








-2 -

RPN SIS

(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 constan- 7 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 beginning, A
graphic representation of the dates that principal communications innovations
first entered into commercial use will show most of them crowded 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 transatlantic telephone
o calls by submarine cable; prior to that, the calls were subject 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 studies of this accelerating

trend and the need for improved Executive organization. President Kenne K

: ordered a limited reorganization for €émergency communications in 1963.
President Johnson established a task force on communications policy that
proposed, as one of its major recommendations, the establishment 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 engaged, "
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 Reorgani-
zation Plan and the Executive Order, copies of which I submit for the record
and will be happy to distribute if you wish. You already have our budget
estimates before you which go into our specific programs in some detail. For
*-- balance of .is presentation I would like to give you some exarr s of the
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(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 difficu : 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 ~=rriers:

Advances in electronic technology have created the need for, and made
possible, many new kinds of communications services in addition to he fam iar
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 sigr
computer data, and facsimile; new low-cost information machines ma hese
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 s ould be
allowed to enter this field; or whether competition should be allowed. If
competition is to be allowed, we must decide what pricing mitations should
be imposed upon the protected-monopoly common carriers,
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(5) Cable TV and Over-The-Air Broadcasting:

One of the new technologies, coaxia cable, permits the distribution
of television signals by wire--and a much larger number of signals than over-
the-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,  :grees of regu ttion which may conflict
now or in the future. These and many other problems pertaining to cable do
not fit. existing regulatory molds and almost ce rtainly will require new
legislation.

(6) —omestic Satelli*~~:

American technology launched the first commercial communications
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

b

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 co luct of over-
seas business; the open world which we seek, they heavily affect the way
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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 olicy 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 Telecommuni-
cations 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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I am éleased to have this opportunity'to appear before
you today,;té-discuss some aspects of the First Amendment
which it is an important concern of my Office to protect.

I wish to ;édress.my remarks specifically to the First Amend-
ment implications of the two most significant innovations
in our mass communicatioﬁs system during the past decade.

The first of these is cable television. Coaxial cable
and related technologies enable large numbers of electronic.
signals--television signals included--to be carriec directly
into the home by wire rather than being broadcast over the air.
There is no particular limitation on the number of signals
. which can be provided; systems now being constructed typically
.have the capacity to carry about 20 television channels,
and can be readily cxpanded to 40. ‘ ,. 3

‘Phe original use for this technology was "CATV,“ or
Ccommunity Antenna Television. As its name implies, that
jnvolved no more than the use of cable to carry broadcast
signals picked up by a high'master antenna into homes in areas
where reception was difficult. In recent years, ﬁowever, use
of the technology has progressed far beyond that. Many cable
systems now use microwave relay systems to import television
éignals from far distant cities. Some originate programming
of their own, and make unused channcls available to priQate
individuals, organizations, schools, and municipal agencies.
Looking into the future, cable technology has the potential

to bring into the home communications scrvices other than

television--for example, accounting and library services,
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'lxemote medical diagnoses, accéss tb computers, and perhaps
' even instantaneous facsimile reproduction of news and other
- printed material. But I wish to focus upon the immediate
consequences of cable,—and in particular its impact upon mass
ommunications. |

I do not have to beiabor the point that the provision
of 20 to 40 television channels where once tﬁére were only
four or five drastically alters the character of the medium;
It.converts a medium of scarcity into a medium of abundance.
As this Subcommittee is aware from earlier testimony, one.of
the most severe problems which must be faced by broadcasters

: today is the allocation of limited broadcasting timef—allocation
émong various types of programming, and allocation among the
many grogps and individuals Qho demand time for their point
of v;ew. cable, if it becomes widespread, may well change
that by making the capacity of television, like that of thé
print media, indefinitely expandable;, subject only to the
economics of supply and deman .

Of cours~ the new medium also srings its own.problems,
several of which are immediately related to first Amendment
concerns. Economic realities make it very unlikely that any
ﬁérticular community will have more than a single cable
system. Unless some structural safeguard or regulatory‘
prohibition is :stabliéhed, we may find a single individual
or corporation sitting astride the major means of mass

communication _1 many areas.




" ghe second aspect of this neQ technology which bears on
the First Amdnament is, to‘my ﬁind, the more profound and
- fundamental, bucause it forces us to gquestion not only where
we are going in the future, but also where we have been in
the past. That aspect consists of t 'is: the basic premises
which we have used to reeoncile broadcasting regulation with

the First Amendment do not apply to cable.

In earlicr se551ons of these hearings, this Subcommittee

has heard thrce principal justifications for Government
jntrusion into the programming of broadcast communicatioﬂs}
The first is the fact of Government licensing, justified by

.~ the need to prevent interference between broadcast signals.

‘ ﬁut with cablce, there is nothing broadcast over the air, no
POSSibility of interference, and hence no unavoidable need
for Federal licensing. The second is "“the public's ownership_
of the air waves" which the broadcaster uses. But ci _le does
not use the air waves. The third is the physical limitation
upon the numboyr of channele which can be broadcast in any area--
meaning that there is oligopoly control over the electronic
mass media, in effeet conferred by Federal license. But
the nunber of feasible cable channels far exceeds the antic-
ipated demand for use, and there are various we s of
dispersing any monopoly control over what is programmed on
cable channcls,

In other words, cable teleyision is ﬁow eonfronting our
socicty with e embarrassing question: Aare the reasons we

have give in

+he past forty-odd years for denying to the
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. . -First Amendment remains sound and heaas the same thing now
as it did thahf The answei to how we asva nation feel on
' these pointé will be framed as we establish the structure
within which cable television will graw. |
Because the President realizes that such fuhdamental
jssues are involved, he ﬁas determined that the desirable.
regulatory structure for the new technology daserves the
closest and most conscientious consideration of the public
and the executive and legislative branches of Government.
For this reason, he established last June a Cabinet-level
% : commlttee to examine the entire question and to deve10p
j 4 various options for his consideration. Not surprisingly, in
vlew of the magnitude and importance of the subject, the work
of the commlttee is not yct completed. I assure you, however,
that First Amendment concerns such as those I have been

discussing are prominent in our delibc—ations--as 1 hope theyu

will be prominent in yours when the Congress ultimately considers

this 1issue.

I now wish to turn to what I consider the seéond'major
innovation in our mass communications system during the past
decade-—the establishment of a Corporation for Public Broad-

casting, supported by Federal funds. The ideals sought by this

enterprise are best expressed in the following excerpt from

the Report of‘the.Carnegie Commission on Educational Television
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"If we were to sum up our proposal with all the
brevity at our command, we would say that what

we recommend 1is freedom. We seek freedom from

£he constraints, however necessary in their context,
of commercial television. We seek for educational
television freedom from the pressures of inadequate
funds. We seek fer the artist, the technician, the
journalist, the scholar, and the public sexvant
Freedom to create, freedom to innovate, freedom to

be heard in this most far-reaching medium. We seek
for the citizen freedom to view, to see programs that
the present system, by its incompleteness, denies him."

In addition to this promise, public television also holds
some dangers, as was well recognized when.it was established.
I think most Americans would agree that it would be dangerous
for the Government itself to get into the business of running
a broadcasting network. One might almost say that the free-
speech clause of the First Amendment has an implicit "non-
establishment" provision similar to the express "nonestabiishment‘
restriction in the free-exercise-of-rel jion clause. Just as
free exercise of religion is rendered more difficult when =
there is a state church, so also the full fruité of free |
épeech cannot be harvested. wvhen the Government establishes
jts own mass communications network. Obvious considerations
such as these caused Federal support of public broadcasting
to be fashioned in such a way as to insulate the system as far
as péssib e from Government interference.

The concern went, however, even further than this. Not

only was there an intent to prevent the establishment of a

Federal broadcasting system, bt : there was also a desire to

avoid the crecation of a large, cen ralizcd broadcasting system

financed by Federal funds--that is, the Federal "establishment"”




-7 -
of a particular network. The Public Broadcasting Act of 1967,

like the Carncgie Commission Report which gave it birth,

- envisioned a syétem 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
national instrumentality.created by the Act--the Corporation
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 communicatidns technology

for the benefit of all. The new Corporation for Public Broad-
cagting ﬂas, for the most part, made a good start in expanding
the guantity and guality of programming available totlocal non-
commercial broadcasting stations. There remain important éuesﬁio
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
Amendnment standpoiﬁt, there remains a gquestion as to how
successful the Corporation has been in avoiding the pitfalls-

3& céntralization and thereby of Government “establishmenﬁ."

Now that we have a few years' experience under this new systemn,
we scc a strong tendency--understandable but nonetheless

regrettable--towards a centralization of practical power and

authority over all the programming developed and distributed with
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Federal funds. Although the Corpofation for Public Broad-
casting ownsfﬁb interconnection facilities, which the Act forbids,
it funds entirely another brganization which does so. Although
it produces no programs—itself, which the Act forbids, the vast
majority of the funds it receives are disbursed in grants

to a relatively few "production centers" for such programs as

the Corporation itself deems desirable--which are then distri-

_ puted over the Corporation's wholly funded network. We have

in fact witnessed the development of precisely that Wthh
the Congress sought to avoid--a vFourth Network" patterned
after the BBC.

There 1is, moreover, an incre;sing tendency on.the part
'f the Corporation to concentrate on precisely those areas of
programnlng in which the objectlon to "establishment" is
strongest, and in which the danger of provoking control through
the political process is most clear. No citizen who feels
strongly about one or another side of a matter of current
public controversy enjoys Qétching the other side presented;
but he enjoys it a good deal less when it is presénted at his
expense. His outrage-—quite properly--is expressed to. and then
through, his elected representatives who have voted his money
for that purpo se. And the result is an unfortunate, but
nonetheless inevitable, politicization and distort on of an
enterprise which should be above faction and controversy.

Many argue that céntralizat on is necessary to achieve
efficiency, but I think ~: is demonstrable that it does not

make for efficiency in the attainment of the »sbjectives for
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,' ';which public broadcasting was éstablisﬁed. For those objec-
| tives are variety and divefsity——almost inherently antithetical
to unified c;ntrol. To choose for public broadcasting the
goal of becoming the "Fourth Network“.is to choose for it
the means which have brought success £o the first three--

notably, showmanship and appeal to mass tastes. This is not

to say- that there should be no nationally produced programmlng

for public telev151on. Some types of programming not offered
on commercial telev151on require special talent, unlcue
facilities, or extensive funds that can only be prOV1ded at
the national level; it is the proper role of the Corporation

'.to coordlnate and help fund such programming. But _oth for

. Yeasons of efficiency and for the policy reasons I have
discussed above, the focgs of the system must remain upon the
local stations, and its object must be to meect their needs and -
desires. | N

The First Amendment is not an isolated phenomenon within

our social framework, but rather one facet of a more general
concern which runs throughcut. For want of a moré descriptive
term we might describe it as an openness to diversity. Another
manifestation of the sar : fundamental principle within the
Constltutlon 1tself is the very structure of the Natio whlch
it estat ished--not a monollthnc vhole, but a fedelatlon of
separate states, each with the ability to adopt divergent laws
governing the vast majority of its citizens' daily activities.,

This same ideal of variety and diversity has been apparent in

some of the most enduring legislation enacted under the F deral










Mr. Chairman, Members of the Subcommittee, I welcome
the opportunity to appear before you today to discuss the
pending publ c broadcast funding bills--H.R. 7443, H.R. 11807,
H.R. 12808--and the Administration's plan for increased
financing of public'broadeasting 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 deléy. I have wrestled
with this problem for almost a year. Others have tried for
years. I need not tell this Subcommittee that it is an
exceedingly complex and d. ficult problem--one that involves
pasic 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 ﬁroblem
before 1 & end of iscal 1973. With due deference, I do not
pelieve 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 ﬁlan would be devised for the Corporation
for Public Broadcasting (CPB). My Office worked closely with
representatives of CPB, the N:¢ ional Associa ion of Educational

Broadcasters (NAEB), HEW, the FCC, and other interested groups.

But we were not able to develop an acceptable long-range




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 étations.
As Dr. Killian stated in his testimony on the 1967 Act, the
principal‘reason for this separation of funding responsibilities
was a fear 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 ErinciEal responsibilities. | 1fortunately, 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




to explain the situation to the educational radio and TV
stations, many of whom are in severe financial difficulty.

T did so at the annuz NAEB Convention. The particular
financing controversy was only illustrative of the underlying
issues concerning the shape the Congress wanted public
proadcasting to take, and I focused on these fundamental
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
estab ish a fixed-schedule, real-time network
contrary to the intent of the 1967 AcC .

3. Program diversity has not been enhanced, since
national programs are produced or acquired in
effect by CPB's "ir .ouse" production entities,
which are also local broadcast stations. Moreover,
the national programming seeks a mass audience
for news, public affairs, and entertainment programs.

4. Not enough attention is devoted to achieving two

important balances: the balance between local and




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. First, as to both, the level
of funding is too high. 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 requi ing 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 purpoée,
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.




second, H.R. 11807 does not specify the criteria and
methods of distributing operating funds to the stations.
We prefer to see a matching formula set out in the statute,

as it is in the faci.ities grant portion of the Communications

Act. This would give the stations the incentive to generate
financial support at the local level. The stations would
know that Federal matching funds would come directly to

them instead of being disbursed from a Treasury fund to CPB.
There's no immediacy to it when CPB then has to set aside

a fraction of the match and distribute it to all licensees
pursuant to industry-wide criteria. The stations are likely
to be more enthusiastic about loce fund raising when there
is an immediate prospect of a direct match. Finally, it
would heighten fhe local stations' sense of autonomy and
independence if they had available a stable source of funds
of a known quantity, as a matter of statutory right and not
CPB discretion.

Furthermore, H.R. 7443 would not allow CPB to foster
the use of new communications technologies, such as video-
cassettes, broadband cable, and communications satellites.
H.R. 11807 is preferable in that it authorizes CPB to
encourage educational and instructional uses of these tech-

nologies.




H.R. 12808

arning now to H.R. 12808, we have not yet assessed the
full import of some of the modifications this Bill would make
in the present Act. However, the Bill addresses some very
real issues, such as the restoration of balance between the
jocal stations and CPB. The Bill would take the inter-
connection and station support functions away from CPB, and
have HEW support the operating costs of the stations. The
stations could then make their own interconnection arrange-
ments. Indeed, a number of educational broadcasters are
considering the feasibility of just such an arrangement.
some other features such as station representation on the CPB
Board of Directors; prohibitions on promotional and lobbying
activities, as well as on funding of programs on partisan
poli£ical controversies, are worthy of consideration. Other
features of the Bill, such as the limitation on funding ﬁrc
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 nc* believe that a long-range financing plan should be presse
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










The statutory mechanism would also make available $13
million to approximately 140 licensees of public television
stations. Two types of grants would be used for this purpose.
First, there would be a minimum support grant of $50,000 or
one-quarter the licensee's total non-Federal, non-CPB supported
Fiscal 1971 budget, whichever is less. Second, the licensee
would be entitled to a supplemental grant based on the pro-
portionate amount which his Fiscal 1971 operating budget,
exclusive of Federal and Corporation grants, bore to all
licensees' operating budgets during Fiscal 1971. There would,
however, be an upper 1imit on the amount of the supplemental
grant, since no licensee's operating budget would be considered
to exceed $2 million for grant purposes.

_We anticipate that, taking both types of grants into
account,.and with a total non-Federal Fiscal 1971 budget
of over $117 million for all licensees, the minimum distribution
in the typical situation would be around $50,000 and the
maximum would be approximately $180,000. Station support
at this level of funding woul give the licensee some breathing
time to work with all of us in devising a more long-range

financing p an.

CONCLUSION

Mr. Chairman, I have endeavored to summarize the
Administration's position on public broadcast funding. I hope

that I have given you some jdea of the problems that concern us,
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to seek increased

and why we believe it is better for now

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 hear-

ings have aired.

The Congress in the 1967 Act attempted to give practical

effect to the Carnegie Commission's elogquent plea for freedom

in the public broadcasting system, excellence in its program-

ning, 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 poténtial 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 accc plishments and

successés +hat would have been beyond the capacity of educa-
tional broadcasting if there had been no CPB.

cPB is still going through that extraérdinarily difficult
process of self-examination and self-definition. Whether this

maturation process evolves an entity that can live up to the
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potential envisioned for it depends to some extent on deter-
minations reached by Government. We are continuing to play
our role in a way that we feel best serves CPB, the local
stations, and the pﬁblic. We agree with the view, expressed
strongly during these hearings, that there must be a workable
long-range financing plan, as contemplated by the Public
Broadcasting Act of 1967, and the Administration intends to
submit one before the proposed extension of authorization

expires.

“
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STATEMINT BY
CLAY T. WEITEHEAD

DIRECTOR, OFFICE OF TELECOMMUNICATIONS POLICY

Mr. Chairman and Members of the Subcommittee,
I appreciate the opportunity to discuss with you the budget
regquests of the Office of Telecommunications Policy (OTP).
You have before you our Budget Estimates in some detail;
I would like to use this occasion principally 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 vyou have bafore you.
Our total request of $3,084,000, represents a net increase
of $434,000 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 which contemplates operations
at a fully staffed level for the entire fiscal year.

Ve are scekindg 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 yvou in our hearings last year
that it was not our intention to create g huge bureaucracy
out of this new office; I stand by that statement, and

our activities to date and the current budget request
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bear it out.

I apprcciate the preblem which vou gentlemen face
valuating the efficiency and utility of an agency
cannot measure 1ts output in terms of applications
miles of hichway paved, or even radio and television
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roment is less quantifiable, but nonethe-
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decisions--usually decisions rendered
entities, including the rCC and
hich can affect the shane of United
Lor yvears to come.




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 communi-
cations, Government communications, internaticnol communi -

cations, and spectrum management and use, with a number of
subcategories under each.
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OTP has commenced investigation of the more important
unresolved issues, including the technical and economic impli-
cations of alternative interconnection rolicies 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 10-20% of total operations. Most common carrier
operations, notably the public message telephono service, will
continue to be a natural monopoly.

Effective regulation of natural monopolics is necessary
to prevent investments in inefficient facilities, excessive
rates and profits, technological obsolescence, service degra-
dation, and other problems, but it is difficult for government
to second-guess a large public utility on detailea investment
and operating decisions. For this reason, in Fiscal vear 1973
OTP? will continue to explore the desirability of éncouraging
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 Requlation: Traditional
common carrier regulation is based on an agency-determined "fair"
rate of return which requires establishment of & "rate base"
(i.e., the amount of investment) and detailed information on
profit flow. DBut this rethod of regulation can Create incentives
for cxcessive investment in capital equipment 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. Tt 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 Programs: Common carrier equipment
is typically depreciated over very long periods corresponding
to the cxpected physical life of the equipment, although the

useiul life is often much shorter due to rapid technological
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This is only one aspect of depreciation policies
ect comnon carrier financial decisions and customer
other aspects are disposition of fixed asset salvage
and secparation of depnreciable and nondepreciable 1nveSLm°nts.
In Fiscal Year 1973, OTP will undertan; a comprv“en51ve
investigation of deorec1 tion practices, objectives, effects,
and alternatives in the common carrier industry.

B. Cable Television andg dband Communications

Broadband cable sys Tepresent a new communications mediunm
vhich can incrcase cons rer cheoice in television programming and
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president's Cabinet committee on cable television. In this work
it has coxamined, emong other matters, the cconomic and social
cffocts of vertical intcgration in the production and distribution
of cable television programming; Lhe probable impact of cxpected
cable growth on the broadcast and copyright industrics; the
probles 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
dJLern tives pertaining to these various matters werc developed
for consideration by the Cabinet committea. The results of this
activity have been prescnted to the committec, which is expected
to complete its report in the near future.

A significant achicvenmant in the cable television field

was 1eso]a ion of the lo ng-standing controversy concerning distant
signal importation, that is, cable use of signals broadcast by
out-of-market television stations. The distant signal cuestion
invelved compled, interreclated 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 urnon the economic
stabilityv of 1oca3 radio and TV stations, program supoliers'
necd for. t protection, and the public neced for a wide
diversity ot guallty program ser cvices. In Avgust, the PCC announced
IS
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its intention to end the six-yecar "frecze" on distont signal
for icht payment and coonyright

importation without provisions
exclusivity pro-bvll on. Thi
brecadcasting and copyright indust: .

Congressional sction to stop >lementation off the nrnev rules.

While the outcome of suchn an effort was unclear, it would surely
have created uncertainty and delay in the fovaa~'~ﬁLion of cable
television growth. Sinca OTP belicved fu“LheV deloy and uncertaiaty
would be harmful to the ﬁublic interest, it took tn initiative

in sceking to act as meg iator in the dwswr e, The principal

partics ultimately ag“ica upon a compromise plan, the main feature
OF which isa to supplement the PCC's rules with regulatory and
leginlative Copjllgnt and cxclusivity pro”isiOL:. The desirability
of this plan is now heing considered by thoe FCC ich is compleiing
action on its new cable television rules, and by tha Congress

which is congidering new copyrighlt legislation.

concern within the
ies, which throeatenzd to scek
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In Fiscal 1973, OTP will continue its attempis to assist the
2CC and the Cougress in resolving the comoloA, but fundamental,
policy quostions that attend the full development of this new
tLCthlogJ. In this regard, OTP reccn*ly receivad the results
of a study on the feasibility of designing a broadband cable
rilot prouram for a few selected urban and rurval comnunities to
demonitrate the utility of the technology to meset various necds
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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
gquestions of what is good performance and what standard should
be used to judge the incumbent licensec'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
progran content. It proposed for discussion a more "neutral"
renewal standard that would place the primary emphasis on the
licensee's being attuned to the programuing needs and interests
of his local audience. Using this standard, a premium would be
placed on the obligation to be dircctly responsive to comnunity
prcblems 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
conmitnents to public service. '

In the coming yeaxr OFY hopes to work with interested
ciltizen and industyy groups, the Congress, and the PCC to crealo
a workable license renewal policy which assures industry stability
and service to the public.

T
1

3. TFairness Doctrine end Access to the Drozadcast bedia

Another critical issuc~-~cne that is central Lo the role of
the mass media in an opeh zocioty--ic thal of pablic accoess to
thoe brozdceast modia for discuzsion of and information about

controversial public lssues. The.FCC's_Fairnoss Doctrine requirces
the broadecaster to malke timz available for the presentation of
contrasting vievvpoints once a particular side ol a controversial
issue of public importance has begn oxpressgﬁ. §lth9ugh not
O)Ti(jin&t]li" contamplated, this "fairness” oblication is now being

enforced on an issue-by-iascur, case-byv-casce bhasis, instead of

throvsh an overall cvaluntion of whether tho bhroadeoasler has
Ckept the public weldl infowmaed, with re’:nc;:m:zbj(,;&L;u:\o. for contrasting
views. When enforcoed in this manner, the bhroadeaster's journal-
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. Federal ~State Communications

Communication issues affecting State and local governments
arisc in every substantive area and in varying contexts. For
ample, the planning of a national energency communication
syqbcm reguires “1te and local participation; regulation of
the communications common carrier indus try has raditlonill/
been divided belwcen the FCC and State public utility conmissions;

regulation of CATV systems has been divided ketwveen the FCC and
lOCal (municipal) authorities; public blOdCquthU and educational
communications involve Stale and loca1 governments te a significant
degree; the operation of public sofe ty communications systems
(police, fire, ambulance, etc.) arc usual ly under the direct
operational control of local OLTlCLd]o, and in nany cases, local
governmental communication facilities and ser vices are funded in
whole or in part through Peaeral grant-in-aid programs.

Yo provide guldance and assistance to State ang local gove
ments, OUP has undertaken one genceral and several specific +agl
The general task is to identify the various eceral assistance
prograems involving telecomaunications in order © i

‘.J

'
and 34,,(:-11 govesnuents on the effective viilizetion of thesa
programns, ana in order to inform tha Condareas of duwl;chion”

or deficiencies. This review is now in pr O]tv” under OTp
suparvision, and should bz completed by the end of Fiscal
Year 1972.

Among the specilic tasks which CTP has wndertaken in this
arca are (a) assis e Fi w8 of Iavaii and Alasha in
W

identifying conmt 1Ch night be met throuch
modarn tochnology (e.g., cernnunicstion satellites), and in
developing plans and procrems for 15ing such teﬂlnology;

(b) advice to local and Stuie gov<3 ment oificicls concerning

/n,»—
,-H-,—-

the potential and the probless of Lroadhand ceblo communications
and CnPv, and the dosirable manner of State and local requlation;
and (c¢) concultation with State public utility cormissionors
concorning the impoct of sooecielizod comunications carriers
broadinnd cable svstems, & cUHmunwcutLons QLLv:c 'S on
traditiconl regulatory »no and pracitices, ince these

tasks are largely consultative and ad hoc in nature, it is
difficult to specify a future timetable. OTP doos expect:,
howzver, that major quui"“MEﬁuS for information and cons sultg-—
tion will emerge from long-range ceble rolicy QJ”M]Opment this
expoctation is based 1oon tne very larce flow of such requests
which were stimu lﬁLed by the announcemant and preliminary work
Of the Cabinet committec. OTP also anticipates a substantial
continuing requirement for assistance to Hawaii, Alaska, and
the U.s. Tlulu Tevrritories as their internal COm“Lnlcat10n
Planning activities Drogress.,




5. moni le Ccm unlccﬁuo

The freguency spectrurn available for mobile radio services
has recently Loon tripled by the FCC. The rmobile communica-—
tions ncuot“y will no lonqov be limited by a Flcouencv shortage
but w111 face classical 5Uu~l7 and demand limitations. This
will raise a nunber of issucs as to appropriate tvpes of new
syctoens, new services, and the 1nstltutlona1 stru&ture to
suppoxrt them. The transiticn fron spectrum scarcity to spectrum
abundance must be regulatcd to create an ind untry structure that
ig sensitive to fulture denands for communications services of all
types, lncludLng improved mehile telephone services for urban
arcas, integratced dispe tcw services, and public telephone

services for domectic aircrafit.
OTP? has begun a program, with assistance from the Dollcy

Support Division of The Office of ieWecommunwcatlop of the
Depnrtment of Commerce, to assess the technical, economic,

and instituticnal effects of proposed new mobllD systems and
services and to formul dt rolicy guidelines for the development
and regulation of the expanded industry. In cooperation irith

the ¥CC, DOT, LEAA, HE”, and HUD, OTP will assess the feasibility
of a pilot program to demonstrate innovative uses of mobile

communications services in support of public sa iety, emergency
health services, hidghway S:lf(.ty, and transportation in general.
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ment eponcored REb.  Thowss technologios provide opportunitics
Tor vostly iroroves € Locormmunicatione sérvices,
which could hove econoic offccots if
explnited proneriy.

CT» nlans a study effort dc signed primarily to identify
al advances aic occurring dnd to

areas in which neiw technologic:

cvaluate the effect of these technologies upon the existing
structure of the domestic communlcatlons industries. In the
coming year, O7TP hopes to identify in broad terms the current
state-of-the-art in major f;cld of communications technology,

and to isolate any natural limiting factors. 1If necessary, O1IP
will develop policy uu1a@1:ﬂe° regarding the aoplication of a
now technolouy to a partcicular use.
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LI. GOVERNMENT COMUUNICATIONS

A. Federal Communications Policy and Planning

The Federal Government's own communications consume from
5 to 10 billion dollars pPer year. The major concerns in this
field are avoidance of duplication, effective nmanagement of
the acquisition of new Systems, achievemaent of cowpatibility
amonyg systems, and satisfactory operating performance. The
creation of the National Communications Syster: 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 comnunications systems, although it has contributed
to better coordination of day-to-day operations. The majority
of Federal commuinications expenditures are beyond the scope of
the NCS and have not bheen 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 commu-
nications activities and resources of the Federal Covernment:
second, determining the nceds for effective information exchange
among the various departmonts and agencies; and finally, taking
action in those areas in which integration will best achieve
the ends of efficicncy and econony ,

OTP has completed a review of all 2xisting studies and
es

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 reviecw of existing and vlanned radio
navigation aids operated or used by various ¢leiients of the
Federal Covernment, accounting for the expendi ture of between
oare and three billion dollars annually (not including expandi-
tures by private usevs). It is now discussing with the affected
sederal departments the designation of a single system as the
standard long-range radio navigation system and the formulation
0% a schedule on which other long-range systems can be phased
Gulb. It is planning an evaluation of the many diffcrent
position-fixing systems used by the Government, to determine
how many are needad to meet all requirements, and how nany
Might be repnlaced if a global, high-accuracy navigation
satellite systen is deployed.

OTP has begun a review of all the Governmant's communica-—
tions satellite programs, with an eye toward identifying
avoidable <uslication and assuring that available economies of
scale are exploited. Tt will initiate a similar review of
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computer-communications networks. The assistance of major
Federal departments and acencies will be solicited in bguh
thege reviews, and they are expected to be comvleted in time
to influence the preparation of the Fiscal Year 1974 Budget

_.OTP has Dbegun work with othsar elements of the Executive

ffice of the President to determine the probable future
communications needs of the Executive Office, particularly the
necds for integration with the cowmunlcntlonj Hni inForma%ion
handling systens of the departments ang aoen01ﬁg -l is
anticipated Lhu most of these requirements wwll'b“ established
duLlng Fiscal Year 1973. Based on the results of the require-
ments survey, OTP? »nlans to determine the technical a;ra;gﬂments
necessary to meet these requirements, including the dedre; of
compatibility among Federal systems needed to permit the
recduired exchange of information.

B. Ewmeragencyv Preparcedness

The purpose of the Emevgency Preparcdness Drocvom is to
. -y P - = "".m )
insure that ratiocnal and IPedsral cormmunications Sy OTEnS are
fully cape ble of mecting pr 5C57if»» needs unaor cxiei*nfutcgf

= '

conditions, including nuo leor attack., This is a demanding
bocause of the nuvinorous cco “tjﬂ“LnCth that must be pro-

1S,
rided for-—--both with respect to {he nature and location of the
daigruption and with respact to the nature and location of the
services which, in one oxr a: Y circumstance, it must be
concidered vital to restore. LT“TGO““Y cormunicaitions plans
and capabilitics must conply with three hasic princinples.

(8
] use of facilities for both cinergency and
« Polonced survivability anong
comnonicalions a;m: the I&CXLllfILCS which are suvhor tad by
N ]

no of respensibilicy to assure

First, maxinmum dd
routine opcratiCLs. %ec na

cormainica t_lOII
acconnl ishien

S I B T et a2 N, . . -
O7TP has curpletod rovie Chose existirg and ‘“O}?DG”
creraency conanscations gy vhich vould provido WATNING
. :
[

and crorgoency informacion people of 4ho Uniied Statces
ndor condi *-"“‘10 of nuclcar attack or notural disasier. Yhese

Y 1,‘ ‘ ,,.),\,—\ ~ 7 = ¢ b= (SR N . - . .
Lhe I ccency broadeast System, the proposcd radio

incliude the I

eIy e vres T e 'i_‘.r'] 1 Noefones 33yt ] N
WA 5y o Ol L renoo, ho radio
N — PRI . - N -
SYL oS Oy une Al ocphoric ro Be

C R L
na Lhe propnus throuaoh {he Tocilitl
ol N } LU St s L."\. EEES Gl E S S S

a
TRINVGLO hirodarn have reouiiod in oho
=D T R P : T ¥ ‘o Pooa- o

foL¢oH1nj. (1) Cgan?us in LQM Emergency Broadcast Syste“,
to lmprove its celiability, (2)  Sczparaticn of the warning
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function from the Emergency Broadcast Systain. (3) The selec-
tion from among various alternatives of the most promising
approach to a nationwide public warning system. (4) Identi-
fication of a nead 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 reguiring the inclusion
of a warning receiver in every new radio or television set.

OTP ie reviewing the policies and procedures under which
critical private line services would be resvored by the United
States communications common carriers. Since no system of
pre-set restoration priorities can be satisfactory for all
enargency conditions, some mechanism must ho developad to
provide for flexible Management of national resourcas when
central control is possible. To this end, oOTP has directed
the preparation of a now plan for providing on-~the~-scene
cormunications facilities and Tesource 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 organizazational framework for 2mergency communi-—
cations management, and has prepared a comrnunications annex
to Federal cmergency vlans. During Fiscal Year 1973 orp
expects Lo complete a plan for effective Federal fielq organ--
ization for communications Management under war ciergency
conditions.

OTP 1is concernad with the design fea
incorporated in national communications f
their resistance to nuclear weapons eflfeoc
nuclear effect now under study is the ele

acilities. to increase
S. The principal
tromagnetic pulse

[
from high altitude nuclecar detonaticns. The Office is also
working with the Department of Defense to assurc that measures
taken to enhance the survivability of communications links are
consistent with the Survivability of the teiminal points of the

systenm.
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ITI. 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 & controlling voice in its governing body,
although we will have substantial continuing influence in
decision-making; Comsat's assured 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

’CC, to advise Comsat as our Government's representative to
INTELSAT.

2. Domestic and Regional Systems
Y

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 Buropeans are planning domestic ana regional systems which
could affect present INTELSAT services. OTP advice will be

reguired as to these and other interfaces between INTELSAT and
dorestic and regional systems.

3. Specialized Satellite Communications Services

In this arca, the issue is the institutional structure
within which specialized services will evolve. OTP announced
a policy in January, 1971, providing guidelines for the estab-
lishrient of a new structure for international aeronautical
satellite communication services. Subseguently, FzA, DOT, and
tha Departmont of Statce discussed this matter with the European
countries (ESRD) and drarted a Memorandum of Understanding
defining a joint international program. OTP reviewed the
Memorandun, along with other Executive agencies, and prepared a
recommendation which was accepted by the White Eouse. OTP is
cnrrently engaged in coordinating the renegotiation of a joint

international progranm.

tine satellite services, the Coast
te for Merchant Shipping, and the Mari-
at such services will be required well
cade. OTP will work with those organi-
v 1973 to insure that maritime require-
ments will be satisficd in the most efficient manner.

With respect
Guard, the American In
timn Commission <© i
beliore the end of thi
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for the Atlantic Basin, including comvarative cost and performance
estimates. This was forwarded to the FCC, with policy raecommen-
dations concerning authorization criteria needed to avoid
inefficient futurs investment in international transmission
facilities. OTP is prescntly conducting a similar case study for
the Pacific Basin. It has the same objective of es*ab]jshing firm
analytic procedures and investment criteria for use in the
authorization process, so that the international carriers and
their forelgn counterparts can plan future investments with
r~asonable assuranca. Implementation of policies concnlnlng
international communications will require continued effort in
future ycars.

C. International Organization Activities

buring 1972, UNESCO will convene ral meetings to
develop guidelines for use of communicaLl satellites in the
international distribution, and possible cernational broad-
casting, of radio and television programm OTP has worked
closely vith the U“_Lbc States Patcht ' thoe Departmont
o St;':_'i;'(’, and the : ¢ ar 151 O‘L‘(’S'C cd groups
in the broadcasting indusis yoestal cend mintain & sound
and consictent U.S. jah’*‘ 1 stand codes of conducl, and
intellectual Dy percy ights protection. Bzcause of the expected
develeopments wit SCO and, possibly, within the yorld
Intﬁllmctual perties Organization, these activities are

tinue throughout Fiscal 1973.

International Telccomunication Union

r

The International Teleconmunicalion Union
of the United V,LJP:S with 141 wecuber '
and excends incernationa]l coaneral
rational > of “zi“\chq“JouL1oa)
vorld confcrercaos of its monbers to iew and

s "1,' 114 f\nal ._-”!.Jl:':] On:: needasd to assure the smooth

communications A principal
“QG]O freauencios umong the respec-

hro<fnﬂ~L'nr, fized, auronaatical

ctel) .o bhuxs ug. t;lle past year,
riicination in ¥ activitios

.

Brench, the
CCOm (‘u“‘LlI S
resurceiente vere achieved ot the Vorld

Coniwirence on Space ormmunications
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t ~

077 has developed in COﬁjunPtion with the FCC the moans of
d
S5

(

awlementing the decisions of this Conferance, as soon as

nate ratificetion of the Conference results is ohtained.

will bha
Telecommu-
4 in U.S.

In 1973, an ITU ”lpnlOOL@DtJarv Conferen
d to review and update the Internzction

V C s}
nications Convention. Drlnc1oa¢ issues involw
ipa
t

o

*»m 0O =@

tion include whnether the United States should

2 ocnances in the organization or the purnoses of the
LT, and whether a ney j“L“VPdClondl corma 11C&c LoNns OLQunww
zation should be formed to Cope with policy issues unrelate

to technological CCUODLGCLOH. As part of 1Ls preparatory work
the United States must study these and othe cuostions in
¢=pth and prepare p051t10n papers aimed at assuring respon-
sivenass of the ITU to the international telecommunications

reguirements of the 1970's and 1980's. OTP is working with
the Department of State on the recommendad ScopA of the
Conference and the general objectives the United States

should seek to attain; it will remain active OUllnq Fiscal
Year 1973 in developing and coordinating the U.S. position,
and commenting upon the positions of othe counbrles, Similar
cfforts have been begun in preparaticn for the World Admin-
istrative Radio Confercace on Maritime Matters scheduled for
1974,

The ITU maintains two major international coordinating
bodias known os ho International Consultative Committes on
Telcgraph and Telephone and the Interna ational Consultative
Comnittee on Radio. These organizations have nunerous
technical study grouws which examine problems regarding
iaternational standards, practices, systen planllpg’ wnd
rataes appliceble to the international communications
services. OTP 1s responsible for coordinating the preparation
of U.S. pL sitions for such activities, particularly those
h technical and ooeratlonal aspects of radio

pectrum planning, alWOcat¢on, ar~ use. huring
1973, ac thlt_LCg dcallnq with “he }_“—CU oems of
ology will be partlcularTr important.

U [ m ﬂ
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Iv. SPECTRUM PLANS ARD POLICIES

There is intensoe national and intornational compeltition for
the usce of thoe radio spcectrum for all forms of radio trans-
missions (radio comrunications, navigation, broadcecasting, radar,
air traffic control, etc.). The Foederal Govornnent is the
largest single user of the spectrun, and OTP directs Government
activities related to spectrum management and planning. This
includns cooperating with the FCC to develop plans for the
more cffective use of the entire spectrum, for both Government
and non-Governmuent purposes.

Specific tasks involved fall basically within the categorxies
of allocation and assignment for particular uses, cevaluation
of possible biomedical side effects of electromagnotic radiations,
and planning to mect Governuent and non-Government naticnal

-'-v
nceeas.,

In the allocation and assignment area, nuch progress has been
made in Fiscal 1972. The results of improved ADP and engineering
capabilities were applied to direct more effectively the assign-
ment 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 svstems and Air
Traffic Control services; troposvpheric 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 electfomaqnetic‘compati—
bility among communications and electronics systems before
budgetary support is gommitted; these procedures will greatly
improve Federal planning and budgeting for communications systens,
and will save both dollar and spectrum resources. Some 8000 MHz of
spectrum, previously reserved for exclusive Government use, was made
available to the I'CC for sharing by non-Covernment interests. In
the allocation and assignment area during the coming Fiscal Year
OTP plans to continue the development of an electromagnetic ’
compatibility analysis cavability 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 respact te air-ground communications, the compnati-
bility of Government systems at 7/8 GHz, and the compatibilit& of
rroposed 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
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Government agency compliance with the allocations resulting
from ITU Conferences (1967 Marilime WZRC and 1971 Space WA?C)

A stronger technical base will also ba developed for Government
use of the spectrum--standards, monitoring, technical charac-
teristics, receiver improvenent, rescarch 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 bio-
madical efifects, OTP established during the past year a
coordinated "Program for Assessment of Biological Hazards
of Nonionizing Elecltromagnetic Radiations."” Under this
program, the Ofifice 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
¢ive more accurate weight to all relevant tachnical, economic,
and social criteria. 1In cooperation with the FCC, a review
nf present frequency allocations and uses was initiated with
view to reallocation and improved sharing arrangements
between Government and non-Government uses. Both these
activities will continue in the coming Fiscal Year.

k

Y




- 21 -

CONCLUSILON

This concludes nmy explanation of the projects and
activities undertaken hy OTP during Fiscal Year 1972 and
contemplated under the budget estimates you have beofore
you. We believe that our plans and projections serve fully
the mission we have bheen assigned by the President and the
Congress.

Despite the length cof this presentation, I an
that some matters have not been covered in as
as the Subcommittes would find helpful.
L1
[

1 confident
complete detail

I shall ba happy
0 answer any questions you may have.
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STATEMERT BY
CLAaY 1. WHITEHEAD

DIRECTOR, OFFICE OF TELECOMMUNIICATIONS POLICY

-

Mr. Chailrman and M
T appreciate the opporiuni
reguests of the Office of

”~”

:mbers of the Subcomnittee,

y to discuss with vou the budget
OIOCOMWUUICGL1OQS Policy (07P).
a

.
.QJ‘—a o

You have beflore you our Budact lstimates in some detail;
L would like to use this occasion principally to discuss
the various activities on which those funds are to be
expended,

)

Initially, however, T want to volunteer a few
Observations concerning the nurbers you have before you.
Our total request of $3,084 (000, represents a net increasoe.
Of $484,000 above last vear. hm vast majority of that
is attrJ >utable to the increases in Civil Service compensation

enacted by Congress this wpast session, and to itho fact

that this is the first buaget which contenmplates operations
at a fully staffed level for the entive fiscal year.

Wo are secking no increase in tho level of ocur vresently

céuthorized stoff, and only a nodest increase (625 ,000)

in the funds which we may use for rescarch that can be
done better or more ccormﬁjcally on a contractual basigs
than inhouse. I stated to you in our hecovincs last year
that it was not our intention to create a huge bureaucracy
ocut of this new office; T ctand by that statement, and

our activities to date and the current budget requoest

bear it out

I apprcciate the problem which you gentlenen face
1.

in cvaluating the efficiency a“d utility of an ag cncey

that cannot m-casure its outzut in terrms of applications
processed, miles of hichway paved, or even radio and television
licenses issued and ronewsd, AS oour name indicates, our

con; thuLJon to Covernment is less guant ifiable, but nonethe-
less valuable.  The fruits of our endcavors are to be

found in govornmental chisio s—-usually decisions rendered

by other governmental entities, including the ¥CC and

~~
.
o

Congress itself--which can affect the shape of United
States commmunicaticons for veoars TO come,

r
W




. L
T would like, therefore, Lo discuss with yvou in
some detail +the major prejects to which my Office has
devoiced its cnergies during the last fiscal year, and
those which it intends te pursuc under the proposed budget.
They {21l into four major arcas, namely domestic communi-
cations, CGovernment CoOm internaticnal communi-
cotione, and cpectrun 1 usc, with a nunber of
subcategorices under each.
I . |
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) I. DOMESTIC COMMUNICATIONS
A. Common Carvriexr Cormununi CUtWOW%

4.

Common carricr comd aunications is for the most part a
monopoly public utility scrvice p? -ovided by the Rell gystem and
indepe nﬂont telophone con panies, "he pelfolmance ofi the industry

has come under increasing criticism in recent years,
has beoen Dro.)f)scd that various scgments of common ¢

and it

arrier

operations be openced to competition.  In response to such pProrosals
the carriers have asserted that the benefits of economy of scale

and operational integrity dcri"ed from integrated ownarship
and operation far outweigh any potential customer benefits from

competition.

OTP has initiated several investigati -
gquestions. The ultimate ailms of lhese studics are,
develop recommendations as to which aspects of c
oparation can safely he opened to increascd comp
which should remain under integrated control; and,

i

determine the regulatory IIlWCL“lO and prect
{0 ensure that noncomv;tl. ve operations rema
innovative.

-

ions into these

first, to

ommon carriexr
ctition, and
d

sccond, to

ces best designed
n cfficient and

Principal studies and findings to date include the following:

1. Domestic Satellite Communications

OTP has found thai there ave insufficient cconomiaes of
scale in domestic satellite compunications to warrant governwent
roestriction of compatition Its studies showed that all of the
satellite anplications on "110 with the I'CC are cconcnmically
viable, fechnically conmpatible, and could ho acconnodated within

exislting spcctlum and orbital space. OTP thorclore

rocomiended

to the 1CC that any technically and financially qgualified applicant
<

be allowed to cstablish and opoerate
3

t
competitive basis

2. Spccialized Commu nications Carriers

The entyy of now communications caryiers offering s
vod" services (c.g., Gata, private linc, vidco interconnec
&

cte.) in compctition with the existing televhone cglrﬁhxf
18

apvroved in principle bv the FCC, but a nmuuber of

satellite systems on a

"special-
tion
as

aues which

could detormine the practicel feasibility of competitive entry

were left unresolved--such as the allowable pricing r
interconnection constraints.

response and
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advances. This is only onc aspect of depreciation policies
that affect common carrier financial decisions and customer
rates; other aspects arc disposition of fixed assct salvage,
and separation of depreciable and nondepraciable investments.,
Ip Fiscal Year 1973, OTP will undertake a comprehensive
investigation of deprecciation practices, objectives, cffects,
and alternatives in the common carrier industry.

B. Cable Television and Broadband Communicaiions

Broadband cable systems represent a new communications mediunm
which can incrcasc consumer cheice in telovision programming and
provide many new communication scrvices hitherto unavailable. The
immediate cffect of cable expansion, however, is to disrupt sonce
of the distribution practices of the existing television industry
and to threaten the cconcumic position of some broadcast stations
and copyright owners. There is urgent need for policies to guide
the development and regulation of calle in such a fashion +hat
its enormous bencefits can be rapidly achieved without depriving
the socicty of its healthy programming incdustry and its esscniial
broadcasting services.

-

0P has undertaken a scries of studies and investigations to
identify and illuminate parti ar aspocts cf broadband cable
developn re wolicy considoration, and to dcevelop
i ncludeao:

a. A study of the present and projected costs of hroad-
band cable systems, to scrve as a basis for cstimating futurc
growth patterns and rates of devclopment of cable distribution

g
SysutTens.,

b. A study of the television program production industry
and its cconomics, to serve as a basis for cstimating the growth
in ncow television programming likely to occur as a result of
cable system development.

simulation model to be used in cenjunction with the resulis of
(a) and (b) to predict future industlry develorment.,

c. A study directed to the development of an industry

d. Definition of a study project on projected consumer
demand for cable television under altornative policies.

In addition to these studics, OTP haco providoed sunrorting

analysis and developed alitcernative

policy recormoendations for the







