AMERICAN
TELEPHONE
AND TELEGRAPH
COMPANY

ANNUAL REPORT

FOR THE YEAR 1941






“SERVICE TO THE NATION”

Following the last World War this bronze and marble group was
placed in the lobby of the American Telephone and Telegraph
Company building in New York. On it are inscribed these words,
“Service to the Nation in Peace and War.” They are more
than words. They are the very spirit of the entire Bell System
organization.
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FIFTY-SEVENTH ANNUAL REPORT

The management of the American Telephone and Telegraph Company
presents herewith an accounting of its stewardship for the year 1941
for the information of stockholders, employees, telephone users, and the
entire American people who have entrusted to private enterprise the
responsibility for carrying on this essential national service.

HE AMERICAN TELEPHONE AND TELEGRAPH COMPANY and its Asso-

ciated Companies in the Bell System were put to the test in 1941
as never before and, on the whole, performed their task—the biggest
they have ever tackled—with credit to all concerned. The nation
needed new telephone facilities in new places—it needed more tele-
phone facilities in usual places—and it needed the facilities in a hurry.
About 1,360,000 telephones were added—409,000 more than ever
before in one year.

The average number of telephone conversations per day in 1941 was
84,692,000, a record high and 5,389,000 per day more than in 1940.
There were times during the year when the increase in long distance
calls between many important places was more than 100 per cent—
between some places as much as 400 per cent.

The number of employees of the System, including the Western
Electric Company, Incorporated, and the Bell Telephone Laboratories,
Incorporated, increased 57,600 and was 379,900 at the end of the
year. Rates of pay were increased and are now the highest on record.
Total payrolls increased $114,936,000, or 19 per cent.

For the System, including the Western Electric Company and
the Bell Telephone Laboratories, taxes increased $88,279,000 and
amounted to $288,493,000. This support of government and war ac-
tivities was equal to nearly $15 per share of stock.

Telephone rates were reduced during the year, saving telephone
users about $22,000,000 annually. Most of the reductions were in
long distance rates.
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All parts of the System co-operated fully and wholeheartedly
with the Army, the Navy, Civilian Defense and other governmental
agencies and departments. Such co-operation was especially extensive
in meeting the urgent telephone needs of new military camps, in field
maneuvers, in air interceptor and warning services and in emergencies.

Help was given to the defense and war effort by the loan of skilled
administrative and scientific personnel on full or part time to impor-
tant positions in the Government.

Over 5,700 Bell System employees were in the military services at
the end of the year.

The Bell Telephone Laboratories devoted a large part of its time to
important war research. The Bell System’s manufacturing organization
—the Western Electric Company—took on large amounts of work for
the Army and the Navy of vital importance to the successful prosecu-
tion of the war and at the same time increased its production of essen-
tial telephone equipment for the Bell Telephone Companies by nearly
50 per cent over 1940.

On the whole, the quality of telephone service has been maintained
at a high standard.

In spite of an increase in taxes equal to $4.60 per share, and of in-
creased wages and material costs, and of reductions in telephone rates,
the dividend of $9 per share was earned in 1941 with a small margin.
With a record volume of business and with total operating revenues of
$124,367,000 more than in 1940, net income applicable to American
Telephone and Telegraph Company stock decreased $18,727,000,
resulting in earnings per share of $10.26 in 1941 as compared with
$11.26 in 1940.

At the end of the year, there were 23,450,000 telephones in the
United States, of which Bell System telephones numbered 18,841,000.
There has never been finer co-operation between the 6,350 indepen-
dently owned telephone companies in this country and the Bell Sys-
tem Companies. All these companies, together with more than 60,000
rural or farmer lines and systems, make possible nation-wide universal
telephone service, offering to the telephone user the ability to talk to
anyone, anywhere, promptly and clearly. This co-operation is more
important now under the stress of total war than ever before.




Bell System Facilities

The great expansion of telephone service, both local and toll, re-
duced the margins of unused plant held for future growth and
resulted in some cases in shortages of plant facilities, particularly on
certain long distance routes where growth was the most rapid. As a
result, it was necessary to construct large amounts of additional plant
of all types. Every effort was made to do this with a minimum use of
strategic war materials. Expenditures for new construction were high,
approximately $420,000,000, as compared with $290,000,000 in 1940.-
The investment in telephone plant at the end of the year was
$5,047,880,000, against which there were depreciation and amortiza-
tion reserves of $1,444,262,000, or 28.6 per cent.

Over 1,000,000 miles of long distance circuits were added—twice as
many as in 1940 and the most ever added in any one year. An impor-
tant factor in the ability of the Bell System to add great numbers of
long distance circuits to its plant rapidly and without excessive draft
upon supplies of copper and other scarce materials has been the large
scale application of broad band carrier systems, which provide a great
number of telephone channels over a single circuit.

Anticipating the importance of increased transcontinental facilities
in the event of war, sixty additional transcontinental circuits, increas-
ing the total by about one-third, were provided prior to December 7th.
Additional transcontinental circuits are now being rushed to comple-
tion and it is anticipated that about thirty-six more will have been made
available by the time this Report is issued. In the meantime, work on
the transcontinental underground cable, which will provide the first all-
cable transcontinental telephone line and which will double present
transcontinental facilities, is being pushed forward rapidly. Service on
this cable route is now being given as far west as Denver and the cable
is expected to be completed to the Pacific Coast via Salt Lake City by
the latter part of 1942.

Altogether about 4,000 miles of toll and long distance telephone
cables were added during the year, raising the total mileage of these
cables in service to about 36,000 miles. Over two-thirds of the cable
added was placed underground; most of it by using the recently per-
fected method of plowing the cables into the ground to a depth of thirty
inches or more with heavy mechanized equipment.



Development of the coaxial cable, which can carry several hundred
telephone conversations simultaneously in two pairs of specially de-
signed conductors, reached the point of regular commercial use when
the 200-mile cable of this type between Minneapolis and Stevens
Point, Wisconsin, was placed in service in 1941. The extensive use of
coaxial cables is planned on the longer heavy traffic routes as an eco-
nomical means of providing long distance circuits. Coaxial cables are
suitable also for use in inter-city networks for the transmission of tele-
vision.

The first installation of a newly developed 12-channel radiotele- ‘
phone system was placed in service across Chesapeake Bay. The land |
wire circuits follow a circuitous route over 400 miles in length, whereas ‘
the direct radio route, including connecting wire lines, is only thirty
miles.

Saving Strategic War Materials

The 1941 large construction program was carried on under condi-
tions of increasing difficulty due to the shortage of essential materials.
Anticipating these shortages and beginning over two years ago, early
in the emergency, steps were taken to reduce the Bell System use of
strategic materials. Those responsible for the design and manufacture
of telephone apparatus and supplies have carried on continuous and
extensive studies of the use of alternate materials and as rapidly as
possible substitutions have been made to meet imminent or prospective
shortages.

Also, throughout the Bell System, emergency engineering and
operating practices were adopted in 1941 to reduce as far as possible
the use of strategic materials. These emergency practices included
the deferment, wherever practicable of plant construction for the
purpose of betterment by continuing in service plant which normally
would have been replaced, and by repairing and reusing a larger pro-
portion of plant removed from service. Where new plant was built, it
was engineered to take care of growth for a relatively short period in
the future by greatly reducing the size of cables and of additions to
central office equipment and other plant.

These necessary changes in design and in engineering and operating
practices added to the load at a time when all hands were hard pressed
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by an unusually large manufacturing and construction program, in-
cluding much special work for the armed forces and other defense
agencies. The substitutions and the emergency practices which
have been adopted involve some economic penalties in the form of
increased costs, either currently or in the long run.

The value of the combined effect of these measures from the stand-
point of the war effort is shown by the large reduction in the use of
strategic materials which has been effected. For example, Bell System
consumption of aluminum has been reduced to less than one-fifth of
that which otherwise would be required, use of magnesium has been
reduced to one-sixth, rubber and zinc to about one-half, copper and
nickel to about two-thirds.

Service

Bell System telephone service is a 24-hour service, day in and day
out, week-days, Sundays and holidays. This means that a substantial
proportion of the employees are “on duty” at times when most
other people are normally at leisure or asleep. More than a hundred
thousand employees are working during some part of the hours be-
tween 6 ». M. and 7 A. m. Over one-half of that number are on the job
on Sundays and holidays. This availability of telephone service at any
hour of the day or night, any day of the year, is of especial value in
times of emergency like the present.

There were numerous service problems of an unusual nature during
1941. Many of these were associated with defense activities. Most of
them required quick action. Telephone facilities were provided for hun-
dreds of military camps and bases, many of them in out of the way
places. Service was furnished for army field maneuvers, for aircraft
warning and other military requirements.

Notwithstanding the great volume of new business, the high qual-
ity of service of recent years was well maintained. Plant troubles were
fewer and were cleared more quickly, thus effecting a further improve-
ment in the reliability of service over last year when the average tele-
phone was in working order more than 99.98 per cent of the time.
There was an improvement in the promptness with which customers’
telephones were installed. Continued progress was made in increasing
the usefulness and improving the appearance of telephone directories






