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Report of the Directors
of

American Telephone and Telegraph Company

New York, March 3, 1930.
To THE STOCKHOLDERS:

The year 1929 has been one of distinet progress throughout
the Bell System in the improvement and extent of communica-
tion by telephone. About 900,000 telephones—the largest num-
ber in any year—were added. Approximately 1,600,000,000
more local telephone calls and 100,000,000 more toll and long-
distance calls were handled than in the prev1ous year. At the
same time, the quality and speed of service were not only main-
tained but definitely improved.

To provide for growth and to improve service, $588,000,000
was spent on construction of new telephone plant and $45,-
000,000 on construetion of new manufacturing facilities. These
expenditures for additions, betterments and replacements were
the largest in any one year and furnish a basis for still fur-
ther progress. It is expected that the expenditures for con-
struction in 1930 will be over $700,000,000 as compared with
the 1929 total of $633,000,000.

The use of the telephone in the United States 18 80 universal
that it exceeds that of any other country in the world. With
the development of the telephone art it became possible a few
years ago for the telephone users in the United States to com-
municate with those in Europe and other parts of the world.
Extensions of such international communication to additional
countries were made during 1929 and a new service of telephone
communication between shore and ships at sea was inaugu-
rated.

At the end of the year there were more than 20,000,000
telephones interconnected in and with the Bell System in the



2

United States. Approximately 4,400,000 of these were tele-
phones of independent connecting companies—about 7,700
different companies and 30,000 rural lines. Practically any
one of these 20,000,000 telephones can be connected
promptly; not only with any other telephone in the United
States but with 9,000,000 telephones in Canada, Cuba, Mexico
and Europe.

The rapid growth in the business during 1929 necessitated
large additions to the forces, and the total number of employees
at the end of the year, including those of the Western Electric
Company, Incorporated, was 454,000 as compared with 395,000
December 31, 1928, an increase of 59,000—comprised of 39,000
men and 20,000 women. To provide for this growth and to
take eare of normal turnover, it was necessary to train more
than 175,000 new employees.

- Service Improvements

During the past five years the average time required for
completing a long-distance connection has been cut more than
in half, the average speed of long-distance connection being
reduced from 7.5 minutes to 2.4 minutes. The errors in local
calls, which were only two in 100 calls, have been substantially
reduced. The quality of transmission has been improved. The
proportion of customers’ orders currently subject to delay
because of lack of facilities and equipment has been reduced
from 10 per cent to 2 per cent. The average elapsed time
between receipt of a customer’s order and installation of ser-
vice has been reduced from 4.7 days to 2.7 days. The system
of installing telephones on definite dates set by the customer
has been greatly extended and where it is in effect, in 96 per
cent of the cases during the past year the customers’ wishes
were met.

Five years ago on an average there was trouble on a sub-
seriber’s line once in every 13 months as compared with trouble
only once in every 20 months now. Today 87 per cent of the
troubles are corrected on the day reported.

It was formerly necessary on practically all long-distance
calls for the subscriber to hang up the telephone after putting
in the call and to be recalled when the connection was ready.
In 1925 operating methods were developed which made it pos-
sible to handle long-distance calls with speed approaching that
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of local calls. In 1929 more than 70 per cent of the long-dis-
tance calls were handled while the calling subscriber remained
at the telephone.

The mere publishing of telephone numbers is a large under-
taking in itself. In 1929 there were 18,000,000 listings and
35,000,000 directories were issued. Steady improvement is
being effected in the appearance, ease of reference and ac-
curacy of telephone directories.

It is realized that service which is good on the average may
not be satisfactory service to the individual who may at some
time, for one reason or another, receive service much below the
average. Every effort is therefore constantly being made not
only to reduce the number of errors and imperfections in the
service, but also to locate and remedy temporary abnormal
conditions.

Each telephone call is a transaction by itself and each
customer is an individual. Although the calls are numbered
by the billions and the customers by the millions, it is the aim
to treat the customer and his requirements on the basis of
personal consideration in each instance. Service satisfactory
in every respect to each user is the ultimate goal.

Rates

The aim of the Bell System is not only to furnish the best
possible telephone service, but to furnish this service at the
lowest cost consistent with financial safety.

Beginning in the latter part of 1926 there has been a series

of reductions in long-distance rates amounting to a saving of

many millions of dollars a year to telephone users. A tele-
phone call from New York to San Francisco, which a little
over three years ago cost $16.50, now costs $9.00, and corre-
sponding reductions for lesser distances have been made. For
instance, a telephone call from New York to Chicago, which
formerly cost $4.65, now costs $3.00.

Within a year two of these reductions in long-distance rates
were made effective—February 1, 1929 and January 1, 1930—
each of them resulting in a saving to the telephone users of
approximately $5,000,000 annually.

While the quality and extent of local service have improved
it has, generally, been possible to carry on without increases in
exchange rates. During 1929 such increases as were made in a
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few places were substantially offset by decreases elsewhere.
Early in 1930 exchange rates were increased in New York
State. The New York Telephone Company’s application
for increased rates was initiated in 1920 and this in-
crease, therefore, more properly is to be associated with the
period when it was necessary to increase exchange rates in
order to care for the post-war change in the value of the
dollar.

To maintain exchange rates is, in effect, to reduce them.
The result of the growth of the business is that the telephone
user receives more valuable and extensive service for the same
money. A ten per cent increase in the number of telephones
in a local exchange area means that a subseriber may at the
same price talk to any one of ten per cent more telephones.
This factor of growth and the resulting complication affect
the cost of giving local service in that the cost tends to increase
as the extent of the service increases. It is only by constant
advances of the telephone art and improvements in operating
methods that continually increasing service in local areas can
be furnished without increases in rates.

In part because long-distance calls are not subject in the
same degree to this tendency of increasing costs, and largely
because of developments in the art which have lessened the
cost, it has been possible to make substantial reductions in
long-distance rates. These reductions are more obvious in
that they are measured in dollars. In the case of exchange
rates changes favorable to the user are in fact taking place
although they are not so obvious in that for the most part they
are measured by improved, more extensive and more valuable
service for the same money.

During 1929 certain local rates and charges have been
reduced in many parts of the Bell System. Installation
charges, moving charges, mileage charges, charges for direc-
tory listings, ete., have been reviewed and, where financial
conditions permitted, have been reduced and simplified.

Earnings must be sufficient to assure the best possible tele-
phone service at all times and to assure the continued financial
integrity of the business. Earnings that are less than adequate
must result in telephone service that is something less than the
best possible. Earnings in excess of these requirements will
be spent for the enlargement and improvement of the service
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furnished or the rates charged for the service will be reduced.
This is fundamental in the policy of the management.

Service Extensions

Besides the 900,000 telephones added to the Bell System
in 1929 in the continental United States, there was added
by extension of the service access to 340,000 telephones in
Italy, Ireland, Gibraltar, Luxemburg, Isle of Man and por-
tions of Austria and Czechoslovakia. Including the tele-
phones added in this country and those added in countries
with which telephone communication is established, the
telephone user in the United States could, at the end of the
year, communicate with 1,670,000 more telephones than at
the end of the previous year.

During the year two additional short-wave transatlantic
radio telephone channels were put in operation. The trans-
atlantic telephone service is now being furnished over one
long-wave and three short-wave radio telephone channels.
Work is going forward on the new transatlantic telephone
cable which will supplement the present radio channels and
add a connecting link that is not subject to the inherent uncer-
tainties of radio. Early in 1930 it is expected to inaugurate
telephone service by short-wave radio with the Argentine, and
plans are under way for the establishment of a short-wave
telephone station on the Pacific Coast for radio telephone
communication with Hawaii and other points in the Pacific.

In December, ship-to-shore service was inaugurated to and
from the steamship Leviathan and it is expected that in due
course this service will be extended to other steamships.

Marked progress has been made during the year in the de-
velopment of telephone communication with airplanes. A
large number of trials and demonstrations have shown that
satisfactory two-way telephony is possible between airplanes
and any telephone connected in or with the Bell System. In
several of the tests commercially satisfactory communica-
tion was maintained between an airplane here and telephone
stations in Europe. This involved radio transmission from
the airplane to the Bell telephone wire system in the United
States, the transatlantic radio and the regular telephone wire
system in Europe. The successful demonstrations of our de-
velopment of two-way plane-to-ground telephony have caused
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several of the larger air transport companies and several of
the Government departments to request us to equip a con-
siderable number of planes and ground stations with apparatus.
This equipment of airplanes with telephones for navigational
purposes will add greatly to the safety and efficiency of trans-
portation by air. Ultimately it is expected that telephone
service will be established between airplanes and any telephone
anywhere that is connected with the Bell System.

While these somewhat spectacular extensions of telephone
service are taking place, the telephone plant of the Bell System
in the United States is being largely rebuilt in order that it
may provide for growth and embody the latest developments
of a rapidly improving art. Over one-half of the present tele-
phone plant of the Bell System has been constructed during
the last five years. Recent changes include the introduction
of dial telephones, the hand-set telephone, the rapid extension
of toll cables replacing open wire lines, and an accelerated
program of placing toll wires underground.

Over 4,000,000 Bell-owned telephones, or 26 per cent, are
now on a dial basis and it is expected that by 1934 the pro-
portion will be close to 60 per cent. About 74 per cent of the
toll wire mileage is now in cable as compared with 53 per cent
five years ago.

In this extension and rebuilding the Bell System is not only
utilizing the latest developments but is endeavoring to build
its plant with due consideration for the increasing apprecia-
tion on the part of the public of attractiveness in appearance
as well as utility.

In the administration buildings and in the many equipment
buildings now being constructed to provide for growth and for
the dial system, attractiveness of design is given consideration
as well as utility, and the new buildings have contributed
materially to the architectural beauty of the cities in which
they are located.

The striking increase in the use of the telephone for long-
distance calls, so noticeable in 1928, has continued during the
past year, reflecting the public’s response to the steadily in-
creasing speed and quality of service and the reduections in
charges for the service. While the use of long-distance has
been increasing so rapidly, the telephone user, stimulated in
part by the telephone companies’ efforts, is equipping his office






