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846 Federal Comuinications Commission Reports

may produce in the domestic field remains to be demonstrated. The
Tnited States has a well-developed and rapidly expanding complex
of terrestrial facilities, and advances in terrestrial technology and
operations can be expected to continue the present trend toward re-
duced transmission costs and more eflicient services. Although point-
ing to some inereased operational flexibility in the routing of its traflic,
the predominant terrestrial carrier, ATET, disclaims that the satellite
technology presently offers any cost suvings or other marked advan-
tages over terrestrial facilities in the provision of the switched services
that constitute the bulk of its traflic. message toll telephone (M1'T)
and wide area telephone service (WATS). At the same time, there is
an uncertalnty, that can only be resolved by actual operating expert-
ence, as to whether the time delay inherent in voice comniunicat ions
via synchronous satellites will provide an aceeptable quality of service
to the general public when domestic telephone traflic is routed Indis
criminately and on a large seale basis via satellite and terrestrial
facilities. _
G. Although the satellite technology appears to have great promise
of immediate public benefit in the specialized communications market,
here too there are uncertainties as to how effectively and readily satel.
lite services ean develop or penctrate that market. Thus, in the area of
point-to-muitipoint transnussion, the commereial broadcast net Worha
areas vet undeceided as to whether to use this technology in whole or iy
part. We do have a concrete proposal for a CATV network from
ITughes, expressions of interest by public broadeasting and other edu-
cational entities, and the possibility of interest by independent suj.
plicrs of program materinl to ( ATV and broadeast outlets. Morcover,
several system applicants, in addition to seeking to attract progus
transmission business, have premised their proposals on the sale of
other speetalized services—in part as a complement to existing orljnm-
posed terrestrial offerings, but in the main with the expectation of ¢x.
panding existing special service markets and developing new markets
To be sure, the applications generally do not identify specific services
that are new or innovative. However, in our judgment, the uncertain.
ties as to the nature and scope of the special markets and innovative
services that might he stimulated will only be resolved by the experience
with operational facilities,
©. Under the ciccumstances, we will he guided by the following
objectives n formulating the policies to govern our licensing and
reculation of the construction and use of satellite systems for domestie
communications purposes, namely o
() tomaximize the opportunities for the early acquisition of
techuieal, operational, and marketine data and experience in the
use of this technolory as 2 new communications resource for il
tvpes of services; ) o
(hY to afford & reasonable opportunity for multiple entities to
demonstrate how any operational and ‘economic characteri-tics
peculiar to the satellite technology can be used to provide exist.
mg and new specialized services more cconomically and efficient!y
than can be done by tervestrial facilities:

35 F.C.C. 24
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(¢) to facilitate the efficient development of this new resource
by removing or neutralizing existing institutional restraints or
inhibitions; and

(d) to retain leeway and flexibility in our policy making witl
respect to the use of satellite technology for domestic communica- |
tions so as to make such adjustments therein as future experience
and circumstances may dictate. ‘

8. We are further of the view that multiple entry is most likely
to produce a fruitful demonstration of the extent to which the satel-
lite teehnology may be used to provide existing and new specialized”
scrvices more economically and efliciently than can be done by terres-
trinl facilities. Though specialized services constitute a relatively
small percentage of AT&T's total traflic, it is presently the predom-
mant terrestrial supplier of specialized services. There is some exist-
mg and potential competition from Western Union and any new spe-
cialized carriers authorized pursuant to the Commission’s decision in
Specialized Common Carrier Services (29 IFCC 2d 870). But the capac-
ity of their terrestrial facilities is small compared to those of AT&T
or the high capacity facilities proposed by the satellite system appli-
ants® The presence of competitive sources of supply of specialized |
wrvices, both among satellite system licensees and between satellite and
terrestrial systems, should encourage service and technieal innovation
and provide an impetus for cfforts to minimize costs and charges to the
public. )

1 Of course, the incentive for competitive entry by financially re-
“ponsible sutellite system entreprenenrs to develop specialized markets:
must be meaningful and not just token. This requires that we take ap-
Propriate measures toward the end that a reasonable opportunity for
vliiective entry is not defeated or weakened by AT&T, erther directly
or through its existing or future relationships with Comsat. In this
reeard, we cannot ignore the effects upon achievement of our objectives
that might result from AT&T’s existing economic strength :mg{ domi-
mance stemming from its multi-billion dollar terrestrial investments
and operations and its permeating presence and influence in all domes-
tie communications markets. Nor can we 1gnore the ability of AT&T—
an ability not possessed by other applicants—to load a high capacity
satellite system with MTT and WATS traflic and thereby control the
cost of specialized services furnished via that system. Other applicants,
lacking a similar initial traflic nucleus, would be operating—at least
mitially—with lightly loaded, costly facilitics until such time as they '
might succeed in reducing their unit costs by a substantial specialized"
traftie fill.

10. In addition, where AT&T combines its monopoly and competi-
tve services on the same facilities, it is diflicult to identify AT&T’s rele-
vant costs assoclated with specialized services to insure that revenues
from the monopoly services are not being used to subsidize any part
of its competitive services. Thus, if AT&T wore permitted unrestricted
use of satellites for both monepoly and specialized services, this might
abscure any meaningful comparison of operating costs between satel-
lite and terrestrial facilities for the provision of speeialized services as

|

*The Commission has also autborized terrestrial facllitfes to various miscellaneous
varriers providing program transmlission service to CATV systems and broadcasters,

35 P.C.C. 24
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well as curtail any realistic opportunity for entry by others to serve the
specialized markets via satellite. _ ) »

L. We recognize that the problem of cross-subsidy now exists with,
respect to the establisliment of rates and identification of relevant costa
for specialized services furnished by AT&T terrestrially. IToweuer,
this longstanding problem would be exacerbated by permitting the
troublesome monopoly and competitive service combinations to b
carried over into this new arena. Moreover, the cross-subsidy aspect is
only part of the deterrent to a reasonable opportunity for competitive
satellite entry in the spectalized field and, even if resolved, would not
overcome ATET s unique advantage of being able to control satellit.
cirenit costs by the extent to which it ehooses to load the hioh capacity
satellite facilitios with telephone traflic while the specialized field 1a
being developed.s»

I2. Aol the foregoing factors and concerns with reshect to T8,
m our judgment, might well rosult in discouraging or deterring others
from attempting to penetrate the markets for specialized services, As
Turther consequence, AT&Ts dominance in the connnunications fichl
would be extended rather than lessened in the domestic area. This
would derogate from our policy of seeking to promote an environment
i which new suppliers of comnnmications soryices would have a hana
fide opportunity for competitive entry. This policy was the basis for
our decision in the Specialized Common Carricr Nerevices procecding
(29 I'CC 2d 870). While this policy explicitly accommodatoes an opps
tunity for AT&T and other existing carriers to compete “lully and
Fately™ with new entrants, it does not preclude the Commission from
taking reasonable measires to assure that competitive entry would he o
meaning(ul reality in the high capacity satellite field. Paragraph 104 of
the Specialized Carrier dedision states: “We {urlhor stress that om
policy determination as to new specialized carrier entry terrestrially,
does not allord any measure of protection against domestic connnunicn-
tions satellite entry or ot herwise prejudge our determination in Docket
No. 16495 as to what course would Dest gerve f o public interest in the
domesticsatellite field” (29 FOC 24 at 920).

3. The same considerations lead us to conelude that the achieye.
ment of our ebjectives would he prejudiced by authorizing the Comsat
AT&T proposal based on their contractual arrangement. First, sipee
ATET isa principal source of the domestic sermvieo revenue that. Consat
would seek to obtain, it is not. realistic to expect Consat to compiete
vigorously in the provision of specialized services on an end-to-end or
“retail” basis and thereby challenge AT&T’s terrestrial domination in
this ficld. Secondly, if Comsat should proceed in the dual capacitics
proposed in its two pending svstem applications, the revenues (lhat
would be guaranteed to Comsat, from the ATE&ET contractual arrang..
ment. would give it an extraordinary advantage and head start over
all other potential domestic satellite entrants secking to develop special-
1zed services in competition with Comsat as well as with ATET s

= We recognize that AT&T, in its offerings of specialized services, may not, for rate
purpoeses, distinguish between specialized services provided vin satellite on the one hand,
and terrestrial facilitles on the other hand, and thus somewhat alleviate the competitfve
problem. However, we belleve that it will from a regulatory standpoint complicate n dentnt.

tive comparison between the relative cost and other advantages of satellite and terrestrial
facilites in serving the competitive market for specialized services.

35 F.C.C. 24
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tervestrial services, Tf Comsat were @iven the option of serving \'T&T
solely and aecepted ity such a conrse would unnecessarily deprive others
of the benefit of Comsat’s expertise in the communications satellite
el If Comsat were to eleet. to serve only entitics other than -\'l‘&Tl
s expertise and facilities would ho available to the public and carviers
other than AT&T. But. if Comsat. is to be anthorized to provide satel-
lite services to AT&T, it should operate exclusively as a carrier's eap-
Her—not engaged in retailing commumieat lons serviees to the publie—
wnd provide such service under atarul offering which would aflord an’
cpportumity for other carriers to hayve non-diseriminatory access to
the same system, . .

L Finally, onr considerat lon of the conditions under w hich AT&T
andd (‘mn.\':'lt. should he permitted to enter the domestic satellite field”
1 Ill‘(‘l‘*ﬁ:ll'l.l‘\' aflected by A& ownership of 29 pereent of Clomsat's
stock and s ability to elect three of the 15 Comsat. directors, Suel
ownership wag contemplated and encouraced by the Congress in enyet-
g the (.‘.(n.llmunic:ltinns Satellite Aet of 1962 (see Sect in; SO0E(D) (2))
Fhus, this is not o matter over which Comsat Las any control. Ho\\'od\'m"
that Act, which was fornmmlated to meet the nation’s policies and ol
Jretives with respect. to the enrliest possible establishment of olohal
comninications satellite system, does not. preclude authorized ear- |
rers from voluntarily disposing of their shares of Comsat. stock.® Al
!)f:‘!‘]!l: major carriers who originally owned Comsat. stocl except
ATET, have since divested theip interests. While the ]):H'[it‘il);lfi()n of
experienced carriers had a useful Tunction when Comsat was newly
areamized an oinine commmmicntions experience, this n-l:nfi(mshii)
WIS veassessiment in light of cirent conditions,

L Aside from e fovegoing hasie considerations of fairness and
Ly we reaflivin the staqr reconendation in favor of multiple
entry, In this connection it is important also to take coonizance of the
fact that the itial implementation of domestic sarellites does not
confront ws with a normal o rontine situation, Sone (l(~1):11‘f1ﬂ‘u~< [rom
conventional standards may he requived if the nublie 1S (0 rv:x?iw- the
potential I.nc-mjliH. of this higl) capacit v !(‘t';ll;()]“‘_f\’ and we are to
]'III'.SN(‘..()HI" :)h'_;w-l e ol competitive entry. This ju true not only iy the
}EIS.U of ‘:\l& . but also for othep applicants heeaunse of different
W t.m..ﬂ.. .]' or example, as the stafy pomts ont, the capacity proposed by
nost .\_\.\(l‘ll'] apphicants substantially exeeeds Che treallic undoey their
control or firm customey- commitments. They o relving primarily on
speeulative husiness whiel, they hope will materialize aftor the facil-
ties hecome operational, We must, of course, malke the requisite H‘t"'lhl-
tory ﬁndmgs as to an applicant’s finaneiy) quadification and ability 1o
nx‘uplvnnjnr 15 proposal, and we ean require a reasonable showin e that
tiere will be no adverse Impact on rates or services to enstoners <‘>i:
crler applicants now engnged in providing essential conmumicat ions
“rvices to the public. But if we adhere too strictly to conventional
.\g:mrl:u'ds'm this unconventional situation, sueli as requirine o [)1‘1'~11:1-
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