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AN EXPLORATION OF THE COMMUNICATIONS N\
SATELLITE CORPORATION

by Kay Smith

The Communications Satellite Act of 1962 created a

communications satellite system for the United States. This

Act established the démmunications Satellite Corporation
(COMSAT), as the U.S. representative in charge of Satel-
lite Communications. This thesis considers the creation
of COMSAT, the implementation of changes needed to regu-
late the system and the problems faced by COMSAT today.
In the technical section, particular attention is
given to the'evolution of technology, which in turn, has

improved communication networks. The socialization of

technology has been necessary in order for man to best

use hils knowledge for serving communication needs; accord-
ingly, the need to‘structure satellite technology 1is dis-
cussed.

Developing an organization to coordinate satellite
operations was a difficult task.“ Technical, political,

economic and legal complications were involved. These

- factors influenced the legislation creating the Communi-

cations Satellite Corporation, and have subsequently
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influenced the operations of the satellite system. Con-
sideration is made of these intrinsic factors and their

effect on the domestic and international communications
\

\
An exploration 1s made of COMSAT's role as manager

systems,

of the International Telecommunications Satellite Consor-
tium (INTELSAT), which was created in 196H to coordinate
.“a global satellite netﬁork. COMSAT must integrate domestic
and international satellite policy, a responsibility which
is increasingly more difficult to meet. Regional and
domestic‘satellite systems are gaining support and causing
factions within the international system. There are, in
conclusion, inferences about the fuéure of satellite com-

-munications drawn from present controversy.
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CHAPTER 1
\,

A LOOK AT SATELLITE COMMUNICATIONS TODAY \

The ultimate result will be to encourage and
facilitate world trade, education, entertain-
ment and many kinds of professional, political
and personal discourses which are essential to
healthy human relationships and international
understanding.l

.y President John F. Kennedy
Upon signing the Communications Satellite Act of

August 31, 1962

Satellites have provided channels of communications,
since 1965.v Like the conventional cable systems, satel-
lites can relay'messages around the globe. As the demand
for communication channels increaées, bqth cable and satel-
lite systems will be expanding to meet growing needs.
Nations of the ﬁorld will be called upon to work closely
together to establish the best possible communications
network. |

President Lyndon Johnson wanted to declare the posi-
tion of the United States onﬁinternational commuqications.

He did this in his statement-to'the’Congress of the United

lrhe First Five Years, Communications Satellite Cor-
poration, Washington, D.C. (1968), p. 1.

\\.




States on August 14, 1967, in which he established the
Presidential Task Force to investigaté the future direc-
tion of communication systems.2
The Task Force is a committee which 1s re-evajuating
the usefulness of both the conventional cable and thed satel-
l1ite communications systems. Declisions made by the Task
Force should be reported in August, 1968 and should indi-
. cate the emphasis the U.S. will place on expanding each
«communication system.
“ Satellites are ourlnewest form of international com-
‘munications. A brief historical sketch of communications
.systems in the U.S. will 1nd1cate the character of our
| satellite system.
o The Communications Act of 1934 provides a blueprint
- for federal involvement in communications. Thia Act
'éreated the Federa} Communications Commission (FCC), with
the responsibility to regula?e our privately operated
systems. Among its dufias, the FCC regulates the power
of broadcast stations, assigns frequencies for broadcasting,
grants licenses and determines fair rates for’communication
carrier services. |
: The'Commanications Satellite Act of 1962 gave addi-
- ~ZXdional responsibility to the FCC: it was‘now authorized .

2Message on Communications Policy to the Congress of
the United States, White House Release, Washington, D.C.
(1967),p. by,



+. to regulate the newly created Communications Satellite

< corporation (COMSAT). COMSAT was created by the U.S.
Congress to establish a commercial communications satel-
lite system in conjunction and cooperation with otﬁif
countries. This system was to be extended to all inter-
ested countries in hopes of promoting world peace and
understanding.3 Because COMSAT was officially designated

.‘as the only U.S. satellite communications corporation, it

~ was made responsible to the public for developing the best
tsatellite system possible.'

d Directors of COMSAT were concerned with organizing
.an international communications satellite system. Informal
~ conferences among European nations and COMSAT led to formal
fagreements to establish an.international organization. 1In
"August, 1964, seventeen nations meeting in Washington, D.C.

- s8lgned the Speclal Agreement creating the International
tTelecommuniéations Satellite Consortium (INTELSAT). The
'goal of INTELSAT is to Jbrovide for the establishment of a
single global commercial communications satellite system
at the earliest practical date . . . and to provide for
*the design, development, construction, establishment,

“"maintenance and operation" of this system.u

3"The Communications Satellite Act of 1962," Public
Law 87-624, 87th Congress, H.R. 11040 (August 31, 1962),
po lo . -

u"Internatfonal Telecommunications Satellite Consor-
€ium (INTELSAT)," Treaties and Other International Acts,
Series 5646, p. 4.




’ COMSAT was designated as the U.S. representative to
- INTELSAT. It was also appointed director of INTELSAT by

the member nations. Thus, COMSAT's responsibilities grew

\
from being in charge of the U.S. satellite system to\pan-

1
aging the world organization.

More than five years have passed since COMSAT was
- formed. It has been active in engineering a satellite
. communications system to service two-thirds of the world.

’

‘vCompletion of the world-wide system 1s scheduled for
) ~ & -
December, 1968.5

With responsibility for directing INTELSAT, COMSAT

.officlals are now concerned with .the meetings scheduled
for 1969 to reorganize INTELSAT. Before these meetings,
-President Johnson's Task Force will confirm U.S. position

on satellite communications. At the time he appointed
the Task Force, PrESidént Johnson said:

A global system eliminates the nced for dupli-
cation in the space segment of communications
facilitlies, reduces the cost to individual
nations, and provides the most efficient use of
the electromagnetic frequency spectrum through

-“Wwhich these communications must travel.

Satellite communications are potentially efficient

and beneficial. Older nations, which support heavy com-

munications flow among themselves, stand to benefit from

5Communications Satellite Corporation Annual Report
1967, COMSAT, Washington, D.C. (1968), p. 7.

6Message on Communications Policy to the Congress
of the United States, p. 4.




a satellite communications system. ,But the President also

made special note of the value of satellite communications

for underdeveloped nations He said:

A global system is particularly important »

for less developed nations which do not receive \
the benefits of speedy, direct international
communications. Instead, the present system
of communications-- '
--encourages indirect routing through major
nations to the developing countries
-=forces the developing nations to remain
dependent on larger countries for their
links to the rest of the world, and
--makes international communications service
to these developing nations more expensive
and of lower quality.7

To clarify the United States' position in interna-
tional communications, Président»Johnson enumerated our
objectives. Although COMSAT is a profit-making corpora-
tion, one of his major concerns 1is the developmené of an
international communications satellite system in the pub-
lic interest. This system must not be extended only to
the nations which support the heaviest traffic flow and
contribute the most to‘economic gains. It should empha-

8 1ze communications growth in the lesser developed nations
vhere, perhaps, there is the greatest need. With this in
mEnd, and with the knowledge that technologists are advanc-

ing rapidly, the Presidential Task Force has set.out to

better define the U.S. role in the system.

Tibga. - o
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Advancing Technology

The public, génerally, is aware that space explor-
ation 1s increasing at an amazing rate. What the public may
‘not realize is that many of the ﬁredictions so often mdde in
‘current publications are technically feasible today or w}ll
‘be within a few years' time. But there are organizational,

,:economic and political problems.. For e:fample, TV (‘}u:l.de8
;recently predicted that by '1980 broadcasting directly into
' the hhome ffom any point on the globe would be a reality.
“This prospect may ‘seem visiénary to some but the fact is
f that direct ﬁransmission could be technically feasible
“withimn two years. The organization of this technology
¥ill <take much more time. Who will céhtrol such a system?
low w31l it be financed? These are some of f.he complexities
invol wed. '
‘ ‘ Just to lend some perspective to the. rapid develop-
!ment of international communications, a brief look at pre-
fsent gystems is appropriate. it was not until 1956 that
¢t the £3rst transoceanic voice cables were installed. Trans-
. tlantic conversations before that time were conducted via
Nradio. This first telephone cable system, supporting
{thirty two-way circuits, was installed by the American

{ .Telephone and Telegraph Company (AT&T) at a cost of about
e ——

Now v 8!'What Television Will be Like 5, 10, 20 Years From
> TV Guide (April 13-19, 1968), p. 12,
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. rifty million dollars.” Now, in 1968, four underwater

'eables have been installed, spanning the Pacific, and con-

jnecting North America with the orient .10

During the mid-1950's another form of internat)onal

!

,communications was initlated. The Soviet Union was e:?i)eri-
. menting with launching a space communications vehicle.
(;The f‘irst.; artificial satglli’ce was sent up by the Soviets

. on October 5, 1957, establishing a milestone in the era of

’
" communications.l.l This achievement brought into focus three

‘ realizatiqns: 1) launch':i/ehicles are powerful enough to
:11 £t into orbit artificial satellites; 2) artificial satel-
\';lit:es can function in space; and 3) the use of artificial
'/s’atellites for communication purposes 1is feasible.

. Most likely, the first real attempts to use ‘artifi-
;‘cial satellites for communications were made by.the United
;5States. On August 12, 1960, the National Aeronautics and
-:;Space Administration (NASA) }aunched Echo I, a passive

. 8atellite designed to reflect communication messages sent

{
’/f'r'om one point on earth to another_.12 This was accomplished

—

9"Are We Planning Effectively for the Use of Tomor-
Tow's Communications Resources?," Speech delivered by Dr.
JOSeph V. Charyk, President, Communications Satellite Cor-
Porgation, Washington, D.C. (February 5, 1968), p. 3.

. 10"New Communications Era," Communications Satellite

Corporation, Washington, D.C. (1967), p. 3.

11From Semaphore to Satellite, International Telecom-
Munication Union, Geneva (1965), p. 283.

\

121444., p. 291.



, - four short years after the installation of the first AT&T
" transatlantic voice circuit cable. Great technological
,steps were being.hade.

“On July 10, 1962, NASA launched the first active
,satellite geared for communications. Telstar I wéé capable
bf not only receiving communication messages, but also of

{ re-transmitting these signals in an amplified form.l3
Several forms of communication were transmittable via

£ Telstar. telegraphy, telephony, television and data col-
-lection were a part o} this multipurpose system. The

~:f1rst‘11ve television transmissions shared by the United
States, England and countries on the European Continent
were dramatic.

These experimental forms of.international space
communications were to lead to the establishmenf of INTEL-
SAT I and INTELSAT II satellite systems, connecting two-
thirds of the world in insfaptaneous, multipurpose com~-

"munications.lu And twenty-fi#e years ago we would not
“have dared to dream . . |

Creating the Communications
Satellite Corporation

During this early period of satellite development,

- the Congress of the United States became concerned with

131b1d., p. 292.

1“Dalla.s W. Smythe, "Public Benefit vs. Private Privi-
lege " Nation, CLXLIII (October 21, 1961), p. 264,



establishing a satellite system. Interests also were being
aroused in many sectors of American lifé. Common carriers,
involved for many years with the establishment of efficient
communications both in the U.S. and abroad, turned their

attention toward satellite communications. These companies

included: American Telephone and Telegraph Company (AT&T),

Radio Corpor.étion of America (RCA), International Telephone
and Telegraph (ITT) and Western Union International (WUI‘).

American Telephone and Telegraph, which had done
mach advaqce research 1in "éommunications exhibited special
int erest. As early as 1960, AT&T suggested it be given
the exclusive rights to experiment v_:ith and establish a
commmercial satellite communications system'serving the
Un3i ted States, Great Britain and Western Europe..ls But
thi s request was not realized because U.S. congressmen did
not want to hastily grant one company a mbhopoly in space

communications. 16

| The aircraft industry also felt it had a contribu-
tion to' make. Lockheed Corporation proposed that a satel-
lite corporation be formed by the communications and space
€Quipment industries in which cooperative efforts would be
ma-c'ie'nmder one ma.nagemeni:.17 'This was not only a method

or getting' the aerospace 1industries involved in the coming

'\;

— 16

 131p14., p. 265. Ibid.

e, 17Smythe, p. 264,
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spacécommunications, but was, Lockheed directors thought,
a way of securing an efficient program for immediate
advancement. 18

Hughes Aircraft Corporation had also done a cbnsid-
erxrable amount of research. Many of the early 1aunch}ng
faclilities came out of the Hughes laboratories, and the
National Aeronautics and Space Administration had first
' contracted with Hughes 'to develop a synchronous orbit
satell‘ite.19

At the same time ,‘E‘there were individuals and groups
c oncerned with the political implications of this new
c ommunications system. How would problems regarding
P xXogram exchange be handled? Would a commercially oriented
S yrstem be able to handle effectively international rela-
tionships'{ Would conflicting national 1nteresté be resolved?

| ‘An international communications sytem would involve
e xchanges with private as well as governmental agencies of
OtCher countries. Careful political maneuvering would be
required. Senators Kefauver and Long were the two princi-
Pal opponents of a privately owned corporation. They pro-
DPoOsed establishing a governmentally owned and operated
8ystem. They ‘gave two reasons for this: 1) A government

&gency could be guided by the Department of State, which
18 ’

Ibid.
19"Hughes Urges Profit-Making Public Communications

Satellite System," Aviation Week and Space Technolo
LXXV (November 13, 1961), p. 26.
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was accustomed to handling politit_:al relationships, 2) U.S.
citizens had been paying taxes allocated to space research,
and because of these payments, the citizens had a rightful
4 nterest in the satellite system. It should theref'ore
be a government system representative of all people.z‘O

By the time Telstar I was launched in July, 1962,
congressmen had already spent a great deal of time in
debate. The 1ssues wif;h which they were concerned had to
do with the ownership and control of the system. Resolv-
1 ng these issues and writing legislation would be dif-
L icult. 'Yet decisions had to be made promptly if forth-
c oming technology was to be utilized effectively.

The bill to establish a privately owned and operated
c ommunications satellite system entered the House ‘in May,
1 962. This bill did not meet as much oppositioﬁ as did a
s imilar bill introduced in the Senate. There, heated
debates ensued between those_favoring a private system
and those backing a gove-rnment system. In May, a bill
to establish the private company was approved in the
House; and in August after two-hundred proposed amend-

ments, a similar bill was finally approved by the Senat:e.21

S —

20ny,s. Skeptical of Satellite Ownership Plan," Avia-
gion Week and Space Technology, LXXV (November 13, 1961),
25, -

'210rr1n E. Dunlap, Jr., Communications in Space, New
York, 1964, p. 131.
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On August 31, 1962, President Kennedy signed the

communications Satellite Act. This law prescribes the

structure of the Corporation, sets forth its duties,

responsibilities and its relationships with foreign eom-

munication entities. This Act states:

\

Section 102) The Congress hereby declares fhat
it is the policy of the United States to estab-

"1ish, in conjunction and in cooperation with

other countries, as expeditiously as practicable,
a commercial communications satellite system, as
part of an improved global communications net-
work, which will be responsive to public needs
and national objectives, which will serve the
communications needs of the United States and
other countries, and which will contribute to
world peace and understanding.22

The Act further provides that the President of the USA

shall:

(Section 201) . . . aid in the planning and
development and foster the execution of a

", national program for the establishment and

operation, as expeditiously as possible, of a
commercial communications satellite system.23

The National Aeronautics and Space Administration

18 concerned with technical research and development.

Besides contributing to research design, it provides

launching facilitles for the Communications Satellite

Coxrporation (COMSAT), the costs of which are to be paid

by COMSAT on a reimbursable basis.

————

24

22uppe Communications Satellite Act of 1962," p. 1.

—  1pi4., p. 3.

2h1p44.
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The Federal Communications Commission has the re-
sponsibllity of regulating COMSAT as provided in amendments
to the Communications Act of 19314.25 The FCC also enforces
the procurement regulations desig;nated in the Commurtica-
tions Satellite Act:..26 N

The Corporation itself was set up under the rules of
'private corporations in the District of Columb:l.a.27 As a
: privatg corporation, COMSAT is authorized to "plan, ini-
t 1 ate, construct, own, manage and operate itself or in
conjunction with foreignl‘ governments or business entities

a commercial communications satellite sys’cem."28

Through
the 1962 Communications Satellite Act, COMSAT has been
&1 ven the responsibilities of shaping the direction of
the United States' participation in an internati_.orial com-

munications satellite system.

The Developing Philosophy

The Communications Satellite Corporation has a pro-
tean character. Its multiple positions are: 1) the pri-
Vately operated corporation responsible to its stock-
holders; 2) the U.S. fepresentative in INTELSAT; and 3)
the manager of INTELSAT, an International Consortium of
81 xty-two nations engaged in’communication exchange via

Satellite..

———

" 251p14., p. 4 Ibid.

2T1p1d., p. 5 28

Ibid., p. T.
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James McCormack, chairman of COMSAT, has expressed
satisfaction with the structure of the agency and its pat-
texrn of operation, and speculates on greater achievements:

The commercial utilization of space for commupica-
tion purposes--a dream for the future when Congress
passed the Satellite Act--is ‘today a reality. IrM\this
sixth year of the Act, there can be no question as to
the bright hopes for the future of global satellite com-
munications. To the extent that this new ability to
communicate can indeced help to bring peace and under-
standing to this troubled world, we shall all have rea-
son for gratification.29

We want to bring into being as the formative period
of the global system i1s rounded out, a set of satel-
lites which will give the world a quality of communi-
cations, a reliability of service, a flexibility and
versatility of service, such as has not before been
known except in limited, highly developed areas.30

That is, our objective is to such a good job that
everyone will want to keep us in it--at least for a
few more years while we complete the initial task of
a first class global system.31

It can be said that there are four distinct communica-
t1ons capabilities inherent in satellites which have changed

WoOzrld communications:

1) Satellites potentially have a very high capacity
for circuits at a low cost.

2) Satellites potentially have high quality trans-
mission.

3) Satellites have versatility, that 1s, they can
serve a multimedia function.

4) Satellites have flexibility; they are capable of
multi-point networking.32

29"Statement of Chairman James McCormack on the Occasion:

_OFf the Fifth Anniversary Commemoration of COMSAT," Communica-

Tions Satellite Corporation, Washington, D.C. (1968), p. 2.

1

- 3O1p44., p. 7. 311p14.

. 32"Are We‘Planning Effectively for the Use of Tomor-
Tow's Communication Resources," pp. 2-3. -
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These factors make 1t posg}ble to look at interna-
tional communications in a new light. No longer 1is there
total dependency on traffic through major communications
centers of the world, often resulting in delays in trans-
mission. Instantaneous and continuous service sho&id be
available to all nations, large and small. Within the

framework of a satellite system, this goal 1s possible.

.Here is an opportunit& to free nations of the world from

archéic international communications structure.

But much of satellite developmenﬁ has been and still
is depéndent on the Américan Communications Satellite Cor-
poration. This corporation‘has provided a useful mechanism

and.effective leadership for progressive development. Now

- five years since 1ts inception, the corporation has advanced

far enough to make evaluation possible.

In forming this corporation,'the'Congress of the
United States knew that an eptity to guidé technological
advancementé was needed. 1t knew that whatever entity
was formed would.establish a basis for world-wide satellite
communications. It knew that both private and public inter-
‘ests Qere involved. With these factors in mind, Congress
created COMSAT. Thils paper deals first with the need for an
organization to guide technological adVancehent. Secondly,;
1t considers the faétors which influenced the decisions

to make the Communications Satellite Corporation the unique
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structure it is, a private corporation with public respon-
sibilities. And thirdly, it touches on the important
problems which must be met to make the corporation and

“

its work most effective. B . \
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! CHAPTER II

) CONQUERING LONG DISTANCE COMMUNICATIONS

Conquering long distances has been among the most
fascinating phases in man's attempt to communicate with
others. - One of the first men to conquer distance was
Frenchman Claude Chappe, ‘\'yho completed his 230 kilometer

" semaphore system between Paris and Lille in 1793.:l The
‘"French Revolution was taking place then, and the efficient'
communications system alded King Loui:s XVI in locating and
controlling revolutionary forces. Chappe's semaphore
communications, as well as systems to follow, had an impact

on the immediate environment.

e o

The semaphore had not been installed’ throughout
E\Irope'before experimentation began on a faster means of
Communication. One of the first men to‘exhibit his inven-
tlon was S. T. Von Soemmerring, who demonstrated his crude

' telegraph for a group of acd.entists and friends at the
M“"lich Academy of Sclence in 1809.°2 ‘
Baron Schilling, a Russian diplomat assigned to

Munich, was_one of the fortunate men who observed Von
\

- J‘F’rom Semaphore to Satellite (Geneva, 1965), pp.. 11-12.

PN s
. 21p14., pp. 22-23.

17



18

Soemmerring's telegraph.3 Schilling experimented with a
gimilar model, and it was then that a third man became
very interested.
William E. Cooke stopped in Munich on his réturn
to England from military duty in India. There he s;;
Schilling's telegraph and took his observations back to
London with him.u Oncg in London, Coqke set out to con-
vince investors to finance experimentation. While he
obtained sﬁpport from spme people, his earnest attempt to
install a telegraph sysfem along the Liverpool-Manchester
- Rallway line was vetoed by the owners. They felt the
telegraph was a frivolous toy.5 |
Cooke's efforts were boosted by the aid of a noted |
Eh?ifish scientist, Charles Wheatstone. Together they
~8ecured a contract to lnstall telegraph lines with the
Great Western Railway. The telegraﬁh proved to be so
helpful in establishing an efficient train échedule that
wWithin the next twenty years, éelegraph lines had been
‘erécted by almost every major railway coﬁpany in England.
_The social impact of the rapid telegraph system was
demonstrated in the capture of a murderer on January 1,
1845, The telegraph operator in the London Paddington

Station received a message from -Slough.

It_informed him that a murder had been com-
mitted, and that the suspect had boarded the

31p1d. 1via., p. 25. Ibid.
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7:42 train to Paddington, sitting in the last
compartment of the second first class carriage.
Policemen walted for him at the Paddington
Station and when John Tawell, the riurderer,

was later hanged, the telegrgph had indeed
become the talk of the town. .

The public was aware that they had entered a new commyni-
cations world.

Coincidently, it was that same day, January 1,
.18h5, that Samuel Morse made history in the United States.
He opened a telegraph line between Baltimore and Washing-
ton, D.C. His first message, "What hath God wraught?"
began a new communications era in the United States.7
By this time, many advanced countries were ready to par-
ticipate effectively in the long distance communications
breakthrough.

On the European continent five years later,'Julius
Reuter completed his telegraph 1ir;e connecting Berlin
with Brussels and Paris. This line became an important
means of quick communication-of political, financial, and
€@conomic news of Western Europe. B

Following the establishment of the Reuter's New
Continental Service came the challénge to connect the
European continent and the British Isles with the new
WwWorld. The combined knowledge of American and British

8clentists produced a durable ﬁnderwater‘cable to protect

Tt he telegraph lines. After a few unsuccessful attempts

~——

61p1d., p. 27 T1bid., p. 28. 81b14., p. 29.
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to lay the eable, completion finally came in 1858. The
success of the first transatlantic telegraph cable was due
in large part to the persistent efforts of American Cyrus
W. Field, who was able to connéct Valentia, Ireland with
Trinity Bay, Newfoundland. The first message was sene\on
July 28, 1858, It simply announced the completion of the

cable.’

Broadcasting Comes of Age A

It was some time before the marvel of telegraph sys-
tems was to be surpassed.‘ Although experiments were being
‘"carried out in many countries, the man generally credited
with the invention and development of the wireless is
Guglielmo Marconi. His early experiments were conducted
at his family's estate near Bologna, Italy. But because
Marconi did not recelve much encouragement in his own
country, he moved to London, where he established the Wire-
lesas Telegraph and Signal Company Ltd. in 1897.10

Marconi's experimental wireless was successful. Land
to 8hip transmissions were made before 1900, and in 1901 the
fixrsgt transatlantic wireless message was sent. George
Kemm: ‘and George Paget sent the message--a simple letter
"ﬁa"--from Cornwall, England to Newfoundland, where Marconi

11 This success meant that the laying

—

-

- 91bid., p. 30. 10

C : 11Orrin E. Dunlap, Jr., Communications in Space
New York, 1964), p. 12.

Ibid., p. 129.
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-

of underwater cables could be overcome by the transmission

of a single wireless message. The world was growing

smaller.

About the same time Marconi was working on develop-
N\

ing the wireless, Reginald Fessenden, a Canadian, was dream-

ing of transmitting voice via the air waves. Fessenden

maintained that voice transmission should be a continuous

wave, not the interrupted burst Marconi was using. On

Christmas Eve 1906, Fessenden transmitted the human voice

to ships at sea.]'2 With this accomplishment, radio was on

-the way to becoming the best and most efficient medium for
long distance communication yet devised. |

Television is often thought of as the video eye of
radio. But quite surprisingly, experiments to transmit a
plecture were recorded more than a decade before Marconi
eXperimented with wireless at his cduntry villa. The
terman scientist, Paul Nipkow, invented a me'chanical
8canning disc capable of'éransx.nitting a crude picture in
188y 13 |

A few years later, in 1895, Sir William Crookes of

E-ngland invented the cathode-ray tube, which was through

'-qe.i_e.ntific gadgetry at the time.2" But Karl F. Braun

—
12p ik Barnouw, A Tower in Babel (New York, 1966),

A p. 19'.

13puniap, p. T1. 1"Ibm.,_p. 75.
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discovered ten years later that the cathode-ray tube was
capable of emitting light rays. He subsequently invested
a series of components necessary for the electronic trans-
2 mission of pictures--the electronic gun, the deflecé&Qg
plates and the flourescent screen.l®
Braun's apparatus was capable of transmitting still
pictures, but moving pictures were yét to be perfected.

. This was left to the ingenious Vladimir K. Zworykin, a

Zworykin continued experiments until he produced an elec-
tronic scanning eye, which could receilve signals from a

.
i
‘ Russian scientist who had moved to the United States.
j.

‘: moving electronic gun. His invention was called the ico-
|

noscope and it was demonstrated in 1923.16 Television,

‘as we know it, was then available in a rather crude form.
Although much experimentation was conducted during

} the following decade, television design was for the most

Part halted during the Second World War. Science was

Concentrated in other areas. But following the war, tele-

Vision was developed and the medium became popular in many

' Parts of North America and Europe.

\

Man struggled to conquer/ long distances with radio

a&nd television as he did with other forms of communications.

T T

v Guxeater triumphs came in 1962 with the launching of the

——

Lrp1a. 161p14.
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Telstar Satellite. The satellite provided the link needed
for efficient intercontinental television service as well
as another 1link for radio, telephone, telegraph and data
transmission.l7 The satellite, like communicatioh mile-
stones before it, became a symbol o? a new age. A;ain,
the world stood on the threshold of an exciting new com-

munications era.

The Evolution of Satellites

-\

,Ai?a Man's dreams of the distant and mysterious, coupled
with scientific researcﬂ, have often lead him down unex-
plored but profitable pathways. Such was the birth of
communications satellites.

| Karl Fredérick Gauss dreamed of communicating in

space as far back as 1850.18

He thought the langﬁage
of space communications would be a mathematicél one.
Gauss labored over elaborate communication systems, but
_was unable to produce even a- crude model.
The first real indication that sizable rockets
could be l1lifted off the grdund came in 1944. The Germans
.had attacked London in September, 1944, with liquid fuel

- V=2 rockets.19 These weapons were to pave the way for

7

171p14., p. 292.

18From Semaphore to Satellite, p. 291.

191p14., p. 283.
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more powerful and efficient launch vehicles, which would

ultimately transport satellites into space.

The following year, British scientist Arthur Clarke

\

published an article in the Wireless World Journal Rre-

dicting revolutionary trends in space communications.
Clarke had big dreams and his predictions indicated this:

It would be possible to construct a space sta-
tion . . . The station would be provided with
living quarters, laboratories and everything
‘needed for comfort of its crew who would be
relieved and provisioned by a regular rocket
service . . . It could be provided with re-
ceiving and transmitting equipment, and could
act as a repeater to relay transmissions be-
tween any two points on the hemisphere be-~. ..

neath . . . 20

Clarke's predictions of space stations is yet to be
realized, but his design of communication transmission
was soon to be fulfilled.

Certain essential technological capabilities were
'needgd beforg space gommunications could bé initiated.
The first of these was a larée and powerful launch vehicle.
This rocket must "be accelerated to a minimum speed to
- overcome permanently the effects of gravity. That speed
418 known és.the velocity of escape and is a little more |
than 7 miles per second or125,000'miles per hour."21
Once this capability'was realized with the success- -~

Tul launch of German rockets, satellites were loaded

-20pnthur C. Clarke, Voices From the Sky (New York,
1965), p. 121.

21

Dunlap, p. 128.
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abroad“and'Sent into space. The first satellite was
orbited by the Soviets in 1957, and with it the door to

communiéation satellites was opened.22

It became apparent that gathering 1nformatio;.€rom
satellites fell into two distinct categories. The first
of these 1s tracking information, which pfovides necessary
data on thellocation of the satellite.23 The second cate-

'gory is felemetry, which provides information on the con;
dition and operation of the satellite, and the.communica-
tions speaker.zu On thé basis of these two types of
information, the ground tracking and data-handling system
computes bearing data and -determines proper commands to
be transmitted to the satellite. N

Also many different commands are neéded to operate
communication satellites properly: These commands take
€the form of radio 'signals, and they order mechanisms to
Perform duties such as qtarting and stopping data trans-
mission, firing a rocket and operating'cameras.25

A fourth essential function 1s control. Control is

the ability to direct the spacecraft and the network of

. &round stations 1n‘¢ooperat1ve efforts. Control is

d1ivided into two types. The first 1is control of the

——

22From Semaphore to Satellite, p.'291.

23G. E. Mueller and E. R. Spéngler, Communication
Satellites (New York, 1964), p. 180. , ,

24

Ibid.
25From Semaphore to Satellite, p. 284.
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orbital velocity and the altitude of the satellite in

orb:lt:..26 The second 1s control of earth station equip-

ment to properly track, transmit and receive communi-
cation signals.27 »
' With the perfection of these four interrelated

t‘unctions-;tracking » telemetry, command and control--pro-
ductive ventures into communication satellites were possi-
ple. The United States government and private 1hdu8tr1es
collabox;atédhon satellite design and development.

Satellite Design

The United States' pioneering efforts to launch

satellites paid off late in 1958 when the Score satellite

was put into orbit. This satellite was equipped with a

radio and tape recorder which repeated messages upon com-

mand. The United States Signal Corps launched Score on

December 18, 1958, and the satellite remained operational

fox twelve days. 28

Our first passive satellite specifically designed

foxr communications was Echo I, which was launched by NASA

on August 12, 1960. Echo I was a 100-foot aluminized plas-

t1ce balloon which reflected the first two-way satellite
el ay telephone conversations 'across the United S'ca.ltes.29

. 266. E. Meuller and E. R. Spangler, p. 95.

AN
2T1p1a. . 28, unlap, p. 137.

291p14.
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On January 25, 1961, NASA ‘launched Echo II, which

was algo designed for communications. Experimentation
‘ | with Echo II was.performed Jointly by American ang British
scientists, who found operations in good order.3° \
By the summer of 1961, several private industries
had announced their experimental satellite programs. All
_these programs dealt with perfecting active satellites,
) capable- of receiving signals, translating them into the
appropriate frequency or form, and then retransmitting
them greatly amplified. Passive satellites merely reflect
4¢-i. signals which strike their surface. Because of the differ-

ence in amplification, active satellites require less com-

| plicated ground equipment for sending and receiving signals.

In order to promote the least complex ground network, United

States companies strove to perfect better satellites.31

Among the active satellite designs were those of
AT&T and General Electric. Both companies planned a low

altitude, random orbit network of thirty to sixty-five sat-

32

ellites providing global coverage. The advantage of the

low altitude satellite was that rockets capable of orbiting
a satellite at an altitude of 3,000 to 6,000 miles were

already avallable. However, as many as fifty or‘sixty

VT“-~ o

- 3%prom Semaphore to Satellite, pp. 271-272.

3lpallas W. Smythe, "The Space Giveaway,'" The Nation,
CXCIII.

32114,

\ —
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Also,'very complex'tracking equipment was needed to follow
the satellite in 1ts orbit around the earth.

A completely different satellite system was pro-
posed by Hughes Aircraft. It was a high altitude,“synchro-
nous orbit system. The advantage of the high altitdhe
satellite ié that the orbit is synchronous with fhe earth's
rotation, and the satellite appears stationary. This sta-
.'tionary target requires less complicated ground equipment
for téacking and 1s less expensive. Also, only three or
four satellites are needed for global coverage. Unfor-
tunately; this system had an apparent_disadvantage--roéketsA
were not yet powerful enough to place the satellite 23,300

miles above the earth, the orbital bath needed for a syn-

.chronous system.33

By summer, 1962, some private companies were ready
to launch their satellites. The first one was Telstar I,
the low altitude satellite built by ATE&T and launched by
NASA on July 10. Telstar I fransmitted telephone conver-
sations, television pictures and telephoto data within a
Lew hours after the'launch.35 Earth stations at Andover,
_ldaine,'Pleumur-Bodou, France, and Goonhilly,-England'par-

ticipated in these Telstar transmissions.

331p14. 341p1q.

) 35Ph111p J. Klass, "Telstar Performs Perfectly in
Early Test," Aviation Week and Space Technologl, LXXVII

(July -16, 1960), p. 26.
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Results of the Telstar experiments were so favorable
that Leonard Jaffe, a NASA director, declared that NASA
would favor a Telstar type satellite system. Jaffe made
this statement in September of 1962, at which time he

N\
predicted the synchronous orbit satellite would not be

functional until 1967.36

Hughes Aircraft, which was
developing the synchrqnous orbit system, bitterly dénounced
. Jaffe's statement and guaranteed successful orbit 6f their
Syncom satellite by 1961!.37 |
In December, 1962, RCA and NASA announced the launch
of the Relay satellite, the first active communications
satellite. On December 13, Relay was put into random
orbit, but because of technical problems, the satellite

38 Tésts demonstrated

was not operational until January 3.
that Relay could perform retransmission functions, and
for the first time, scientists were sure the active satel-
lite was a usable communicatipns tool. Relay's first com-
munications took place between the Uﬁited States and
Brazil, but later experiments also included Western Europe
and Japan. v

During this same period, late in 1962, the military's

Advent satéllite,program was under attack from the House

36-"NASA Sees Telstar-Type Satellite as Best for
World-Wide System," Aviation Week and Space Technology,
LXXVII (September 24, 1962), p. lO.

\\

- 3T1p14.
38Dunlap, p. 151.
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Space Sciences Subcommittee. The Advent project was referred
to "as breeding a lack of cooeeration between the Army and
the Alrforce, and was seid tolhave little to show for the
$120 million invested in the proJect."39 Controveisy over
project Advent deterred progress and was discouraging to
researchers working on the synchronous orbit satellite.
However, competition was not to subside. Hughes Air-
" eraft. provided the breakthrough in developing the high alti-
tude satellite. On February 14, 1963, almost a year ahead
of schedule, Hughes' S§ncom I was launched. Many scientists
at Bell Laboratories and at NASA had doubted the Hughes
satellite could be placed in orbit, but Syncom I proved

4o Ironically, it was the communications

this was possible.
&evice onboard which falled to operate, making the Hughes
effort rather disappointing.

Syncom II was to follow in July, 1963. Ground sta-
tions were erected in Lakehurst, New Jersey and Lagos,
Nigefia for these experj.ment:s.'41 Perfect transmission of
telephone, teletype and facsimile processes took place.

In an ‘-historic telephone conversation with Prime Minister
Balewa of Nigeria, President John F. Kennedy praised syncom

as a technical Tour De Force.uz'

39"Subcomnittee Urges Strong Single Manager for New
Advent Program," Aviation Week and Space Technology, LXXVII

(November 19, 1962), p. 117.
. qurom Semaphore to Satellite, p. 293.

ulDunlap, p. 153.
21414,
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Rising Controversy

Technological developments did not advance without
disagreemerits among the competing companies. The scramble
to develop the first satellite system was motivateﬁ\?y
many facﬁors--by the desire to have a system accepted by
the government, by the drive to become established in space
communicationé and, perhaps most of all, by the profit-
making motive.

The estimated profit margins ranged widely. 1In 1961,
Dr. Berkner, a space séientist reporting to the FCC, esti-
matedva communicatibns satellite system would be a $100
. billion business by(1980.ll3 He also estiﬁated that communi-

Ly

cation rates would be reduced by 20 per cent. ‘Contrarily,

'Leland Johnson of the Rand Corporation, suggested the
system would not even be profitable until 1970.“5

But no matter what thé estimate, fhe main factor
remalned--that companies were proposing satellite systems
and pursuing research projects in hopes of securing a part
of that "ple in fhe sky." General”Electric, even formed
the Communication Satellites, Inc., to handle its |

research and future contracts.u6

u3Asher Brynes, "Big Business in Space," Neﬁ Repub-
lic, CXLVI (April 23, 1962), p. 9.

Wipia,

usU.S., Congress, Senate, Committee, on Judiciary,
Anti-Trust Problems of Space Satellite Communication System,
Hearing before Sub-Committee on Anti-Trust and Monoply of the
Committee of Judiciary, Senate, 87 Cong., 2nd Sess., 1962, 75.

461p14., p. 85.
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Another interested company, AT&T, proposed a $170
million investment in its research program. This partic-
ular program was planned under the assumption that AT&T
would ﬂe gi&en government suppdrt.u7 As previously" men-
tioned, RCA was also investing in a satellite projec?
which was to become their Relay system.

Two major aerospace industries were investing heavily
in space research. By 1961, Lockheed had already put
$500,000 1hto designing satellite componem:s.l'8 And
Hughes Aircraft undoubtédly invested heavily 1in research,
for Hughes cbntributed much scientific knowledge towards
developing high altitude sétellites.

While'these several industries engaged in competi-

" tive systems and conflicting dialogue, the FCC was studying
the problem. In 1961, an FCC report seemed to favor kéep-
Ang the .investments in satellite communications within the
Anternational communica@ions.field. One report said "The
xresult of encumbering the system with complicated and
costly corporate relations is the disrupting of operational
patterns that have been established in the international
common carrier industry, and the impeding of effective

X~egulation of the rates and 'service of the 1ndustry."u9

471pi4., p. 84. 481p14., p. 85.
- 49ngeneral Electric, with prospect dimed by the FCC,

Drops bid for Communication Satellite," Sclence, CXXXIV
- Coctober 6, 1961), p. 993. \



33

So the emphasis seemed to be on the five international com-
mon carriers--the American Telephone and Telegraph Company,
International Telephone and Telegraph, Radio Corporafion
of America, Western Union International and Hawaiian ‘Tele-
phone Company. | N

In addition to FCC opinions, there were other fac-
tors pressing the Government into forming some communications
satellite policy. In July, 1961, the United Research Cor-
poration reported to the Government on the management of a
satellite system. The corporation recommended that private
bwnership be deferred while an 1ntefim public ownership
company be established to get the satgllite network under
way.so This report also said that private investment should
be included at a later date if the government felt a private
communications company could be operated in the publiec
interest. - : _ "'_

Later that year, the United States Information
Agenéy (USIA) also pressured the United States Government,
urging decisions concerning future satellite management.
. USIA directors urged a system be established as quickly
as possible by whatever method or organizationL51

These pressures forced the government to produce a

communications satellite policy. The private industries

50"Prospect of Federal Ownership Arises for Communi-
- cation Satellite,". Aviation Week Ald Space Technology, XXV
‘(July 3, 1961), p. 31. .

5l1pid., p. 34.
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.

were chanting about their respective plans, the FCC was
issuing opinions and research corporations were making
_recommendations.

”Prombted by all this, Presidént Kennedy askeéd Con-
gress to investigate the various problems and propggals
and to embody into law a national policy for the control

and development of satellite communications.



CHAPTER III

TECHNICAL, POLITICAL, ECONOMIC AND N
. LEGAL DELEMMAS

Presidential Policy

President Kennedy:bécame aware of the need for an
organiéation to guide space communication development'as
technology was advancing. ‘In order to establish guidelines
for the Structure of the system,‘an'official policy was -
formed. On July 24, 1961,‘he held a press conference to
call attention to this policy:

On May 25, 1961, I asked Congress for additional
funds to accelerate the use of space satellites
for world wide communications, Also, on June 15,
" I asked the Vice President to have the Space Coun-
cil make the necessary studies and policy recom-
~-mendations for the optimum development and operation
" of such a system. This has been done. The primary
guideline for the preparation of such recommenda-
tions was that public interest objectives be given
the highest priority.

I again invite all nations to participate in a
- communications satellite system, in the interest
of ‘world peace and closer brotherhood among peoples
throughout the world.l
The President also listed specific policy require-
ments. This policy was formed after research and recom-
mgndationE"by several government agenclies and was as

| ;follows:

1John F. Kennedy, Department of State Bulletin,'XLV
(July-December, 1961), p. 3.
' 35
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A. Policy of Ownership and Operation of the U.S.
portion of the system is favored, providing
that such ownership and operation meet the
following policy requirements:

1. New and expanded international commynication
services be made available at the earliest
practicable date; N\

2. Make the system global in coverage so as to
provide efficient communication service
throughout the whole world as soon as tech-
nically feasible, including service where
individual portions of the coverage are

" not profitable;

3. Provide opportunities for:foreign partici-
pation through ownership or otherwise in
the commercial satellite system;

H. Nondiscriminatory use of and equitable
access to the system by present and future
authorized ¢ommon carriers;

5. Effective competition, such as competitive
bidding, in the acquisition of equipment
used in the system;

‘ 6. Structure of ownership or control which
will assure maximum possible competition;

- 7. Full compliance with antitrust legislation
and with the regulatory controls of the
Government;

8. Development of an economical system, the
benefits of which will be reflected in
overseas communication rates.?

The Government responsibilities were also delineated
.and equally demanding:
B. Policy of Government Responsibility

- In addition to its regulatory responsibiljties,
the U.S. Government will:

\.

" 21pia.
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1. Conduct and encourage research and develop-
ment to advance the State of the Art and to
- glve scientific and technological progress;

2. Conduct or maintain supervision of inter-
national agreements and negotiations;

\‘
3. Control all launching of U.S. spacecra{t;

ki, Make use of the commercial system for gen-

eral governmental purposes and establish a
separate communications satellite system
when requested to meet unique Government
needs which cannot, in the national
interest be met by the commercial system;

. 5. "Assure the effective use of the radio fre-
quency spectrum;

6. Assure the ability to discontinue the elec-
tronic functioning of satellites when re-
quired in the interest of communication
efficlency and effectiveness;

7. Provide technical assistance to newly
developed countries in order to help attain
an effective global system as soon as prac-
ticable;

' 8. Examine with other countries the most con-
structive role for the United Nations, '
including the ITU, in international space
communications.3

President Kennedy also urged cooperation of the
government agencies:

I have urged the full cooperation of all agencies
of - the government in the vigorous implementation of
the policy stated herein. The National Aeronautics
and Space Council will provide continuing policy,
‘coordination and will also have responsibility for
recommending to me any actions needed to achieve
full and prompt compliance with the policy. With
the guldelines provided here, I am anxious that

31bid., p. 274,
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development of these new technologles bring the
farthest corner of the globe within reach by voice
and visual communication, fairly and equitably

available for use, and proceed with all possible
promptness.

This presidential policy had great impact on the
debates concerning initial ownership and operation of ‘She
satellite system during the next thirteen months. This
.policy wés to be bitterly debated, strongly supported by
. some and adémantly oppo#ed by others. During the long
andAtedibus'hearings on communication satellites, the
'Président's statement was the real focus of attention and
discussion. |

A part of Kennedy's space communications had ties
with the political past. While stiil in office in 1959,
President Eisenhower issued a ﬁolicy statement consistent
with the Republican tradition of pr;vate ownership:

' The government should aggressively encourage
private enterprise in the establishment and
operation of satellite relays for revenue pro-
ducing purposes.>

Although Demﬁcratic liberalism prevalent in Ken-
nedy's administration was more favorable to Government
participation, Kennedy chose to follow the private enter-

prise route for space communication control. Considering

the times and the values that Americans generally attach

uIbid;“'_

| SH._Margoiis, "Space Communications: the Future is
not far away but the Major Policy Questions are Unre-
solved," Science, CXXXIII (June 19, 1961), p. 1813.
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to private enterprise, the Kennedy Administration made a
viable choice. To support private enterprise in space
would be controversial, but to support government owner-
ship contrary to general societal values would be much

\
more extreme.

The Real Issue: Public Versus
Private Ownership

Discussion was difected toward the questioh of
owhership. Should the U.S. support a privately owned
company and if so, Should it be owned by the communicafions
common carriers or by private individuals? Or should the
communications satellite company be.publically owned and
operated by the Government? |

Maﬁy agencies made recoﬁmendations to the President

concerning these questions. The administration's National

Aeronautics and Space Council (NASC)'recOﬁﬁéﬁa;a-thatmghe
corporation be conducted by private enterprise, operated
in the public interest, and encouraged to develop rapidly.6
! Further support for ﬁrivate enterprise came from
the'Department of Justice. Assistant Attorne& General;
Nicholas Katzenbach, emphasized this'point in hearings
before the Sengte Subcommittee on Antitrust and Monopoly.

He stated that the Justice Department was in full support

of pri&ate enterprise according to the Presidential policy

‘ 6H Margolis "Science and the News," Science,
CXXXIV (July 21, 1961), p. 178.
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of July 24, 1961. He also placed emphasis on public
1nterest‘and the importance of competition.7

- A somewhat different perspective was voiced by
Assiétant Secretary of Defense John H. Rubel, whd dis-
cussed communication needs. He pointed out that éhe
Defense Department was one of the major users of existing
'communiqafion facilities and would also ;se a satellite
system extensively.. Bué for security reasons, the Depart-
ment of Defense needed some communication facilities sep-
arate from commercial cable facilities and probably would
need some separate satellite facilities too. He concluded:
"I do not think that our pfimary concern is in the manner
in which ownership i1s finally vested; I think a major con-
cern, however, is in the manner in which the operation is
conducted."8 .

Added to these opinions of government agencies were

many 6pinions from!privqte industry. From all these
recommendations, three major management proposals emerged:

1) a private corporation owned by thc communication common

carriers; 2) a private corporation owned by stockholders

7U.S., Congress, Senate, Committee on the Judiciary,
Antitrust Problems of the Space Satellite Communications
System, Hearings before the Subcommittee on Antitrust and
Monopoly of the Committee on the Judiciary, Senate, 87
Cong., 2d Sess., A62, p. 26.

8U.S.', Congress, Senate, Committee on Small Business,
Space Satellite Communications, Hearings before the Sub-
committee on Monopoly of the Select Committee on Small
Business, Senate, 87 Cong., First Sess., 1962, p. 63..
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from the general public; and 3) ? public corporation owned
by the govérnment.

.One of the most impressive studies in support of
common carrier ownership was. submitted to the FCC by the
Lockhéed Céfporation on April'ﬁ, 1961. This proposal was
titled "Telesat," and it outlined recommendations for
technology, ownership, operation, financing and foreign
participation.9 In 1its ofiginal form, the plan called for

a widéébasé ownership, but it was later changed to support
common carrier ownership.

- The Lockheed report was followed by an FCC-appointed
consortium composed of ten common carriers. On October 13,
1961, the consortium reported favoring common carrier
ownership. The American.Telephone and Telegraph Company
was to contribute $50 million for initial operations, with
other companies contributing lesser amounts. The board
was to be made up of two recpresentatives from each company
investing over $500,000, three members appointed by the
.govérnment and one member representing all other companies

investing less than $500,000.10

9U. S., Congress, House, Committee on Scilence and
Astronautics, Communication Satellites, Hearings before
- the Committee on Science and Astronautics, House of Repre-
sentatives, 87 Cong., First Sess., 1961, p. 411.

loH. Margolis, "The Consortium Propcosal: Private
Industry Offers a Plan for Developing Satellite Communi-
~cations," Science, CXXXIV (October 20, 1961), p. 1226.
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Of the teﬁ common carriers, only Western Union sub-
mitted a Aissénting opinion favoring}wider ownership.11
Protésts';gainst the consortium proposal came from other
private industries. General Electric opposed th;‘Qonsor-
tium's plan with its proposal for Communicatioﬁs Satel-
-1ites, Inc., which was to be open to all interested com-

pa.rx:!.es.lﬂ2

The General Electric plan was supported by
the Justice Department;'which encouraged maximum parti-
cipation in the space field.

The Hughes Aircraft Corporation also favored a cor-
poraﬁion open to all interested companies. ' It, like
other aerospace companies; did not want to be excluded
from a potentially profitable market.13
| Another proposal favored government ownership.
Senators Estes Kefauver (D. Tenn.) and William Fitts
Ryan (D. NY.) were major contenders for this proposal.
They made two main arguments--one concerning vested pub-
lic interest; the other, competition.

Kefauver and Ryan quoted Dr. E. Welsh of the Admin-

;stration'g Space Council as saying that 90 per cent of

- 1l1p14.
. 12uG.E. Moves Fast for Place in Space," Business
Week (May 6, 1961), p. 29.

13"Hughes Urges Profit Making Public Communications
Satellite System," Aviation Week and Space Technologx,
LXXV (November® 27, 1961), p. 75.
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our. space communications capahility had been financed with

' 14 Because of this vested interest, the

taxpayers' money.
senators believed the public had a right to ownership, and
that this right should be éxercised through a gdvernment
agency A

Secondly, they argued that in forming one private
company to own and operate satellite communications the
‘_goyernment would be graﬁting a monopoly.15 A monopoly
by definition, would preclude competition.

v Dallas Smythe, professor at the University of Illi-

nois, édded a third argument. The military was probably
. the bilggest user of international cgmmunicaﬁion~facilities.
As 1its major user, he argued, the government_shodid'have
some fight to ownership. These three positions, common
carrier ownership, wide-base ownership, and government

ownership, were the major issues being debated during the

July;\1961, to August, 1962, period.

Technical Involvement

Technical terminology pervaded much of the discussion

in the formation of a communications satellite corporation.

luEst:'es Kefauver and William Pitts Ryan, "Big Busi-
‘ness in Space: A Case for Government Ownership," New
Regublic, CXLVI (June 11, 1962), p. 18.

151p14., p. 20.

16Dallas W. Smythe, "The Space Giveaway," Nation,
CXCIII (October 14, 1961), p. 243.
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But of all the factors 1nvolved,.this one seemed to have
the least bearing on the type of c&fporation formed.
Regardless of the corporate structure or ownership, the
~goal of establishing the most efficient global network
remained.: . N

Aén 1mbortant question was: Wbuld satellites pro-
vide an efficient communications system? They were
thought to have distinci édvantages: |

e~

l)wﬁﬂigh capacity, low costs--satellites would
be a lot cheaper if the demand for service
- would be great enough;
;2);‘Versatility--satellites are capable of simul-
taneous transmission of information; tele-
phone, telegraph, television, radio, data and
.facsimile;'and s
3) Flexibility--satellites are cépable of relay-
ing communication simultaneously to all points
within the line of sight.l7
© . ..—. Another. concern was whether or not there would be
any technological'advantage in using satellites rather
than cables, which already had established major communi-
cation pathways throughout the world. 'If satellites
would not yleld a better service, then they should not
replace cables. But the three distinct characteristics--
high capacity, versatility and flexibility--could make
satellites:very valuable, ahd probably, provide a good

‘ alternative service.

-

l7"Comsat‘and the Emerging Global System," Dateline,
. XI (1967), 'p. 51. \
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A third technological question related to low versus
high altitude satellites. The me;its and demerits of each
have already been discussed in Chapter two. The low alti-
tude, random orbit satellite was supported by AT&T .and
General Electric. The high altitude, synchronous orbit
satellite was favored by Hughes, Lockheed and RCA. The
National Aeronautics and Space Administration was simul-
taneously ﬁorking on the érbjects with all these companies
in a total effort to develop the best technical system.

To the extent that technology became involved in
‘the communication satellite debates, time became a crucial
factor, It was important that a workable system and dorA
porate structure be established as quickly as possible. -
The investigations in the Senate and the House were directed

toward this end.

1

Political Complications

Tﬁe government was -greatly concerned with the rela-
tionship bereen foreign relations and the communications
satellite system. There weré two basic questions: How
can_thé,system be made truly global, available to all
nationé, large and small? And, how can this be accomplished
aﬁd still b; consistent withftraditional American foreign
policy? If a private satellite system was to be estab-
1ished, hoﬁmwould foreign relations be conducted and inter-
-pgtional contracts made and be in accord with Department of

- State policies?
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The United States souggt.édvice from the United
Nations. The U. N. had developed a space program, the
fourth part of which dealt with space communications.
This policy stated that with the aid of satelites, com-
munications among the continents would be 1mmea§urab1y

18

easier. The U, N. recolution alco stated:

e 1. That satellite communication should be available
' to the nations of the world as soon as practicable
on a global and non-discriminatory basis;
2, That the U. N. should be able to use the communi-
cation satellites in communicating with represen-
~ tatives around the world and for broadcasting
programs of information and education; and
3. That technical assistance and economic aid to
develop the internal communication systems of

the lesser developed countries (LDC) should be
,given.l ) : _

The United States Government recogniéed the value of
this ﬁlan, and President Kennedy made it a part of the
national policy. |

Other questions were raised regardiﬁg U. S. relations
with the Soviet Union. Could East and West take part in a
single system? 1In 1962, the United States and the Soviet
Union reached an agreement to cooperate with the World
Méteorolpgical Organization (WMO) to establish a world-wide

20

. weather forecasting system. Negotiations for data

18U.S. Department of State Bulletin, XLVI (January-
June’b1962), po 589'

191p1d., pp. 589-590.
2OC.Brownlow, "Cooperative Satellite Programs to be

Discussed by U.S.--U.S.S.R.," Aviation Week and Space
Technology, LXXVI (June 25, 1962), p. 76.
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collection centers were agreed upon.21

However, there
were problems. Some argﬁed that if the U. S. created a
privately owned satellite system, the Soviets would not

Y -

’rparticipate because they would not be favorably digposed
to a capitalistic corporation. N

"Turning to another crucial question, how could the
State Department effectively guide private enterprise
toward establishing desirable international relations?

" Mr. James E. Dingman, vice president of AT&T, related the
State Department's function in the past: v

. « « the State Department has been very helpfui
in working with us 1in working out these agreements
with these countries, and the communication agencies
in these countries, whatever they may be. Ve would
expect the State Department would still continue to
be very helpful.22

As explained by Mr. Dingman, private industry accepted
the State Department's guldance in negotiating inter-
natlonal agreements. And, the State Department seemed to
accept private enterprise as a workable organ if the

criteria set forth by President Kennedy were met.23

Ibid.

22U. S., Congress, Senate, Committee on Small Busi-

ness, Space Satellite Communications, Hearings before the
Subcommittee on Monopoly of the Select Committee on Small
Business, Senate, 87 Cong., First Sess., 1961, p. 260.

230. S., Congress, House, Committee on Interstate
and Forelgn Commerce, Communication Satellites, Hearings
before the Committee on Interstate and Foreign Commerce,
House ‘of Representatives, 87 Cong., First Sess., 1961,
pp. 172-173.
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Philip J. Farley, representing the Department of
State, elaborated on the necéssity for cooperation between
private industry and the government in dealing effectively
with foreign governments: - >

Accordingly, international factors can be

expected to have a direct bearing on the author-
1zing and regulatory functions of the FCC if the
United States 1is to approach this field through
a private venture and if such a private venture
is to be fully responsive to needs of public
policy. The longstanding effective working rela-
"=-tionship between the FCC and the Department of
State will provide a firm basis for the joint
consultation and consistent action thﬁt may be
increasingly necessary in the field.

The director of the United States Information
Agency (USIA) at that time, Edward R. Murrow, expressed
approval of a privately owned satellite system. Murrow
thought a private enterprise system was satisfactory for
the dissemination abroad of news and information about
the U.S. However, his major concern was getting services
at low ccsts so that the USIA would be able to afford
"them. 2?

This point lead to another question. Would a pri-
vately owned satellite corporation supply low cost services
to the U.N. and special U.S. Agencies such as the USIA?

And would the corporation provide service to lesser

2 1p14.,

250 S., Congress, Senate, Committee on Commerce,
Communications Satellite Legislation, Hearings before .
the Committee on Commerce, Senate, 87 Cong., Second Sess.,
1962, p. 280.
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developed nations even if it meant a financial loss?
These were some of the-Question; raised by those who
opposed the privately owned system.

Senator Wayne Morse (D. Ore.) argued that a.,cor-
poraﬁion éstablished as a profit—makingOenterprise\WOuld
not attempt to furnish these services at a loss, and that
~government regulation would not sufficiently guarantee

26 If a:privately operated system were

these services.
established and profitable, it would be very difficult
if not impossible to éhangehits structure to accommodate
foreigh policy, he said.27 Accordingly, Morse favored

government operation.

Economic Implications

Debates over the economics of a satellite system
were among the most controvér;idl.' bhe biggest question
was wﬁgther the Bpace system would be'profifable, and
if so, whén. As mentioned in chapter two, estimates
ranged from a $100 billion business by 1980 to the pos-

sibility of no profit until 1970.28

26U.S., Congress, Senate, Committee of the Judiciary,
Antitrust Problems of the Space Satellite Communications
System, Hearings before the Subcommittee on Antitrust
and Monopoly of the Committee of the Judiciary, Senate,
89 Cong., Second Sess., 1962, p. 75.

2T1p1a4.

| 2§Asher\Brynes,‘"Big Business in Space," New Republic

CXLVI (April 23,v1962), pP. 9.
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Two major topics in economics were presented: 1)
Can satellites provide a better means of communications
than conventional cable systems and do it at lower costs?

2) How will the cost of satellite communications™effect

N\
the rates charged by the common carriers?

Satellites can be more or less expensive than cables
depending on the demand for service. Mr. Leland L. Johnson

of the Rand Corporation. attempted to clarify this:
The primary importance for which communication .
satellites hold promise is to provide long distance,
primarily transoceanic voice channels at a cost .
lower than that entailed in alternative communi-
cation techniques, such as employment of submarine
cables. Two salient characteristics of nearly all
proposed satellite systems are (1) they embody a
voice-channel capacity large relative to those typi-
cally observed between major cities around the world,
and (2) they entail a large initial cost. In order
.to make the cost per voice channel competitive with
that of alternative transmission techniques, the ,
,demand for communication services must be rela- 29 .
tively high to absorb the large capacity offered.

; There was evidence at that time to indicate the
demahd would be increasing. Overseas telephone traffic
had steadily increased since 1946. If the growth rate
remained gonstant,‘the annual number of overseas messages

would reach ten to twelve million by 1970 and forty mil-

29U.S., Congress, Senate, Committee on Small Business,
Space Satellite Communications, Hearings before the Sub-
committee on Monopoly of the Select Committee on Small
Business, Senate, 87 Cong., First Sess., 1961, pp. 87-88.

'30w1111am\Meck11ng, "Economic 'Potential of Communi-
cation Satellites," Science, CXXXIII (June 6, 1961), p. 1890.
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the 1955 to 1961 period and, based on those increases,
there might be as many as twenty million messages per year
by 1970 and one hundred million by 1980.31 In any case,

a substantial increase in demand was indicated. Either
many gddit}onal cables or a sgtell;te system would.;e

- needed tp meet this demand. The debates centéred around
determin;ng which would be the better investment.

A second topic conéefned rates charged for service.
Hopégﬁlly, the new higp capacity satellite would be able
to provide services at lower costs. Yet, satellites had
‘not yet.been proven capable of performing high capacity
communication skills. Besides technological uncertain-
ties, there remained many uncertainties about establishing
a satellite network. Since no precedent existed; specu-
lation was the only method of forecasting future expendi-
tures and future receipts as well as forecasting the
demand for service.32

With these risks involved, the international common
carriers thought they would be best sulted to take these
risks because of thelr past experience.: The common carrier
conSoréium, which reported in October, 1961, suggested the

satellite corporation be a non-profit one. Instead, they

asked to be allowed to absorb the costs of establishing

3lIbid.Q

- 327p44., p. 1885.
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the satellite system in thelir rate base structure.33 Repre-
senting the FCC,chairman Newton Minow explained the rate-
making process:

Under ordinary circumstances involving the insro-
duction of new facilities, carriers are able to \
include in their general rate bases the relatively
high costs of their existing plant and thus, in
effect, average such costs for ratemaking purposes.
Thereby, a return on the capital invested in the
new facilities is not dependent solely upon the
revenues produced by those facilities during their
initial years of operation. This has the advantage
of facilitating the introduction and application of
new facilities in an orderly systematic manner with
a minimum of impact on rates charged the public.34

Although the carriers seemed to agree to this struc-

ture, there were two positions opposing this plan. The
first related to AT&T's ability to own so much of the com-
mon carrier system and thereby have so much influence over
expenditures and receipts, and subsequently determine the
rate base. Fear that AT&T would contract for equipment
solely with its own subsidiary, Western Electric was
expressed. Contracts made with only one company would
eliminate competition among éuppliers of space equipment
and would be'contrary to the Presidential policy based on
- competition., Not only would competition be eliminated, but
AT&T could be paying Western Electric exorbitant prices

for equipment and, in turn, using these expenditures

33Kather1ne Jonhnson, "U. 'S. Skeptical of Satellite
Ownership Plan," Aviation Week and Space Technology, LXXV
(November 13, 1961), p. 26.

3l'U. S. Congress, House, Committee on Interstate and
Foreign Commerce, Communication Satellites, Hearings before
the Committee on Interstate and Foreign Commerce, House of
Representatives, 87 Cong., First Sess., 1961, p. 403.
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as a baéis for determining rates. In this way, AT&T would
be making profit on both transactions.

Senator Kefauver questioned FCC chairman Minow on .
this possib;lityz Since the FCC has regulatory power ov;g_
rates 1t can 1n§estigate rate structure. .It can also
investigate costs for equipment but does not have legal
power to change'ﬁhese chts, even though it can make sug--
'.gestions for change.. Chairman Minow told of recently con-
ducted investigations into Western Electric prices. The
FCC indicated prices ought to be lowered and as a result,
ﬁrices had been reduced by almost $32 million.35
This reduction indicated that the FCC did have.influ-
- ence over the oﬁerations of the communications ihdustries;
Still, more evidence against FCC effectiveness was sub-
mitted. Until 1960, there had never beén an investigation'
.into 1nternationa1 rates because there were not enoﬁgh

36 This was

people oh the'FCC staff to perform the task.
of particular interest because satellite services would be
international. Past records 1ndic;ted thap charges for
services would be left pretty well to the/controlling com-
mercial company. For this reason, Senator Kefauver and

others doubted the FCC's regulatory effectiveness.

35U.S., Congress, Senate, Committee on the Judicilary,
Antitrust Problenis of the Space Satellite Communications
System, Hearings before the Subcommittee on Antitrust and
Monopoly of the Committee on the Judiciary, Senate, 87 Cong.,

2d -Sess., 1962, p. 283.

361p14.
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The second position opposihg the common carrier rate
structure was that of conflicting interests. The inter-
national common carriers already controlled thé coqyentional
communications systems. If they also controlled thessatel-
lite systém, they would be contfolling two systems in com-.
petition with one another for the same communication ser-
vices, némely telephone, telegraph, data and facsimile.
Since the common carriers:héd stockholders for whom they
had been making a profit, they would be obligated to con-
tinue producing profits by means of conventional systems.
This meant the satellite network would not be used until
the conventional systems were filled.

Mr. John Hartman representing iTT spoke about this
conflict: "I think it is safe to say . . . that the com-
munication carriers will use the mést efficient, least
expensive route available to them."37 This. statement
implied that the communication systems would operate
strictly on cost per service competition. Regardless,
the fact remained that commpn’carriers would own both
' the satellite system and its competitors.

Finally, profit estimations entered the discussion.
If the space communication business ﬁas profitable, and
if only one company operatednthe business, this company

would receive a guaranteed profit. Arguments developed

37Communications Satellite Legislation, testimony
of John Hartman, pp. 212-215.
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challenging the government's right to create this monopoly.
From this challenge evolved the most controversial issue--~

antitrust and monopoly.
!'

Controversy of Antitrust and Monopoly N\

During 1960, overseas telephone.traffic increased

38 Growth and demand in international com-

20 per cent.
municatiéns were so gregt that putting money into satel-
liténresearch, with the'hopes of developing a less expen-
sive system, appeared Jjustified.

 Aécording1y, in April, 1960, the FCC began investi-
gations into commercial satellite ownership. The purpose
of the inquiry was to determine various methods by which
Aall 1ntere§ted companies could participate.39 A report
was ;ssued (FQC docket 1402), which held that ownership
should be limited to the common carriers in the communica-
tions industry. Also.announced was the FEC plan to form
a consortium of internatiohal common carriers to advise

on the corporate structure.uq

The consortium was to report
to the FCC by October 13, 1961.
The American Telephone and Telegraph Company had an

initial plan for the consortium before the first meeting

38"Enterprise in Space," New Republic, CSLV (Sep-
tember 11, 1961), p. 6.

39"FCC Begins Exploratory Probe of Communication Sat-
ellite Issues," Aviation Week and Space Technology, LXXIV
(April 10, 1961), p. 3&4.

uoDallas W. Smythe, "Public Benefit vs Private Prive-
lege," Nation, CXCIII (October 21, 1961), p. 265.
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took place. This plan included.tqtal ownership by the
international common carriers; with the operation being
fully subject to regulatory Jjurisdiction of the FCC.lll
This proposal was supported by RCA, providing a1i~g?rriers
would have access to all communication facilities, par-
ticularly to voice transmission over which'AT&T had a
monopoly.at the t;:Lme.l'2

It was apparent tﬁat AT&T would play a dominant role

~o

in the consortium's decision and would be the largest
investor in the proposed company. At that time AT&T con-
trolled about 80 per cent of international communications
and was expected to contribute about that percentage of
the initial capital for the establishment of thg satellite
‘carporation.“3
As was discussed previously in this chapter, the
consortium d4id recommend a non-profit communications sat-
ellite éorporation, owned jointly by the common carriers.
As wds also pointed out, an initial contribution of $50
million was to be made by AT&T, with other carriers con-

tributing lesser amounts. Each company giving more than

$500,000 would be represented by two board members, and

ulPhi_lip J. Klass, "Joint Satellite System Gaining

Support," Aviation Week and Space Technology, LXXIV (May
8, 1961), p. 34.

42

Ibid.

u3"Satellite Competition Potential Disputed," Avia-
tion Week and Space Technology, LXXV (August 14, 1961),
p. 33.
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the government would name three members. Companies con-
tributing less than $500,000 would collectively have one
member,

It was during investigations in 1962 that FCC chair-

N\
man Minow presented his rationale for the Commissions sup-

port of the common carrier design. The touchstone for

resolving the conflict over ownership was the factor of

4y

"public interest." “Puﬁlic interest" was considered to

be the "universal extension of the benefits of space com-
munication; that 13, improved. tele-communication service

at the reasonable rates to the using public as rapidly as

possible.“"6

- Chairman Minow's rationale was based on the following:

1) - Communication service in this country is fur-
nished by privately owned companies subject to
federal regulation. -

~ 2) Several, companies are involved in international
communications--the major ones being AT&T;

~ Western Union; Hawaiian Telephone Company; RCAj;

~ IT&T; Press Wireless, Inc.; and General Tele-
phone and Electronics.

~.

3) Communication via satellite, though-a new tech-
nology, 1s just another means of providing
international communications. Under no circum-
stances should satellites replace other services,

- but rather a diversification in services should
be maintalined and integrated.

4) The cost of satellites and launch vehicles
makes a Jjoint effort by all common carriers the

“uU. S., Congress, House, Committee on Interstate
and Foreign Commerce, Communications Satellites, Hearings
before the Committee on Interstate and Foreign Commerce,
House of Representatives, 87 Cong., First Sess., 1961, p. 402.

L6

451p1a. Ibid., pp. 402-403.
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only sensible approach to supplying this service
to the public.

5) The common carriers have the experience and
- responsibility of previous international com-
munication services and therefore best know the
needs and demands. These carriers can ‘best
integrate satellite service if they opergte the
' services themselves instead of going to another
party to do so.

6) International communications requires agreements
with other nations and entails various technical
standardization. The common carriers can best
do this through their previous experience.

7) The initial cost of satellite operation will be
high, and this investment can best be financed
through the rate base structure of the common
carriers. U7

Desplite the past experiences of the common carriers

in international communication service, the Justice Depart-.
ment spoke out against this plan and in favor of broadening
the base for ownership. Mr. John James of the Justice
Department requested the FCC seek alternative ownership
plans."8 ’

At that time, the Assistant Attorney General, Lee

Loevinger, speaking for the Justice Department, enumerated
antitrust factors:

" A) To assure competition in the satellite communica-
tion system, if it is to be privately owned,

‘ "7Philip J. Klass, "Commercial Satellite Ownership
Limits will be Reconsidered," Aviation Week and Space
Technology, LXXIV (June 12, 1961), p. 34.

. HB"Justice Studies Carriers Plan for Non-Profit
Satellite Operator," Aviation Week and Space Technologl,
LXXV (October 23, 1961), p. 28.




59

should be so organized that no single company
is able.to dominate the system through ownership
or through patent control;

B) 'All communication common carriers should have
equitable and nondiscriminatory access to the
system; ~

C). All interested manufacturers should have }n un-
restricted opportunity to participate in the
furnishing of equipment; and

D) Research and development conducted under Govern-

' ment contact or supported by publie funds should
be available to all companies interested in satel-
lite communications.

The Justice Department opposed the AT&T and the con-

sortium plaﬁs because it felt these criteria would not be

effectively met. Rather, the Justice Department voiced
approval of a broad-base ownership corporation because it
felt such a plan took into consideration participation by
all interested companies. Competition was thought to be
better supported through this plan.-°

The Department of Justice strictly upheld its opinions
on competition, based upon President Kennedy's policy state-
ment. By excluding aerospace and manufacturing companies
from ownership, the Justice Department voiced concern for

~ fair competition. The communications companies involved

in ownership might subcontract work to their own subsidi-

aries, as indicated by previous records of AT&T.

HQU. S., Congress, Senate, Committee on Small Business,
Space Satellite Communications, Hearings before the Subcom-
mittee on Monopoly of the Select Committee on Small Busi-
ness, Senate, 87 Cong., First Sess., 1961, p. 26.

501p44.
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Representative James ﬁoos?velt (D. Calif.) pointed
this out: 1if AT&T, whose assets of $23 billion were
greater than Standard 0il of New Jersey, General Motors
and United States Steel combihed,hwas given a dominant
position in the satellite system, it could be expe}ted to
do as it had done in the past--namely purchase virtually
every pigce of equipment from its wholly owned supplier,

Western Electric, and cénduct its research in the Bell

-~

Laboré.tiories.51

Senator Wayne Morse emphasized the danger of mono-
'_ poly. ‘Monopolies by definition represent the antithesis
of free enterprise, for they are free from competition.52
Morse maintained that only the governmént would ensure
competitive use of government and private resources needed
to §peedily build the satellitexnetwork.53

United Research attempted to dispel fears of mono-
poly. It suggested the corporation be initially owned by
tﬁe government, with the clear understanding that later
a. private enterprise System would be adopted. Hopefully,
this plan 'would avoid corporate complications.

Confusion and uncertainty prevalled during the com-

munication satellite debates. Whether the issues were

51"General Electric, with Prospects Dimmed by FCC,
Drops Bid for Communication Satellite," Science, CXXXIV
"(October 6, 1961), p. 993.

52"Satellite Competition Potential Disputed," p. 33.
53Ant1trust Problems of the Space Satellite Communi-

cations Sx;tem, Part 2, Testimony of Wayne Morse, p. 70.
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technoldgical, political, economic or legal, there was
difficulty in achieving concensus, which further compli-
cated the problem. This uncertainty pervaded the debates
in Congress and in the leglslatlon proceding th;'Qassage
of the Communications Satellite Act.




CHAPTER IV

S

'LEGISLATIVE HISTORY AND REGULATORY CHANGES\

By December of 1961, many complications héd arisen
concerning the communications satellite system. Several
compag}es had formed individual plans for developing a
satellite network. There were different recommendétions
from special advisory committees and the Consortium for
an initial corporate structure. Nearly every government
agency related to space exploration had envisioned some
organization which would be consistent with its own policy.
Most of the tentative plans called for initial cooperation
between government and private industry in establishing
- a network; however, different. organizational. and oper-
ational plans were suggested. Early in 1962, the many
suggestions for managerial structure were reduced to
three basic proposals.

Senator Kerr's Proposal: Common
Carrier Ownership

The first proposal for a satellite system brought
before the Senate supported communications common carrier

ownership. " On January 11, 1962, Senator Robert Kerr (D.-:

Okla.) intréduced Senate bill 2650 which embodied the

62
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'million be raised through the sale of 5,000 shares of

63

basic ideas set forth by the common carrier consortium in

October of 1961.1

This bill proposed that the initial capital of $500
' \
stock costing $100,000 each. It was stipulated that only
communication common carriers authorized by the Federal
Communications Commission would be allowed to buy stock
in the‘_g.orporation.2

Sincé fhe.stock was not to yleld dividends, the
common carriers ﬁould have been allowed to raise their
rates to;absorb the cost of the stock. This financial
structure was simllar to the original consortium sugges-
tion that the common carriers inves£ in the satellite
system without dividends and without profiﬁ, but with a .
provision that net costs to be included in rate justifi-
cations.3 ' ‘
- The board of directors was to be composed of two

members from each company purchasing a minimum of $500,000

of stock. Two additional members were to be named by the

1U.S., Congress, Senate, Senator Kerr speaking on the
amendment of the National Aeronautics and Space Act of
1958, S. 2650, 87 Cong., 2d Sess., Jan. 11, 1962, Congres-
sional Record, CVIII, 84. P ~

2U'S., Congress, Senate, Senator Kefauver speaking
on S. 2650, S. 2890, 87 Cong., 2d Sess., Feb. 26, 1962,

.Congressional Record CVIII, 2854,

3H. Margolis, "Communication Satellites: Private
Ownership and Public Control, Neatly Packaged," Science,
CXXXV (February 23, 1962), p. 653.



64

users of the system which haq made less than the minimum
$500,000 stock purchase.u

The Kerr proposal had the support of most interna-
tional common carriers. Newton Minow, FCC chalrman, also
supported this plan for it was his opinion and ghe opinion
of the Commission that this corporate structure would most

quick;y and efficiently establish the satellite system.5

The Administration's Bill

Disagreement with Kerr's proposal was voiced by
many. The aerospace companies and the communication
equipment industries wanted a wider ownership base. The
Justice Department repeaﬁedly urged. that ownership be
open to all interested companies as well as private citi-
zens.6 The most influential supporter of this private
owpership plan was President john F. Kennedy. Shortly
afﬁer the Kerr bill was 1ntroduéed in thé Senate, the

Administration proposed Senate bill 2814.7

uU.S., Congress, Senate, Senator Kefauver speaking
on S. 2650, S. 2890, 87 Cong., 2d Sess., Feb. 26, 1962,
Congressional Record, CVIII, 2854.

5"Satellite Ownership," New Republic, CXLVI (March
12, 1962), p. 653.

6U.S., Congress, Senate, Committee on the Judiciary,
Antitrust Problems of the Space Satellite Communications
System, Hearings before the Subcommittee on Antitrust and
Monopoly, Senate on S. Res. 258, 87 Cong., 2d Sess., 1962,
po 27.

7U.S. Congress, Senate, Senator Kerr speaking on the
Administration's Communication Satellite Bill, S. 2814,
87th Cong., 2d Sess., Feb. 7, 1962, Congressional Record,
CVIII, 1847.
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The primary difference between S. 2650 and S. 2814
was ownership. The principle new feature of the Adminis-
tration's blill was the provision for two classes of stock:

Class A. Stock--This would be open to the public

to purchase at $1,000 per share. One million shaxes
would initially be offered, but no individual would
be allowed to purchase more than 15% of the authorized

stock or more than 25% of the outstanding stock. Vot-
ing rights and dividends would be confined to class .

A stock,8
Class B. Stock--This would be purchasable only by
communication common carriers authorized by the FCC.
These 10,000 shares at $25,000 each would not carry
voting or dividend privileges, but rather, the invest-
ments would be included in the rate base.é '
By proposing two equal stock classifications, the
Administration hoped to foster maximum participation in
the corporation, and it also hoped to 1limit the influence
of any one company.10 In addition, the administration set
the price of class A stock at $1,000 in order to limit
speculation by private citizens.tl .
A second major difference between Kerr's bill and the
Administration's proposal was government control. The
Administration stipulated tighter government control on ser-

vice rates and procurement, as well as a more active State

Department role in negotiations with foreign countries.12
81bia. 1bid.
10

H. Margolis, "Communication Satellites: Private
40wnersh1p and Public- Control, Neatly Packaged," Science,
CXXV (Feb. 23, 1962), p. 653.

. l1psg,

12“Kennedy's Satellite Relay Pian," Business Week,
(February 10, 1962), p. 36.

\
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-

The Administration's bill; S. 2814, was introduced
in the House as H.R. 11040. Other similar proposals for
some form of private satellite corporation were embodied
in H;R. 16115; H.R. 10138; H.R. 10747; H.R. 107722\ﬁ.R.
11063; H.R. 10808; and H.R. 10978, all of which came from

the Commiftee on Interstate and Foreign Commerce.

The Minority Oppositioh

T~

The greatest opposition to the private enterprise
proposals came from a small block of senators who wanted
to establish a government-controlled Communications Satel-
lite Authority. Senators Kefauver, Morse, Yarborough and
Gore introduced Senate bill S. 2890 for this purpose.13
Senator Kefauver cited the necessity of extensive
government participation as a primary factor in his deci-
sion to support the Authority. Kefauver noted the govern-
ment would have the following responsibilities:
1) to supervise all relationships with fireign
bodies;
2) to insure foreign participation;
3) to. coordinate research and development;
" l§) to launch satellites;
+5) to insure nondiscriminatory and equitable use
‘of the system; and - ' 14
6) to regulate the ratemaking process.
Acéording to Kefauver, it would be in the public interest

to have the government in control of the entire system to

—

13U.S. Congress, Senate, Senator Kefauver speaking on
the establishment of a Communications Satellite Authority,
S. 2890, 87th Cong., 24 Sess., Feb. 26, 1962, Congressional

Record, CVIII, 2854.

U1p14.
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guarantee that these responsibilities would be effectively
met.
In the name of public interest, Kefauver introduced

bill S. 2890: N
N\

1) to create the Communications Satellite Authority,
an agency of the U.S. Government to own and con-
trol the U.S. portion of the international system;

2) to lease communication channels to those authori-
zed by the FCC;

3) to participate with foreign governments and to

- provide technical assistance to those countries

“"needing 1it; '

) to have a board of nine appointed by the Presi-
dent, four of the members being selected from

. government positions and five from private

: industry;

5) to propose policies and board programs in the
public interest; and

6) to establish an authority with an initial capi-
talization of $500 million in bonds, with the
principle and interest payable solely_from net
proceeds of the communication system.15

t el

Avoiding'a monopoly was the.greatest concern of
}efau?er and his colleagues. Since the government would
'be using the services extensively, use of the satellite
system would be guarahteed. The assertion was that the
government would not be fostering private enterprise
through a private corporation, but rather a private
monopoiy.16
There were two additional bills introduced in the

Senate which took a similarlpoint of view. House bill

-~ L1piq.

] .160.8. Congress, Senate, Senator Gore speaking on the

“"Commercial Communications Satellite System, 87 Cong., 2d
Sess., June 18, 1962, Congressional Record, CVIII, 10748-9.




\

68

9907 was to amend the Aeronautics and Space Act of 1958
to provide for a Communication Satellite Authority under

government control.1? The second bill, H. R. 10629, made

a like proposal.18 .

_ N\
The Administration's Modifled Proposal

As the three proposals were presented to Congress,

.1t became apparent that concessions would have to be made

for any single proposél to gain sufficient support. Attor-
ney General, Robert Kennedy, spearheaded the attempt to

curb the common carrier propdsals by making several compro-

'°mises:'

1) reduction of the price of class A stock from
$1,000 to $100 per share in order to make the
stock more available to the common public; )

2) concession of permitting the common carriers to

- build, own and operate their own ground stations;
the common carriers wanted this concession be-
‘ cause they insisted the ground stations should
- function as a separate unit in the global sys-
tem, and be operated independently;19

3) reduction of the extensive authority of the

U. S. President to direct  and intercede in the
. private corporation; and

4) recasting of the role of the State Department

to that of foreign policy advisor and policy

'17U. S. Congress, House, House Representative W. F.
Ryan speaking on the Communications Satellite System, H. R.
9907, 87 Cong., 24 Sess., Jan. 25, 1962, Congressional
Record, - 998.

18U. S. Congress, House, House Representative

Kowalski speaking on the Communications Satellite System,
H. R. 10629, 87 Cong., 24 Sess., March 8, 1962, Congressional
Record, CVIII, 3794.

19U. S. Congress, Senate, Committee on Aeronautical
and Space Sciences, Senate Reports on Public Bills, Report
for the Committee on Aeronautical and Space Sciences,
Senate Report 1319, 87 Cong., 24 Sess., 1962, p. 5.
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director instead of negotiator with foreign
governments .20
These concessions were made in an attempt to unify

support for a single private enterprise bill. Afier Robert
Kennedy's revisions, the merging of these factions Yegan.
Senator Robért Kerr offered an analysis of this complex
compromise: this is a compromise with which no one 1is
entirely satisfied, but against which there would be no

unified .and vigorous opposition.21

The Congressional
debates subsequent to the compromise did not prove this

true.'

Legislation in the House and Senate

, Modification'of the Administrafion's billlwaé intro-
duced in the House. Discussion arose over ownership of the
ground stations, the State Department's participation and
FCC regulation. The House Committees on Interstate and
Foreign Commerce and Science and Astronautics had reviewed
and approved the bill. It was then passed with minor
changes on May 3, 1962 with the vote of 354 yeas, 9 nays

and 74 abstentions.22

2O"Administration is Ready to Modify Its Stand on
COMSAT," Aviation Week and Space Technology, LXXVI (March
26, 1962), p. 23.

21“Senate Space Committee Agrees on Compromise
Comsat Measure," Aviation Week and Space Technology, LXXVI
(April 2, 19625, .20,

. " 22y, 3. Congress, House, Vote on House Bill 11040,
H. R. 11040, 87 Cong., 2d Sess., May 3, 1962, Congressional
" Record, CVIII 7712.
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Opposing this bill were the senators who supported
the Communications Satellite Authority. Debate in the
Senate ran the entire gamut of subjects from technology to
foreign policy, and all debate was directed at deﬁ&{ng pri-
vate industry's ownership and operation of the satellite
system,

Senator Russell Long (D. La.) attacked the Adminis-
trat{9n's bill as violating the anti-trust laws. He main;
tained avprivately owned corporation created by the govern-
ment woqld violate sections one and two of the Sherman Act
and section seven of the Clayton Act, both of which are

23 '

Another argument against the Administration's bill
opposed the regulation policy. The opposition claimed

the FCC would not adequately regulate space communications

‘because it could not adequately perform the regulatory

aspects'bf domestic communication systems. This conclusion
was based on a 1962 report by management consultants Booz,
Allen and Hamilton, titled "An Organizational and Manage-
ment Survey of the Federal Communications Commission."

This report concluded that the Common Carrier Bureau of

-the FCC did not have adequate resources, facllities, staff,
..or..budget to fulfill its-statutory -obligations. It was

w_.“_hpereforé:boncluded~that~it-wou1d»not-be-possible for this

.‘23U. S. Congress, Senate, Senator Long speaking on
Communication Satellite System, 87 Cong., 2d Sess., August
11, 1962, Congressional Record, CVIII, 16198-9.
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bureau to adequately perform additional regulation in
space communications.zu

Senator Long also suggested the possibility of merger
among the international telephone and telegraph cdmpanies
to provide the most efficlent service. The telegr;Lh traf-
fic was serviced by several companies, while only AT&T

was licensed to handle voice traffic. Long argued that

 the technological capabilities of the satellite pefmitted

integration of the communication systems. And distinc-.
£1ons qomplicating present telephone and telegraph service
should be abolished and placed under government operation
to better serve the pﬁblic.25

Other arguments related to questions pertaining to

ratemaking, the taxpayers vested interest in the space pro-

~ gram and the State Department's responsibility. The issues

were still being debated on the Senate floor in August,
and no solution seemed evident. The legislative process
added many'political and procedural complications, cloud-
.1ng hopes of passing any bill. Opponents of the Adminis-
tratiQn's bill resorted to filibustering and a stalemate

" .ensued.

2uU.S. Congress, Senate, Senator Long on Communica-

tions Satellite System, H.R. 11040 (S. 2814), 87 Cong.,
2%88088., August 17, 1962, Congressional Record, CVIII,
_16830.

25U.S. Congress, Senate, Senator Long speaking on

.—-the Communications Satellite System, 87 Cong., 2d Sess.,

August 11, 1962, Congressional Record, CVIII, 16207.
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Action had to be taken to_side step the more than
200 amendments being proposed by the opposition. Many
people involved in political 1ife, including Secretary
of State Dean Rusk and Secretary of Defense Robert
McNamara, were called upon to-teetify on behalf of\the
Administration's bill.

Ruek assured the Senate that the proposed private

eorporation was in keeping with the policy of the Depart-

—_~-

ment of State. As he had told the Senate Committee on
Foreign Relations, "the corporation . . . is in fact
another e;idence of the pragmatic ability of Americans to
devise new institutions, new techniques and new organiza-
tional forms to meet the practical demands of new situa-
tions."26 Rusk emphasized that the bill pfovided ample
,government protection to insure .the public interest. And
in this regard he urged the integration of governmental
and industrial research.2! |
Tension mounfed in the Senate. The cloture ruling
had been requested several times, and each time it was
denied. Cloture had not been voted in 35 years, but

- after persistent requests, the ruling was'finally brought

26Dean Rusk, "Foreign Policy Aspects of Space Com-
munication," Department of State Bulletin XLVII (August
27, 1962), p. 316.

- 2T1b14.
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to vote and passed on August l”,28

This 1limited the debate
on the Communications Satellite Bill to one hour per sena-
tor, and subsequently brought the bill to a vote.

On August 17, a vote was finally taken, and H.R.
11040 was passed. There were 55 yeas, 11 nays ané\23
votes were not cast.29 The House concurred with the Senate,
and the Communications Satellite Act of 1962 (subsequently
.refgpred to as the Act) was signed into law by President

Kennedy on August 31, 1962.30 This law created a unique

corporgtion--a governmentally created private corporatidn.

Implementing Change

The Communication Aét of 1962 delineates responsi-
bilities of the corporation, the agencies of government
and of the President. Policy and purpose are defined,
ias ﬁell as the corporation's (CéMSAT's) structure. How-
Aever, many of tﬁe responsibilities and definitions were
not made specific because there were many uncertainties

at the time the Act was signed.

' 28"Satellite Bill in Clear," Business Week (August
18, 1962), p. 29.

29U S., Congress, Senate, Vote on H.R. bill 11040,
‘87 Cong., 2d Sess., August 17, 1962, Congressional Record
CVIII, 16926

30U.S. Congress, H.R. 11040, An Act to Provide for
_-.the Establishment, Ownership, Operation, and Regulation
of a Commercial Communications Satellite System, and for
otggr Purposes, H.R. 11040, 87 Cong., 2d Sess., August 13,
.o— 19
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Since August, 1962, action has been taken by the FCC
in an attempt to make the corporation and its functions
efficient and its contracts equitable. Clarification of
stock ownership was the first of these decisions; and it
was made effective December 31, 1962. N

The authorization of common carriers was not made
clear. The FCC decided that all common carriers were
.elig;ble to apply for authorization by the FCC, but they
would‘ﬁot be able to own stock without authorization.
Secondly, stock alfeady purchased by an authorigzed carrier
could be sold or traded to other authorized carriers with-
out first notifying the FCC. However, authorized carriers
could not, under any circumstances,: sell, trade or nego-
tiate stock with an unauthorized carrier without the com-
-mission's permission. This provision was entered as amend-
ment 25.510. |
| ‘ Modification of this regulation becaﬁe effective on
August 10, 1964, upon the FCC's approval or fules in adop-
tion of Docket No. 15495 regarding the -transfer of stock.

This provision stipulated that regulation pertaining to.

.Jthe purchase of stock be applicable until June 1, 1965.

e

Also, an additional statement was added forbidding the
Corporation to take part/in any transaction not approved

by the FCC. This was the first time a specifiic ruling was

made regarding the Corporation's responsibilities 1p stock

purchases and trade.
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'A second point needing clarification was the procure-
ment regulation. The Act merely gave the FCC the responsi-
bilitx of insuring that all services, equipment and sup-
plies be contracted on a coﬁbetitive basis. The procurement
regulations were established to guarantee fair comsétition.
Docket 15123 clarifies the reasoning behind these regula-
tions, which were made effective on February 24, 1964.

_ Incorporated in FCC Focket 15123 are the Corporation's
responsibilities pertaining to contracting. The methods of
procurement are explicit:

"1) formal advertising by competitive bids and awards
as prescribed further in the
a. contents of the invitation for bids,
b. publicizing the invitation for bids,
¢c.. submission of bids by prospective contractors

and 31
- d. evaluation and awards of bids;
, 2) two-step procurement, consisting of the request

for, and the submission, evaluation, and if

o necessary, discussion of, technical proposals
) without pricing; secondly, formally advertised

h procurement limited to contractors submitting32
technically acceptible proposals in step one,
© and

3) negotiation, under the circumstances allowing
negotiation, which are limited to situations
where 1t 1s not feasible or practicable to pro-
cure property or service through either formal
advertising or two-step procurement, or if other-
wise specifically authorized by the Commission.33

31U.S. Federal Communications Commission, Amendment
off Part 25 of the Commissions' Rules and Regulations with
respect to the Procurement of apparatus, equipment, and
services required for the establishment and operation of
the communications satellite system and satellite terminal
—~8tations. Docket no. 15123, Washington, D.C., 1964.

321p14. 331bi4.
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Another important decision included in this amendment
was the listing of situations to which the procurement
rulesAwould be applicable. Any procurement in which the
cost was $25,000 or more would be subject to proeﬁrement
regulation, excepting cost of'utilities, counseling ser-
vices, and government services.3u

In addition to these regulations, the FCC also recom-
mended.cooperatiop with the Small Business Administration
(SBA). The FCC requested the advice of the SBA be sought

even in contracts where the amount was less than $25,000

in order to insure equitable opportunity for all interested

companies.35

Slight modifications in these'procurement regula-
tions were made in February, 1968, when the State bepart-
ment recommended the FCC adopt the international procure-
ment regulations of INTELSAT. '

On February 2, 1968, INTELSAT's Interim Communications
Satellite Committee (ICSC) adopted regulations governing
Procurement.36 The stipulation slightly modified termi-

nology and altered methods of procurement. The two-step

341b14. 351bi4. |

36U S. Federal Communications Commission, Amendment
to Part 25, of the Commissions' Rules and Regulations, with
respect to the procurement of apparatus, equipment, and
services required for the establishment and operation of
the communications satellite system and satellite terminal
stations. Docket no. 12338, Washington, D.C., 1968.
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- method of procurement was eliminated, but two additional
methods were added:'

1) ‘direct source procurement, in which the party
making procurement determines that competitive
procurement is not possible, and \

2) emergency procurement, when timely prior con-
sultation with the committee (FCC) is not
possible.37

The FCC found these modifications acceptable and made
‘them a part of the U.S. regulations.

A third major decision pertained to the ownership
and operation of the ground stations. The FCC had five
possible courses to consider in shaping a policy. Owner-
ship privileges could be éranted to:

1) COMSAT alone;

2) A communications common carrier alone;

3) COMSAT and one or more common carriers jointly;

4) One or more common carriers jointly; or

5) Any other alternatives possible under Section 201
(c) (f) of the Act.38

The FCC decision was in favor of COMSAT, giving the Cor-

poration the sole responsibility for the design, construc-

tion and operation of the three 1nitlal stations. The

reasoning behind this decision was to provide for maximum

’unity among the ground operations and get the network

‘organized as quickly as possible. This amendment became

371b14.

. - 38y.S. Federal Communications Commission, Amendment
to Part 25 of the Commission's Rules and Regulations with
respect to ownership and operation of initial earth stations
" in the United States for use in connection with ‘the pro-
posed global commercial communications satellite system
Docket no. 15735, Washington, D.C., 1965.
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effective June 22, 1965, and was to expire in June, 1967,
unless the Coﬁhission saw fit to change the ruling prior
to the expiration date.39

Modification of this policy was made in December,
1966, at which time the Commission did feel a change was
necessary. The number of earth stations was growing and

the common carriers were 1lnterested in owning and operating

the new stations. After soliciting opinions from the

Corporation-and the authorized common carriers, the FCC
decided that a 50 per cent ownership by COMSAT and 50 per
‘cent ownership by the common carriers would be equitable.
| Whereas COMSAT owned all of.the three initial stations,
it would now own 50 pér cent'of_those and 50 per cent of
the three proposed operations. Quotas for carrier owner-

ship were distributed according to the size of the company

and the location of the earth stations.'?
Coterminous " Puerto Rico-
Company States Hawail Virgin Islands
COMSAT  50.0% 50.0% 50.0%
AT&T 28.5% —— ———
Hawaiian Telephone -—— 30.0% ——
ITTPR-ITTVI ——- ——— 30.0%
ITT : 7.0% 6.0% 11.5%
RCAC 10.5% 11.0% 40.0%
WUl 4,0% 3.0% 4.5%
100.09% - 100.09% 00.0
~  1pi4.

— ¥01pi14., 15735, Room 6Uk.
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Under the rapidly developing satellite system, the FCC

felt tﬁis distribution was most equitable and encouraged
speedy construction of ground facilities.

The final decision issued by the FCC was the‘kgthori-'

zed UsersAdecision. "During April, May and June, 1965,

the Commission received requests from several concerns
(including press wire services, a newspaper, a television
network énd an airline) for information regarding pro-
cedures to be followed in order that such concerns might

be authorized to obtain satellite telecommunication services

‘directly from the Communication Satellite Co:r-poration."u1

A decision had to be made specifying the authorized
users of the Cofpoartion's services; After reviewing the
Act and sbliciting opinions, the FCC drew these ccnclusions:

‘a) COMSAT may, as a matter of law, be authorized to
- provide service directly to non-carrier entities;
Y . b) COMSAT is to be primarily a carrier's carrier and
- > in ordinary circumstances users of satellite fa-—
cilities should be served by the terrestrial car-
- riers,¥* and
¢) In unique and exceptional circumstances COMSAT
may be authorized to provide services directly
to non-carrier users; therefore, the authoriza-
tion to COMSAT to provide services 1s dependent
upon the nature of the service, i.e., unique or
exceptional, rather than the identity of the
user. The United States Government has a special
position because of its unique or national inter-
est requirements; COMSAT may be authorized to
provide service directly to the Government, when-
ever such service is required to meet unique
“governmental needs or is otherwise required in

»RIU.S. Federal Communications Commission, Auﬁhorized

rénﬁities and authorized users under the Communications Sat-
ellite Act of 1962, Docket no. 16058, Washington, D.C., 1966.

*ATLT, Hawaiian Telephone, IT&T,RCAC, WUI.
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the national interest, in circumstances where
the governments needs cannot be effecﬁﬁvely met
under the carrier's carrier approach.
Although the Commission did not intend to authorize non-
carrier users, provisions were made for authorization.
Thésé four topics--stock ownership, procuremegz owner-
ship, earth station ownership and authorized users have
constituted the major decisiéns made by the FCC amending
the Agt of 1962. Other decisions wiil undoubtably be forth-
coming, bﬁt major decisions will probably be withheld until
the Presidential Task Force has repﬁrted its findings.
In the interim, COMSAT is carrying out its duties
according to present law. The relationships of COMSAT

to our industries, the U.S. government agencies and the

~global communicatlions satellite network are complex, and

its problems are multiplying. -

21414,



CHAPTER V N

OPERATIONS iN A COMPLEX STRUCTURE *
The Communicatlions Satellite Corporation has assumed
many rolés since its inception in February of 1963. As a
pri;été corporation subject to governmental regulation,
COMSAT has several responsibilities; its operations are
many-ahd complex. Beslides dispersing business contracts

among private industries, COMSAT must also coordinate

. opgrations with seven government agencies, with'INTELSAT.

and with the communications common carriers.

' Cooperation Between COMSAT and
: Government Agencies

Coordination of COMSAT and government activities is
the responsibility of the U.S. President. Three offices
come - under his Jurisdiction, and all three help to guide
national policy pertaining to COMSAT. '

' The first of these is the National Aeronautics and
Space Council (NASC), of which the U.S. Vice President

~1s chairman. The NASC was created by the Natlonal Aero-

nauticsand Space Act of 1958 but has only been active

) i N . ) \\\‘ ) 81
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since 1961.1 Its primary function is to provide "for
effective cooperation among all deﬁartmgnts and agencies
of the United Statés engaged in aeronautical and space
activities."? .

The second office responsible to the Presidené\is
that of the Special Assistant for Science and Technology,
which has two distinct functions: (lj to coordinate the
sciquglefforts in government agencies through the Fed-
eral Counéil for Science and Technology, and (2) to bring
together_eminent scientists from government, industry and
the universities to advise the President through the
President's Sclience Advisory Committee.3

The office of Emergency Planning (OEP) 1s the third
advisory reporting to the President. The responsibility
for making radio frequency assignments was transferred
't0 OEP from the now defunct Office of Defense Mobiliza-
tion (ODM). As far as COMSAT is concerned, OEP is the
administrator of radio frequencies used'fbr space com-
munications. All of these offices, then, NASC, OEP and
the Special Assistant for Science and Technology, guide
the Presideht in making policy statements pertaining to

COMSAT's domestic and foreign operations.

1U.S., Congress, Senate, Committee on Aeronautical
"and Space, Communication Satellites: Technical, Economic,
and International Developments, Staff Report for the Com-
mittee on Aeronautical and Space Sciences, Senate, 87 Cong.,
-—2d Sess., 1962, p. 13. \

2

l
Ibid. 3Ibid., p. 14. Ibid., p. 17T.



The National Aeronautics anq Space Administration
(NASA) 1is vital to the operations of COMSAT because it
provides. launch facilities for communication satellites.
The National Aeronautics and Space Act of 1958 givesvNASA
the responsibility of planning, directing and conduct;hg
aeronautical and space activities.5 Accordingly, NASA
is to provide launch facilities for COMSAT on a reimburs-

able basis upon request.

-

THeADepartment of Defense (DOD) also has some re-
lationship with COMSAT. The Defense Department is responsi-
ble for "éctivities peculiar to or primarily associated
with the development of weapons systems, military oper-

6 In order

ations or the defense of the United Séates."
to fulfill these duties, the Department of Defense may
utilize communication facilities provided by COMSAT, by
any other common carrier or it may operate through its
own system, the National Communications Systeﬁ (NCS).
It is evident, therefore, that COMSAT is a competitor for
DbD's business. .

In 1966, DOD and COMSAT prepared a contract without
negotiating through the common’carriers._ This contract
later became a test case for the Authorized User decision.

The Department of Defense needed thirty communication

chepnels in the Paciflé. COMSAT offered to supply the

AN
N

- _. SIbido, po‘15- 6

Ibid., p. 16.
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channels at $8,000 per month, which was one-third the price
charged by the common carrlers for the same service.7 The
carriers protested this contract. The FCC ruled in favor
of the common carriers providing they would reduce”their
rates, which they did. The thirty channels have sigbe

been occuplied by the Department of Defense, but COMSAT

has been ordered to yield the contract to the common car-
rier§:§ In this Thirty-Circuit decision, the FCC was very
strict in'ité interpretation of the authorized users ruling,
and COMSAT's attempt to expand its service on its own ini-
tiative was repressed.

The FCQ is given the responsipility for the regula-
tion of thevtechnicél activities of COMSAT. Accordingly,
it has much influence on the carriers' relationship to
COMSAT; rates éharged for service; construction, ownership
and 6peration of earth stations, and the expansion of
services. The future direction of the carriers’and the
COMSAT will be determined by the FCC.

Guidance in forcign affairs is the rcsponsibility of

10

the Department of State. There are two basic functions

of the State Department which effect COMSAT (1) initiating

7"SatellitesGoing Up, Prices Going Down," Business
Week (October 1, 1966), p. 116.

8Communications Satellite Corporation Annual Report
2 7 (February, 1968), p. 1&

9U S. Congress, Communications Satellites: Techni-
cal, Economic, and International Developments, p. 18.

10

Ibid.
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and preparing for ,international conferences on communi-
cations, and (2) meeting with Govérnment-industry committees
in the early stages of planning international meetings to

call attention to relevant foreign affairs.11

The bepartment of State also performs auxilgayy
functions, many of which are directed toward promoting
cooperation among the U. S. and foreign governments. A
special méeting sponsored by the State Department called
togégﬁer‘loo delegates from forty-three foreign countries
for intensive briefings on ground stations. Thls meeting
was held not only to disseminate new information, but
also to encourage more countries to participate in the

INTELSAT program which COMSAT directs.t2

Thus, during
formal agreements and informal meetings, the Department

of State acts as a liaison for international affairs.

COMSAT and International Reiatibns

COMSAT'S board of directors had initial responsi-
biliﬁies of forming not only the domestic Sut also the
international communications satellite system. The first
objective was to secure a segment.of the radio frequency
spectrum for experimental satellite communications. 1In
order to ébtain those frequencies, COMSAT representatives

‘"went to_the 1963 Geneva Conference of the International

1pid., p. 19.

12ugatellites: A Fight at Home. . . . A Hard Sell
Abroad," Business Week (May 21, 1966), p. 4T.
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Telecommunications Union, where revisions in international
frequency assignmnents wvere being made. After reviewing
requests for frequency assignments, the conference awarded
the largest single allocation to the Communicétioﬁs Satel-
lite Corboration.13 This task”completed, COMSAT di;ectors
proceeded with conferences designed to create a workable
international communications organization.

'~ During the remainder of 1963 and 1964, COMSAT offi-
clals and members of the Conference of European Post and
Telegraph (CEPT) met and discussed plaﬂs for an interna-
tional organization. COMSAT sought international partici-
pation in a COMSAT global network, while CEPT representa-
tives insisted on actually owning and operating part of
the system. ‘

The last of these conferences was held in Washington,
‘D.C., in August, 1964. Seventeen nations'drew up two
agreements which created the International Telecommunica-
tions Satellite Consortium (INTELSAT). The first was an
intergovernmental Agreement Establishing Interim Arrange-
. ments for a Global Communications Satellite System. The
second was a Special Agreement concluded among governments
or their designated communication entities. The inter-

gdverhmental Agreement provides that all ITU members may

131 eonard Jaffe, "Satellite Communications of the
’Futuﬁﬁ,"'Telecommunicatioﬁs'Journal, XXXII (May 15, 1965),
p. 194. , T
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Join INTELSAT and that thece agreements willl stay in
effect until reviewed on or before January 1, 1970, when
‘ revigion will be reguipred by ,l:/.w.] L
The Interim Communications Satellite Committee
- (ICSC) was established by the intergovernmental agr;;ment
and is responsible for the design, development, construc-
tion, estéblishment, maintenance and operation'of tﬁe
‘spacé‘segment of the global system.’kThe space segment
includes the communication satellites and the related
equipment needed for tracking, control and command of the
system.15 The ICSC 1s composed of members represented on
a quota basis, with one representative from each member
or group of members whose investment quota is not 1less
than 1.5 per cent of the total operational cost.16

1
1

COMSAT was designated as ﬁanager of INTELSAT by the
initial members, and according to the policies of the
ICSC, will direct the design, establishment,. operation

and maintenance of the space segnent.>!

INTELSAT's Achlevements

Several months of planning by INTELSAT members were

rewarded by a successful launch in April, 1965. The first

1linInternational Conference Concludes Agfeements
Establishing Interim Arrangements for Global Communications,"
— Department of State Bulletin, LI (August 24, 1964), p. 281.

151Ipvig..

v 16y, 8, Government, "International Telecommunications
Satellite Consortium (Intelsat)," Treaties and other Inter-
" national Acts, Series 5646, p. 4.

171p14.
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international communications satgllite, Early Bird (Atlan-
tic I), was put into an elliptical orbit and later maneu-
vered into synchronous orbit 23,300 miles above the equator.
Early Bird was to have an eighteen month service period,

but now, more than three ‘years later, Early Bird is.ﬁtill
providing communication service to North America and
Europe.lB.

The first satellite in the Pacific region was launched

-~

laté in'i966, but it failed to achieve synchronous orbit.
Consequently, it provided only minimal communications
between the U.S. mainland and Hawaii.l®

-Pacific I was the first INTELSAT II satellite, and
it was launched on January 11, 1967; , This satellite,
like the.fbllowing series II satellites, has a capacityv
of 2Mp voice circuits., Service is provided by Pacific I
- ,between the U.5. and the Far East. The sercond satellite
jnzihis éeries was Atlantic II, which was placed in orbit
on March 22, 1967, and it provides service to North

20

America and Europe. The third satellite was Pacific II,

launched on'September 27, 1967, and it provides service

21

for the U.S., Philippines and the Far East. A fourth

) .
INTELSAT II satellite is kept in storage for emergency

needs.zg

1800mmunications Satellite Corporation Annual Report

1261,\ p.jo “\\\ -
—  197p14.  2%pi1a.  ?l1pig. 22

Ibid.
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The“INTELSAT II satelliteq are larger than those now
deployed, having a capacity of 1,200 voice circuits. There
are three satellites planned for this series: one over the
Atlantic, one over the Paciflic and one over the Indian’
Ocean. This series should be completed by mid-1965ﬂ and
will complete the global satellite network.23 For the
filrst time, we will experience complete and instantaneous

world communications.

~

An INTELSAT III 1/2 satellite was planned. It was
to be similar to the INTELSAT III satellites, but this one
was to have a directional antenna, concentrating communica-
tions between North America and Europe. However, before
COMSAT obtained FCC approval of thié satellite, AT&T pro-
posed the TAT-5 transatlantic Qoice cable at the request
of the FCC. The criteria set up by the FCC for acceptance
of the cable were: (1) furnishiﬁg details- which would
clearly demonstrate that the cable would be in operation
by early 1970; (2) agreement to reduction of transatlantic
service rates by 25 per cent; and (3) agreement on the pro-
portipnate fill of the cable and satellite facilities.zu
Prior to the FCC's appfoval of the TAT-5 installa-
tion, there were reports sﬁbmitted by the common carriers

claiming the cable to be the most economical system, while

_COMSAT praised the benefits of the satellite network. The

- 4. 21p44.
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Commission did approve TAT-5, inch was Lo be Jjointly owned
by AT&T, ITT World Com, RCA Communications and WU Inter-
national in conjunction with Portugal, Spain and Italy.25
This approval precluded plans to orbit INTELSAT I¥I 1/2,
limiting INTELSAT's exparision and favoring the conJ%ntional
carriers.

INTELSAT IV satellites are being designed. These
wi;} have a capacity of 5,000 volice circuits, and three or
fou;NﬁiiI bé launched to expand the capacity of the global
network,26

'Sétellites are not the only 1link needed for satel-
lite communications; ground stations are needed to send

and receive signals. The initial stations were located in

Andover, Maine, Goonhilly Downs, England, and Pleumeru-

‘ Bodou, France. Since these stations were erected in 1964;

. —

the number has grown to six;een. INTELSAT. plans to have
forty earth stations in the global network by the end of
1969. 27 |

In the U.S., COMSAT has helped to build six ground
stations, each costing three to five million dollars. The

first three are located in Andover, Maine; Brewster Flat,

25Katherine Johnsen,‘"US Discloses Satellites vs.
Cable Policy," Aviation Week and Space Technology, LXXXVIII
(February 26, 1968), pp. 19-20.

26Communications Satellite Corporation Annual Report

..9._1" p. L \‘\\'
| 27Ibid., p. 9
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Washington; and Paumalu, lawaii. .A second group of stations
is scheduled to be completed at the end of 1968. These
will be. located at Etam, West Virginia; Jamesburg, Cali-
forniag and Cayey, Puerto Rico.28 COMSAT owns 50 per cent
of each of these stations.-}In addition, the Corpora}ion
also owns three portable ground stations which are located
in Maine, Hawaii and the Philippines.29

INTELSAT has obligations in addition to establish-
ing é\;éﬁellite and ground network. The Consortium also
offers technical assistance to underdeveloped countries
which woﬁld like to pafticipéte in the satellite system.
Over forty countries have been alded in planning their
future communication needs.30 '

COMSAT, as the director of INTELSAT, must lead
develqpments-on the international scale. However, COMSAT
}s also responsible for domestic developments in space
research. The Corporation is in the prdcess of building

research facilities in Montgomery County, Maryland. COMSAT

| laboratories will research satellite systems, radio fre-

quency transmission, communications processing, space-

craft engineering and space physics.31
281114, 291b1d. 301p14,
31

, Communications Satellite Corporation Annual
Report 1966 (February, 1967), p. ii.

] . \‘
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International Challenges

COMSAT 1s being called upon to meet domestic and
international challengesf Since INTELSAT has been oper-
ational, the positions of COMSAT haﬁe been clarified by
the Executive Office of the President, the Departmeng'of
State and the FCC: COMSAT is (1) a U. S. corporation
responsible both to its stockholders and for the public
interest; (2) the U. S. representative to INTELSAT, and
(3) fﬁg ménager of INTELSAT. COMSAT accordingly must
face the total of domestic and international problems.

Cdnventional cable systems are being challenged by
communication satellites in the age-0ld problem of vested
interests versus the new technology. The challenge 1is an
economic one. COMSAT has lowered the rates for satellite
servicg a few times, and each time, the owners of the
cables have been forced to lower thelr rates. 1In October,
1966, the common carriers made their first major rate re-
duction in response to COMSAT's‘offer to supply the De-
partment of Defense with thirty voice circuits in the
Pacifié. The carriers offered the following reductions

" in voice circuit rates:3°

32"Satellités Going Up, Prices Going Down,"

N

p. 116.
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1966 Ratec Per Reduced Rate Per
Area Month Month, Oct. 1966
San Francisco-Hawaii $16,922.50 $14,000.00
San Francisco-Philippines 29,026.50
San Francisco-Japan 30,000.00
San Francisco-Australila 30,000.,00 ~
Hawail-Japan 24,000.00 22,300.00

This trend in rates will céntinue as the satellite network
éxpands and pressures the conventional systems to lower
rates, as was the case in the TAT-5.decision.

'»~~;Growth in satellite traffic has not been as rapid
as once hoped; In February, 1968, 534 (55 per cent) of
the 960 circuits available had been 1eased.33 The remain-
ing cifcuits have been used mostly for periodic television
broadcasts. There are several reasons for this slow in-
crease in use of Satellites. Timing has been important.
The number of ground stations has becn slowly increasing
and the global ground network will be'completed during
the 1969-70 period. Installing land lines‘connecfing
grouﬁd stations to the central points of distribution has
also taken time. When the ground stations and inter-
connecting lines are completed, demand for satellite ser-
vice will increase. Additionally, cbnventional carriers

have leased satellite circuits and have been slowly filling

satellites to capacity. The leased satellite circuits are

_ 33Katherine Johnsen, "U. S. Discloses Satellite ys.
Cable Policy," p. 20.

o
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expected to be filled during 1968,. when expansion willl be

needed.3u During this period, INTELSAT III satellites

will be placed in orbit and expansion of the system will

!’

: . N
Meanwhile, an international issue 1is developing over

begin.

the establishment of regional satellite systems. INTELSAT's

present goal is "to establish a single global commercial

‘communications satellite system as part of an improved

~global communications network . . . which will contribute

to ﬁorld‘peace and'understanding."35 COMSAT has been work-
ing toﬁard this end, and its position has been reinforced
by President Johnson as official U.S. policy. Yet, fac-
tions have risen within INTELSAT.

The Europeans have formed their own space research

programs. The-Eurobean Launcher Development Organization

“(ELDO) and the European Space Research Organization (ESRO)

have‘attempted to place a satellitc in orbit. Their satel-
lites have beeﬁ patterned after the INTELSAT series, but |
thelr projects have not yet been successful.36

- The Eqropean countries can choose from three alterna-

tives for using their technoiogy., They can continue to

~develop their own program, turn their efforts toward

!

341h14.

-

35U.S. Government, "Internaﬁional Telecommunications

_Satellite Consortium (INTELSAT),"p. 1.

'36"European Communications Satellite Doomed," in the
New York Times, Sunday, April 28, 1968, p. lu2.
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developing the INTELSAT program or they can insist on the
reorganization of INTELSAT during the 1969 meetings. The
French have suggested a regional system in which INTELSAT
would be changed to a regulatory body for "insuring con-
‘tinuity in a global commdnications satellite system.;nd
preventing interference of regional systems."37 Included
in these proposals were two additional stipulations: (1)
that each nation should be.representedAby government agen-
‘cies and not by private companies like COMSAT, and (2)
fouf private consortiums should be established to finance,‘
.build,.launch and operate the four major systems in phe
global network. The four ‘systems suggested were:
| (1) West Atlantic: to serve the United States,
Canada, North and South America, and across

the Atlantic;

' (2) East Atlantic: to sepve intra-Europe, Europe-
: Africa and Europe-Middle East regions;

'« (3) 1Indian Ocean: to serve Eastern Europe, Soviet
' Union and Indian Ocean countries;

(4) Pacific Ocean: to serve Southease Asia, Aus-
tralia, the Orient and across the Pacific.3

The French are striving for localization of control
and investment and increased regional participation. Also,-
‘the French maintain that tbé Soviet Union might incorporate

its own Molniya Satellitefsystem into this regional plan,

- 37p. E. Fink, "Europe Unifying Policy for INTELSAT
Talks," Aviation Week and Space Technology, LXXXVIII (Nov-
_ ember 27, 1967), p. 69.

381b1a.
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in which the Soviets wéuld have a lqrger influence than
they would have in a single global system directed by a
U. S. Corporation.39 The final form of European policy,
which undoubtedly will be influénced by the French, w$ll
have an effect on the reorganization of INTELSAT in 195@.
COMSAT will be looking toward maintaining a single
system; but in order to do this, U. S. dominance probably
will have to be reduced. COMSAT has recently established

~-

a separate'division within the Corporation for the purpose
of handling INTELSAT'S affairs.uo Before this reorgan-
ization, bofh domestic and international affairs were con-
ducted by the same staff. This division now leaves the
domestic branch with two positions--the first as the U. S.
representative to INTELSAT, and the second as manager of
COMSAT Laboratories. Although the separation reduces the
re§ponsibilities of the domestic corporation; sepafating
dohestic and internatiqnal business might put COMSAT into
a better bargaining position during the 1969 meetings, at

which time it hopes to reaffirh its position as manager.ul

39 pndrew G. Haley, "Competition in Satellite Com-
munications?" Telecommunications Journal, XXXII (August,

1965), p. 323.

40uNew COMSAT Unit to Manage Global Network,"

’Aviation Week and Space Technology, LXXX (January 15, 1968),

p. 39

CMlrpaas .
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INTELSAT's rcorganization will have quite an impact
on the future of satellite communications. DBoth the
demand for satellite service, which wlll be influenced
by the expaﬁsion of cable systems, and the possibidXity of
initiating regional satellite services will effect ;éor-
ganization. The position of regional systems in relation
to the global network will have to be clarified. Rela-
tionships among partners in the system pertainihg to
invessﬁeﬁts'and responsibilities will have to be outlined.

And finally, the appointment of the next manager will have

to be made and the manager's role redefined.

COMSAT Involvement in Domestic Issues

COMSAT must deal with problems on the domestic as
well as the international scene. A domestic counterpart
of the international move for regional satellites 1is
;represented by the plea for private domestic satellite
systems. In 1966, the American Broadcasting Company (ABC)
submitted a request to the FCC for its own satellite to
feed~pfograms to ABC affiliates.l42 The FCC did not grant
this request, but instead asked for opinions from indus-
Yry and COMSAT on this matter; a series of replies fol-
lowed. |

The Ford Foundation proposed the Broadcasters'

Non-Profit Satellite Service (BNS) operate a satellite

.

42upsurth Network," New Republic, CLV (September 17,
1966), p. 13.
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system solely for televislon. The three commercial net-
works, American Broadcasting Company, Columbia Broad-
casting System and National Broadcasting Company, would
pay for the satellite, while educational television woudd
receive free service. In addition, the estimated $30 N
million per year difference between the cost of land
lines and satellite service would be put back into educa-
tional te;gv;sion, which operates on a modest $10 million
yearly budget.u3
About the same time Ford Foundation made its pro-

pgsal, several other industries requested satellites.
Among those submitting requests were some petroleum and
trucking industries and‘the National Association of
Manufacturers.uu

" COMSAT was quick to submit a reply in opposition
to.separate domestic systems. In 1966, COMSAT revealed
a $100 million plan for domestic satellites to include:
(1) wide-band width digital data links; (2) interconnection
of computer links, and (3) educational and commercial

television connections.q5 Since then, COMSAT has offered

a second proposal which 1t beliéves is better and more

431b14d., p. 14.

uuKatherine Johnsen, "COMSAT Reveals $110 Million Plan
for -Mid-1970's Domestic System," Aviation Week and Space
Technology, LXXXV (August 8, 1966), p. 27-29.

-—  W51p44q.
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realistic. The system would cbst about $57 million and
would give completc communication'service to the U.S.,
southern Canada and northern Mexico. DBesides serving
telephone, telegraph, data transmission and broadcasting
needs, this plan also offers frce color transmission ?o
educatlonal stations in each time zone.u6 COMSAT's oppo-
sition to other domestic satellite proposals is based on
its Qlaim to control of the domestic domain according to
the Comﬁﬁﬂiéations Satellite Act of 1962. The FCC has not
yet 1ssued a statement on domestic systems; action on this
matter is.pending until the decision is made.

A second domestic 1issue concerns the merger of the
international carriers. COMSAT is encouraging a merger
of all common carriers in order to make the system more
efficient.u7 The American Telephone and Telegraph Company
presently has a monopoly on international voice circuits,
while several compénies compete for the telegraph and data
transmission business. —The problem among common carriers
i1s interconnection. Seldbm does one company control enough
of the cable system to complete the route 6f a message,
thus interconnection among the carriers is required.

Furthermore, the international carriers deemed

-authorized users, AT&T, Hawailan Telephone, ITT World Com,

- u6"COMSAT Shows its Hand," Business Week (August 5,
1967 )\’ P. 98. .

Y7katherine Johnsen, "AT&T, COMSAT Clash on Merger
Proposal," Aviation VWeek and Space Technology, LXXXIV

\
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RCA Communications and WU Internatignal do all the con-
tracting for international service via satellite. These
companies can choose whether to send the messapge via
cable or satellite, and in this sense, the carrlers are
the controllers and competitors of'the satelllte systegﬂ
This duel role played by the common carriers, coupled with
the necessity for interconnection, - -produces problems and
1neffici§nqies in the U.S. communication network.

Some céﬁmon'carriers have voiced an opinion on
merger. Westerh Union and AT&T have supported a merger
of the ﬁélegraph industries, and Western Uﬁion will prob-
ably concede to a merger of telephone and telegraph indus- ‘

tries, while AT&T will not.”B

As the.only cérrier with
voice grade international circuits, AT&T wants to keep
its' monopoly. However, AT&T officiais have also stated
that. if a merger is recommended, it would'support a total
merger whiéh would abolish the present voice, non-voice
distinction.ug The reasoning behind this 1s that, as
COMSAT proposed, only gomplete merger will correct the

inefficiencies in the U.S. system.

Presidential Task Force

The Presidential Task Force was appointed in August,

1967 for the-purpose of examining U.S. telecommuniCation

- '

 M8ip1a. M91p1a. 5%pig.
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service and policy; the findings.are to be reported before
September, 1968. The declsions of this committee hecaded
by Under Secretary of State Eugene V. Rostow will shape
the future of U.S. conventional and satellite communica-
tion Systems. The report is expec£ed to follow Pré%ident
Johnson's policy for a single global communications net-
work. However, some revisions to present policy are indi-
cated: (1) COMSAT owns 54 per cent of INTELSAT's Stock
and diii'probably be expected to sell some of this; (2)
COMSAT also may be called upon to yield the directorship.
‘The Task Force will also study other pressing mat-
ters: (1) the usé of the electromagnetic frequency spec-
_ trum and how it can be employed most effectively; (2) the
possibilities for a domestic satsllite system; (3) who
should own the domestic system(s) and whether the satel-
lites should serve a specific purpose or be of a multi-
pﬁrpose nature; (1) whether or nct there cshould be a merger

of international carriers; and (5) how will these deci-

sions effect COMSAT and 1ts relationship to INTELSAT.

Observations and Inferences

COMSAT, as a corporation created by Congress, has
been directed to perform certain duties. The Corporation
must organize and operate‘U.S. communication satellites

“and must work toward establishing an international satel-

. 11te~network.\‘COMSAT's efforts in INTELSAT have been
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defined; COMSAT, as manager, has attempted to crcate a
single global satellite network. '

Direction of. the domestic operations has not been
as cleafly stafed. In lcgislating the Act, congreifmen
solved the owﬁership dilemma, but left unclear many Qther
questions. Controversy has risén over the question of
competition with the carriers, the share of the market
between cables and satellites, access to the satellite
system, .ownership of ground stations and the structure of
the domestic satellite system. These controversies have
led tolfurther arguments because COMSAT has attempted to
compete with the terrestrial carriers. COMSAT has assumed
the right to compete because 6riginal'1egislation did not
specify thét it could not. |

Decisions made by the FCC subsequent to the Act
have made it quite clear that COMéAT will npt compete
with but rather be an extension of the common carriers.

A review of the lmportant decisions will focus attention
on the narrowing of COMSAT's business adventures.

COMSAT originally owned all the ground stations and
facilities, a privilege granted by the FCC in June, 1965.
In December, 1966, the FCC modified this decision so that
the cérriers would own 50 pgf cent of the ground neﬁwork.
The next question will be whether the carriers will be
péfmitt?d té own the entire ground network, recmoving sta-

_tion ownership dbmpletely from COMSAT's domain.



The Authorlized Users decicion further resiricted
COMSAT by limiting access to satellite communications to
the international common carriers, except in special cases
of national concern. The Thirty-Circuit decisior refused
COMSAT the right tovdeal'directly with the Departﬁbnt of
Defense, indicating that special cases were not going to

be easily justified. This reinforced the Authorized Users

decision.

-~

AFinally, the TAT-5 decision indicated that the FCC
will attempt to divide communications traffic equally
between the cables and satellite systems. This safe-~
guards the vested interests common carriers haQe in con-
ventional systems and regulates the growth of the satellite
network.

( | The combinatlon of these decisions presents a nar-

~rowing picture of COMSAT's functions, but disagreements
arising in these situations will continue as long aé

- COMSAT's rights and pfiQilegeé arc unclear. Continual
hassles over the expansion of communication systems, the
share of the business and accessibility to the satellites
*have'been'eiésperating for .all concerned. Perhaps the
‘merger of common carriers;@ould alleviate some discontent.

| Delaying the decisibns on the domestic satellite
issue will only lead to further complications, more argu-
_ A

ments. over who will control the domestic system, how

-— traffic will be divided, what kind of satellites should
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be used and how the radio spoctpum will be allocated.

For the answers to these questions, those conccrned must
look to the report of the Presidential Task Force and
subsequent rulings by the FCC. In order to redude the
reoccurring conflicts among the communication 1ndd§tries,'
modified leglslation is needed. Clearer boundaries must
be plach on COMSAT's rights and privileges. And finally,
government agencies dealing with COMSAT, especially the

FCC, éhould fulfill their duty of guiding a precise and

comprehensive reform.



APPENDIX

N,



106

L9/TT 3ut3ssy

ueld PTJOM 0L6T OT3iueT3V X uocasuwe) °9
0°S wmw
o3 COﬁpmowwo v (tuep) 696T OT3UBRIIV X sxlTzeag -G
Lg/2T-usIpul
-3uT398l SJ03 .
~BUIDJIOO) ®OAY (ATnp) 696T ueipul X gguTeRIURG °f
L9/21-u=TouUl \
-3UT293]y SJ09
-2UTpII0) BAJAY (°3d8S) 696T UuBTIpPUL X V'S ‘EUnpag
L2/2T-29TJTo®Rd
-2UT298;] sJd03
-ZUTLJI00) BS (yoamy) g96T OTJITOBd X %% 99JION
TeUOT3RI3dQ ©OTJTOo®Bd pIepuUBq]S-UON gx(UoAgRUIR)) eBITRIISNY °£
19/9 . T
COH DY OT3ueIlV 6961 OT3ueTIV X BUTqUa3aY ¢
L9/9
°0H DY OT3URILy clL6T OTJjuelly X BIJISBTYV T
EZHNOS NOILVHI4O NV300 NOILVLS AHINNOD xx
40 FLva AdvanNvdLs ’
896T 0T ALaenuep y

2.6T HOROMHI SNOIIVIS
HINYE QESOJOMd ANV DNILSIXE 40 HNILSIT

#*DNILSIT dTHOM

\\\




Fle

rivs




107

L9/TT 3urgsan

UBTd PTIOM (ATnpr) 696T uetpul X 2# Sutistey
TeUOT3BJISdAQ OT3URTIY X sxT# 3UuTasTRy
fueuasn 9T
L9/TT SuTj3agy
UeTd PFIOM (ATnp) 6961 OT3UBTIV X ¢# nopcg JansumaTd
TeuoT3eaadQ OFQUBTAY X #%[# nopog Janaunatd
asuray °GT
L9/9
20d DY OTJUETV 0L6T O0T3ueTly X . eTdoTU3ld 41
L9/9
OCH DY OTjUBI3Y 696T OTJUET]Y X Jopendy €T
Le/cT~ueTpur ‘
-ZUT299) sSJ03
-ZUTIDJICO) ®'ady 0.6T ueIpur X Aszm v BOTJIJY 3SBY 2T
L9/TT 2uisasy T
UBTd pPTJaOM 6961 OT3uBIalV X BTQUNTOY °TT
L9/2T-0TJ3To®ed
-5uT3cej sSJ03
-BUTDJIOO) ®say (Yoael) 696T OTIJTORd X #%x(Jo -day) euviuy ‘0T
578701 . -7
0% UCT3EOFTAL (ATnp) 8961 O°T3UERTAY X xx9TTUOD 6
L9/cT-ueipur ; i
-SuTqs9l] SJ09 h .
—EUTPJIOO)D ®BaJay 0L6T ueTpul X . .:oammo. ‘8
. ‘s . - ) PS
"0°S"0°I (*3ny) g96T ©OT3ueTav X #xC# S3BTTTA TTITHW
03 uoT3edITddy TeUOT3BIS40 OT3UBTIV X. #x[# 93BITTA T .
epeue) i)
J08N0s NOILVHAJO NV3OO0 NOILV
40 FLvda Qm¢mzwmm AHINNOD




L9/9

00H PV OTIUBTIY 6961 0T3ueIalY X 3se0) LIOAT ‘hqe
L9/cT-ueipud
-SUuT5393y Suoj .
~-TUTPJCO) B3JY 6961 ueTpPUI X c# outonyg
Teuor3easdp OT3uUBRTaV X #%L# ouronyg
Atear -€2
L9/TT Buti3aap .
UETJ PTJoM 2L6T O0T3uellyY X . I9eJST ‘22
L9/9 -
0CH PV OT3UBT3Y _0l6T OTIUBTIYV - X ueay -°1¢
- L9/2T~9T1ToRd
o ~-3UT153y SJ03
~ -BUTLJI00) Baay TL6T 0TJToRd X -CH
le/e1-wetpur ‘ -
-SUT399 SJ03 ‘
-BUIDJIO0) ®BAJY (Yddeyn) 696T UeTpul X (anunT13ela) xxT# BISSUOPUI ‘02
L9/2T-urTpUur
-Zugase sJa03 - _ .
-QUTPICO) BadLY (Ydaey) 6961 UeTpur X #%BTPUI  °6T
L9/2T-ueTpUT . |
~-2UT393) SJ09 ‘ ;
-BUTPIOO) B3IV 6961 uBfpul X c# ;
L9/2T=°T3ToBd oo )
-3uT3ssp sJ013 ‘ A
-2UIPJ0O) ®BAAY  (AInpr) 696T OTIToRd X- xxT# 3uoy Juoy QT
L9/TT Sut3ssu | - (Y
UeTd PTJIOM 0l6T OT3ueTalv X 90934ad M.wa
qd0¥N0S NOIIVHAJO NV300 NOILVLS AYINNOD -
J0 FALVA . 'QYVANVLS



b \CHIﬂMH uT
SUTj3ea €J03

-mcmuuooo raJIy 696T uetTpur X . 3s®Y ‘ueasifed k€
L9/1T 3uft
=323 U2Tg PTJIOM 2L6T uetpul X c#
L9/9 .
0CH DV 273uUBT3Y 696T O0T3ueTIV X . T# BTJI93IN “-E€
\ .
LS/TT But , )
-332) u=sld PTJICM 0L6T 0TJTo®Rd X . pueTeaZ M3N 43
L9/9
OCH PY 973URI3Y 696T 0T3ueTav X ‘ , 0000Jd0] °TE
07501 | , | : .
03 UCT3EdTTCdY (*3°0) 896T ©OT3IuUBTIY X #xOOTX3W "0¢
LS/2T-ueThul
= nuaam@; SJ073 .
ot —-2UTPJIOO) €say 696T ueTpul X ersferen ‘62
* LId ucueqsT . .
nnomcﬂwcm JaTud 0L6T 0F3uUeIlvV X uourqaI Qe
Lg/L-50H
DY UBsOQ urIpul 6961 ueTpul X , aTemny /2
LS/1 ,
O0H TY¥ 01JTI0Eg 0L6T 0TJ1o®g X . BaJ0y °9¢
Lc/2T~uRrTpuUl
-ZUT3835; sSJI0)
-BUTPJIOO) E3aY (*°3d) 896T ueTpPUI X %% Tyon3euexg
L9/2T-21J1o%8g '
-3UT355 sSJ03 . . . -
-BUIPJOO) BaJdy (UOJER) Q96T OTJIoed X - T xxC# THeaeqr '
Teuotjeaadp OTJTOBd X L , xxT4 Tieaeql
. : o cmmmh. T4
\
FOHNOS NOILVYIJO NVZE00 NOIIVIS .
J0 FALVA AUVANVLS AUINAOD







L16

L9/L °0OH

Py uRasQ rch.m 0L6T uBIOUT X ) 2# oSeasing
TeuoTieaadp OT3UBIIY X # %[ # o3eayng
TBUCTIBJLBGQ OT3uelly pJazpue3s-uoN #x("ISI »pmﬂmow uteds €4
TOTaIY
Inec JO TrJsuan
censeugsog +dag 1.6T ueTpurl X 0TIV YINos  ‘2n
L9/1T 3urt
5281 UBTd PTJIOH 0L6T uetpur X saode3uts "1
L9/9 . :
d0¥ DY OT3UBTIY 696T OT3uUeTly X Hmmmcmm *Oh
L9/9
OCH DY JT3UETIV 0L6T OT3uelly X BIQEJAy TPNES *6E
1G/eT-ueTdul
-Zur38siy sJoj :
-TUIDJIC0) Baay 0L6T ueTpurl X 2# KLeuey
LG/2T-0T3T0®]g .
-SUuTaG8 Sa093 :
-vUIPI0O) ®BSJIY (*ady) 8961 OTJTOo®d X 22 1# Leuey
Teuotdeaadp OTJTOoBd pa2puegs~uoN #¥SOUTAdITTUd -8t
L9/9 o
OCH DV OTJueBl3ly 696T OT3ueIlv X nasg L€
.U.W.O.H -‘ i
03 uoijeoriddy (ATnp) §96T OTIUBIIV X gxoWRURg °9f
L9/2i-uetpul _ /
-SuT392r SJa03 ‘ . |
-BUTPJIOO) BIJIY 6961 ueTpuUI X 3s9M ‘ueqSTHRd : °*GE
q03n0S HOIIVYHd0 NV3D X
a0 arad (o} NOILIVLS AHINNOD

AdVYANVLS



L9/cT-°TJTo®Rd
-SUTaSa SsJa09 A ,
-guIpJoC oo vaay ("AON) Q96T ©OTJTOo®d X Z# nrruned
Teuot3jeaad) OTJTOBd X #%[# nreUNn®d
TruUOTg3eaadp OTJToRd pPIBDURYIS-UON# sxNTEWNE]
LC/Z2T=0TJTIoRY
-2UuT25s] SJO3 _ .
-EUTPJI00S BaaY (*03Q) g96T OTJIo®d X *Te) ‘Sanqgssuep
TruUOTarIad) OTJTOoed X % xI93SMaag
L9/9
OCH PY O°T3UBT3Y ("AON) 8961 ©OT3UBI3Y X OOTY O3juasnd
L9/9 : .
O0CH PV OTIUBTIY (*3°0) §96T OT3ueIly X *eA ‘M ‘welq
Teuoiseaad) OT3UBRTAVY X # gI9A0pUY
S83®'3S Pa3TuUN ‘64
Lo/cT-urTpul .
-ZuTassy sJoj
—BUTDIO oo BaJY (~aey) 696T ueipul - X zxC# KTTTYUOOH
Teuotjeaadg OTIUBTIY X #xT4# LTTTUUOOCYH
TeuoTaeasd() OT3uUeIaY PJIBPUBYS~UONg % o (TSI
UOTSU30SYy) wop3uTy DpoajTun "8
L9/9 , A
OCH TY OT3U=BT3ly TL6T OT3uUeBTlv X oTTanday qeay p3jTun Ly
Lg/TT Sut S :
-328] uTid PTJIOH 2L6T 0T3uUeBT3V X Layanl ‘94
L9/L 90H _ . -
PY7 U=sd) UeTLUT 0L6T ueTpur X ¢# ®BUOEY TS
LG/2T-9T310%d . . :
-Z2uTassl sa0j . . R
—TUIPJIOO) ®BaJY (*adv¥) 8961 OTJITOo®BJ X- #*x[# BUYO®BY TS
TeuoTgraadQ) OTJTOBRg pPIEpUB]S—UON# _ gyPUBTTRUL °Gf
 19/1T But | I A
—3931 URTd PTJIOH 0L6T OT3UBI3Y | X | uepng b
FOENOS NOIIVHHEJO NY3JD0 NDOILVIS

40 dxva - AUYANYIS 4s4n0d




2 .
r<

*SPUUdQUB M3U JO UO[32quawaTduTt
uodn uotjedsdo wodJ pssowsd oq TTTM SBUUIUBR 9S9Y3 3eY3 pajediolaue mﬁ_uH*
At + )

: *0°S°D°TI £q @w>opma<*.

L9/1 o204 !

: o eTquez °T1§
py uesoQ ueIpuT T.61 ueTpul X = \ ,
. ~ : \
L9/1T 2urjesy B .
URTd PTJIOM 696T1 OT3uBI3Y ‘ X Blanzausp (G
\
F0HNOS NOILVNHJO NV E00 NOIIVIS

. . XHINNOD
€0 F1va : AYVANVIS




THE WIHITE -HHOUSE S
MIXSSAGE ON COMiMUNICATIONS POLICY

To the Congress of the United States:

Man's greatest hope for world peace lies in under-
standing his fellow man. Nations, like individuals, fear
that which is strange and unfamiliar. The more we see and
hear of those things which are common to all people, the
less likely we are to fight over those issues which set us
apart. '

[So the challenge is to communicate.]

No ‘technological advance offers a greater oppor-
tunity for meeting this challenge than the alliance of
space -exploration and communications. Since the advent
of the communications satellite, the linking of one nation
to another is no longer dependent on telephone lines, micro-
waves or cables under the sea. Just as man has orbited the
earth -to explore the universe beyond, we can orbit satellites
to send our voices or televise our activities to all peoples
of this globe.

Satellite communications has already meant much in
terms of human understanding.
, . o
-- When President Lincoln was assassinated, it took
twelve days for the news Lo reach London. Britons
watched and grieved with us at the funeral of
John F. Kennedy.

-- Europeans watched Pope Paul speak to the United
Nations in New York--and Americans saw his
. pilgrimage to Fatima. '

- -- The peoples of three continents witnessed the
o meeting of an American President and a Soviet
Premier in Glassboro.

-

The future of thls new technology stirs our imagi-
nation.

113
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In business and conmerce ~-

-- Commercial telephone calls will be carried
" routinely by satellite to every part of the
globe,

-- Rapid and universal exchange of data through
satellite-~linked computers wlll encourage inter-
national commercc. \

-~ Productive machinery can be operated at great
distances and business records can be trans-
mitted instantaneously.

In educetion and health -~

-- Schools in all lands can be connected by tele-
vision--so that the children of each nation can
see and hear their contemporaries throughout the
world.

-- The world community of scholars can be brought
together across great distances for face-to-face
discussions via satellite. '

-~ Global consultations, with voice and pictures,
can bring great specialists to the bed51des of
patients in every continent.

+== The art, culture, history, literature and medical
science of all nations can be transmitted by
p satellite to every nation.

Who can measure the impact of this live, direct
contact between nations and their people? Who can assess
the value of our new-found ability to witness the history-
making events of this age? This much we know: because
communication satellites exist, wé are already much closer
to each other than we have ever been beflore.

But this new technology-—exciting as it 1is--does
not mean that all our surface communications facilities
have become obsolete. Indeed, one of the challenges be-
fore us is to integrate satellites into a balanced communi-
cations system which will meet the needs of a dynamic and
expanding world society. The United States must review its
past activities in this field and formulate a national

communications policy.
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U. S. Activibties to Dote

The Communications Act of 1934 has orovided the blue-
print for federal involvement in the communications field.
That Act, and the [federal Communications Commission it
created, have served our national interest well during one-
third of a century of rapid communications progress.

N\

The Communications Satellite Act of 1962 established -
a frameworlk for our nation's participation in satellite
communications systems. Congress weighed with care the
relative merits of public and private ownership of commer-
clal satellite facilities. The Act authorized creation of
the Communications Satellite Corporation (ComSat)--a private
corporation with public responsibilities--to establish a

commerciat satelllite system.

In 1964 we joined with 10 other countries in the
formation of the International Telecommunications Satellite
Consortium (INTELSAT). Fifty-eight nations are now members.
Each member contributes investment capital and shares in
the use of the system. ComSat, the U. S. representative,
is the consortium manager and now contributes 547 of the
total investment. All satellites managed by ComSat are
owned by INTELSAT--so that commerfcial satellite communi-
cations has from its beginning been a product of inter-

national cooperation.

. Progress has been rapid. Early Bird was launched
in 1965. Now the INTELSAT II series serves both the
Atlantic and the Pacific. Twelve ground statlons--the
vital links for sending and receiving messages--have been

~d o

constructed over the world. Forty-six are anticipated by
the end of 1969.

: Today, just five years ufter the passage of the
Communications Satellite Act and three years after the
INTELSAT agreement, developments have exceeded our expec-—

tations:

== The syhchronous satellite, which rotates with our
globe and thus maintains a stationary position in
orbit, has been developed well ahead of schedule.

Those responsible for U. S. international communi-
cations--with ownership divlided among a number of
surface carrliers and ComSat--now look forward to

- an integrated system which will utilize satellite

v technology.
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== Proposals ave belins disceussed for the estanlichi=
ment of a domectic commmizcntions sotelllto--either
limited to WV transmicolon o ncrvlcing a variety
of donestlic communications usces.

Because we have been tlie leaders in the development
and use of satellite communications, other countries gre
deeply interested in our country's position on the contin-
uation of INTELSAT, and in-the imnortance we assipgn to
international cooperution in the field of satellite communi-
cations.

On February 28, 1967, I dcclared in a messapgc to
Congress: :

. Formulation of long rance policies concerning
the future of satellite communications requires the
most detailed and comprehensive study by the execu-
tive branch and the Congress. I anticipate that the
appropriate committees of Congress will hold hearings
to consider these complex issues of public policy.
The executive branch will carefully study these hear-
ings as we shape our recommendations.

A number of important communications issues are pre-
sently before the Federal Ccmmunications Commission for con-
sideration. Scme of them have heen discussed in the Senate
and House Commerce Committce hcarings on the Tublic Tele-
vision Act of 1967. ComSat and the State Department have
opened discussion of the international questions with our
foreign partners and their governments.

In order to place this important policy area in
perspective, I want “the vicws of the President to be clear.
This mcssage includes a report of the past, & recommendalion
for the present, and a challenge for the future.

Globhal Communications System

Our country is firmly committed to the concept of a
global system for commércial communications. The Declar—
ation of Policy and Purpose of the LOmmunlcations Satellite
Act of 1962 set forth Congressional intent:

The Congress hereby declares that it is the
policy of the United States toc establish, in con-
—~ Jjunction and in cooperation with other countries,
. as expeditiously as practicable a commercial com-
- munications satellite system, as part of an improved
- global communications network, which will be re-
sponsive to public needs and national objectives,
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which will =zerve Lhe comrmnlications nceds of the
United Stateo end other conntrios, and which will
contribute to world peace and undoerstonding,

- The THTELSAT Arrcoment of 196h--to which %8 nations
have now adherced--lcft no doubt as to its purpose. Its
preamble expresczed the desire: ~

. « o+ Lo establish a single global commerecial
communications catelllte cystem as part of an im-
proved global communications network which will
provide expanded telecommunications services to
all areas of the world and which will contribute to
world peace and understanding.

Of course, these agreements do not preclude the
developmcnt and operation of satellite 5Jutems to meet
unique national needs. The United States is developing a
defense system--as will others. But INTELSAT members did
pledge that commercial communications between nations would
be a product of international cooperation.

Today I reaffirm the commitments made in 1362 and
19610, Yie sunp cort the development of a glcobhal cacu,e'ﬁ ol
communications sztellites Lo malke modera cormunications
vailablie to all naticns. A gloval system climinates the
neced for durlication in the space segment of communications
facilities, reduces the ccst to individual nations, and
' provides the most efficlent use of the electro-magnetic
frequency spectrum through which these communications must
travel, .

A global system is particularly important for less
developed nations which do not receive the benefits of
speedy, direct international communicstions. Instead, the
present system of communications-- '

-= encourages indirect routing through major nations
to the developing countries,

-- forces the developing nations to remain dependent
on larger countries for their links with the rest
of the world, and

-- makes internatxondl communications service to
these developing nations more expensive and of
lover quality.

A telephone call from Rangoon to Djakarta must still
go through Tokyo. A call from Dakar, Senegal to Lagos,
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