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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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848 Federal Comununications Commission Leeports

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

Domestic Comanunications-Satellite Iacilities

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-
sive showing by new entrants that. competition is reasonably foasible
nld that the anticipated market can cconomically suppor it.\"pru[)};.\'«-<[

*lndeed, in 1969 Congress amende 3
Sl L in 19 SONZIess gy ed the 1962 Acg o provide for fewer comn arrie
l'-“;lk'.“7‘:;'.{')‘“,3'.'13\_12 ll'lri']\lurli'un to their decrease in stock ownership ;11‘ Cl(l"llllllmrl'l“({;:
. 3). 3 oscliedule contemplytes that the pereentage of common carrier s[ocll

vwnershp may fq]] below elgl
ay fr 1413 ¥ SUERY
decten] by common earriers, WSk perernt; n Wifeh “greut there would be o St
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facilities, most such new applicants may in effect be denied any oppor-
tunity to demonstrate the merits of their proposals at their own risk
and without potential dangers to existing services—thereby depriving
the public of the potential benefits to be derived from diverse up-
proaches by multiple entrants. It is our judgment that the potential
benefits to the public warrant the application of rules and policies
which will afford a reasonable opportunity for domestic satellite facil-
ities to be established initially on a competitive basis. It is also neces-
sary to retain flexibility to alter our mitial determinations in the
light of evolving circumstances.

III. DETERMINATIONS ON TIIE ISSUES
A, Nwinberof systems to be authorized initially

16. In light of the foregoing policy objectives, we have concluded
that the plﬁ)lic interest would be best served at this initial stage by
affording a reasonable opportunity for entry by qualified applicants,
both pending and new, subject to the showings and conditions deseribd
below which we believe to be necessary to implement our objectives
and to protect the public. We have reached this decision after con-
sideration of the various alternatives discussed in the stafl’ recom-
mendation (paragraphs 45-78) and the views expressed by the parties

17. Like the stafl and most parties, we think it unwise to attemys
to scleet or prescribe one system (either a consortium of all the appli-
cants or selection of one applicant) or to choose one or more systems
through comparative hearings. In addition to the reasons given by the
stafl (staff recommendation, paragraphs 30-61), which we adopt,
such a course would not promote our policy objectives discussed above.
However, we are not accepting the alternative recommended by the
staff (paragraphs 71-78) of requiring or encouraging consolidations
of applicants along guidelines prescribed by the Commission. While
we recognize that there may well be advantages to and need for
voluntary consolidations or sharing arrangements (such as “Jaunch
risk pools”) undertaken at the applicants™ initiative as a matter of
prudent business judgment, we do not deem it advisable to structure
the architecture of any joint spuace segment operations. Rather, we
will permit and encourage such arrangements so long as they are con-
sistent with the policy conditions set forth herein. Accordingly, we will
accord the system applicants a 30-day period within which to apprise
the Commission as to whether they intend to pursue their pending
applications, as modified to achieve compliance with this Second
Report and O rder, or whether they desire further time to reframe theie
proposals.

18. Our decision in favor of multiple entry does not mean that we
have opted for a policy of “unlimited or unrestricted open entry.”
Our aim, as outlined above, is to afford qualified applicants a reason-
able opportunity to demonstrate the public advantages in use of the
satellite technology as a means of communications. But such entry
cannot be “open™ in the scnse that it is without any restrictions or
limitations. Pursuant to statute we must require showings of financial,
technical and other qualification and make the requisite finding that
a grant of the particular proposal will serve the public interest, con-
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rentence and necessity. Although, as discussed in paragraph 15 above,
¢ 1s our mtention to make such determinations with due regard for
the unique circumstances involved here, each applicant must make a
sulictent showing of potential public benefit to justify the assignment
of orbital locations and frequencies. Moreover, we believe it necessary
timpose certain conditions to protect the public from possible detr1-
zent and to further the implementation of our policy objectives, In
wdition to the conditions discussed helow, we will require a reason-
ible showing by any common carrier applicant now engaged in pro-
siding essential communications services that revenue requirements
rluted to the proposed domestic satellite venture will not be a burden
or detriment to customers for such essential services.

B. Conditions on system ap plicants on policy grounds

19. Insofar as the staff recommends that none of the pending appli-

ants should be disqualified on the basis of the information now before
&, we are generally in agreement with the stafl’s position and much
of its reasoning (stafl recommendation, paragraphs 8§2-119).* How-
erer, we will address the question of what policy conditions and/or
turther showings will be required in the case of particular applicants.

2. As indicated above, realization of our policy objectives herein

nquires that we take appropriate measures toward the end that those

; \d?cclives are not frustrated by any applicant, particularly in the eriti-

al threshold stage when others are attempting to become established.
Because of the complexities and uncertainties associated with this
matter, the question of what kind of measures to adopt confronts us
vith some diflicult decisions. We have examined a number of altern-
tves and permutations. While none appears completely satisfactorv in
il respects to the entire Comimission and there are conflicting consid-
ertions, 1t 1s our best collective judgment that the following course of
wtion constitutes the most reasonable and appropriate accommoda-
ton we can achieve in the present circumstances.

L ATET and Comsat

21. In essence, we have concluded that AT&T should be afforded
weess to the satellite technology to determine its feasibility as an effi-
aent and economic means of providing AT&T's basic switched tele-
phone services, as well as to explore potential use of the 18 and 30
Gllz frequencies. Because of the concerns expressed in our policy
satement (paragraphs 9-13 above), we will limit AT&Ts initial use
of domestic satellites to M'I'T, W ATS, AUTOVON, emergency resto-
aton in the event of terrestrial outage (pursuant to a restoral plan
proposed to and approved by the Commission, and regardless of the
srvices involved), and—if found necessary in light of the considera-
tons discussed in paragraphs 35-41 below—any other services in the
ase of Alaska, Hawaii and Puerto Rico-Virgin Islands. However, the
Commission will entertain a petition by AT&T for authority to pro-
vide additional services within the contignons states at the earliest of

¢ We will defer resolution of what domestic satellite services Western Unfon may provide
& Hawall under Section 222 of the Act pending a determination on the peuding ‘Ap[xpllcu-
Sa for Review' of the staff's action in rejecting Western Unton's application for authority
G lase facilities. to provide Matlgram service between Hawall and the malnland. A
Cemmission decision on that application for review will be forthcoming shortly,
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the following occurrences: (a) when domestic satellite livqnsm-s -
thorized to ofler specialized conmmon carrier services have achieved sub-
stantial utilization of their =atellite capacity; or (h) in any cvent,
three vears after the commencement of domestic satellite operat tons by
AT&T. Upon such petition, we will re-examine this mitial Thnitation
to determine whether it is still warranted or should be modified or d
leted in light of the circiumstances then pertaining, including such rel
vant factors as the impact on the current competitive situation and any
resolution of the eross-subsidy problem.

22, We have further concluded that it would he contrary to e
public interest. and the realization of our policy ohjectives to auttio
1ze the Comsat/AT&T proposals based on their contractual s
mento m heht of the considerations st forth in our policy statenent
(paragraphs 13-14 above). Ifor those services it is :l,ll”)f)l‘ix(‘(l'i() e
vide via domestic satellite (see paragraph 21 above), AT&T will have
the option of applying for authority to own and operate satellite fuel-
ities or of leasing transponders under tarifl from Cmns:l@ orany ather
carrier who elects to proceed solely as a carriers earrier under the
sanne conditions speeified helow as to Comsat.®

25, 11 Comsat eleets to serve A'TET. then it will e required s (a0 1o
operate solely asa carrier’s carrvier: (h) to lease l'r:mspnmh-rs't() NTXT
under the smne tavifl’ terms applicable to other earriers leasing trans
ponders: (¢) to permit AT&T and other earriers to have aceess ta
their leased transponders throueh their own earth stations, where ..
sired and anthorized hy the Commission: and () to comply with a
formnla, to be preseribed by further order of the Connmission. coneern
e the maximum percentage of svstem capacity that can he leased to
any one carrier (see paragraph 25 below). Sueh operation as a carrier's
carrier may inelude the provision of carth «tation aeilitios by Connsat
where desired by earviers leasine transponders and warranted hy the
existine or pot(:mi:ﬂ volume of their traflic. 11, on the other hiand.,
Comesnt eleets to serve only entities other than ATET, then Comsat
nay, pursnant. taritls, olfer end-to-end service, lease transponders ta
carriers other than A'T&T, and offer other serviees as proposed in its
application for a mlti-purpose svstem (stafl vecommendation,
paracraph 22). . . .

24 We see no compelling veason of public policy for precluding
ATET from Teasing satellite transponders inder tavifl from a en rriet s
carricr Tor its authorized domestic satellite services <o long as the
whaolesale carrier vetains adequate capacity to meet. the requirements of
other carviers desiving to lease transponders. Since the wholesale car.
rier wonld not be eneaced in retatling specialized commumicition.
serviees to the publiey the Tease of transponders to ATET would ne
deter competitive entry by others to serve the specialized markets,
Maoreover, <such an arraneement would afford an opportunity for aceess
to the satellite technology by vetail carviers who Inel sallicient existing
or potential traflic to warrant the investment. recquived for ownership
of spuace seement. facilities, Further, a wholesale earrior commmencing

SNince we decline to authorize facilities to implement the Comsat/AT&T contracteal
arrangement, we will not require AT&T to show that the costs of leasing satellite capaciry
from Cowsat under tariff are no greater than obtaining cquivalent facillties by other
available means, such as ownership or leasing under tarif from auolhier satellfte carrgee
(=ee xtaff recommendation, paragraph 79).
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gerntions under the incentive of AT&T's available husiness would
wve an opportunity to develop business from other carriers, and to
that extent would be less aflected if A'T&T should elect in the future
wapply for authority to own and operate space seement facilities.

2. While we believe it necessary to limit the percentage of the
face seament capacity of the wholesale carrier that could be pre-
aipted by AT&T under tariff in order to reserve adequate capacity
for use by other carriers, we are not now in a position to devise a for-
sala. On the one hand, there is the consideration that AT&T initially
b the ability to occupy a laree number of transponders and therehy
aild pre-empt much of the capacity of any system, whereas the capac-
v available for other carviers may be utilized in aradually inereasing
sonnts. On the other hand, in view of the relatively short life of the
wtellites, the wholesale carrier shonld not be saddled with substantial
slle capacity which AT&T might otherwise lease, particularly after
Aber cavriers have had a réasonable time to take advantage of the
sholesale tarifl offering. Accordingly, if AT&T elects (o lonse trans-
ponders under tariff from Comsat (or any other wholesale carrier)
wd the Iatter eleets to procoed solely as a carrier’s carvier by serving
ALETs requirements, we will require that such wholesale carrier sub-
wit, for Commission review, an appropriate formula by which it will
sllocate its space seement. capacity for \'T&T"s use and the use of
Aher carviers. Upon consideration of such allocation, the Commission

il approve or preseribe a formula prior to the authorization of

factlities,s

26 Comsat will be requived to form a separate corporate snbsidiary
Wengaee in any domestic satollite venture, whether it eleets to pursne
3 milti-purpose svstem proposal or fo operate solely as a wholesale
rpplier of satellite facilities to AT&T and other carriers. While
Comsat’s comments filed on April 19, 1972 do not. object to paragraph
16 of .the staff recommendation, we will not, Impose any prior con-
traints as to how sueh domoestie subsidiary is to be structured or
fnanced. This is an appropriate area for the exercise of Comsat's own
pulmment in the first instance, subject to nltimate Commission approval
sfits proposal. Tn the event. that Comsat cleets to proceed other than as
saurier’s earrvier, it will be prohibited from owning or operating
domestic satellite  facilitios af any overseas  point  served |y
INTELSAT facilities (stafy recommendation, paraeraph 11:4). "

(1t

2 The stafl has expressed various concerns about GTIS proposal
tprovide interstate MTT sopvice via =atellite facilities forr which it
=k anthorization (stan recommendation, paragraphs 97-99). In en-
caraging multiple entry and the development of competition in the
spply of domestic communieat 1ons, we have maintained a distinetion
fetween the so-called monopoly switched telephone services now heinge
farnished by AT&T and all ofther classes of existing and potential S])(:
aalized services. We have made this distinction not for the purpose
af protecting any established position that A T&T occupies in the MT'T

‘Ol course, as ATET from time to time proposes to take up additional capaecity pursuar
Dothat approved formula, AT&T will be required to obtain nppmprlntz nuih}Jrlz'ntilo)tE
Becfor pursuant to Seetfon 214 of the Communications Act.
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field. Rather. it has been our purpose and ‘:O“CCE'".{Ol {n\(}tf‘% ;]Ll]e\]])(u(l:hi
in the availability of eflicient and cconomic SWitc Hl( bA' : (.IOS?”:”V
an interest that might well be :ul\'el'scly.:lﬂecte(1 \ u:zioen (,f: ily
fragmenting rcsponsil)ill_tv_v. for the plmm_mg(;uut] lflft‘hér n of the
facilitics required for this 111te;:1'ate(1 service. fn }](,] ot bé])(\l{(-iul
should not reject any proposal that might prove enlsx )‘l';e;tm.e henclicial
to the public simply ’)‘(‘(’_:lllSe 1t represents SO.)]“(? (telr): ].'0 e Irom the
established scheme. This is 1);1,-t15-|1lzlx-l)' true w ]f." }(,p ‘1).“(.“(.“””;
from an entity, such as GTE, which already is a 51;;111111(.11(1] '(:5 o it
in the furnishing of MTT f:wllltxes_ and services, a f]lgllr 1.‘r .s’. )I”.““;
as a carrier which originates, terminates, and swite 108 ‘u:ﬁc Ve Lun
:l); \I'I‘T traflic rather than in the provision of long lines transmission
fdf).lq].lt,"\(:.leust.'potcntiul]_\', GTI’s proposal offers .se;"er:}g 'le;éq‘rllfl;_:]:
Tt would introduce more divectly, a]thongh._]oln. a t"tn)'lijL](t()‘tl;(\  the
perspective and experience of another responsi )V(, 0]1'1 1 :‘]]i(‘h. ])o,-(\tf)f:."
ning and operation of ﬂ_w.n_nt(‘rsmtv' ‘I\Irl‘l m:t\\](){' <, '\\ d sieretolre
has heen the sole responsibility of AT&T. It con c 1)110\.1 rc lvl-z‘m.-.-“
reculatory comparison of the relative (\ﬂs('l(‘n(-wslﬂvn('\r(lf)ér,r.’l‘( ).m ;“,_\‘]
of somewhat different technologies ropn'som(‘*fl )'\\"I‘Q'i"- :1 l]),i|1.~.|;‘\-
and G'TI's proposal. Tt could also tend to '(‘hS(‘.]le T f'hnl ]0 :
and cconomie nfluence in the domestlc vom'mun1(..\_1:1‘01\]5 1( ( - -
20, Notwithstanding these potential public benefits, therc ""LI"'””()“
ber of uncertainties, not dispelled by the information ctl)'ntn]u‘w_( int n"
record before us, that must be resolved before we can ma \(\]t.]}( 1'0(1!|‘II.I':
statutory finding that GTFj’S_ proposal will _sur\'v. fh(‘ I);]t)]llf‘]][’:p(r]':l;'
\ccordingly, before determining whether this portion of the ahies

-t

G'TIE applications should be anthorized, m‘~\(\'l}](),tl;\‘q‘flre-:}pz’i‘::’-l!\]ﬁ,:{
the nature described by the Staff_(pm'n_«_'ra])}}s 98-99) (rI(‘)iL(L & what
potential benefits might be achieved by ;Ulm-d}qg G 4...:1](‘-003.'.0 5 ."
satellite technology for this purpose: whether 3ts_pmp‘0m1 ]fS u) ,(“. -.ly:d
cally justified from the Sf:llldpmrl‘lt‘f)f the publie m”totnnf:% 0 S(\';t.\h:l.wm
prospective fill; the effect on GTE's present v‘(‘m}tm.(.? s 0; f( (e
with AT&T: GTIDs plans for h:l_nf”ﬂ\g traflic in (dS(f‘O‘.]‘(;l'] [ ]‘.,\X
outaces or catastrophie failure of its satellite system ‘ll(.] !‘rl(“b. : ) .
the costs of such facilitics would be treated for 'af(]l.-lln.a- (11{,}(:11,:(”1.\(“
counting purposes; and the kinds of data it will ;::;!f. nz .11}(. "} e
the Conmnission to assist our evaluation of the oflic it n(‘_\‘ l.u‘ L
omy ol any authorvized operations ('mnpurvd_ to _('(.)x[t|llfll(/,\(1‘<@l(‘ it
relianee on the interstate switched telephone tfl_m]xgu-,_s 0 ; R\ L
500 In the event that we determine after mnsulvmh!o]r} o Stlt(;pq} o
mngs that the proposal. on balance, would serve t%.lo'pl‘l lic ”tlh(é mN "
authorization to GTIE would be limited initially, ‘lS‘ 1{} A f.mmd
ATET. to the provision ()}" MTT SO]W!CCH(p]“\So(r)ntth:]nr'i({‘:';‘c](;sis t ound
ceessary, in the case of ITawaii only in he event that ST
i]:I/.(-(l to serve that State (see paragraph 39 IO l];u.l.ol\_\‘).)'. t((; en,m\l\':z‘u:;!
alzo be required to form a separate corporate subsidiary oage in

such operations.

g, Other system applicants . _
A1 We will further require that any other terrestrial common ear-
. e 1 113 . I QY.

rier, who 1s authorized a domestic satellite system, shall offer its H-’T(‘L!

ices in accordance with tariff schedules filed pursuant to Section 2
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of the Communications Act and the Commission’s applicable rules
and regulations. Where the terrestrial carrier seeks to provide services
und facilities to other carriers (i.c., as a carrier’s carrier), the offer-
ing of such wholesale services—whether for transponder access alone
or for satellite system service including earth station access—shall be
pursuant to a tarifl setting forth all térms and conditions relating to
crch class of offering.? If, in addition. the earrier intends to provide
end-to-end services, the retail offering shall be covered by appropriate
taritls. In order to assure the mininum intermingling of costs and
revenues between the wholesale and retail operations, we will require
the carrier to maintain its accounts In such a fashion as to 1dentifyt
cearly the costs and revenues related to cach. The prescription of
specifie accounting rules by the Commission will be given consideration
when we have a elearer picture of the structure of this industry and its
operation. We consider these neasures to he essential, as a minimuny,
toinsure that other carriets leasing transponder or satellite system fu-
cilities ave not burdened with any portion of the revenne requirements
applicable to the sup lying carrier’s retail offerings.

320 Finally, we :1({opt the stafl’s proposal that any authorization to
asatellite cquipment supplier shall be conditioned upon a requirement
for the existence or ereation of a separate corporate entity to engage in,
the satellite communications operation (stafl recommendation, para-
#raph 86). Any authorization to Hughes will be upon the further con-
dition that it afford its CATV customers the option of own ing receive-
only earth stations to obtain the Hughes proaram offering and that
of any other CATYV program distributor offered by means of the
Hughes system facilitios, Iughes will also he required to submit, for
Commission approval prior to the issuance of any authorization to it.
a plan whereby other C ATV program distributors will be afforded
reasonable access to receive-only earth stations associated with its
fystem on an equitable and non-discriminatory basis, including—if
ecessary therefor—by means of access to the ITughes transmit-recoive
earth stations and space segment facilities,

C. Lurth station. OUNership, access, and interconnection

33. Our broad policy objective is to aim toward a flexible ground
environment which wonld permit a variety of earth station ownership
patterns and atford diversifiod aceess to Space seaments except, where
this is impractical. Thus, in general, we are in favor of according spe-
cal purpose users (such as commercial and non-commercial local
broadcasters. other educational users, cable systems, or local carriers)
the option of owning receive-only earth stations, Moreover, we do not
foreclose the possibility that transmit-receive earth stations could be
owned by users or independent carriers in appropriate circumstances.
However, we think it premature to attempt to specify definitive stand-
ards here as to the particular circumstances and terms and conditions
under which such user or independent carrier ownership of earth sta-
tions might. be authorized. except to the extent indicated in Section

TAs In the case of any domestic gutellfte carrler operating exclusively us g wholesale
arrer. we will require any domestic satellite sgystem lleensee operating {n part gy a
wholesnle carrfer to permit carrfer customers to have access to transponders througb
thelr own earth stations, where desired aud authorized by the Commission.

35 F.C.C. 2a
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B above. We cannot now foresee 31” possible s.itu:tlif)ns that l‘m;:l!l.
arise or all relevant public interest factors. We will be in a l)e‘tt-c} ln-,-;.
tion to make such determinations after we know what (lonu'st:,n_ my- -
lite systems will actually be established and in the c‘(mtf'.\;(.‘oi U“-z;l‘.[l‘
ering conerete applications for ]):ll‘[,.l('ll]:ll' !:11"1.]1_ st:!f lons, ”“.ls_’ 1\\ .u'c
we agree with the over-all thrust ()f. the stadl (hsvu.\,su:)n ()1});‘,&1{ l >I.Ia-
tion .()\\’n(-,rship (stall recommendation, paragraphs [ljnfl,.‘_‘),r\w o
not bind ourselves to the specific conditions proposed by the stadl (g
ticularly paragraphs 125 and 131).8 _ sminations il

20 To the extent consistent .\\'Il']l our ppllcy (lctcnnm‘l!rqn.s. as
conclusions herein, we are also in accord with the goals set forth
the stall” discussion of aceess to earth stations and 1.11t01'c0111w<:u()}1 (Sl
recommendation, paragraphs 133-142). Here again, however, w o‘.th!nl.
it advisable to retain greater flexibility. While we will require exist e
terrestrial carriers seeking domestic satellite authorizations to 'su|).|lnl
for Commission approval, prior to action on their :11){)Ixc:1t|'f|x>. n
deseription of the kinds of interconnection zll'mngmnqnts_le_\. \\nl.I
make available to other satellite systems :111(1/(.)1"ezu-t,}1 station ].!t't'{lr—
ces, we do ot expect such deseriptions to anticipate all concaivalile
situations. Moreover, we will not restrict, ATET to proposing the spe
cific bases for interconnection charges set forth in paragraph L of
the staf! recommendation. If the standard there suggested poses dii-
culties, AT&T may propose some other standard with similar ~peci-
ficity, which would accomplish our objective of assuring that all car.
riers providing retail interstate satellite services (whether or nw
afliliated with Bell System companies) have access at non-diserimina-
tory terms and conditions to local loop and inturqh:mge i:l(fl!l!!t'.\‘ as
necessary for the purpose of originating and terminating sucih inter
state services to their customers. The coverning st:u]d:n:ds \\'1].] be estah.
lished. so far as practicable, prior to the authorization of domestic
satellite faeilities rather than left primarily to subsequent newotin-
tions hetween the entities involved.

Do Vaslea, Heawaii and Pucito [lico

300 We endorse fully the stafl’ recommendation that the advent of
service via domestic satellite facilities should be accompanied by an
integration of services, and more particularly the charges for such
serviees, hotween Aliskay Tawaii and Puerto Rico and the contiznans
48 states into the domestic rate pattern. Ieretofore (‘()ll.\'_l(](‘l.';l(innw‘ of
distance, cost and traflic volumes have all combined to indicate Hhat
foreian rather than domestic rate and service patterns ﬁ]mul"[ be apple-
cable. The relatively hieh level of charges resulting from the-e
physical factors and cost considerations has imhibited the free flow ‘u(
communications between tlhe contiguous states and these points to e
disadvantage of all of our citizens, Ti is our considered view that the
public interest requires that the distinetions, particnlarly with respect
to level of charges and rate patterns, should be climinated. Asset forth
below, the advent of domestic satellite communications with their dis-

S As in the case of space scegments, we decline to stucture any ;u'r:mgrmvn_rs I'.ur ..~I|.(m..-
ownership of earth stations, but will encourage and constder voluntary proposals of tLe
applicants’ own devising.
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tance Insentitive features provides a sound economic basis for suely
conclusion. :

6. One of the principal virtues of the satellite technology applied
o domestic communications is its characteristic of deemphasizing dis-
tace as a cost factor in rate-making. With the availability of domestic
atellites for communications between the mainland and Alaska,
Hawaii and Puerto Rico, distance should dramatically diminish as an
excuse or Justification for the historie high-rate treatment that has
been accorded to these services, We are now able to look forward to
minimizing any distinctions in communi ations to such points com-r
pared to communications among the contiguous states. Thus, with the
mauguration of satellite systems to serve the domestic communica-
tions requirements of all of the United States, there will be justifica-
tion for integrating Alaska, ITawaii, and Puerto Rico into the estab-
lished rate scheme for communications services applicable to the'
mainland.

31 Acecordingly, it will be our policy to condition any domestic satel- |
hte authorization to carriers serving these points upon a requirement
that. no later than six months from the issuance of the authorization,
sich carriers shall submit. a specifie proposal for revised rates for re.
view :and approval of the Commission prior to authorization for the
commencement of service, In case of message telephone serviee (MTT)
sy such proposal shall give maximum efleet to the elimination of over-.
all distance as a major cost factor and should be designed, in specified
thne phases if necessary, to integrate these three United States points |
wtothe uniform mileaoe rate pattern that now obtaing for the contig-
wous states, with all that sueh approach implies in terms of nationwide
st averaging and equalizations for interstate rate-making pur-
poses® We recognize that there may be extraordinary teehnical or eco-
nomie factors, e.&., earth station costs and traflic loadings, that nay
warrant some deviation from this approach or justify a phased imple-.
mentation of the integrated pattern. However, the carriers involved
will be expected to demonstrate and document fully the need for such
deviation or phasing in terms of conditions that are singularly rele-
vant to the points mvolved:compared to the contiguous states, and to
present the full program with the timing of final implementation,

38 We recognize that in the case of record services, the problems
are more complex in that different enrriers provide “overseas™ and
“domestic serviees,™ Wo do not intend. at this point, to disturh this
rvice pattern. However, we o require that the carriers now provid-
g services submit within the timetable sot forth above proposals for
the integration of thejy charees for TELEX, private line and other
specialized services into the domestic pattern within the same frame-
work as set forth above, e detailed explanations in economic and
technical bases for any proposed deviation or Phasing. Should the
record carriers fail to do so, we will be required to reconsider our'
current poliey regarding record services between the contionons states
and these three points so as to assure that the policies enuneiated hore
will be implemented. To malke implementation possible, we will expect

“For example, among other things, such carriers might explore the possibility of
“atnding the last mileage step (presently 1911-3000 miles) to include these polnts, or of
adding an additional mileage step with an appropriate fncrement in rates,
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space segment and carth station licensees authorized to serve (_luw
overseas points to aflord appropriate access to such facilities to the
relevant international record carriers for the provision of domestic
services. ) ) o

39. In light of the foregoing policy detery}’n}utxon_s, we are further
of the view that AT&T should provide MTT services via domestic
satellite to these three points, in conjunction with t)hc appropriate
local carrier (c.g., Hawaiian Telephone Company, RCA ;\Iasgtxlxn_a.
If GTI's domestic satellite proposal is authorized and it is shown
that the cost of using its facilities wou!(} b(,‘ less than or upproxun:\_tv!)v
equivalent to the cost of utilizing AT&T facilities to provide such
service between ITawall and the contiguous states, then we do ot
foreclose the possibility that GTE might be the designated .cnltn._\ mn
the case of Iawail. However, the nationwide cost averaging struc }un-
and uniform mileage rate pattern should not be burdened \.\'lth costs
that are greater than necessary in order to integrate thcsg three 1}(;1‘11’(3,
or required to absorb the costs of domestic satellite system 1.:1(]1 n.u..-.
proposed by an applicant which lacks the ability to achieve a substan-
1al nitial loading. - ) _
x"l.:()],“i\tll(:ll'c())\'er, rs.?inco, our most important ol.)]cctlvg m tl]ls area Is to
minimize the distinctions that have heretofore existed in rates and
services to these points as compared to C(mlmlln.I.(::LtIOllH):lm()nj_f .t_}u-
contiguous states, we think that _;U:lskzl, qu}':m :1_nd Puerto I\i-;'
should have an opportunity to obtain other services via the same carth
station antennas and satellites that are used ‘iolr‘t.lu- provision of M1
services to these points. Thus, whether AT&T proceeds via its ()T\"lll
domestic satellite facilities or through a wholesale carrier, we will
require that the relevant licensees reserve adequate transponder ""A”‘l
earth station capacity for lease to other carriers authorized to proy ..].‘.
specialized services to these points in such manner as will not newessi
tate another carth station antenna in addition to t‘,h‘ns.'(-. used for M1
service. The same requirement will pertain to G'L'LS in the event. that
it is authorized to provide MTT service to Ilawaii by means of
domestic satellite facilitics. I'f found necessary to achieve our objective
of integrating these three points into (](')I‘IIE‘SCIC rate patterns for all
services, we will permit AT&T and/or GTE to provide services ot}u-r
than MTT to one or more of these points. We do not preclude the olfer-
ing of specialized serviees to such points by means of independent
domestic satellite facilities authorized to other licensees, so long as (’lw
public in Alaska, ITawaii and Puerto tico has the opportunity to -l:h{-c
advantage of the potential cost savings in ol)!:u11111';:"5‘[)0011111Z0(1 Serve
ices on the same satellite system facilities used for M'T'T. ) .

41. Finally. we recognize that implementation of the foregoing poli-
cies. while of benefit to \laska, would not s:'ltxsfy't‘,hut, State’s pressing
need for improved Intrastate communications. Ilmu;?Vh accommoda-
tion of that need is important and the satellite technology appears to
offer special promise toward that end, it may prove impracticable for
the Commission or the pending carrier applicants to do much to
alleviate this problem, at least in the initial generation of satellites.
We will require RCA Alascom and any other applicant proposing
earth stations in Alaska to submit a detailed plan for intrastate service.
We will also require AT&T, or any wholesale carrier serving AT&T,
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to afford access to its transponder capacity for the purpose of intra-

Alaska serviee, if desired. We will further direct our stall’ to consult
wth representatives of the State of Alaska concerning any additional
medsures we may consider, and reasonably require of the applicants
or uny douiestic satellite licensee, to assist in meeting its intrastate
msjuirements,

12 With respect to the State of Alaska’s request for a 6° separation

w4/6 Gz in that limited and valuable portion of the orbital are

shere satellites capablo of serving the 50 states can be located, in order
W fucilitate the use of small, mmexpensive earth stations, we note that
sdvances in earth station technology may shortly make it possible to
acet the performance specifications needed for 3° separations with
arth station antennas of smaller diameter than 30 feet. Morcover, we
wie the availability of 2 GITz frequencies specifically allocated by the
i1 WARC for educational and instructional television and for
demand assigned telephone services in remote areas of the State.
Finally, orbital locations for wider spaced 4/6 GIIz satellites are
vailable farther west of those than can view the 50 states, where
there is less demand for such satellite locations, Thus, it is unnecessary

t decide this matter definitively at this time. We stress, however,.

tiat we do not rule out the possibility of permitting a 6° separation,
iflater found necessary for the use of small, inexpensive earth stations

w Alaska and in the public interest. all circumstances considered. |

l'mll;,rmph_ 152a of the staff recommendation concerning orbital are
bcation assignments is otherwise adopted.

E. Terms of access by public broadcasting and other edvcational

interests

5. On this issue, we adopt the stafl analysis and conclusions (staft
nvomnendation, paragraphs 153-162). In other words, we recognize
tat there is o well-established national policy, incorporated in legisla-
ton, which encourages and makes it lawful for common carriers to
provide free or reduced rate interconnection services to public broad-
asting and other educational interosts. These statutes malke it possible
for the Commission to prescribe preferential rates for educational
entitics covered by such legislation, as well as for carriers to file tarifls
offering free or reduced rates to such entities on their own initiative,
While we will entertain specific proposals by carriers or users for the

preseription of preferential rate classifications, we presently lack suffi-

aent Information to initiatoe any requirement as to common carriers
or to enunclate any general statement of policy. IHowever, we will
expect non-carrier applicants, who have offered free access to public
Uroadeasting, to implement the proposals made in their applications.

I, Procurement

#. Finally, we adopt the staff position on the question of procure-
ment (staff recommendation, paragraphs 163-167). Thus, assuming
our authority to prescribe procurcment rules requiring competitive
bilding for domestic satellite facilities, we nevertheless conclude that
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1t is not necessary or desirable to exercise such authority in the present
- ' T H - ey 10
cirenmstances under our multiple entry policy.

1V. ORDER

44a. Authority for the policies and cquditloniu{;lo‘l)tfid;llc;'e{;xlll‘s (:;x;-
tained in Sections 1, 2, 3, 4 (1) and (_]),.‘2(‘)1,070:4,%)(‘)3.)3 Hlu(,.&_ U‘f‘(l;
218, 219, 220, 301, 303, 307-309, 310(b), 319, 396, ij ‘),(){m_( )q., of ”;
Communcations Act of 1934 :uillciqi(ﬁgcm()us 102 and 201(¢) (8) o
Jommunications Satellite Act of 1962,
C(ZII? Accordingly, 1T IS ORDERED, That: e
a. The policies and conditions set 1Q1'E})‘ hel(em, ‘aln(-\sn} | !
tions of the stafl recommendation (34 FCC 2d :))‘ as ‘111(,.0.\]#:.:,.\_\
approved or clearly consistent with the PO](!C.-IW()ES and conditions
herein, ARE ADOPTIEID, effective July 25,1972, _—
b. ILach of the applicants for domestic "0"””“,“'C“t“’i"zlf’]”‘.}:
lite systems named in paragraph 1 21[)0\"(:81’1:\ LL Al I') { }\ A
TIHIE COMMISSION on or before July 25, 1972, f‘lS.tO \)} ll‘l!‘xrr
1t intends to pursue its pending system :1])1)I}<E:Lt191153 1‘11.\\\':«)‘1 or
in_part, with such modifications as arve required to .l(,] ]'l%‘é‘-t-“mii
pliance with the policies and conditions specified in this }((-"lll‘
Report and Order: or whether it desires :1(1(1”10;1;11 ,tm]m “]l' the
purpose of reframing its proposal consistently with such policies
. ) 1t g1 o
-'“(‘-i ('l(‘)l’:((?ll(t)](())llllnni%si(m retains full jurisdiction over all aspects of
g -
s proceading: IFeperan CoararuxtearioNs COMMISSION,
Bex F. Warere, Secrctary.

3% " M - h » Y » \’
Dissexrine Starearest py Crraanryan Burernt

In this proceeding, the Commission is dvu'lin;'j with matters (l»("-‘\~
traordinary complexity and even subtlety. We are called on to estub.
lish gvound rules for an industrial technology that does not. }'“;t"“-\'f"‘l“
serve some present markets and some tl}nt arc at best. S[)(:Cll]:l’t‘l\ CH.I'I.N. :
most diflicult of all, the interrelationships between the two. The policy
decisions thus arrived at are not in the usual sense definitive: rather,
they represent “signals™ to the applicants that will cause tl.n‘(]‘,n'l to xlr-
formulate their proposals, and these in turn will almost surely ?u;(. ;
the smne as those with which the Commission is here ostensibly deal.
ing. Our objective is to engraft a new and untested technology onto :;n
existing domestic communications complex, whose characteristic prob.
lems are essentinlly independent of satellite technology per bje.l e

In approaching such a maze of unpredictables and ])ot,glltxzx pi l }.
the Commission would have heen well advised to adopt a posture ;n
“least is best™ (thus making only those decisions neccss:u-)% to 'ehlm-'tl Iu
applicants’ genuine intentions), to ,]"‘”,121 from the b{LSi:!.O_ ]11'10( "'(g]‘rllf
marketplace realities (namely, AT&T traflic), to ¢ 1scipline its

9 ak in the case of AT&T in view of
We further decline, at present, to make an'oxconUun t 2 1 A
our ||("l'1.\;l(:-“ lx':ot( to authorize the Comsat/AT&T appllications based on thelr contractual

“r&l{If;f'xl‘.»l;n“l‘:-«t{x)shleruNou of such responses, the Commisslon will issue a public notice

concerniug the procedures we wlill follow {n processing applications.
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yninst the temptation to piggyback on this already complex policy
inding its favorite regulatory schemes and hangups (for example, the
dusire to “get a handle on AT&T”), and to offer all applicants a maxi-
mumn of options (which.might well lead to the evolution of a competi- |
tive marketplace in whieh the consumer will benefit). As a general
proposition, I believe the Commission has violated every one of these
ounsels of caution.

And to whose real benefit? That is most difficult to say. For, al-
though the thread runs through the majority document that its key
findings have been made in the interest of “competition”, somewhers
slong the line the overriding purpose of the competitive marketplace
wvms to have gotten lost : namely, benefit to the consumer in the form
of better and/or cheaper goods and services than would otherwise
bo available. Instead, the Commission has gone off in pursuit of a pecu-
liar and novel form of competition—measured, so far as one can tell,
by how many satellite systems go aloft in how many “space segments”
(2 benchmark that I strongly suspect would strike the typical con-
suner as ireelevant even if he could arasp its meaning)., “Space seg-
ment” competition may, of course, translate into consumer benefit one
day. Then again it may not. It all depends—and it is here that the ma-
('nrity doctument leaves pragmatic reality behind and takes off into the
lesky of academic abstraction. For example:

(a) There is repeated reference (see in particular par. 10 and {n. 2a)

to “meaningful” and “definitive comparison” between the relative
ents “and other advantages” of satellite technology as against terres.
trial facilities in providing communications services to the publie——
most of which services are not, unique to satellite technology anyway.
Thisisused as a prinecipal rationale for 1mposing inhibitions on AT&T,
for example. T agree that such “basing point” comparisons are desir-
able. But this proceeding is no mere academic exercise, Tens of millions
of investment dollars are involved, and so are services to the consum-
ing publie—present and near-term as well as future, In my judgment,
there is an exccessive trade-off of present and near-term benefits for
mostly speculative longrange developments that, in any case, may be
1wash from the consumers’ perspective.
_(b) Other inhibitions and restrictions are rationalized (see in par-
teular pars. 9 and 11) on the ground that AT&T’s “unique advantaoe”
of being able to fill satellite apacity with existing and predictable fu-
ture traflic will inevitably produce “unfair” competition and somehow
diserve the public. T find this an ironic twist indeed—that “success” is
tohe penalized rather than rewarded and that cconomies of scale must
le foresworn as inconsistent with a theoretieal mode] of pure competi-
ton (for traflic that is mostly a eleam in some speculators’ eyes). The
Commission would have been better advised, in my view, to take ex-
sting traflic as a “aiven” and then attempt to build from there—with
sfeguards, as specified in the carlier Speeialized Common Carrier
decision, against undue dominance of these specialized markets by
cuisting carriers. This might have redounded to the Immediate hene-
it of the consuming public, available alike to AT&Ts customers and
Wwits competitors’, in the form of lowest unit costs.

(¢) The Commission majority, by contrast, st ands the usual norms of
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competition on their head. In its attempt to “structure” the marketplace
rather than permit full and fair competition between new and existing
carriers, the Commission in effect ignores its sound commitment in thw
Specialized Common Cavrier decision not to create any “protective wm
brella™ for new entrants or “any artificial holstering of operations that
cannot succeed on their own merits”. Thus, AT&T is precluded fiva
providing point-to-point private-line services via satellite—even
thoungh, as the majority acknowledges, “other applicants, lacking
aln| . . . mitial traflic nucleus, would be operating . . . with lightls
loaded, costly facilities™ All of which preswmably means that the con
sumer will have to pay artificially inflated rates for specialized serviies
duringan initial threc-year developmental period (unless by terrestial
facilities alone, wholly in line with the “full and fair™ competitine
entry formula of the carlicr decision, AT&T is able to undersell its
competitors anywav). And further. because the majorvity (lm-mn.vm 3
open-ended (sée par. 21), this initial period could be extended el [npini.
tum at the Commission’s sole diseretion. Again, there is the question
“who henefits™—except possibly the stockholders of a few specialized
carriers operating in a protected marketplace, and all in (he mah
abused name of “competition™! . o ‘

My overriding concern is not so much that this decision \\'1]]' lead to
irrational resulis as that it may lead to no results at all that Wil b ot
substantial public benefit. Tt is doubly ironic, in view of the N joring
determination to inhibit AT&T and that company’s own downlaat
projections as to the cost/benefits of satellite tevhno_](.)g'.\', that \'TST
may in the end simply apply for a satellite systein of Its own. A L
cause its monopoly services— MTT, WATS, A I‘"I"f)\' ON—constitute
the vast preponderance of present traflic, an ATET system is the only
one that could conceivahly achieve an immediate fill and thus concly.
sively demonstrate its economie viability.

The big loser scems to be the one applicant with genuine eXpat
ence in space-segment management—namely, Comsat. By rejecting
the A T&T/Comsat contractual arrangement out of hand, rather thas
attacling conditions that might encourage the ecolution of real Cot
petition, the Conunission majority has reduced Comsat’s eflectine
choice to one: that is, electing to hecome an end-to-end retail carrier,
But even here, the option is more apparent than real. Because of a
sceriinely innocuous sentence at the end of par, 26 (“In the event that
Coms=at eleets to proceed other than as @ enrrier’s earvier, Howill e e
hibited from owning or operating domestic satellite facilitios oo,
overseas point served by INTELSAT facilities (stafl recommenda.
tion, paragraph 114).7), Comsat would bhe !.):n'rml from serving any
noncontignons state or territory, would lose its present traflic to thee
points (ahmost all of which is traflic to the mainland), and \\*fmld !-r
left with virtually wnutilized “white elephant™ earth stations in
Alaska, Iawaii, and Puerto Rico. Some option. )

The other option—becoming a carrier’s carrier :,n‘\(] leasing tran:
ponders on tarifl’ to all comers, meludine AT&T—is in the il
ATETS choiee and not Comsat’s at all. And my own strone com ic
tion. in view of the decision as here formulated, is that AT&T will wet
so choose. Why should it, in effect, subsidize its own competition
and <-mnpc[itri0.n operating under a protective winbrella at that- by
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flling idle satellite capacity with the only substantial traflic now
available?

There is, in all candor, no ideal solution to this problem. Our job
510 come up with the best alternative anailable— and I malie no apol-
ogics for thus relving on marketplace realities in an effort to bring
ta the consuming public some immediate benefits of a new technology.
Inmy view, the answer is to be found in an approach that affirms in’
esciice the A T&T/Comsat contractual arrangement but then attaches
to it one critical condition : namely, that Comsat, with its unique tech-
nical and managerial expertise, also provide satellite service to those
antitics who, lacking the initial nucleus of assured traflic, might he
unwilling or unable to risk the huge investment necessary to launch |
stellite facilities of their own. As an alternative, Comsat should Le:
free to elect the route of an end-to-end retailer. :

The majority attempts to “structure” behavior largely by recourse
to penaltics and blue-sky “models” of pure competition. But the pro-
psal hefore us, in my judgment, suffers from two fatal flaws: jt may-
rtard the evolution of satellite, technology, not get it coing, and it '
may thus withhold realistic benefits to the public. The Commission can
and must o better than that.

(Commissioners Reid and Wiley join with Chairman Bureh in this
Dissenting Statement.)

ConcrrriNG OriNton oF CortansstoNer N1CHOLAS Jornsox
The Commission now arrives at the denouncement of this seven,
year old proceeding. An examination of the plot of this story, and ity |
sveral acts, gives o revealing insight to the policymaking process at
the FCC.,

Domestic satellites became a policy question at the FCC, not because
of Commission action, but with the filing of a proposal for domestic

satellite television network interconnection by ABC in September

1965, To examine the important policy questions before takine defini-
tive action, the Commission retumed the A RCY application and insti-
wred an inguiry, 31 F.R. 23507 (Mareh 2, 1966).
~Inresponse to the inquiry. the Ford Foundation filed 4 proposal
m August 1966 linkine the financing of public hroadeastine to the
wstitution of domestic satellite serviee, Under the [Ror ])n‘.‘ll!“?l!(' Siv-
ey mnterconnection costs wonld be used to finance public hroa-
asting as - “people’s dividend™ from the £10 billion of wibhlie
expenditures to develop the space iechnology that made the satellito
svsiein poz=ihle. This wasg a proposed alternative nse of the savines—
rather than rh'x\\’_in;r them through to networks’ profits, or lower :(;sis
th users and fhen customers, Jo Dirlan and A, Kahn, “The Merits of
Lusvrr];)g the («).\.r-.\il\'lr);{s from Domestic Communications Satel-
Imtj for Support of Educational Television,” 77 Yale I..J. 494 (1968).

The FCC vesponded with a further notice of inquiry. 31 F.R. 13763
(October 20, 196G6) . In February 1967 President Lyndon Johnson pro-
psed the legislation that later beeame the Public Broadeastine Act
of 1067 And in April 1967 Comsat proposed a pilot domestic satellite
sstem to demonstrate the potentialities and benefits of satellites, in-
ciuding their use for public broadeasting. :

e
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On August 14, 1967, President Johnson announced the formation
of a Task IForce to review a variety of telecommunications policy ques-
tions, including domestic satellites. This began what was to become a
three year review by the Ixecutive Branch of important policy quea-
tions before the I°CC in this area. By late 1968 the Johnson Task Foree
had completed its work with a recommendation that a Comsat-directad
pilot program be authorized. In early 1969 the FCC was prepared to
authorize such a pilot program. A report and order had been druftad,
and tentative expressions of the position of cach Commissioner had
been made.

Before issuing it, however, then-Chairman Hyde took the document
to the White Ilouse to inform the White IHouse stafl of the action the
Commission was to take. In the interim there had been a change i
Administration, and the information-providing trip resulted in a re
quest that the Commission hold any action while the White House
once again examined the policy questions.

The White ITouse recommendations, for an “open-entry™ policy,
came 1n a January 1970 memorandwn from Peter Iclanigan to Chair-
man Dean DBureh In March 1970 an FCC Report and Order, 22 100,
2d 86, concluded that no decision could be made on the appropriste
policy for domestic satellite entry and specific proposals from poten-
tial entrants were requested. The next Commission ovder, and the
stadl’s recommended decision came in Mareh 1972,

Today’s action seems to signal the end. Open entry is adopted with
certain modifications. The benefits to be realized by public broadeus
Ing ave, at this point. speculative.

There are several interesting conclusions to be drawn about the Coya-
mission’s role in policymaking at least for domestic satellites,

(1) The Commission has relied heavily on the parties appeating
Lefore it for the analyses and proposals it has considered. Althougi
there is no readily available way to make an exact caleulation, I suspu.t
that most of the important parties appearing before the Conunission
have mnvested signiiicantly more resources, each, on these policy yuea-
tions than has the Conmnission in total. This sceims particularly true
for the Ixecutive Branch. The Conunission has been a “captive,” -
spoinding to and arbitrating between the varviety of forces which hiuve
attempted to move it.,

(2) The relative congruence between Commission action and White
Houze recommendation; ocemrring over peiiods of significant shifts w
policy, is striking. The ability of the Cominission to 1move in variae
with White House positions on inportant policy questions (regardless
of who is President) 1s very questionable.

(3) The eflects, benefits and costs, of both regnlation and delay
would he worthy of a detailed analysis. Suppose any entrant, ineluding
ABC, had beencable to lannel asatellite system in 1965 by menely
Cpurchasing” the needed resources, ineluding spectrani, Suppose the
Commission had gone ahead with a pilot progiam authorization
carly 1969 What would have heen the results of these—or other alter
natives—on services, technology development, and so forth? Are we
better ofl, or worse off today ¢ Should the domestic satellite questio
have been handled ditferently, and il so, what can we learn aboat
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handling other policy questions before this and other governmental
sgencies that engage In an economic planning function ?

() Over and over again the Commission meets the question of
melding competitive and monopoly portions of the telecommunications
common carrier industry. The issues were joined in the Telpak and
«her bulk offering and private line proceedings, and are still unre-
sived, They are met again in the relationships between monopoly
Ludline telephone companies and miscellancous carriers who ofler a
tariety of land mobile services in competition. They are met in the
Carferfone-type issues of competition and monopoly in communica-
bons equipment and interconnection. They are met in'the pricing ques-
tons surrounding the entry of specialized competitive carriers. And
they are met here in the treatment, particularly of ATT and Comsat
of certain entrants for domestic satellite services, The issues remain
unresolved.

Given thqsg limitations, I believe the stafl work and ultimate Com-
mission position put forward today is much better than anvone had
sright to expect. Accordingly, as a realist, I concur. ’

Because of the significance of the policy, however, perhaps a few '
leore words regarding my own preferved approach to decision wonld
e appropriate, !

Ve are entering into a new arca of communications, The next few
vears Will he years of experimentation and gathering of experience
ts not that we don’t know how to launch and op:r:xtc a satellite.
Comsat, NASA the military, and numerous American companics have
tareat deal of expertise in this field. ‘

But we have no experience with the non-technical aspects of this
speration. Will the public tolerate the short delay, or echo effect, in
fuive contiunications by satellite? What new institutional (and ];os-
sbly personal) uses of communications will evolve to use the pevuli;;r
qualifies of satellite distribution systems (cheaper long-haul costs
sssibility of multiple distribution points, and so forth) £ What probj
;\-yns will arise in Joint operations of satellites, or of carth stations?
ml‘z(;;gdn;-\\' ratemaking ov regulatory concepts and procedures will be
(1) ;\gcordmg]y, I still believe there is some merit to the idea of g
pilot. project at this stage. Rather than have 1t operated by o choqo;l
company (Comsat, A'TF, some other present company, or a new on-
Ly, h().\\'v\‘m'\ I would have it operated by NASA o some other
atity of government. This is not such a radical idea. It is the way
vty other nat tor in the world has dealt with the problem. And most
sveresolved the issue long before us, 1t is the ay, i fact, that we 1'1{11
virspace program. It is the way we evolve new t’cchnol(,wv In many
areas of the economy. And, even as to space communications satellites
the military and NASA have alveady operated such systems, -
‘:‘-‘\ti} ,J‘_ ‘\‘:):lxl:l) l)ioll;::r:llib ()lllllrazlt.\'Iulll'nl.]h)c. {irys(, generation of experience

fo 7 d i 1819 dertake the operation of Amer-
was lirst domestic communications satellite system for the benefit of
all potential users and operators, Iivery effort would be made to test

i costy any reasonable proposal from any American company sti-
tution, or individual. The results of al) tests would be made 1'111'1’»' OI.J(‘,Il
wany mterested party. Training opportunities would be made avail-
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able to as many interested persons as possible. This would save a tre-
mendous amount of money for American business, as well as the publie,
and openup the possibility of a great deal inore use (and competition—
1l that's what we're really interested in) when the system or systems
are {inally established on a commereial basis.

I have made this proposal throughout my six year term at the Come
mission. It has never received the support of the White Ilouse ar a
majority of the Commissioners. There 1s little doubt in my mind that
we would be much further down the road today if it had been adopted
in 1966.

(2) If there is not to be an experimental system, there is much to be
said for a chosen instrument. A single system operator can insure econ-
omies of scale, fair and open aceess to all comers, the lowest possible
rates, and the most gcocraphically disbursed system (including, for
example, the best serviee to Alaska, Hawaii and so forth).

My preference would be to create a new entity—a Domsat—{for
domestic satellite services only, that would have every incentive to
compete fully with A'T'T. No earrier would be permitted to hold stock
in the company or sit on the bhoard (although, of course, individuul
sharcholders could hold stoelk in AT T and Domsat).,

Anaother alternative wounld be to give ATT a monopoly over domestie
satellite service. ATT is now having some growing pains even keeping
up with expanding service on earth. But ATT exclusive operation in
space would have the advantage that all users—including the home-
owner—would get some henefit from the new technology, which will
now flow almost exclusively to large corporate nsers of satellites. If
this were done, A'TT should probably be required to provide such
service through a separate corporate entity for purposes of hooklkeey-
ing (asits current corporate practices would indicate it would probahly
want to do anyway).

Comsat. could also be the chosen instrument. It does have the ex.
pertise. But it would not have the advantage just described that A'I'T
would have—virtually monopoly control of all 11.S. communications
on the ground for purposes of rate averaging. Moreover, Comsat lias
additional problems as an international operative. At one time I urged
that Intelsat be encouraced to become a truly international commu-
nications carrier, supplying domestic communications services for the
world as well as internationally. It seemed to me an appropriate,
and sviibolic, peaceful venture for nations in need of one. But tlhut
idea never eanght on either. So now, it seems, we are doomed to a
world in which every nation must have not only its own airline,
merchant marine, and steel mill, but its own domestic satellite
system as well. Given such a world, however, it scems to me inap-
propriate for Comsat—already carrying the burdens of Big Brother-
1sm into its international meetings—to have to confront its world
partners with the potential conflicts of interest (and division of man-
agerial energies) involved in operating the world’s most lucrative
domestic satellite system.

(3) If we are not to have an experimental system or a clhosen in-
strument., because of a deistic reverence for competition, then we ouwit
to really have competition. I'm reminded of the children’s riddle:
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“Where does an 800-pound gorilla sleep?” And the answer: “Any
place he chooses.” True competition is one of the most highly regulated
sates of economic operation possible. That’s what the antitrust laws
are all about—when they’re enforced. You either keep the 800-pound
gorilla: (in this case the $18 billion Bell) out of the canary cage
catirely, or you tell him where to sleep. -

[[we're really serious about experimenting with the radical notion
of free private enterprise, I'm all for it. But then there have to be
wine very meaningful restraints on ATT and Comsat—at the very
last n the initial stages. Otherwise, we're just kidding ourselves—
though very likely nobody else. B

If we want a competitive arena I would keep out ATT and Comsat
entively. (ATT has never been consistently enthusiastic about usine
space anyway.) Let anyone else in who wants in. Let them cxpcrimeﬂ?
with equipment and the searci for services and markets. Try to main-
tain some conditions of fair competition. If after a few years the Com-,
mission wants to rcus:s;zss this decision, and let ATT into the business
ways consistent with maintaining this newly bureconing i 'y
fine. But not until then. o Hs newly burgeoning industry,

(4) Finally, I cannot but bemoan our failure to provide expressl
for—at least—free interconnection for the Public Broadeastine Cox:}j
poration and other educational users. I always felt that the Ford
huu}(‘lntlon had made a fairly persuasive case that more was called
for. The Amemcm} people, having invested more than $40 billion in
the soaring growth stock called civilian space, are entitled, someday
ta little bit of a dividend. One has vet to be declared. Ford proposed’
that a proportion of the savings to the commercial networks from the:
use of space be passed on to the public in terms of a fundine source
for public broadcasting. It scemed to me a fair idea. °

But all this is history. We're now in countdown. It’s no time to
dissent. I'm on board.
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