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Decision. No. 76254 

WORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Suspension and ) 
Investigation on the Commission's ) 
own motion of tariffs covering the ) 
furnishing of background music ) 
servl~e for use with loudspeaker ~ 
paging systems by General Telephone 
Company of California. 

) 

case No. 8871 
(i11ed December 3, 1968) 

A. M. Hart and H. Ralph Snyder, Jr., by 
H. Ralph Snyder, Jr., for General 
Telephone Company of California, 
Resl'Ondent. 

Kaplan, Livingston, Goodwin,. Berkowitz 
& Selvin, by Harry L. Usher and 
Henry ~ollard, for Muzak; ~ierson, 
Ball & DOwd by Robert 3. Hankins,. 
for International Pla~ea Music 
Association, Protestants. 

R.. W. R.ussell, Department of Public 
Utilities and transportation, by 
K. D. Walpert, for City of Los Angeles; 
K!Il, Farrer & Burrill, by Kvle D. Brown,. 
for National Electrical Contractors 
Association, Interested Parties. 

T. I. Toczauer, for Commission staff .. 

OPINION ............ - .......... -..-

On November 7, 1968 respondent General Telephone Company 

of California filed under Advice Letter No. 2102 tariff sheets 

offering on an experimental basis background music service in 

eonjunc:iou with i~s loudspeakiug paging systems in the Sauta 

~~ica Exchange. International Planned Music Association,. whose 

members provide background music service in about 100 cities; 

Muzak, a division of Wrather Corporation; and other firms in the 

background music business protested this service offering. 
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On December 3, 1968 the Commission issued its orclcr 

suspending through April 6, 1969 the tcri£f sheets so filed and 

instituting an investigation to determine if the suspended tariffs 

are unreasonable or unlawful. By Decision No. 75443 dated 

:t-<'.a.rch 18, 1969, the period of suspenSion was extended to, and 

tncluding October 6, 1969 • 

.After due notice, a public hearing was held before 

Examiner l~in on April 23, 24 and 25, 1969 in Los Angeles. During 

the course of hearing Muzak petitioned for a proposed report by 

the presiding officer, and by letter dated May 2', 1969 the 

Commission informed the parties to the proceeding of its decision 

not to authorize the proposed repo~t. Concurrent opening briefs 

were filed on June 17, 1969, clOSing or reply b=ie:s on July 

1, 1969 and the matter is ready for decision. 

The Proposed Servic:~ 

R.espondent proposes to provide 24-hour background music 

service to its loudspeaker paging service customers in the Santa 

~1onica Excba nge at a monthly rate of $15 after an initial :lOll­

recurring charge of $20. l'be proposed service is offered on an 

exper~ental basis to test public need and the level of estimated 

costs of rendering this service. Absent the suspension, the t.:l=iff 

would have been withdrawn January 9, 1970, unless sooner cancelled, 

changed or extended. 

The .o.bove specified rate and initial charge for 

background music se~ice is intended to reflect costs, as 

developed in Exhibi: No.2, which ~re incr~ntal to res?Qndent­

provided loudspeake: paging syst~ znd such est~ted costs 

are based upon service in both the Santa Monica and West Los Angeles 
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Exeho.nges. The latter exchAnge was included in the development i'O. 

order to make the costing of the service more represeuutivc of an 

ulttmate system con:1guration of equipment and facilities, which 

respondent would foreaee, in a general or mo~e extensive service 

()ffering. In the configuration used, equipment to provide back­

ground music from a central source including the tape player 

(SCA-3l42 Metroteeh MUsic System) is loea:ed at the Santa Y~iea 

Central Office. Feeder music channels or circuitry link the central 

source to the Ocean Park, Bundy, West I..os Angeles and 'Westwood 

central offices, where amplification is provided. Music channels 

are provided from the ceutral offices to respondent-provided 

loudspeaker paging system customers. 

The rates and charges for amplifiers ~nd speakers over 

which the music would 'be received" on the customer's pr<::mises ar-z: 

specified in respondent's existing tariff for loudspeaker paging 

service. Under that ta.riff the monthly rate for the basic five­

speaker paging system is $15. 

The Background Music Industry 

By making the proposed service available to its 

louc1speaker paging service customers iu the Santa Monica Excb.a.nge, 

respondent would enter the background music business as an 

experimental venture. 

According to the protestants, the background music 

industry is highly competitive. It has developed over a period of 

many ye:;:.rs anG. is comprised of companies which range iu size from 

one and two m.a.n operations to large nationally listed companies 

such as Mitmcso~ Mining and Manufaet-uring Compa.ny and Wrether 

Corpo=ation. 
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Background music services arc subject to public 

performance and mechanical reproduction licenses and offer what i~ 

described in the applicable BMI public performance license as 

If ••• unobtrusive Olccompa.nimcnt to work, shopping, convcrsa.tiou, 

dining and relaxation." A wide range of qua.lity of service 

appears to be avail~ble in the marketplace. Prices for background 

music service appear to start at about $25 per ~onth for a 

s~ple, single speaker system and go up to four figures as monthly 

rates to some :najor accounts b.l.ving extensive installations 4nd 

requirements. 

C~r~cterist1eally, a background music operetor 

produces music programs from records or magnetic tapes at 4 

central studio and transmits such progr~ from the ~tudio to 

its customers at v4rious locations throughout a city or 

metropolitan area. FM multiplex broadcasting or telepbonelines 

may be used for such transmission. 

In the Santa Monica area sixteen companies provide 

background music service. Because of difficulties encountered 

with F.M multiplex transmission to portions oi this area, tele?hor..e 

lines are used to provide this service to customers in the 

cauyons, valleys and along the seashore. To the bac!<:ground lli.tlsic 

operator, 1:hc 1:elepbonc line charges can be a significant portiolj, 

of his costs .. 

Posi~ion of Respondent 

Respondent contends that (1) baekground music ::er\.-::"ee 

becomes & public utility service subjec~ to the jurisdiction of 

the COmmission if of:ered by resp~dent, (2) the proposed =ates 
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and charges for background music are reasonable, especially iu 

view of the experimental posture or basis of the service offering, 

and (3) the background music offering is a logical move in order 

to enhance the value of its loudspeaker paging service ~o its 

customers and is consistent with its goal of providing complete 

communications services. 

Position ~f Protestants 

Protestants' principal concern is the competition 

respondent's entry into this field woule pose for them. Included 

among their numerous c~utentions in opposition to the proposed 

service are: (1) the lack of public need for it, (2) unfair 

competition through unrealistic cose~g of the proposed service, 

through rates for private line services to background music 

companies which are incompatible with ~he costing of ~ic channels 

for respondent's proposed service, aud through providing services 

essential to background music companies while competing with them, 

(3) service inadequacies in respondent's overall telephone service 

which should be remedied before undertalcing any venture into the 

background music fiel~ where the need is already beiug met by the 

private sector, and (4) inadequate investigation and knowledge of 

the background music busiuess. 
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Findings 

It is unnecc$s~ry to examine each of the many conten­

tions, since the following findings based on the evidence pre­

sented and on Decision No. 75873 suffice to determine this matter. 

1. Consonant with its sta~ed policy of providing a more 

complete communications service, respondent proposes a background 

music service offering, as set forth in suspended tariff sheets 

Nos. 7.1 and 17_1 of Schedule G-l8, to augment tbe utility of 

its loudspeaker paging systems. 

2.a. A public need has not been shown for respondent's 

proposed background music service. 

b. Whatever need exists for b~~kground music service is 

being met by background music service co~panics. 

3.a.. Background music service companies subseribe te ~rivate 

line service for music channels under respondent's Schedule 

No. G-5. The monthly rate for each channel is $3.50 for first 

one-quarter mile and $1.25 for each additional one-quarter mile, 

airline me&surement. Such r~tes relate to and are not greatly 

diffe=ent than the rates for respondent's other private line 

services. 

b. The estfmated cost of the music channel or private line 

for respondent f s proposed service is $2.72 per month ~sed en an 

assumed average of three miles of cable loop or music channel 

from the serving central office to the loudspeaker paging sys:em 

customer and on annual charges of '$10.90 per mile of cable. The 

$2.72 figure is a p~rt of the $15.00 ~th!y rete for background 

music service as developed by respondent. 
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c. !he principal physical difference in the cable circuitry 

in providing music channels under Schedule G-5 and under the suspen­

ded tariffs is the loop from the ce.c.tral studio of the background 

music company to respondent's serving c.en:ral office .. 

d. ,Notwithst3nding the additional caole loop required to 

provide service by a background mus ic company, there remains a 

serious question as to whether or not the rates under Schedule G-S 

would become prejudicial if respondent's suspended tariff offering 

were to become effective. Clearly~ the rate design used in Schedule 

G-S is incompatible with the design of the comparable portion of 

respondent's rates in the suspended tariffs. 

4. a. Respondent's knowledge of the background music business 

and its estfmates of operation and mafntenance expenses for the 

proposed service appear to have been formulated without study in 

reasonable depth. 

b. Respondent's offc:ing this service on an experi:menta1 

basis does not diminish the need for performing necessary 

investigations .. 

c. Respondent ~s failed to show that the rates proposed =or 
this service are reasonable. 

5.a. In Decision No. 75873 dated July 1, 1969 in Application 

No. 49835 and Cases Nos. 8682, 8749 and S750~ the Commission's 

findings wit:h refe:ence t:o respondent:' s serviee i'O.cluded the 

following: 

"General's service is in.adeq'Uate. Its service, 
instrumentalities, equi~t, and facilities do 
not promote the safety) health, co~o=t, or 
convcuience of its p.:ttrous, employ~es, or the 
public. " 
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b. In the absence of a demonstrated public need for 

respondent's proposed background music service, it is not iu the 

public interest for respondent to undertake e venture in this 

field; respondent's efforts would be better devoted to upgrading 

its basic telephone service. 

Based upon the foregoing findings, the Commission CO'::l­

cludes that respondent's proposed background music service 

offering is not iu the public interest, that the tariff sheets 

filed under Advice Letter No. 2102 on November 7, 1968 should be 

permanently suspended, and that Case No. 8871 should be discontinued. 

ORDER --.- ..... ~ 

II IS ORDERED that: 

1. The suspension of the following tariff sheets of Gcne::z.l 

Telephone Compauy of California is hereby made permanent: 

SCHEDULE CAL P .. U.C. NO. G-1S 
3. 5th Revised Cheek Sheet A 
b. Original Sheet 7.1 
c. Original Sheet 17.1 

2. Case No. 8871 is discontinued. 

The effective date of this order is the date hereof. 

Dated a1; __ Sa.n __ Fra.n __ Cl_~_O __ , California, this bP,()U day 

of SEPTEMBER , 1969. 
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