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Report of the Directors

of

American Telephone and Telegraph Company

New York, March 3, 1932.
To THE STOCKHOLDERS:

The number of Bell System telephones during 1931 de-
creased 292,000, or a little less than 2 per cent, as compared
with a net gain in 1980 of 122,500. Including approximately
4,200,000 telephones operated by some 6,900 connecting com-
panies or on connecting rural lines, the total number of tele-
phones in the United States interconnected in and with the Bell
System at the end of the year was 19,600,000.

Local telephone conversations were about 1 per cent less
and toll and long-distance conversations were 6 per cent less
than in 1930. During the last quarter the decreases compared
with the last quarter of 1930 were about 2 per cent and 9 per
cent respectively.

Total assets of the System increased $24,000,000, amount-
ing at the end of the year to $5,024,885,000. Preferred stock
and bonds amounting to $83,596,000 were retired during the
yvear. Cash assets—including funds temporarily invested in
Government obligations — were $289,000,000 on December
31, 1931.

Total operating revenues of the System decreased $28,000,-
000 or 2.6 per cent. At the same time, in spite of an increase
of $4,000,000 in taxes and $10,000,000 in depreciation, total
expenses decreased $29,000,000. Operating income was, there-
fore, slightly in excess of last year, but a reduction of $11,000,-
000 in nen-operating revenues—due to a reduction in dividends
received from the Western Electric Company——resulted in net
earnings of $258,000,000 or $10,000,000 less than in 1930.
These net earnings were at the rate of 5.1 per cent on the cost
of plant and other assets. :
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The number of stockholders of the American Telephone
and Telegraph Company at the end of 1931 was 644,903, an
increase of 77,209 for the year. The average holding per stock-
holder was 29 shares, as compared with 32 shares at the end of
1930. The earnings of the Company per share were $9.05,
compared with $10.44 in 1930.

It has been the aim of the Bell System for many years to
plan its construction program so as to avoid, so far as prac-
ticable, extraordinary fluctuations from year to year. This aids
stabilization of employment and, in the long run, results in
economies. The construction expenditures for 1930 were at sub-
stantially the level of 1929, but the much reduced growth of the
business in 1930 followed by an actual decline in 1931 forced a
curtailment in these expenditures for 1931. While the net ad-
ditions to plant of $149,000,000 during the year were the lowest
since 1920, every effort was made to move forward replacement
and betterment work with the result that the gross construction
expenditures during the year were $391,000,000, which is larger
than in any year except 1928, 1929 and 1930.

The property has been fully maintained and the Bell Sys-
tem ended a year full of difficulties for business generally with
its property more up to date and in better condition than ever
before. :

EXTENSIONS OF SERVICE

During the year oversea telephone service was extended to
the Islands of Java and Sumatra in the Dutch East Indies, to
Latvia, to the whole of Italy and Sicily (where previously it
embraced only Northern Italy, Rome and Vatican City), to
the Canary Islands, to the principal cities of Rumania, to Rio
de Janeiro in Brazil, to the Island of Bermuda and to the
Hawaiian Islands.

The opening of service to Hawaii recalls the fact that
at Pearl Harbor, near Honolulu, sixteen years ago a Bell
System engineer with experimental radio receiving apparatus
heard voices transmitted over land and sea from Arlington,
Virginia. During these same tests in 1915 listeners at the
Eiffel Tower in Paris also heard voices from Arlington. This
was the genesis of the transatlantic telephone service, opened in
1927. Now about 92 per cent of the 85,400,000 telephones in
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the world can be reached from any telephone connected with
the Bell System. The use of oversea telephone service con-
tinues to grow—the number of transatlantic connections in-
creased 21 per cent over 1930.

Ship-to-shore telephone service was extended during 1931
to additional liners, making seven in all. Radio stations are
being installed for ship-to-shore service with tug-boats and
other harbor craft at Boston, New York, Seattle, San Fran-
cisco and Los Angeles.

Extension of the telephone cable network continued during
1931, including the completion of cable extensions from
Chicago and St. Louis to Omaha and Kansas City. A fourth
submarine cable between Key West and Havana was opened
to service during the year. This new cable, with its three tele-
phone channels (as compared with one in each of the other three
cables), is the result of development work by Bell System
research engineers.

By the close of 1931 the major part of the air transport
routes of the United States, including about 90 airport ground
stations and about 250 airplanes, had been supplied with
Western Electric radiotelephone equipment. This equipment
is employed for the dispatching of airplanes and for the main-
tenance of two-way telephone communication between the
pilots and the airport personnel. Teletypewriter circuits
totaling about 80,000 miles are being used for the transmission
of meteorological information and other communications re-
lating to air transportation.

In addition to special sales forces, practically all employees
participated in efforts to sell telephone service—a convincing
indication of an informed and effective interest of the em-
ployees in the business. These efforts resulted in new installa-
tions greater than in any year prior to 1928. The net loss in
telephones was due to the unusual number of disconnections.

Tae NEw TELETYPEWRITER SERVICE

For more than 40 years the Bell System has furnished a
private-wire service to banks, brokers, press associations and
others. Teletypewriters (machines that typewrite electrically
over wires) have been used on these private wires since 1915.
Toward the end of the year a new type of communication ser-
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vice was introduced known as teletypewriter exchange service
which has possibilities of an ultimate development of substan-
tial proportions. "This new service consists of the establishment
and operation of central switching exchanges for teletype-
writers. Any subscriber to this service can obtain immediate
two-way written communication with any other subscriber to
the service within the same city or in a distant city.

IMPROVEMENTS IN SERVICE

The success of the Bell System depends in times of de-
pression as well as in times of prosperity on its concentration
on its main objective—a telephone service for the nation, free
so far as humanly possible from imperfections, errors or delays,
and enabling at all times anyone, anywhere to pick up a tele-
phone and talk to anyone else, anywhere else, clearly, quickly
and at a reasonable cost. The efforts of management with the
wholehearted cooperation of the entire personnel continued to
be directed toward that objective with the result that, in spite
of the unsettled business conditions, the telephone service in
1931 was never more uniformly satisfactory.

On toll and long-distance calls, cut-offs, interruptions and
transmission difficulties were the lowest and the speed of the
service the highest on record. KEighty-nine per cent of long-
distance calls were completed or a definite report given without
the person making the call hanging up the telephone. Com-
pared with 1930, some 20,000,000 more calls were handled on
this basis.

There was a marked reduction in the amount of trouble on
both the open wire and cable circuits.

The handling of local telephone service was improved in
all respects. Eighty-two and four-tenths per cent of all calls
were completed on the first attempt, an improvement of seven-
tenths of one per cent over 1930. 'This improvement meant
better service on approximately 175,000,000 calls in 1931. The
per cent of errors was reduced and was the lowest on record.

Eighty-nine per cent of the customers’ orders for telephones
were handled on the appointment basis and in 97 per cent of the
cases the telephone was installed on the appointment date
specified by the customer.

Trouble on subscribers’ lines or telephones was the lowest






