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Foreword

The first edition of this book, published in 1977, presented a
comprehensive view of the Bell System as seen from AT&T Bell Labora-
tories. Its primary purpose was to provide new members of technical
staff of Bell Laboratories with a basic understanding of the Bell System
from the standpoint of the services provided, the equipment and systems
constituting the nationwide network, the planning and engineering con-
siderations involved in the evolution of the network, and the many
activities required for day-to-day operation. However, the book has been
used more widely than expected as a general reference and as a primer
for others unfamiliar with telecommunications.

This revision was prompted by the significant changes in technology,
services, and the environment that have occurred since 1977. Conse-
quently, material from many sections of the first edition has been
updated, and the organization and presentation of material have been
improved. The level of detail has been reduced in some places and more
emphasis placed on explaining important concepts and defining terminol-
ogy. In addition, an attempt was made to present the material in a
manner suitable for a mix of academic backgrounds.

The material for this edition was almost complete when agreement
was reached between AT&T and the United States Department of Justice
to settle an antitrust suit by divesting the Bell operating companies from
AT&T. Recognizing that it would be a long time before the massive
change associated with divestiture could be recorded and that most of the
information on services and systems would remain valid, revision of the
first edition continued as planned. Only the first chapter was revised to
indicate the major provisions related to divestiture and to provide an
overview of the postdivestiture corporate units. The rest of the book por-
trays the Bell System as it was near the end of 1982 and early 1983 and
reflects changes resulting from the Federal Communications
Commission’s Computer Inquiry II order that were effective January 1,
1983. Since the existence of the Bell System ends with divestiture, this
second edition of Engineering and Operations in the Bell System is also the
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vi Foreword

final edition. It is perhaps a fitting closure to an era in which the Bell
System fulfilled its historic mission of providing universal high-quality,
economical telephone service and also provided much of the technology
for the future.

The book is divided into five parts. Part 1 presents an overview of the
Bell System (and the postdivestiture configuration) in terms of the cor-
porate units and their responsibilities, the services provided, and basic
communications via the network. Part 2 deals with concepts, principles,
and engineering considerations related to the components of telecom-
munications. In part 3, specific systems and equipment are described
with emphasis on applications, distinguishing characteristics and features,
and major design considerations. Part 4 describes telephone company
operations on a functional level, presents a description of selected
computer-based operations systems, and discusses operations planning
and the evaluation of performance and services. Finally, Part 5 traces the
events that have shaped the telecommunications environment and
discusses factors related to the evolution of products and services.

Authors and coordinators of the material are identified at the end of
each chapter. A committee consisting of R. A. Bruce, L. E. Gallaher, W. S.
Hayward, Jr., J. R. Harris, M. M. Irvine, and J. A. McCarthy reviewed the
plan for the book and each chapter, providing many corrections and com-
ments. J. W. Falk and D. E. Snedeker reviewed the material from a legal
and regulatory viewpoint. J. R. Harris deserves special recognition for
his contributions to the planning and early development of the book and
for his guidance and support throughout the project. The Technical Pub-
lication Department of Bell Laboratories provided editorial assistance
throughout the project and prepared the material for publication. Many
others assisted by reviewing portions of the text or serving as informa-
tion sources. The principal credit, however, belongs to the editor, R. F.
Rey, whose technical and managerial talents were wisely used in this
undertaking.

Tow fowerss

Tom L. Powers

Executive Director
Network Planning Division
Bell Laboratories
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PART ONE

e

INTRODUCTION TO
THE BELL SYSTEM

The first three chapters of this book provide an overview of the Bell Sys-
tem and prepare the reader for the more detailed treatment of topics to
follow. Each chapter views the Bell System from a different perspective.
Chapter 1 discusses the overall corporate structure, activities, and respon-
sibilities of the Bell System and its constituent companies and suggests
the size and complexity of the business. Material added to the chapter
late in 1983 describes structural changes associated with the divestiture of
the Bell System on January 1, 1984, and summarizes major provisions of
the Modification of Final Judgment. Chapter 2 describes the services the
Bell System makes available to customers in terms of customers’ needs
and uses. Although this chapter includes a discussion of terminal prod-
ucts, it describes the service provided by the product rather than the
product itself. (Chapter 11 addresses equipment characteristics and
design considerations for customer products and services.) Chapter 3
completes the overview of the Bell System: It introduces the telecommu-
nications network and a set of terms and concepts related to network
components and functions. These concepts are then applied in a discus-
sion of the procedures involved in a typical telephone call.
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Structure and Activities

1.1 INTRODUCTION

The Bell System led the development and use of communications equip-
ment and techniques in the United States throughout most of this
century. It became the nation’s major supplier of telecommunications
products and services ranging from basic residence telephones to increas-
ingly sophisticated information services.

From its beginnings, the Bell System matched its organizational struc-
ture to the environment in which it operated. Early in the century,
universal service—providing basic telephone service at an affordable
price anywhere in the nation—became the Bell System goal. The Bell
System approached this goal by creating a functional organization: Each
of the local telephone companies and the American Telephone and Tele-
graph Company (AT&T) itself were organized along the lines of the job
that had to be done. Tasks in each functional area were performed by
specialists in that area to maximize efficiency. The local companies were
responsible for responding to the particular needs of the communities
they served, but they all used standard technology and operating
methods. Thus, AT&T and the telephone companies achieved coordina-
tion on a national scale, while responding to local needs. As a result, the
goal of universal service has been met—nearly everyone in the United
States has a telephone that is connected to a single nationwide network.
This public switched telephone network! is available to the general pub-
lic and to other carriers and networks.

The functional organization that made providing universal service
efficient and practical was pessible because, for most of its history, the

1 Sections 3.3.1 and 4.2.1 discuss the public switched telephone network in detail.
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4 Introduction to the Bell System Part 1

Bell System was almost the sole source of telecommunications service—
although under terms and conditions approved by federal and state regu-
lators. AT&T and the telephone companies have changed their organiza-
tional structure to match environmental changes such as new and diverse
customer needs and, more recently, new markets.

Now, in the 1980s, the way in which telecommunications services are
provided is changing entirely. The 1982 Modification of Final Judgment
(MFJ), which terminated a 1974 Department of Justice antitrust suit
against AT&T, ordered the breakup (divestiture) of the integrated Bell
System. AT&T set January 1, 1984, as the target date for completion of
the massive job of restructuring a business involving about 1 million
employees and about $160 billion in assets.

Subsequent sections of Chapter 1 describe the organization of the Bell
System in 1982, the major provisions of the MF], and the postdivestiture
structure. The chapter was revised late in 1983 to provide an introduc-
tory account of the impact of divestiture. The rest of the book describes
the engineering and operations of the Bell System at the end of 1982 and
in early 1983 and does not reflect divestiture because much of the
material was prepared before the antitrust suit was settled in 1982.2 How-
ever, the primary effects of divestiture are on the structure of the cor-
porate units and the allocation of the roles in providing telecommunica-
tions services. The technology in the network, the considerations
involved in its design, and the nature of functions required to operate
the network and to provide service to customers remain essentially
unchanged. Thus, this book constitutes a valid description of telecom-
munications engineering and operations and meets a growing need for
an update to the previous book (Bell Laboratories 1977).

1.2 THE BELL SYSTEM IN 1982
1.2.1 AMERICAN TELEPHONE AND TELEGRAPH COMPANY

In 1982, the Bell System, serving more than 80 percent of the nation’s
telephones, had long been the largest of hundreds of companies provid-
ing communications services in the United States. Before divestiture, the
Bell System operated as a partnership among AT&T; a number of Bell-
owned telephone companies (known as operating companies); the Western
Electric Company, Incorporated; and Bell Telephone Laboratories, Incor-
porated. The product of this partnership was service, provided through a
dynamic and dependable communications network designed, built, and
operated as a single system.

2 Because the text describes the Bell System in 1982 and early 1983 and was written in that
time frame and earlier, the reader will find the Bell System referred to extensively in the
present tense,
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Chap. 1 Structure and Activities 5

Figure 1-1 shows the structure of the Bell System as it was in 1982.
AT&T, the parent company, was publicly owned by 3.1 million stockhold-
ers. In turn, AT&T owned Western Electric and—totally or partially—
each of the Bell operating companies.> AT&T and Western Electric jointly
owned Bell Laboratories. Both AT&T and Western Electric also had
subsidiary companies (shown on the figure); some of which supported
Bell System operations, others that provided domestic and international
communications services.

AT&T
GENERAL LONG LINES 195
DEPARTMENTS DEPARTMENT cg’;%g:’ﬁg"
BELL WESTERN
OPERATING ELECTRIC AMERICAN
COMPANIES COMPANY BELL
BELL
LABORATORIES
] AT&T
INTERNATIONAL
TELETYPE ey SANDIA ADVANCED
CORPORATION CORPORATION MOBILE
CORPORATION — PHONE
SERVICE

Figure 1-1. Structure of the Bell System (1982).

3 AT&T was sole stockholder in twenty-one operating companies and a minority

stockholder in two: the Southern New England Telephone Company and Cincinnati Bell,
Inc. Bell Telephone Company of Nevada is wholly owned by the Pacific Telephone and
Telegraph Company. Four Chesapeake and Potomac Telephone Companies offer service
in Washington, D.C.; Maryland; Virginia; and West Virginia.
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6 Introduction to the Bell System Part 1

AT&T, the parent company of the Bell System, had its headquarters in
New York City.*

Corporate Functions

General Departments. The General Departments of AT&T set the major
goals and large-scale programs for the Bell System. They advised and
assisted the Bell operating companies on such matters as finance, opera-
tions, personnel, legal, accounting, marketing, planning, public relations,
and employee information, thereby providing continuity of direction and
consolidating the particular specialities of each Bell System partner.
AT&T, through its General Departments, coordinated pricing activity and
represented the Bell System before federal regulatory agencies. It deter-
mined price structures and recommended costing and pricing matters
through federal agencies.

The General Departments ensured that new developments, solutions
to existing problems, and provisions for the future needs of customers
became part of the entire Bell System. This involved directing the work
of Bell Laboratories and Western Electric and coordinating the integration
of new technology into the network.

*The General Departments established and maintained standards and
procedures for the Bell System and for the interconnection of non—Bell
System equipment and facilities with the Bell System network. They
served as an information clearinghouse for associations of independent
telephone companies (such as the United States Independent Telephone
Association) and for general-trade (that is, other than Western Electric)
suppliers.

Long Lines Department. The Long Lines Department, with headquarters
in Bedminster, New Jersey, operated the long-distance network. Many of
its activities were similar to those of the Bell operating telephone com-
panies. Long Lines built, operated, and maintained most of the interstate
network of long-distance lines, thereby providing interstate and interna-
tional communications services for people throughout the United States.
It directed the overall design and management of the network and coor-
dinated the teamwork among the various Bell and independent com-
panies who jointly own and operate this complex, widespread system of
microwave radio, coaxial cable, optical fibers, satellites, and intricate
switching systems.

To handle the network efficiently, Long Lines was divided into six ter-
ritorial regions (see Figure 1-2). Each region took care of engineering,
sales, and network operations in its territory.

4 A new headquarters building at 550 Madison Avenue has replaced the building at 195

Broadway, which was the headquarters location for many years.
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Figure 1-2. Long Lines regions and regional headquarters locations.

Corporate Structure

Figure 1-3 is a block diagram of the AT&T organization as it existed in
1982. The office of the assistant to the president reviewed all aspects of
the organization and ensured that each unit’s plans, budgets, and opera-
tions were consistent with system requirements. It also maintained
liaison with Bell Laboratories and with Western Electric. The figure
shows the network function and how AT&T’s customer-related operations
and marketing functions were structured to reflect the Bell System's
market segments: business, residence, directory, and public services.

» Business organizations coordinated the response of the Bell System to
the needs of business customers; assisted telephone companies in the
areas of marketing, pricing, costing, forecasting, training, and budget
matters related to serving business customers; and supported tele-
phone companies with installations, repairs, maintenance, customer
contacts, engineering, and measurements required for customer
services.

— Business Marketing provided leadership and support for Bell System
business marketing efforts.

— Business Services combined under common management all the
closely related delivery functions that flow from marketing and
sales.

TCI Library: www.telephonecollectors.info ”
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Figure 1-3. Corporate structure of AT&T (1982).
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sidence organizations coordinated the response of the Bell System
the needs of residential customers for telecommunications products

and services.

In
to

Residence Marketing Sales and Service offered telephone companies
help in marketing, pricing, costing, forecasting, training, and
budget matters related to serving residence customers. It also sup-
ported telephone companies with installations, repairs, mainte-
nance, customer contacts, engineering, and measurements required
for customer service.

addition, for organizational purposes, several other units reported
the executive vice-president-residence.

Staff supplied support services within AT&T itself and coordinated
support services such as inventory management, automotive opera-
tions, building planning, real-estate management, energy conserva-
tion, and environmental protection offered by other Bell System
companies.

The Directory organization assisted telephone companies with
marketing, costing, pricing, forecasting, training, and budget
matters for both white pages and Yellow Pages as well as with
producing and distributing directories.

Public services coordinated Bell System activities involved in provid-
ing communications services for users who are away from home or
office. Public services comprised public and semipublic telephone
service, including Charge-a-Call and DIAL-IT® network communica-
tions services such as Public Announcement Service and Media
Stimulated Calling (see Section 2.5.1).

Information Systems provided planning, design, and development of
functional accounting and information systems for use by the
operating companies.

» Network organizations supported the business, residence, directory,
and public-service markets by guiding and coordinating the operation

of

the network and the activities that provide telecommunications ser-

vices between customers’ locations.

Network Planning and Design oversaw the provision of reliable and
innovative interpremises communications services, ensured that
existing Bell System services were continually improved, coordi-
nated the development of the national and international network,
guided the efforts of Bell Laboratories in the area of interpremises

5 Service mark of AT&T Co.
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services, guided the technical planning of the operating companies,
and maintained technical liaison with both independent telephone
companies and international and other domestic carriers.

— Network Services provided methods and guidance to operating tele-
phone company network organizations. Supported functions
included the administration and maintenance of network switching
systems and transmission facilities; operator services; and the
engineering, construction, maintenance, and administration of dis-
tribution facilities and services.

— The Long Lines Department was included in the network segment.
This integration made it easier to combine the planning, design,
and management of the interstate network with the intrastate net-
works for improved overall network service.

Subsidiary Companies

AT&T owned several subsidiary companies that supported Bell System
operations or provided domestic and international services. The primary
subsidiaries were:

+ 195 Broadway Corporation, which provided real-estate management

services for AT&T corporate locations. These services included con-
structing, owning, and leasing buildings; administering office space,
facilities, and equipment; and providing related building and house-
keeping support services such as transportation, maintenance, and
cafeterias for corporate buildings.

AT&T International Inc., which was formed in August 1980 to sell
Bell System products worldwide and apply Bell System technology,
products, and experience to the needs of telephone administrations
overseas and international business customers. It also provides techni-
cal and advisory services and directory and informations systems.

American Bell Inc., which was formed in June 1982 in response to
Computer Inquiry II (see Section 17.4.3). As a "separate" subsidiary,
American Bell could sell its products and services to customers
without government approval and had certain limitations in the way
it dealt with other Bell System companies.

Advanced Mobile Phone Service, Inc., which was responsible for
planning and developing a nationwide cellular radio system to pro-
vide communications from moving customers to the land-line telecom-
munications system. Section 11.4.1 discusses cellular radio.
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1.2.2 BELL OPERATING COMPANIES

Before divestiture, the Bell operating companies built, operated, and
maintained the local and intrastate networks and provided most of the
day-to-day service for customers in their individual communities.
Chapter 13 discusses the many functional activities performed by the
operating companies. Long-distance calls also traveled over individual
company facilities, but those that went from the territory of one company
to that of another were carried by Long Lines or another common carrier.
(Figure 1-4 shows the Bell operating companies as they existed in 1982
and the territories they served.) The operating companies also joined
with Long Lines to furnish certain interstate services such as carrying
radio and television network programs to broadcasting stations
throughout the country. They also cooperated with the hundreds of
independent telephone companies so that the public had access to a
unified national telephone network.

The operating companies differed from one another in size and
organization. Geographically, the smallest was that part of the Chesa-
peake and Potomac Telephone Companies that offered service in the 61
square miles of the District of Columbia. The largest was the Mountain
States Telephone and Telegraph Company, which operated in seven states
and had a service area of more than 300,000 square miles.

The difference in size was one reason for differences in organization.
For example, a function that might have been centralized in a single-state
company might have had separate organizations for each state in a multi-
state company. There were other reasons for differences as well. For
example, the operating problems and priorities of rural areas differ from
those of urban areas. Traditionally, each company worked out opera-
tional methods most suited to its own needs, within guidelines and stan-
dards provided by AT&T.

As sole or part owner of the operating companies, AT&T derived a
large portion of its earnings from those companies. The relationship
between AT&T and an operating company was traditionally governed by
an agreement called the license contract (which terminated with divesti-
ture). Each license contract described the reciprocal services, licenses,”
and privileges that existed between the parties. The operating company
was charged a fee for the services supplied by the AT&T General Depart-
ments. The fee was based on services the company received, but it could
not exceed 2.5 percent of the company’s annual revenues. The licensed
company agreed to certain policies and procedures defined by the parent
company.

The term license contract goes back to the early days of the business
when local companies were first licensed to use Bell telephones. For
many years, the contract guaranteed that the operating companies would
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Figure 1-4. Bell operating companies and their territories (1982).
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benefit from research, financing, engineering, and other important ser-
vices offered by the parent company. It assured the manufacture of tele-
phones and other devices and apparatus needed by the licensees for their
business. AT&T accomplished this through Western Electric.

Corporate Structure

As with AT&T, the-original organizational structure of the operating com-
panies was defined by the jobs that needed to be done. This functional
organization, shown in Figure 1-5,° later evolved into a network orienta-
tion. Still later, marketing became the driving force in shaping the Bell
System and its operations. When AT&T reorganized around market seg-
ments, it recommended that the operating companies do the same by

EXECUTIVE

I |

TRAFFIC PLANT ENGINEERING
DEPARTMENT DEPARTMENT DEPARTMENT
OPERATORS TEST & MAINTENANCE FACILITIES ENGINEERING
TRAFFIC ADMINISTRATORS INSTALLERS TERMINAL & SWITCHING

EQUIPMENT ENGINEERING
TRAFFIC ENGINEERING OUTSIDE CONSTRUCTION
LONG-RANGE PLANNING
MESSAGE TRUNK ASSIGNMENT
FORECASTING
COMMERCIAL MARKETING
DEPARTMENT DEPARTMENT
CUSTOMER INTERFACE — CUSTOMER INTERFACE —
BASIC SERVICE SPECIAL SERVICES
SPECIAL SERVICES
FORECASTING

Figure 1-5. Traditional functional organization
of the Bell operating companies.

6 Chapter 13 describes functional activities such as those shown in Figure 1-5.
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14 Introduction to the Bell System Part 1

forming business, residence, directory, public service, and network
organizations.

The business, residence, directory, and public services organizations
were to be responsible for marketing, sales, and delivery of products
directly to customers. The network organization was to provide services
between customer locations. It did the planning and engineering, pro-
vided the facilities and equipment, and operated the network. This re-
structuring of traditional lines of managerial authority did not reflect a
difference in overall goals, however. Rather, it was done to keep pace
with the emerging technological, business, and regulatory environment.

1.2.3 WESTERN ELECTRIC

Western Electric, with headquarters at 222 Broadway in New York City,’
was the manufacturing and supply unit of the Bell System. In 1982, with
about $12.6 billion in sales, Western Electric ranked 22nd on Fortune
magazine’s list of the nation’s 500 largest industrial corporations. The
company’s almost 150,000 employees worked in nearly every state.

Before divestiture, Western Electric made a variety of customer-
premises equipment, including millions of telephones each year. It also
manufactured much of the other equipment that made up the telephone
network. These products were designed by Bell Laboratories, manufac-
tured by one of Western Electric’s manufacturing divisions, and distri-
buted to the telephone companies by Western Electric’s Bell Sales divi-
sion. Table 1-1 lists Western Electric’s manufacturing divisions and their
locations. Figure 1-6 shows the twenty-two manufacturing plants. The
structure of Western Electric included a number of divisions responsible
for major functional areas.

The Corporate Engineering Division coordinated the work of the
manufacturing divisions to ensure that the products were compatible
with the network. The division also provided research and development
support for all Western Electric’s engineering activities including
manufacturing, equipment engineering, distribution, installation, and
repair of products. In addition, it coordinated the company’s quality
assurance program, which required that inspectors check products to
ensure that they met Bell Laboratories standards. Engineering also
assisted in planning for the acquisition, leasing, and development of com-
pany facilities. It evaluated and verified company-wide cost reductions
and monitored energy use at all company locations.

Western Electric’s Engineering Research Center near Princeton, New
Jersey, developed and improved manufacturing processes. Examples of

7 In October 1983, plans were announced for the sale of 222 Broadway and the

establishment of a new headquarters facility in Berkeley Heights, New Jersey.
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innovations that emerged from the Research Center include industrial
applications of the laser and a technique for sensing minute abnormali-
ties in ceramics.

TABLE 1-1

WESTERN ELECTRIC MANUFACTURING (1982)

Products by
Manufacturing Division

Locations

Cable and Wire Products

" Electronic Components

Business and Residence
Products

Switching Equipment

Transmission Equipment

Atlanta Works
(Norcross, GA)
Baltimore Works
Omaha Works
Phoenix Works

Allentown Works

Kansas City Works
(Lee’s Summit, MO)

Reading Works

New River Valley Plant
(Fairlawn, VA)

Denver Works
Indianapolis Works
Kearney Works
Montgomery Works
(Aurora, IL)
Shreveport Works

Columbus Works
Dallas Works
(Mesquite, TX)
Hawthorne Works
(Chicago)
Lisle Plant
(Lisle, IL)
Oklahoma City Works

Merrimack Valley Works
(North Andover, MA)
North Carolina Works
-(Winston-Salem)
Burlington Works
Richmond Works
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16 Introduction to the Bell System Part 1

The Network Systems and Product Planning Division ensured that
products from the different manufacturing divisions were compatible
with the network and met the needs of customers.

The principal points of contact between Western Electric and its Bell
System customers were the Material and Account Management Division
and two Bell Sales divisions. These organizations were responsible for
the delivery of products and services to the customer. To facilitate this,
seven Bell Sales regions were established (see Figure 1-6). Regional
account management teams assisted operating companies in planning
applications for Western Electric products and services and helped
Western Electric identify emerging telephone company needs and
develop marketing strategies to meet those needs.

» The Material and Account Management Division developed plans

" and support for the regional account management teams. It also fore-
cast the demand for products, placed orders with the factories, and
controlled stock supplies in all seven regions. The division estab-
lished prices and administered the standard supply contracts (see below).
It prepared brochures, handbooks, and customer instruction booklets
on products.

« Two Bell Sales Divisions (East and West) provided regional account
management. Their responsibilities also included systems equipment
engineering, installation and repair of switching and transmission
equipment, warehousing, and distribution for the Bell System. Sys-
tems equipment engineers tailored complicated Western Electric
equipment to the exact needs of the customer and ensured its compati-
bility with existing equipment. The Bell Sales divisions operated a
distribution network consisting of material management centers (huge
warehouses) in each of the seven regions; thirty-one smaller service
centers, which usually combined stocks of the most frequently needed
items and repair facilities; and strategically located local distribution
centers (see Figure 1-6).

Through its Purchasing and Transportation Division, Western Elec-
tric coordinated the purchase of over $4.5 billion in supplies and services
from other manufacturers both for its own manufacturing needs and for
resale to Bell System companies. Western Electric used more than 47,000
suppliers and transportation carriers and delivered raw materials, parts,
and finished products to more than 100 company locations and to Bell
customers around the country. Purchases included telecommunications
equipment, computers, power equipment, telephone booths, telephone
poles, office machines, maintenance items, and stationery supplies. An
important part of this work, the engineering and inspection of purchased
products to ensure their compatibility and quality, was the responsibility
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Figure 1-6. Western Electric’s principal locations and regions (1982).
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Chap. 1 Structure and Activities 19

of Purchased Products Engineering and Purchased Products Inspection,
which were located in Springfield, New Jersey.

Western Electric’s responsibilities in this area were defined by the
standard supply contract, an agreement it had with the Bell operating com-
panies. The supply contract, which terminated at divestiture, required
Western Electric either to manufacture or to purchase materials that the
operating companies might reasonably require, which they then might
order from “Western Electric. However, the supply contract did not obli-
gate the operating companies to purchase these materials from Western
Electric. They were free to buy from anyone.

The Government and Commercial Sales Division was responsible for
the sale of Western Electric products and services to the United States
government and other non—Bell System customers.

In addition to its role as the Bell System manufacturing and supply
unit, Western Electric responded to the government’s needs for both
specific design projects and telecommunications systems. During World
War II, Western Electric provided communications and radar equipment
to the armed forces. After the war, the company did pioneering work in
early-warning defense systems such as the Distant Early Warning (DEW)
Line, extending from Iceland to the Aleutians. Later, Western Electric
and Bell Laboratories developed the Nike-Ajax and Nike-Hercules
ground-to-air missile defense systems. More recently, in the early 1970s,
Western Electric was prime contractor for the Safeguard antiballistic mis-
sile system.

Western Electric has been a major technological contributor to the
space program. The company provided the tracking and communications
system for the United States’ first manned space flight, Project Mercury,
and headed the industrial team that designed and built tracking and com-
munications systems for the Gemini and Apollo programs. Bellcomm, a
subsidiary of Western Electric, was formed to carry out the systems
engineering work on these programs under contract to the National
Aeronautics and Space Administration. The United States Air Force and
the National Aeronautics and Space Administration use a Western Electric
command guidance system and missile-borne guidance equipment to sup-
port satellite launches.®

Western Electric has also provided complete telecommunications facili-
ties for various government agencies both in the United States and at
military bases and embassies abroad. Western Electric recently modified
the Nike-Hercules air defense system for the North Atlantic Treaty
Organization. The company has been engaged, with Bell Laboratories, in
United States Navy submarine sonar and underwater surveillance projects

8 For further details on Bell System contributions to military and space programs, see Fagen
1975/1978, vol. 2.
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20 Introduction to the Bell System Part 1

involving the application of acoustic technology and oceanography.
These designs include underwater sensor components, cable systems,
associated data-processing equipment, displays, data transmission, and
communications links.

Subsidiary Companies

Western Electric owns several subsidiary companies that have supported
Bell System operations or provided services. The subsidiaries include:

+ Teletype Corporation, which develops and manufactures data termi-
nals for the Bell operating companies, other companies, and the
United States government. This equipment is used in news and wire-
service operations, in data communications, and in computer systems.
Teletype Corporation, with headquarters and engineering operations
in Skokie, Illinois, maintains two manufacturing plants and a nation-
wide network of service centers.

» Nassau Recycle Corporation, which reclaims and recycles nonferrous
metals such as copper and zinc from scrap equipment and cable.
About one-third of the copper Western Electric uses in manufacturing
is provided by Nassau Recycle. The company has plants in South
Carolina and New York.

+ Sandia Corporation, which is managed by Western Electric for the
United States Department of Energy under a no-profit, no-fee contract.
Sandia’s principal functions are research and development of nuclear
ordnance, research on energy projects, and various other programs in
the national interest. Sandia has laboratories in Albuquerque, New
Mexico, and Livermore, California.

1.2.4 BELL LABORATORIES

Before divestiture, Bell Laboratories was the Bell System’s research and
development organization. Recognized worldwide as a prestigious
scientific and technical institution, it was the driving influence behind
the Bell System’s contributions to telecommunications science and tech-
nology. The broad scope of these contributions is reflected in Table 1-2.
In 1982, engineers and scientists at Bell Laboratories received 310 patents,
bringing the total number of patents issued to the company since its
founding in 1925 to 19,833. In 1982, they also originated 3823 technical
talks to outside organizations and 2087 papers and received more than 87
scientific and engineering awards. Seven scientists from Bell Laboratories
have been awarded the Nobel Prize in physics (see Table 1-3).
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TABLE 1-2

A SAMPLING OF BELL LABORATORIES
CONTRIBUTIONS TO TELECOMMUNICATIONS
SCIENCE AND TECHNOLOGY*

Microelectronics

Transistor effectf
Silicon gate technology
Molecular beam epitaxy
Charge-coupled devices
Microprocessors and
microcomputers

Software Systems

Error-correcting code
Computer languages
Computer graphics
Computer operating
systems
Operations systems
Centralized
maintenance
systems
Stored-program control
network

Digital Technology

Electrical digital
computer

Digital switching system

Digital transmission

Packet switching

Echo canceler chip

Photonics

Lasers

Lightwave
communications
systems

Ultra-transparent glass
fibers

Light-emitting diode

General Science and
Engineering

Single-sideband
transmission
Network theory
Quality control
Systems engineering
concept
Negative feedback
Wave nature of matterf
Thermal noise
Speech synthesis
Radio astronomy
Traveling-wave tube
Microwave technology
Information theory
Solar cell
Cellular radio concept
Communications
satellite
Supercurrent junctionst
Cosmic background
noiset

*For a more complete list and discussion of Bell Laboratories” contributions,

see Bell Laboratories 1982, Lustig 1981, and Mueser 1979. -

T Nobel Prize.
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22 Introduction to the Bell System Part 1

TABLE 1-3

BELL LABORATORIES
NOBEL LAUREATES IN PHYSICS

1937 C. J. Davisson Demonstration of wave
nature of matter

1956 John Bardeen Discovery of transistor effect
Walter Brattain
William Shockley

1977 Philip Anderson Study of electronic structure
‘ of magnetic and disordered
materials
1978 Arno Penzias Detection of cosmic
Robert Wilson microwave background
radiation

NOTE: Arthur Schawlow, co-inventor (with C. H. Townes) of the laser while at Bell
Laboratories from 1951 to 1962, shared the 1981 prize for work done later at Stanford on
Doppler-free spectroscopy.

Purpose

Before divestiture, the purpose of Bell Laboratories was to provide the
knowledge and technology essential to meeting the current and future
communications needs of Bell System customers. Its activities were
divided into two categories: Research and Systems Engineering (R&SE)
and Specific Development and Design (SD&D).

In undertaking research, Bell Laboratories sought new knowledge
relevant to communications, explored the potential usefulness of that
knowledge, and looked for new modes of communication based on that
knowledge. The aim of Bell Laboratories research was to improve the
services provided by the Bell operating companies and to reduce the cost
of providing those services. Fields of research included the physical and
mathematical sciences, computer science, economics, communications
principles, communications technology, engineering, and the behavioral
sciences. To maintain its leadership in telecommunications, Bell Labora-
tories has, in recent years, devoted ever more of its efforts and resources
to certain fundamental information-age technologies, especially
microelectronics, software systems, digital systems, and photonics.

Systems engineers planned the nationwide telephone network and its
operations. They considered the entire network rather than just one part
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Chap. 1 Structure and Activities 23

of the plant’ or one phase of operations. This included studying perfor-
mance objectives, evaluating service quality, planning network
configurations, generating operations plans and methods, forming
requirements for equipment to provide service, and defining plans and
procedures for introducing new equipment and services into the network.
Systems engineering at Bell Laboratories ensured that the entire telecom-
munications network worked efficiently to provide continuous service
while new technologies, operations, equipment, and services were intro-
duced as they became available. Research and Systems Engineering at
Bell Laboratories was funded by AT&T, primarily as a part of the service
the parent company provided to the operating companies under the
license contracts.

Specific Development and Design was funded by Western Electric. It
was directed toward components, devices, and specific products (often
involving both hardware and software) to be manufactured and furnished
by Western Electric. It was concerned with designing new telecommuni-
cations applications using existing types of devices, designing completely
new circuits and equipment arrangements, and preparing manufacturing
information and test specifications. It involved building and testing
equipment designs both in the laboratory and under field conditions,
dealing with the problems of early manufacture and use of a product, and
making changes as indicated by experience.

The operating companies directly funded certain other work that Bell
Laboratories undertook at their specific request, for example, developing
computerized operations systems (see Chapter 14) for use in telephone
company business operations.

Corporate Structure

Figure 1-7 shows the corporate structure of Bell Laboratories as it existed
in January 1983 following the transfer of certain customer products and
services organizations to American Bell Inc.

+ Research included divisions devoted to physics, the information sci-
ences, the communications sciences, and materials science and
engineering.

« Legal comprised general law, patents, regulatory matters, and cor-
porate studies.

+ Research and Development Planning was concerned with the organi-
zational structure of Bell Laboratories as it was affected by the chang-
ing regulatory and business environment of the Bell System.

9 All of the facilities (such as land, buildings, machinery, apparatus, instruments, and

fixtures) needed to provide telecommunications services. Plant is usually divided into
outside plant and inside plant.

TCI Library: www.telephonecollectors.info



PRESIDENT

CUSTOMER NETWORK
SYSTEMS ]  svsTems STAFF
COMPUTER
FINANCE AND
TECHNOLOGIES ELECTRONICS
—| RESEARCH — AN MaLiTARY TECHNOLOGY f::flgé;
SYSTEMS
PERSONNEL
TRANSMISSION AND
= LEGAL — T evereie 4 puBLIC
RELATIONS
RESEARCH AND
—{ DEVELOPMENT sg’v';?:";‘s‘i
PLANNING
OPERATIONS
SYSTEMS AND
1 NETWORK
PLANNING

Figure 1-7. Corporate structure of Bell Laboratories (January 1983).

« Computer Technologies and Military Systems concentrated on
research and development of computer software and hardware and on
military systems work. Software development recently became an
ever increasing part of the work at Bell Laboratories, and varying
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amounts were done in other organizational areas as well. The efforts
of the Military Systems Division were devoted exclusively to Western
Electric’s government contracts.

+ Electronics Technology developed electronic components for systems
of all kinds. It was involved in broad areas of research and develop-
ment ranging from the design and processing of integrated circuits to
lightwave communications subsystems to interconnection hardware
and power-conversion systems.

» Transmission Systems provided the systems engineering, design, and
development of systems to meet needs ranging from loop transmission
to long-haul land, satellite, and undersea transmission. Research and
development of digital transmission was an important aspect of work
in this area.

.

Switching Systems performed research, planning, and development to
maintain, improve, and offer new services on existing switching sys-
tems and for planning and developing future switching systems.

Operations Systems and Network Planning developed and designed
computer-based systems to support telephone company operations and
- formulated plans for the effective integration of these systems with
each other and with the people these systems support. Network plan-
ning encompassed functions involved in the evolution and implemen-
tation of the network, determining its configuration to best meet
future service needs. The Bell Laboratories” Quality Assurance Center
was part of this area. Bell Laboratories set the quality standards for
products, and it worked with Western Electric quality assurance orga-
nizations to monitor manufacturing operations.!?

» Finance and General Services had a wide range of company responsi-
bilities including corporate auditing and finance, internal communica-
tions services, security, and managing buildings and grounds.

+ Personnel and Public Relations included salary administration, per-
sonnel matters, affirmative action, public and employee communica-
tions, education, and medicine and environmental health.

In 1982, Bell Laboratories” main facilities for research and develop-
ment were in New Jersey and Naperville (Indian Hill), Illinois (see Table
1-4). In addition, about 15 percent of the staff of nearly 26,000 people
was located at seven Western Electric manufacturing plants. These branch
laboratories (see Table 1-5) helped coordinate and implement Bell Labora-
tories” specific development and design functions that resulted in draw-
ings and specifications for the telecommunications and software products

10 Section 18.7 discusses quality assurance.
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TABLE 1-4

BELL LABORATORIES LOCATIONS (1982)

Location

Activities

Murray Hill, NJ

Holmdel, NJ

Whippany, NJ

Indian Hill, IL
Piscataway, NJ
Chester, NJ

Crawford Hill, NJ
Freehold, NJ*

Neptune, NJ*

Short Hills, NJ

South Plainfield, NJ

Warren, NJ

West Long
Branch, NJ

Administrative headquarters, electronics
technology, basic research in various fields

Systems planning, network planning,
operations systems planning, operations
research, quality assurance, switching,
transmission, customer equipment, research in
communications sciences

Loop transmission, mobile radio systems,
interconnection, computing technology,
engineering information, electronic power
systems, military systems

Electronic switching, computer technology
Operations and network systems

Field laboratory for outside plant equipment
and materials and constructed equipment

Radio and guided wave research

Business services operations and
communications systems engineering

Engineering for facility networking operations
and residence systems, DATAPHONEY digital
service field support and exploratory
development

Personnel, public relations, legal, finance and
general services

Computer program development, new services
planning, quality assurance, network
performance planning, education

Service center for New Jersey locations, stock
supply center for all Bell Laboratories
locations

Switching and transmission engineering,
network planning, operations research, quality
assurance administration

* Location became part of American Bell Inc. in 1983.
T Registered service mark of AT&T Co.
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TABLE 1-5

BELL LABORATORIES
BRANCH LABORATORIES (1982)

Location Activities
Allentown, PA Electronic devices, integrated circuits
Atlanta, GA Wire, cable, glass lightguides, systems for
joining media
Columbus, OH Switching systems
Denver, CO* Customer switching systems for PBX services
Indianapolis, IN Telephones, residential terminals and home

communications systems
Merrimack Valley, MA Microwave radio, carrier transmission

Reading, PA Electronic devices, integrated circuits

*Location became part of American Bell Inc. in 1983.

that Western Electric manufactures. Bell Laboratories also had field
representatives at the headquarters locations of the Bell operating com-
panies. They provided designers with rapid feedback on the quality and
performance of new and existing telecommunications equipment.

1.2.5 RELATIONSHIPS WITH NON—-BELL SYSTEM COMPANIES

Before divestiture, the Bell System served over 80 percent of the 180 mil-
lion telephones in the United States, encompassing 30 percent of its geo-
graphical area. The remaining 36 million telephones were served by
more than 1400 telephone companies that were not part of the Bell Sys-
tem. These independents, as they are called, worked with each other and
interfaced with the Bell System through the United States Independent
Telephone Association (USITA).

Through committees representing different aspects of the telecom-
munications business, USITA served as a focal point for agreements with
the Bell System on issues such as routing the long-distance network and
" sharing revenues. On technical issues, the Bell System prepared network
planning information and equipment compatibility specifications and
released them to the independent telephone companies through USITA’s
Equipment Compatibility Committee and Subcommittee on Network
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Planning. These releases, called technical advisories, ensured that the
equipment and systems installed by the independents were compatible
with the Bell System network.

Overseas and other international services use high-frequency radio,
undersea cable, and satellite links. AT&T, other United States carriers,
and foreign carriers share the ownership of some transmission facilities
such as undersea cable; and they lease overseas voice circuits from satel-
lite channels provided by the Communications Satellite Corporation
(COMSAT). Service agreements with each foreign agency set up the type
and extent of service and procedures for dividing revenues, and they
establish the criteria for operations such as circuit engineering and qual-
ity of service.

The Bell System has participated in technical planning for interna-
tional coordination through the Comité Consultatif International
Télégraphique et Téléphonique (CCITT) and the Comité Consultatif Inter-
national des Radio-communications (CCIR). These are the technical
organs of the United Nations’ specialized agency for telecommunications,
the International Telecommunication Union (ITU). They function
through international committees of telephone administrations and
private operating agencies. Their recommendations, although not carry-
ing the force of regulations, are generally observed, and more and more,
they are becoming a consideration in system design, particularly for digi-
tal transmission and switching.

The Bell System has also worked with manufacturers other than
Western Electric (general trade) who sell their products to Bell System
companies. Information essential to general-trade manufacturers, special-
ized carriers, and other communications companies was made available in
various documents. These include technical descriptions, technical manu-
als for Western Electric products, technical references containing interface
information and technical standards for all aspects of the network and its
operation, and textbooks and manuals used by Bell System designers.
The public has also been able to subscribe to periodicals such as The Bell
System Technical Journal, the Bell Laboratories Record, and the Bell Journal of
Economics.

1.2.6 RESOURCES AND VOLUME OF SERVICE

After decades of growth, the goal of universal service has been achieved,
and telecommunications services have become an increasingly important
part of personal and business activities. Almost 1-% billion miles of wire
and radio paths interconnect almost every home and office in the United
States. Over 180 million telephones have immediate, real-time access to
each other and to 98 percent of another 315 million telephones in other
countries. ’

As a result of such growth, the Bell System became a very large enter-
prise. Its size can be viewed from several perspectives: financial measures
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such as its revenues and the amount of capital investment or plant, ser-
vice measures such as the number of telephones and number of calls han-
dled, and a measure of the vast amount of effort required to build and
operate the network and deliver its services—the number of employees.
Table 1-6 summarizes Bell System resources and volume of service at the
end of 1982. To complete the picture, the corresponding figures for the
independent telephone companies are also shown.

TABLE 1-6

RESOURCES AND VOLUME OF SERVICE (1982)

Bell System Independents Total

Operating companies 22* 1,432 1,454
Employees 1,009,817 192,100 1,201,917
Plant ($ billions) 158.0 41.5 199.5
Construction ($ billions) 16.8 47 21.5
Access lines (millions) 84.7 217 106.4
Central office codes 19,660 11,742 31,402
Local calls (billions) ‘ 178.9 67.1 246.0
Long-distance calls

(billions) 25.9 6.6 32,5
Average calls/day 561.1 201.8 762.9

(millions)
Revenues (billions) 65.1 13.9 79.0

SOURCES: AT&T 1983 and USITA 1983.

*Excluding Southern New England Telephone Company and Cincinnati Bell, Inc.

1.3 THE POSTDIVESTITURE VIEW

1.3.1 SUMMARY OF MODIFICATION OF FINAL JUDGMENT
PROVISIONS

The 1982 Modification of Final Judgment (MFJ) requires AT&T to divest
itself of the twenty-two Bell operating companies (BOCs). The major pro-
visions of the MFJ are summarized in Table 1-7. Those provisions that
significantly affect the conduct of engineering and operations are
explained in more detail in the following paragraphs.

The nationwide Bell System network, which was designed, built, and
operated as a single unit prior to divestiture, is now divided into two
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TABLE 1-7

MAJOR PROVISIONS OF THE
MODIFICATION OF FINAL JUDGMENT

Sufficient facilities, personnel, systems, and rights to technical
information must be transferred from AT&T to the BOCs, or to a new
entity owned by the BOCs, to allow the BOCs to provide exchange

and exchange access services independent of AT&T. '

Facilities, personnel, and accounts used to provide interexchange
services or customer-premises equipment (CPE) must be transferred
from the BOCs to AT&T.

License contracts between AT&T and the BOCs and the standard
supply contracts between the BOCs and Western Electric must be
terminated.

BOCs may create and support a centralized organization for the
provision of those services that can be most efficiently provided on a
centralized basis. The BOCs shall provide, through a centralized
organization, a single point of contact for coordination of the BOCs
for national security and emergency preparedness.

BOCs must provide all interexchange carriers with exchange access
services equal in type, quality, and price to those provided to AT&T.
This "equal access" must be provided on a gradual basis over a 2-year
period beginning September 1, 1984. By September 1, 1986, all BOC
switching systems must provide equal access, although exceptions
may be made for electromechanical switches or switches serving
fewer than 10,000 access lines where costs of providing equal access
are prohibitive. Any such exceptions shall be for the minimum
divergence in access and minimum time necessary.

BOC procedures for procurement of products and services,
dissemination of technical information and standards,
interconnection and use of BOC facilities and services, and planning
and implementation of new services or facilities must not
discriminate between AT&T and its affiliates and their competitors.

BOCs may provide, but not manufacture, CPE after divestiture.

BOCs may produce and distribute printed directories after
divestiture.

With the permission of the court, the BOCs may provide products or
services in addition to exchange and exchange access services upon
showing that there is no substantial possibility they could use their
monopoly power to impede competition in the additional markets.
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components: an exchange and exchange access portion provided by the
divested BOCs and an interexchange portion provided by AT&T. This
division does not correspond to the predivestiture distinctions between
AT&T Long Lines and BOC operations, between intrastate and interstate
jurisdictions, or between toll and local services. It is based instead on a
definition of an exchange used in the MF].

Prior to divestiture, the term exchange area was used to describe an
area in which there was a single, uniform set of charges for telephone
service. Calls between points in an exchange area were local calls. The
MEF]J defines an exchange area or exchange to be generally equivalent to a
Standard Metropolitan Statistical Area (SMSA), which is a geographic
area defined by the United States government for statistical purposes.
The MF] concept is to group large segments of population with common
social and economic interests within an exchange.

The territory served by the Bell System has been divided into approxi-
mately 160 of these exchanges, which are also referred to as local access
and transport areas (LATAs). Depending on population densities and other
factors, most LATAs serve territories ranging from major metropolitan
areas to entire states. Accordingly, LATAs generally contain a number of
predivestiture exchange areas.

The predivestiture BOCs performed functions that now represent both
inter-LATA and intra-LATA functions. The MF] specifies that, after
divestiture, BOCs offer regulated telecommunications services within
LATAs, while AT&T and other interexchange carriers (ICs) offer services
between LATAs. Some examples of exchange services offered by BOCs
are basic local telephone service for residence and business customers,
public telephone services, and intra-LATA operator services. In addition,
BOCs offer exchange access services that allow inter-LATA networks pro-
vided by ICs to access customers within a LATA and allow end-users to
access inter-LATA services. Examples of IC services include inter-LATA
and international telephone service and inter-LATA operator services.

In addition to reconfiguring their operations to accommodate the
transfer of inter-LATA functions to AT&T, the BOCs must modify the
intra-LATA networks to provide all other ICs, at their option, with
exchange access equal in type, quality, and price to that provided to
AT&T. The quality of exchange access is measured in terms of traffic
blocking criteria (see Chapter 5) and transmission performance (see
Chapter 6). In addition, BOCs must implement a new national number-
ing plan that provides exchange access to every IC through a uniform
number of digits.

The MF] prohibits joint ownership of switching systems, transmission
facilities, and operations systems (see Chapter 14) by the BOCs and
AT&T. All Bell System assets are assigned to one or the other. The MF]
does, however, allow sharing, "through leasing or otherwise," of facilities
that support both BOC and AT&T services. Sharing of such multifunc-
tional facilities for a period after divestiture is necessary because of the

TCI Library: www.telephonecollectors.info



32 Introduction to the Bell System Part 1

impracticality and enormous cost associated with the immediate
reconfiguration and separation of the predivestiture Bell System network.
After this transition period, BOC and AT&T facilities will be completely
separated.

In its Computer Inquiry II decision (see Section 17.4.3), the Federal
Communications Commission (FCC) required that all new customer-
premises equipment (CPE) be provided by a separate subsidiary on a
detariffed basis effective January 1, 1983. Installed CPE and remaining
BOC inventories of CPE as of that date were sold or leased by the BOCs
during 1983. The MF] requires that leased CPE be transferred to AT&T at
divestiture. After divestiture, BOCs are allowed to provide, but not
manufacture, new CPE.

The provisions of Computer Inquiry II and the MFJ have a major
impact on the BOC organizations that directly interface with customers
for the provision of service and equipment, billing and collections,
trouble referral, and other matters. Prior to divestiture, the BOCs pro-
vided a single point of customer contact for local and toll services as well
as CPE. Under the MFJ, the BOC personnel and associated customer sup-
port responsibilities for these services are divided between the AT&T and
BOC units responsible for regulated network services or CPE.

Figure 1-1, presented earlier, depicts the predivestiture relationship of
the components of the Bell System. Figure 1-8 shows the new corporate
structures resulting from divestiture. Sections 1.3.2 and 1.3.3 provide
additional information on the organization and functions of the post-
divestiture AT&T and BOCs, respectively.

1.3.2 THE NEW AT&T

The structure of the new AT&T is shown in Figure 1-8. AT&T Corporate
Headquarters sets overall corporate policy and strategy for the other six
entities shown. Five of these entities are divided into two sectors: AT&T
Communications and AT&T Technologies, which are responsible for
essentially regulated and unregulated activities, respectively. As AT&T
gains experience in the new telecommunications environment, organiza-
tional structures and activities will be evolving to improve operating
effectiveness. Therefore, only a brief summary of each entity is provided
in this section.

AT&T Communications

The business of AT&T Communications is moving information electroni-
cally, from customer premises to customer premises, domestically and
internationally. Initially, employees were drawn from BOCs, the AT&T
General Departments, and Long Lines. At its inception, the company
served sixty million residence customers and nearly six million
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Figure 1-8. Corporate structures after divestiture. Top, structure of the
divested operating companies (the RBOCs and their associated BOCs are
identified in Figure 1-9); bottom, structures of AT&T.

businesses. As a result of the new regulatory environment, AT&T Com-
munications will provide inter-LATA long-distance services, which
include the interstate services previously provided by AT&T Long Lines
and intrastate, inter-LATA services. Its goals, highlighted at the begin-
ning of its mission statement, are: "To provide high-quality, innovative,
widely available communications services that satisfy customers’ needs to
move information electronically throughout the United States and the
world."

AT&T Western Electric

AT&T Western Electric continues in its leadership role as a provider of
technologically advanced, high-quality products and services in the
telecommunications and information systems markets. These include
equipment and systems for telephone companies, consumer products,
electronic components, and processors. Further, according to its mission
statement, "within this role, AT&T Western Electric has a responsibility
to expand its telecommunications business and address new market
opportunities...."
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AT&T Information Systems

AT&T Information Systems, derived initially from American Bell Inc.,
develops, sells, and services leading-edge communications products,
information management systems, and enhanced services to business cus-
tomers. It also distributes products for residential and small business cus-
tomers. Its products, services, and systems reflect the rapid convergence
of what were three distinct industries: telecommunications, office equip-
ment, and data processing.

AT&T International

AT&T International, as before divestiture, markets, sells, and services
current and future products and services of the AT&T Technologies sector
outside the United States.

AT&T Bell Laboratories

AT&T Bell Laboratories provides the technology base for AT&T’s future
and designs and develops the systems and services needed by AT&T
enterprises. This includes basic research and the engineering and design
of components, devices, and information and operations systems and ser-
vices. It also conducts systems engineering work to help identify the best
solution to customers’ needs. It aids the national defense by making its
special capabilities and expertise available to the government.

American Transtech

American Transtech provides and/or packages quality stock transfer and
related services for AT&T and regional company shareowners and cus-
tomers at the lowest reasonable cost. Its mission statement further
states: "American Transtech will enter new business opportunities that
maximize existing functions and capacity to produce an attractive rate of
return and growth."

1.3.3 THE DIVESTED OPERATING COMPANIES

The MFJ allows the BOCs considerable latitude regarding their choice of
corporate structure and organization after divestiture. It explicitly states
that "nothing in this Modification of Final Judgment shall require or
prohibit the consolidation of ownership of the BOCs into any particular
number of entities."

After study by a committee of AT&T and BOC officers, the structure
adopted (see Figure 1-8) organizes the postdivestiture BOCs into seven
regional BOCs (RBOCs). These seven independent corporations wholly
own and are supported by a separate central services organization (CSO).
These organizational units are described in the following paragraphs.
They have no corporate connection with the new AT&T or its affiliates.

TCI Library: www.telephonecollectors.info



Chap. 1 Structure and Activities 35

Regional Bell Operating Companies

RBOCs were designed to form corporate units with roughly equivalent
assets and financial strength. Each RBOC contains from one to seven
BOCs that serve the same general region of the country. Figure 1-9 is a
map showing postdivestiture RBOC boundaries. The table below the map
presents statistics that demonstrate the relative equivalence in size of the
seven new corporate units.

The RBOCs operate as holding companies that hold the stock of the
BOCs in their respective regions. The RBOCs are free to enter other,
unregulated lines of business through the creation of separate subsid-
iaries. For example, each region has already formed a subsidiary to pro-
vide cellular mobile telephone services. Finally, the RBOCs jointly direct
the work of the CSO.

Bell Operating Companies

The BOCs offer regulated intra-LATA telecommunications services and
exchange access services within their predivestiture operating territories.
While the BOCs within each region remain as separate corporations with
their own boards of directors and officers, they cooperate to achieve
economies of scale possible within the larger, regional framework.

The BOCs in each region have already consolidated certain functions,
such as procurement and staff services. In most cases, this has been
accomplished through the formation of a Regional Services Company,
staffed and managed by the BOCs in the region. The BOCs within a
region may also cooperate in financial, strategic, and network planning to
meet their obligations to the RBOC that is their parent company.

BOC operations are modified considerably as a result of divestiture.
Personnel and organizations that support the provision and maintenance
of CPE, inter-LATA telecommunications services, and directory services
move to AT&T entities or to other subsidiaries of the RBOCs. While most
of the operations functions and organizations described in Chapters 13
through 16 are still present in the BOCs, the details of operations change
considerably. The creation of LATAs defines a new set of boundaries for
the operation and engineering of the network. Similarly, management
and administration of the network are no longer centrally directed by
AT&T. Massive transfers of assets and personnel, changes to records and
support systems, and modifications to operating procedures were required
to accommodate the physical rearrangement of the Bell System and the
breakup of its corporate structure.

Central Services Organization

While the MFJ ends the centralized ownership and management of the
Bell System and breaks up the vertically integrated structure that com-
bined operations, research, and manufacturing, it recognizes the possibil-
ity that the BOCs might still choose to provide certain support functions
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BELL ATLANTIC
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C&P TELEPHONE
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Estimated
Estimated Total
Estimated Number of Total Access Total
Population Employees Assets Lines Number of
Served (Thousands) ($ Billions) (Millions) Telephones

(Millions) 1/1/84 6/30/83 1/1/84 (Millions)
NYNEX 25 98.2 17.4 12.8 17.4
Corporation
Bell Atlantic 27 80.0 16.3 14.2 23.2
Corporation
BellSouth 30 99.1 20.8 13.6 23.1
Corporation
American
Information
Technologies 30 79.0 16.3 14.0 23.6
Corporation
(Ameritech)
Southwestern
Bell 21 74.7 15.5 10.3 16.9
Corporation
U S WEST, 22 75.0 15.1 10.6 16.7
Inc.
Pacific Telesis 20 82.0 16.2 10.9 15.1

Group

NOTE: Based on Bell System figures for December 1982 except as noted.

Figure 1-9. Regional Bell operating companies.

TCI Library: www.telephonecollectors.info



Chap. 1 Structure and Activities 37

on a centralized basis. The CSO provides this support. The economies
realized by not duplicating certain technical and support functions in
each RBOC enhance the financial position of the new companies and
reduce the requirements for staffing these highly technical activities.
Also, the centralization of certain activities in support of the BOC net-
works promotes technical compatibility and supports high-quality,
nationwide telecommunications service. These activities also facilitate the
introduction of new technology into a national network managed by a
number of totally independent corporations.

Consistent with the intent of the MFJ, the work of the CSO is directed
by the RBOCs. The CSO is owned equally by each of the seven RBOCs,
and its board of directors is composed of BOC and RBOC officers. CSO
work plans and budgets are determined by a committee structure that
includes RBOC representatives at all levels of management.

During 1982, the BOCs determined the initial set of functions to be
performed by the CSO. The vast majority of these functions are technical
in nature. These technical support functions include:

« network planning, which includes analysis and planning for new tech-
nologies and services, participation in the development of network
standards, and operations systems planning

engineering and operations support related to procedures and standards
for network operations and quality assurance implementation

« information systems development for the many current operations systems
whose development is assigned to the CSO and for future systems

technology systems, which includes generation of generic requirements
for equipment, technical analysis of products for the network, and
quality assurance methods

s applied research in the physical sciences, mathematics, computer sci-
ence, network technology, and new services.

The CSO also provides support for the BOCs in areas such as market
research, regulatory matters, and other financial and administrative
matters. The initial staff of the CSO is drawn primarily from Bell Labora-
tories, AT&T, Western Electric, and the BOCs.
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Services

2.1 INTRODUCTION

Like other aspects of the Bell System, services are dynamic: New services
are introduced frequently in response to evolving customer needs and
the capabilities of new technology. Consequently, at any given time,
there are many new services in various stages of planning and develop-
ment. This chapter covers only services currently available and some ser-
vices with an announced availability date. The next few paragraphs dis-
cuss some general concepts and terminology related to services, followed
by descriptions of specific services.

2.1.1 BASIC AND VERTICAL SERVICES

The concept of basic and vertical services has been central to the Bell
System’s role as a regulated monopoly providing telecommunications ser-
vices. For several decades, basic service has been coupled to the Bell
System’s goal of universal service (see Section 17.4.1), that is, that tele-
phone services should be available to every home in America at an
affordable price. Basic service represents that universally available and
affordable service.

Basic residence service, for example, generally implies that, for a fixed
monthly charge, a customer receives the following:

- a standard, rotary-dial telephone set
+ on-premises wiring

+ a network access line—the connection to a local switching system for
local calling and for access to the network

- a listing in the white pages of a directory.
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All other services have been classified as vertical services for which cus-
tomers pay a charge that is additional to the cost of basic service. Vertical
services may provide greater convenience, more attractive telephone sets,
or additional functions or features beyond basic service. Traditionally,
revenues from vertical services have helped to maintain an affordable
price for basic service. However, as competition replaces regulation in
the telecommunications business, the price of a particular service will
become more closely related to the cost of providing that service.

Section 2.2 describes vertical services related to station equipment.
Section 2.3 describes customer switching services, vertical services used
almost entirely by business customers. Sections 2.4 and 2.5 describe verti-
cal services available through access to the network.

2.1.2 ORDINARY AND SPECIAL SERVICES

From the telephone company viewpoint, services are classified as ordi-
nary or special. Ordinary services usually include residence service, public
telephone service, mobile telephone service, and basic individual-line
business services. All other services are considered special services (often
called specials). Special services require special treatment with respect to
transmission, signaling, switching, billing, or customer use and are used
mostly by business customers. The overall demand for special services is
growing twice as fast as the demand for ordinary telephone service.

Examples of special services described in this chapter include foreign
exchange service, Wide Area Telecommunications Services, private
branch exchange, and centrex services, and private-line and private net-
work services. There are about twenty-five major categories of special
services.

Facilities provided by the Bell System for other communications firms
form an important and rapidly growing class of special services. These
offerings include local distribution capability, interoffice facility sections,
and access to the Bell System network for resale carriers and other com-
mon carriers (OCCs), including domestic satellite carriers, international
record carriers,! and local radio common carriers. To provide communica-
tion services to their customers, these competing firms use Bell System
facilities in conjunction with their own facilities or with facilities rented
from independent telephone companies. Facilities offered to other car-
riers parallel the wide variety of general special services that the Bell Sys-
tem provides to its own customers: voice, data, telegraph, and television.

1 International record carriers, such as International Telephone and Telegraph, RCA Global
Communications, and Western Union, offer data and message services (like telex)
internationally.
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2.2 TERMINAL PRODUCTS

Terminal equipment is the principal interface between the customer and
the nationwide telephone network. It ranges from the basic telephone
set, which provides voice services, to the more versatile and specialized
equipment that can link with computers and provide additional services
such as data and graphics transmission.

This section describes terminal equipment available from the Bell Sys-
tem. In the past, all Bell System terminal equipment was leased to cus-
tomers, but now, as the result of an order issued by the Federal Commun-
ications Commission (FCC) in 1975, customers have the option of
purchasing it (see Section 2.7). Customers may purchase and install
equipment from any manufacturer, provided the sets meet certain regis-
tration requirements (see Sections 8.7 and 11.1.2).

2.2.1 TELEPHONE SETS AND VERTICAL SERVICES

The telephone set is an important element of the communications net-
work and provides access to a variety of services. The traditional rotary-
dial set is available in desk and wall models and in various colors. It
represented approximately 50 percent of all residential sets in service in
1980.

A number of premium telephone sets and decorator telephones are
also available. (Figure 2-1 shows a group of DESIGN LINE? and other
decorator telephones.) Premium sets have special features that make the
use of the telephone more convenient or pleasant and provide the same
access to the network as standard sets. There is an additional charge for
premium sets, an example of a vertical service. The PRINCESS® tele-
phone, a premium telephone introduced in 1959 as the "bedroom set,"
offers spec1al features such as a lighted dial and a night light. The
TRIMLINE? telephone features the dial in the handset and a "recall” but-
ton that allows the user to make consecutive calls without hanging up the
handset.

DESIGN LINE decorator telephones use the same internal components
as standard rotary or TOUCH-TONE® telephones but have distinctive
housings. These sets are sold outright to the customer—there is no
monthly service charge—and are covered for a limited warranty period.
After this period, customers can purchase a maintenance contract for the
internal mechanism.

2 Registered trademark of AT&T Co.
3 Trademark of AT&T Co.
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Figure 2-1. Some DESIGN LINE and other decorator
telephones, including designs from non-Bell manufacturers.

Other vertical services related to telephone sets are TOUCH-TONE*
dialing and extension phones. TOUCH-TONE dialing is faster and more
convenient for the customer. Faster dialing also offers advantages to the
Bell System, because switching equipment is more quickly available for
other calls. TOUCH-TONE dialing will be required for many telephone

4 Registered service mark of AT&T Co.
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services that are expected to grow in the future, for instance, banking by
telephone and other services that require access to a computer.

Extension phones make single-line telephone service in the home
more convenient. In addition, the use of a second telephone line is
becoming more prevalent. A series of 2-line sets that provide hold and
signaling features is now available. A customer can place one call on
"hold" and answer a second call, or the customer can signal another per-
son in the house that there is an incoming call on the second line.

2.2.2 MODULAR TELEPHONES AND RETAIL SALES

The telephone sets now available from the Bell System are modular. A
modular set has plug-ended cords that connect the telephone base to the
handset and wall connector, permitting installation and removal by the
customer. Modular sets provide the customer with faster and more con-
venient service because customers can pick up these sets at retail sales
locations and do not need to schedule installation (see Section 2.7.1).
This also avoids the cost of a home visit.

2.2.3 DATA PRODUCTS

As computers and other sophisticated business machines become more
commonplace, data transmission is becoming an increasingly larger part
of almost all business communications. For many years, the Bell System
has offered a wide variety of data products to satisfy the needs of custom-
ers. This section describes two general categories of data products: data
sets and data terminals.

Data Sets

Digital computers and various types of data terminal equipment produce
data in digital form, that is, as a sequence of discrete electrical pulses.
While digital transmission facilities, which transport data in digital form,
are rapidly being deployed in the telecommunications network, analog
transmission facilities, which transport data as continuous -electrical
waves,’ still represent a greater share of the total network. Data sets (also
called modems) provide the conversion and control functions required to
transmit digital data over analog facilities. The Bell System has a number
of DATAPHONE® data sets available with different capabilities and

5 Chapters 6 and 9 discuss digital and analog transmission.

6 Registered trademark of AT&T Co.
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features suitable for a wide range of applications. Section 11.1.2 contains
a functional description of data sets and some of the specific types and
characteristics.

In general terms, the DATAPHONE data communications service
categories associated with DATAPHONE data sets are based on the type of
analog facilities used: narrowband, voiceband, or broadband; private
line or switched. Data sets are primarily categorized by the data transfer
rates they provide:

« low speed — up to 300 bits per second (bps)
- medium speed — 300 bps to 9600 bps (9.6 kbps)
« high speed — over 9.6 kbps.

In the case of the public switched telephone network (PSTN), including
Wide Area Telecommunications Services and foreign exchange lines (see
Section 2.5.1), DATAPHONE data sets permit customers to send data
between any two locations served by the network at speeds up to
4.8 kbps. A telephone set is used for setting up the channel and for alter-
nate voice communications. The calling and answering can also be con-
trolled automatically by the customer’s computer or data terminal.
Automatic calling and answering take place through appropriate interac-
tion with the data sets and associated automatic calling units. These units
dial, connect, and terminate calls.

DATAPHONE data communications service is also provided on
voiceband private lines. In this service, as with DATAPHONE data com-
munications service for PSTN applications, a DATAPHONE data set is
used on the customer’s premises. Arrangements can be added to permit
voice communications on the private lines and to permit access to the
PSTN for service backup in case of a private-line outage. Voiceband
private-line configurations can be point to point or multipoint; the latter
is more prevalent. Speeds up to 9.6 kbps are offered.

DATAPHONE 1II data communications service, the most recent offering
on voiceband private lines, employs a series of advanced microprocessor-
based data sets. These sets provide considerable built-in diagnostic, test-
ing, and on-line monitoring capabilities for a data network using diag-
nostic control devices at a customer’s central computer site. (See
Figure 2-2.) This capability is particularly important to customers such as
airlines and banks who have data networks with real-time applications.
These customers purchase terminals, computers, etc., from many
suppliers, and they must quickly identify the vendor responsible for
fixing a trouble.

7 See Section 6.2.1.
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Figure 2-2. The DATAPHONE |l data communications service
new family of data products includes data sets, a diagnostic
console, and a network controller.

High-speed data sets are used with analog broadband services. Both
point-to-point private-line and switched offerings are provided. Speeds
on broadband private-line channels range from 19.2 to 230.4 kbps. Broad-
band services find the greatest use in applications involving computer-
to-computer transmission of large amounts of information.

The Bell System also provides several auxiliary sets for use as adjuncts
to data sets. The automatic calling unit mentioned earlier is a commonly
used auxiliary set. Other data auxiliary sets perform functions such as
signal conversion and testing.

Data Terminals

Data terminals are the end points in data communications. They orig-
inate and/or receive data transfers. Teletypewriter, telegraph, and remote
metering terminals can be used with low-speed data sets to transmit data
on narrow-bandwidth analog circuits. Cathode-ray tube (CRT) terminals,
certain teletypewriters, and line printers along with medium-speed data
sets use voiceband private lines or the PSTN for data transfer. Some
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facsimile terminals, CRT terminals, and high-speed line printers are con-
nected to high-speed data sets to transmit and/or receive data over broad-
band analog channels.®

The outputs from a number of terminals, each connected to a data ser-
vice unit, may be multiplexed (combined) for transmission over the Digi-
tal Data System (DDS) network, which is described in Section 11.6.1.
The data service units perform functions similar to those performed by
data sets, except that conversion between analog and digital formats is
not required since the DDS provides end-to-end (terminal-to-terminal)
digital transmission. Computers may also appear as high-speed data ter-
minals connected to the DDS network via an appropriate data service
unit. The service provided the DDS network is called DATAPHONE digi-
tal service (see Section 2.5.4).

The Bell System offers many different types of terminals. Some of the
more recent offerings are in the DATASPEED’ terminal set line (shown in
Figure 2-3), a collection of high-speed data communications terminals that
includes CRT terminals, line printers, and intelligent interactive
input/output terminals. (Intelligent terminals typically contain logic and
memory capability.) New disk storage devices, offered with certain

Figure 2-3. DATASPEED 4540 line of data terminals.
(Courtesy of Teletype Corporation)

8 Table 2-1 in Section 2.5.2 lists narrowband, voiceband, and broadband offerings.

4 Registered trademark of AT&T Co.
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teleprinter and CRT terminals, permit message preparation and storage to
improve interaction with a remote host computer. Section 11.1.3 provides
more details on these data terminals.

2.2.4 SPECIAL-PURPOSE TERMINALS

Special telephone sets and auxiliary equipment make other services avail-
able to both residential and business customers. One such service is
automatic dialing from a directory of stored numbers. Some telephones
use punch-coded cards (card dialers). Others, like the TOUCH-A-
MATIC'Y S repertory dialer, automatically dial a number at the touch of
one button. The repertory of numbers is stored in electronic memory
(see Figure 2-4). Many of these telephones automatically store the last

Figure 2-4. TOUCH-A-MATIC S series telephone, the Bell System’s first
microprocessor-based telephone for the home. Important or frequently called
numbers can be dialed at the touch of a button. Red and green buttons at the
top of the panel identify emergency numbers.

10 Registered trademark of AT&T Co.
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manually dialed number and redial it when the user pushes a button.
Some designs have lights on their panels to help locate emergency
numbers.

Auxiliary equipment, including hands-free telephone equipment
together with electronic graphics, is also available for teleconferencing
between two or more groups. The 4A speakerphone, which is used by
both residence and business customers, has an omnidirectional micro-
phone and an adjustable loudspeaker to permit hands-free conversation
and allow a group of people to participate in a conversation (see
Figure 2-5). Portable conference telephone units are available for confer-
ences or for communication between a student confined at home and a
classroom.

Figure 2-5. 4A speakerphone. The loudspeaker is at the left. The transmitter
unit has a volume control, an ON/QUIET-OFF switch, and a solid-state ON/OFF
indicator light. The microphone is located under the switches.

The GEMINI* 100 electronic blackboard system uses a graphics
transmission terminal that can send handwriting over conventional
voice-grade telephone lines. It can be used for remote teaching and
teleconferencing at a number of different locations simultaneously. (See
Figure 2-6.)

11 Registered trademark of AT&T Co.
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Figure 2-6. A demonstration of the GEMIN/ 100 electronic blackboard.

Special-purpose terminals for business customers, like the Transaction
telephone, can automatically dial a non—Bell System credit service center
or data base for credit authorization or check verification. In a typical
transaction, a cashier slides two cards (the merchant’s identification card
and the customer’s credit card) through a magnetic strip reader in the
telephone set (see Figure 2-7) and then keys in the sale price on a
TOUCH-TONE telephone dial pad. The terminal automatically dials a
computer in a bank or credit agency and obtains a purchase authorization
as an audio response, a light, or a visual display.

2.2.5 AIDS FOR THE HANDICAPPED

Special Bell System equipment gives disabled persons access to basic tele-
phone service. Someone with impaired mobility may find automatic dial-
ing telephones and speakerphones easier to use than standard sets (see
Section 2.2.4). For people who have lost the use of their larynx, or voice
box, there is the artificial larynx (invented at Bell Laboratories in 1929),
which replaces the vibrations of normal vocal cords with electronically
controlled vibrations that can be formed into words (see Figure 2-8).
Several different aids are available to persons with impaired hearing.
Among these are amplifying handsets, sets with tone ringers, and sets
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Figure 2-8. The artificial larynx in use.
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that can be equipped with loud bells. The CODE-COM'? set converts
sound into either visual signals—a flashing light—or tactile signals—a
vibrating disk (see Figure 2-9). To alert a deaf person to an incoming
call, an ordinary household lamp may be plugged into the
SIGNALMAN'? relay switch, which causes the lamp to flash on and off.
Alternatively, an electric fan can be plugged into the unit to signal some-
one who is both deaf and blind by blowing air on the person.

Figure 2-9. COM-CODE set for the handicapped. When connected to
conventional telephones, this device allows a deaf person to receive messages
via flashes of light or vibrations. The circular vibrating pad is shown on the left
of the device, the sending key, which is used like a telegraph key, on the right.
Light flashes come from a recess (the black rectangle) to the left of the bell
symbol.

12 1 ademark of AT&T Co.
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2.3 CUSTOMER SWITCHING SERVICES

The term customer switching service describes an arrangement that permits
flexibility in the connections between one or more telephone lines and
one or more station instruments.!® Services can be tailored to the indi-
vidual needs of the customer and may involve additional equipment
either on the customer’s premises or in a central office.

2.3.1 CUSTOMER NEEDS

Customer switching services are provided primarily for business custom-
ers, although the communications needs of some very large residences
may overlap those of a small business. This section discusses only busi-
ness applications.

While the specific communications needs of business customers
depend on the size and nature of their businesses, for discussion pur-
poses, these requirements may be divided into four broad categories:
intralocation calling, incoming calls, outgoing calls, and communica-
tions management.

The first requirement is intralocation calling. Many businesses need to
communicate between stations on the same premises. This is known as
intercom calling. For voice communication, intercom call