


FOREWORD

Calendar 1973 was the third 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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The Committee recognized that the full separations
policy should be applied only when the cable industry is
more developed and mature than today. Conseguently, it
recommended a transition period during which the proposed
new cable policies would be implemented gradually. There is
an immediate need, however, for a national consensus on the
directions of cable growth and national policy, preferably
reflected in Federal legislation, before cable growth is so
extensive that changes would be impracticable. OTP is cur-
rently preparing legislation that would implement certain
of the Committee's recommendations.

In 1973, OTP also undertook other studies to identify
and clarify particular aspects of broadband cable development
that require immediate policy considerations. For example,
OTP completed a study to determine the most economical ways
of conserving and enhancing television services in low
density rural areas, where conventional cable technology
may not be economically feasible. The study examined in
detail some alternative technologies, individually and in
combination, which might improve rural television services.
Associated system costs were also developed. The study
team concluded that broadband communications in rural areas
can be provided econo ically by the application of several
television distribution technologies. In light of this con-
clusion, OTP will evaluate the possible economic benefits of
removing the FCC's prohibition against ownership of translator
stations by cable systems.

OTP also completed the development of a computerized odel
to examine in detail the financial performance of a cable
system under various conditions. For example, the effects
of factors such as tax and depreciation policies, franchise
fees, required services, and capital costs on a cal e system's
rate of return over 15 years can be examined with the com-
puter model. This may prove to be a valuable tool not only
for policy analysis, but also for use by local governments
considering cable systems for their jurisdictions.

In November, 1973, OTP initiated a study to evaluate
the consumer demand for direct subscriber purchase of television
programs over cable. This study will consider various cate-
gories of programs in assessing consumer demand, and its results
will ultimately be used to assess the feasibility and
potential impact of subscriber-supported programming. The
completed study will be used in developing recommendations



for the regulatory policy needed to permit enhanced consumer
choice in television program fare while maintaining the
availability of advertiser-supported programming.

B. Broadcasting

1. Public Broadcasting

The Public Broadcasting Act of 1967, which created
the Corporation for Public Broadcasting, emphasized the role
of local stations in serving the needs of their communities.
As public broadcasting grew and developed, guestions arose
regarding the relationships between local stations and national
organizations, and concerns were expressed that the system
was becoming overly centralized. Many of these concerns were
put to rest in 1973 when the Corporation entered into a part-
nership agreement with the stations and established principles
and procedures whereby station representatives would have
a major role in the decision-making processes of the system.

The means of establishing a stable source of
Federal financial support for public broadcasting was not
addressed by the Public Broadcasting Act of 1967. Over the
years, many organizations, both in Government and in the
public broadcasting community, have searched for a satisfactory
method of achieving long-term Federal support which would avoid
detailed Govern :nt oversight of program content. In 1973,
a task force established by CPB completed its work on proposals
for the long-range Federal fi~ancing of public broadcasting.
The report of the task force nhas been forwarded to members of
congress and the Executive Branch.

OTP is now preparing legislation that will provide
for long-term financing of public broadcasting, encourage
continued contributions from private sources, and ensure that
a substantail portion of Federal funds are channeled directly
to local educational stations.

2. License Renewal Policy

The regulatory license renewal process continues
to be characterized by uncertainty and delay, thus injecting
an undesirable measure of instability into the broadcasting
industry. Legislative reform of the license renewal process
is necessary to assure that existing licensees who are
satisfactorily serving their communities will have reasonal e
expectation of license renewal in the face of competing
challenges by new applicants. '
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Various suggestions have been offered to remedy
the license renewal problem, among which is a proposal to
adopt quantitative program standards, which, if met, would
virtually assure an incumbent of license renewal. OTP has
opposed the adoption of such standards because they would
constitute an' unwarranted and unnecessary intrusion by
Government upon the program judgments of licensees.

Oon March 13, 1973, OTP submitted legislation to
the Congress that would make four revisions in the present
broadcast license renewal process: the term of the licenses
would be extended from three to five years; policies concerning
‘qualifications would be made through rule-making proceedings;
specific procedures would be required in the event that a
renewal application is challenged by a competing application,
and finally, the FCC would be prohibited from establishing
predetermined performance criteria to evaluate renewal appli-
cations. Some of these recommendations have been incorporated
in the draft bill that was ordered to be reported to the House
Commerce Committee. OTP will continue to assist the Congress
in the effort to reform the television license renewal process.

3. PFairness Doctrine

The scarcity of channels which characterizes the
broadcast industry today requires that those who control
broadcast outlets inform their viewers of contrasting points
of view on controversial issues of public importance. This
"fairness" obligation is now being enforced by the FCC on
a case-by-case basis, with the result that individual pro-
gramming and journalistic judgments of broadcasters are being
repeatedly evaluated by government. In a society founded on
principles of freedom of expression, this process represents a

dangerous intrusion by government into the journalistic
function.

Although the Fairness Doctrine (or some si ilar
mechanism) is necessary as long as television broadcast outlets
are as limited as they are today, the means of enforce :nt
should be modified in order to minimize detailed governmental
supervision of program content. OTP has suggested that the
Fairness Doctrine be enforced by a review of a broadcaster's
overall performance at license renewal time, rather than in
the present case-by-case fashion, and has recommend 1 such
an approach in its proposed license renewal legislation.




OTP will continue to explore various alternatives
for solving the present Fairness Doctrine problem, and will
continue to assist the Congress and the FCC in their efforts
to enhance free expression in broadcasting and to minimize
governmental .intervention.

C. Mobile Communications

In recent years advancing technology has fostered
widespread use of mobile communications. However, despite
the growth in demand for mobile radio services, insufficient
_portions of the radio spectrum have been made available for
these purposes.

Recent actions by the FCC promise frequency relief
by the reallocation of large blocks of frequencies for land
mobile use. Additionally, many types of new and spectrum-
efficient systems have been proposed. Together these
developments raised a substantial number of policy issues
regarding the use of new spectrum allocations and the insti-
tutional structure required to accomodate the demands for new
systems and services. '

In early 1972, OTP commenced a program, using staff,
contract, and Policy Support Division resources to assess
the technical, economic and institutional efforts of proposed
new systems and services; to formulate policy guidelines
for the development of the mobile industry; and to provide
for the maximum amount of competition @ th in the manufacture
and sale of equipment and in the actual provision of services
to the public.

In September, 1973, OTP completed its study and
released its conclusions and recommendations regarding land
mobile radio service to the FCC for its consideration. The
policy statement recommended an allocation plan that would
encourage industry investment in new technologies and services
while preserving flexibility and avoiding over-commitment to
any particular service or technology. Amon other recommenda-
tions, OTP suggested that one portion of the spectrum be
allocated for all mobile radio services on a competitive,
non-rate-regqulated basis in order to create an environment
that would accommodate numerous competitive suppliers and
encourage development of new services and technology.




It was also recommended that another portion of the
spectrum be allocated to telephone common carriers for the
provision of rate-regulated mobile telephone service and
ancillary dispatch service as an extension of the regulated
telephone service. Further, in order to provide economic
incentive for efficient spectrum use, OTP suggested that the
Commission adopt a license fee schedule to reflect the sc :c ty
value of the spectrum.

OTP is continuing its study of the potential uses of
mobile communications and methods to improve spectrum efficiency;
evaluating regulatory proceedings regarding "pseudo common
carriers" and assessing the likely impacts of these pro-
ceedings on the competitive features of the policy on land
mobile radio; and examining the likely effects of cross-
elasticities of demand for new land mobile services on
existing services.

D. Data Communications

Regulatory actions, coupled with rapid advances in
computer-communications technology, have raised the potential

for significant new offerings of data processing and data
communication services.

In recent years, the computer and communications
idustries have come to intersect in several important areas.
The use of computers in communications has enabled, or made
considerably less costly, new modes of trans ission, switching ,
network design, and system administration. Conversely, the
use of communications with computers has increased the sharing
of data-processing resources and the pooling of information
banks. As a result, the remote access to computers has opened

up new opportunltles in the areas of business, education, and
social services, to name only a few.

At the same time, the FCC has taken steps to inject
competition into the communications marketplace. It has

authorized the entry of new types of "value-added" vendors

to institute and operate communications networks providing
terminal-to-computer and computer-to- -computer communications
utilizing technology known as "packet switching." These new
entrants are relying in large part on capturing a significant
portion of the rapidly expanding market for data communications.
The market has not been defined adequately and the probability
of successful entry together with the potential for adverse
impact on existing carriers has not been determined sufficiently.
OTP has initiated studies that will address these concerns.



In a related matter, OTP suggested in May, 1973, that
a grant of AT&T's application for construction of "data under
voice" facilities be conditioned upon tariff provisions that
would reflect liberal practices and policies regarding inter-
connection, usage and resale of such data communications
facilities. This would permit individual companies the
freedom to design and acquire hardware/software systems to
fulfill their own particular digital needs. AT&T has not
yet completed its initial construction of "data under
voice" facilities nor filed any tariffs for provision of
service. Meanwhile, OTP continued to study the questions of
shared use, resale and interconnection of common carrier
services and facilities.

The subject of "value-added" vendors or "value-
added networks" raises issues similar to those involved in
the use and resale of "data under voice" facilities. The
FCC has granted two of several such applications under
authority of Section 214 of the Communications Act and subject
to certain conditions, which narrowly define the scope of the
grants. However, as the Commission noted, there are numerous
questions yet to be resolved, not the least of which is
whether such "value-added networks" should be regulated as
common carriers under Title II of the Act since there do not
appear to be any natural monopoly characteristics inherent 1n
any of the proposed systems, nor has any grant of exclusive
franchises been requested.

OTP has conducted a preliminary analysis of the
policy issues posed by the emergence of these new entities
and will recormmend shortly to the FCC that these considerations
be incorporated in a rulemaking proceeding. OTP will continue
its evaluation and analysis of the 2 issues and will make its
conclusions availak e to the FCC in the course of that proceeding.

E. Com (n Carri~- ~~mmunicatic s

The growing demand for new, diverse and flexible
communications services has manifested itself in the emergence
of specia ized and satellite carriers, a growth in the commu-
nications terminal equipment industry, proposals for channel
sharing and leasing arrangements, and a trend toward relaxation
of current restrictions on use of carrier facilities.

OTP has continued its investigation of the issues
involved in t 3:se developments with a view toward identifying
those common carrier communications services that can be
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provided on a competitive basis; assessing the appropriateness
of responses to competition by monopoly common carriers; and
developing policies to assure that noncompetitive communica-
tions services are provided in an efficient and innovative
manner. Principal studies and findings to date include the
following:

1. Competitive Communications Services

a. A major concern relating to the introduction
of competition involves present tariff restrictions
on resale of communications services and interconnection
‘with the facilities of existing carriers. These restrictions
might not only inhibit growth in the communications brokerage
markets, but could also retard the development of terminal
equipment suppliers as well as specialized and satellite
carriers. OTP has identified these restrictions and has
assessed the economic benefits that would accrue from their
relaxation or removal. Recommendations for tariff modifica-
tions,which are necessary to permit the orderly growth of
competitive services, are now being form lated.

b. During the past year, the established carriers
have moved to adjust their tariffs for selected services in
response to actual and potential competition. An evaluation
of whether a given competitive response by a monopoly
carrier is fair and equitable requires inter alia an
investigation of the existence or extent of cross—-subsidy
between monopoly services and competitive services. In this
area, OTP has undertaken studies to evaluate and verify
various economic burden tests for cost allocation which have
been proposed by established carriers in support of their
tariff adjustments. In addition, a comparison has been
undertaken of the long-range incremental and fully allocated
methods of costing in order to determine an appropriate
approach to costing facilities and services in a competitive
environment. A related study has been initiated to identify
the extent of cross-subsidy between various service categories,

e.g., urban to rural, business to residential, toll to local,
etc.

Although cross-subsidies can serve to support
important social objectives such as uniform availability
of telephone service, they also make it difficult to
evaluate the fairness of tariff responses in a competitive




market. By determining the extent of cross-subsidization

in a given service, it is possible to evaluate the desirability
of continuing a cross-subsidy for the promotion of social
objectives or eliminating the subsidy in the interests of

fair competition.

2. Common Carrier Regulation

Although it appears feasible to continue allowing
competition in selected segments of the communications markets,
this will affect only about 5-10 percent of the total revenues
of present common carriers. Most common carrier operations,
principally the provision of public telephone service, would
continue on a monopoly basis.

Effective government regulation of monopolies
is necessary in order to assure quality service to the public
at reasonable cost. But detailed oversight and regulation
of an enterprise as large as the telephone industry, for
example, are both difficult and costly. Therefore, OTP is
exploring means whereby policy-established incentives for
improved public performance could be substituted for detailed
regulation.

a. OTP has completed a major study of the FCC's
Uniform System of Accounts for common carriers in order to
identify what operating incentives, if any, are provided by
this regulatory reporting system. The study has shown that
because costs throughout the common carrier industry are
classified by facilities, whereas revenues are classified by
service, the reasonableness of a given rate of return for a
specific service under review is not easily ascertainable.
In addition, this accounting method greatly hinders the
evaluation of proposed tariff revisions in a competitive
market and provides little incentive for minimizing invest-
ment or operating costs or for incorporating new and more
efficient technologies. Accordingly, OTP has undertaken a
study of alternative accounting methods, including one that
would establish the geographical area of a given telephone
exchange as a cost/revenue center. Separate accounting for
each exchange area would permit comparison of the relative
cost, profitability and efficiency of all exchange areas
across the nation, thereby encouraging improved performance
in those areas that are marc-nal.
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b. OTP has also v dertaken a study of usage-
sensitive pricing, which has been jroposed by some carriers
as an alternative to the present flat rate pricing approach
for local telephone service. This method of pricing, which
is now used for long-distance telephone service and for the
supply of other utility services such as electrical power
and natural gas, would enable the pricing of local telephone
service to reflect the degree of actual use by various
customers. OTP will continue its investigation of this and
other approaches to the pricing and costing of communications
services during 1974.

C. A related concern is the high capital
intensity of the common carrier industry. OTP is conducting
a study of common carrier depreciation policies to determine
whether capital might be generated internally under various
depreciation alternatives. The study analyzes various
depreciation methods and assesses their impact on revenue
requirements, rates, rates of return, profits, cash flow,
etc. It also incorporates the use of a simulation model
which is capable of evaluating the rate at which the
introduction of new technologies can reduce both capital and
operating costs. OTP will continue its investigation of
depreciation alternatives and will make its findings
available to the FCC and the common carrier industry.
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structure a coordinated national navigation program. The
first step was to be the designation of a single system
for long-range general purpose navigation. This step was
held in abeyance during 1973 to await the results of an
OMB-directed joint study by the Department of Transportation

OT) and the Department of Defense (DOD) leading to an
agreement on the selection of a single national navigation
system. The response to this request, originally due in
July, was not submitted by DOT until December. The study
was not performed jointly with the Defense Department and
did not address the entire radio navigation picture.
Rather, it dealt only with one element of the navigation
problem, the selection of a system for navigation within
the coastal region of the United States.

OTP has informed OMB that to accept the recommended
action on this system without the comprehensive plan we have
been seeking will only continue the trend of proliferation of
radio navigation systems rather than achieving the objective
of satisfactory radio navigation system coverage and perfor-
mance with the ' inimum number of systems.

During 1974, OTP will continue its efforts to bring
about the development of a comprehensive radio navigation
syst« 1s plan, including designation of the radio navigation
systems which the Governn._at will continue to support in the
future. This will be accomplished largely within the framework
of the Government Communications Planning Program.

Another effort which is being phased into the
Planning Progra is the previous ( P effort to review and
analyze the many different Federal Government satellite
communications programs. This effort was initiated in 1972,
and was to have been concluded in 1973. It involved the
collection of detailed information about every federally
s mso : satellite program with a capability for serving
as a communicatit s relay. This information was to be
analyzed to identify satel ite systems which could be eliminated,
consolidated with other systems, or expanded to serve
additional users.

Budgetary restrictions hampered 1 iis effort during
1973. Other developments reduced the potential for early
results from this effort. The cancellation of NASA's plans
for developmental communications satellites after ATS-F not
only eliminated one set of costly government programs but also
reinforced OTP's belief that many of the services needed by
the Government can be supplied by private communications
satellite ventures. During 1973, the Defense Department
contracted to meet tactical communications needs with a
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Joint Communication-Electronic Committee (NJCEC) which

is responsib =2 for coordinated Civi /Military advice and
policy recommendations to the NATO Council on all communica-
tion-electronic matters affecting NATO.

During 1973 the OTP Emergency Broadcast System (EBS)
Procedures Manual was rewritten to clarify and simplify the
procedures and incorporate changes resulting from Government
and industry coordination. OTP assisted the Federal
Communications Commission in rewriting their EBS Rules and
Standard Operating Procedures (SOP's) to assure consistency
between the FCC and OTP documents. The Manual, Rules and
SOP's will be published and distributed in early 1974 and
will improve the effectiveness and efficiency of the EBS.

Also in 1973, steps were taken to develop more viable
contingency procedures to supplement the normal EBS activation
procedures. The new contingency procedures will allow national
leaders, to communicate with the American public through

the surviving commercial radio and television facilities if
the use of normal EBS activation procedures is precluded by

an enemy attack. By providing a capability independent of
prearranged telephone facilities to a specified location,

the new procedures will be much more flexible and survivable
than existing contingency procedures for EBS activation.
‘These new procedures will be implemented in 1974.

C. Computer Communications and Privacy

Computer-communications or teleprocessing is a new
technology which is emerging from the joining of computer
technology and communications technology. By using communica-
tions to interconnect user terminals and computers, it
provides remote access to computer capacity, remote access
to stored data, and communications between termi__il users.

The subject is important and timely because more and more
Federal departments and agencies are turning to teleprocessing
as a means to facilitate governmental :rvices and functions.
The development of teleprocessing techniques represents

the most dramatic change in computer utilization in the last
decade.

The anticipated shift to the computer network mode
of operation by the majority of Federal computer installations
will result in a demand for more commercial data communica-
tions channels and wider ranges of service offeri is. Similar
pressures from the private sector have already resulted
in the emergence of competitive, specialized communications
carriers, as well as in proposals for the establishment
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During 1972, the Law Enforcement Assistance
Administration was pursuing studies leading toward the
establishment of a telecommunications satellite system for
the law enforcement community. Noting the lack of concrete
justification for a national law enforcement satellite
system, OTP encouraged LEAA early in 1973 to focus
additional effort on determining actual requirements. LEAA
then initiated a project including (1) an analysis of
user requirements for the next 10 yvyears; (2) development
of the network implementation plan; and (3) development of
interface guidelines. OTP participates in the Steering
Group for this project and, as more information concerning
the requirements develop, OTP will provide additional
policy guidance on such issues as privacy protection and
the relative degree of Federal versus State control over
law enforcement telecommunications systems.
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position in the world communications market. Despite
acknowledged technological superiority in telecommunications
equipment development, the United States has experienced an
unfavorable balance of trade in recent years. OTP is working
with agencies primarily responsible for trade development

to reverse this trend.

2. International Communication Satellites for
Mobile Communications

a. Aeronauticeé _Satel it~ Tvperiment

In early 1971, OTP issued policy guidelines
concerning the development of a national program on satellite
communications for international civil aviation operations.
In furtherance of this program, OTP worked during 1973 with
DOT/FAA and the Department of State on a Memorandum of
Understanding between the European Space Research Organiza-
tion (ESRO), Canada, and the FAA covering a joint program
to test the use of satellites for improving air traffic
control. At year's end, the three parties reached a tentative
agreement on the Memorandum, which is now being reviewed within
the Executive Branch.

The purpose of this Aerosat program is to
explore ways of using satellite capabilities to improve the
cost effectiveness of oceanic enroute services, including
the possibility of combining or reducing air traffic control
facilities. The evaluation will be conducted using satellite
channels provided by a new industry/Government entity.

Canada wi 1 own approximately six percent of the entity,
and the balance will be owned by ESRO and a private U.S.
communications corporation in equal shares.

This international arrangement is the
result of nearly three years of difficult negotiations
involving OTP and other U.S. agencies with U.S. industry
and foreign entities.

b. Maritir~ Satellites

International discussions continue, primarily
in the Intergovernmental Maritime Consultative Organization
(IMCO), concerning the provision of satellite communications
to civilian ships on the high seas.

The Soviet Un > and the West Europeans,
led by the United Kingdom, advocate that a new international
organization be created to provide global maritime communi-
cation services by satellite. The U.S. believes that such
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a decision, at this time, would be premature and that
substantially more economic and technical analysis is
required before an informed judgment can be made. No
definitive organizational decision should be taken in our
view prior to the April 1975 worldwide Plenipotentiary
Conference sponsored by IMCO to consider the establishment
of maritime communication satellite facilities.

IMCO's Panel of Experts (POE) on Maritime
Satellites met twice in 1973 to consider the economic and
technical problems associated with the creation of such
services. OTP actively participated in the POE meetings and
played a coordinating role in developing a policy position
with interested Governmental agencies, particularly the
Department of State, the Department of Transportation (Coast
Guard) and the Commerce Department (Maritime Administration).

OTP will continue to promote efforts to
identify requirements for international maritime services

without prejudging the operational or organizational means
to provide such services.

At the same time, OTP has supported the
development of a maritime satellite capability to meet U.S.
Navy requirements between 1974-76. Limited commercial
satellite services for maritime users will be furnished
by this same satellite.

3. Pacific Basin Facility Planning

A review of new underseas cz le facility planning
for the Pacific Basin was conducted during the year and
complements an earlier study developed by OTP for the
Atlantic region. Two original analytical studies supported
this effort. A traffic demand forecast through 1980 was
developed for the Pacific Basin and served as input to an
economic analysis of alternative system configurations.

The economic analysis considered the comparative costs of
several underseas cable and satellite transmission facilities
for meeting future U.S. requirements. The studies developed
the relative costs and economies associated with cable and
satellite facilities under varying assumptions of utilization
which should facilitate decisions affecting future Pacific
Basin planning.
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maintains and extends international cooperation for the
utilization and improvement of telecommunications of all
kinds. During the past year, considerable OTP staff effort
was devoted to ITU-related activities due to an exceptionally
heavy ITU international conference schedule.

Following more than a year's preparatory work,
a Plenipotentiary Conference was held in Spain during
September and October 1973 to review and revise the ITU
Montreux Convention of 1965. OTP provided a Delegation
Vice Chairman and other supporting staff for the Conference.
The results of the Conference were generally compatible with
U.S. interests and the essential structure of the ITU
remains unchanged. In 1974, the new Convention will be
submitted to the Senate for its advice and consent.

During April 1973, an ITU World Administrative
Telegraph and Telephone Conference was held in Geneva
to update the international telegraph and telephone
regulations which were last revised in 1958. OTP participated
both in the Conference preparatory work and as a member of
the U.S. Delegation. Controversial matters addressed by the
Conference included traffic routing and financial settlement
of accounts. As a result of satisfactory compromise solutions
reached at the Conference, the U.S. became a signatory to
the telephone regulations for the first time. The new agree-
ments are greatly simplified in form and, subject to the
advice and consent of the Senate, will enter into force in
September 1974.

Under OTP guidance, U.S. proposals for the
April 1974 ITU | rld Administrative Rac .0 Conference on
Maritime Telecommunications have been completed and forwarded
via the Department of State to the ITU Secretary General. The
Conference will revise existing international maritime radio
regulations and provide procedures for the initial application
of space communication techniques in the maritime service. OTP
has engaged in extensive internationz discussions preparatory
to the World Conference.

OTP representatives participated in all phases
of the U.S. preparatory work for the XIII Plenary Assembly
of the ITU International Radio Consultative Committee (CCIR)
scheduled for the summer of 1974. The Assembly will address
the development of an improved technical base for international
radio cc munication systems. In October 1973, ‘P participated
in an International Working Party on satellite orbit utiliza-
tion in preparation for the CCIR 1974 Study Group meeting.




OTP participated in a working group of the
ITU World Plan Committee which reviewed changes implemented
during the previous year involving the work of the Committee.
Revisions were made and will be in effect until the next
general meeting of the Committee in 1975. The work of the
World Plan Committee is intended to facilitate the develop-
ment of the international telecommunications network and to
help administrations in planning improved international services.

OTP also participated in the meeting of the
Regional Plan Committee for Latin America which is held
at four year intervals. The principal purpose of the
Regional Plan Committee is to develop a general plan for
the regional international telecommunications network to
help in planning international telecommunications services.

4. CITEL

OTP provided a member of the U.S. Delegation
to the annual Inter-American Telecommunications Conference
(CITEL) meeting in Brazil. CITEL is a specialized agency
of the Organization of American States an , since its
reorganization in 1971, has become increasingly active as a
regional telecommunications body. As a result, it provides
a very useful forum for discussion and resolution of
telecommunications problems of common inter-American cor ern.
The July 1973 Conference provided a beneficial opportunity
to discuss issues which arose later in the year at the ITU
Plenipotentiary Conference. The U.S. Delegation also
presented U.S. views on the ITU World Administrative Radio
Conference on Maritime Telecommunications to be held in
April 1974 in Geneva.
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Iv. SPECTRUM MANAGEMENT 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, etc.). 1In the United States, the
Federal Government is the largest single user of the spectrum.
It is OTP's responsibility to assign frequencies for these
uses and to coordinate all Federal Government activities
related to spectrum management and planning. This includes
cooperating with the FCC to develop plans for more effective
use of the entire spectrum for both governmental and non-
governmental purposes.

Specific tasks involved fall essentially into categories
of allocation and assignment of frequencies; planning to meet
Government and non-Gover: ent uses; electromagnetic compatibility
analysis; and side effects of electromagnetic radiation.

A. Al'~~ation of Spectrum

Executive Order 11556 requires that OTP, among other
things, "develop and coordinate with the FCC, a comprehensive
long-range plan for improved management of the electro-
magnetic spectrum resources." OTP and the FCC continue to
conduct a cooperative review of the spectrum resource to
determine how future requirements can best be accommodated.

During the last three years more than 9,000 MHz
of spectrum, formerly reserved for exclusive Federal Government
use, were made available for use by non-Federal Government
interests. Continued efforts are being made to increase
Government/non-Government sharing of the spectrum, including
development of alternate allocation tables to meet National
requirements through 1985. 1In this regard, last year OTP
completed an analysis of the Government's projected needs
between 100 and 1215 MHz to the 1985 time frame. As a result,
it was foreseen that the Government's increasing commun: :ations-
electronics requirements n 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. =« P informed the FCC of
its recommendations and joint discussions are still underway
on this matter.

One new effort, commenced in 1973 and continuing,
is to determine 1 lether or not the analytical methods of
demand forecasting can be used for projecting spectrum
requirements. Such pro sctions would be based upon forecasted
sales of communication-electronic systems, and could be
useful in pre iring for World Administrative Radio Conferences.




Also, a proposed experiment was conceived in which
Government users of the frequency band 2700-2900 MHz would
"Jease" spectrum space. Economists have expressed the
opinion that introduction of such a concept would provide
a greater incentive to more efficient spectrum use. The
concept is currently under study by both GAO and OMB to
assess its feasibility and to determine whether legislation
is necessary prior to undertaking the experiment.

B. Assignment of Frequencies

In 1973 OTP processed approximately 50,000 frequency
assignment actions involving U.S. Government radio stations;
developed procedures and accumulated data necessary to permit
implementation of a reporting system for on-the-air use of
frequency bands between 30 and 420 MHz; prepared the U.S.
position for a new frequency assignment plan for oceanographic
and ocean data transmission for promulgation by the Interna-
tional Oceanographic Commission and the World Meteorological
Organization; completed the first five-year program to review
and revalidate all frequency assignments to Government rad >
stations; and commenced development of a ten-year plan for
spectrum needs for fixed radars. The need for this program

was precipitated mainly by an indication of increased radar
use for air traffic control purposes.

Of particular significance in 1973, OTP completed its
efforts to develop and implement the first measurement and
~monitoring capahllity for directly measuring the Government's
use of the radio spectrum. Together with the recently
inaugurated usage reporting system required by a 1 Government
users, this monitoring capability should enable more

efficient management of the spectrum and provide a broader

data base on which to forecast spectrum demand.

Also, in October 1973, OTP issued a preliminary
report on VHF television broadcasting frequency assignment
criteria which has been submitted to the FCC for consideration.

The report concluded that existing separation
criteria are conservative and there is sufficient evidence to
indicate that, with the application of currently available
technical measures, a substantial number of additional VHF
television broadcasting channels could be assigned in the
major 100 markets in the United States, without adversely
affecting those already operating in accordance with
current FCC rules. Accordingly, the report recommended
that the current FCC Television Assignment Criteria should be
reviewed and revised, taking into account the current state
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to oversee the five year "Program Assessment of Biological
Hazards of Non-Ionizing Electromagnetic Radiation," which
formally c¢ menced in FY 1974. The program is a coordinated
multi-agency effort involving surveillance, testing, and
research to determine the potential hazards to man and his
environment from non-ionizing electromagnetic radiations.

It examines the potential biological impact of other non-
ionizing radiations and also will continue to investigate
the problems, requirements and activities related to possible
nonbiological side effects of electromagnetic energy, e.g9.,
the effects on electronic systems, devices, components,

and materials.

: During 1973, primary emphasis was placed on imple-
mentation and development of procedures to ensure coordination
in assessing the biological effects of non-ionizing electro-
magnetic radiations. The bic ogical effects of other types
of non-ionizing radiations, such as lasers and ultrasonics,
were also considered. These studies will continue in 1974.
 The second annual progress report will be released within
the first quarter of the year.

F. Spectrum Management Advisors

Three advisory bodies assist OTP in conducting
spectrum management activities:

1. Interdepartment Radio Advisory Committee --
composed of represent tives of 16 Government agencies having
major communication-electronic operations, plus a liaison
representative from the Federal Communications Commission.
The Committee met 23 times in FY 1973 and developed recom-
mendations to OTP on numerous policy issues related to
spectrum management. The associated subcommittees (Frequency
Assignment, Spectrum Planning, and Technical) provide
extensive support and inputs.

2. Freguency Management Advisory Council --
comprised of recognized authorities from industry, universities,
and research organizations. The Council met four times in
FY 1973 to overview Government spectri -related activities
and provide recommendations to OTP.

3. Electromagnetic Radiation Management Advisory
Council -- comprised of experts in the fields of electrical
en iLneering, biological research, and : :dicine. This body
met five times in FY 1973 to overview Government activities
as regards possible biological effects of non-ionizing (radio)
radiations and provide recommendatic s and suggested courses
of action to OTP in its role of Government-wide program

coordinator in this field.
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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 resu t im 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 implementatiom; 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 mavailable to the
American public in a more efficient and effective manner.

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.




























It was also recommended that another portion of the
spectrum be allocated to telephone common carriers for the
provision of rate-regulated mobile telephone service and
ancillary dispatch service as an extension of the regulated
telephone service. Further, in order to provide economic
incentive for .efficient spectrum use, OTP suggested that the
Commission adopt a license fee schedule to reflect the scarcity
value of the spectrum.

OTP is continuing its study of the potential uses of
mobile communications and methods to improve spectrum efficiency;
evaluating regulatory proceedings regarding "pseudo common
carriers" and assessing the likely impacts of these pro-
ceedings on the competitive features of the policy on land
mobile radio; and examining the likely effects of cross-
elasticities of demand for new land mobile services on
existing services.

D. Data Communications

Regulatory actions, coupled with rapid advances in
computer-communications technology, haves raised the potential

for significant new offerings of data processing and data
communication services.

In recent years, the computer and communications
idustries have come to intersect in several important areas.
The use of computers in communications has enabled, or made
considerably less costly, new modes of transmission, switching ,
network design, and system administration. Conversely, the
use of communications with computers has increased the sharing
of data-processing resources and the pooling of information
banks. As a result, the remote access to computers has opened

up new opportunities in the areas of kwsiness, education, and
social services, to name only a few.

At the same time, the FCC has taken steps to inject
competition into the communications marketplace. It has
authorized the entry of new types of “value-added" vendors
to institute and operate communications networks providing
terminal-to-computer and computer-to-computer communications
utilizing technology known as "packet switching." These new
entrants are relying in large part on capturing a significant
portion of the rapidly expanding arket for data communications.
The market has not been defined adequately and the probability
of successful entry together with the potential for adverse
impact on existing carriers has not been determined sufficiently.
OTP has initiated studies that will address these concerns.
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commercial satellite, and NASA is now planning for commercial

ownership of satellites to provide tracking and data relay
communications.

Other activities begun in earlier years led to
concrete results during 1973. 1In 1972, OTP determined that
there would be no clear advantage to the consolidation of the
two largest telephone networks in the Federal Government:
the military's AUTOVON and GSA's Federal Telecommunications
Systems. Rather, OTP requested the Defense Department to
pursue studies and a joint field test with GSA to deter ine
the least costly means for Defense activities to make long

~distance calls to locations not served by AUTOVON. 1In

December 1973 the Defense Department forwarded the resu ts

of the DOD/GSA study and field test. To reduce toll charges,
DOD has indicated now that it will allow each Defense installa-
tion to use the FTS wherever it would save money to do so.
Previously, the use of the FTS by any military activity had

to be approved by the Office of the Secretary of Defense.

These steps opened the way for optimum use of the FTS by

all Government agencies, based on its cost and performance
characteristics.

In October 1972, the Office of Management and Budget
asked OTP to lead an interagency evalwation of the audio-
visual communications activities of the Federal Government.
This effort was undertaken, in part, in response to charges by
Congressman Barry Goldwater, Jr. that the Federal Government
was producing too many motion pictures in-house and that there
was incompatibility and duplication among the audio-visual
facilities and products of Federal departments and agenci 3.
There were also reports in the press that the Government was
the nation's largest film- aker and was spending over four
hundred million dol*3irs a year producing motion picture films.

The study investigated in =some detail the different
types of audio-visual activities in which Federal agencies
engaged. It found that government film-making was a relatively
small percentage of all Federal Govermment audio-visual
acitivities. The study also found that while two-thirds of
the Government's film production durimg 1972 was performed
under contract, some Federal agencies still retain extensive,
under-utilized in-house film productiwem facilities, in
apparent conflict with Federal policy established by the
Office of Management and Budget in Circular A-76.

OTP also initiated action in a related area at the
request of Congressman Torbert Macdonald. The action arose
from a study by the General Accounting Office which showed
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telephone companies for use as a universal emergency number
for several years. However, local governments must make
provisions to receive such calls and refer them to the
appropriate agency for action. Local governments have been
slow to make these arrangements, for several reasons: (1)
disagreements among police, fire, and other emergency
agencies over answering arrangements, (2) belief that the
cost to the local government would be very high, (3)
uncertainty about how to cope with telepone service areas
which cut across local government boundaries, or (4) waiting
to see if the Federal Government is going to pay the costs
for such systems.

To get the implementation of 911 moving, OTP
concluded that it was essential to do two things: (1) dispel
doubts about the feasibility and cost of 911 service which
are due to misinformation or ignorance, and (2) clarify
the Federal Government's own role in planning and funding
local 911 systems. To accomplish the first, OTP funded a
comprehensive study of the experience of present users of
911 service. The study resulted in a handbook specially
designed for State and local officials answering many
of the questions which typically arise when 911 service is
considered. To accomplish the second, OTP has developed a
national policy governing the federal govermment's role
with respect to 911 service. The policy states that the
Federal Government will encourage nationwide implementation
of 911, but will not fund the costs of operating 911
systems. It encourages cooperation a » neighboring
jurisdictions so that the relatively inexpensive basic 91
service can be used, in preference to demanding very costly
services from the telephone co janies to automatically
divert every call to the proper answering point.

To provide an additional source of contint ng
information for local governments comsidering 911 service,

OTP has arranged for a 911 Information Center to be established
in the Department of Commerce.

During 1974, OTP will seek to identify other tele-
communications issues which, like 911, involve responsibilities
of State and local officials but have national i pac.. We
are receiving assistance in this effort f£rom the Interna-
tional Association of Chiefs of Polire and the Associated
Public Safety Communications Officers.



