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During the past five years, the volume of data transmitted over the
Bell System’s network has increased at an average rate of 50 per cent a year. We
believe this growth rate will be maintained at least for the foreseeable future as data
users respond to the rapidly developing potentialities of this service.

A development now nearing completion at Bell Telephone Labora-
tories puts the Bell System in a unique position to respond economically to the de-
mand created by this market. What the Laboratories’ engineers have done is find a
way to “hitchhike” a digital bit stream on a portion of the frequency band below that
which is used for voice on our existing microwave systems. This development alone
will enable the Bell System to accommodate most requirements for so-called digital
data service between now and the end of 1977. Known as Data-Under-Voice (DUV),
it should help lay to rest the concerns of some in the computer industry that the tele-
phone network, designed for voice and utilizing “analog” transmission for the most
part, cannot match the speed, accuracy and economy of digital transmission sys-
tems—those that talk in computer language. Further, Data-Under-Voice will facilitate
construction of the nationwide Digital Data Network we announced in 1970 and ex-
pand its scope. Initially we said we expected this network to be serving 60 cities by
the middle of the decade; now we plan to reach up to 100 cities.

Construction Although growth slowed in 1971, the Bell companies’ preparations
for future growth did not. The $7.6 billion construction program
they carried out in the course of the year was the largest ever.

The aims of the program were fivefold: to increase capacity, to improve service, to

relocate services of moving customers, to replace plant and—by continuously incorpo-

rating advanced technology in our plant—to cut expenses.

By far the largest portion of 1971’s construction expenditures—some
$5.1 billion—went to meet growth requirements. When demand slackens the Bell com-
panies cannot hold back on needed construction until more propitious times. Their
obligation is to be ready when demand comes. Thus detailed forecasts of demand—
community by community—are the primary basis for growth projects. Intricate tele-
phone equipment, much of it tailored to the communities it serves, takes relatively
long lead times to engineer, manufacture and install. For these reasons, the Bell com-
panies cannot significantly reduce construction expenditures in response to a slow-
down in short-term demand without risking default on their responsibility to provide
service when and where it is wanted. Admittedly this obligation burdens our earnings
capability in periods of slackening demand. But share owners may be assured that
every effort is made to provide facilities at the times and in the amounts that will
assure meeting our service obligations in the most economical manner.

6

Construction
Expenditures

Growth slowed in 1971,
but our preparations for
future growth did not.
Our $7.6 billion
construction program
helped assure that when
demand picks up again,
needed facilities will be
available.
|l
$ BILLIONS

'62 T

The world’s largest telephone building
(housing both offices and switching
equipment) rises on 42nd St. in Manhattan,
with New York Harbor as its backdrop.
Aims of our System-wide construction
program are increased capacity, better
service, lower costs.
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