
Exploding The Phone
www.explodingthephone.com
Bibliographic Cover Sheet

Title FCC Plans a Wide AT&T Inquiry

Publication New York Times

Date 1971-01-22

Author(s) Lydon, Christopher

Abstract FCC announces a comprehensive investigation of AT&T's request for a
major rate increase as well as its "mounting costs, charges of
discriminatory hiring practices and the company's control of the
Western Electric manufacturing subsidiary."

Keywords FCC; Western Electric; discrimination

The following pages may contain copyrighted material.  We believe that our use of this material for non-commercial educational and
research purposes constitutes "fair use" under Section 107 of U.S. Copyright Law.  If you wish to use this material for purposes that
go beyond "fair use," you must obtain permission from the copyright owner, if any.  While it will make us slightly sad to do so, we
will nonetheless comply with requests from copyright owners who want their material removed from our web site.



Published: January 22, 1971
Copyright © The New York Times

F:C.C. Plans a 1lVide A ... T.8?T. Inquiry 

By CHRISTOPHER LYDON 
S;>ecl al I'O T he :-:ew Yo.rk T ime• 

WASHINGTON, Jan. 21-Thej 
Federal Communicatiqns Com·[ 
tnissidn announced tonight a 
comprehensive investigation of 
the American Telephone and 
Telegraph Company. The F.C.C. 
\Vill examine not only A.T.&T.'s 
request for a major rate in· 
crease but also its mounting 
costs, charges of discriminatory 
hiring practices and the com· 
pany's control of the Western 
Electric manufacturing sub-
sidiary. · I 

The new inquiry, which could 
take a year or more, was 
prompted by the massive public 
objections to A.T.&T.'s applica
tion for rate increases worth 
$535-miJiion and by the Equal 
Employment Opportunity Com
mission's charge last n1onth 
that the national system of Bell 

. ' 

Telephone CoJnpanies practiced 
r"pervasive, syst~mwide dis· 
crimination in · employment 
against women, Negroes, Span· 
ish-surnamed Americans and 
othet· n1inorities." 1 

The F .C. C. authorized the 
phone company to impose lesser 
rate increases, worth a pro
jected $250-million in annual 
revenues, effective next Tues
day. But it also required an ac
counting separation of the in· 
crease so as to permit refunds 
to phone customers if further 
examination found the new 
rates unwarranted. 

·The commission said it would 
"vigorously pursue" the dis· 
crimination charge but that it 
was not inclined to relate the ' 
matter to the economic issues, 
as the Eqval Employment 0!)· 
portunity Commission had sug
gested. 

"No showing has been made, 

I . , 
I or eyen attempted, as to any 
logical . or functional relation .. J 

ship between rate . levels and 
!the company's . ·policies and ! 
·practices in the matter 6f equal I 
employm~nt opportunity,'• the 1 

· F.C.C. sa1d. I 

The F.C.C. decision was sup· 
ported by all six commissioners 
who considered it. Commis· : 
sioner Nicholas Johnson wrote i 

I 

a concurring statement that l 
emphasized the importance of 
examining A.T.&T.'s costs. 
Thomas ffouser, appointed to 1 

the comn)ission this month. did I 
not participate in the case. 

The new inve'stigation, the ; 
commission indicated, will tlke j 
up for detailed analysis many 
of the issues that were sched· /

1 

uled but . never pursued in an 
1 F.C.C. inquiry that began in 

1965. 
The .first phase of the newl 

study will deal with A.T.&T!s 
authorized rate of return, or 
profits, which the company 
·wants raised from 7.5 per cent 
of its investment to 9.5 per 
cent. 

But the rate of return ques
tion will be pnly a beginning. 
Commissioner Johnson noted, 
for example, that the growth 
of the company's expenses had 
·a far greater impact on cus
tomers, phone bills. 

uof the total amount paid 
by the subscrib~rs," Mr. John· 
son said, "something on the 
order of 80 per cent represents 
costs rather than profits." 

The commission noted "an 
unusually sharp upswing" in 
the phone company's operating 
expenses - up nearly 16 per 
cent for the first nine months 
of 1970 over the comparable 
period of 1969. . . 

The new study wlll examme 
once again "the regulatory 
problems posed by the integra-i 
tion of Western Electric into! 
A.T.&T.'s corporate structJ:Ire.'' ' 
The hearing order made no spe· 
cific mention of the wisdom of 
integration or divestiture, · but. 
said it would seek to · find out 
why Western Electric should 
be allowed to make . a higher 
rate of return than it had 
authorized for A.T.&T. as a 
whole. . 

1 The new investigation will 
:also seek to determine whether 
· A.T.&T. has put the proper 
I prices on its different cate-
1 gories of service- business 
, services, for example, as op
' posed to home. telephones . . It 
will look for evidence of pnce 
:discrimination, including the 
! use of the voice telephone mo
nopoly to make the company 
more competitive in other spe· 
cialized fields. 


