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Chronology

First complete sentence transmitted by telephone.

First conversation by overhead line, 2 miles—Boston to Cambridge.

30,872 Bell telephone stations in the United States.

Conversation by overhead line, 45 miles—Boston to Providence.

Conversation by underground cable, 1{ mile.

Conversation by overhead line (hard-drawn copper), 235 miles—Boston to New
York.

211,503 Bell telephone stations.

Conversation by overhead line, 900 miles—New York to Chicago.

676,733 Bell telephone stations owned and connected.

First conversation by long-distance underground cable, 10 miles—New York to
Newark.

Conversation by underground ecable 90 miles—New York to Philadelphia.
5,882,719 telephone stations in Bell System.

Conversation by overhead line, 2,100 miles—New York to Denver.
Conversation by overhead line, 2,600 miles—New York to Salt Lake City.
Conversation by underground cable, 455 miles—Boston to Washington.

First conversation by transcontinental line, 3,650 miles—Boston to San Francisco.
Speech transmitted for the first time by radio telephone from Arlington, Va.,
across the continent to Ban Francisco, over the Pacific to the Hawaiian Islands,
and across the Atlantic to Paris. ;

12,601,935 telephone stations in Bell System.

Conversation by deep sea cable, 115 miles—Key West, Fla., to Havana, Cuba.
President Harding's inaugural address delivered by loud speaker to more than
100,000 people.

Armistice Day exercises at burial of unknown soldier delivered by means of
Bell loud speaker and long lines to more than 150,000 people in Arlington, Va.,
New York and San Francisco.

Ship-to-shore conversation by wire and wireless between Bell telephones in
homes and offices and the S.5. America 400 miles at sea in the Atlantic.
Successful demonstration of trans-oceanic radio telephony from a Bell telephone
station in New York City to a group of scientists and journalists in New South-
gate, England.

First broadcasting of a presidential message to Congress, December 6.

Pictures sent by telephone circuit from Cleveland to New York and from New
York to Chicago.

Nation-wide mobilization of communication by wire and wireless for the United
States Army on Defense Test Day.

Firgt telephone cable New York to Chicago put into service, October 1.
Two-way radio telephone conversatign between New York and London.
Commercial trans-oceanic radio telephone service opened between New York
and London; later extended to all points in the United States and Great Britain.
Service to principal cities in Mexico established.

Television demonstrated, by wire between New York City and Washington,
D. C., and by radio between New York City and Whippany, N. J.

18,365,486 telephone stations connected in Bell System.
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Report of the Directors
of

American Telephone and Telegraph Company

New York, March 2, 1928.
To THE STOCKHOLDERS:

During the year 791,000 additional telephones were put
in service, making the total number in the United States inter-
connected in and with the Bell System at the end of the year
18,365,000. At the same time that telephone service has thus
been enlarged, the limits of telephone communication have
been extended and it is now possible generally to telephone
from anywhere in the United States to anywhere in Canada,
Cuba and Great Britain, and to many of the principal cities of
Mexico and continental Europe.

Quality, speed and dependability of service have been
definitely and substantially improved and a new standard
has been set for telephone service in keeping with the increas-
ingly higher standards of living and material comforts which
this country enjoys.

To care for this growth in business, for improvements in
service and for betterments and replacements of plant, $377,-
000,000 was expended on new plant construction. At the
end of the year the Bell System had plant and other assets
amounting at cost to $3,457,000,000 devoted to furnishing
telephone service to the people of the United States.

While extending and improving the service, every effort
has been made to keep down its cost.

The American Telephone and Telegraph Company at the
end of the year sold to its Associated Companies the telephone
instruments which have previously been furnished and main-
tained by it for those companies, and at the same time re-
duced the charge to its Associated Companies under its con-
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tract for services from 4 per cent. to 2 per cent. of the gross
telephone revenues of those companies.

Effective December 1, 1927, a further reduction was made
in long-distance rates, amounting to a saving to the public
of approximately $1,500,000 a year. Increased use of long-
distance is due for the most part to improved service. This
reduction in rates will, however, tend further to increase its use.

The Western Electric Company, Inc., which manufactures
the telephone equipment for the Bell System, practically all of
the capital stock of which is owned by the American Tele-
phone and Telegraph Company, made substantial reductions
in prices during the year.

A special cash dividend of $47,938,865, representing profits
accumulated by the Western Electric Company, Inc., over a
period of years in its foreign business which was sold in 1925,
and in other fields of activity apart from its business with the
Bell System, was received and has been added to the surplus of
the American Telephone and Telegraph Company. Its ulti-
mate investment in the telephone plant will still further aid
in keeping down the cost of telephone service.

Statement of Policy

The very nature of the telephone business necessitates
a single interconnected system. Such a system is provided by
the American Telephone and Telegraph Company and its
Associated and Connecting Companies.

The American Telephone and Telegraph Company accepts
its responsibility for a nation-wide telephone service as a
public trust. Its duty is to provide the American public
with adequate, dependable and satisfactory telephone service
at a reasonable cost. To attain this end, it is the policy of
the Company to pay only reasonable regular dividends and,
for part of the new capital needed, to offer from time to
time new stock to its stockholders on favorable terms, for it
believes this method of financing will provide the money
needed for the business cheaply and with more certainty in
good times and bad than any other.

The safety of principal and regular dividends have been
the compelling motives that have led to the widespread owner-
ship of the stock of the Company. At the end of the year there
were 423,580 stockholders, an increase during the year of
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24,459. No one of these stockholders owns as much as one per
cent. of the capital stock. This nation-wide ownership of the
American Telephone and Telegraph Company means owner-
ship of the Bell System, for, taking the associated operating
telephone companies as a group, the American Telephone and
Telegraph Company owns 93 per cent. of their common stock,
and in the case of the Western Electric Company, Inc., it
owns 9814 per cent. of the stock. Dividends paid to the
American Telephone and Telegraph Company by these com-
panies, together with profits earned from its long-distance
lines, are used for the payment of the regular dividends to
the American Telephone and Telegraph Company stockholders
and the protection of their investment. There is, in effect,
one profit paid by the System and that profit is not and
should not be large. The aim of the management—and it
is the only aim that will protect in the long run the safety
of the investment of the hundreds of thousands of stock-
holders—is to continue to furnish the best possible telephone
service at the least cost to the public. Extra or special divi-
dends are entirely inconsistent with this aim and would be
unsound. Earnings must, of course, be sufficient to permit
the best possible telephone service at all times and to provide
a reasonable payment to stockholders with an adequate margin
to insure financial safety. Earnings in excess of these require-
ments will either be spent for the enlargement and improve-
ment of the service furnished, or the rates charged for the
service reduced. This is fundamental in the policy of the
management. :

During the past five years construction expenditures for
additions, betterments and replacements have amounted to
$1,800,000,000. During the next five years it is expected that
further expansion of the telephone business, as well as further
improvements in the service, will require the expenditure for
construction of approximately $2,000,000,000. In spite of
the increasing complexity of the business that necessarily
results from this process of expansion year by year, it is ex-
pected, due in no small measure to the policy outlined above,
that this program can be carried out without an increase in
the cost to the public of telephone service.

This does not mean, however, that adjustments in rates
will not have to be made where revenues are less than adequate.
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It cannot be expected that the business in those sections will
be carried on by earnings from other sections. It is obvious
that each section of the Bell System should earn enough in
good times and bad to be able to give satisfactory telephone
service and provide telephone facilities to meet the growth of
the country. Beyond that the Bell System has no incentive for
profit. Up to that point it must earn in order to furnish tele-
phone service on an American basis to the American people.

Progress in 1927

The gross operating revenues of the Bell System for 1927
were $894,699,000 or an increase of 8.7 per cent. over the
previous year. At the same time the average investment in
plant devoted to furnishing service increased 10 per cent.
The net earnings available for interest and dividends, ex-
clusive of the $47,938,865 special and non-recurring dividend
from the Western Electric Company, Inc., were at the rate of
6.4 per cent. of the amount invested in plant and other assets.
This compares with the rate of net earnings of 6.6 per cent.
in 1926.

Local service has been made more accurate, and while
it is largely due to busy lines or failure to answer on the part
of the subscriber that telephone calls are not completed,
special efforts have resulted in reducing by five per cent. the
number of calls that failed of completion on the first attempt.
This means a better handling of over 200,000,000 calls a
year.

It is necessary, pending new issues of telephone directories,
to furnish through “Information” telephone numbers and
other similar information to subscribers on about 700,000
calls a day; also, 1,500,000 calls a day have to be referred to
special operators, due primarily to changes in telephone num-
bers and addresses. Substantial improvement has been
effected in the handling of these calls.

About one-fifth of the telephones in the System obtain
service through private branch exchange switchboards which
are operated by employees of the subscribers. Obviously,
their operation is an important factor in the general telephone
service. Attention has been particularly directed to assisting
these subseribers to the fullest extent practicable in order to
insure the satisfactory operation of these switchboards.







