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Report of the Directors
of
American Telephone and Telegraph Company

New York, March 1, 1929.
To THE STOCKHOLDERS:

During 1928 the Bell System generally has improved tele-
phone service, kept down its cost to the user and at the same
time installed plant and equipment sufficient to care promptly
for new business. Contributing to this end the American
Telephone and Telegraph Company has prosecuted diligently
its research, development and engineering for better means and
methods of telephone operation, and for greater efficiency and
economy in the maintenance and construction of telephone
facilities.

The Bell System revenues from local exchange service in-
creased $40,000,000 or 6.6 per cent over the previous year, and
revenues from toll and long-distance service increased $38,-
000,000 or 14.1 per eent. The increase in total operating reve-
nues was $80,700,000 or 9 per cent. Due in part to additional
expenditures for better service, total expenses increased 8.8 per
cent and the investment in plant and other assets increased
10.7 per cent. The total plant and other assets at the end of
the year amounted to $3,827,000,000. The net earnings for
the year of $242,700,000 were at the rate of 6.6 per cent on the
cost of plant and other assets.

In accordance with the policy of the Company to pay rea-
sonable and regular dividends only, and for part of the new
capital needed to offer additional capital stock to the stock-
holders on favorable terms, quarterly dividends of $2.25 a share
were paid during the year, and an offer at par of $185,863,000
of stock of this Company was made to stockholders of record
June 1, 1928, More than 264,000 subscriptions were received
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for this new stock. ~The money from this issue is being used
by the Associated Companies of the Bell System and the Long
Lines Department of the American Telephone and Telegraph
Company for plant and equipment. Due partly to this issue
of additional stock, the number of stockholders of the Com-
pany increased from 423,580 at the end of 1927 to 454,596 at
the end of 1928. The average number of shares held per
stockholder is now 28.

During the year $428,700,000—more than $1,000,000 a
day—was expended on construction. While for the most
part this was for facilities to take care of new business, a con-
siderable portion of it was to provide better facilities to improve
service. This expenditure for plant was the largest that has
ever been made in one year.

The expenditure for 1929 is expected to exceed this amount,
and for the next five years will undoubtedly be well in excess of
the $1,900,000,000 spent in the past five years.

There were 798,592 telephones added to the number owned
and operated by the Bell System, and at the end of the year
19,200,000 telephones in the United States were inter-con-
nected in and with the Bell System. Approximately 4,300,000 of
these were telephones of independent connecting companies—
some 8,300 different telephone companies and 30,000 farmers’
lines.

The transatlantic telephone service, originally established
between the United States and Great Britain, has been ex-
tended to Sweden, Norway, Denmark, France, Spain (includ-
ing Ceuta in Africa), Belgium, Holland, Germany, Switzerland,
Austria, Czecho-Slovakia, Hungary and the city of Danzig.
The Bell System was already connected with the telephone sys-
tems in Canada, Cuba and Mexico. The 19,200,000 telephones
of the Bell System can thus reach more than 8,600,000 tele-
phones in Canada, Cuba, Mexico and Europe, making it possi-
ble for any one of these telephones in the United States to be
connected with any one of 27,800,000 out of the total 32,800,000
telephones in the world.

The increase in the standards of living, the growth of busi-
ness activity generally, a more rapid and accurate telephone
service, a growing appreciation of the value of the service, and
the continuing effort of the entire Bell System personnel to see
that every telephone user in the United States has adequate
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telephone facilities for his or her comfortable and convenient
use, as well as the increase in population, all contribute to the
growth of the telephone business.

This growth would seem to be conclusive evidence of the
reasonable cost of telephone service to the user. If charges
were not reasonable, growth would obviously be retarded, if
not stopped.

With the exception of a few places where rates are clearly
inadequate, and in spite of the tendency for the cost of furnish-
ing local service to increase as the extent of the service in-
creases, the continuing technical advances in the telephone art
and improvements in operation methods should enable the
System to provide ever increasing service in local areas without
further increase in rates. Through the increased number of
telephones with which a subscriber may communicate and
through improved service, the cost of telephone service is ac-
tually becoming less and less in that the telephone user is buy-
ing more and better service for the same money.

While the Bell System seeks to furnish the public the best
possible service at the least cost, the policy which recognizes
this obligation to the public recognizes equally its responsi-
bilities to its employees. It is and has been the aim to pay
salaries and wages in all respects adequate and just and to
make sure that individual merit is discovered and recognized.

Fair and just salaries and wages to the personnel, reason-
able, regular dividends to the stockholders together with an
opportunity for them to make additional investments in the
business from time to time on favorable terms, and further
improvements in service or reduction in charges for service to
telephone users so far as financial safety permits, are funda-
mental in the policy of the management to furnish the most
telephone service and the best at the least cost.

Effective February 1, 1929, there was a reduction in toll
and long-distance rates amounting to a saving to the users of
about $5,000,000 annually. Also, during 1928 the basic trans-
oceanic telephone rate was cut from $75 to $45. Effective at
the beginning of 1929 the American Telephone and Telegraph
Company reduced its charge to its Associated Companies under
its contracts for services from 2 per cent to 114 per cent of the
gross telephone revenues of those companies. This reduction
amounts to about $4,600,000 annually and is in accord with the
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practice of the American Telephone and Telegraph Company
-to do everything possible to aid its Associated Companies in
keeping down the cost of telephone service. The Western
Electric Company, Incorporated, reduced prices in 1928 by
about $20,000,000 on the present annual volume of purchases
by Bell System companies. This was accomplished largely by
increased efficiency and improved methods of manufacture.

Service Improvements

During 1928 there was further definite improvement in local
exchange telephone service. Operating errors, including those
made by the users as well as those of the operating forces, were
reduced 10 per cent.

The telephone calls that failed of completion on first at-
tempt were reduced by 3 per cent, meaning a better handling
of more than 150,000,000 calls a year.

Toll and long-distance service has shown further improve-
ment. The average length of time for handling a call was
1.2 minutes, as compared with 1.5 minutes in 1927 and 2.6
minutes in 1925. At the present time about 95 per cent of all
toll and long-distance calls are handled while the calling party
remains at the telephone, as compared with 90 per cent a year
ago and 70 per cent in 1925. With this improvement in speed
there has been continued gain in the clearness of voice trans-
mission.

About one-fifth of all telephones receive service through
private branch exchange switchboards which are operated by
employees of subscribers. In order to improve the service
which they render, the telephone companies have opened
schools for their instruction, in which during 1928 thousands
were trained. The companies also are supplying an increasing
percentage of experienced operators for private branch ex-
change switchboards. However, there still remains a real op-
portunity to better the service by further improvement of
private branch exchange operation.

About 750,000 calls a day are for “Information.” In some
cases, information operators must have ready access to as
many as a million names and addresses. Better equipment and
improved methods have produced a better handling of these
calls. The more rapid toll service makes it necessary
that “Information” furnish subseribers’ numbers in distant






