issue and I
would like to hear what OTP has done in this area.
In your confirmation hearings in 1970, you indicated that
one area of concern would be the area of government communications. Now the government is the single largest user of
the spectrum, much of it duplicative and unnecessary.
As I understand the government use of the spectrum has been
reduced by some 50%. Is this right. Please explain.
Congressman Goldwater last year crtiticized the government,
particularly DOD, for its use of aduio visual equipment.
He said that some 200 million dolars a year are expanded
in this area, causing duplications, unemployment in the
private industry. Your Office has studied this issue. What
are your recommendations?
For too long now citizens in distress have been faced with
a variety of telephone numbers; police; hospital; fire, etc.
911 has been implemented in many areas, but it is by
no means unresolved. What has OTP done about this?
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Not too long ago there was a false emergency warning which
came from Colorado. Needless to say the occurrence of
this will be something like the story of the boy who cried
wolf once too many times. We can't afford this to happen.
What has your Office done in this area? What is the
difference between the warning system and the Emergency
Broadcast System.

A little known effect of communications is the area of
environmental impact, such as radiation. Have you studied
this at all?
Mr. Whitehead, I am a bid confused about this area of
executive involvement in communications policy. There
are those who see executive involvement as an infringement
upon the FCC and the Congress. Would you submit for the
record a short history of executive activity in this area?
Place an emphasis on the Ececutive Order which established
OTP. If you have that now, all the better, I would like
to hear about so that some of this criticism can be
cleared up?

•
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Do you work closely with other agencies and departments.
I would hope so because not to do so would I think miss
the whole point of the Rostow Report recommendation and, of
course, the purpose of your office?
I must say in listening to you todya, Mr. Whitehead, that
I am throughly impressed by your frankeness, your knowledge
of this tremendously complcated area. I am curious about your
budget needs and staff requirements. I am told you have a
professional of some 30 people and if this is so I believe
you have done more, with so few in this area. Can you tell
us about your requirements? What has the President recommended
for FY 1974?

•

Opening Statement for Senate Oversight Hearing

This is the first occasion that I have had to appear before

0+.87m,Lgiagi.frorraemsda. I have prepared for the Committ
ee a rather
lengthy statement covering the activities and programs of the Office
pio.T.e.kweePrrinvetTNICIAITErrlIttt, in 1972 - 1973 which, with your
consent, I would like to submit for the record. The statement covers
all of the areas that OTP has been involved in, which I will briefly
summarize oce2=yrrark iiriaeve4
4
1
1Z

The first is common carrier communications. This perrti-ctrtara
sector of the communication industry(

historica
been dominate---k
lly
..._

by traditional telephone and telegraph services, imaitogaisi provided on
a monopoly basis by vertically integrated companies.‹...
sa
consequence, the traditional posture of government has been extensive
economic regulation of common carriers in order to prevent potential
abuses

In recent years, however, new communications technologies

have been developed and specialized services and service concepts
or
op.44.0a017
such as computer, telephone answering, interconnection, and
brokerage have come into being.

<

hese are not provided on a

monopolistic or vertically integrated basis, and therefore do not
justify any government regulatio

Indeed, vigorous competition in

this new field is economically inevitable, unless artificially

2

constrainbd by past policy.

0TP's

efforts are for the purpose of coming to grips with the difficult
policy question of how laiirmius new competitive sector, and the
traditional sector which may remain monopolistic, can co-exist in
a manner that brings the benefits of both technological innovation
and competition to the public. Two po
regulatory policy which will prote
destruction by the monopolist
techniques for the mono

ts are involved in determining

the competitive sector from

sector, and fashioning new regulatory

istic sector to cut down on cross -subsidization

and over-investmen and to provide a incentive to promote overall
economic effic

Cable TV is a second area of OTP involvement. Cable has the
potential for becoming a medium of major significance in its own
right
)
1.14ress provide the technological basis for more consumer
choice and diversity.,cable can also
V
be the vehicle for new communications services, for wide -spread
access to computers, and for delivery of new public services in
such areas as education, health, and law enforcement. However,
cable's potential is being frustrated from achievement by the
current lack of clear division of authority between the Federal
Government and the States, and by the narrow perspective taken by
the FCC in regulating cable as ancillary to over-the -air broadcasting.

3

We have been working precisely to determine a plan for cable
development which will establish clear lines of governmental
authority and which will get cable out of its current narrow
confines. In particular, we are near completion with the report of
the President's Cabinet committee on cable television, which will
provide the President with recommendations on long-range cable
growth.

In the broadcasting field, we have been examining various aspects
of the regulatory environment to determine where it is possible to
lessen government involvement in the process of getting
information -- news and entertainment -- to the public.

We are

attempting to find ways of enhancing first amendment rights and
interests.

One recommendation which I made in late 1971, for

example -- the experimental lessening of radio regulation -- has
been actively pursued by the FCC. I think it may also have played
a role in the refreshing re-examination of FCC regulation of small
broadcasters that Congress is now undertaking. Another recommendation, the modification of license renewals policies and
procedures, has been translated into a legislative proposal. After
clearance through the OMB, it will be presented to the Congress
for its consideration.

4

Government is a fourth area in which OTP has been active. There
has long been a concern that the Federal Government needed better
management and policy direction of its own multi-billion dollar
communications resources. In the last year, we took several
specific actions or made specific decitions that will save the govern
ment considerable expense and improve its communications
capability. We sorted out the various problems in the EBS and
warning procedures, brought the FTS/AUTOVON controversy to a
conclusion by deciding against merger, and instituted numerous
technical and managerial improvements in the spectrum allocat
ion
process. We also established the institutional framework for
coordinated decision-making on government satellites and
navigation
systems. In addition to taking specific actions, we also made
progress in improving the general manner in which government
communication policy decisions are made. We determined
that the
best approach to government communications is a perspective
one -- anticipating needs and planning for them in advance. To
this
end, last year we created the Government Communications
Policy
and Planning Council.

This will bring together key Federal agencies

in a forum where we can evolve policy in a uniform and consist
ent
manner, and institute sound principles of management on
a broad
basis throughout the entire Federal Government.
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Finally, our last major area of activity has been in international
communications. We are witnessing more and more the growth of
communications as an important component of foreign policy in two
ways: first, it is a basic industry in which we have an economic
and technological superiority that contributes to our overall
diplomatic and strategic position; second, it is an industry that
shapes what other nations learn of us, and what we in turn learn
of them. We have reviewed the structure of the international
communications industry and have developed recommend _tions for
improving its performance and efficiency. I am announcing these
recommendations today on behalf of the Administration. I believe
that our policy in this area will provide a solid foundation for a
better foreign policy in the communications field, a stronger
industry, and a higher quality of service to the public.

Mr. Chairman, I have reviewed only some of the more important
aspects of OTP's work and briefly at that. But I do feel,
Mr. Chairman, that even in this short amount of time you have
been able to get a good picture of how we are trying to play a role
in the development of communications policy in the executive branch,
and how we are engaging in a dialogue with the Congress, the FCC,
and the public. Given the relative newness of our Office, and its

6

uniqueness, pehpahs as a government agency charged with long range
policy planning for a major industry, we have been reasonably
successful. I am particularly proud of the development of our
relation with the FCC. Where the FCC has undertaken to determine
basic long range policy, as in the development of domestic satellites,
we have participated in the proceeding and have submitted the views
of the Administration.

Otherwise, where the FCC is considering an

individual case, or an action of short rante or narrow applicability,
we have stood aside. This I think satisfactorily maintains a balance
between the FCC's independence in administering the Communications
Act and its functions as an arm of the Congress, on the one hand, and
its ability to evaluate and integrate long range policy on the other.

To conclude, Mr. Chairman, I believe we have made a start in
grappling with some of the basic questions we are facing. Only
recently have we come to understand how extensively communications
affects us as a people:

how we deal with one another, form our

national character and identity, engage in our political process and
make our economy more productive. In all of these areas, communications is growing in importance, and at a tremendous rate.

We can

provide for effective policy making only if there is enlightened and

7

informed public debate and discussion.

We have to get decision-

making and basic communications policy issues out of the
constraining limits of technical jargon and complex legal prodeeding.

This is what we have been doing. We have a responsibility to
assure that planning and policy making is carried out. I am glad
that together with the Congress, the FCC, industry, and the public
we are making good progress.

e br uary
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OPENING STATEMENT FOR SENATE OVERSIGHT
HEARING
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