ANNUAL REPORT
of the
AMERICAN TELEPHONE
AND TELEGRAPH COMPANY
FOR 1943

The Board of Directors of the American Telephone and Telegraph Company pre-
sents herewith the management's accounting of its stewardship for the year 1943 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.

WORKING at full war tempo, the American Telephone and Telegraph Company
and its Associated Companies in the Bell System continued to face unprece-
dented demands for telephone communication throughout 1943. Use of long dis-
tance was well above even the record levels established in 1942, and the number of
telephones in service likewise reached a new peak.

This increase in demand continued the steep upward course that has prevailed
ever since the start of the national defense program in 1940. Since that time, the
number of Bell System telephones in service has increased by more than four and
one-half million, the daily number of conversations handled by the System has
increased by more than twelve million, and the number of long distance conversa-
tions has increased two and one-half times. To speed the pace of America’s greatest
military and production effort, the nation has needed, and has obtained, telephone
service far beyond any previous requirement.

At no time in the history of the country has there been so much evidence as now,
after the second full year of total war, of the indispensable part which telephone ser-
vice plays in the life of the nation. This war is a war of distance, of movement, of
production, of tremendous numbers and of pressing time elements. All of this has
meant telephone communication on a scale far beyond all previous conceptions for
the armed services, for the producers of war materials and for those engaged in
essential civilian activities. Telephone service also has an increased importance in
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the life of the individual and the family at a time when there has been an unprece-
dented migration of men and women for military service and for war production
work. It makes a direct contribution to the effectiveness of the war effort of everyone.

It is a tribute to the efficient teamwork and devotion to duty of the men and
women of the Bell System in the face of shortages of facilities, public emergencies
and exacting requirements, that the service has continued to give such general satis-
faction. Also, these splendid results could not have been achieved by the Bell System
people alone without the fine co-operation of the 6,200 independently owned con-
necting telephone companies and their personnel operating more than 4,500,000
telephones, and of the large army of women operating the private branch exchange
switchboards in Government buildings, military establishments and businesses and
institutions of many kinds; and last but not least, by the understanding co-operation
of the public, who have been told of the telephone’s war problems through the most
extensive advertising and informational program in Bell System history.

Over 53,000 Bell System employees are now in the armed forces—more than
double the 25,000 who served in the first World War.

The Western Electric Company, Incorporated, manufacturing branch of the Sys-
tem, expanded its facilities still further during 1943. It is the largest producer of
electronic and other war communication equipment in the United States and is now
engaged almost exclusively in the manufacture of this equipment which is playing
such a vital part in the war.

Bell Telephone Laboratories, Incorporated, the System'’s research organization, is
the largest industrial laboratory in the world. As in the preceding year, substantially
all its resources and the special talents of its scientists and engineers were devoted in
1943 to war research and development activities. When the need for secrecy no
longer exists and the facts can all be told, the contributions of this organization to
victory will be a source of pride to all concerned.

Bell System earnings on average total invested capital—long term debt and stock-
holders’ equity—were 5.7 per cent as compared with 5.4 per cent in 1942.

Service

The number of Bell System telephones in service at December 31, 1943, was
21,246,600, an increase of 1,233,700 for the year. This compares with an increase
of 1,171,800 telephones in 1942. By the end of the year, there were 650,000 appli-
cations for main telephones which could not be cared for immediately because of
lack of facilities. In addition, there were large numbers of outstanding requests for
other services such as residence extension stations, changes from party line to

ynnyindividual line and changes in type of telephones and private branch exchange
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The number of long distance conversations handled by the Long Lines Depart-
ment of the Company was 31 per cent above 1942, reaching the unprecedented total
of nearly 150,000,000. This is 50,000,000 more conversations than would have
been expected from normal peace-time growth based on experience of the past.

Immediately following Pearl Harbor, in December, 1941, the Long Lines was
called upon to handle an emergency volume of traffic unheard of up to that time.
The upsweep in the number of these calls during Pearl Harbor week brought the
volume to 40 per cent above the corresponding week of the previous year. What was
then unheard of is now surpassed every day, for the steady growth which has
occurred since then has been so great that the volume of these calls currently handled
not only equals the Pear] Harbor week but exceeds it by two-thirds.

In 1913, the year before World War I, total long distance conversations handled
by the Long Lines Department were 7,000,000. After five years of the war period,
in 1918, the volume had risen to 64 per cent above that figure. In comparison, Long
Lines conversations in 1938, the year before World War II, were 54,000,000 and
five years later, in 1943, had increased to 150,000,000, or 178 per cent above this
very much higher base.

Employees throughout the Bell System—at the switchboards, on installation, con-
struction and repair work and in the commercial and other offices—by doing their
level best are succeeding in giving good service notwithstanding the present difficult
conditions and thus they contribute in no small measure to the total war effort.
There is a general appreciation among Bell System employees that, under the trying
conditions of these times courtesy, always an integral part of good telephone service,
has taken on even greater importance—courtesy in the finest sense embracing a
genuine desire to serve, with unfailing cheerfulness, consideration and patience.

Bell System employees are fortunate in having the co-operation and sympathetic
understanding of the public for without that co-operation and understanding their
task would have been an almost impossible one. Criticisms are fewer than ever
before; and in this and other ways the public has demonstrated its appreciation of
the efforts of the telephone workers.

The technical quality of local telephone service, both manual and dial, continued
to be good and in most respects fully comparable with pre-war service. In the con-
trollable items of service, such as the promptness with which operators answer signals
and their accuracy and attentiveness in establishing connections, results have been
maintained at high levels. The physical condition of the plant has been kept close to
its usual standards of excellence and the rate of plant troubles reported for the year
was the lowest on record. New installations of service could not be completed as
promptly as formerly, due to war-time shortages, but since first attention was given
to installations where essential service was involved such installations were made
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The maintenance of a high quality of toll and especially of long distance telephone
service presented the most difficult problem, because of shortages of facilities. Ex-
cluding short haul toll calls, which still average less than one minute to'complete,
the average speed of service for the year 1943 was 5.1 minutes, compared with 3.1
minutes in 1942. There was considerable variation from this average in some parts
of the country—in places where war activities were especially marked, the service was
at times appreciably slower. The average speed of service in 1918, at the end of the
first World War, was 17 minutes.

With the increased congestion of long distance circuits the proportion of toll and
long distance calls completed while the calling party remained at the telephone
dropped in 1943 to 82 per cent, compared with 87 per cent in 1942.

Teletypewriter exchange service was of more than ordinary importance during
the past year, with the predominating usage of this service coming from the armed
services and other Government agencies and from industries directly engaged in war
production. Teletypewriter connections totaled 14,441,700 in 1943—31 per cent
over 1942 and a record-breaking high. Despite heavier loads on the circuits, service
was well maintained with speed of completion averaging 2.5 minutes in 1943, as
compared with 1.9 minutes in 1942.

The system of priorities, established in 1942 through the co-operation of the Board
of War Communications, to insure that toll and long distance telephone and tele-
typewriter calls requiring quick completion in the interest of war activities and
national safety get through promptly even when lines are overcrowded, has met all
expectations. The plan has been judiciously used for the purpose intended and the
volume of priority calls has been kept well in bounds, thus insuring the completion
of calls which qualify for priority within a few minutes even when a substantial
amount of traffic is backed up. :

The advertising program undertaken in 1942 at the request of the Board of War
Communications to acquaint the public with the congestion on long distance lines
has been continued and expanded. This program, which utilizes practically every
type of advertising medium, includes requests that unnecessary long distance calls to
war-busy centers be avoided, that long distance calls be limited to five minutes when-
ever circuits are busy, and that, in order to keep the lines clear for the men and
women in the armed forces, the civilian population refrain, as far as possible, from
making any unnecessary long distance calls between 7:00 P. M. and 10:00 P. M.
The practice of asking customers during periods of circuit congestion, if they can, to
limit their conversation to five minutes has reduced appreciably the length of con-
versation on these calls and has assisted in speeding up the service on these congested
routes. In all of this, the Bell System is co-operating in the “Conserve Critical
Resources for War” program sponsored by the War Production Board. The public
has evidenced a fine understanding of the need for conserving the use of long dis-
tance telephone service.




Overseas Telephone Service

Overseas telephone service was extended during 1943 to the Union of Soviet
Socialist Republics by means of a radio telephone circuit established between New
York and Moscow. Service was also inaugurated between this country and Curacao
in the Netherlands West Indies over a New York-Willemstad circuit. To meet
further growth, additional facilities were provided to Brazil, Venezuela, Cer‘ral
America and Hawaii.

In addition to the important task of providing overseas message service to the pub-
lic, the Company is furnishing a considerable part of its radio facilities to the armed
forces and other branches of the Government for their use on special overseas projects
of vital importance to the conduct of the war.

Since 1927, when the frst overseas radio telephone service was established to
England, telephone service has been extended to include over seventy countries so
that to-day, except for the war, any Bell telephone can be connected with any one of
95 per cent of the telephones in the world.

Co-operation with the Armed Services

The large and changing demands of the Army and Navy for communication
services, many of which are of a most urgent nature, led all of the Bell System
telephone companies to set up special organizations devoting their time exclusively
to the communications problems of the military and naval authorities and channeling
the work involved into all departments of the companies. In addition to giving ad-
vice on communications problems, these groups co-ordinate the handling of the
Army and Navy service requirements which has helped substantially to insure the
prompt and efficient establishment of Bell System services needed by them.

Public telephone service for men and women in the armed services was greatly
expanded. Despite the unusual difficulties, thousands of additional public telephones
have now been provided in and near military and naval establishments with more
than 400 special telephone centers staffed by operators especially trained to handle
the calls of service men and women. In a number of instances, telephone buses or
trailers housing booths and attendants have been used pending installation of perma-
nent facilities. Because of the magnitude of the job, telephone managers have been
assigned on full time duty at many of the camps. Particular attention has been given
to the requirements for public telephone service in Army and Navy hospitals, includ-
ing special arrangements for the convenience of bedridden and wheel chair patients.
This service has contributed to the morale of these men.

At the request of the Army, the Bell System is now operating nearly 300 Army
switchboards in military establishments, about 3,000 telephone company operators
being assigned to this work. )



In co-operation with the Army and Navy, a group of Bell System people has been
assigned to work with the armed services in Washington to assist them in analyzing
and planning their intercity communications services. Ofhces are maintained in both
the Pentagon and Navy Buildings, permitting close daily contact with Signal Corps
and Navy communications people. This activity has helped to insure adequate pro-
vision and economical use of communication facilities for the armed forces.

The Bell Telephone Companies and the Bell Telephone Laboratories continued to
provide school facilities and instructors for specialized training in communication for
military personnel. During the year, some 4,000 men from the Army, Navy, Marine
Corps and the Coast Guard received instruction in specific courses designed to meet
the urgent need for skilled communication men. This makes a total of 8,000
service men who have attended these courses since 1941.

The comprehensive communication system for use against enemy air attack, devel-
oped in co-operation with the Army authorities and installed in 1941, to a large
extent became inactive in the latter part of 1943. The complete system is in place
for immediate use in the event of emergency and most of the posts are operated each
week for practice purposes. Similar portable systems have been developed by the
Bell Telephone Laboratories for use by the Army in the field.

As called upon from time to time, Bell System engineers have assisted in important
military communication projects for many parts of the world.

At the request of the Army, the Company has prepared complete field instructions
for the engineering and construction of open wire telephone lines, designed particu-
larly to meet military requirements; and adaptations of carrier and repeater equip-
ment, widely used in the long distance plant of the Bell Telephone Companies were
developed to meet the requirements of operation at Army bases in various parts of
the world. This modified apparatus is designed in “packaged” form, wherein every-
thing required for the operation of a system is included in a number of standardized
packages. Engineering studies have been made for the Signal Corps of the adapta-
tion to Army use of telephone line construction machinery. This included the study
of application of earth-boring machines, the design of a special power wire reel and
special studies of the use of telephone type trucks.

Bell Telephone Laboratories
As the war has continued, the part played by Bell Telephone Laboratories has

continued to increase. This unit of the System has now more than 7,200 workers,
which compares with 6,200 a year ago and 5,000 at the beginning of the war. Many
of the additions to the highly trained technical staff of the Laboratories have come
from the technical forces of operating units of the Bell System. The enlargement
of the Laboratories by this method has had the benefit of bringing in mature and
experienced men, and at the same time has minimized the need for recruiting from
other sources technical men badly needed elsewhere in the war effort.







