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BELL SYSTEM HIGHLIGHTS FOR 1951

NATIONAL DEFENSE was the first order of business. The rapidly
expanding telephone needs of military and Civil Defense authorities
were promptly met.

TELEPHONE MEN AND WOMEN did a splendid job in keeping up
service quality in the face of heavy demands and shortages of
materials. Some 2,070,000 telephones were added. There are now
about 37,400,000 Bell System telephones in service.

BELL SYSTEM EARNINGS were $11.76 per share of A. T. & T. stock,
compared with $12.58 per share in 1950. The average number of
shares outstanding in 1951 was 31,028,485, or 3,442,878 more
than in 1950. A dividend of $9 was paid. Operating taxes in 1951
equalled $19.70 per share. Including excise taxes on telephone
service paid by customers, the total tax bill was equal to about
$2.70 per telephone per month — an increase of more than 65
cents a month in the last two years.

COSTS INCREASED faster than telephone rates. In addition to the
rise in taxes and in costs of materials, telephone wages also rose.
Earnings on capital were 5.8 per cent, compared with 6.1 per cent
in 1950. As long as costs continue to go up, increases in rates will
continue to be needed.

IMPORTANT NEW DEVELOPMENTS MARKED THE YEAR'S PROGRESS

Microwave radio relay spanned the continent, adding many needed
long distance telephone voiceways and making possible coast-to-
coast network television.

New facilities were developed for Air Defense.

Direct dialing by customers over long distances began on a trial
basis.

The number of A. T. & T. share owners passed one million.




1O THE SHARE OWNERS

AGAiN IN 1951 the Bell System rendered more service than in any pre-
vious year. An even larger number of telephones was added than in 1950
or 1949. Telephone conversations reached an all-time high. The System
expended more than a billion dollars for new construction. Nevertheless,
demand for service continued to run ahead of this tremendous building pro-
gram, and the load on hines and switchboards increased as the year went on.

National defense was—and continues to be—our task of first importance.
This is an extremely big job, for military and civil defense communication
needs today are even more varied and extensive than in World War 11,

Bell Telephone Laboratories, our research organization, and Western
Electric Company, our manufacturing branch, are being called on to take an
increasing part in the defense program. Because of the special experience and
skills they have acquired as members of the Bell System, the Government has
assigned to them much important work in designing and producing electron-
ically coordinated weapon and communication systems.

Sixty employees in military service have given their lives since the out-
break of fighting in Korea. A number have been decorated or cited for
gallantry in action or devotion to duty. All told, about 15,000 employees,
including nearly 700 women, are serving with the Armed Forces. Some 3,400
more have returned from military service.

Since large amounts of equipment and hundreds of thousands of miles
of telephone channels were required exclusively for defense, the burden on
other facilities'was thereby increased. Along with this, the telephone com-
panies were not able to obtain sufficient raw materials. In the face of these
difficulties, Bell System employees did a remarkable job in keeping up the
overall quality of service. They overcame great obstacles with resourcefulness
and skill. Their work was marked as usual by the courteous, friendly spirit
that is part of the telephone way.

In 1951 the average telephone was made even more dependable—more
free from mechanical failure or imperfect operation—than at any time in the
past. Because of the pressure of demand, long distance calls over certain
routes sometimes took longer to complete than in 1950. On the other hand,
new equipment and new methods made it possible to handle an increasing
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The radio relay station at Mt. Rose, Nevada — highest on the transcontinental radio relay
route — looks across the High Sierras. This is one of 107 stations or towers which relay
telephone conversations and television programs along microwave radio beams from coast
to coast. Each tower along the route has four antenna horns similar to the one that can be
seen in this picture. Two face East, two face West, to receive and transmit in each direction.

number of calls faster than ever before. Thus, while temporary shortages of
facilities slowed some calls, long-range improvements speeded others.

More and more voice were provided in 1951 through coaxial cable
and radio relay systems. Operators were able to dial many more long distance
calls straight through to the distant telephone. In November, an important




trial of long distance dialing by customers began in Englewood, New Jersey.
Telephone service to farmers continued to expand rapidly. All over the
nation, telephone facilities were made ready to serve the growing air defense
system. In this task as in others, there was continuing and effective coopera-
tion between the Bell System Companies and the several thousand indepen-
dently owned telephone companies which connect with our lines to make
possible nationwide service.

Telephone taxes, wages and other expenses were substantially higher
than in 1950. Notwithstanding these mounting costs, regulatory authorities
in a few states denied increases in telephone rates which the Bell System Com-
panies serving those states believe to be clearly justified. All Companies are
proceeding with every effort to bring about full recognition of their needs
and are continuing to apply for rate increases as and when necessary.

Telephone rates that produce a reasonable profit will always be essential
to good service, and good service is vital to our national life. To provide it,
we shall continue to need large additional amounts of capital. Our ability to
attract and protect the savings of investors and keep on doing a better job in
the future depends fundamentally on good earnings and good credit. Finan-
cial good health is the basis for real economy in rendering service, for it is
this that enables the Bell System to invent, develop, finance and install new
and better facilities which improve service, partially offset rises in costs caused
by inflation, and save the public money. We are sure most regulatory com-
missions recognize this, and that they will generally hold to the view that
rates which produce good earnings are in the public interest.

Continuing the progress made in 1950, the proportion of debt in the Bell
System’s capital structure was further reduced during 1951. It is important
that we make additional progress in this direction in the future.

Leroy A. Wilson

The untimely death of President Leroy A. Wilson on June 28, 1951, after
an illness of several months, brought profound sorrow to his associates. The
Board of Directors again desire to record their deep sense of loss, and in
tribute to Mr. Wilson’s great ability they wish to repeat here these words
from the Memorial Resolution passed by the Board last July:

“In the short period of his presidency he met the most serious problems
in Bell System history with distinguished success. There are few instances
in the management of great enterprises when one man has done so much in
so little time.”




A Great National Resource

Six years of postwar telephone progress have brought outstanding results.
Together the Bell System and the Independent telephone companies of the
United States now serve more than 45 million telephones all over the nation.
This fast, convenient, reliable service is by far the best and most extensive
telephone service in the world. No other country has such a resource.

This has not just happened.

Good telephone service depends on able people of good spirit. The
men and women of the Bell System are competent, courteous and devoted
to their work. They are well trained. They have opportunity to get ahead.
They also have competition, for promotions are made from the ranks on the

basis of ability.

Good telephone service depends on sound organization. The Bell
System is well organized for its task. Responsibility and authority are decen-
tralized. At the same time, service to the public is unified. Operating,
research and manufacturing groups, working closely together, are dedicated to
the common purpose of rendering the best possible service to the public at
the lowest possible cost.

Good telephone service requires constant effort to improve methods and
provide the best in equipment. Bell System research is continually opening
up new frontiers. Equipment produced by the System’s own manufacturing
organization, the Western Electric Company, is of the highest quality and is
supplied at prices that help to keep the cost of service low.

Good telephone service depends on the continuing full confidence of
many hundreds of thousands of people to whom we look for capital. The Bell
System is financially sound. Under regulation, it has been free through the
years to earn enough to pay good wages, pursue effective research, reward
ability, and keep faith with all who have put their savings into the business.

Finally, good telephone service is the result of a way of life—a tradition
and policy of trying always for the best, a personal sense of responsibility,
and the determination to meet individual and national needs no matter what
the obstacles.

Results in 1951 bear witness to the effectiveness of these principles in
action. The Bell System can be relied on to serve the nation well.



OPERATING AND FINANCIAL REVIEW

A GrEAT AMOUNT and wide variety of telephone services contribute
essentially to this nation’s defense. Fast two-way voice communication is
essential to industry and industrial use of the telephone has steadily increased
all through the organization and expansion of the defense production pro-
gram.

Many defense telephone needs parallel those of World War 1. But
there is this difference: today the danger of enemy attack on the United
States is greater, and measures to meet the danger have to be much more
extensive and complex. Telephone facilities and services are an absolute
necessity in the growing air defense system. The tremendous telephone
growth of the last six years, and the availability today of new types of cir-
cuits, switching systems and other equipment, add greatly to our defensive
strength.

New systems have been developed to spread airraid warnings more
quickly than in World War II. Private line networks have been installed
for the Air Force to speed such warnings from regional control centers to key
cities. To transmit the alerts from these key points to police and fire depart-
ments, Civil Defense units, hospitals, key industries and others, an entirely
new system has been designed by Bell System engineers and is being produced
by the Western Electric Company. This will enable the key point to “dial
the color” of the alert—Yellow, Red or White. At all points to be warned
the degree of alert is simultaneously indicated by colored lamps and a bell
that rings a corresponding signal.

With these arrangements it will be possible to alert the entire United
States in less than two minutes.

Readiness for Emergency

If bombs should fall, telephone services for military and disaster agencies
must be immediate, extensive and of large capacity. The telephone com-
panies are taking many steps to make sure that these needs will be met.

They have a good foundation to build on. The very size and expanse of
the telephone system contribute greatly to its reliability in emergencies.
Cities are underlaid by networks of underground cables, which, as experience
at Hiroshima showed, would not be generally destroyed by atomic bombing.
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