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E DITOR'S I TRODUOTIO 

THE follo,nng paper on the R egulation/ of Urban 
[Ttilities in I Olea is the result of a prelin1inar~r stl1dy·, 
b3T l\I r . E . H. Do,Yne3T, in T lie H istory of Urban [Ttili

ties in, I ozcct which ha been p lanned b~T The tate 
Historical ociet~... of I owa as a part of a 111ore 
compr ehensi,Te histor3r of n1unicipal go, ... er n111ent and 
adn1inistration in this tate. ince the larger work 
will not be con1pleted for so111e tm1e it has seemed 
advisable to 1)11bli h this preliminary stud3T as a con
t r ibution to the I ozva AJJplied H istory eries at thi 
time. The so11rces of inforn1ation 111)on ".,.hich the 
author has relied ".,.ill be fo11nd in the notes and refe1·
ences following the text. 

BENJ. F . HAI\IBAUGH 

OFFICE OF THE S U-PERIXTEX DENT AXD EDITOR 

THE STATE HISTORICAL SOCIETY OF IO\YA 

Iow A C ITY 1912 
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AUTHOR'S PREFACE 

As the title clearly indicates, this paper on. R egulation of 
Urban Utilities in I owa professes to be no more than a 
preliminary study of a very larg·e subject. Neither the 
time nor the means were available for an exhaustive 
investigation of the history of urban utilities in Iowa or 
for personal visits to all of the States operating under 
public utility commissions. A statement of the studies 
actually made by the writer will perhaps sufficiently in
dicate the scope and the limitations of this investigation. 

In the first place, the public utility statutes of seven
teen States were carefully analyzed and compared. 
Secondly, the actual working of this leg·islation was 
studied from the reports and decisions of the commis
sions of Massachusetts, New York, and Wisconsin, and 
from numerous articles in '' The Quarterly Journal of 
Economics'', '' The Political Science Quarterly'', '' The 
American Political Science Review'', ''The Annals of 
the American Academy of P olitical and Social Science'', 
''Municipal Affairs'', ''The American 1'Iunicipal Re
view'', ''The Proceeding·s of the Conference for Good 
City Government'', and various technical periodicals. 
Thirdly, the statutes, legislative documents, and court 
reports of Iowa ,vere searched for public utility acts, 
bills, and decisions. Fourthly, questionnaires wer e sent 
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to the municipal officerc;; of e,·ery· Io,Ya city of fi,·e thou

sand or 1norr i11liahitant , a11cl to the managers of t,Yenty

fi,·e local 11tilitics. Fiftl1l)·, corres1)011clence and personal 

interYie,Ys ,, ere hacl ,\·itl1 leading exponents of ,;;arious 

shacles of opinion. ~ i'\.tl1ly·, tl1e \Yriter ,·isited the newly

created Public ... tilities ommi ion of Ohio in the spring 

of 191:2 ancl la tcr . pent a \Yeek i11 the office of tl1e Rail
roacl om1ni ion of ,Vi cor1 i11. 

onclu ion ba eel upon . tndie 11ch as the foreO'oing 

are 11ccessaril) tcntatiYe. Fortnnatel>·, ho,,e·ver, there 

is a 1na of recorded experience in urban 11tility contr ol 

and a \Ycll-c.., tabli l1ecl bod~· of expert opinion on the 
subject ,,hirh arr readily a,·ailable ancl \Yhich are be

lie,·ecl to jn tif) all tl1e concln. ion reached in this paper. 

The ,vriter' thanks are due first of all to Profe or 

Bcnj. F. ~-.han1hangl1, ~ nperintenclent of The ~ tate Hi -

torical i ociet)· of Io,, a, ,, 110 l1a g-i,·en clo e and con tant 

suprrYi ion to thi tucl>·, and to ,, ho e conn el it o,,es 

m11cl1 of ,,l1a tcYcr 111crit it ma~· po sc . Commi sioners 

Erick on aucl Roc1ner, Dr. far~aret chaffner, and 
Prof cs. or \\"illian1 Pence of the Railroad 01n1ni ion of 

,\riscon in g·a, e generously· of tl1eir time in explaining 

tl1e ,,ork of the Co111n1i ion. favor Han11a of Des 

f oi nee;; kind!)· c1etailecl the int ere ting· l1i tor)· of tl1e 

public utility litigation of tl1at city·. Inforrnation ,,as 

recci,·ccl fro111 1nan}· otl1er perso11 , but tl1e Ii t i too 
lo11g· to cnu111era te in this connection. 

E. H. DowNEY 
Tn1; 1J !\l\'ERS IT\ OF \\ ISCONS I!'\ 

nL\D1S01\ \Y1sco~s1~ 
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THE NEED OF REGULATING URBA~ UTILITIES 

AMONG the problems presented by the urbanization of 
modern life fe,v are more urg·ent, or more difficult, than 
the social control of public service industries. 1,lv ater 
supply, local transportation, telephones, g·as, and elec
tricity hay·e become necessities of life ,vherever civilized 
men congreg·ate in considerable numbers. These par
ticular services, moreo,Ter, posses t,,To special character
istics which set them apart from others that are no less 
indispensable. The public service industries, commqnly 
so-callecl, J>artake largely of a commercial character 
and they inevitabl3T tend to monopol}r. By reason of the 
first-mentioned feature these industries do not readily 
lend themselves to public unclertaking·; and because of the 
second they can not safely be left to unregulatecl private 
enterprise. 

The ser,Tices usually classed as pt1blic utilities are 
commercial in that their supply to private citizens an
s,,ers an individual rather than a collective need.1 In this 
respect the quasi-public services are clearly distingt1ish
able from those protecti,re and de,,elopmental fu11ctions 
which every civilized government performs as a matter 
of course. Police protection, military defense, and the 
admi11istration of justice are provided b3r the state be
cause they are essential to the existence of org·anizecl 
society. Eclucation is made free ancl compulsory because 

11 
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the community can 11ot safel3r allo,,T its chilclren to grow 
up in ig·norance. But there are no sucl1 cogent r easo11s 
for the g·ratuitous supply or compl1lsory use of street 
rail,vay·s or electric lig·l1ts. Current opinion holds that 
these and like conveniences can not justl3r be provided 
from the public revenue, but that they oug·ht rather to be 
paid for by the users thereof. Being· of this commercial 
character such ser ·vices may be furnishecl by the com
munit3T in its corporate capacity or they may be commit
ted to private enterprise as ma)T be most convenient i11 

. 
a11y g1\·en case. 

The plan of the pre ent paper does 11ot require a 
consideration of municipal versus private o,vnersl1ip and 
operation of public service ind us tries. Nor is any pre
sumption impliecl for or against either of tl1ese policies.2 

It is, however, perti11ent to note the special clifficulties 
,Yhich beset municipal undertakings in this field. 

I n a city of any magnitude the public serv'"ice in
clustries are large commercial enterprises, in,·olvi11g 
heavy initial in,,.estment, large outla3Ts for l1pkeep and 
operation, hl1ge purchases of labor ancl supplies, and 
much acl1men in acquiring business. For, though mo
nopolies, their market is not automatic. The telPphone 
habit requires culti,ratio11. The public must be taug·ht to 
use gas for heat and electricity for cooki11g. 1\.musement 
parks ancl reside11ce suburbs must be cle, ... eloped as feed
ers for the tractio11 system. Bl1siness firms must be 
i11duced to buJ' light, ,Yater, and po,ver ,vhich the3r mig·ht 
produce for themsel,·es. Unless ,vicle consumption is i11 
this ,vay secured, the economies of large-scale 01)eration 
can not be r ealized. Thus, as concerns i)roduction and 
sale, the problems of public utility manag·ement are not 
<liffere11t i11 ki11d, though they may differ in degree, from 
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those which confront the manufacturer of, say, a patent
ed article. 

To the business problems of local utility operation 
remain to be aclded those of a technical character. With 
the exception of se"rer and ,vater systems, all the in
clustries in question are of recent origin and, consequent
ly·, subject to rapid change. Within a generation horses 
ha,re gi·ven ,,Tay· to cables, and these in tl1rn to electricity, 
as the motive po,,Ter of street rail,vays. Within a decade 
'' central energ~y'' has displaced the dry-battery tele
phone; the ''flash-light'' has supplanted the ''drop'' 
switch board; and no,v the ''automatic'' threatens to 
supersecle the costly central exchange. In electric g·en
eration and transmission the rate of obsolescence is so 
rapid that the in,,entor 's triumphs of ten years ag·o are 
now museum exhibits. No businesses, probably, ~re 
more immediately or more profoundly affectecl by the 
progress of invention. None call for greater alertness 
or greater courage in discardi11g antiquated equipment. 

It must be conceded, therefore, that the management 
of local utilities calls for business and technical abilities 
of a high order. Unless the city can secure intelligence 
and continuity in supervision, expert ser·vice in the en
g·ineering·, accol1nting, and sales clepartme11ts, and admin
istration throughout with an eye sing·le to econom:y and 
efficiency, its success in this line is not likely to be 
notable.3 Few American commu11ities are able to meet 
these requireme11ts. The manager of a public plant is 
selclom selectecl for fitness solely; a11cl still more rarely 
is he given a free hand. Political ap1)oi11tments, padcled 
pay ro]ls, purchases from alclerma11ic favorites, and 
peculation in many forms ha·ve all too frequentljr marked 
the ml111icipal conduct of commercial enterprises. 4 1Iis-
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manag·ement, if not actual corruption, has brought to 
grief most larg·e undertaking·s of this character i11 the 
United tates.~ 

The disheartening failure of some important experi
ments has united ,vith the inherent clifficulties of such 
unclertaking·s to hinder the municipalizatio11 of inclustrial 
utilities in this countr'{. In 1 99 no ..c\..merican citv o,rned 

• • 

a telephone S}T tern, and but one operatecl a street rail-
,vay. Only 193 cities of 3000 or more inhabita11ts pos
sessed municipal electric plants, ,,Thereas 1190 were 
ser·ved by private concerns. Public unclertaking·s sup
pliccl g·as to 9 0 such cities, private enterprise servecl 956. 
iioreover, such municipal operation as existecl i11 these 
industries ,Yas confined almost entirely to the smaller 
places. But four electric and three g·as s1rstems "Tere 
conducted b3r cities of more tha11 30,000 pop11latio11.0 

The exceptions to the rule of private operation are 
,,Tater and se,ver s:rstems. These unclertaki11g·s demand 
less of technical expertnes ancl business judgment than 
most public utilities, ancl the ph3,.sical operations con
cernecl are relatively simple. The plant is comparatively 
,Tery cl11rable, a11d the rate of obsolesce11ce exceptio11ally 
lo,v. ..A .. t the same time these ser·vice ha,re lo11g· been 
recog·nized as appropriate go,rernme11tal fu11ctions. An 
abundant s11ppl3r of p11re ,,,.ater ,Tery ,Titally co11cer11s the 
public health. e,,,.ag·e removal must be comp11l or},.; and 
for that ,.,,er3r reason it oug·l1t to be free, i11 tl1e i11tere t of 
public sanitatio11. There is, accordi11g·l)T, a stro11g tend
ency t oward the taking· over of tl1ese 11tilities b3,. cit3r 
g·overnme11ts. O11t of 10 7 se,,,.er s3Tstem reported b},. 
American cities i11 1 99 but 42 \Yere i11 l)ri,,.ate l1a11d , ancl 
of 1427 urba11 " Tater "Torks 766 ,,ere mu11icipal enter
prises.7 

• 
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It is probable that municipalization of quasi-public 
utilities has made some progress in the United States 
since the last year for which reliable clata is available . 

.,. evertheless, the more cost(y- and complex t1tilities al
most universally remain private enterprises. J\Ioreo·ver, 
this conclition bids fair to conti11ue for years to come. 

either in the present nor in the immec1iate future is 
social control of these industries likel·r to be secured • 

tl1rough public ownership and operatio11. 

On the other hand, competition can not be relied on 
as a r egulator of urban utilities. The physical limita
tions under which these businesses are carried on, the 
exceptional economies of unified operation, and the 
peculiarly disastrous effects of competition therein are 
st1ch as to make monopoly "rell-nigh una·voidable. That 
quasi-public services are thus ''naturally'' monopoli~tic 
i something of an economic commonplace.8 Inasmuch, 
howe-ver, as this fact has hitherto not been squarely 
faced by the people of Iowa, it seems ,Yorth while to 
make a more cletailed examination than would other,vi.se 
be justifiable of the conditions ,y·hich make for monopoly 
i11 this field. 

In the first place, the necessity· of permanent struc
tl1res in, or under, the public high,,ray·s imposes an 
i11 llperable obstacle to ''free competition'' in urban 
l1tilities. Ob,Tiously it is out of the question to operate 
rival surface rail,va:rs upon the same str eet. Nor can 
the city permit an indefinite number of private corpora
tions to tear up pavements at their own con,Tenience for 
the installation and repair of pipes a11d concluits. Paral
lel lines on separate streets are, to be sure, physically 
possible - but clivision of territor}T is 11ot competition. 
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uch partial o,rerlapping· of eacl1 other's area is the 
l1tmost that ca11 orclinarily be expectecl from competing 
public service compa11ies. 

In the seconcl place, \\Tere unlimitecl replication of 
plant practicable the sl1eer eco11omic ,,Tastefl1l11ess of such 
a proceetli11g is prol1ibitive. Dual telephone ser,ice re
quires twice the number of i11struments, ,Yircs, poles, and 
ce11tral statio11 that ,Youlcl be 11eeclccl for the same num
ber of co11nections on a sing·le S}Tstem. T,,o gas com
panies i11 the same territory· mea11 t,Yo sets of mains and 
service pipes ,vhere one \\TOl1lcl a11s\\Ter e·ver3r l1sef11l pur
pose. Doubtless ,vaste of a similar ki11d occurs in all 
competiti,Te busi11e es. Bl1t i11 p11blic service industries 
the evil is imme11sel3T agg·ra va ted b·y· t,,,.o circumstances 
not encountered in ordinar3r bu inesses : first, each, com
petitor is oblig·ed to provicle a distributing· system suf
ficient for the e1ntire demancl of the territory ser,red ; 
a11cl second, the cost of sucl1 a sy·stem is enormous. 

E,ren "There the rival co11cer11s ser,Te cliffere11t patrons • 
i11 clisti11ct areas, thus avoidi11g· physical cll1plication ( and, 
i11ciclentall.r, competition as well) tl1ere remain larg·e 
sources of waste in the mere di,.,.ision of operations . 
..:1.ssumi11g the same ag·gregate of busi11e s, the expe11ses 
of 111anagement, eng·ineeri11g, ex1)erimentatio11, ancl ad
·vertising· are far g r eater for se,Teral co1npa11ies than for 
one. The purelJr industrial costs, per u11it of product or 
service, are lik:c,vise greater for a sn1all tl1a11 for a larg·e 
l)roclucer. Indeed, the 11nification eve11 of con1plementary 
utilities is 11suall3r aclva11tageous. Tl1e co11 oliclatio11 of a 
street rail,,Ta3r a11cl a11 electric lig·l1t a11cl l)o,,er co111pany, 
for example, 11ot 011l)r af-f ects a sa,i11g i11 overhead 
charges, but n1al{es possible a better l1tilizatio11 of eql1ip-
ment. For, if the co11cerns are separatel;y operated, 

I 
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each must stand ready to supply the maximum demand 
of its patrons. Since, however, the two ''peaks'' do not 
coincide, a smaller aggreg·ate plant, operated as a unit, 
will meet the composite demand. 

Throughout the :field of public utilities, therefore, 
combination is economical, and competition wasteful. If 
any community insists upon multiple service, either in
vestors must forego the accustomed return on capital, or 
consumers must pay for needless plant and equipment, 
needless managers and experts, and needlessly un
economic operation. 

Finally, competition, when it does occur between 
public service companies, is apt to be of the cut-throat 
variety. The advantag·es of unification being so over
whelming, each competitor strives to drive out or absorb 
the others so as to have the whole :field to itself. M;.ore
over, as already explained, each company must have a 
capacity, at least as reg·ards its distributing· system, 
substantially equal to the agg·regate demand upon all the 
companies. Since interest charg·es upon this excess 
plant must be met in any case, additional business adds 
less than proportionately to operating expenses. Hence 
the scramble for sales and the acceptance of new business 
at low rates. The temptation to price reduction arising 
from these two causes is fairly irresistible. 

The consumers' paraclise thus inaug·urated seldom 
lasts long. A period of price cutting and plant duplica
tion is wont to be followed by consolidation, liberal stock 
watering, and rates so high as not only to recoup the 
losses of former years but to pay dividends on a mass of 
hydraulic capitalization. 9 Not infrequently, indeed, the 
aftermath of irrigated securities and excessive charges 
is inflicted on the public without the antecedent era of 

2 
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low prices. For competitio11 i 11ot al,Yays undertaken in 
good faith. 1fany a franchi e i secl1recl olely with a 
view to '' sandbagg·ing' ' ome prosperous corporatio11, 
and for this purpose the mere power to compete often 
suffices.10 Whether bog·u or bona fide, however, the final 
r esult of competition in public 11tilities is always the 
same : the la t state of the community· ,Yhich so seeks to 

• 

cast out monopoly is ,Yorse than it first. 11 

The point may· perhaps be made clearer by concrete 
illustration. La Crosse, "\Visconsin, had a single gas 
lighting sy te1n from 1 56 to 1 1, ,vhen a Brush electric 
plant ,Yas erected. ix years later a11 Edi on company 
was cl1artered. The three concerns ,Yere operated in
dependently for a time, but were united by a'' community 
of interest '' after 1 97, and at length, in 1901, were 
merged in the La Crosse Ga and Electric Company. 
Alarmed by the threatened cessation of competition, a 
group of local bu ine men forth,vitl1 organized a third 
company and inaugurated a campaig·n of price cutting. 
The losses of the first year broug·ht the citizens ' enter
prise to grief, and its plant was leased to its stronger 
rival. till undismayed, public pirited residents incor
porated the Wisconsin Lig·ht and Po,ver Company, sank 
$350,000 in another superfluou plant and encled by sell
ing out to the La Oro s Gas and Electric Company·. The 
net result of this super-abunclant competition are: (1) 
a complete lighting monopoly; (2) four clisjointcd gen
erating plant , so badly located and ill-equipped that 
sub tantially all of the current used is bought from an 
outside company; (3) an incumbrance of $1,732,000 upon 
property that could be duplicated for $700,000 ancl is 
worth stjll less as a going co11cern; and ( 4) poor service 
at higl1 rates which yield inadequate ret11rns to the in
vestors.12 
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To cite an instance on a much larg·er scale, the good 
people of Boston, some thirty years ago, resolved to 
secure cheaper g·as by means of competitive bidding·. In 
furtherance of this laudable desig·n, they welcomed to 
their midst one J. Ed,vard Addicks, him who afterward 
so persistently aspired to a seat in t]1e United States 
Senate. 1Ir. Addicks incorporated himself as the Bay 
State Gas Compa11y ( of Dela,Yare) and also as the Bea
con Construction Company ( of Pennsylvania), had the 
gas company pay the construction company, in cash and 
notes, $5,000,000 for a plant ,vorth $700,000, sold enough 
construction compan~y stock to replace his act1.1al outlay 
without endangering· his control of the properties, and 
then proceeded- not, as the confiding public had ex
pected, to supply the city with water g·as - b1.1t to absorb 
the existing· coal g·as companies on terms hig·hly ady·an
tageous to himself.13 A subsequent attempt at competi
tion, backecl by the eminent :financiers of the Standard 
Oil Company, ended i11 a similar fiasco - the acquisition 
of operating· companies by· a holding· corporation and a 
plentiful issue of baseless securities.14 

These experiences are typical. Nearly every large 
city in the co1.1ntry· has, at 011e time or another, made 
costly experiments svith competition in the supply of 
public services. 1

;; No such attempt has succeeded hither
to nor is there much prospect of future success in this 
line of endeavor. 

But if competition is impracticable, unregulated mo
nopoly is not to be thoug·ht of. As waste is the outstand
ing characteristic of competition in the public utility 
field, so extortionate prices, excessive capitalization, in
adequate service, and discrimination as bet,veen con-
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nn1cr arc the fruits of u11rc train<'<l 1nono1Joly. Tl1e e 
cYil · arc too ,vcll k110\\'ll to require dc•tailed expo ition. 
\~ ct, since it i · .i ust thc f' abu e that havP. n1arle g0Yern-

1nc11tal rcg11lation of 1nunici1)al n101101)olie nece ary, 
a11<.l . inre it i h~r it uccc or failure i11 co1)ing there
,vith that an~ rcgnlatiYe ~~ te1n i 11ri111arily to bP j11<lcrr<l, 
a brief inqnir) into thP 11at11re ancl causc::s of the r 1na]-

11racticc ,rill l1crc he undertaken. 

EXCE::;:sIVE CIIARGES 

I.,ittlP 11f'C'<l he said of the dant1;Pr of extortio11nt0 
charg·Ps. J)uhlic utility cor11oratio1-., control uPce-.,~itie 
for "hich thert\ arc• 110 conY(•nie>nt ,uh--titute, au<l the 
11ricc of ,vhich i~ lin1itrd only h~· " ·hat the public ,vill 11a)' 

rather than g;o ,vithont. rro be nrc, the n1ono1)o]i-.,t ' 
J)o,vcr of extortion i~ not ,vithont li111it. CYP11 iP the ab-
l\ncc of 11ublic reg·nla t ion. 'u to1na r)· l)ricr, a" in the 

case of ..., trcct car farP , the fear of attracting· con1petitor, 
or <'Xcitin~ l)opnlar ,vrath, a1H1 p-.,pl'cinll~,. th0 incrE'a,L::.tl 
con ·u1nption that follo\\ s CY<'l'> re<luction of })rice, all 
serve to kPrp rates hPlo" a ccrtain l<•,·l~l of unrL·a,onahle-
11c• • • 111 Xo11e the le•..., , 111unicipnl n1onopol1e, co1nn1011l>-r 
clo e'\.act a far highrr rrt11rn for thl"' out la,~ incurred lrv , . . 
thc111 thnn cnn ordinaril~ .. h0 ecurl'd in co111pl'titivc hu~i-
ne sc"-,. 17 lt i'-1 thi" nbilit>" to It''> toll upon the 11nhlic, 
o, t•r ancl nho, e tbr coc:._t of "er, icl' IH'l'for111e<l. that alone 
crentes ''frnnchi e ,nine''. Ilo"r 111nch th1, tax nunnally 
nn1onnt to can not be definite 1, tntetl for the ,, hole 

• 

l JnitPcl .._'tnte<;;. 1..
1
0111e idra nla), ho"e,0r, hr gatl1erell 

fron1 thr fact that in 19Qj the 11ublic frnnchi,l'" of Xc,Y 
\"ork Cit> nlonc ,,0re cnpitnlizcll nt $-t-j0,000,000 1'-n 

11111 eqni,·alent to a ~ Parl) ta'( of five dollar on eacl1 
per on in the 1netro1)olitan cli trict. l)n the snn1e ba is 
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the franchise ,Talues of Greater .r ew York should no,v 
total $600,000,000. For, in the absence of effective leg·al 
restraint, monopoly privileg·es gro,v in value with the 
city's gro,vth i11 ,vealth and population. Every addi
tional inhabitant becomes a prospective patron, and a 
potential victim, of the public service corporations. 

I f the pili11g up of fortunes at the community's ex
pense were tl1e onl3r ill effect of the private exploitation 
of pu.{lic utilitie , the matter ~vo11ld be serious enoug·h. 
But that is not tl1e sole, nor the principal, consequence of 
exorbitant rates for pl1blic services. Such services enter 
larg·ely ancl increasing·ly into the expenditures of every 
urban householcl. In 1910 the people of Greater ew 
York paid $2 .35 per capita, or about $140 per family, for 
lig·ht and local tra11sportation alo11e.19 Taking all utili
ties together, ancl ha,,.ing· regard to the hig·her pri9e of 
g·as and electricity, it is probable that the people of Des 
J\Ioines pay e,'"e11 more to their public service companies. 
Obviously, therefore, the price of public utilities is an 
important factor i11 the cost of living· and thereby also in 
the standarcl of comfort among· the masses. Excessi,re 
charg·es for water, g·as, a11d transportation not only cause 
curtailment of expe11ditures in other directions, but lead 
to want of cleanliness, injurious economy in lig·hting· and 

• cookery, and cong·estion of population near places of 
employment.20 Ag·ainst such results the self-interest of 
a private monopoly affords no sufficient safeguard. Not 
infrequently·, indeed, a public service corporation has ex
acted rates so hi 0 ·h as to curtail its o,vn profits by pre
venting a normal development of its business:21 So 
unenlightenecl a policy is no doubt exceptional, but it 
remains true that the prices charg·ed by a private monop
olist, if left to his own devices, are almost in,Tariably 
hig·her than is compatible with the pl1blic welfare. 
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OYERCAPIT ALIZA TIO :X 

OYercapitalization 22 i at once an effect and a con
tributing cause of ClXCe iY0 rat(_) . C>n the one hand, 

tock ,, atcring (_lr,·e to concral unu ual J)rofit hotl1 
fro1n the lJl1blic and fro1n }JO ible co1npctitor ; on tl1e 
other baud, it n1ay ha,·e the pffect of entrencl1ing ex
tortion hC1hi11cl a barrier of , e ted intere t . It l1a been 
11lnn ibl) arg·uctl, indeed, that capitalizatio11 cau ha,?e no 

11cl1 influence on rate a i here contencled.23 For, it is 
aicl, the con11)lete t n101101Joly can charo-e no more than 

'' the traffic ,,·ill bear'' ancl tl1e Yolun1c of ecuritie i 11ecl 
can afl'ect neither tl1c abilit~ nor thl' cl0 ire to exact the 
utter1110 t farthing·. In thi · , ie,"·, the ,frectiYe caJJitali
za tion of a cor1Jora tiou <leJJC111ll n pou ea ruing·~. not uice 
re,. a. a11<l the 110111inal (1Jar) , alne of th0 ·tocks antl 
boncl ont-,tauding· is of no JJnblic concern. But tl1i 
arg·n1ncnt oYerlook certain i1nporta11t factor::- that g·o to 
detPr1ni11c ho,, 11111cl1 tl1c traffic \\·ill bear. ..:\. co1111)a11~? 
\Yhich pn? fiyc per cent on '3,000,000 of bon,1~ ancl 
t\\ cnt:v }J<'J' cent on :3,000,000 of . tock .... , n,l,Tert1::-e::- it 
})rosperit) to the ,, orld and invite::, attack fron1 the city 
g·0Yer111nc11t, \\ hercas tl1c ~a111c earning· · judiciuusl~ d1...,
tributed o,cr t\\·ice the ng-grcµ;atc of ::-ecnritiC' 111n) 
plansibl> be rC1presented as no n1orc thnu ·'a rc,1 onn ble 
r0tnr11 011 capital 111, c-;ted ''. r'nrtht\r, cnpitn]izetl ex
tortion, i11 th0 ,,n) of ''fra11cln. e Yaluc" nntl the l1k.e, 
011cC1 in till' hands of '· innocent })nrcl1n...,cr...,' ', 111n) be
eo111c propert> on "hich tht'} hol<lers nrc L'ntitletl to a 
r<.'H ounhle return \\ 1thi11 the protectio11 of the State nnd 
F1cd<'rnl 1011stitutio11 -. .!~ "C'o11fi:,cntor, rates'' in court 

• 

decision<:> ha, e often 111en11t rate insnflicient to llHY diYi-
tlends on i:;tocks tl1at rc1)rc cnt no tangible in, c t111ent.~3 

• 
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That the above reasoning is not simply academic is 
sufficiently witnessed by experience. The people of De
troit were compelled to allow $8,500,000 franchise value 
to a street railway ,vhose tangible assets ,vere but 
$8,000,000.26 Greater .r ew York is paying· dividends on 
$125,000,000 of ,vater in surface traction lines alone.27 

The rig·ht of the .r ew York Consolidated Gas Company to 
a return upon the capitalized ,1alue of its franchise was 
sustained by the Supreme Court of the United States.28 

The Chicago traction settlement provided for interest on 
$40,000,000 of bonds r epresenting eqt1ipment that had 
gone to the junk heap.29 

.r ot only as consumers, but also as in,restors, the pub
lic are injuriously affected by stock watering. 11unicipal 
utility securities are largely held by persons of moderate 
means and ought to be free from speculative elements. 
The industrial risks of a municipal monopoly in a -city 
of any size are almost nil. The market is secure and 
fairly efficient management in the interests of the cor
porate owners can hardljr fail of :financial success. If, 
not,vithstanding· these advantages, public service stocks, 
and even bonds, are freq11ently unsound, the fault lies 
mainly with overcapitalization. 

Urban utilities have been a fa,Torite field of the pro
fessional promoter, and capital inflation has been the 
chief means employed by him to gather in his harvest. 
In some industries, no doubt, the promoter does valuable 
work in the organization and :financing of new companies. 
But his usefulness i11 the field of urba11 11tilities is very 
limited. Speculati,Te enterprises are not wantecl here, 
and sot1nd projects are :financed with relati·ve ease. 
Typically ancl in the main the urban utility promoter has 
little part in the actual development or operation of the 
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industries he organizes : his first and last concern is the 
manufacture and sale of securities.30 To provide his 
profits ther e ml1st be a somewhat wide discrepancy be
tween the market value of the securities sold and the cost 
of the property on which they are based. In a '' going 
concern'' this excess may represent the surplus earning· 
of monopoly. But time is required to develop the busi
ness and realize the earning·s, ,vhereas the promoter 
desires before all things a quick r eturn. His work is 
done at the inception, r e-org·anization, or consolidation 
of enterprises. The margin bet,veen tangible assets and 
the par value of the stocks and bonds marketed by him 
r epresents, not demonstrated earning capacity, but the 
roseate hopes of speculator s and the golden promises of 
prospectuses. 31 The promoter unloads his securities 
upon the un,vary and leaves his victims to r ecoup them
selves as best they may at the expense of customers. If 
they fail of their expectations - why, ''there's many a 
slip 't,vixt the cup and the lip.'' 

The extent to which American municipal utilities are 
o·vercapitalized is indicated by the following table : 

TABLE I 
C.APIT.A.LIZATION PER ~ I ILE OF TR.ACK IN 1899 32 

London str eet railways ......... . ............... . .. $ 79,632 
J e"' York street railways . . . . . . . . . . . . . . . . . . . . . . . . . . 201,381 

Berlin street railways . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,708 
Chicago street rail ,vays . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118,334 
Liverpool street railways . . . . . . . . . . . . . . . . . . . . . . . . . . 94,494 
Philadelphia street railways . . . . . . . . . . . . . . . . . . . . . . . . 265,510 
Glasgow street railways . . . . . . . . . . . . . . . . . . . . . . . . . . . . 54,866 
St. Louis street rail\\'ays . . . . . . . . . . . . . . . . . . . . . . . . . . . 306,644 
l\Iassachusetts street r ailways (1898) . . . . . . . . . . . . . . . . 46,600 

ew York State street railways (1898) . . . . . . . . . . . . . . 177,800 
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Pennsylvania street rail,Yays (1898 ) 
Great Britain street rail"·ays (189 ) 
United States street rail,,ays (1 9 ) 

• • • • ♦ • • • • • • • • • • • 

. . . . . . . . . . . . . . . . 

. . . . . . . . . . . . . . . . 
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12 ,200 
47,000 
94,100 

A glance at tl1e abo·ve table sho,vs that capitalization 
bear no relation to ph3r ical property·. The street rail
ways of l\Iassachuset t are 11perior to those of the 
United tates at larg·e in point of construction ancl equip
ment, 33 while the P hiladelphia 34 and St. L ouis SJ'stems 
a re notoriously amo11g· the ,,orst in the country. Nor 
can it be supposecl tl1at the surface lines of e,,r York 
and Chicag·o, at a time ,,he11 their r especti·ve plants 
urg·ently needecl rehabilitation, 3;; ,vere more tl1an twice as 
valuable as the tram,,Tays of Lonclon and Berlin. 

The s3,. tematic cli crepa11cy bet,veen capital and in
vestment appears all the more clear ly from a stucly of 
particular cases. Perhap as g·ood an instance as an3T is 
affordecl by the succes i,,e reorganizations of the sur face 
lines of Ke"' York CitT". Bet,veen 1 6 and 1 96 not more • 

tha11 $5,000,000 "Tas pent on con truction and better
ments, ,vhile the i11clebted11ess g·re,,, from $35,4 6,9:23 to 
$76,266, 10. During· the next clecade about $35,000,000 
was put into im1)ro,Tement s, a11cl the liabilities ro e to 
$234,3-4::2, 23. I11 otl1er ,vorcl , rather more than $150,-
000,000 of water hacl bee11 aclclecl b3T the R;yan-W11itney
.\\,.idener interests to rather less than $75,000,000 of 
assets.36 l\,fessrs. Yerkes, Wiclener, and E lkins similarly 
irrig·ated the Chicag·o street rail,,Tay·s to the extent of 
$75,000,000.37 L e tit be thoug·ht that traction companies 
enjoy· a monopol3T of stock ,vatering·, the exploits of Ad
dicks, , , nitne3T, and others i11 the :field of artificial g·as 
may be callecl to mi11cl. P hilaclelpl1ia, 1 ew York, and 
Chicag·o, as ,,Tell as man3- smaller cities ( including Des 
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1\I oi11cs, Io,Ya) l1a vc profitccl b}T tl1c fi.11a11cial pio11eering 
of tl1e e g·c11tleme11, but their achiev1nents in s taicl old 
Bosto11 n1a}T be take11 as typical of the re t. Tha11ks to a 
succes ion of l1olcling co111panies, leasi11gs, ancl inter
co11tract , the gas com1)a11ic of tl1c IIub ,\·ere, i11 1 99, 
capitalizecl at $1 G0,000,000 - bei11g· seventeen times the 
·vall1e of tl1e pro1Jert)' use(l antl u efl1l for the public ser
·vice. a oming 11earer ho1ne, tl1e eclar Rapids Gas 
Lig·l1t 01npa11~· built its pla11t fro1n tl1e proceecls of 
bond ancl issuecl $150,000 of tock ag·ainst a t"·c11t)·-~·ear 
franchisc.30 

I11 ta11ces mig-l1t ea il)· be 1nl1lti1)1iecl,4° but the fore
goi11g ,, ill Sl1ffice. 1 tock ,Yatering, i11 the sen e of an 
exce s of ca1Jital over taug·iblc l)l'O})ert~, is fairl~· char
acteri tic of JJ11blic ser,·ice con1pa11ie . I11 an 111)-to-clate 
cor1)ora tion, the tang·ible a cts are coverccl b~· 111ortgag·e 
bo11cl. , the 111argi11 over thi a11101111t ,Yl1ich the fairl}· ex
Jlectablc earni11g· ,, ill ju tif~· i repre entecl by preferred 
stock ,, hile tl1e co1n111011 tock, at the ince1)tio11 of tl1e 
e11ter1Jri e, sta11ds 011l)T for tl1e fl1ture gro,, tl1 of the co111-

JJan: ' s b11 i11ess.41 

INADEQUATE SER\ ICE 

Inadequate ervice is, to sou1e extent, the tleliberate 
hl1si11e s JJolic)· of 111l111ici pal 11101101)olir . 'l1l1i tl1ougl1t 
is excelleutl)' e'(1Jresse<l by tl1e fa111on::i a: ing attrib11ted 
to :i\1 r. Charles F. 1r er]ces: "The di,·idencls .1re in the 
stra1Js' '. ...\ cro,Yclecl car costs little 111ore to OJJerate tl1an 
an 01111)ty one. I Ience tl1c 111ore 1n1sscng·er 1>er tri1J the 
greater the profit~ })Cr car 111ile. Since tl1e })l1blic l1a no 
cl1oice ln1t to 11se the acco111111odations l)l'OYidcd, the 
trect-car co1111)a11)T l1as no inccntiYe to rn11 111ore car 

tha11 tl1c traffic a bsol11tel)T r ec1l1ires. Kot '' ... .\ seat for 

( 
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e,Tery passeng·er'' but ' ' A jam on e,Tery car'' is the stock
holder 's ideal of efficient manag·ement. This principle 
holds of all private monopolies. I n the absence of out
sicle pressure no privately owned municipal utility can be 
expected to furnish service that is aclequate from the 
standpoint of public convenience. 

P ractically, indeed, local public service not infr e
quent ly falls belo,v the standard set by the permanent 
interests of the monopolist. This anomaly is made pos
sible by the almost complete separation which the modern 
form of corporate organization effects between o,vner 
ship and business contr ol.42 I n what may be termed the 
typical case of finished financing· the whole original in
·vestment is made by bondholders who, not,vitl1standing·, 
have no voice in the manag·ement of the corporation. 
The directors ancl managers, being elected by and 1-~e
sponsible to the stockholder s, naturally devote more 
attention to paying· dividends than to maintaini11g· the 
·value of the property. If the company· is heavil;y water
log·ged, the di,ridend requirements, added to fixed charges 
and operating· expenses, may easily absorb the e11tire 
revenl1e, leaving· no surplus for extensions and improve
ments. Even upkeep may be slig·htecl and operating· out
lay reduced to the minimum. Conseql1ently·, ,vhe11 plant 
and equipment are "\'{Orn out the3r ca11 only be replacecl by 
the sale of fresh securities. I f the city has g·ro,'{n rapidly 
in ,vealth and population, ancl if no public authority 
compels a rate reduction, the new bonds may be marketed 
without discharging the prior incumbrance agai11st the 
propert}~, bl1t only at the cost of i11creasing· the annual 
fixed charg·es. Even so, the clay of reckoni11g· is uut post
poned. Soon or late, the bonclholclers foreclose and the 
inevitable re-organization beg·ins. 1Iea1r\-vhile, needed 
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additions have been deferr ed, antiquatecl eql1ipme11t l1as 
been r etained, and profitable patro11age turnecl a,,,.a},. for 
sheer ,Yant of facilitie . 

uch wa the history of the P hiladelphia Rapid 
Transit ompan},. ,Yhose balance sl1eet for 1906 sl10,Yed a 
net income of $303,996 out of ,v11ich to pay· cli,,.icle11cls 011 
$30,000,000 of tock and pro,icle for additions a11cl better
ments. 43 ucl1, too, "',.a tl1e hi tory of tl1e tractio11 )TS
tem of Ne,,,. York City wher e the operating companies, i11 
spite of enormous ear ning , ,,·ere ba11kruptecl b},. higl1 
finance ancl ,,,.here horse cars are still i11 u e 011 a line 
boncled for $2,553,097 per mile ! 44 Ir. Yerke beql1eathecl 
to the Chicag·o treet rail,Ya-:5,. a clebt of $50,000,000 ancl 
a pla11t \Yhich r eql1irecl immecliate rehabilitatio11 a to 
track , poles, ,Yires, po,Yer l1ouses, ancl rolling tock. 43 

O,Tercapitalization, in short, not onl)' burclens consl1mers 
and fleeces stockl1olcler s, but cripples the service of tl1e 
corporations affected. 

DISCRI~IIN"ATION BY P"GBLIC UTILITIES 

Discrimination ma},. be taken to mean tl1e unlike trcat
n1ent of co11sumer s under like conclitio11s. Not e,,.er"'{ • 

ineql1ality of rates, ho,ve,,.er, is to be accountecl a ca e of 
cli crimination. Differences of price may be ju tifiecl b>T 
a ·,tarietv· of circl1mstances. Fol1r cases ma,- be mentionccl 

• • 

for tl1e ake of illustration. 
A. It co t le s to supply· a gi,Ten ,Tolumc of }Jrocluct 

or ser,,.ice to 011e large tl1an to e,,.eral small co11sumcr, . 
llf uch le cli tributing pla11t i r equir ed a11cl tl1e expe11. e 
of collection ancl management are like,,·ise sn1aller. 
Witl1i11 certain limit , therefore, there i as ml1cl1 ju ti
ficatio11 for recll1ced r ates on large ql1a11tities i11 a public 
11tilit)T as in a private bu ine s. 
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B. Service costs less per unit for long·-hour than for 
short-hour users. A public utility must be prepared to 
supply, not the average but the 1naxi1nuni demand - and 
to this demand the store ,vhich uses electric current, at 
most, one or two ho11rs per day for a fe,v months in the 
year aclds as much, lamp for lamp, as an all-nig·ht r es
taurant. l\Iuch more equipment is neecled to supply a 
gi·ven number of kilowatts to the one class of consumers 
than to the other. Continuous users are, on this account, 
clearly entitled to lower rates, thoug·h the reduction is 
perhaps most equitably made by means of a combined 
current (meter) and installation charge (minim1-1m 
bill) .4G "\\That has been said of electricity holds, in a less 
deg·ree, of cour e, of water, gas, and telephone service. 

C. For reasons analogous to those just stated, ser
vice costs less ''off'' than '' on the peak''. Public utilities 
require very extensive and costly plants - insomuch 
that the permanent investment usually is se·,i'"eral times 
the annual revenue. Interest charges 1-1pon this invest
ment continue ,,Thether the plant ru11s or not. l\f uch of 
the equipment (s1-1ch as poles, pipes, co11duits and build
ing·s) cleteriorates 11early as fast ,vhen idle as when in 
use. Obsolescence, or supersession by inventions and 
clisco,Teries, g·oes on independently of the operation of 
the pla11t. Hence ''fixed'' or ''constant'' costs - costs, 
that is, ,vhich do not ,Tary with output - form the greater 
part of the total expenses of operation. 

On the other hand, the demancl for service varies 
rather extremely, not only from one season to another 
but during· the course of each day as well. Prod1-1ction, 
moreover, must usually be contemporaneous with enjoy
ment. This is obviously and unqualifiedly true of trans
portation and of message t ransmission. Electricity, too, 

• 
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ran not hr rhea11l~· . tored nor can ga for ,vinter con-
u1nptio11 hr n1anufactur(_)<l cluriug the preceding l1n1mer. 

\\"at(_)r, incl(_)rd, n1a~ he accu1nulate<l in re erY01r , h11t 
the cli trihnting ~ ten1, at lea t, 111n the adequate to the 
n1nxin1un1 in tantaneou clen1ancl. 11 uch of the equip-
1nrnt of e,·rr)· 11nhlic utility·, therefore, i needecl only 
for a fe\\ '' rush hour 1 

', <,tanding idle the rr t of the <la~r. 
Ilene<.> ..,er,ice ''off the l)(_)ak'', or point of n1axin1n111 de
n1a11d, cot carce1~ .. 111orr than the ''variable" or "1Jar
ticular'' expen <' of })rodnction. ~•ale ''ofI tl1e peak'' 
at 11rire-., \\·hich ,, ill a little 111ore tl1an J)a~· for the extra 
Jabor, 111atrrial. and fn01 n ed, and for the extra ,,·ear and 
tear rntailP<l. contribute ju t o 111urh to the fix(_)tl co ts, 
and <;.,o 111ake po<;.,s1ble lo,, er rate to con u1ncr ·' 011 the 
1) ea k ' ' . .ii 

'l'he reduced rate con1n1onl, crrantc<l h,r ga.., au<.1 • t"> • 

ll'ct ric co1npa 11i(_) for clay-light consl11nption, h~· tele-
Jlho11<' co1111>c1111es on night 111e:-. ages, and h~ treet rail
,, n).., nt certain hour of the <la), . ufficic11tl) illn trate 
thP pr1nciplP t•t forth in tl1c for()goiug· JHll'c'U4ra1lh. In 
P\ (_)r>T ... uch case, rn te 111a) be 111ade ,, hich ,, oulcl be ruin
on if HJ)}lli(_)d to the entire hu ine..,s of the Jlnblic utilit>·, 

llllJ>l>· hPcan~e fi\.ed charge 1ua~· be ignoretl in co1111)nt
i11g- the cot of'' lack-hour'' operation .• \t the sa111c 
tin1e, :pPriall~ lo\\ 11rirr 111a> be 11eeded to induce 111anu
fartnr0r-., to bu~ el(_)ctr1c JlO\\ er, l1ou e\\ iYes to cook \Yitl1 
gn~, or ~t reet car llatrons to ride during· p "riotl of lig·l1t 
traffic. 80 loug· a.., -;nch reclucell rat()::. arc 111orc tl1an 
. uflicient to Ul()Pt the })articular co t of the er,·ice, and 
. o lo11g a · bu in0 :, i. secured thereb~· "hicl1 col1ld not 
ha,(_) bern had at the orclina r>· }lrice .. , rn h-ho11r con
• nrncrs are not injured, and 1na~" b(_) benefited, b> tl1c 
rccluctions. 
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D. It may· sometimes be justifiable to secure addi
tional busine s, e\.,.en '' on the peak'', by means of rate 
r ecluctions. Thi is trt1e, for instance, where a ·utility, 
because of a decline in population or the failure of the 
city to gro,v as rapidly as was expected, has a capacit~r 
i11 excess of the maximum demand upon it. It may like
\Yi e be true ,vhere the addition of a fe,v large consumers 
,,ould permit operation on a greater scale and, conse
quently, a lov{er u11it-cost of production. In both these 
cases the additional business adds less than proportion
ately to the total co ts of operation so that, e,·en at 
r educecl rates, it ,vill yield a net revenue which may be 
applied toward fixed expenses that would otherwise ha·ve 
to be met by the regular-rate customers. It may even be 
better, both for the utility ancl fo r its other patrons as 
,,ell, that such added business should be secured at prices 
which yield somewhat less than the ordinary profit on 
outlay than that it should not be secured at all. 48 And 
large con umers may well be in a position to exact such 
terms, since tl1ey may be able to supply themselves at a 
cost not greatly exceeding· that of the public service 
company. 

The foregoing· may st1ffice to illustrate what may be 
termecl '' leg·itimate discrimination'' in local utility rate
making·. The exceptions noted are all based, to some 
extent, on the cost of the service. At the same time, the 
value-of-the-service, or ,vhat-the-traffic-v;,.ill-bear, prin
ciple is r ecognized so far as its application is necessary 
to a full development of the business. E quity as between 
consumers does not require that r ates shall be absolutely 

• 
u11iform nor that the same percentag·e of profit upo11 out-
lay shall be deriv·ed from every class of ser,ice.49 

N" orn1al profits 11pon the e11tire business may, witl1out 
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injustice, be made up of hig·h ancl lo,v r eturn classes so 
long· as each class contributes something· to fixed ex
penses, and so long as lo,Y r ates to one class do not r esult 
in higl1 r ates to anothPr. 

Objectionable discrimination, i11 contradistinction 
from leg·itimate classification, occurs \Yhene,Ter any ser 
,ricc is supplied at no mor e than prime cost to t he plant, 
or '' on the peak ' ' service at a price \Yhich does not pro
·,/icle pro rata fo r the fixed expe11ses of the business, or 
,vhene,Ter one person is compelled to pay mor e than 
a11other for a like ancl contempor aneous service. Dis
criminations of this sort may be maclc as bet,veen classes 
of service, as bet,veen large ancl mall consu1ners of the 
same class, or as bct,Yeen 11 ers of like q11antities under 
similar conclitions. 

Class discrimi11ation so1netimes results from unintel
lig·c11t scheclule making. T hus a flat meter cl1arg·e favors 
shor t-l1our user s as a flat in tallation charg·e (so much 
per lamp per 1nonth, for example) fa,To r s long·-ho11r users. 
For the co t of ser ,·ice is 111ade 111) of at lea t t,,·o ele
me11ts: a '' clen1ancl cost'', an ,,Tcri11g· to :fixecl operating 
expe11ses a11cl proportionate to 1naxi1num i11sta11ta11eous 
clemancl ( active i11stallation) ; a11cl a11 '' output cost'' an
S\\rering to the ·variable expe11 es of procl11ctio11 a11d pro
portionate to qua11tity co11 11mecl. 50 I na m11cl1 as tl1ese 
t,vo cost factors ,rar:y inclepe11clc11tl)r, 11eit]1er t}rpC of flat 
r a t e can be just to both lo11g· ancl hor t-ho11r cons11mers. 51 

l\f a11ufacturers' r ates, insofar as they· cli r egarcl time of 
use, ma3r be ope11 to a similar objcctio11.52 T o juclg·e f r om 
rate in·vestig·ations in , ·1\7isconsi11 11cl1 cr11dities are b)r no 
means un11sual. 53 gain, ma1111facturers a11cl n1er chants 
may be favorecl becau e member of tl1e e cla es are 
pec1111iarily intcre tecl in the local 11tility·. l\I ost f r eq11ent-
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ly, however, class discrimination appears in the form of 
reduced rates for large quantities - large consumers be. 
ing confined to certain classes of service. 

Reference has alreacly been made to the fact that 
large quantities of most products or services can be 
furnished at lower rates than small amounts. But the 
reductions to large consumers frequently are out of all 
proportion to cost of service. Thus, in 1910, telephone 
rates in Boston ranged from eight cents per message for 
residence phones to t"~o cents per message for unlimited 
business service.54 The Beloit (Wisconsin) Water Com. 
pany, in 1909, furnished 265,000,000 gallons of water to 
one manufacturer and two railway companies for $4,594, 
whereas business houses and domestic consumers, during 
the same year, paid $24,000 for 377,000,000 gallons. 
Stated in other terms, the three favored consumers pro
Yided eleven per cent of the company's revenue and took 
thirt)T-nine per cent of its total water supply. Operating 
costs amounted to 5.76 cents per thousand gallons: pri
vate consl1mers paid 6.36 cents; while the large users 
paid 1.73 cents, or scarcely more than the bare cost of 
pumpage. 5;; Certain stores at Marinette, Wisconsin 
formerly paid four cents per thousand watts for electric 
current, of which the output costs alone, with no allow• 
ance for interest on investment, upkeep, or overhead 
charges ,vere four and one-half cents.5c 

Cases so extreme as the foregoing may be exceptional, 
but they are by no means rare. Public utility managers 
apparently feel that the large consumer's business must 
be hacl at ,Yhate,~er price he can be induced to pay; and 
the large consumer takes fl1ll advantag·e of this attitude 
to obtain ser,Tice at prices much belo,v its vall1e to him. 

ervice at less than cost, however, reqt1ires further exT 

3 
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planation. It may be due to bad book-keeping· or it may 
be attributable to partial ownership of the utility by the 
favored customers. In any case, the practical effect of 
below-cost rates is to exploit a multitude of small con
sumers for the benefit of a few large users. 

Whatever plausible grounds may be urged for dis
criminatory rates ostensibly based on class or quantity 
of service, discrimination between persons can have no 
shadow of justification. That one man should pay more 
than another for the same kind and quantity of service 
under the same conditions strikes lay and learned alike 
as indefensible. 

P erhaps as g·ood an illustration as can be found of 
personal discrimination is afforded by the accompanying 
table of electric lig·ht rates in Marinette, Wisconsin. 
These :fig·ures, taken from the records of the Railroad 
Commission of Wisconsin, sho,v that saloon-keepers in 
that city paid all the way from eleven and one-half cents 
to one dollar per lamp per month. Here was no question 
of long and short-hour users, of different installations, or 
of larg·e and small consumers : the differences ,vere purely 
personal. 

TABLE II 

RA.TES FOR ELECTRIC LIGHTING OF SA.LOONS IN l\Ll.RINETTE, 

WISCONSIN, 1909 57 

NUMBER OF LIGHTS FLAT RATE PER. hlONTH FLAT RATE PER LIGHT 

6 $ 4.50 $ .75 
8 3.50 .44 
8 3.75 .47 
8 4.00 .50 
4 2.50 .62 
7 2.00 .29 
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NUMBER OF LIGHTS FLAT RATE PER MONTH FLAT RATE PER LIGHT 

27 12.50 .46 
18 10.00 .55 
14 7.00 .50 
15 6.45 .43 
15 5.00 .33 
12 6.50 .54 
13 4.00 .30 
12 9.00 .75 
79 9.00 .11½ 
11 6.50 .59 
15 5.00 .33 
14 7.00 .50 
21 8.50 .40 
6 4.50 .75 
9 4.50 .50 
3 1.50 .50 
3 3.00 1.00 • 

The example afforded by the above table, though ex
treme, does not stand alone. The Public Service Com
mission for the Second District of ew York State found 
that no fewer than 31,000 out of 337,000 telephone sub
scriber s ,vere on special contract rates and that the re
ductions to these favored consumers totalled $2 4,000 
annually.58 irany similar instances have been uncovered 
by the 1Iassachl1setts Board of Gas and Electric Lig·ht 
Commissioners 59 and by the Public Service Commission 
of Ohio.60 uch personal discrimination is disg·uised in 
many " '"a)TS. ometimes discounts are so arrang·ed that 
the net charg·e is less for a larger than for a smaller 
quantity; 61 sometimes a r ebate is given for the owner
ship of such facilities as a telephone instrument 62 or a 
water meter, 63 usually provided by the public utilit)r; 
sometimes the consumer, by private arrang·ement, re-
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cei'\Tes more ser vice than he pays for, as when a four
party subscriber is g·iven a si11g·le-party phone.64 What
e,.,.er the form, the substance of personal discrimination 
appears to be univer sally practiced by unregulated mon
opolies. 

pecial favors to particular persons may· be granted 
for various r easons. ometimes it is a matter of political 
pull, as probably in the case of certain :&farinette saloon 
keeper s. 6" Ag·ain, co11cessions may be obtained through 
personal or business con11ections ,,ith the utility owners 
or manag·ers. ~lost usually·, ho,,e,.,.er, special rates are 
the r esult of hig·g·ling·, conce sions being· g·ra11ted to such 
prospective customers as will not take the sern.ce under 
the r egular schedule. In this "'Tay exceptio11s to the pub
lished tariff may become so numerous that the latter 

• 

ser,Tes only as a point of departure. 

Thus far it has appearecl : first, that larg·e l1rban 
utilities in the United tates, at present ancl as a rule, 
ca11 11ot be efficiently operatecl by ml111icipalitie ; second, 
that s11ch utilities in pri,Tate hands i11es·itabl3.,. become 
monopolies ; and third, that the actual ancl potential e·rils 
of unreg-ulated monopoly are intolerable. T l1ese con
cll1sio11s are neither new nor startli11g·. It has long· been 
r ecog·nized b3,. economists that there is a field of natural 
monopoly witl1in "'Thich con1petition i 11either practicable 
11or expedient; and English law from of olcl ha Sl1bjected 
mo11opoly to a deg·ree of reg·ula tion 11ot cleemed neces ary 
i11 competiti,,.e businesses. 

From ver,,. earlv times everv busine ,,hich in,,.ol,,.ecl 
• • • 

Yirtl1al 1no11opol3,. of a commo11 11ecessit3,. h.a bee11 treatecl 
a a p11blic calling·, charged ,,ith extraordinary duties, 
a11cl l1eclgecl about '"'"ith exceptional r estrictions. 66 111 the 
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::&I iddle Ag·es, when travel was difficult and travellers 
were few, there ,Yas commonly but one place of public 
entertainment in a , 7illag·e, but one horseshoer in a 
countryside, and but one ferr:f upon many miles of an 
unfordable stream. Under these circumstances custom
ary law requirecl the inn-keeper,67 the smith,68 and the 
ferryman u9 to r e11cler g·ood a11d sufficient service, to ser,Te 
all comers ,Yithol1t clistinctio11 of persons, and to charg·e 
110 more than a reasonable price. imilar cluties rested 
upon the surg·eon 70 \Yhen medical kno,,Tleclg·e ,,Tas closely 
monopolized, llpon the ,rictualer71 before the cla}TS of com
petition in the retail g·rocery· bl1siness, ancl upon the 
common carrier 72 from the begin11ings of reg·ular tracle 
to the present cla:v·. 

The list of public employments has been alterecl from 
time to time to meet changing economic and social ¥011-
ditions, but the l111clerl}~ng· principle of the la,v ha,,e re
mained the same throl1g·hout. ....\. ,Yas said by Lorcl 
J ustice Hale ome three l1undrecl years ago, businesses 
that take 011 the character of monopoly '' are affected 
with a publick intere t, and they cea e to be jiiris privati 
onl:r· '' 73 Thi principle, 11ever ,vholly lost sig·ht of,7 4 ,,,as 
authoritati,,el}r reaffirmecl t,,To centl1ries later b}' the 1,1-
preme Col1rt of the "C"11itecl tates in tl1e notable case of 
11urt1i vs. Ill inois,7 3 ancl l1as si11ce been applied in many 
decisions to a11 e,,er-expancling· realm of economic life.76 

Urban utilities clearly '' are affected with a public 
interest''. They occupy· the city's streets b}r v~rt1,1e of a 
public gra11t; they· exerci e the right of eminent domain 
by al1thority clerived from the State; and they possess 
the power of mo11opoly over common necessities. Hence 
they are rig·htly termed quasi-public businesses and ub
jected to a11 exceptional clegree of go·vernmental control. 
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]\fiddle Ag·es, ,vhen travel was difficult and travellers 
were few, there ,,,.as commonly but one place of public 
entertainment in a villag·e, but one horseshoer in a 
countryside, ancl bl1t one ferry· upon many miles of an 
unfordable stream. Under these circumstances custom
ary la,Y required tl1e inn-keeper,67 the smith,68 and the 
ferryman 69 to rencler g·ood and sufficient service, to ser,,.e 
all comers ,Yithout distinction of person , a11cl to charge 
110 more tha11 a reasonable price. imilar cluties rested 
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Fortunately there is no longer any disp11te as to the 
need of regulating public service companies. The neces
sity of social control in the public's interest is admitted 
eve11 by the spokesmen of the companies affected.77 The 
only questions are, in what ,vay and by what arm of go\"'
ernment shall such control be exercised? Shall the task 
of regulation be entrusted to the cit3r or the State, to the 
leg·islature, the executive, or the courts of la,v? Shall the 
r estrictions imposed be rig·id or elastic, i11 the nature of 
commands or of prohibitions? \Vb.at limits shall be as
sig·ned to the regulative authority and ho,v much of initi
ative and discretion shall be left to those ,vho advent11re 
their private means i11 public service industries? To 
throw some light upon the answer to these and like ques
tions, by showing how they have bee11 ans,verecl else
where and ,vith ,Yhat r esults, is the purpose of the present 
study. 



, 

II 

THE FAILURE OF LOO.AL REGULATIO.r 

THE organ of l).rban utility control that lies nearest at 
hand and has been most extensively tried is the city gov
ernment. The municipality possesses certain very ob
vious ad,Tantag·es for dealing ,,rith its o,vn public service 
problems, and these the advocates of ''home rule'' have 
not failed to emphasize.7 8' The city's officials are familiar 
\\7.th local conditions and are immediately responsible to 
the community affected by their acts. one the less, 
American cities have generally, and somewhat conspicu
ously, failed in their attempts to regulate privately 
operated utilities. Of the reasons for this comprehen ive 
failure, some are eradicable and, so to speak, accidental; 
others are permanent and inhere in the nature of the 
problems to be sol\red. 

Of the obstacles ,vhich may be termed accidental, two 
only need here be mentioned - the pre,,,alent misgovern
ment of American cities and the inadequate powers 
hitl1erto vested in municipalities. 

~f unicipal mi rule, boodle councils, autocratic bosses, 
and civic indifference too frequently have incapacitated 
our cities for the performance of the most ordinary 
functions of local go·vernment. ~Iuch more has the in
eptitude of cit3" admini tration prevented intelligent 
handling of the complex problems of pl1blic service r egu
lation. Fortunatel~T, howe·ver, there are no,v abunclant 
signs of the comi11g of a better orcler in things municipal. 

39 
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Commission government, the short ballot, popular initi
ative and referendum, the enlistment of experts in local 
administration, and above all the quickened interest of 
the ordinary citizen, g·ive credible promise of effecti·ve 
city manag·ement. The outlook is particularly hopeful in 
I owa, where great progress has been made ,vithin a half
dozen years.79 1'Iisg·overnment, accordingly, is to be 
accounted a temporar:r ancl extraneous obstacle to 
municipal control of local utilitie . 

Much the same may be said of the insufficient powers 
hitherto give11 to city governments. P artly on account 
of the prevalent corruption of cit}T politics, partly be
cause governors and legislators de ired to share in 
municipal patronage and municipal g·raft, most cities of 
the United States have been kept in leading string·s. The 
State has imposed an arbitrary limit upon debts and 
taxes, prescribed the form of internal org·a11ization, with
held the most necessary powers, and inter£ ered at will in 
matters of purely· local concern.80 The cities have thus 
been hea,Tily handicapped in their dealings with public 
service companies. They ha,.,.e lacked the power to ac
quire utility properties and the ft1nds to pay for them. 
The}.,. have bee11 denied the authority to examine accounts, 
super,ise construction, control capitalization, and compel 
adequate service. But these defects of po,,er are not 
incurable, nor do they prove the inherent incapacity of 
cities to reg·ulate their 0,,11 public ser,ice industries. 

There are, ho,,ever, substantial ancl irremediable dif
ficulties in the way of municipal co11trol of local utilities. 

ince there still are advocates of unqualified home rule 
in utility matters, it ma~T be " .,.orth while to examine 
certain of these inherent impediments, e,.,.en at ome risk 
of tediousness. 
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In the first place it should be noted that some subject 
which it is hig·hly important to reg·ulate are beyond the 
competence of a cit:y g·overnn1P-nt, however well-conducted 
and howe, .. er ample its powers for local needs. The 
org·anization and po,,,ers of corporations and the issue 
and transference of corporate securities must be g·o·v
erned by g·eneral la\\rs, uniform throug·hout the State. 
Hence, the vital matters of capitalization and consolida
tion or merg·er, can be controlled only by a ce11tral 
authority·. 

Ag·ain, urban utilities to an increasing extent tran -
cend the limits of a single municipality. In the telephone 
business out-of-town cans are so important that no com
pany which does not provide long-distance connections 
can hope to gain or hold subscribers. The suburban 
t r olley lines racliating· from a city like Des Moines ar e 
ph} .. sically, if not corporately, stems of the street railway 
system; while, per contra} interurban companies often 
control the street rail,v-ays of smaller places. Gas, elec
tric, and e, .. en water companies sometimes serve more 
than one community. For example, water, g·as, a11d elec
tricity are supplied to Valley J u11ctio11 by Des ]\Joines 
companies; Ceclar Falls receives its g·as, electricit)-..-, ancl 
telephone service from Waterloo; and ~Iarion is similar
ly an appanag·e of Cedar Rapids in respect to its public 
utilities. There is, then, a considerable and gro,ving· 
mass of inter-city· utility relations which ml1st be co11-
trolled by· some at1thority superior to the municipalities 
concerned. 

Furthermore, the reg·ulation of public service corpo
rations is too complex a11d costly an undertaking· for any 
bt1t the larg·est cities to attempt. Rate-making·, valua
tion, the Sl1pervision of serYice, and the pre,"e11tio11 of 
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discrimination call for a high degree of technical kno,vl
eclge and aclmini.strative capacity. No municipality in 
this State cloes, or could afford to, maintain a staff of 
eng·ineers, accountants, and other experts sufficient to 
ascertain, from time to time, the value of utility proper
ties, keep track of ne,v construction, replacements, and 
clepreciation, compute unit costs of production, interpret 
current accou11ts of maintenance a11d operation, and test 
the aclequacy· of the er,rice r ecei,red b}T the public. That 
is to a·_y-, 110 Iowa cit3T does, or can, pro·vide itself ,vith 
the informatio11 needecl for intelligent utility r eg11lation. 
Nor ca11 an}T community of moclerate size secure a com
l)etent aclmi11istrati,re bod3r. The ma3Tor and the city 
cou11cil can not, in addition to tl1eir other duties, be 
cleeply· ·versccl i11 utilit:r question . Tl1e cost of a high 
g·rade commis io11 ,vhich sl1oulcl cle\Tote its entire time to 
local utilities ,,Tould be prohibiti,Te, ancl an un1Jaid body 
- uch as some cities possess 1- could 11ot be expected 
to accomplish much. E,Ten ,vere it feasible for the cities 
si11gly to provicle effecti,re superv·ision, a central com
mission for the ,vhole tate ,vol1ld ob,riou ly· be far more 
economical. 

Finally·, a municipal governme11t can harcll}T be ex
pectecl to prove a satisfactory arbiter bet,Yeen a local 
utility and its 1Jatrons. The cit)T officers are rather the 
acl,rocates of the constituents llpon ,vhose ,Totes the}T de
pend than impartial jl1dg·es of the matters i11 co11tro,Tersy. 
It ml1st be remembered that jl1stice to pl1blic ser,Tice com
panies is as important to the public as to i11,Testors. If 
utility· compa11ies are 11ecdle sly· l1arassed, if l111rea on
abl31 lo,v rates are imposed or l1nrea 011able erYice 
exacted, capital ,vill flo,Y to 1uore attracti,Te :field a11d the 
cit}T ,vill suffer from inadeql1ate facilities. E,Ten-hancled 
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ju tice, however, is not often to be looked for from an 
interestecl party. .Add to this inevitable bias the too 
frequent popular exasperation ov·er real or supposed 
,vrong·s a11d tl1e further fact that a rate orclina11ce com
mo11ly is the culmination of an anti-corporation cam
paign, and it ,vill be seen that the chances are ag·ainst 
fair clealing· on either side. On this g·rouncl alone, a 
tribunal remo,red from local interests ancl a11imosities is 
hig·hl}T cle irable. 

The e a priori arg·uments are abl1nclantly supported 
by actual experience. J\I unicipal control of pl1blic ser
vice corporations has been a prolific source of corruption, 
has fosterecl ill-,vill bet,veen companies a11cl consumers, 
and has failecl to correct the abuses at ,vhich it ,Yas 
aimed. 

For ,vant of suitable administrati,Te machiner}T reg·u
latio11 has bee11 attemptecl by mea11s of stipulations 
in ertecl in franchise g·rants. The applicant for a fran
chi e is a seeker of favors ancl is usually willing· to make 
concessio11s. Thi mode of reg·ulatio11 has, ho,vever, im
porta11t clisadvantag·es. 

Franchise makers can not foresee the city's gro,vth 
11or the technical chang·es ,vhich may re,Tolutionize the 
i11clustr}T during· the life of the contract. I11 the course of 
the '' eig·hties' ', the ,vater process reclucecl the cost of 
illuminating g·as b3r one-half; ,vithin the first decacle of 
the present centur3T, tl1e incanclesce11t ma11tle has made 
fuel gas a·v·ailable for lighting purposes ancl r endered 
ob olete the canclle-po,Yer test of efficiency. A street 
r ailway franchise g·ranted t,venty-fi,Te J'ears ago ,vould 
ha,Te "Titnesscd the super session of horse b}T cables ancl 
of cables b3r trolleys. There is no reaso11 to suppose that 
the tra11sformations of the future \\rill be less rapid or 



44 APPLIED HISTORY 

complete. This, then, is the :first drawback to regulation 
by franchise : the terms are no sooner agreecl upon than 
they begin to be obsolete. To grant a long·-term, rigidly 
dra,vn franchise, is to tie the hands of the city with a 
contract the conclitions of which become more inappli
cable ,vi th ever}r passing· year. 

On the other hand, a short-term grant, such as the law 
of Iowa now requires, is just neither to the public nor to 
investors. I f treated in good faith, as a terminable grant, 
the investment must be '' amortizecl ' '. That is to say, 
over ancl aboYe operating· expenses, upkeep, interest, and 
ordinary clividends, a sinking· fund m11st be accumulated 
for the retirement of boncls and the redemption of stock 
at the expiration of the franchise. Tl1is \\rould 11ecessi
tate ver}r hig·h charges ancl woulcl leaa also to indifferent 
mai11tenance in the later y·ears of operatio11. In practice, 
tl1e rene,val of a short-term g·rant commonly is counted 
upo11 b;y both the city ancl the grantee. The termination 
of such a fra11chise :finds both parties at a clisadvantage. 
The cit}T can not do ,vithout ser,rice pending a 11ew a{)'ree
ment, 11or can it force the existing utility· to sell its plant 
to tl1e mu11icipalit3r or to a11other corpor ation. The com
panJ' ca11 neither remo,re its permanent str1,1ctures nor 
clispose of its propert)r at anything like its real ,ralue. 
Under these circumstances each party attempts to 
''bluff'' the other into an unfair barg·ain. The city 
al1thorities talk loudl)r of competition, or - as once hap
penecl i11 Des l\Ioines 82- prepare to 011st the olcl com
pany from the streets. The company retaliates - as also 
occurrecl in Des l\foines 83- b:r setting· up the claim of a 
perpetual rig·ht, or, as in Columbus, Ohio, by threateni11g· 
to ' ' tur11 off the g·as' '. 

Even a pro,,ision for m11nicipal purchase is but a 
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partial protection ag·ainst the ills of a short-time g·r ant. 
Mor eo·ver , no practicable franchise can be short enough 
to avoid the objections of too g·reat rigidit3r. Private per
sons will not invest large amou11ts of capital in a quasi
public enterprise unless there is r easonable cer tainty that 
their p rincipal, at least, will be r eturned before the ex
piration of their rights. Twent;y-:five years appears to be 
near the mi11imum duration necessar y· to attract capital 
on fa\.,.orable terms, and this period, as has been seen, is 
long enoug·h to permit of two revolutions in a public 
ser,rice industry. The only thorough-g·oing remedy is a 
r evocable franchise, with a public purchase clause and 
provisions for the periodic r evision of r ates and the con
tinual supervision of service - which raises again the 
administrative diffic1-1lties already spoken of. 

Franchise g·ranting notoriously occasions a larg·e 
share of the corruption and misrule that so commonly 
prevail in the g·overnment of American cities.84 The ex
clusive pri\ileg·e of supplying· g·as fo r public consumption 
ma3 ... be worth millions in a metropolis, thousands in a 
country to,vn. I t is often cheaper, and sometimes easier, 
to obtain the privilege by bribing· the council than by 
compensating· the city or by making· concessions to con
sumers. E\.,.en when the city fathers are perso11ally 
incorruptible, they may be indirectly bribed by an offer 
to lig·ht the str eets at less tha11 cost, or fur11ish free tele
phones in the city hall- ancl make it up at the expense of 
private consumers.85 J\Iost mu11icipalitie are chronically 
out of funds, and it seems simpler to replenish the public 
treasury in some such covert " .,.ay· than to Taise the as
sessed valuation of taxable propert-j.... Trickery, also, is 
resorted to and well-intentioned officials are ov-er-reached 
by sl1arp practices.80 
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The " "ell of corruption is not stopped ,vhen the fran
chis~ is secured. The utility company is al,vays in need 
of r enewals, extensions, permissions to operate in streets 
not heretofore occupied, and other favors. The city gov
ernment, for its part, has a continuing power of annoy
ance and many a '' strike ordinance'', prof es sing to 
require a minimum temperature of sixty degrees in street 
cars, a uniform pressure in g·as pipes, or the remo,Tal of 
unsightly poles from the thoroughfares of Redbrush, is 
destined to no other end than to shake the plums from 
the corporation tree. H ence the utilit}T companies g·o into 
local politic for reasons offensive and defensi,Te. They 
are behind e,Tery local machine, and they back every· city 
boss from the Grand achem of Tamman3r to the petty 
dictator of an Iowa town. 87 J: or is it onl}T the betrayal 
of public trust that springs from this state of affairs. 
Public utilit}T relation , which ought to be settlecl in a 
spirit of juclicial fairness, after full inqt1ir}T, are threshed 
ot1t in the midst of a hot political campaig·n. Often, in
deed, such questions d"'arf every other issue in a local 
election ancl di,Tert pt1blic attention for years from the 
ordinary functions of municipal g·o,rernment. The g·as 
troubles of Boston 88 in tl1e '' eig·hties' ', the street r ailwa}T 
dispute in Detroit 89 under J\Iayor Pingree, and the pro
longed traction contro,rersies of Chicag·o0 0 and Cle,Te
land 91 in more recent year s, are instances in point. 

If barg·aining is tht1s seen to be ineffective as a mode 
of reg·ulating· local utilities, r eg·ulation by city· ordinance 
is not much more satisfactor·y. Rate orclinances seldom 

~ 

are based upon extended inquiry or exact k11owleclg·e. 
Tl1e celebrated 11inety-cent g·as orclinance of Des 1\Ioines, 
for example, "'as hurried through the City Cot1ncil ,Yhen 
110 repre e11tatiYe of the g·as compa11y ,,Tas present .9 :? 
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E ·ven in tl1ose rare case ,vhere i11ve tig·ation precede 
legislation tl1e in, ... e tig·ator 's finding are as likely as not 
to be ig·nored b).,. the la"wakers. hicag·o, for instance, 
paid $10,000 93 for a report by J\lr. '\\Tilliam J . Hag·enah 
recommencling that the price of g·as be fixecl at e, ... e11tJT
se,,en ce11ts, and then proceeclecl, after a11 exciting· 
campaign ,vag·ed largely on the ga is ue, to enact a 
seventy cent ordinance.94 The particular ca e just men
tioned are neitl1er unu ual nor extreme. As already 
explained, clecisive action is apt to be taken in a time of 
hig·h-,vrought feeling· and to· represent popular prejudice 
arid resentment, rather than intellig·ent judg·ment. Often, 
indeed, as in the Chicag<i gas ca e, the ordinance fulfils 
a campaign pledge. Whether or not injustice is done, the 
utility affected is pretty sure to appeal to the col1rts and 
clela,.,. the e11forcement of the r educed rates for some • 

;years, e,,en if it cloes 11ot finall}T establish their i11validity. 
The attempt to control rates ancl ser,ice by ordinance 

amounts, i11 fact, to r eg'Ulation by la,vsuit. The informa
tion upo11 ,vhich the city's statute hould have been basec1 
is obtainecl after its e11actment, by a ma ter in chancer;', 
a11cl the leg·islation is made to stanc1 or fall by the facts 
so establi heel. I11 all uch litigation tl1e city i at grave 
di aclvantag·e. 

In the first place tl1e public ser, ... ice company is certain 
to have the long·er purse ancl the abler ad,.,.ocates. Few 
local utilities of any consequence are co11trolled by local 
capital. Ten Ol1t of fifty Io,va companies in,.,.estigated by 
the writer are foreig·n corporations and t,ve11ty-t,vo oth
ers are controlled b~T holding· companies. The traction 
vstem of Des J\1oi11es i o,v11ecl bv the J\IcKinlev svndi-.. ... .. .. 

catc; the g·as ,,ork b~.,. the "G11itecl Ga Impro,Tement Com-
pa11).,. of Philadelpl1ia. The .c\.merica11 Teleg·raph and 



TC'le1Jho11e 101n1>a11~ control ncarl~ all the i1nportant. 
e\:cha ngC'. in tl1c ~ 1 ta te. 111 fact, the financial .. trcng-t h or 
the local utilit: i to b0 1110a. ur0d, not h~· it._ local incon1 , 
bl1t b~ tl1e re ourcc of the l?;l'Cat con1hinatio11 of "l1icl1 it 
i a l)art. 

111 the cconcl IJlacc, tl1c fact n1)on "hicl1 tl1c con rt' 
cleci ion ,,ill depend arc in thr kC'er)i11g of thC' cou1pnny, 
not the city. Book and account._ 111a:., he }Jro<lucccl in 
court - hut cla1na crincr rccorcl arc likelY to be '' lo t 1

' or ..., ..., . 
inacl, ertc11tlr cle"'tro~ eel. 'I1hc city' inYe...,{i!£ator , no( 
i11freqne11tl)· are l1i11derccl a n1uch a llO iblP, n 11<1 t hl'i r 
e tin1a te of in Ye t111011t, incon1e, ancl co t of J)rodn<'t ion 
are often little better than !fUC • C".>. '' ~\cld to the• c oh-
tacle the fact tl1at e'\11e1rt "hose futurP livclihoocl 

<le1>en<l ll}JOB c1nplo: 111ent h: 1Jriva to corporation n rP 
loth to te tif)· for tl1c cit)· and th difficulty· of ohtaining 
rYi<le11ce on bel1alf of the })ublic ,vill b0. H})parcnt. I I •11c0., 
citic often lo e utilit, ca e ,, l1ich, on the 111crits of' the 

• 

controvPr"-) , they ought to ,, i11. 
If citiQ-, have, on the,, hole, fnilrc1 effcctnally to r<•~u 

late rate and C'rYice. the~., l1ave carc0ly atte111pt<'<l to 
})rc,·ent tocl{ ,, atering, corporation ,,·recking, detPriora
tion of ..,e1, 1ce, an<l cli cri1nina tion h "t,, cc11 patron . rl'h<' 
glari11g· 111"-tance recited in an earliPr ection of' thi~ 
}Hl}Jer all occurred under 111unieiJHll upervi::-iion. Nor 
"a tl1c failure to correct th0..,e1 ahu c ,vholly due to 

co1 ruption or \\Tant of 110,ver. 'l'hc control of capitaliza
tion can not ,yell he , <' t0cl in 111u11icipalitie I and o, <'!'

capitalization 011en · thc, door to 11lant ,kinning·. ex(•1>-, iYr• 
charge_, and 11oor ..,rrvic . I >i-.cri1nination, too. i bP) ond 
the r each of a11,.,. ,1111uini,trnti,~c 1nachinerv 1h~1t 111od(1 !'at ~ 

• • 

,iz cl citic 110 ... c- s or can afford. ity· nrdi1Janr•c-
u-..uall:~ J)re"Cl 1be on)~~ 1naxi111nn1 rate . becau ~ council 
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do not have, and can not obtain, information on which to 
base a classifiecl schedule. I or is the means at hand to 
pre,,.ent departures from the published rates by way of 
rebates, private ag·reements or otherVirise. 

Even municipally conducted utilities are not superior 
to the need of outside super·vision. However honest and 
well meaning·, local authorities rarely· are equal to the 
task of keeping accounts in intellig·ible form. It is an 
exceptional citJr ,,,.hose re ponsible officials can tell ,vheth
er the municipal lig·ht or water plant is making or losing 
money, and on \Yhat kinds of service such g·ain or loss is 
incurred. Receipts and disbursements usually are classi
fied by irrelevant funds· and so fail to show the ''fixed'', 
''output'', and ''consumer'' costs, or the net income 
from each class of consumers. In providing for func
tional ''general'' ''contingent'' ''bond'' and ''tax'' 

' ' ' funds, the necessity for a depreciation fund is apt to be 
overlooked. In many cases a fictitious profit is sho,vn by 
ignoring interest, depreciation, and expenses of manage
ment, or an apparent deficit produced b3r failure to credit 
the plant for ser,rice rendered to the city. 

Benig·hted bookkeeping· of the sort above set forth is 
so common that particular instances may seem invidious. 
Yet, because g·eneral statements are at once easy and un
convincing·, a fe,v illustrations ,nll be ,Tentured ,vith the 
caveat that these cities ha,,e not sinnecl abo,,.e others that 
are in Iowa. The records of the 1\fadison (Wisconsin) 
water works were kept in such shape that the Railroacl 
Commissio11 was oblig·ecl to make up a ne,'"' set of accounts 
from the original ,,.ouchers in order to ascertain the con
dition of the business a11d the reasonableness of the rates 
charged.90 The J efferson (Wisconsin) Water and Lig·ht 
Commissioners failed to separate the operating accounts 

4 
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of their ,vater and light plants, ,vith the result that the 
former was losii1g money ,vithout the commissioners be
ing a,vare of the fact .97 imilar conclitions existed with 
respect to the Cumberland C'\\7 isconsin) electric light and 
,vater plant.98 I n none of these cases was a proper de
preciation account kept, or a proper ubdi,,.ision made of 
construction and operating co t . 

To cite an I o,,.,.a insta11ce, the publi hed reports of the 
Dubuque City 1\7 ater Works do not reveal the amount of 
water furnished to the city, the school district, bu iness 
establishme11ts, or private residences, the rates paid by, 
or the co ts charg·eable to, any cla s of consumers, nor 
the co t or value of the plant. A net profit is indicated on 
the face of the returns ; but ince no allo,,Tance is made 
for interest, depreciation, or taxes, and no credit given 
for ,vater consumed by the city, it is impossible to tell 
whether there ,vas not in fact a deficit.99 Yet the Du
buque report is a rather favorable specimen of I owa 
municipal accou11tancy. 

I t may be thought that faulty accounting is, at worst, 
a ve11ial offense. But bad bookkeeping, like charity, cov
ers a m11ltitude of sins. Economical manag·ement is 
unlikel)T ,Yhen neither the people nor their elected repre
sentati,.,.e are in a position to detect extra,,.agance or 
peculation. Discrimination is almost certain " ,.hen n<>' 
one kno\\TS how much any cla s of co11sumers ought in 
fairness to pa},.. Under such circumstances the com
mercial users, ,vith their superior organization and po
litical influence, are ",.ont to be fa·vored as ag·ainst 
householcler .1 0° Free service to the city or other public 
bodies similarl),. relie,res taxpayers at the expense of con
sumers 101 ,vhile the opposite effect is proclp.c.ed by a 
deficit made up out of the g·eneral revenues. Disregard 

) 
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of depreciation, lastly, leads to periodic and permanent 
' increase of the public debt and of the bur den upon tax

payers.102 
Both theory and experience, therefore, would seem to 

require some form of tate control over urban utilities. 
Not that the municipalities should be stripped of all au
thority in the premises. On the contrary, a considerable 
measure of home rule in public ser,rice matters should be 
retained. Local powers might even be increased in some 
particulars. But the State should take over those phases 
of utility reg·ulation which municipal governments a re 
not well fitted to control and should supervise the admin
istration of other matters that are entrusted primarily to 
the local authorities. 



\ 

• 

III 

THE .t\..PPROP RI .1:\..TE OR G.1-\..1 OF TATE 
REGULr\..TION 

IF the tate is to exercise co11trol over urban 11tilities, it 
m11st 1Jro·vide an organ appropriate to that function. The 
,York can not be effecti,rely performed b}? the leg·islatt1re, 
the co11rts, or the orclinary executiv·e. o much is clear 
from the briefest consicleratio11 of the problem involvecl 
in t1tility rcg·ulation . 

.. \_ hig·h deg·ree of flexibilit~r is incli pe11sa ble to tl1e 
st1ccessful co11trol of local utilities. Co11clitions ,Tarv so • 

m11cl1 from place to place that u11ifor111 rate for ervice 
or u11iform rule ancl reg·11lations are ,,holl}T impracti
cable. Tl1e cit)T's pop11lation, it cle11 it~T ancl its rate of 
increase, tl1e ,,realth of the com1n11nity· a11cl the distrib11-
tio11 thereof, the presence or ab ence of ,,Tater po,,er, the 
proximit)r of a coal Sllppls', the topograph~T of the city, 
the facilities for rail,Ya~T tran 1)ortatio11, a11cl ma11y other 
circ11msta11ces, affect the ,rolu1ue of ale , tl1e 1111it co ts of 
procluctio11, ancl the reaso11abl011es of })artic11lar rate . 
,vithi11 tl1e same con1n1u11it~T tl1e ad,Ta11ce of tl1e i11cl11 trial 
arts, the g·ro,vtl1 of pop11latio11, the e11croachment of ma11-
11f act11res 11po11 reside11cc clistrict , a11cl tl1e b11ildi11g· 111) 
of 11e,,r s11burbs operate, amo11g· otl1er ca11 e , to alter the 
co11clitions u11cler ,,hich p11blic ser,Tice b11 ine es are car
ried 011. 

Ob,TiOll l3r 110 leg·islati,rc bocly· co11lcl 1111clertake the cle
tailecl supervisj 011 of such busi11es es thro11g·hout a 

-o ,)..; 
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populous State. Time ,Yould not suffice for the hearing· 
and debates upon the numberless private and local acts 
that would be required. J: or can a legislature, by any 
stretch of the imagi11ation, be supposed to possess the 
special kno,vledg·e necessary for intelligent rate making. 
As was well saicl by the Supreme Court of Wisconsin, 
' ' Because of the multitude of detail, the intricacy of the 
subject, the expert knowledge required, the numerous 
separate in,Testig·ations of inter-related questions of fact 
which are 11ecessar3T, and the necessity for frequent 
chang·es and acljustments i11 rates or service, a legislative 
body, the members of ,,Thich are chosen for short terms 
from the bod3· of the people, would find it an actual rather 
than a leg·al impossibilitjT to fix just and r easonable 
rates' '.1 03 I n I owa this whole field is foreclosed to the 
General As embly by the constitutional inhibitions 
ag·ainst special leg·islation.104 

The courts, also, are peculiarly unfitted to deal with 
questions of utility rates and service. In the first place, 
litig·ation bet"·een parties is the only method of judicial 
inquiry known to the jurisprudence of English-speaking· 
countries. This means: (1) that no investigation can be 
made and no action had unless some one is sufficiently 
agg·rieved to shoulder the immense pecuniary burden of 
prosecuting a ca e throug·h Sl1ccessive tate and F eder al 
trib1,1nals; (2) that, since no court can undertake an in
dependent in-vestigation, the ultimate findings must rest 
upon '' that most unsatisfactory evidence, the t estimony· 
of experts employecl by the parties'' ;105 and (3) that the 
law's proverbial delays - ancl expenses -inter,·ene be
tween a wrongful charge or practice and its r emecly. 

In the seco11cl place, the facts found require to be in
terpreted ancl applied by men, who incleed are learned in 

\ 



54 APPLIED HISTORY 

the la,v, but ,vho ha·ve no special kno,ltledg·e of business 
in general or of local utilities in particular. Their very 
expertne s in an alien :field is an obstacle here, ince legal 
r easoni11g is metaph)Tsical a11cl declucti,Te ,vhereas ac
cou11ta11c)T a11d e11g·i11eering· (leal 011ly ,vith matter of 
fact. La tl:T, courts ha,{e no administrati,·e machinery 
aclequate to tl1e super,Ti ion of public utilit)T corporations. 

The courts tl1em el,·es l1a,Te been 11ot u11minclful of 
their o,vn limitations. \\rhen tl1e i sue ,vas :fir t rai ed in 
tl1e '' Gra110-er Ca e '' tl1irt1T-six ·vear a 0 ·o the 1upreme b • • ._, 

Col1rt of tl1e nitecl tates held tl1at rate-making· is a 
legi lati,·e functio11, ,vith ,vhich courts can ha,·e nothing 
to <lo.106 Thi ,iev•{ "·as hortlJ· aba11clo11ecl, 10• but ju
clicial reYie,v of rates :fixecl by leg·i lati,·e authority l1as 
al,va)T hee11 con:finetl to the cletermi11atio11 of the ingle 
que tion, ,, l1ether tl1e rates thus pre cribecl ,,·ere o u11-
rea onabl:· lo,v a to effect a practical co11:fiscation of 
property.H>s 111 other ,, ord - and tl1i i a principal 
clra,vback to rcgulatio11 b)T la,,· uit - a court can 011ly 
l1pl1olcl or overtl1ro,,· tl1e particular rate co1111Jlai11ed of in 
tl1e ca. e hef ore it. It l1a 110 JJo,ver to llb .. titl1te a new 
rate for one cleclarecl l1nla,vful, 1

'
1n 111nch le' to co11 trl1ct 

a com1Jlete tariff of charges. 
Fi11all:T, the ordinar)T e,ecutiy·e officer of the tate 

l1a,Te 11eitl1er tl1e ti111c nor the JJecial fitne to uper,Ti e 
a 111l1ltitl1dc of local ntilitie . To pa intellig·ently llJJOn 
an ar)plicatio11 for a11 increa e of ca1)italizatio11 reqt1ires 
a11 iuvc tig·atio11 i11to tl1e value of the propert:·, tl1e rate 
an<l earning·s of tl1e cor1Joratio11, the amot1nt of bond and 
1:,tocks outsta11cling·, a11d tl1e J)l1blic 11ece it:· for e11larg·ecl 
faciliti0 . To malce a chedule of rate that hall be j11 t 
to consun1ers and investor alike it i neeclfl1l to kno,v 
the vall1e of the property <levoted to tl1e public t1 e, the 
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unit cost of production for each class of service and the 
r eturns r easonably to be expected from the rates pr o
posed to be put into effect.110 To insure adequate service 
there must be frequent tests by competent inspectors. 
To make publicity of accounts effective the companies 
must be required to report on uniform, scientifically pre
pared blanks; and the data thus secured must be compiled 
and interpreted by a trained statistician. All this de
mands aclministrators ,vho are familiar ,vith matters of 
finance, accountancy, and engi.neering· and who ar e not 
burdened "rith a multitude of disconnected duties. 

The control of public service industries, in fact, be
long·s to no one of the traditional departments of govern
ment. Rate-making· and the regulation of service are 
legislati\Te functions in so far as they consist in the 
formulation of rules for futur e observance.111 The 
reasonableness of particular rates or practices and the 
adequacy of service are judicial questions in that they 
require the ascertainment of facts and the application 
thereto of existing· rules of law.112 The work of making 
inspections, tabulating reports, and supervising· accounts 
may be termed executive. But these distinctions are 
rather more nominal than real.113 Regulations, to be 
valid, must be reasonable, so that the cletermination of 
facts must precede the promulgation of rules. So, like
wise, the granting of a permit to issue aclditional bonds 
or to eng·age in competition with an existing utility com
pany, while necessarily a matter of executive discretion, 
turns upon the conclusion drawn from a complex group 
of facts. In a ,-vord, leg·islative, executive, and judicial 
powers and cluties commingle at every turn i11 the r egu
lation of public utilities. 

I f any one de ignation is to be selected for the fusion 
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of functions above described, undoubtedly the term ad
ministrative best :fits the case.114 The leg·islature can not 
enact minute rules for each public service corporation in 
the tate, but it can provide in general terms that rates 
shall be reasonable, service adequate, and capitalization 
represent no more than actual investment, leaving it to 
the administrative authority to determine in detail when 
these conclitions have been fulfilled. uch determination 
is not legislation; 115 nor is it interpretation of the law in 
the judicial sense, 116 but rather an unavoidable incident 
to the enforcement of the legislative will. And it is just 
this detailed regulation, and the close and constant super
vision neces ary to gi·ve it effect, that is of vital conse
quence for the control of public utilities. 

The foregoi11g· considerations clearly point to the need 
of an administrati·ve board unhampered by the traditional 
and no,v larg·ely discredited 117 division of powers. Such 
a board, being a permanent bod3T always in session, can 
exercise a constant, scrutinizing· supervision which nei
ther courts nor leg·islature are able to supply. It can 
bring to the difficult and delicate problems before it a 
degree of expertness that is continually added to by ex
perience. An administrative board is not bound by the 
technicalities of judicial procedure, nor by the necessity 
for uniformity that is imposed upon a legislative body ; 
it can adapt its rulings to the partict1lar circumstances 
of the case before it and thereby insure that flexibility 
which is so desirable in public utility regulation. I t can 
be provided ,vith machinery fo r in,Testig·ation such as no 
leg·islative assembly and no judicial tribunal does, or can, 
possess. And, not least of its advantag·es, the board can 
use this same machinery to g·ive effect to its deci ions. 

That a State may constit11tionally create such a board 
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as is here contemplated, and may clothe it ,vith po,"\'"ers 
which, while primarily· administrativ·e, partake also of 
the legislativ .. e ancl judicial character, there can be no 
doubt.118 The expediency of so doing is attested by the 
success of the United tates Interstate Commerce Com
mission and of many tate railroad commissions. J\fore 
specific testimony to the same effect is aff orcled b:r the 
pt1blic service commissions which now exist in se,1enteen 

tates. An examination of the statutes creating· these 
last mentioned commissions, and of the experience there
under, should be of value to those whose task it is to solve 
the problem of urban utjlity regulation in I owa . 

• 
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Pl:rBLIC 1 ER\rI E 01\I~II 1 IO~ 1 IN THE 
"CNITED T.l\.TE 

HTATE acln1i11i trativc control of l1rban utilitie began in 
1 5 ,,Tith tl1e creation of the las acl1l1 ett Board of Ga 

om111i ioners, 110 cl1angecl t,,To )'ear later to the Boarcl 
of Ga ancl Electric lJight omn1i io11er .120 Tl1i ex
perin1ent ,, as 11ot tl1e r e l1lt of ,Yicle l)reacl pop11lar cle-
111and: the act e tahli hing the cor111ni ion ,,Ta lobbied 
thro11gl1 the General '1ourt b'_\T tl1e Bo ton Ga ompa11)T 
as a strate~ic 111ove in it n1emorable trug·g·le ,vith J. 
Ecl,Yarcl .l\,(lclicks.121 1 ot,Yitl1 ta11di11g thi . ome,Yhat u11-
i:-,a vor)T origin tl1e Boa rel ha had a11 l1011ora ble career of 
1)11blic 11 efulue s a11cl l1a exerci eel a11 i1nportant influ
eucc, b) ,, a) of exa111ple, 11po11 tl1e tleve lo1)ruent of urban 
11tilit, control in other ~1 tate .122 

• 

In addition to it · Ligl1t on1n1i 
11a. · a Railroacl Con1111i io11 \Yith 
trePi rail,Ya\ and a Ilio·l1,Ya,T ._ n .. 

io11er , ~Ia acl111 etts 
on1e jnri clictio11 o·ver 

on1111i · io11 ,Yhich i11 
1 ~OG i.!·i ,Ya givc11 a li111itrd control over tele1)l1011e com-
panie '. But the earliest co1n111i ion ,, itl1 "i<.le po,ver 
en1hracing· all 11rhan 11tilitie ,vere e tabli lied aln10 t 
si1nultaneouslv· hv N e,Y York and ,,Tisco11 in i11 1907. . . 

111 :N c,v York 8ta le a Board of l{ailroad 0111111i io11-
crs, a C101nn1is io11 of Ga8 a11cl I~lectricit)T, a11 In pector 
of (}as nicters, ancl a l{aJ)i<l r_eran it Boar<.l l1ad all a11<.l 
·cverally failed to 1)revc11t o, erca1)italizatio11 or ef
fectively co11trol the rates or ervicc of n11111ici1)al mo-

.. . 
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nopolies.124 The several boards, in fact, had proven quite 
innocuous - partly by leg·islat ive intent, partly because 
of " Teak personnel. Their jurisdictions, moreover, ,vere 
o·ver-lapping and to some extent conflicting, their po,vers 
feeble and feebly exercised, and their machinery at once 
cumbersome and inadequate.125 11eanwhile Messrs. 
Whitney, R:ran, Belmont, and other exponents of high 
finance were making· plain to the meanest intelligence the 
evils of uncontrolled monopoly. At length, under the 
leader ship of Governor Hughes, the futile regulative 
bodies were swept a,vay and in their stead ,vere installed 
t,Yo public serYice commissions - one for Greater New 
York, and one for the re~t of the State.1 26 

In Vlisconsin, also, the leg·islative conscience ,vas 
quickened bJ,. flag·rant abuses - especially in the prin
cipal city of the tate. 127 Effective control of public 
ser,~ce corporations ,vas, moreo,Ter, a prominent feature 
in the comprehensive prog·ram of social reconst ruction 
for ,vhich La Follette and the tate University ,vere joint 
sponsors. A Railroad Commission, clothed ,vith plenary 
po,vers, ,vas createcl in 1905 1 28 over bitter opposition; 129 

and two years later its jurisdiction was extended to 
urban monopolies of every description. The Public Util
ities Act of 1907 1 30 ,vas drafted by Professor John R. 
Commons of the tate University of ,Visconsin in con
sultation with 11r. Halford Erickson and Professor B. H. 
11eyer of the Railroacl Commission.131 The ,Visconsin 
statute concededly is one of the best-dra"Tn, as well as 
one of the most e:ffecti,re laws of its kind, and has served 
as a model for similar legislation in a number of States. 

Follo,ving· the example of New York and Wisconsin, 
public service commissio11s ,vere established by Geor
g·ia 132 in 1907, by Vermont 1 33 in 1908, by Maryland 134 



60 APPLIED HISTORY 

and Ne,v Jersey135 in 1910, b~r California,136 Con
necticut 137 Kansas 138 Nevada 139 .r ew Hampshire 140 

' ' ' ' Ohio,141 and Washington142 in 1911, and by Rhode Is-
land 143 in 1912. In addition to these Oklahoma, by the 
State Constitution of 1907, provides for a Corporation 
Commission ,vith some jurisdiction o,rer p11blic utilities,144 

and Oreg·on, in 1911, enacted a Public Utilities Law, sub
ject to referendum at the November, 1912, election.145 

Thus legislation looking· to central administrative control 
of urban utilities has been enacted by seventeen tates, 
including· five Tew Englancl, three 1\1:iddle Atlantic, one 

outh Atlantic, three North Central, 011e South Central, 
one Rocky l\Iountain, and three Pacific Common,,Tealths. 
A legislative mo,rement so widespread and of such recent 
and rapid growth challenges the most serious consider
ation. 

The most important features of the recent public util
ities leg·islation are exl1ibited in cony·enient form by the 
accompanying tables. A somewhat more extended com- · 
parison is, however, 11ecessary to an intellig·ent compre
hension of the se,reral statutes. 

THE COMl\'.lISSIONS 146 

The commissions, except in Georgia, Oklahoma, and 
Oregon, are appointive, generally by the Go,rernor and 
Senate; and in most cases the Go,.,.ernor has also the 
power of removal for cause. The number of commis
sio11ers is :five in California, Georgia, and New York, and 
three in the other States. T erms ·vary from three to six 
years - the long·er period predominating·. alaries 
range from $1,700 in \ r ermont to $15,000 in .r ew York
$4,000 to $6,000 being· the prevailing· amo1-1nt. In Georg·ia 
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2-3 of all mem-
California Railroad 

5 Governor bers of both 6 
$6,000 $175,000 

1912 Commission houses of years 
Legislature 

Public Governor 
$5,000 Connecticut and Superior 6 $100,000 

1911 Utilities 3 Legis- Court years and 
Commission lature expenses 

Georgia Railroad 5 People 6 Chairman $20,000 
1907 Commission rears $4,000 (Limited) 

Kansas Public Governor 
3 $55.000 

1911 Utilities 3 and years $4,000 (Appropriated) 
Commission Senate 

Public Chairman 
Maryland Service 3 Governo1 Governor 6 $6,000 $75,000 

1910 Commission )·ears Others (Limited) 
$5,000 

Gas and Governor Governor Chairman 
Massachusetts Elertric Light 3 and and 3 $4,000 $55,600 

1885 Commission Council C:ouncil years Others (.\.ppropriated) 
$3,500 

Massachusetts Highway Go,ernor 3 $10,500 3 Go,erno1 and $1,500 1906 Commission Council rears (Limited) 

Public Chairman 
Xevada Ser,ice 3 Railroad Railrond 3 $5,000 $25,000 1911 Commission Board Board years Others 

$4,000, $2.500 . 
Xew Public Governo1 Go,ernor Chairman 

$~1,200 Hampshire Service 3 and and 6 $3,500 
1911 Commission Council Council rears Clerk, $3,200 (.\.ppropria ted) 

Others $3,000 
Board of Governor Xew Jersey Public 3 and Governor 6 

$7,500 
$100,000 

1910 Utility Senate years (Limited) 
Commissioners 

• 

Public Sin Go,erno1 Governor 2nd District :N'ew York Statement filed 5 
1907 Ser'l'ire each nnd with Secretary years $15,000 $350,000 

Commission district Senate of State (Xo limit) 

Ohio Public 
6 $150,000 

1911 Sen·ice 3 Governor rears $6,000 (Appropriated) Commission 

Oklahoma Corporation 3 People 6 
$4,000 

$113,000 
1 907 Commission rears (Appropriated) 

Oregon* 
Governor, 

Railroad 
3 People Secretary of 4 $-1,000 1912 Commission State and years 

Treasurer 

Public Go,ernor Chairman 
Rhode Island Governor 6 $4,000 $22,000 

1912 Utilities 3 and and Senate years Others (Limited) Commission Senate $3,500 

Public Governor Chairman 
Vermont Service 3 and 6 $2,200 $10,000 

1908 Commission Senate yenrs Others (Appropriated) 
$1,700 

- Washington Public Governor 6 $120,000 
1911 Service 3 and Governor $5,000 (Limited) Commission Senate )·ears 

' 

.. 
Wisconsin Railroad Governor 6 $150,000 

1907 Commission :3 and Governor years $5 ,000 (No limit) Senate 

"This act will be submitted to popular referendum at the Xovember election, 1912. 
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California 
1912 

Connecticut 
1911 

Georgia 
1907 

Kansas 
1911 

:Maryland 
1910 

1\1assachusetts 
1885 

Massachusetts 
1906 

Nevada 
1911 

New 
Hampshire 

1911 

New Jersey 
1910 

New York 
1907 

Ohio 
1911 

Oklahoma 
1907 

Oregon* 
1912 

Rhode Island 
1912 

Vermont 
1908 

Washington 
1911 

Wisconsin 
1907 

TABLE IV 
J URISDICTION OF THE COMMISSIONS 
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Gas, electricity, water, Controlled Commission by Commission warehouses, street Commission may value may require railways, telephones Purposes specified all utilities 

Street railways, 
telephones, gas 

electricity, water 
-

Street railways, Controlled Commission Commission docks, wharves, by may value terminals, telephones, may require 
gas, electricity Commission all utilities 

Street rail ways, Controlled Commission 
trolley lines, heat, by values specific Commission 

light, power, Commission utilities for must r equire 
water, telephones Purposes specified rate making 
Street railways, Controlled Commission telephones, water, by may value 

Commission 
gas, electricity, dams, Commission may require 

heat, refrigerating Purposes specified all utilities 

Controlled Commission 
Commission Gas and values specific 

electricity by 
utilities for must require Commission rate making 

Subject to approval Commission 
Telephones by the Commission- values specific Commission 

er of Corporations utilities for must require 
rate making 

IIeat, light, water, Commission Commission power, sewerage, may value must require telephones all utilities 

Telephones, electricity, Controlled 
gas, heat, water, by Commission 
street railways, Commission may require 

ferries, toll bridges Purposes specified 
Street railways, Controlled Commission subways, electricity, Commission 

heat, power, by may value may require 
telephones, water Commission all utilities 

Street railways, Controlled Commission 
light, heat, by values specific Commission 

power, telephones Commission utilities for may require 
Purposes specified rate making 

Street railways, Controlled Commission telephones, electricity, by may value Commission 
gas, water, Commission may require 

messenger companies Purposes specified all utilit ies 

Street railways, Commission Commission must value telephones all utilities has required 

Street railways, Commission Commission telephones, light must value heat, water, all utilities must require 
power 

Street railways, 
gas, electricity 

telephones, water, 
l ight, heat, power 

Street ra ii ways, Controlled 
gas, electricity, by 

telephones Commission 

Gas, electricity, Commission Commission water, telephones, must value street railways, a ll utilities 
may require 

wharves 

Street railways, Controlled Commission 
heat, light, water, by must value Commission 

power, telephones Commission all utilities must require 
Purposes specified 

en 
~ 
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Public and uniform. 
Commission may 

fix rates 

Commission may 
fix maximum rates 

upon complaint 

Commission may 
fi..x rates 

Commission may 
fix rates 

Rates public 
and uniform 

Commission may 
fix maximum rates 

Rates public 
and uniform 

Commission may 
fix maximum rates 

upon complaint 

. 
Commission may 
recommend rates 

Commission may 
fix rates 

upon complaint 
Public and uniform. 

Commission may 
fi..x maximum rates 

Public and uniform. 

Commission may 
fi..x rates 

Public and uniform. 

Commission may 
fix maximum rates 

Public and uniform. 

Commission may 
fL" rates 

Public and uniform. 

Commission may 
fix rates 

Uniform and public 
Commission may 

fi..x rates 

Public and uniform. 
Commission may 

fix rates 
in specific cases 

Public and uniform. 
Commission may 

fi..x rates 

Public and uniform. 
Commission may 

fix rates 

Commission may 
fix rates 

Public and uniform 

• This act will be submitted to popular referendum at the November election, 1912. 
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California 
1912 

Connecticut 
1911 

Georgia 
1907 

Kansas 
1911 

1\faryland 
1910 

1\Iassachusetts 
1885 

Massachusetts 
1906 

Nevada 
1911 

New 
Hampshire 

1911 

:N" ew Jersey 
1910 

New York 
1907 

Ohio 
1911 

Oklahoma 
1907 

Oregon~ 
1912 

Rhode Island 
1912 

Vermont 
1908 

Washington 
1911 

,vis<'onsin 
1907 

TABLE IV - C ONTINUED 

J URISDICTION OF THE COl\f hlISSIONS 
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Commission may fix New franchise Commission's standards, make tests, requires commission's consent required order adequate service approval and betterments 
Commission may fix 

standards, make tests, 
order adequate service 

and betterments 

Commission may order Not valid unless 
approved by reasonable service commission 

New company cannot Commission may fix Merger or franchise begin business without standards and order requires commission's certificate from reasonable service approval commission 
Commission's certificate Commission may fix 

Merger or franchise standards, order . . . ' of public convenience 
reasonable service requires commission s and necessity 
and improvements approval required 

Commission may fix 1',,Ierger or franchise Only with consent requires commission's of Board, mayor, standards, make tests, 
order adequate service approval and council Franchises revocable 

Commission may 
recommend changes 

Commission may fix 
standards, make tests, 

order changes 

Commission may make Jl.ferger or franchise New company cannot 
begin business without tests, order requires commission's certificate from improvements approval the commission 

Commission may fLx 1\Ierger or franchise Only with standards, make tests, requires commission's appro:va~ of and order approval comm1ss1on betterments 

Only with Commission may fix 1\Ierger or franchise 
standards, make tests, requires commission's approval of 
order improvements approval commission 

No telephone franchise Commission may make 1\-Ierger tests and regulate ser- . . . ' where a company is giv-
vice upon complaint, requires commission s ing adequate service un-

may fix standards approval less commission consents 
Commission may 

order improvements 
and require 

reasonable service 
Commission may fLx Franchises granted by standards, make tests, cities with appeal require reasonable ser- to commission vice and improvements 
Commission may fLx New franchise 

standards, make tests, granted by cities 
order reasonable ser- subject to appeal 
vice upon complaint to commission 
Commission may fix Commission cannot standards, make tests, prevent or order reasonable 

restrict competition service 
Commission may fix 

standards, order 
adequate service 

and improvements 
Commission may fix Only with standards, make tests, All franchises approval of order reasonable indeterminate commission improvements 

*This act will be submitted to popular referendum at the Xovember election, 1912. 
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Not in 
jurisdi~ti~n of 

comm1ss1on 

Not in 
jurisdi~ti~n of 

commission 

Not in 
jurisd i~ti~n of 

comm1ss1on 

Not in 
jurisdi<:ti<?n of 

comm1ss1on 

Within 
jurisdiction of 

commission 

Not within 
jurisdiction of 

commission 

Not included 

Uniform accounts 
required 

Commission may 
require reports, 
files of schedules, 
inspect utilities 

Not within 
jurisdiction of 

commission 

Not within 
jurisdiction of 

commission 

Not within 
jurisdi<:ti<?n of 

commission 

Not within 
jurisdiction of 

commission 

Within 
jurisdi~ti~n of 

commission 

Within 
jurisdiction of 

commission, except 
as to rates 

Within 
jurisdi~ti~n of 

comm1ss10n 



California 
1912 

Connecticut 
1911 

On complaint 
or commis

sion's motion 

On complaint 

TABLE V 
PROCEDURE ...u'\fD J UDICLlL R E\.IEW 

By court 
proceedings 

By court 
proceedings 

Supreme 
Court 

Superior 
Court 

Legality and 
regularity 
of orders 

Legality and 
propriety 
of orders 

Final as 
to facts 

Only by giving bond 
to refund overcharge 
if commission's rate 

is sustained 

By appeal to 
court 

Same as 
findings of 

inferior 
court 

11---------1------- - -----1------1-------1------1---------II 
Superior 

Georgia 
1907 

Kansas 
1911 

J'iiaryland 
1910 

::llassachusetts 
1885 

Massachusetts 
1906 

:Nevada 
1911 

Xe,v· 
Ha1npshire 

1911 

New Jersey 
1910 

New York 
1907 

Ohio 
1911 

Oklahoma 
1907 

Oregon* 
1912 

Rhode I sland 
1912 

Vermont 
1908 

Washington 
1911 

Wisconsin 
1907 

On complaint 
or commis• 

s ion's motion 

On complaint 
or commis• 

sion's motion 

On complaint 
or commis• 

sion 's motion 

On complaint 
or commis• 

sion 's motion 

Bv court 
proceedings 

By court 
proceedings 

By court 
proceedings 

BY court 
proceedings 

Commission 
On complaint can not 

make orders 

On complaint 

On complaint 
or commis• 

sion's motion 

On complaint 
or commis• 

sion's motion 

On complaint 
or commis

s10n's motion 

On complaint 
or commis

s10n's motion 

On complaint 
or commis

sion's motion 

On complaint 
or commis

sion's motion 

On complaint 
or commis

sion's motion 

On complaint 
or commis

sion's motion 

On complaint 
or commis

sion's motion 

On complaint 
or commis• 

s10n 's motion 

By court 
proceedings 

By court 
proceedings 

By court 
proceedings 

By court 
proceedings 

By court 
proceedings 

Commission 
enforces its 
own orders 

Bv court 
pro"ceedings 

By court 
proceedings 

Bv court 
proceedings 

Bv court 
pro'ceedings 

By court 
proceedings 

Court of 
Fulton 
County 

District 
Court 

Circuit 
Court 

Superior 
Court 

District 
Court 

Superior 
Court 

Supreme 
Court 

Supreme or 
other court of 

competent 
jurisdiction 

Court of 
common 

pleas 

Supreme 
Co1ll't 

Circuit 
Court 

Supreme 
Court 

------1 

Supreme 
Court 

Superior 
Court 

CirC'nit 
Court 

of Dane 
County 

Law and facts 

Legality and 
reasonableness 

of orders 

Legality and 
reasonablene~s 

of orders 

Law and fact 

Legality and 
reasonableness 

of orders 

Legality and 
reasonableness 

of orders 

Lack of evi
dence. With

out jurisdiction 
of Board 

Legality and 
reasonableness 

of orders 

Legality and 
reasonableness 

of orders 

Legality of 
order 

Legality and 
reasonableness 

of orders 
Errors of Jaw. 
Judgment and 

decrees on 
facts found by 

commission 

Legality of 
orders 

Le!!'ality and 
reasonableness 

of ordrrs 

Prima facie 
valid 

Prima fa.cie 
valid 

Same as 
findings of 

inferior 
court 

Prima facie 
valid 

Prima facie 
valid 

Prima facie 
valid 

Prima facie 
,a lid 

Same as 
findings of 

inferior 
court 

Final as 
to facts 

Prima facie 
valid 

Prima facie 
,a lid 

This act wiJJ be submitted to popular referendum at the Xo,emher election, 1912. 

By appeal to 
court 

By injunction 

By injunction 
after notice 
and hearing 

By appeal to 
court 

By injunction. 
Commission's rates 

cannot be 
suspended 

Only by giYing bond 
to refund overcharge 
if commission's rate 

is sustained 

By order of 
court 

If order is not 
obeyed, commission 

brings action to 
enforce same 

Only by giving bond 
to refund o,·ercharge 
if commission's rate 

is !.Ustained 
Only by giving bond 
to refund overcharge 
if commission's rate 

is sustained 
By court with bond 
to refund overcharge 
if commission's rate 

is sustained 

By appeal to 
court 

By appeal to 
court 

Only by giving bond 
to refund overcharge 
if commission's rate 

is sustained 

By injunction 
after notice 
and hearing 

I 
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only the chairman is paid, and in six other tates the 
chairman receives a higher salary than his colleag·ues. 
In most cases commissioners are required to devrote their 
entire time to the ,, ... ork and are forbidclen to o,vn any 
interest, clirect or indirect, in public ser-vice businesses or 
to engage in any pursuit incompatible ,vith their office. 

""\\7ide differences appear in the financial support ac
corded to public service supervi ion in the se-veral States. 
The commissions of Georgia, evada, e,v Hampshire, 
Rhode I sland, and Vermont are so hampered by niggard
ly appropriations as to be necessarily ineffectiv.,.e. On the 
other hand, the two ew York commissions are gener
ousl}.,. treated by the legislature : not only are there t en 
commissioners at an aggregate salary of $150,000 but 
there is abundant provision for expert service and for 
r esearch ancl library facilities . The Wisconsin, Wash
ington, and Ohio commissions are likewise liberally, 
though not lavishly, supported. . 

UTILITIES INCLUDED ..., 

Telephone companies are subjected to commission~ 
control in each of the seventeen States, street rail,vays 
save only in 1 evacla ( ,vher e none exist), g·as and electric 
companies in all but Oklahoma, and ,vater companies 
except in Georgia, 1fassachusetts, ew York, Oklahoma, 
and Vermont. H eating companies are specifically men
tioned in eight of the acts, wharv·es and warehouses in 
two, refrigerating and se,verage companies in one each. 
In most cases, rail"·ays, and generally other carr ier s as 
-well, are under the jurisdiction of the same commission 
as urban utilities. In California, Georg·ia, Oregon, and 
Wisconsin the ne"T cluties ,v-ere adclecl to those of existing 
railroad commissions ; i11 I{ansas ancl N e,,.acla the old 

-.) 
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commi ions ,vere g·i·ven ne,v 11amcs as ,,.,ell as broader 
juri diction; i11 on11ecticut, .J: ew llampshire, K e,v J er
SC)T, N e,v York, Ol1io, Rl1ode I land, \ r ermont, and Wash
ington, the olcl boards ,vere abolisl1ecl and their po,vers 
tran ferrecl to public ser,.,ice commissions; lastly, in 
i1ar).,lancl a11d Oklahoma tl1e public utilities commissions 
" .,ere cr eated Ol1trig·l1t. Only in iias acl1usetts is tl1e 
Sllper v·i ion of public er,7.ce corporation divided. 

PO\VERS AXD DUTIES OF THE co:r.11.11ss1oxs 

Tl1c ke>.,11ote of the acts uncler reYie,v i ad,ninistrative 
as cli ting·11i hed f r om legi lati,Te or judicial contr ol. 
Accorclin~l)·, it l1a bee11 oug;l1t to create independe11t 
tribn11al. of great po,Yer a11d dignity, clothed ,vith a1n1)le 
discretion i11 tl1e di cl1arge of the important cll1ties en
tr11 tecl to tl1en1, and freed so far as possible from 
j11dicial or J)olitical control. Tl1e e\..,eral commi ion 
differ 1nl1ch iJ.1 tl1e tl1orough11es ,vith \Yhich the e prin
ciples l1a,.,e bee11 carriecl out, and tl1eir cffecti,.,eness ,,·ill 
he fo1111cl to , ary· prctt)., clirectly· ,vitl1 the degree of ap
proxi111atio11 to tl1e icleal above 11g·g·ested. 

I:NQlTISITORIAL PO\YERS 

Reg·11latio11 b}., con11nissio11 ha been l1ap1)il)· t).,lecl 
'' tl1e 1nethocl of intellig·e11ce' '.147 P11blic ser ,.,ice com
panies l1ave no legiti1uate b11sines secr et , i11ce they 
l1a,.,e no competitor to fear ancl 11othing· to conceal unless 
it be so1ne J)ractice contrar y· to tl1e public interest. Ex
tortio11ate 11rofits, stock ,vateri11g, rebates, discri1ni11atiou, 
ancl political '' cleals '' fl.ourisl1 i11 ecret but ca11 not tand 
the lig·l1t of public l{no,vledge. H ence r eg·ulative bodie , 
from tl1c crcatio11 of the :Oiassach11 etts Gas Co1nn1i ion 
to t l1e present <la}.,, have fon11d publicity· a mo t pote11t 
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means of control. Accordingl}T, all public service com
missions no,vacla~Ts are given authority to summon ,,~t-
11es e , com1)el te ti111on3'", and enforce the production of 
book a11d paper . In a ,vord, they are gra11ted power to 
n1ake searchi11g· inquiry into an-y· transaction affecting the 
public interest. ...\.n11ual reports in great detail also are 
usually r equirecl from public ervice corporations. What 
i e,,.e11 more important, most of the commissions are em
powered to super,~ e accounts and to make ·val11ations of 
utility properties through their own staffs. 

PBOVISIOKS RELATIVE TO ACCOUNTS 

In \Vi con in, Orego11, :Nevada, iiassachusetts, and 
Kansas the commissions must prescribe the mode of keep
ing accounts ,,Tl1ich must be uniform for utilities of the 
same cla , a11cl mu t secure annual reports of the oper
ation ancl conclitio11 of all public service enterprises.148 

Similar po,Yers are ,Tested in the discretion of the com
missions of California, Georgia, 1\Iaryland, ew H amp
shire, Ne,,.,. Jersey, J: e,v York, Ohio, Oklahoma, and 
W a hing-ton.149 Wisconsin, Oreg·on, Ohio, New Jersey, 
and California specifically provide for separate depreci
ation acco11nts ancl the compulsory maintenance of depre
ciation funcls, 1 50 ancl similar requirements are no cloubt 
" .,.ithin the po,ver of a11y commission ,vhich is authorized 
to prescribe u11iform accounts. A number of tates pro
vide that the s:r tern of accounts adopted shall conform 
so far as 1Jracticable to that prescribed by the Interstate 
Commerce Commission. Usually the keeping of any ac
co11nts, records, or memorancla other than those pre
scribed b~T the commi sion is pr ohibitecl; and Kansas 151 

makes it a felony to fal ify or clestroy utility accounts. 
Onl)'" Wiscon in, Oreg·on, and Kansas explicitl3r provide 
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for the aucliti11g of accounts 152- ,vithout ,\·hich '' pub
licity·'' may be more 11omi11al than real. In no tate, 
probably, does the ''auditing·'' amount to more than a 
cl1ecking· up of the reports submittecl b~T the utilities, and 
tl1at much is attempted by commission ,,hich ha·ve no 
express po"rer to audit. La tly, three tates - Connecti
cut, Rhode I slancl, and Vermont - make no provision for 
publicit}r or uniformit3r of accol1nts. 

' 'ALUATION OF PUBLIC SER'i'ICE PROPERTIES 

The commissions of Wisconsin, ,,Ta hing·to11, Oreg·on, 
ancl Oklahoma must, 153 antl those of Califor11ia, Georgia, 
1Iaryla11d, I e,racla, N e,v Jersey, a11cl Ohio may· a certain 
the ,,alue of all public ser,Tice properties i11 their respec
ti,Te tates.154 Four other commis ion are empo"Terecl 
to make ·valuations in pecific cases for rate determina
tion. ,Visconsi11 ,,a tl1e pioneer i11 the matter of valu
atio11, a11cl the ,,Ti con in act r emai11s the n1odel of 
acl,ra11cecl legi lation in thi particular. 

REGULATION OF CAPITALIZATIOX 

:Oiassachu ett s led the way in r eg·ulati11g· the capitali
zatio11 of public ser,Tice corporation , stock ,,Tatering· 
ha·vi11g· bee11 forbiclden in tl1at tate as lo11g· ag·o as 1 6 .133 

The Board of Ga and Electric Lig·l1t Com111i ioner l1as 
from the first hacl the po"·er of approv·al a11cl cli appro,Tal 
o,rer the securities i ssuecl by· the corporations 11nder its 
j11ri diction. The N e,v York act of 1907 g·oe furtl1er, 
pro,Ticli11g· that no sec11ritie to r11n more tl1a11 twel,Te 
1nonths hall iss11e except for certai11 pecifiecl p11rpo es, 
ancl then only· ,,Tith the appro,Tal of tl1e P11blic ervice 
Commi io11, "Tl1ich al o is cl1arged ,,ith the c111t3· of ee
i.11g· that the proceed are applied in accorcla11ce "'ith tl1e 
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law.156 California, Georgia, l\lar}Tla11cl, and N e,v Hamp
shire f ollo,v Ne,, York in this re pect.1 57 The Wisconsin 
stock and boncl la,v of 1911 is still mor e thoroug·hgoing.13 

Like J.Ia acl1u ett , \\Tisconsin prohibits stock or crip 
di,Tidencls, shareholders ' p rivileged subscriptions, or the 
i s11e of tock for le s than its face ,ralue actuall}7 paid in. 
Like N e,y· York, thoug·h in g·reater detail, the Wisconsin 
act clefi11es t l1e purpo es fo r ,,l1ich stocks or bonds may be 
issued ancl makes the Railroacl Commission 's appro·val 
necessar,T to their ·validation. \\7i consin further em-

• 

po,vers the Railroacl Commission to fix the terms in ac-
corcla11ce ,,Tith ,,·hich stocks or boncls shall be i sued, 
disting·ui lies bet,,Teen secYrities solcl fo r money and those 
exchang·ecl fo r p roperty or service , make the Commis
sion's valuatio11 co11clusive with r espect to the latter, a11d 
require the amortization ( or retirement at maturitJr, by 
mea11s of a i11ki11g· funcl) of indebtedness not properly 
chargeable to capital accou11t. I(ansas 159 and Ohio 100 

l1ave al1110 t equall)T rigorous r estrictions. The acts of 
N e,v J er ey ancl Vermont are le s explicit, merely re
quiring· the commi sion 's approval for the issuance of 
securities r11nning more than 011e year.101 The commis
sions of Connecticut, K e,,ada, Oklahoma, Oregon, Rhode 
I lancl, ancl "\\Ta hing·to11 ha ·ve no jurisdiction over cap
italization. 

::\IERGER OF PUBLIC SERYICE COl\IPANIES 

T en tates seek to control the merg·er or consolidation 
of public er,Tice companies. 11:assachusetts permits 
lig·hting· companie in the same or contig·uous municipali
ties t o combine upon terms appro,Ted, after a public 
hearing·, b}T the Board of Gas and E lectric Lig·ht Com
mis ioner .1 u2 Ohio allo,,s competing utilit3r corpora-
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tions, with the consent of the P ublic ~ er·vice Commission, 
t o enter into operating· ag·reement .163 111 California no 
sale, lease, or assig·nment of tl1e plant, propert}T or fran
chise, and in Ohio no sale or lea e of the plant of 011e 
p ublic service company to another ca11 be made ,,ithout 
the consent of the comn1ission.104 The commission's 
author ization is requirecl for the sale, lease, a sig·nment 
or tra11sfer to any· person or corporatio11 of a public 
l1tility· franchise in N e"y York a11cl I{a11 a , a11cl of either 
plant or franchise i11 1I ar}Tlancl, Ke,, Hamp hire, 
ancl N e,v J ersey.16

;; California, I{an as, ~I aryland, ... ew 
H ampshire, I ew J erse}T, 1 e,, York, a11cl Ohio forbicl any 
utility compan3T to acquire or holcl tock i11 a11other with-
out tl1e commis ion' co11se11t.1 GG ,, ... isco11 i11 pro·vicle 
that no utility· hall pl1rchasc the property of another at 
a hig·her ·vall1atio11 than that :fixed b~T the Railr oacl Com-
1nis ion.167 e,Te11 ~ tate - Califor11ia, ~Iaryland, ~las
sachl1sett , N e,,T J er e)T, Ne,,{ York, Ohio, ancl , , ... i con in 
- prohibit the capitalizatio11 of a11}T co11 oliclatio11 or any 
contract of mcrg·er.1 c Oklaho1na per1nits com1)eti11g· 
utilities to combine onl}T ,,ith tl1e co11 e11t of the leg·i -
lature upon the recommenclation of tl1e Corporation 
Commi sio11, a11cl forbids e,Te11 the leg·i latl1re to allo,, 
the con oliclatio11 of an}T public er,Tice compa11y ,,ith any· 
imilar corporation org·anizecl 1111cler tl1e la,, of a11other 

State or of the lTnitecl tate .1cn Califor nia, Ohio, ancl 
\'\Tisconsi11 also pro·vide that 110 public l1tility f r a11chi"e 
hall hereafter be g·ra11tecl or tra11 ferrecl '' exce1)t to a 

corporation clul:v· org·a11izecl u11cler the la,,T of this 
tate. '' 1 70 

1l a11:r of the f oreg·oing· prohibitions ar0 likel}T to pro,Te 
ineffecti,ye, becal1se 11ot specifically· a1)1)licable to l1olcling· 
compa11ies, ,,hicl1 is the moclern a11cl 1no t co1nmo11 form 
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of consolidation. I n 1\I assachusetts, for instance, it is 
easy by means of '' voluntary associations'' or other 
tr ansparent subterfuges t o merg·e lighting companies 
that serve non-contig·uous ter ritories in violation of the 
apparent inte11t of the law and without applying to the 
Board of Gas and Electric L ight Comn1is ioners. .1:\.. case 
in point is the control of g·as ancl electr jc companies in 
Leominster, Clinton, A3-'"er, pencer, Arlington, Tuiilford, 
.1 orthampton, North Adams, Adams, ancl ,Villiamsto,vn 
by the ~Iassachusctts Lighting Companies.171 Of the ten 

tates above mentioned, California, I{ansas, New Hamp
shire, Ohio, a11d Wisconsin, as ,vell as 1Iassachusetts, 
make no provi ion agamst such a co11ting·ency. .r ew 
York and 1\1aryland forbid the acquisition of more than 
ten per cent, and New J erse~y of a majority, of the capital 
stock of a public service company by any corporation 
other than a public utility company.112 E ·ven this pro
hibition may probably be e,Tadecl b}T calling· the holding 
company a '' voll1ntar3- association'' or a '' board of 
trustees''. 

REGULATION OF RATES 

T,Yo objects are sought in rate reg·ulation, namely, 
that all rates shall be reasonable ancl that there shall be 
no cliscrimination. The principal cle,Tices to secl1re these 
ends are (1) the clefinition of the duties of pi1blic utilities, 
(2) the rate-fixing power of commissions, (3) publicity 
of rates, ancl ( 4) the requirement that publishecl scheclules 
shall be strictly adherecl to. 

ections declaratory of the commo11 la,, .. cli1ties to 
~ 

serYe all applicants "'"ithout discrimination, to pro,Tide 
reasonably aclequate facilities, and to charge only reason
able rates, rental , fares, tolls, or prices are found in 
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most public utility acts. fany of tl1e la,vs define '' un
just discrimination'' i11 some cletail. even ~ tates pro
·vide tl1at no l1tilit3T shall '' cl1arg·e, clemancl, collect or 
receive from any per on, firm, or corporation a greater 
or less compensation for any ser·vice renclerecl or to be 
renderecl b)r it than it charg·es, clemands, 
collect or recei,Tes from a11y otl1er per on, firm or cor
poration for a like a11d contemporaneous ervice' '.173 

Rebates in an}T form ,vhatever are explicitly forbidden 
b3T all of the acts under r e·view. 

The com111i io11s of Wisco11sin, ,Va hing·ton, Ver
mont, Rhode I land, Oregon, Oklahoma, Ohio, I ew 
J er e3T, 1 e·vacla, Kansas, Georgia, a11cl California are 
empo"·er ecl to fix exact,1 14 the cormni io11s of .i. e,v York, 

ew Hamp hire, Mary1a11d, and Connecticut, and the 
Massacl1u etts Board of Gas and Electric Light Commis-
ioner , niaxini llni rates.17

;; The 1assachusetts Hig·hway 
Commi sio11 l1as only r ecomme11datory po,,,.ers over tele
phone rates.110 Tl1e po,,Ter to fix rates carries with it the 
autl1ority· to make classificatio11s ancl to permit differ
ential cl1arg·es corre ponding to sub tantial differences of 
conclitions. 

To g·uarcl ag·ain t di crimination, California, Kansas, 
e·vacla, T e,v Ha1np hire, N e,Y J er e3·, r e,v York, Ohio, 

Oreg·on, Rhode Isla11d, V ermo11t, ,,T ashing·ton, and ,Vis
consin r eql1ire eYery public ervice compa1Ty, and 1fary
land requires every· commo11 carrier, to file "rith the 
commis ion and to keep ope11 to i11 pection at its o,vn 
offices checlules ho,Ying· e·very rate or charge for any 
product or ervice furni heel by it.177 To preYent '' mid
nigl1t r ate '', put into effect for the be11efit of fa,Tored 
customers and ,,rithdra,v11 before they become generally 
kno,vn, the tates just rnentioned, except e,v Jersey, 
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require from ten to thirty cla}"S' notice to the commis io11 
for a11},. cha11ge in a11 existing scheclt1le. California, l{an
sas, K e,v Jersey·, ancl \'\'isconsin pro,,.ide that 110 increase 
sl1all be macle ,Yithout a specific order of the commis
sion.178 Tl1e commissio11 has besicles, in each of the fore
g·oing thirteen ta tes, tl1e power to clisallow a propo eel 
schedule, or any· particular rate tl1erein. .1-\_nd, lest an 
increase be inaclv·ertently permittecl, all of the e tates 
require that e·ver:r chang·e from an existing scl1edule shall 
be plainl:y· indicated, while \'\7 a hington further provides 
that the commission's attention shall be especially called 
to any increased cbarg·e.179 

La tly, to fore stall rebati11g, ten tates prohibit uncler 
heavy penalty any· cleparture from the published sched
ule. The language of the J e,v York act is : ''No corpora
tion or municipality shall charge, demand, collect or 
receive a g·reater or less or different compensation for 
an) .. service rendered or to be r endered than the rates 
ancl charges applicable to such ser,ices as specified in its 
schedule filed and in effect at the time'' .1 80 Provisions 
to the same effect and in nearl:r the same ,vords are 
found in the la,vs of California, I{ansas, l\I arylancl, Ne
vada, Ohio, Oregon, Rl1ode I slancl, ,'\7 ashington, and 
Wisconsin.1 1 

REGULATION OF SERVICE 

The most important pro,risions respecting ser,,.ice are 
tho e empo,vering· the commissions to (1) prescribe 
stanclarcls of product or services, ( 2) make te ts and 
inspection , ( 3) orcler adclition to, or betterments of, 
plant ancl equipment, and ( 4) compel joint serYice by· t,vo 

. 
or more companies. 

Fourtee11 public er·vice commis ions - all sa,,.e those 
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of Georgia, .J: c,v IIampsl1ire, ancl Oklal1oma, ancl the 
nla ach11sctts IIigh,,Ta:y Commis ion - are authorizetl to 
.fix stanclar(ls of quantity· ancl qualit:r for some or all 
public utilities.18 ~ The purit:y, pressure, illuminating 
po,Yer, a11d heat ,Talue of commercial g·as; the initial 
voltage of clectricitsr a11cl tl1e initial efficiency· of electric 
lan1ps; tl1e purit)T ancl press11re of water; ancl the '' hea<1-
,,Ta ,Y'' ancl sea tin°· capacit,T of street cars are amon °· tl1e • b ~ b 

tl1ing· to be th11s ta11clarclized. 
A11tl1orit3T to in,·e fig·ate a11sT !)articular 11tilit)T 11po11 

co111plai11t is pos e eel bsT all p11blic er,Tice commi io11s. 
Conti1111ou · in pectio11 of l)lant, er,·icc, ancl eq11ipme11t is 
partialls· proviclecl for 0111!· b)· ,,Ti cousin, "\"\Ta l1i11g-ton, 
()rcg,·011, ]\ e\\· York, N e,Y Ilan11) hire, a11<l ~Ia achu
setts.1 ~3 Pro,Ti io11 for tl1c 1)11blic i11 pection of con-
n111ers' 111ctcrs is 111orc g·cneral. In nia ach11 ett , 

11 ar)·lancl, :N c,,T York, a11(l '\,Ta l1i11g·ton 110 ga meter ca11 
be ct 1111til tested, appro,·ecl, a11cl eale<l 1111cler the com-
111is io11' a11thorit!·.184 In '\\,,a. l1ing-to11 tl1e ame r eqnire-
1ne11 t a J)J)lies to \Yater 111eter . 1 

";; I11 )J e,v York a11cl 
,,Ta hi11g·ton 110 electric meter ca11 be i11 tallecl 11nle of a 
t:vpe approvccl by the com111i io11.1 

~6 I11 Oreg·o11 the 
co111lllissio11 ma,· forbicl tl1e i11 tallatio11 of anv· meter • • 

until tested anc1 aJ)pro,·ecl.1
:--; The con1111i ion of \\Tis-

co11 in, ()reg·on, a11cl Rl1o(le I lancl are co111111ancle<l, a11(1 
tho ' C of ()l1io, 1 e,v J erSC)T, a11<1 Califor11ia arc a11tl1orizecl, 
to '' pro,·icle for tl1e cxa111i11atio11 a11cl tcsti11g· of a11)· a11cl 
all appliances 11sccl for tl1e 111ca nri11g· of any· prod11ct or 
ser,·ice of a l)ublic 11tilit)T. '' 1 8 111 I(an as tl1e co111111i io11 
11111st '' prescribe rea onablc rcg·ulatio11 for exa111i11a
tio11s a11cl testi11g· of 11cl1 l)rodnct or ._ erYice a11d for the 
111easnren1e11t tl1ercof.' nl--n La tl)T, i11 t,,TelYe tates a11y 
co11sun1er of g·as or clectricit)· 111a)T l1aYe l1i 111eter te tel1 
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l1pon pa~yme11t of a fee ,Yhich ml1st be refunclecl by the 
public ser,Tice compa11y if the meter is found to be in
correct.190 

The po,Yer to orcler that any· public utility shall make 
such repair , improvements, alterations, or adclitions i11 
or to its pla11t, equipment, or facilities as after ]1earing· 
are fol111d to be reasonably neces ary to the public con
,-e11ie11ce is, by inference at least, co11ferred upon all tl1e 
public service commissions l1ereinbefore enumerated, ex
cept the 1I assachusetts Hig·hwa}T Commission ,Yhich can 
onlv make r econ1mendations . 

• 

Joint use of facilities, maintenance of throl1g·h routes 
over the li11es of separ at-e companies, or other forms of 
joint er,Tice are specifically provicled for b}T nine tates. 
I 11 Califor11ia, Connecticut, 1Iar)Tlanc1, · Ohio, a11cl Oreg·o11 
the commission may r equir e physical co11nection of 
street ancl interurba11 rail,va,Ts.191 In Co11necticl1t tl1e ., 

Public Utilities Commi sion ma3T establish through ser
,Tice o,:er two or more lines of railway or street r ail-

• 

,Yay.192 I n California, Ohio, Oklahoma, ,Vasl1i11g·ton, a11cl 
\1\ri consin physical connection bet,veen the li11es of ep
ara te telephone compa11ies may be required.193 

SAFETY REGULATIO~S 

P l1blic utility acts usl1all,r contain clauses cleclarator,T 
• • • 

of the common law clutv to maintain ''safe'' conclitio11s . 
• 

Probably most, if not all, of the States have statutes 
specifically clefining· this cll1ty· ,vith respect to rail,vays, 
street rail"Tays, manufacturing· establishments, a11cl 
ha11cller s of electricity. I n adclition, te11 States g·ive their 
public er,~ce con1missions po,ver to r emedy conclitions 
founcl, upon hearing, to be dangerous and to make orclers 
in specific cases calculatecl to promote the health and 

J 
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safety of emplo}rees or of the public. The ,Vashington 
statt1te is the most explicit, empo,vering the commissio11 
to prescribe standard safety appliances, to inspect the 
track ancl equipment of street rail,vays, ancl to order 
repairs or improvements in g·as, electric, and ,,ater 
,vorks.104 

T,velve tates require public 11tilit3r companies to re
port acciclents to their public service commission . Such 
report must be made by telegraph in I(ansas,1°;; by tele
pho11e in Connecticut,196 ''immediatel3r'' in I evada, Tew 
York, Oreg·on, Rhode I sland, Vermont, ancl ,Vi consi11,1 9 ' 

,vi thin t,venty-four hours in JV[assachusetts, 198 ,vithi11 
thirty da3Ts in l\I aryland,199 and as the commi sion may
require in California. 200 

REGULATION OF COl\1PETITIO:N" 

l\Iassachusett ,vas the first tate to aclopt the polic}· 
of reg·ulated mo11opol3r in public service busine ses. o 
long ag·o as 1 5 it ""as enacted tl1at any gas company 
alreacly· in operation in that tate might appeal to the 
Boarcl of Gas Commissioners ag·ainst the g·ranting of a 
franchise to a competitor.201 The same rigl1t ,vas ex
tenclecl to electric compa11ies in 1 7.202 The Boarcl, for 
its part, l1as throughout declinecl to sanction competition 
in any case ,vhere the existing· companies "Tere furnish
ing·, or could be induced to furnish, aclequatc service.203 

Eight otl1er tates now apply the same policy to some or 
all of their public utilities. 

I11 Califor11ia no street rail,,a)r, gas, electric, tele
pl1011e, or ,,Tater compan3r can beg·in construction or 
operation in a11y municipality not alreac13T ser,Ted by it 
,vithout first obtaining from the Railroad Commission a 
certificate that pt1blic con\·enience ancl necessity "Till be 
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servecl thercby.204 ... o one can enter into competition 
,vith any existing urban utility in "\\isconsin 20 ;; or ,,11th 
any telepl1one exchange in Ol1io 200 ,n.thout a similar cer 
tificate. Kansas, irar3rlancl, T e,v- H amp hire, N" e,v J er 
sey·, a11cl I e,v York r equire every ne,v public service 
company· to obtai11 fr om the tate commission a certifi
cate of public con,Tenie11ce and necessity before beg·i1111ing 
business. 207 Other tates give their commissions no 
po,,er in the premises, and Vermont 20 expressly pro
vides that the Public er ·vice Commission shall not 
prevent or restrict competition. 

REVOCABLE FRANCHISES 
• 

The po,ver to prevent competition is important for 
tl1e avoidance of needless ,vaste; ,Yhile the right to permit 
competition is chiefly -valuable as a club to compel ade
quate ser,Tice by existing companies. To make such a 
right effective there must exi t somewhere the authority 
to cancel existing franchises which purport to grant ex
clusive p rivileg·es for specifiecl time . "\"'?isconsin secures 
this e11cl by its incleterminate permit la,v of 1911 ,,hich 
declares that e,Tery franchise is terminable and that any 
municipalit}T may, upon convincing the Railroacl Com
missio11 that pl1blic con,renience ancl necessity· require it, 
license a new utilit3T corporation to ser,,e its inhabitants, 
any· and all prior grants to the contrary not,n.thstand
ing.209 J\fassacl1usetts authorizes the revocation of '' lo
cations'', or tl1e r emo·val of pipes, poles, etc., for the 
·violation b3T tl1e grantee of the terms of the grant, or of 
tl1e la,,s of tl1e tate, or of a valicl municipal ordi11ance. 210 

Connectic11t amends all charters or franchises whenso
e,Ter granted, so as to make them conform to the public 
er,Tice act of 1911.211 Rhocle I la11cl explicitl~y declares, 
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,,hat '""ould be implied in a11y case, that all future fran
chise shall be made subject to the provision of the public 
l1tilities law. 212 

l\IUN"ICIP AL PLANTS 

Four tates restrain municipalities from entering 
into competition ,,ith existing utilities. I n Ne,v York 213 

no municipality·, and in :i\Iaryland 214 no city or to,vn but 
Baltimore, ma}T construct or acquire a g·as or electric 
lig·ht pla11t, except for munici1Jal uses exclu ivel}r, without 
fir t obtaining the consent of the Public er,rice Commis-
ion. \\,.isconsin r equires a municipality which votes to 

eng·age in a public utility bu iness to purcha e any exist
i11g l1tilitJ' plant of the same kind at a price and upon 
terms to be fixed, in default of agreement, by the Rail
road Commission.215 The same requirement applies in 
l\Ia achl1setts to g·as or electric works, except that the 
apprai al is made by court commissioners.216 111 l\Ia a
cl1l1 ett , ho,vever, public pl1rcha e is conting·ent u1Jo11 the 
co11 e11t of the o,vners; whereas in Wisconsin the o,n1ers 
mav be forced to sell. • 

l\Iunicipal plants, once acquired, are placed u11der the 
jl1risdiction of the public service commissions : as to ac
col1nts, i11 1 ew J erse:v; 217 except as to rates, in Wasl1ing·
to11; 218 ancl to sub tantially the same exte11t as privately 
o,,necl works, in ,r ermont, Wisconsin, e,Y York, a11cl 
l\Iassachusetts. 219 

POWERS RESER,ED TO l\:IUN"ICIPALITIES 

I n none of the States uncler re,riew are the local al1-
thorities cleprived of their rig·ht to g·rant fra11chises to, 
or make contracts ,,rith, pl1blic er,rice corporations. I n 
110 case, probabl~T, -nTith the po sible excei:)tion of tele-
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phone companies in certain tates, may any such cor
poration occupy the public streets without the city's 
consent. But in 1Iassachusetts and ,Visco11sin no com
l)eting· franchise, ancl in California, I{ansas, }il aryland, 
K e,v Hamp hire, Ne,, Jersey, ancl .r e,v York, no grant of 
an3y sort is ,Talicl without the appro-val of the tate com-
111ission. 220 The commissions of California, Ka11sas, New 
Hampshire, and Ne,, J ersey may, before giving· their 
appro·val, make such modifications in a municipal g·rant 
a the public interests seem to require.221 I n Georgia all 
contracts between municipalities and utility companies 
are made subject to the assent of the Railroad Commis-
sion. 222 • 

Kansas, Oreg·on, and Wi consin expr essly reser ,re to 
the municipal go,rernment the po,ver '' To determine by 
co11tract, orclinance or otherwise the quality and char
acter of each kincl of product or service to be furnished 
or renclerecl b)T any public utility furnishing any product 
or ser,Tice within said municipality· and all other terms 
and conclitions not inconsistent with this act upon which 
such public t1tility may be permitted to occupy the 
streets'', and to require adclitions and extensions to be 
made when rea onably necessary.223 Ohio empo,,ers 
cities to regulate rates, require extensions, ancl make 
contracts "Tith public utilities.224 1'.fassachusetts and 
"\T ermont g·ive the selectmen of a to,vn and the ma3ror and 
aldermen of a city fairly "Ticle powers over the location 
and construction of tracks, wire , poles, pipes, and other 
structures in or 1-1nder the streets. 22:; But i11 Kansas, 
~Iassachu etts, Ohio, Oreg·on, Rhode I sland, Vermont, 
ancl ,Visconsi11 an appeal lies from every order of the 
local authorities to the tate commission.226 And in the 
other tates the authorit,T of the commissfon as to mat-

• 
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ter ,vithin it juri clictio11 is paramou11t to that of any 
1nl1nici1)ality. California, 110,ve,·er, permits a11y city· to 
decide h}T refcre11clum ,·ote ,vl1etl1er it ,,·ill retain the 
po,vers possessecl by it prior to tl1e enactme11t of the 
public l1tilities la,v. 227 

IXITIATIOX OF PROCEEDIXGS 

Proceeclings may he begu11 b}T the commi ion itself, 
a Ye i11 011necticut a11d Nevada; b}· tl1e utilit}· company 

a1Iectecl in alifor11ia, onnecticut, l{a11 a , l\I ar}·lancl, 
i i a sacl1usetts, 1 e,,. Ilan1p hire, X e,v York, Oregon, and 
,, ... i co11 in; 22

!, ancl in all the tates b)· 111u11icipal authori
tie , boards of trade, or a pecifiecl 11u1nber of con umers 
or taxpayers. ummar}· p r oceedings ancl l1earing be
fore a si11gle com1nissio11er, as ,vcll as for111al hearing b}T 
the fl1ll board, arc usuall}T providecl for a11cl 11011e of the 
co1nmi ions i bou11cl b3· tecl111ical r11les. 

EXFORCE~IEXT OF COl\Il\IISSIOX 's ORDERS 

\ .,.iolatio11 of the public l1tilitie tat11te or of tl1e la,v
fnl order& of a l)ublic er,·ice con1mi io11 i i11 eYery 
'jtate, Yisitecl ,vitl1 crimi11al ancl civil penaltic to be e11-

forcecl tl1ro11g·l1 tl1e ordinary· co11rt . 111 acldition, ixteen 
► ~ta tcs pro,·idc tl1at tl1e con1mi io11 ma}· appl}· to the 
courts fo r i11ju11ction, n1a11damu , or otl1er proce s to 
co1npel com1)liance ,,·ith it order , or that the ... \.ttor11ey 
General shall make sucl1 applicatio11 lll)o11 tl1e commis
sio11 's rcq11est. Oklal10111a e11clo,v tl1e Corporation Com
mi ion ,vitl1 tl1e po,,·cr of a court to enforce its orders 
b:v it o,vn l)roce ses. 220 Tl1c 1Ia achu ett. High"·ay 
Co1n111issio11 can only report to the General Ol1rt that 
tclc1Jbonc co1111)a11ies ha,re, or ha,·e not, complied ,vith its 
rccon1mcnda tions. 230 

• 
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COURT REVIEW 

1\. principal object of the public utilit:r acts is to do 
a,va:y ,Yith the endless delays, enormous expense, and 
g·reat uncertainty of litigation. This end is soug·ht to be 

ecured (1) by providing an expert and impartial tri
bunal to ,Yhich utility companies and their patrons alike 
n1a:r confidently look for cheap, speedy, an<l exact justice, 
a11cl ( 2) by making the deci ion of this tribt1nal, so far a 
possible, final. 

All of the acts under revie,Y pro·vide that parties in 
i11tere t shall ha·ve notice ancl full opportunity to be 
heard before an order is made in any matter of con e
quence. This requirement, together witl1 tl1e freedom of 
a tate commi sion from merely local influence, affords a 
ufficie11t safeguard against the haste ancl passion of city 

council . The further fact that commissions are con
tinuous boclie , clevote their entire time to a single class 
of economico-legal inquiries, ha,,.e ample po,Yers of in
c1uisition, are ( or may be) equipped ,vith staffs of ex
pert , a11cl are unhindered b}T cramping tech11icalities, 
makes the public ser\-rice commissions better tribunals 
for the determination of the questions that come before 
tl1em than an,· court can be . 

• 

.1.\.ppeals f rom a public ser,,.ice commi sio11 may be 
cli col1raged ancl the final cletermination of cau es l1as
tened (a) b}· re tricting· tl1e mode of appeal ancl tl1e time 
,,Ti thin ,-rhich appeals mu t be comme11cecl, (b) by con
fini11g the po"·er of re,Tie"T to certai11 courts, ( c) by limit
ing the ql1e tio11 re,Tiewable, ( cl) by· forbidcling the 
i11trocluctio11 i11 jl1clicial proceecling·s of evicle11ce not pre-
entetl to the co1n1nission, ( e) b}· giving pecl1liar weight 

to the co1nmi ion's fi11cling , (f) by gi,,.ing cases of this 

6 
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class precedence over others on the court calendar, and 
(g) by making· delay in itself of no aclvantage to the ap
pellant. 

In California, Jew Jersey, a11cl ,, ashington the com
mi ion 'clecisions can be revie,,,.ed only by certiorari;231 

in Connecticut, Oklahoma, Rl1ocle I slancl, and Vermont, 
011ly· b:r appeal. 232 Either mode at once precludes a trial 
de 1zoco. In I{a11sa , 1'.lary·lancl, Xe,,.acla, New Hamp
shire, Ohio, Oreg·o11, ancl '\\Ti con i11 the procedure is an 
action by· tl1e party· aggrie,,.ecl to set aside an order of the 
commi io11. 23

·~ In Georg·ia, :i\fas achusett , and N' ew 
York, the court o btai11 juriscliction h)- means of suits to 
enforce tl1e co1n111i sion 's order or to r ecover penalties 
for the ,-iola tio11 thereof. 234 The clisaclvantage of the 
last me11tioned 1node of r e,rie,Y i tl1at thereunder an 
order, if que tioned, cloes not become effective until sus
tained. 

The time ,,,.itl1in ""hicl1 an appeal or other court pro
ceecling· must be beg·un ran~;e from se,,.en days in Rhode 
I slancl to 11inety· da)"S i11 evacla, Oreg·on, and Wiscon in. 
f o t of the statl1te al o limit the time for filing· answers 

ancl taki11g appeals to tl1e hig·he t tate court. Georgia, 
11as achu ett , Tew J er e3", a11d ~ e·w· York impo e no 
time lin1it . 

~ ince tl1e clecisio11 of an inferior col1rt i not likelv to 
• 

be final i11 any important case, much time and expense 
,vould oby·iousl),. be sa,,.ed b}" co11fining· the po""er of re
vie,,,. to tl1e COl1rt of la t re ort. 1!nfortu11atel)", however, 
the co11stitutions of many· tates make such a limitation 

• 

i1npo ible. In fact, onl),. four of the pl1blic ·utilit)" stat-
utes - tl1ose of California, Oklal1oma, Rhode I lancl, and 
V ermo11t- pro,,.ide for re,,.ie,,,. in the fir t in tance by the 
l1ig·hcst court of tl1c tate. 23 ' Georg·ia and Wi consin, 
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however, require that suits to vacate an order of the com
mission shall be prosecuted only in the county ,vher ein 
the tate capital is situated.236 

1Iost of the statutes empo,Yer the courts to pass upon 
the leg·ality and reasonableness of the commissions' or
ders. Connecticut 23 7 adds '' propriety· and expediency'' 
to the matters to be determined. Oregon 23 8 permits an 
action to vacate an orcler of the commission only on the 
grol111cl that tl1e ame is unla,vft1l. These various ex
pressions come to st1bstantially· the same thing since what 
is unreaso11able is unla,vful ancl propriety is a question 
of reaso11able11ess. Only· N e,v Jersey· and California ef
fectt1ally limit the po,Yer of revie"'" i11 this respect. N e,v 
Jersey g·i\'"es the Supreme Cot1rt jurisdiction to set aside 
an orcler of the Boarcl of P ublic Utility Commissioners 
only' 'when it clearly· appears that there was no ev·idence 
before the boarcl to support reasonably such order, or 
that the same ,,,.as withot1t the jurisdiction of the 
boarc.1. '' 23° California enacts that the revie,v '' shall not 
be extenclecl f11rther than to cletermine \Yhether the com
mission has reg·ularl3,. pt1rsued its authorit3'", including· a 
determination of ,vhetl1er the order or decisio11 under 
re,,ie,Y ,iolates a113,. right of the petitioner under the con
stitution of the nitecl tates or of the State of Cali
fornia.'' 240 

I n times past corporations have often failed to present 
important ey·iclence to a reg·ulative boc1}7 , hoping thereby 
to secure a re,,.ersal upo11 appeal. California, N e,v J er
sey, Oklahoma, Vermont, ancl Washing·ton forestall such 
an expeclient bs,. requiring· the cour t of revie,y· to deter
mine the case t1po11 the evidence certified by the commis
sio11. 241 ·y\Tiscon in, Rhode Island, Oregon, N e,Y Hamp
shire, Nevada, a11c11Iarylanc1 provide that \\'hen a11}r 11e,,,. 
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evidence is presented to a court the case shall automatic
ally revert to the commission for further hearing.242 

Either requirement should secure a full presentation be
fore the commi sion and should greatly lessen the cost of 
litig·ation by doing· a,Yay "Tj_th the taking· of testimony by 
a master in chancery or other,vise. 

California ancl V ermo11t make the finding·s of their 
commissions final as to facts, ancl the California act com
pri es l1nder this term '' ultimate facts and the findings 
and conclusions of the commi sion on reasonable11e s and 
discrimination. '' 243 A valuation made b·-v the Public ~ er-

~ 

vice Commissio11 of \\7 ashington, ,vhen once acceptecl by 
tl1e corporation concer ned or, if appealecl from, ,,Tl1en 
affirmed or corrected b},. the col1rt , is thereafter con
clusive of the ·value of the property· affectecl at tl1e time 
of the , ,.aluatio11. 244 I n ni11e tates it is e:s:1)re ly de
clarecl, thoug·h it ,vol1ld be true ,vitl1ol1t such declaration, 
that the :fi11cling·s of tl1e commi ion are prinza facie ,,.alid. 
1Iary·la11cl, N e,,.ada, N e,v Hampsl1ir e, Oreg·o11, and ,, ... i -
consin place upo11 the part)T seeking· to ,,.aca te an order of 
tl1e commission the burclen of sho,vi11g· b),. ' ' clea r ancl 
sati factory ey·idence'' that the orcler complained of i 
u11la,vful or l1nreasonable. 24s This phra e has bee11 ju
diciall)T cleclarecl to r eqt1ir e more than a fair 1)re1)011cler
a11ce of e,~clence. 246 

To l1asten the fi11al cleterminatio11 of l)l1blic utility 
cases as much as po ible ten tates g·iye to Sl1cl1 cases 
prefere11ce o,,.er ordinary ci,,.il ca e . 

I t is 11otorious that litigatio11 ofte11 i re orted to sole-
1),. for tl1e sake of clcla;y. To postpo11e a rate reduction is 
the 11ext best tl1ing· to clefcating· it altog·ether. If i11-
sta11ces are ,,,.anted it ma},. be called to mi11d that the 
Cedar Rapids 11i11ety cent g·as ordinance \Yas l1elcl up for 
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six years by means of uccessive appeals. 247 The ordi
nance of l{nox·ville, Tennessee, regulating ,vater rates, 
though enactecl in 1901, only became effective in 1909.248 

The public utility· litig·ation of Des 1foines, later r eferred 
to, like,vi e affords striking· illustrations of dela3r in the 
putting i11to effect of rate ordi11ances. 

Tl1e i11centi,·e to sucl1 procrastination is removed by 
the Constitutio11 of Oklahoma.249 o rate order of the 
Corporatio11 Comn1ission of tl1at State can be stayed or 
suspe11c1ec1 l111less the appellant first gives bond to refund 
an)T exce s collected during· such suspension over the 
rates fi11ally sustainecl by the courts. To make this re
quireme11t effecti,·e, the.appealing compan;r is compelled 
to kee1J a eparate account ,vith each consumer, showing 
the amou11t of o,.,.ercharg·e collected and tl1e 11ame and 
acldress of tl1e person to " Thom the same may become re
fu11dable - a11 amount of bookkeeping not to be under
taken ,,Tith a lig·ht heart. California 230 and r ew Hamp
shire2:.1 follo,,· Oklahoma in both r equirements. Ohio, 
Oregon, a11cl "\\7 a hington exact the supersedeas bond to 
r efuncl oYercharges, but do not expressly require the 
keeping of separate accounts.232 evada goes even 
further, e11acting· tl1at '' all rates :fixecl by the commission 
sl1all be deemecl r easo11able a11cl just, and shall r emai11 in 
full force a11cl effect u11til final determination by the 
co11rt l1aYi11g· juriscliction. '' 253 This r eql1irement prob
abl,, mea11 that rate cases in Nevada will be taken direct-

• 

lz to the F ederal courts. The statutes of Wisconsin 23
-1 

~ 

a11cl 1Iar)Tla11cl,2;;, as \Yell a s of most of the tates just 
enl1meratecl, co11tain the rather futile p ro,rision that no 
i11junctio11 u pencling an order of the commission shall 
i Sl1e exce1)t after notice to the commission, and hearing. 
,,Ta hi11g·to11 a11cl California r equire, i11 aclclition, '' a spe-
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cific finding· based upon evidence submittecl to the court 
making· the order and identified by reference thereto, that 
great or irreparable damag·e woulcl otl1erwi e re ult to 
the petitioner, and specif3Ting· the nature of the dam
ag·e' '.2 00 I n the other commission tate a11 appeal to the 
court operates of itself to sta:r the order appealed from. 

001\,IPA.RATIVE ESTil\,IATE 

1-1s mig·ht ha·ve been expected, the later public utility 
tatute are larg·ely basecl upon the earlier. The :Mary

land act, except as to court r e-vie,1
{, is taken almo t boclily 

from that of New York; and the Oreg·on la" ... , ,,Tith some 
important omissions, was copied from that of Wiscon in. 
Ohio and Kan a u eel both the ,\,.i co11 i11 a11cl N" e,, York 
statutes a models for imitation. ,, a hington copied 
from Oklal1oma the provision a to the e,idence aclmis
sible upon revie" .,. ancl the iron-clacl rule as to u pending 
an order of the commi ion. The Califor11ia act "Tas 
clra,Yn i11 1911, after a careful t11cly of exi ting· leg·i la
tion, 237 and i the most catholicl:.,. eclectic of all. B~ ... ,,ay 
of co11tr a t it appear that the Con11ecticl1t leg·islatl1re, 
thoug·h acting· in 1911 and after the report of a special 
committee,25 profited but little b3.,. the ex1)erie11ce of other 
State . 

,Vith r e pect to form, the public utilitie act of Cali
fornia, "TTT a hi11g·ton, and Te,, ... J er ey are the cleare t a11cl 
best arrang·ed, ancl those of Ohio ancl I(an a the ,, ... or t 
pla1111ecl ancl most confused, of the statl1tcs enacted, o to 
speak, i11 011e piece. E pecially acln1ira blc i11 thi !)ar
ticular i the California act. Beg·inni11g· ,,ith a11 anal3~t
ical table of contents a11cl clo ing· "Titl1 a full inclex, the 
statl1te comprises (1) g·eneral pro,i ions ,,ith re pect to 
the Railroacl Commi ion, (2) definitions of the cl11tie of 
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public utilities, (3) an enumeration of the powers and 
duties of the Railroad Commission, ( 4) regulations of 
procedure before the commission and the courts, and ( 5) 
saving clause, appropriation, and repealer. The public 
utility laws of Massachusetts and Vermont, having been 
enacted, repealed, and amended for many year s past, and 
never having been codified, are naturally anything but 
models of logical and lucid arrangement. The same re
mark holds, though to a less deg·ree, of the thirty or more 
utility and railroad acts of Wisconsin. 

In point of content no one act comprises all of the 
most effecti'\Te features. Xhe Wisconsin la"r is superior 
to all others in its provisions for indeterminate permits 
and for the reg·ulation of municipal enterprises and is the 
equal of any in the control of capitalization. New York 
and the States which follow it in this particular provide 
the most effective control of mergers and consolidations. 
The Oklahoma plan for preventing dilatory appeals is 
the best yet devised. ~1oreover, Oklahoma was the :first 
State to limit the evidence upon appeal to the record 
certified by the commission. Vermont was an innovator 
in making· the commission's :finding·s of fact conclusive 
upon courts of review. The California la"T contains 
many, but not all, of the strongest provisions of the other 
statutes, and in its restrictions upon judicial review is 
the most string·ent ~yet enacted. It is evident, therefore, 
that the ''model statute'' must be a composite one, 
thoug·h it could probably be made up from the acts of 
"\Visconsin, California, I e'\\" York, and Washing-to11. 

OPERATIO~ OF THE PUBLIC UTILITY ACTS 

~Iost of the pl1blic ser,Tice commissio11s ha·ve been in 
existence too short a time to admit of any conclusive 
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judgment as to their practical efficacy. The exceptions 
are the 1'1assachusetts Board of Gas and Electric Light 
Commissioners, which "Tas created in 1885 ; the Wisconsin 
Railroad Commission, ,vhich received jurisdiction over 
urban utilities by an act of the legislature in 1907; and 
the Public er,~ce Commissions of ew York, which also 
date from 1907. 

The 1'1assachusetts board 239 has proven especially ef
ficient in the control of capitalization. This board has all 
along· insistecl that capital must represent investment as 
measured by the structural value of the property, that a 
surplus can not be capitalized, that r evenues in excess of 
r easonable operating· expenses and fair interest and cli'\~
dend requirements call for rate reductions, that depreci
ation mu t be met out of earning·s, and that neither error 
of judgment nor dow11right dishonesty can be made the 
basis of corporate issues. 1'1uch of the board's time is 
taken 11p ,vith petitions for the approval of proposed 
issues of stocks and bonds. In 1910 twenty-nine applica
tions ,Yere made for the issue of $3,803,400 of securities, 
par value, whereof the board approved $2,969,600. I t is 
especially significant that the stocks were placed on the 
market at an averag·e premium of more than twenty-fi,re 
per cent, and that none was offered at less than par.2Go 

In at least one case, ,vhere several companies ,vere being 
consoliclated, tl1e consolidation ,vas r equired to make g·ood 
the diff ere11ce between the structural ·value of the prop
erties merg·ecl and the liabilities thereag·ainst outstand
ing·. 2G

1 I n another ca e a company desired to issue 
$600,000 of stock and $400,000 of bonds for projected 
construction. It ,vas permitted to issue $176,000 of stock 
and $124,000 of boncls for ,York alread}7 under wa)T. 262 

Such administrati,Te watchful11e s, col1pled with rig·orous 
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legi lation, l1a J)re,·011ted tock ,,·atering; by· tl1e lig;hti11g 
co111panie of )la acl1u ett , except i11 the fe,v 11otoriou 
in tance~ ,, here great n1ag·11ate ,vere able to fi.11cl or force 
hreachCl in the la ,v . 

rr11e )la .. acl1u ett comn1i ioner l1a,·e bv· 110 1neans 
• 

co11fined tl1en1 el,·es to 111atter of capitalizatio11. Tl1e~T 
l1a ve e\..erci e(l a11 i111porta11t infl11ence on rate , botl1 cli
rectly b~· or<leri11g· rccluctio11s in partic11lar cases, a11d 
i11clirectl)· tl1roug·l1 tl1eir po"·crs of i11qui itio11 a11cl tl1e 
,,-11010 ome fear i11spirecl in corr)orate 1nanagers b)T tl1e 
pre e11ce of a regulative bocl3T. They ha,e checked un
,vi e attem1)t at competition, al1nost uniformly· clen3·ing 

• 
petition for tl1e erectio11 of a11otl1er pla11t ,vhere one al-
rea<1)T exi t . Tl1e po1;rer to pern1it competitio11 l1as, none 
tl1e le. , bee11 eifecti,·el)t ll eel to secure aclequate ser,~ce 
fro111 exi ting· co111pa11ie . Tl1e commissioners clicl pio-
11cer ,, ork i11 the 1uatter of t111iform accou11ts for g·as a11cl 
electrical con11)a11ies ancl tl1eir a11n11al reports are moclels 
of conci~e, sig;11ificant, and i11tellig·ible inf ormatio11. Tl1e 
hoard l1a lo11g· beer1 recog·11izecl as the expert ad,Ti er of 
the le~·i latt1re 111)011 all 111atter ,vithi11 its cog·11iza11ce, 
an(l l1a ofte11 f11rni l1ecl ,Taluable infor1natio11, basecl 011 
co1111)arati,·e tati tic , to ma11agers of municipal pla11t 
ancl e,·cn to J)ri,·ate co111panie . 

Tl1e ~I a ~ach11 ett co1111ni io11ers l1a,·e a l1ighly crecl
itable recorcl for co11ti11uo11 er,·ice. Tho119,'11 appointecl 
for 0111,· tl1ree ,·ear there ha,·e bee11 but t,vel,.,e com111i -

• • 

io11er i11 the Iii tory· of the boarcl, a11cl bt1t fi, .. e si11ce 
1 9-t. C'l1airn1a11 Barker ha ser,·ecl co11ti11uot1 l:T i11ce 
tl1e n1iddle '' eightie '' ancl Co1umi . ioner chaff for 
eig·l1tee11 )·ear. . Tl1e a1)poi11tee , al1no t ,vithot1t excep
tio11, lu.1,·e hee11 111011 of higl1 ta11cli11g, cl10 e11 for 11011-
})olitical rea on . . 
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'J1he 1'Ia"isachu ett board 111ak(_) no attempt to fix pre
ci P rat • he> ond IJrP cribiug the 1naxin1un1, an<l l1e11ce i 
IP~s t>ll'l'cti, c than it n1ig·ht be in })rev()uting cl1 crin1ina
tions. It doPs not undertake ori 0 ·inal Yaluatiou e.xcei)t a 
thr 11(

1 <.'d ari P in particular rate or capitalization ca es. 
It ha 110 pern1ancnt cuginPering . taff, thoucrh one of it 
n1P1n ht•rs is an rngincer. 'rhe hoard doe , ho,VP\1er, e1n
plo> <'ight in pPrtor · of 0 ·a , electricity·, and ga aucl elec
trical 111etcr ·. 

'I1he l{ail road c~on11ni s1on ~•,3 of \\Ti co11~111 ha.., like
,vi<.;<' hPen }H?cul1arl>"' fortunate in 1t - per ounel. )Ir. 
J~altha ur II. ~leyer, for111crl>· 1,rofe~-.,or 111 the TniYer
·it>' of \\'i..,con. 111 nnd 110,v a 111c•111her of the Intrr::,tate 
1
01n1n<'r<·P. 1

011n11i ion, \\ a~ it first chair111an. ~Ir. l-Ial-
ford I◄:rickso11, for111P.rlv a railroad auditor, ha hePn, 

• 

l'l'rhaIJ:::>, tl1<• do1ni11ating- 111e1nbcr of the co111111i ion 
th rough on t 1t history. ~Ir. I~oeluuer, au attorne~ and 
J>rofe :sor ..\IP> <'I'''-> ..,ucce. ~or ill the cliairn1an,]1i1), i also 
a 111an of' aln]1ty and force. :\Ir. llarlo,v\ the n10..,t recent 
appointl'<', ,vas for1ncrl)T traffic H1a11agcr of a large co111-
111<•reial Ji1·111. 'rhe co1nn11 -,ion hai:; been ~ing·ularlY free 

• 

fro111 politic•:s. I ts appoint111e11t:-. a1 e for n1erit 0111>"'· It 
cltiPf' l'11g·inl1('l', hPad aecountant, a11d head tatisticinn are 
uni,·c•r:sity prof'p • or-.,, and thuir })rineipal subordinates 
ar1._• univer::-it>T g·raduatPs. 'I'hl' co1111111s..,1on has nlso ,111 

1._•co110111ic ex1><•rt \\ 1th u111vPrs1t>"' trainell ns-.,i-.,tn11ts. Co
O}H'l'Htion ,vith thP 8tatc lT11i,er it>, indel'cl, j.., a 111ain 
r<'asu11 for th<' r<'111arkablt' ~necl\ss of' the \\ 1 co11sin con1-
1111::-~io11. 'l'hl' eo1111ni..,s1011 ·.., l11g;h l'<•pntation has hecn 
111ad<1 in tlH• ,, 01·k o1 , nlna(1on, rnte-1nnki11!.?.", er, ice
in 1><•ction, neconntuu~·, and the h.111dli11g· of con1plni11t. 

'l'hP \\'iseo11si11 eo1n111is...,io11 l'l'g·ard-., ph) sicnl value as 
,l n10 t i111porta11t elen1e11t i11 rate 111nkinµ;. ...\ccortlin~·l~, 
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in every rate case it seeks to ascertain the first cost of 
the propert}T used and u eful for tl1e con\,.enience of the 
public, the cost of reproduction new, ancl the tructural 
value or cost of reprocluction less depreciation. The 
comn1ission, largely· in the person of J:r. Erickson, has 
carefully ,, ... orkecl Ol1t the method and principles of utility 
\"'aluation. Orig·i11al cost is computed, ,vherever possible, 
from co11struction accounts. Variatjons in price are off
set b}'" taking· the a·verage for a term of years. Depreci
ation is reckoned from experience tables sho,ving the 
expectable duration of the se\Teral items of plant and 
equipment. '' Going· value'' is allo"\\.,.ed for on an invest-
111ent basis - the losses incu-rrecl and profits foregone at 
tl1e inception of tl1e enterprise, the cost of getting busi-
11ess ancl of 1)utti11g· the utility upon a pa3,.ing· basis. In 
the ,,Tork of valuation the commis io11 relies mainly upon 
its own engineeri11g· staff, the testimony of expert ,,Tit
nesses employecl by litig·ant being g·iven little ,,Teight. 
Valuation are macle by the Tax Commissio11 as "'ell as 

• 

by tl1e Railroacl Commis io11, and the t"To boards main-
tain a joint eng·i11eering· org·anization. On the staff are 
men e peciall}'" qualified to deal with each class of utilities. 

The ''cost'' theory of ·utility rates l1as been e peciall:v 
empl1asizecl bJ· tl1e ,,Tisconsin commission, thoug·h not to 
the exclusion of otl1er base of rate-making·. It is par
ticl1larly· in istecl that no er,Tice sl1all be fur11ishecl at a • 

price ,,Thich cloes not }~elcl sometl1ing over and above 
prime costs to,vard the g·e11eral expen es of the busine s. 
To tl1is encl a s,Tstem of '' unit co ts'' has bec11 carefl1llv . ~ 

elaborated wl1ereby it is po ible to ascertai11, for ex-
a1111)le, tl1e '' Ol1tput cost'' of electricity per kilo,vatt, the 
'' cli tribl1tio11 co ts'', the '' co11 l1mer costs'' of reacling 
1netcrs, keepi11g· accol111t , re11cleri119,· bills a11cl the like, 
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and the '' r eadiness to serve cost'' entailed by a gi.ve11 
number of lamps ,vhich may or may not be used simul
taneously. The commission does not content itself with 
declaring· the maximum reasonable charge, but makes 
schedules of exact rates based l1pon, or at least not vio
lati,Te of, the principle of unit costs. It is thus g·radually 
bring·i11g· something· like uniformity out of the bemlder
ing· conf1,1sion of scl1edules that has hitherto pre·vailed in 
\Visco11sin as i11 other States, is effectivel.r preventing 
discrimination, and is aiding tl1e utilities themselves to 
place r ate-making upon a scientific basis. 

Careful classifications of accounts have been made, 
disting·11ishing· not only bet,,Teen the several kinds of util
ities but also between larg·e ancl small enterpri es of the 
same class. By means of the reports required under such 
classifications it is possible (a) to keep ,raluations, once 
made, 1,1p-to-date, (b) to secure sufficient and trustworthJr 
data fo r intellig·ent rate-making·, and ( c) to compare the 
financial ancl phy ical results of one utility· ,Yith another. 
The commissio11 's super,rision of accounts is of great 
value to the utilities themselves. Its sug·g·estio11s are wel
comed by· the manag·ers of municipal plants ancl even by 
the smaller pri,Tate companie which can not e1nploy ex
pert accountants. I ts publishecl reports afford a mass 
of information as to the relatiYe efficiencv of clifferent 

• 

types and sizes of plants and equipme11t and different 
methods of prod1,1ction. Finally, what is even more im
portant, the e reports enable the people of each city, as 
,vell as it responsible officials, to criticize the manage
me11t of their o,vn utilities by comparison ,,rith others. 

Besicles preparing· the clas ification of accol1nts, the 
statistical department of the Wisconsin commissio11 
checks up and compiles the reports of utilities, has charg·e 
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of all schecl ules filed, examines all revisions of the same 
for po ible co,Tert increases of rates, ancl prepares data 
for tl1e use of tl1e commission in pencling cases. 

For tl1e purposes of gas and electrical inspection the 
~ tate of "\\Tisconsin is divided into clistricts ,Yith one or 
more tra ,Teling inspectors place cl in each. Besides this 
official i11 pectio11, tl1e utilities are r equired to maintain 
pro,Ti11g· ancl te ti11g· apparatus, to prove meter , to test 
pressure, pt1rity·, v·oltage, ancl other service i1idicia, and 
to keep full tatio11 record ,Yhich are checkecl up by the 

tate in pectors. By· these mea11s, ,,Titl1out any· formal 
proceecling·s, man)T plants l1a,,.e been induced to install 
aclditio11al or more modern equipme11t, to aclopt more 
careful toki11g· methocl or a better grade of fuel, to 
maintain more uniform pressures, to gi,Te prompter at
tentio11 to co11 umers' complaints, and g·enerally· to im
pro,·e tl1e ser,,.ice re11clered. The changes thus brought 
abot1t frequently· are of as much acl,Tantage to the utilit}" 
itself a to its patro11 . The men ultirnaiel)' respo11 i51e 
for the polic),. of a public service e11terprise, ,Yhether tl1e3" 
are members of a city council or of a boarcl of clirector s, 
rarel)· are in clo e touch ,vith actual operating conclitions, 
a11cl are commonly· ig11orant of the inclt1strial sicle of the 
busi11es . ....\. small utility can 11ot emplO)" a staff of en
g·i11eers a11cl accou11tant : e,Ten tl1e manager immecliately· 
in cl1arge is not likel},. to be a man of tl1orough traini11g 
or ,Yide experience. Hence the commission's fielcl agents, 
trai11ecl i11 criticism a11cl familiar \\Tith conclitions at 1nan,,. 

~ 

pla11ts, ca11 render some such aicl as 11ational bank ex
ami11ers often s11pply· to the in titutions under their 
st1r,,.eilla11ce. 

111 f11rtl1era11ce of its inspectio11al work the commis
ion l1as a(loptecl tl1oroughly modern sta11clards of q11ality 
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and 111ea, uren1ent. ... \ a ingle in ta11ce, the qualit~· of 
ga i dctern1i11ecl h:v it heat Yalue in tea cl of h~· the long 
oh olPte candle-J)o,, er tandard till 11 eel i11 :\Ia achu-
ett'-, and other ~ 1 tate . 

'rhe ~a and electrical in 1)ector iuciclentall~· cruti
nizP tclrphone~:wt a "ell a lig·l1ti11g . er,·ice. The ll 11al 
111Pthod is to 1nakc a certain nun1ber of rall , 11oting- the 
ti111e rrquirPd to ecnre the operator' attention ancl to 
obtain connection, di connertion, and reco11nectio11, ancl 
thP op<>rator', care in follo,ving UJJ the call. ,,·hen the 
first ix or eig·h t ca II · iudica te JJoor . er,·ice, a con --idPra ble 
nn1nhcr of te ts i n1ade, the tleficiencie-... found are 
hroug·h t to the attPntion of tl1e n1anag·e1nent, ancl a ub e
<p1c>11t in speetion had to ee ,, hether tl1e defect ha Ye bee11 
r0111e<1icd. (lood ,, ork ha like" i e been <lone i11 tl1e i11-
pPctio11 and i1n11ro, e111c11t of treet rail,va:· er,·ice i11 

:\I il,vank<'() n ncl cPrtain ot hrr citir . 
'rh0 conuni~sion und(lrtake 110 reg·nlar in l)ection of 

,vatrr er,·ice, hut it c1oe ne, erthelr -... 1nakc te t of fire 
trean1c;, upon ro111plaint and 1naintains a tra,·eling· labo

rator) for that purpo e. Forte t:::. of the 11nrit: of\\ ater 
it Pn1plo)·c;, thP facilitie and taff of the "1 tatc II~·gienic 
I.Ja horn tor). 

,r nch of thr , aluation, accounting·, aucl in...,pectional 
,vork of thr ,,..,.i~co11, in co111111i ion is . ub idiar,· and 

• 
11Parl) a1l of it i. u efnl to the detern1ination of 1)e11tling· 
rac..P~. l{nt0 are neYer 11re cribrll, nor extcn iYe alter
ation':> of 1>lc1nt con1n1a11f1ecl, e\.cept after notice antl a 
h0aring·, n~unll) hatl upon co11111lai11t. 'I'hc conn11i..._~ion' 
handlinu: of co111111aint an<l it con<lnct of hearing· , ac
cord1ng·l), afford tl1e 1nost con,·incing· te, t of it~ efficienc~·. 

l)nring· the three ) ear ... , 1907 1910, the Railroacl Co1u-
111i~. ion hPld ~07 forn1al and 8 6 inf or111al l1earing· 111)011 

• 
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complaints affecting· urban utilities. The number of im
porta11t cases requiring· formal hearings ,vas abnormally 
larg·e at fir t, ,,the11 almo t e,,.ery city ,vas seeking· a 
redress of grie,rances ag·ainst some public ser,rice com
pany. Co11siderable clelay and some criticism res11ltecl 
from this una,,.oidable congestion. The commission l1as 
no,,, ho,ve,,.er, caug·ht up ,vith its work and :fi11cls not 011ly 
tl1at fewer co1nplai11ts are macle but that it is able to 
answer many of the questio11s prese11tecl almost automat
ically from its 0,,,.11 past decisions. 

The order ancl clecisions in formal cases are p11b
li heel in the W isconsin Railroad Coniniission Reports, of 
which eig·ht ,,.olumes l1ave. already appeared. The opin
ions are ver}r full, containing mo t of the evide11ce 
presented ancl the significa11t findings of fact as well as 
the decision itself and the reasoning l1pon which it is 
based. In this re J)ect the W isconsin Reports differ 
markecllv· from those of most similar commissions ,vhich 

• 

contain only· a bare s1-1mmar,,. of the orclers made. 
• V 

The acljuclicatio11s of the Wisconsin Railroacl Com-
mis ion are characterized by full ancl ofte11 prolongecl 
i11quiry, carefl1l consicleration, and great impartiality. In 
a rate inquiry, for example, the commission makes an 
orig·inal y·alt1atio11 of the property affected, analyzes the 
operating accounts for some years past ( even to the ex
tent of compiling· the requisite data from orig·inal memo
ra11cla ,,hen necessar3,.), ascertains the unit cost of each 
class of er,,.ice a11cl estimates the probable effects upo11 
earning· a11cl expenses of proposed cha11ges in the rate 
schecl11le. Before authorizing an increase of capitaliza
tio11 the commi sion not onl}r verifies the corporatio11 's 
statement , but inquires into its financial history ancl the 
circumstance req11iring· a fresh issue of securitie . ,Vith 

" 
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all this thoroug·hness of inquiry, and the further guidance 
of ,vell-thought-out principles, the Wisconsin commission 
is able to make its decisions consistent one with another 
and to command the confidence of those ,vho come before 
it. Eloquent testimony to the commission's fairness is 
afforded by the fact that of some hundreds of utility 
cases clecided by it but fi,,e have been appealed to the 
cour ts anc1 in but t,vo has the deci ion of the commis ion 
been re·ver eel. By· ,va;y of contrast, it may be mentioned 
that thirty- e,Ten Ol1t of the fir st one hundrecl cases de
cicled b:f the Corporation Commission of Oklahoma ,vere 
appeal eel. 

The Public erYice Comn1i ions of Ne".,. York are the 
hig·hest paid and be t upportecl tate a<.lministrative 
bodies i11 this country·.20 ;; T1{ith abunclant mean at their 
di posal, the commi sio11s mai11tain elaborate org·aniza
tion , tl1e clivi io11s of the eco11d Di trict, or up- tate, 
commission being· (a) admini trati, ... e, (b) lig·ht, heat, and 
po,ver, ( c) tati tics, ( cl) tariff , ( e) eng·ineering· and in-
pection, (f) t eleg·raphs and telephones, and (g·) traffic 

inspection. There is a larg·e taff of eng·ineer , account
a11ts, stati ticia11s, rating· expert , b11rea11 chief , in pec
tors, clerk , ancl ste11og·raphers - i11 all some 011e hu11clred 
ancl twenty-fi, ... e emplo3 ... ees besides tl1e fi, ... e commi sio11er . 
The com1ni sion of the Fir t District l1as al o a b11reau 
of franchi e , a libraria11 in charge of the 1110 t complete 
public er, ... ice librar3T i11 the Unitecl tates, a11cl a pub
licity ag·e11t. Botl1 commi sions em1:>loy· hig·l1 g·racle men. 
:t\Ir. Wi bart, statistician of the Fir t Di trict, ,,as 
formerl,T \Yith the Inter tate Commerce Co1nn1i sion ; • 

J\I r. Grig·gs, the tariff expert of tl1e 11p- tate com111i ion, 
i a11 authority on rates ; Delo F . ,f\Tilcox, chief of the 
do,, ... n- tate Fra11cl1ise Bureal1, i tl1e autl1or of 1llun icipal 
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Franchises and other r ecognized works on municipal gov
ernment; the Secretary of the First District commi8sion, 
Mr. Travis H. Whitney, i s a Harvard law graduate; and 
the librarian of the same commlssion is Dr. Robert H. 
Whitten, formerly of the Indiana State Library. 

The up-State commission has not given much atten
tion to physical valuation nor has it done much in the 
way of r ate-making beyond compiling schedules and cor
r ecting personal discr iminations. The commission for 
Greater New York City ( i. e. First District) has made a 
number of property appraisals both in rate cases and in 
connection with applications for stock and bond issues. 
I t has also reduced rates ~nd increased transfer privi
leges on certain street car lines, and has order ed some 
reductions in electric rates, especially for break-clown 
service. More attention has been given to ser vice con
ditions. The commission of the First District made 
1,378,627 tests of gas meters and 2,217 inspections of 
electric meter s durjng· the :fir st four years of its exist
ence. 266 This commission also exercises close surveillance 
over the surface, elevated, and subway lines of Greater 
New York and has enforced many impro,ements in ser
vice and facilities. The car-seat-mile, as a unit of transit 
service, appears to be original with the metropolitan 
commission. The up- tate commission has had frequent 
occasion to refuse certificates of public convenience and 
necessity to would-be competing companies. Uniform ac
counts and the maintenance of depreciation funds is 
required in both districts, though the supervision in this 
r espect is less thorough-g·oing than in "\Visconsin. 

Both of the .J: e"T York commissions attach great im
portance to the control of capitalization. In the First 
District, out of $307, 24,940 of securities proposed by the 

7 
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co111panie onl) $, 9,15:3,:219 ,ya approYefl h)T the commi -
ion. 211

; The comrni ion of the }-,ir t Di trict ha clone 
goo<l ,, ork ir1 accident J)rcvention. Transportation com
panie.;, are requirccl to report e,Tery accident in1mecliately 
b)' tele1>hone ancl al o to 1uake a ,, ritte11 report ,,·ithin 
t\\ ent) -four hour . The co1n1ni io11 co11duct, inquiries 
and 1nake order in all ca e "·l1ich appear to require 

uch action. It ordered the in tallation of fender , "·heel 
guard , and other afet:v appliance (appro,Ted after elab
orate c::-..1Jrri1nental test ) upon all treet car . Tl1e re-
ults are . eeu in the falling ofI of fatal accident on the 

tran. JJorta tio11 line of Grca ter Xe\\ York City frorn 600 
in 1907 to 13~ in 1910 and 169 i11 1911. 268 Be icle.., it 
otl1er ,vork, t11e con1111i ion of tl1e Fir t Di. trict i 
charged ,vit h the llperin tenclence of ub,,Ta~, con tr11ction 
- a unic1nc function for a tate public ervice co1nmi -. 
SlOil. 

l)orha1) thr 1110 t })romi ·ing- achie,,e1ne11t of the Xe,,T 
York con1111i ion i the one ,, hicl1 n1ake tl1e malle t 
inun ecliate in1pre c:; ion upo11 the })ublic - the increa e 
and di Cfu. ion of kno,vledg-e. Tl1e com111i ion at ... ~lbany 
ha 1nacle orig-inal and , ,a luable . tudie of J)ublic 11tility 
$tanclarcl a11cl account . 'rhe cor11111i ion of the Fir t 
l)i ·trict ha compiled an exl1au ti, e record of the fra11-
cl1ise 0 ·rant in Gren ter ~ e"· York Cit,·, ,,,J1ich hol1ld be 

• 

of the greate t , al11e in fnture litigation and i11 l)a ing 
upon application for tl1e a1)pro,,al of ecl1ritie . Both 
co111n1it:ision<:; haYe collected and tabl1latcd tho11 a11d of 
rate schcclnle and ha,·e publii:,hcd r eport .. ho,Ying· the 
})h) ical and financial condition of hunclred of corpora
tions. It i~ .inst tl1i nn1)ictnre que and - im111ediately 
- u111)rofitc1 hlP ,, ork " ·l1icl1 1na~' con11t for 1110 t in l)re
pariug the ,, a}· for cffcctiYc reg·ulation. 
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tate control of urban utilities has had to win its way 
agai11st po,Yerful and persistent opposition. I n the earl~T 
history of the ~Ias achusetts board public ser,1ice com
panie \Yere ,,ont to resent the boarcl 's inquisition as 
impertinent interference ,,,.ith private affairs. A curious
l~r similar 11ote ,,as sot1ncled by spokesmen of the Empire 

tate Gas Association so late as the year of grace, 1907.269 

Profes ional promoters have 11rged ,vith much feeling 
tl1at only the pro pect of unusual returns can induce 
them to ri k other people's capital in the development of 
new enterpri e .270 Nor is it only corporation magnates 
,vho have liftecl up their voices in anger and alarm. Ad
,,.ocates of municipal o,vnership have made strenuous 
objection to the compulsory purchase of private plants.271 

P ersons who regarcl monopoly as the root of all evil have 
looked askance at any restraint upon competition. H ome 
rulers ha,,.e seen i11 the appellate and supervisory po,vers 
of tate commissions a menace t o local self-govern
me11t. 212 Local politicians, who have found their im
portance climinishecl, their campaign stock in tracle 
clestroyed, and a ne,Ter-failing· source of personal and 
party revenue stopped, ]1ave not been slow to protest. 273 

Despite all this criticism from so many different 
ources the ~ ta te commi sions in 1I as achusetts, Ne," 

York, a11cl \'\,..i con in alike ha,Te graclually g·ained the 
co11ficlence of the p11blic and of the corporations ubject 
to their uper,,.i io11. 27 4 E xperience has quieted honest 
fears ancl con·vincecl interested alarmists of the futilitv 

• 

of factional oppo ition. Public service companies ha,re 
lear11ecl to make a ·virtue of submission, and ins·estors 
ha·ve found, at lea t, that reg-ulation is a blessing in dis
g·11ise. Protectecl from cut-throat competition, from the 
attacks of petty politicians, from wasteful litigation, 

• 



100 APPLIED HISTORY 

from managerial infidelity, and above all from the piracy 
of speculati·ve promotion and the robber}T of high :finance, 
urban utility properties for the :first time have acquired 
a stable value. The proverbial ,,,.,.ido,,s ancl orphans, o,~er 
".,.horn so many tears have been shed by the vendors of 
,,orthless stocks, :find that the securities of ifassachusetts 
lighting· companies represent something· more substantial 
than attracti·ve bits of blue slrr. Nor ha,.,.e the other ., 

prophecies of e,~l been fulfilled : none of the disasters 
so freely predicted have come to pa s. The g·rowth of the 
lig·hting· industry in 1Iassachl1setts has not been checked, 
nor has railway building· ceased in Wisconsin or New 
York. Local self-government has not been exting·uished, 
and the acred constitutions are :ret intact. The industri-
011 inquirer nowadays learns from 011e set of opponents 
that the Railroad Commission of Wiscon in has fa,.,.ored 
'' the interests'' at the expense of the people, 27 5 and from 
another that it is driving· the public er,·ice ind11 tries 
from that mi g·uided tate.276 Tl1e t,,.,.o critici ms meet 
each other ancl afford perhap the be t te timony that 
coulcl be adducecl to the fairminclecl11e of the com
mis ion. 



, 
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URBAN utilities in I o,va have nev·er been subjected to 
central administrati,re control. There is, to be sure, a 
harmless anti-stock-1vatering law, wl1ich forbids the issue 
of corporate stock at les than par, r equires the appro,ral 
of the E xecuti,Te Council of the tate for an-v- issue of 

~ 

stock in exchange for property, commancls the E xecuti·ve 
Council to ascertain the ,Talue of the property· so to be 
acquired, ancl makes its valuation conclu i,Te as to the 
amot1nt of stock ,,Thich may· be excl1anged therefor .277 

But the E xecuti,e Cot111cil has neither engineer s nor ac
countants for the work of ·valuation; 11or has it the func1 
to undertake actual apprai als. In practice the E xecu
tive Council c1epenc1 on the '' ,vorn statements' ' of cor
poration officials and of two '' disintere ted persons '' 278 

- which may· encot1rage perjury, but cloes not pre,Tent 
stock watering·. 

o far, then, as urban utilities are r egulated in this 
State, the r eg·ulation is b3-T municipal franchise or ordi
nance. Citie ha,Te, in this r espect, only the powers 
expres ly co11ferred by tl1e General .1:1.ssembly ; 279 and so 
an exami11ation of the statutes will sufficientlv disclose 

~ 

the extent of municipal r eg·ulation. 

URBAN UTILITY FR-1\.NCHISES 

ince the la,v governing franchise grants is not uni
form for all the classes of 11rban utilities, it "~ill be 

101 
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conducive to clearness of exposition to follo,v the statu
tory classification in this regard. 

A city council may authorize an inclividual or corpora
tion to '' erect, maintain, ancl operate'' ''heating· plants, 
waterworks, g·as works or electric lig·ht or electric power 
plants''. But such grants are subject to three limita
tio11s: (1) no authorization can run for more than t,,enty
five years, at the e11d of ,vhich period the g·rant may be 
extended, renewed or amended; (2) no exclusi,Te fran
chise can be '' thus granted, amended, extended or re
ne,ved''; and (3) no franchise is valid until its preci e 
terms have been submitted to, and ratifiecl by, the quali
fiecl voters of the city at a ge11eral or special election. 280 

Cities and to,vns may authorize or forbid the con
struction of street rail,va-s·s within their limits, may 
defi11e the motive po,ver by ,vhich cars shall be propelled 
thereon, and ma)T permit or forbid the layi11g down of 
tracks on particular str eets, alley , ancl public places. 2 1 

There appears to be no time limit upon such grants, 11or 
an3r requirement that they be submitted to a referenclum 
vote. But the rig·ht to erect poles and string· ,vires in the 
streets - ,vithout ,y·hich, under existing· co11ditions, street 
railwa3r tracks are of little ,Talue - can 011l3T be g·rantecl 
bv referencll1m. 282 To conclude this tale of inco11si te11-• 

cies, no g·rant can be made to an interurban railway for 
a longer period than t,,renty-fi·ve year . 2 3 

No franchise permitting the use of the streets or other 
public places of a city for '' teleg·raph . . . tele
phone, street rail,vay, and other electric ,,ire '' can be 
g·ranted except by affirmati,,.e ,rote of the qualified elec
tor . 2 4 To a layman the implication is plai11. ::J ever
thele s, u11cler an act al1thorizing· the construction of 
tcleg·raph or telephone lines '' along· the public roads of 
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the state'',28;, the upreme Court apparently has held 
that a city's consent is not necessary to such occupation 
of its streets. 286 

To say that the foregoing pronsions for the different 
classes of utility franchises express no consistent policy 
is to put the matter ,Tery mildly. No reason can be as
sig·ned for the subtle distinctions made except that the 
se,·eral acts ,,Tere passed at ".,.idely different times ancl 
,,ithout reference to each other. 

POLICE ORDINANCES 

The po,ver to regulate public service companies by 
municipal orclina11ce likewi8e varies according to the class 
of sucl1 company i11 question. 

With res1)ect to gas, electric, and water companies a 
city or to,vn may (1) require service to any applicant 
along the lines of the mains, wires, or conduits, (2) com
pel the ft1rnishing to the city of water, ga , heat, light, or 
power for pt1blic purposes, and (3) reg·ulate or fix the 
rates for ser,ice and the rents or charges for meters -
ancl '' these powers shall not be abridged by ordinance, 
resolutio11 or contract.'' 287 

The ordinance power over street railways extends 
onl~ ... to (1) the location and character of its tracks, poles, 
and \'iires, (2) the kincl of motive power used, and (3) the 
amount of pa,rement which each such railway shall be 
required to construct ancl maintain. 288 Rates and service 
can, apparently, be reg'Ulated only by franchise or con
tract. 

Cities a11cl to,, ... ns ha,te the power '' to authorize and 
regulate . . . . telephone . . . . and other electric 
wires, and the poles ancl other supports thereof, by gen
eral and t1niform regulation, ancl to pro,ide the manner 
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in which, and places where, the same shall be placed upon, 
along· or under the streets, roads, avenues, alleys and 
public places''. 289 eemingly, they have no power, either 
by franchise or ordinance, to r eg·ulate telephone rates or . 
service. 

MUNICIPAL OPERATION 

The statutory provisions for municipal operation of 
public service industries in Io,,Ta may con·veniently be 
g·rouped under ( 1) power to operate, ( 2) :financial re
strictions, (3) accounts, and ( 4) administration. 

Every city or town has po,ver to purchase, erect, main
tain, and operate, within or withot1t the corporate limits, 
g·as, electric, or water works; but such power can only be 
exercised after an affirmative ,1 ote of the qualified elec
tors voting thereon. 290 When the franchise of a g·as, 
electric, or water company has expired or been surren
dered, if the city and company can not ag·ree upon the 
terms of a new contract or grant, the plant may be con
demned and purchased by the city at a valuation :fixed by 
three district judg·es designated by the Supreme Court.291 

The right to acquire and operate street railways, not be
ing· expressly con£ erred, is, of course, withheld from Iowa 
municipalities. 

Cities may issue bonds to bu}r or build municipal 
plants and may levy taxes to pay for the construction, 
r epair, and operation of the same.292 But such bonds can 
not be issued to an amount which, tog·ether with other 
bonds outstanding, will make an ag·g·regate g·reater than 
:fi,1e per cent of the taxable value of property in the city 
limits; 293 nor can the tax in support of any one utility 
exceed :five mills on the dollar of such property. 294 Cities 
of the :first class may, howe,,.er, levy an additional two 
mill tax to create a sinking fu11d for water works bonds.295 
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Every municipalit3r o,vning and operating· any public 
utility· must keep separate accounts showing '' the true 
and entire cost of the said utility and operation thereof, 
the amount collected annuall3r by general or special tax
ation for the services rendered to the public, and the 
amou11t ancl character of the service rendered therefor, 
and the amount collected annually from private 
users'' ;200 ancl it must make an annual public report 
stating in detail '' the cost and operation and all income 
of each public utility· operated or owned by the munic
ipality.' ' 297 The form of accounts, which is the same for 
all cities, is prescribed by the Auditor of tate, and the 
books of cities of five thousand or more inhabitants are 
audited at least biennially by State Examiners.208 

Water ,vorks operated by a city of the first class must 
be manag·ed by a board of three ,vater works trustees ap
pointed by the i iayor for a term of six years. 200 No 
special form of aclministration is prescribed for otl1er 
ml1nicipal l1tilities. 

CRITICISl\:I OF THE PRESENT SYSTEl\1 

The statutes just reYie\\,.ed can hardly be said to form 
an org·anic or con istent ,vhole. Tl1ere is 110 valid reason 
for denying· to cities the same po\"rers over telephones 
and street railways that they possess over lighti11g and 
water companies; nor is there a11y obvious need for im
posing greater restrictions upon one class of utility fran
chises than another. I evertheless, certain policies with 
respect to the regulation of urban l1tilities are fairly de
ducible from the Iowa statl1tes. These policies comprise: 
(1) a considerable measure of local autonomy; (2) strict 
leg·islati·ve ancl judicial, witl1 but slight administrati,1e, 
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co11trol; ( 3) relia11ce upon co111petitio11; ( 4) short-term 
fra11cl1i c:; ancl ( 3) permi io11 of ml1nicipal o,Yner l1ip, 
tl1ol1g·l1 0111)· ,, itl1i11 some,Yl1at 11arro,v li1nits. As reg·ards 
l)rc e11t policie of Io,,·a i11 re pect to the reg·ulation of 
11rba11 ntilitie it is , ·('r3· ap1)are11t fro1n tl1e considerations 
offered i11 the l)rccecling· cctio11 of this paper that, with 
the exceptio11 of tl10 e 11u111berecl ( 1) ancl ( 5), these pol
icie are 11ot i11 accord either ,vitl1 expert 01)i11ion or ,,ith 
practical c~1)ericnce i11 otl1er juri <.lictio11 . .. imilar pol
icie · l1avc bee11 fol1ncl ,,·a11ting; i11 other .. tate ancl l1ch 
})reli111iuary i11ve tig·atio11 a tl1c ,Yriter l1a. bee11 ablP to 
111ake trongl)· indicate that tl1e3· l1a,·e 11ot been more 
-.,ucce fnl in Io,, a. 

FAILURE TO REGULATE 

In the tir:::;t place 111nnicipal rcg·l1latio11 doe 11ot reg11-
latc. ()f e,·eutccn citie co11cer11ing; ,vhich the fact 
coulc 1 be a certai11ccl, t,,·o reg·11la te tclepl1one rate , 11one 
attc111pt to co11trol trcct rail\\-ay fares other,vi e tha11 b3· 
co11tract, nine l1c1,·e fi:x.c<.l the price of ga , ancl ix the 
})rice of electricity· b)· ordi11ancc or fra11cl1i e. 111110 ca e 
i there an)· effecti, e reg·ulation of erYice. Co111pen a
tio11 to tl1e g·rantor cit3· ,, a. })aitl for 01113· tl1ree 011t of 
fift,t-f Ollr francl1i c . In e,·cnteen ca e the citY recei,·e 

• • 

a certai11 a111onnt of free or re<.lncecl rate er,·ice - a~ a 
fe,v free tele1)l1011es or fire l13·clra11t - ,, l1ich increa e 
tl1c b11rde11 111)011 con u111cr for tl1c relief of taxpa3·er . 

I)~BLIC UTILITIES OF SFYF);TEE); Io,, .\. Crr1Es·300 

l"t•1•t• l 7 
1 l JCS .......... · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · ... . 

I>r1, atelv o,Yned utilities ................................ 66 • 

Ltilitv franchisr ....................................... 5-! • 
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Franchises for \Yhich city received compensation . . . . . . . . . . . . 3 
Cases in ,,rhich citv receives some free or redt1ced rate service .. 17 

• 

Cases in ,,·hich city regulates service and fares ............. 18 
Public service corporations ................ .. . . .......... 50 
Foreign corporations ............ . .... . .. .. .............. 10 
Utilities controlled by holding companies .................. 22 
Corporations controlling t"·o or more utilities in same city .... 12 
Co1npeting utilities .... . ................................ 11 

FAULTY RATE SCHEDULES 

An examination of the pl1blished rates of about a 
doze11 t1tility co1npanies re,Teals man}T cases of discrimina
tion clue to baclly· designed schecll1les. The electric light-

• 
ing· tariff of a gas ancl electric compa11y· ,vhich is typical 
of a 11l1mber of similar t1tilities i11 Io,Ya is as follo,vs: 

Basing rate, 12 cents per 1000 "·atts 

Bills from $ 1.70 to $ 3.20 per month 10 per cent discount 
Bills fro1n 3.20 to 6.00 per 1nonth 15 per cent discount 
Bills from 6.40 to 10.00 per month 20 per cent discount 
Bills frorn 10.70 to 14.50 per month 25 per cent discount 
Bills from 16.20 to 20.00 per n1onth 30 per cent discount 
Bills fron1 22.00 to 28.00 per month 38 per cent discount 
Bills £ron1 31.00 to 60.00 per month 40 per cent discount 

Bills oYer $60.00 per month 5 cents per 1000 watts 

Tl1is scl1eclule is open to three objections. First, the 
disco11nts are so arrang·ecl that it is pos ible at several 
poi11ts to secure more c11rrent for less money. Thus 
fourteen kilo,,Tatts ,,Toulcl cost $1.6 , whereas fiftee11 could 
be hacl for $1.6:2; the net price for five h11nclred kilo,vatts 
,voulcl be $36, for six h11nclrecl kilo,vatts, $30. econd, the 
cli cou11ts are basecl solely on quantit~T consumed, witl1out 
reg·arcl to maximum demancl or ho11rs of use. A factory 
which runs sixty· lamps one hour claily· uses the same cur-
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re11t, a11c1 under the aboYe tariff "·oultl get the a111e rate .. , 
a an all night re taura11t ,Yhicl1 l'llll ix la1111) ten hour._ 
a da)T. Bl1t tl1e factory-' i11 ta11ta11eol1 cle111and U})On the 
ge11erating pla11t i te11 time tl1at of tl1e re taurant an(l 
it rate ougl1t therefore to be l1ig·l1er. The })ractice of the 
"\,i co11 i11 omrni io11 i11 l1ch ca e i to ha ._ e di count 
l1po11 tl1e n1011thl3T l1our ' u e of the 'actiYc connected 
loacl' ancl thi appear to be the onl~ fair 1nell1od. 
Tl1ird, large u er a1)pear to be 11nclul~· fa,·orecl b~· the 
scale of di count . 011 u111er of fo11rtern kilo,, at ts })er 
1no11th pa}T t,Yel,·e ce11t l)er kilo\\·att, COll.c u111er of 111ore 
tl1an fiyc h11nclrecl kilo,Yatt , five ce11t . rrhl' diffcrencr in 
co t of erYice i 1nucl1 le tha11 tl1c ~·rea t cli ffercncc in 
tl1e rate. chargecl to con u111ers. 

The abo,·e electric cl1eclule i 
. . . . 
111 110,,1 c unique 111 

Io,,·a. Of eig·l1t tariff for electric lig·ht or 110" er, four 
off er di, cou11t ,, l1ich acl111it of i1nilar cli rrin1ination 
a11cl onl~T t,,-o cli ti11g;ui 11 bet,Yeen 10119; and hort -l1011r 
11 er of tl1e • ame a11101111t of curre11t. :\Io. t of the g-a , 
scl1ed11lc exa1ni11ecl are upo11 a flat 111eter ha i , ,, l1ich 
cli cri111inate in fa·vor of short-l1011r 11 er . In r, eral 
ca e ,·er~· lo,,· rate are 111acle to large con un1rr and in 
at lea t on() in ta11ce a cl1ar~c of 90 cent i 1na,lr in the 
n1ai11 city· and of 1.10 i11 a uh11rb "erYccl hY the sc11nc 

• • 

co111pan~v. 
It 11111 t be re1nen1herecl that the cli crin1inatio11 hrre

i11 cited arc in1ply tl10, e aJ)parrnt 111)011 thr face of the 
printed tariff . ,, ... hat depart11rr fron1 tl1e e open ra tc 
arc n1acle i11 the ,,·a)· of pecial co11tract or . ccret r c
ba te , conlcl 0111,· be a certai11ecl by· a11 exan1inatio11 of th<· . . 
co1npanie ' hook . If ,, ... i con in' C\.pericncc 111a>· l," 

taken a, a criterion, nch })Cr onal cli crin1ination inn t 
he nn111cron ancl i1111Jorta11 t. 



• 

URBAN UTILITIES IN IOWA 109 

RATES OF URBA:N" UTILITIES 

So far as appears from the meager data in hand the 
rates of urban utilities in I o,Ya are not, upon the whole, 
excessi,Te. The table below shows the price of gas in 
certain I owa, Massachusett s, and Wisconsin cities of sim
ilar population. No comparison of electric rates is at
te1npted because of irreconcilable clifferences in the form 
of schedules. 

TABLE VII 

NET PRICE OF GAS PER 1000 CUBIC FEET 

I O"' A CITIES RATES 

Des 1Ioines .. $ .90 
lOUX City. . 1.00 

Dubuque . . . 1.00 
Cedar Rapids .90 
Waterloo ... 1.00 
Burlington .. 1.00 
Ottum,va . . . 1.20 
::\Iuscatine . . 1.25 
Fort Dodge . 1.15 
Keokuk .... 1.50 
Boone ..... 1.25 
Io,va City ... 1.15 
Average of 

t\Yelve cities 1.11 

hlASSACHUSETTS 
CI'r1ES RATES 

Lynn ...... $ .80 
Haverhill . . 1.00 
:;\Ialden .... 1.00 
Taunton . . . 1.00 
Chicopee . . . 1.26 
Gloucester . . 1.10 
North Adams 1.05 
Attleboro . . . 1.20 
Woburn .... 1.40 
1\Iarlboro ... 1.50 
Greenfield . . 1.90 
"\Vebster . . . 1.35 
Average of 

t,Yelve cities 1.21 

LITIG.A.TIO:N" OVER RATES 

WISCONSIN 
CITIES RATES 

Superior ... $1.00 
Racine . . . . . 1.00 
Oshkosh . . . . 1.00 
Sheyboygan . 1.35 
Green Bay. . 1.40 
:Thiadison . . . 1.15 
Appleton ... 1.35 
Beloit . . . . . . 1.25 
:\Iarinette . . 1.50 
Ashland . . . . 1.50 
:;\lanito\\'OC .. 1.00 

Average of 
eleven cities 1.23 

The attempt at city control has led in I o,va, as else
'\Yhere, to much litigatio11 with its attendant expense, 
clelas', and ill-,vill. .r o better illustration need be asked 
tha11 is afforded by the leg·al battles no",. waging bet"1'een 
Des ni oines and four of its public ser,Tice companies.301 
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The se,Teral cases are so instructive that it will be worth 
while to set tl1em out seriati1n. 

First, a fra11chise, exclusive for thirty years, was 
g·rantecl in 1 66 to a hor e car company·, ,vas r epeatedly 
as ig·necl, and is 110,Y claimed b)T the Des l\Ioines treet 
Rail,,Ta)T ompa111T to be perpetual on the ground, among 
others, that it ,,Tas exercised ,vithout objection after the 
expiratio11 of the orig·i11al g·rant. Ouster proceedings 
,,Tere beg·nn some half-dozen J·ears ag·o, ,vere carried to 
the United tates upreme Court and there di missed 
for ,vant of jurisdictio11,302 and are no,,T pen<ling· before 
the upreme Court of Iowa. The case has already cost 
tl1e cit3T of Des l\Ioines $20,000 ancl the end i not s·et. 
~Iean,vhile the cit}r is estopped from reg·ulati11g· either 
fares or ser,~ce. 

econcl, ag·itation against dollar gas ,,as begun some 
y·ears ag·o. At length, on F ebr11ary 27, 1910, the city 
cou11cil, ,vhe11 110 repre entative of the gas company was 
pre e11t, pa sccl a 11i11et)T cent ordinance. 303 E11forcement 
of tl1e orcli11a11ce ,vas forth,,ith enjoined b)T United tates 
District J 11dg·e l\IcPher on, and a clecision of the lowest 
Federal court upholding the ninety-cent rate ,Ya only 
obtained 011 ..c-\.11g·u t 21, 1912.304 The citJr l1a already 
spe11t $25,000 a11cl tl1e compa11:T $150,000 on the case, with 
a co tly· appeal to the United tate upreme Court re
mai11i11g to be pro ecuted. The dollar price for g·a till 
remains in force in Des l\Ioines after nearly three ,Tears' 

• • 

litigation. 
Thircl, the people of De l\Ioines l1a,Te for years paid 

thirty cents per tho11sand g·i:\,llo11s for water, a 'tery hig·h 
rate for a cit'{ of 11i11etv tho11 a11cl inl1abitants. Tl1e cit, • • • 

co11ncil, i11190 , orderecl the l)rice recl11ced to t,Ye11t3T cent ; 
hut the orcli11a11ce ,va helcl i11,Talid u1ore than three 3Tears 
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later b}T tl1e l.,.11itecl. tates Cir cuit ourt,30
:; and has 11e-ver 

1Jeen i11 force. IIa,,i11g· 1111k some $14,000 i11 the ,Tai11 at
t e1npt to ecl1re lo,,·e r rate b)· ordina11ce, the cit)· 11ext 
song-lit to purcl1a e tl1e ,Yater ,,·ork . Tl1e compa11y askecl 
$:2,700,000 for a JJla11t ,Yl1ich l1acl bee11 , ·al11ecl by a 111a ter 
i11 cl1a11c0r ~·, 11po11 the com pan~· 's e,·icle11ce, at $1, -!0,-
000.30u ... ,, o agrecn1e11t being· reachecl, a11 appraisal ,Yas 
sought b}· tl1e cumber some methocl of a '' co11clen111atio11 
court'', l1crein brforc describecl. If no appeal i take11 
f ro1n tl1e decisio11 of the three district judges, this pro
ceecling· ,Yill co t tl1e city· about $15,000. Cons11mers s till 
pay· thirt:· cc11t per tho11sa11cl gallons of ,vater in tl1e 
cit,· of Des ~loines. • 

• 
:F'ourtl1, a11 ouster proceeclir1g· against tl1e I o"·a (Bell) 

Tele1)hone Co1r11Jan}· ,Yas cleciclecl aclversel}T to the city in 
190:3.3(1

7 ... \.notl1er suit l1as rece11tly been begt1n to t est the 
ron1pan~-' rigl1t to operate ,Yithout a franchise from the 
cit,· . 

• 

T l1e 11Pt r e-,nlts of fi,·e )·ears' litig·ation ancl the ex 
pe11clitnre of $73,000 of taxpayers ' money are: (1) that 
tl1e rates coruplainecl of r emain i11 force; (2) tl1at 110 im
pro, e1ne11t of ser,Tice l1as bee11 effected; (3) that the co11-
flicting· clai1ns of tl1e cit3T ancl its pt1blic ser,Tice corpora
tio11s are s till u11cleciclecl; a11cl (-!) that chronic ho tility· 
]1as hee11 e11ge11dered between the compa11ies and the pub
lic, eacl1 regarcling,· tl1e other as a 11att1ral enem3T to l)e 
OI)IJl e keel ancl exploited as m11ch as possible. 308 

"
7 ell 

111ig·l1t J uclg·e 1fcPherso11, before ,Yl1om tl1ree of these 
cases l1a, e been triecl, exclain1 : '' I11 the face of tl1ese long 
cle la~T a11cl t11e treme11<lot1s eXJ)e11se attencli11g the hear
ing , it is apparent tl1at some otl1er method mt1 t be 
cle·vi eel to cletermi11e tl1e 1natter~ as to so1ne of tl1ese 
p11blic 11tilities.' ' 309 

• 
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MUNICIPAL ACCOUNTS 

Tl1e shortcomings of municipal utility accounting· have 
alreacly been adverted to, but the poi11t may be made 
clearer by contrasting the ,vater,vorks reports of a Wis
con in city of 4000 and an I o,\Ta city of 40,000 inhabit
ant . 310 The former contains the following significant 
information not to be found in the latter: (1) the amount 
of ,vater fur11i hed to, and the receipt from, residences, 
bu iness establishments, cit3-T building·s, school , public 
park , fountains, fire hydrants, and street sprinklers ; 
(2) the cost (including intere t, mai11tcnance, deprecia
tion, ancl taxes) of pumpage; ( 3) the distribution costs ; 
( 4 ) maintenance and depreciation i11 cletail; ( 5) the cost 
of reading· and testing meters ancl maki11g· collections; 
( 6) the number of each class of emplo}Tees and their 
,vag·es; (7) a detailed in, ... entory of property; and ( ) , 
1nost important of all, the net financial result of the 
~-ear's operation for the plant a a " .,.hole and for each 
clas of er,ice. The Io,va r eport ho,,... 11ch r esults 
onl3T for the indu try· as a ,vhole and with no allowance 
for i11terest, depreciation, taxes, or the water supplied 
to the city· or the scl1ool di trict. I n a word, the people 
of the "'\'\7isco11 in city ca11, and the i11habitants of the 
I o,va city can not, di co, ... er ,, ... hether their plant is being 
operated eco11omically, ,,.,.hether the cl1arg·e are too lo,v 
or too hig·h, a11d ".,.hether one clas of con umers are pay
i11g· for ser,tice to another. 

Tl1e present tate control of 1111111icipal accou11t is of 
little benefit. The character of the uperYisio11 by· the 
.... .\.11ditor of tate may be j11clgecl from the la t a111111al re
l)Ort of the Departme11t of Fi11ance ancl nI1111ici1Jal Ac
counts. J\I unicipal i11cl11 tries are treatecl 11ncler the 
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heads :311 (1) ''Pa:·me11t for l\I unicipal I 11clu try· Ex
pe11 e' ', di viclecl in to (a) '' alarie a11tl , \T ages' ' and ( b) 
''All others''; (2) ''Pa:r1ne11t for Outlas·s'' (intendecl to 
r epresent equipment a11cl con t ructio11); (3) '' R eceipts 
from l\.1u11icipal I 11clustrie ''; ( 4) '' Value at Close of Year 
of 11unicipal Po. sessio11 ''; ( 5) '' ,,T atcr "\\,. orks, Gener al 
I nf ormatio11 ancl Cost of er ·vice' ', sho,Yi11g number of 
miles of mai11s, 11u1nber of fire hs·clra11t , 111axi1num and 
mi11imun1 \Yater rate, 11l1mber of connectio11s, and nt1mber 
of meters; ancl ( G) similar clata for electric plants. 

Tl1ree cr iticisms of tl1is report may be offered. (1 ) I t 
is impos ible to a certai11 therefrom the original cost, cle
preciatio11, structl1ral ,Talu~, outstancling clebt, operati11g 
expe11se , pl1mpage, commercial sale , or public co11sump
tion of any· pla11t; a11cl hence it is, of col1r se, out of the 
questio11 to compar e the efficienc}T of clifferent plants in 
an)T respect ,vhate,·er . (2) Tl1e retur n , even u11der the 
meager heacls 11oted, are ,·ery incomplete. The 11umber 
of rol1nicir)al ,Yater ,Yorks is g·i·ven as 69 in Table III a11d 
75 i11 Table I\r of tl1e la t publisl1ecl r eport, thol1gl1 the 
forn1er table i11clt~ G pla11ts omittecl i11 tl1e latter. The 
item, '' cost of fir h)'"clra11ts' ', in T able XVI , appear s for 
hut 41 cities out of 71 for ,vhicl1 other data is gi,,.en. 
( :3) E, en tl1e item set clo"'n are not al\vay·s to be t ru ted. 
I t is I)robable tl1at tl1e table of '' P a:rrne11ts for ~I u11icipal 
I11clu"' tr: Ex1)ensc'' is inte11clecl to inclicate operati11g ex
pe11 e . If so, $14,395 eems an excessive expencliture 
for the Ila,, arcle11 ,vater ,,·orks as compar ecl ,vitl1 $1,166 
for tl1e Cl1arles Cit)· plant, a11cl $533 for the Sac City 
,vater system. ~ imilarly, the pa)T roll of $466 at tl1e l\1t . 
Pleasa11t ,, ater plant appears ,·er3.,. small by comparison 
,vith '' ,,age a11cl salaries'' of $4,822 for the Clarincla 
,\·orks. The expla11atio11 i , of course, that the several 

8 
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iten1 in th<' , a1ne colun1n do not re1)re ent corre poncling 
fact~. I)onbtle so1ne 1nu11ici1Jal accountant· place co11-
struction ancl rene,val und<'r '' Pa!·1nent for }I unicipal 
Indu tr!· ExJJen e' ', ,, hile other record even operating 
ex pen e a '' Pa~·111ent for ()utla!·5' '. ,, ... hate,,.er the ex
}Jlanation, the nun1ero11 and g·larin~· (liscrepancie , ... itiate 
tl1e ,·alue of the u1n111arie in 'I1ablc, III and I"\'". 

'11 he J)Oor re ult attained h!· the ~A uclitor of ~ 'tate are 
cl11e i11 JJart to the lack of adequate proYi ion for ecur
i11g pro111pt ane_l full return fron1 tl1e 1nunici1Jalitie . But 
tl1e difficult,· do<' not encl l1ere. The .. \11clitor and hi sub-• 

::'\u111uer of cities 
:-,., uruber of n1uuicipal 

\\·atcr plants ... 
'\ urnber of n1u11icipal 

electric plnnts . . 
Xurnber of water and 

light utilitie · .. 
Yalttc' of city water 

TAI3LE \"III 

C'ITil-:s OF C'ITH:,. OF 
~lORt: 'l'H.\:-. ;;,ooo TO 
~o.ooo 1:-- 20.000 1 ~ 
HAIUT.\:STS If \IIIT.\::STS 

10 19 

5 13 

0 3 

5 16 

<'!TH s Ot' 
3,000 TO 
5,000 I:s-
H \Bl .\'.'.rs 

<) -

13 

3 

CITlf.S Ot' 
Lt:ss TH.\:S 
3,000 1::-.-
HAIHT \:STS ALL CITIES 

44 

3, 

9 

46 

101 

0 

105 

\\orks ......... $3,041,19 $2,616,200 1.376.9,3~ -.1,069,93 4- ,104.~ 
·value of eity light 

plants ....... . 
·value• of hoth utilities 3,041,19 
Annual oprrating ex-

JH'nsps of water 
works . . . . . . . . 123,412 

Annual operating ex-
penses of light 
"·orks ...... , .. 

Auntiitl opc>rating ex
prnses of both 
utilities . . . . . . . 123,412 

77,000 661.065 1 6,5()0 924,565 
2,693.200 2,03 ,017 l.~56,43 9,02 . 53 

140,109 121.327 5,193 4'i0.0-!l 

30,000 167,.3'il 69,07~ 266,643 

170.109 154,265 736.6 4 
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ordi11ate are 11ot cl1ose11 for their tecl111ical l{no,Yleclge of 
stati tics a11cl accol111ts. Tl1e ·vcr,· co111mittce \Yl1icl1 clraft-

• 

eel the pre e11t sy te111 of 1111111icipal accol111ts \Yas co111-
po eel, i11 tl1e 111ajor l)art, of ll11trainecl cit)' official .:1

1:: 
:Oi unicipal 01)eratio11 of public er,,ice i11cll1strie l1a 

a ttai11ed a co11 iclera ble 111ag11it11clc in Io,,·a, as i sl10,Y11 
b)' the table 011 tl1e 01)po ite page. Tl1c 11u111ber of pla11ts , 
the u111 of 111011e)· in,·e tecl tl1ereirt, tl1c an11l1al expend 
iture tl1erefor, the i111porta11ce of eco1101n)· a11cl cfficie11c)· 
in the 1nanag·e111ent of tl1e e ind11strie , tl1e g·reat Yall1e of 
i11telligent antl correct accol111ting· a , a 111ea11 tl1ereto, ancl 
the cleplora ble < leficie11cic, of cxi ting· acco1111ti11g· 111etl1-
ods, all call for effecti,·e St2tte uper,,ision. 

ATTE~IPTS TO CREATE A PUBLIC SER"\'ICE C0:\11\IISSIOX 

Bill. to create a 1)11hlic er,,ice con1111i io11 for Io,Ya 
"·ere introcll1cecl i11 botl1 tl1e Tl1irt,· thircl :n-1 a11cl tl1e 

• 

Thirt~·-fo11rth 31 a General .. ..-\. e111blie , a1Hl uch a 1nea. ure 
"·a · pa ed b~· tl1e II011 e i11 1911 1)llt failed in tl1e Sen
ate.311, 

Of tl1c everal 1neasure propo eel, tl1e "\"\-rl1ite-Grier
Larrabee ancl 8a111111i hill of 1909 ,Yere iclentical, a 
,Yere al o the Crist ancl ~ 1 a1nr11is bills of 1911, tl1e latter 
clifferi11g fron1 tl1eir })reclece . . ors cl1iefl)· i11 re, er,·i11g 
larg·er 1)0\Yer<=- to 1nl111icipalities. ....\. sl<etcl1 of tl1e ~ 'a111n1i 
bill of 1911 ,, ill, tl1eref ore, 11fficie11tl)· i11clicate tl1e cl1ar 
acter of the clefeatecl legislatio11. 

Tl1e Ra111111iis bill pro·viclecl for a public ery-ice co1nmis
sio11 of fi, e 1ne1nbers, a1)poi11tecl b~T tl1e Go,Ter11or a11cl 
co11:fir1necl b~· a t,Yo-thircls ,Tote of tl1e ~ enate, a11cl re
mo·vable by· tl1e GoYernor for cal1se, to holcl office for six 
~Tears at a salary of $5,000 eacl1. The co1n1nis<:iio11 \Yas 
gi,·e11 jl1ri diction o,Ter all con1mon carriers ar1cl over 
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. trcet railroad , telegra1)l1 and telepl1011e compa11ies, a11cl 
g·a., electric, ancl ,rater J)lant., ,, hether priYate or munic
i1Jal. rrhcre ,,·ere tl1e ll ual pro,·i iou for in,·e tigatio11 
111)011 con:11)laint or 11po11 tl1e co1nu1i, io11' o,Y11 motion, 
for reJJort fro111 tl1e utilitie. to the con11ni ion for filing 
checlulc , and for fixing rate ancl orclering· i1npro,Te-

111cut . rrhe co111n1i io11 ,Ya g·i,·en po,Yer to require 
nnif or1n account and to aJJpoint 111eter in JJector . The 
bill included a '' tock ancl bond'' clau e, f orhiclcling· tl1e 
i 11e b~· an~· 11tilit~·, pri, ate or 11111nici1Jal, of capital tock 
or of clebe11ture to run 1nore tl1an one ,·ear ,Yithout the 

• 

con1111i1;, io11' a1Jpro, al. 'I'here ,Ya al o a '' con,·e11ie11ce 
ancl neces it> '' clan e, 111aki11g· the co111111i ion' a e11t 
nece sar)· to the co111111c11cc1nent of an:- ntilit~T enter]Jri e 
in con1p0tition ,, ith one alread:· in e~i tence an<l a ,·ali
clating· clanc;,e [~ 'ectio11 :25 "·l1ich ,,·oulcl l1aYe })errnittetl 
Pxi ~ting utilitie-, "to e>..erci e the francl1i ~e a11tl priYi
lcg0 ,, hich the: no,, haYe, or " ·l1ich 111a~ l1ereafter be 
g·rantecl to thP111, o long· a · the: co111pl: ,, itl1 tl1e })ro
' i. ion· of thi act antl thP [Yalicl] order" of the co111111i -
ion'', s11bject, ho"·ever, to the J)o,Ycr of 1nunicipalitie-, to 

a1nend or alter an:· francl1i.._e at it e~1)iration. 1lu11ic
iJ)alitic retained the 110,, er, "' ubject to re,·ie,Y by the 
co1n111i ion 111)011 con1J)laint hy the 11tilit:· affected, ( 1) to 
cleter111ine the quality and ki11<l of er, ice to he renderetl 
aucl tl1e other tern1h and co11clitio1. Ul)0n ,,·hicl1 a11:· util
it) . l1ould be per1nitte<.l to occnp;· the ~treet~. antl (:!) to 
require addition. to or e>-ten 'ion::- of the ph; .... ical J)lant. 

~ 
1on1e of the a hoYc l)ro, i ion , uotahl:- the ·tock antl 

bond clanhe, are le s e:\1)licit than co11ld he ,,·i•-.I1ed. The 
eiTPct of the , aliclatiug clan c i doubtful, ince it doe 
not cxpre ly l)ro,·ide for the for feiture of franchi e for 
any Yiolation of la,,·, or of a la,rful order of the con1mi -
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sion. As a ,,hole, 110,vever, tl1e bill is more objectionable 
for what it omits than for ,Yhat it contains. The most 
important omis io11s are: (1) explicit definition of un
la\\,.f11l cli crimi11ation, ( 2) valuation of utility properties 
bythecommis ion, (3) auclitofutility· accounts, (4) clef
inition by the com1nission of standarcls of product and 
service, ( 5) i11spectio11 of service ancl equipment b·:v the 
commis io11 's staff, ( 6) control of mergers, ( 7) appro,1al 
of fra11chi es by· tl1e commission, ( ) an indeterminate 
permit clat1se, ancl (9) restrictions upon judicial re·view 
of the commi sion 's clecisions. Taken together these 
omissions, but especiall}T the failure to limit court r e
view, -woulcl ha,·e 1nateriallj ,,eakened the proposed com-

. . 
m1ss1on. 

The defeat of tl1e pt1blic ser ·vice commission proposals 
in Io""a is largel:'" attributable to the opposition of city 
go,,.ernme11ts. Tl1e City Council of Des ~Ioi11es peti
tioned, i11 1909, '' agai11st the enactment of a public utili
ties meas11re tl1at ,vill take from the cities and to\\-rns ancl 
electors tl1ereof tl1e po,,Ter to g·rant rig·hts to the use of 
the streets'' or '' the control ancl regulation of public 
ser,,.ice compa11ies operating· ,,ithin their borders.'' 317 

~I ore tha11 t,ve11ty petitions to the same effect, emanating 
from eigl1tee11 cities a11cl to"·11s, ,vere pre entecl to the 
Tl1irt'r-tl1ircl a11cl Thirt't-fourth General r\_ssemblies.318 

• • 

Tl1e 111ai11 grot111cl of this oppositio11, as g·atl1ered from 
inter,·ie,Ys ,vitl1 leacli11g spokesme11 of the cities, may be 
reclucecl to tl1e follo,ving·: (1) dissatisfaction "Titl1 certai11 
fea tl1re of tl1e particular measures tlndcr consideration; 
(:2) suspicio11 of the spo11sor hip of the pro1)osecl legisla
tio11; ( 3) fear that an u1i-fit commission " ,.ould be appoint
ed; ancl ( .J.) prefere11ce for '' municipal home rule'' as 
ag·ai11st a11> form of tate supervision. It was alleg·ecl in 
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a deli tion that a pnhlic rrvice co111nll ..,1011, ho\\·ever de
. irahlc• in n1orP 11rha11 ► 'tate , 1 · a nPedl(', luxury in auri
cnltural l o\\·a, aud that the• ro..,t of an effpct1,·e con11ui ion 
\\·cnilcl hP prohibiti,·e for thi povert~·-~tricken . tate. ~\. 
brief C>\a111iua t1on of the. <' l'\ <'ral objection~ ,, ill clo e 
f h<' prc•,<'nt s<>ct1011 of t hi l)H per. 

'r lH• cl('fcct . of th<' lnll introduced a1 <I voted on ,vere 
1n<'11tion<'d aliovP. I◄,riend~ of rfft1cti, <· • 'tate ,upervi ion 
could not have• lic•P11 sati. fi<'d ,vith an,· of thP 111ea ure 

• 
1n·P~<'11t0d in th<'ir original for1n. I~ut their ,pccific ob-
jPctio11.._ could ea il:T have hPen overco111e h: an1endn1e11t. 

l~PprPsc•ntati,·p~ of certain 1>nlilic rrvicP corporation~ 
\\'c•r<• allp~·<'d to havt• l)pe_•11 ,•pry active• in ,npport of the 
pP11clin~- hills, leading· to thP . u,1ncio11 that the n1<?a,l11 P-:, 
\\' Pl"<' i11 t<'nd<'cl not ~o 11111ch to · · cnrli 1110Popol:· " a, to 
·• hridl<· th<' n1nnicipalit1Ps ''. \\Thethcr ,uch "ll })1c1on-.:. 
\\' <'l"<' \\'Pll or ill-fonnd<>d , the: ",PPlll to ha, l' bet•n in tru
lllPlltal iu bri1uring· nbont the dPf<'at of th<> pnhlic utilities 
bills.3111 

'l'hP hill prupo<..( d to continuP tht' prp,e11t Railroad 
1u111n11<..,ioncrs, until th<' l'Xpiratio11 of the ter111, for 

,vhich th<': \\'<'l°l' rP<..pcctivel:· PIPct(1 <l. a::- n1e1nhPrs of the 
propos<•d puhlie spr, 1cc co1111111s,1on. 'f\\·o of tl e-.,e Con1-
n1is::;;ioner . it \\'a allt•g-ed , "Pl e oprnl:.,. suppo1 ted for 
<'lPction hy· <'<'rtni11 rnilroad rorporation-... 3~ 0 and \\'ere nn
dulv favurahlP to ''thP infprp-.,t.., ''. I t \\a, thou~.?:ht. he-• 

,idP::-, tlH1t till' agricultural Plt'lllt'nt of the populntion 
111ight lH• !.1:ivP11 nndnP rPprP..,rntation in appoint1ne11ts b!T 
tl1<' (;o,·pr11or, n11d that citiPs n1ig·ht ltavt' to <..ulnnit to 
rpg·ulatio11 h:T a hoard "not 01H' of \\' ho~c• llH'Illhl'r.., re,ide-, 
in a city 01· is fa111ilia r ,vith eity 1)rohlt11ns ". 

'I'hnt city ollicinl<;;; should oppo,p ~';tntP :::--ll}H'\r, 1,ion of 
urlin11 ntilifit'o.; i.., Pas, to nndt1 r::-.tn11d. 'l'he dig·nit, nnd 

• • 

• 
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po,ver of municipal office wo11lcl therebs· be some,vhat 
diminishecl. nioreover, an oft-triecl ancl e,Ter reliable 
campaig11 i s11e ,voulcl lo e most of its ·value: 011ce e tab
lish an effective tate commission a11cl 110 Carter }lar
rison or Tom J ohnso11 or :Oi a}"Or Pingree is 11eeclecl to 
deliver tl1e cities from their bondage to public service 
corporations. Opportunities for '' eaSJ" mone}T'' ,,Tould 
like,vise be curtailed - a consicleration ,vhich ,voulcl ]1a,Te 
,veig·ht "'"ith clishonest officials, if any such there be in 
I o,va. 

It is as 11n11ecessary as it ,voulcl be 11tterl}T unjust to 
ascribe u11,vorth},. moti\·es to all of tl1e oppo11ents of State 
uper,11s1on. nian},. l1igh-minded men l1onestly believe 

that the ''cities a11cl electors thereof'', if onl}T given suf
ficient po,Yers, can regulate the public 11tilities within 
their borcler to better effect tha11 can a clistant commis
sion ,Yhich represents a preclominantly r11ral constituency 
ancl which is necessarily 11nfamiliar with local condi
tio11s. 321 This conviction agrees well ,vith the ... \...merican 
faith i11 local self-g·o,,.er11me11t, ,vhich appears to be espe
cial!-~,. strong i11 Io,va. I 11 the worcls of a former city 
solicitor of Des 1Ioines, '' Home rule i11 the cities is'', 
"-rith many·, '' the sheet a11chor to ,vhich ,ve ,vo11l<l 

cling ' ' . 32 2 

The argument of the home rulers ha,Te alreacly been 
considered at son1e length i11 an earlier section of this 
paper, where it ",.as pointecl out tl1at reason anc1 experi
ence are against 1111cl1eckec1 local control of 11rba11 11tilities. 
The costly failures, a11cl tl1e no less costly partial ,"ic
tories, of De nfoi11es, Ceclar Rapicls, io11x Cit},., ancl 
other Io,va comm1111itie i11 their contests ,vith p11blic ser
vice companies s11fficie11tl},. emphasize tl1e point. 

The argument of no11-11ecessit},. cloes 11ot co11,"ince. It 
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i. , of cour c, true that Io,,·a ha no 111etropolis, but there 
are tcn citie. of 111ore than t,, ent~,. thou a11<l, ancl t,Yent}·-
i ~ of 111ore than fi,·e thou and inl1abitants. There are 

11earl) one hundred place . erYecl b~· t,Yo or more pri,·ate 
cou11)anie Pach, and 1norc than 011e hundrecl m11nicipal 
l)lant ._ , nlued at 0111e ten 111illio11 dollar . It 111u t be 
rP111e1nhcred that,, hilc the agg·re~ate co t of ,,·ater, lig-ht, 
and local tran portation at edar Ra1)i(1 a1)pear mall 
b> con11)ari'-ion ,, ith Chica~o, ~ret the lJC I capzta co t may 
be cquall~· g-reat, antl good er,·ice at a rea onable })rice 
i no le 1111portant to tl1e con. u111er of the one place 
than of the other. 'I1he lar!_;e cit>, moreo,·er, i better 
a hle than the n1aller to COJ)e "ith it 11l1blic ser,ice cor
porations. C'hicago can 1nai11tain a board of n1)er, i ing 
en!?;inerr for the t1 action ) ~tern, e1111)lo>· ex1)ert to ,·all1e 
the ~·a prop0rti(' , and engag-e e111i11ent coun el to fight 
the co111J)aniP in the COllrt . But Io\\ a it~· can do no11e 
of the e t bing-. . 'I1he local lig-htin~: plant i co11trollec1 b~· 
an east0rn s~·nclicnte, the local tele1)honc exchange i a 
11nit of the l3ell ) ste111, and the 111unici1)alit>· i l1opele l>T 
outclns 0d in a conte t ,, ith either. ()111, the ~tate ca11 

• 

clo for the citi(_l-._ ,, hat holding con11)a11ie ha, e clone for 
the utilit) corporation - l)Ool tl1eir re ource-._ for ef
f0cti ,·e effort. 

~or ~honld the legi. lator' ,-i ion he liruite<l to i111111e
diate nece ~itie . It i })(lCllliarl>· the l)ro,·ince of the 
1-- taf(l to ('Xcrci 0 that larrrcr fore ight \Yhich i be~·o11cl 
thCl k0n or the int('re t of the indi, idual citizeq. ~Io t of 
the older ancl 1nore })Ol)Ulon "~ tate ~ dcla>·cd the reg·l1la
tion of J)nblic utilitie until th0 ah11 e._ had bccorne acl1te 
and the e, ils "ere in })nrt he~ ond re1)n1r. 'l'hc rig·oro11 , 
stock and bond la\\· of ~ c" York, Xe\\ J er e}·, niar~
land, cind Ohio arc in the nntnre of locking the table 
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after the horse is stolen. I o,,Ta may ,v-ell profit by these 
examples. Io"Ta 's cities are gro,ring· rapidly. The 
11rban population of the tate - cou11ting as urban those 
,vho live in places of five thol1sancl inhabitants and up
wards - rose from sixteen per cent in 1 90 to t,venty
five per cent i111910. One-sixth of Io,va 's people now li,Te 
in places of more than t,ve11t3T tl1ousancl i11habitants. 
Fur thermore, the importance of urban utilitie i11creases 
even faster than urban population. E,Tery year the tele
phone, the electric light, and the gas range reach poorer 
families than before. Street railwa}TS no,v pay in cities 
of a size that t,vent3T 3rears ago could not support a horse 
car line. Left to themselves, therefore, the eYils of the 
pre ent sitl1ation "'i.11 ml1ltiply in geometrical progres-

. 
s1on. 

The a1gl1ment of excessive cost is likewise not well 
taken. I11cleecl, the acl,Tantage of econom}T lies altog·ether 
with a tate commission as agai11st reg·ulation by the 
cities separately. Des ~Ioines alone has spe11t $75,000 
within fi,Te years i11 its strl1ggle ,,rith t11ree public service 
corporations. If other cities ha·ve spent proportionately 
less, it is because they have not attempted to exercise 
effecti,Te control o,Ter local l1tilities. Dol1btless the large 
expencliture of Des 1Ioines i a ,,Tise investment, as the 
city admini tration co11te11ds. The point is that the State 
col1ld accomplish better results for all the cities at a cost 
relatively much less. 
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UGGESTION FOR EFFECTIVE UTILITY 
REGULATI O.r 

THE foreg·oi11g st1r·ve;r of the reg·ulation of urban utilities 
sugg·csts certai11 conclusions as to what should be sot1g·ht 
ancl ,,hat avoiclccl in public utility leg·islation. To a 
statement and discussion of these conclusions the present 
chapter will be devoted. 

THE PUBLIC SERVICE COl\Ll\.fISSION 

The first essential of e:ffecti·ve control of public ser
,Tice corporations is an efficient aclmini trati\·e bocly. 
Experie11ce indicates that a board or commission best 
meets the requirements of the problem. The requisite 
po,,ers are too g·reat to be entrt1stecl to a sing·le person, 
ancl a larg·e body is too ct1mbersome for efficiency. A 
commi ion of three members is probably preferable to 
a larg·er board, even if of equal indi,1idual ability. 1\Iore
o,rer, a g·i,Te11 sum laid out in salaries is more likely· to 
ec11re compcte11t men if di-,iclecl among· tl1ree than if clis

tribt1ted to five. I na much, ho,,e,Ter, as it is 11ot clesir
able to leg·islatc the present Railroacl Commissioners 
011t of office it mig·ht be ,,ell to ha,re the p11blic service 
co1nmis io11 consist at first of :fi,Te member , to be recl11ced 
to three a tl1e ter1ns of the pre e11t Railroad Commis
sio11cr s expire. ..e:\.s to the methocl of selectio11, appoint
n1cnt eems to ect1re better results than popular election. 
Tl1e 1)ro,Tisio11 of the ammi bill for appointment by the 
Governor and confirmatio11 by a t,vo-thircls vote of the 

122 
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enate is probably as g·ood a methocl as can be clevised. 
The term of office shoulcl not be less than six years, one 
commissioner being· appointed eYery seconcl year. Com
missioners shoulcl de·vote their entire time to the duties 
of the office and shoulcl have 110 connection, b3r stock own
ership or otherwise, "Tith a11y public utility·. 

"\"\Tith respect to personnel, one commi.ssioner should 
be a11 attorney skilled in railroad la"T and shoulcl act as 
the commission's counsel, ex officio, tl1us saving· the sal
ary of the prese11t Railroad Counsel. A11other commis
sioner should be a public utility expert, familiar \Yith 
methods of ·valuation and accounting. I t mig·ht be neces-
ary to g·o outsicle the t~te for such an expert, ancl so 

appointments oug·ht not to be confinecl to citize11s of 
Io,va. Finally, 011e member of the boarcl shoulcl be a 
resident of some Io,va cit3T of not less than t,vent3r thou
sancl inhabitants. All appointments by or under the 
commission should be by competitive examination. 

UTILITIES I~CL UDED 

The act should embrace the follo"i'"ing· utilities : (a) 
r ailroacls, interurban railroads, express companies, sleep
ing· car, dini11g car, refrigerator car, ta11k car and other 
car lines, pipe li11es, steamboats, ancl all other carriers 
between cities; (b) telegraph, telepho11e, a11cl other tra11s
mission compa11ies, lines or systems; a11d ( c) street rail
" 'ays, telephone exchanges, g·a , electric a11cl ,vater ,-vorks, 
heating ancl refrigerating pla11ts, terminals, ferries, toll 
briclges, ,var ehol1ses, ele·vators, colcl storage houses, ancl 
an}T creamer3r, slaughter-house, meat packing establish
ment, ancl any milk, coal or ice dealer fou11cl upon com
plaint and in,.,.estig·ation to possess substa11tial 1nonopoly 
power. 
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The term '' public utility·'' should be so defined as to 
embrace municipalities ancl e,·ery inclividual, partner
sl1ip, firm, corporatio11, association, trustee or receiver 
o,vning or operating any of the foreg·oing· plants, busi
nes es, or inclu tries, and al o any corporation or associ
ation formed for the purpose of acquiring·, or authorizecl 
to acq11ire, or ,,·hich has acquired any· utility franchise. 
Tl1i la t proYi io11, modelecl upon the :Ne,,. York law, is 
i11te11cled to r eacl1 i11choate or inacti,·e companie ,,hich 
acquire franchi e ancl l1olcl them until such time as they 
become ,Taluable. ome of the bu i11e es abo,·e enumer
atecl are not u uall}T classed as public utilitie , but it i 
,,·ell kno,Yn that in many place the:v are, ancl tencl more 
a11d 111ore to become, ,~rtual mo11opolie . The la"T hould 
be broacl e11011g·l1 to cover all monopolie ancl explicit 
e11ougl1 to preclucle eva ion by a mere cbang·e of form. 

Tl1e more certainly to g·uard ag·ain t e,Ta ion, it oug·ht 
to be enactecl that no public 11tilit)T a abo,Te defined hall 
hereafter be operated except by· a corporation duly i11-
corporatecl 1111cler the la,y of Io,Ya, ancl that 110 public 
utilit)T francl1i e hall hereafter be g·ra11tecl or tran ferrecl 
except to a corporation o incorporatecl. T he e prohibi
tions ,,To11lcl at 011ce 1)recl11de the operatio11 of utilitie by 
irre po11 ible incli,·iduals, or a ociatio11 - cle,·ices re
peatedly e111plo)·ecl i11 1\Ias acl1u ett to e cape p11blic 
reg·11lation. At the an1e time, no e:s:i ting· pro1)erty 
rig·l1t \Yo11lcl be i1npaired nor \Yo11lcl the acq11i ition of 
11tilit)T pro1Jertie b~r holdi11g· companies be pre,Tented. 
Tl1e propo eel inhibitio11s ,,·oulcl sim1)l)T co1111)el operati11g 
co111pa11ies to incorporate tl1em el,Te i11 Io,Ya ancl thu 
s11b1nit full}T to the la,v of tl1e tate. Tl1erc ap1)ear to 
be little doubt that uch a r eq11iren1ent 1na~· con tit11tio11-
all,T be 111acle. The tate n1a,· fix the term and conditio11s • • 
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upon ,Yhicl1 ])Pr on 111a)T cng-agc in lluhlic calling ~3 ancl 
thc·r~for<· 1nay, if it lioul<l aJJpear that by sl1ch n1ca11 
it police regulation ,voulcl be n1atlc 111ore ell'ectivc, 
l'orc•clo • all _uch callin 1rs to in(livi<luals or forci 1rn cor-~ 

poration . 

I.XQUI ITORL\.L PO\\TERS 

It goPS \Yitho11t <;a~ring tl1at the co111111i -io11 '-illOllld 

have an1pl _. inqni itorial J)o,, er . ...\nnl1al re1)orts , in l1cl1 
cletail a the con1n1i sion 1nay think fit, ho11lcl he rcquirecl 
of all utilitie and the co111111i_ ion '-il1ol1l<.l be e111r)o,vere<l 
to P.xact l'l'J)ort , at 111orc freq11ent interYal ,Yl1c11 clee111cc.l 

\'AL •A'J'IOX OF UTILITY PROPER'IIEb 

'I'hc ro111111i ·sion l1011lcl he req11irecl to a certain, a 
... 110<.'dily as 1>racticahle, the fair ,·al11e of all 11tilit~· 11rop
erti0~ actually <ll',·ot eel to the l)111Jlic ervice a11<.l tltcre
after to ke 'l) itself inf or111ecl of all ne,, con tr11ctio11 a11cl 
of the Yalue tl1rr0of. ~ o })artic11lar theor~· of val11ation 
. houlll be 11rl",crihl1 <l in tl10 tatute, c,incr none 110,v co111-
n1nnds nniver~al a ~0nt, hl1t no allo,Ya11cr houl(l he 11cr-
111ittcd, in a11: , aluation for rate-n1aking_· or for 1nl111ici1)al 
p11rtd1a-.,l', for an:· franchi c, e.xccr>t the co111p0n atio11 
actuall: 1,aid to the y1nhlic grantor. Tl1e ,Taluation~ o 
fou11<l ::--houl<l he concl11:sive, a. of the date ,Yl1e11111a<le, for 
th 1n1r1Jose of 1nnuici1)nl 1)urcl1a'-ie ancl al o in a11~ ulJ e 
qnent l)rocectling in an:· col1rt of the State. 'l"'l1i la t 
pro,•ision ,,·oul(l :-,ave the ya_t ex1)0nse of takiug cx1)ert 
tL,sti1t1on:T iu lititi;ation, ancl it ,voulcl al..,o c..erve tl1c en<l 
of JU"-t1cc 1unch 111ore 11carly tha11 doc the ordinarsr court 

appra1::-al. 
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l'XIFORl\! ACCOCXTS 

lT 11iforn1 accol1nt , to be pre. cribed b~· the commi ion 
fo r each cla .. of l1tilitie , honlcl be compul or!·· Ex
pre~. pro,·i. ion shonld he 1nacle for clepreriation accou11t 
ancl for the n1ai11tcnance b!· each utilit~· of 11cl1 clepre
cia tion fnn<l a. the co1nn1i~. ion ball dee111 adequate to 
replace the J)lant and equi1)1nc11t a tl1e a111c n1aJ· ,,·car 
out or hecon1c oh oletc. The J)11rpo c of the depreciation 
fu11d i · to p r e,·cnt i111pair1ne11t of ca1)ital, to ,Yhicl1, a 
ex1)lainPcl in an rarlicr ection of tl1i paJ)er, there i 
. J)ecial ten1ptatio11 in J)nblic nti lit ~· bu. inc t-e. Xot 0111!· 
orclinar> re1)air , hut rene,Yal a ,Yell, are properly oper
ating· e~pcn c ,, hicl1 oug·ht to be 111ct out of earning·._ 
before di ,·i<le11d. are declared or J)rofit co111puted. Oul!· 
tl1u, can iu,-e tor be protected ,,·ithout addling· tl1e 
public ,,·itl1 intere. t charge upon ,·ani heel capital. 
Further , h~· 111ean. of tl1e depreciation account .. , tog-ether 
,vitl1 tl1e con truction acco11nt abo,·e poken of, contin11-
ing· Yaluation. "ill be auton1aticall!· ecured and a ou11<l 
ba i, e. tabli. heel fo r ratc-1naking. 

'1
1
0 n1ake tl1e acco11nti11g· req11irc111ent effecti,·e, the 

ronnni • ion honld be e1111)0,Yerecl to auclit the account of 
an>· ut ilit~· ancl • houlcl be requir ed to e,a111ine an1.l a11elit 
tl1e hook of 111u11icipal J)lant . ~I l1nici1)all:· OJ)erated 11til
itie, ,, onld ~·reatl)· J)rofit b)· ucl1 11per,·i"ion a ,,To11ld 
con11)el then1 to kee1) intellig·ible record . "\\"']1en elector 
are J)ro,Ticled a11thentic a11d co1111)arati,·c infor111atio11 a 
to the operation of 1n11nicipal plant cffecti,,.e control \Yill 
heco111e I)O ible and 1111111ici1)al indn trie 111ay· he expect
rel to ncceed in I o,,·a a t l1e,· ha,Te nrcecded i11 Great 

• 

Britain.32 1 PriYa lc i11, c tors, al o, \Yould be benefited b~· 
t rust \\·orthy co1111)ara t i Ye r eport of J)nblic utilitie . 
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RATES FOR SER\'1CES 

The commission should ha,e full po"Ter, after hearing, 
to :fix the exact rates for each class of service. It is 11ot 
sufficient to pre cribe simply maximum rates. 111 most 
cases when any change of rates is necessary justice as 
bet"Teen con l1mers requires revision of the e11tire sched
ule. To simplif3r the commission's "rork aDcl to secure 
uniformity each utility shoulcl be requirecl to publi h ancl 
:file schedules sho,"\Ti11g all rates in force. No cl1ange i11 
the schedule shoulcl be permitted withol1t thirty· clays ' 
notice to the commission, nor a11y increase over the rates 
effecti,Te at a gi,ren elate ,vithol1t the commissio11 's assent. 
Unlawful cliscriminatio11 shoulcl be defined with some par
ticl1larit}r, and any· cleparture from the publishecl sched
ules or any greater, less, or different cl1arg·e to 011e person 
than to another for a like ancl contemporaneous service 
should be expressly prohibitecl. As a fl1rther precautio11 
the commissio11 shot1ld be authorizecl to cancel discrim
inatory contract , even those ,vhicl1 anteclate lhe passage 
of the act. uch a po,v·er may appear anomalous; but 
there i 110 good reason for the co11ti11ua11ce of an ad
mitted \"\Trong, ancl what is more, cliscriminator-:{ ag·ree
ments are u11lawful ancl he11ce ab initio ,Toicl at commo11 
law. 

STANDARDS OF SERVICE 

The commission shoulcl ha·ve power to prescribe stand
ards of procl1,1cts and services, standar cl units of measure
ment, standarcl measl1ring appliances, standarcl safety· 
eql1ipment, and rules for the protection of the health and 
safety of employees and of the public. It shoulcl be 
authorizecl, after hearing, to reql1ire impro,Ted ser,rice or 
facilities, aclclitions to plant or equipme11t, a11d exten-
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f:iion to ne,,· territor,· ,Yl1en rea onablY 11ecc sarv to tl1e . . . 
public 'Crvice. To 111ake tl1e e pro·visions effecti,·e, the 
co1n111is ion sl1ol1lcl be r eql1ired, throug·h compete11t ag·ents 
ancl \Yith rea 011able freque11c)·, to in pect rail,Ya)· tracks, 
bridges, ancl equi1Ju1ent, ancl otl1er utilit)· propertie , to 
te t tl1e l)l1rit)·, pre llrc, heat ,·all1e ancl illumi11ating 
tJo,,·er of g·a tl1e ,·oltag·e of electric c11rrent , the initial 
efficie11c)· of electric la1np , the putit~· of ,Yater, the 
trengtl1 of fire trea111 , ancl tl1e aclequac~· of telepho11e, 
trcet rail,,·a)·, and otl1er utility· er,·ice, a11cl to compel, 

ll}J011 tl1e r eport of it in pector , ancl \Yitl1out formal 
l1earing·s, full co111pliance ,,·ith ta11clarcl fixecl by la,,,. or 
b)· the la,, f\11 order of the con1llli ion. l Ttilitie l1ould 
be required to })ro,·ide tan<larcl }JroYing· apparatu , to 
J)l'0Ye n10t0r., tP t 'er,·ice, ancl kec1) tatio11 recorcl ac
corcling· to the rule })re "Cribecl b)· the co1nmi ion. X o 
11tility shoulcl be allo,, eel to in tall an)· g·a or \Yater meter 
until t e ted, ap1Jr0Yecl, ancl ealed b)· an official in pector, 
11or an)· el0ctric 111eter of a ty1)e 11ot appro,·ecl by the . . 
COlllilll 1011. 

STOCI<S A:XD BO:XDS 

?\' o l)ro,·1 1011 of a })11blic l1tilitie act are 111ore in1-
portant or require clo 'er attention than tl10 e re pecting· 
ca r)italization. ,\·ording· a ,,·ell a ., ub tance 11eecl to be 
,Ya tchecl ,, ith jealous care to g·uarcl ag·ain t e,·a io11. Ef
fecti,·e control of ca1)italizatio11 11111 t en1brace, at lea t, 
the f ollo,,·i11g· f ea tl1rc :-

Fir t. rrhe i lle of tock\ bontl , or an)· for111 of 11ote 
or clebentl1re l'l1nuing· 111ore tl1an t,, el,·e 111011th , .. l1011ld 
be }Jcr111ittecl onl)· for the acqni ition of }Jro1)ert:v, 11e·"· 
con truction, or other pur1)0 c })ro1)erl:v cl1arg·eable to 
capital accol111t - and tl1c11 onl:· ,,·ith tl1e authorization 
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of the commission and only to the amount and for the 
purposes and upon the terms authorized by the commis
sio11, ,Yhich should be further charged ,vith the duty of 
seeing tl1at such terms and conditions are fulfilled. The 
commission shoulcl be commanded, before g·ra11ting acer
tificate of authorization, to ascertain the y·alue of the 
utility's physical property, the amou11t of its ol1tstancli11g 
securities, ancl such other facts as it ma}.,. deem pertinent 
to the subject ; ancl it should be expressly empowered to 
withhold its assent to the "Thole or an>r part of the issue 
applied for, and to r equire, as a condition of its consent, 
that the petitioning company increase its ser,rice, reduce 
its cli·vidends, or retire part of its outstancling o bliga
tions. ecurities issued ot'her"'Tise than in pursuance of 
the commission's certificate of authorization, dt1ly re
corded upon the compa113T's books, shol1lcl be ,roid. 

Seconcl. No utility should be permitted to issue cap
ital stock at less than par, fully paid in cash, or in 
property at a ,Taluation fixed by the commission. The 
securities of a new or reorganizec1 compan>r should be 
limitecl to an amou11t not exceeding in the aggregate the 
structural value of its plant and equipment, the reason
able expenses of organization, and the cash actually in 
hand- all to be ascertained and certified b3.,. the com-

. . 
m1ss1on. 

Thircl. Pavment for labor or services in stock or ., 
other securities ancl the capitalization of any franchise 
at more than the compensation actually paid to the public 
grantor thereof, or of ''goodwill'' at any amount, shol1ld 
be expressly prohibited. To permit the promoter or 
underwriter to recei,Te a block of stock is to enco11rage 
specl1lative enterprises and open the door to overcapital
ization. Legitimate services of organizatio11 sho11lcl be 

9 
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compen atec1 in the same ,vay as the ,vork of an engineer 
or buildi11g contractor. '' Good will'' obviously has no 
applicatio11 to a monopoly, and a public grant should not 
be made the means of extraordinary profits. 

Four. tock or scrip dividends, shareholders' priv-
ileged subscriptions to stock or bonds, and every other 
form of '' melon cutting· '', should be expressly forbidden. 
As a preventi,re, all stock and other securities should be 
offered at public sale. I t should, however, be provided 
that a minimum or refusal price may be fixed by the 
issuing corporation, and that the securities may be of
fered in succe siv·e blocks or, with the commission's 
approval, be marketed throug·h underwriters. Without 
such saf eg·uards public sale mig·ht depress the price of 
securities below their real value. 

Promoters, magnates, and security vendors at large 
may be expected to protest ag·ainst such rig·orous re tric
tions as are here proposed. But thoroug·h trial in l\1a sa
chusett , and a briefer experience in other States, have 
demonstrated that stock watering· is not necessary to the 
leg·itimate promotion of public utility enterprises. Rea
sonable returns with good security suffice to attract all 
the capital r equired for the pl1blic convenience. Beyond 
tl1is point the protection of investor s is more important 
than the encourag·ement of speculation. 

:i\1ERGERS OF PUBLIC UTILITIES 

iferg·ers, 1111der proper safeg·uards, ought to be en
couraged. The amalg·amation of competing utilities 
a,,.oids much senseless waste. There are marked econ
omies also in the joint operation of a telegraph and a 
telephone system, of a treet railway and a commP.rcial 
po,ver plant, or of a g·as a11d an electric lig·hting estab-
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lishment. It ma3r even be advantageous to co1nbine all 
the utilities of the same community. uch a consolida
tion would effect important sa·ving·s in superintenclence 
and office expenses, in the cost of reading· meters and 
making collections, in the purchase of fuel and materials, 
and in the eng·ineering and construction departments. 
Under such restrictions as ,vill secure to the public a fair 
share in these economies, the consolidation of utilities in 
the same territor3T is an ad·vantage to consumers as ,vell 
as owners. 

Even the acql1isition of non-contig·uous properties by 
a holding compan3r may be a public gain. 1fuch, if not 
most, of the capital i11veste.cl in Iowa utilities is owned in 
New England, N e,v York, P enns-5rlvania, and other east
ern tates. uch capital can be had on better terms and 
at lo,ver rates b}.,. such well-known corporations as the 
United Gas Improvement Company, the TufcKinley Syn
dicate, or e,·en the ne,,ly formed Iowa Railway and Light 
Company, than by an obscure utility· in a country to,Y11 
the very name of ,vhich is l1nfamiliar to eastern capital-
ists. 

But, ,vhile freely admitting and seeking to secure the 
ad·vantage of combination, it is needful to guard again t 
its dangers. Not 011l~y is the power of a monopol3 ... over 
it patrons treng·thened by its union ,vith others, but a 
merger is commo11ly made an occasion of stock ,:vatering. 
Whate·vcr the capitalization of the compa11ies consoli
dated, the aggregate of securities is pretty sure to be in
creased b}· the amalgamation. 

To protect the public, ,vhile permitting· leg·itimate con-
solidations, three restrictions appear to be necessary. 

First. 1 o utility shall sell, assign, con"\"ey, lease, 
mortg·ag·e, create any lien agai11st, or transfer in an}r 
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n1an11<?r ,, Jint o, ,·()r, it franchi ,, ork , pla11t. or lJl'O})

ert~ of an~ d.-i C'ription ( XCPpt 1naterial and upplic)-. 
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ap11ro, d b) th<1 c 1n1ni ion . 
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or a oriati n hall ac iuir n1orr than l n 1ier c nt of the 
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• 
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• 
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l\\O gnR Cc.11npnnil'. rrhl I X])ll'illlf'l or thfls(' lo\\·u COlll-
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munities has not been more fortunate than that of larger 
cities in other ta tes. One after another local telephone 
s--rstems ha·ve been absorbed by the Bell interests. Gas 

• • 

and electric compa11ies ha·ve consolidated with each other 
or been acquirecl by holcling corporations. The process of 
consolidatio11 l1as already proceedecl far : of fifty coro
panie exami11ecl by· the ,vriter, t,Yelve su.pply t,vo or 
more kinds of ser,~ce. The policy· of competition has 
l)roken do\\'n i11 Io,va, as indeecl it l1as everywhere else. 

In vie,v of the uniform faill1re of attempts at compe
tition, of the e11ormous losses ,vhich have been incurred 
in such attempts, and of the increases of capitalization 
and deterioration of ser,rice that usuall}T ha·ve follo,vecl 
upon the abanclonment of these experiments, it can hard
ly be doubted tbat regulated monopoly is the wiser policy. 
None the less, the po,ver to permit competition may ,vell 
be retained as a threat or cll1b to holcl monopolists to the 
faithful performance of their pl1blic duties. These two 
objects are probably best securecl by prohibiting· the 
establishme11t of any l1tility in competition with one al
ready in existence unless the commission, after notice to 
all parties co11cerned and a hearing, shall find and certify 
that public con,·e11ience and necessity require such addi-

tional utility . • 

PUBLIC UTILITY FRANCHISES 

"\Vith respect to the granting of franchises, two re
strictions appear necessary for the protection of invest-
ors as v{ell as of the public. 

First. No franchise granted by any municipality or 
other political sub-division of the State should be valid 
or operative until and unless the commission, after hear
ing, shall find that such franchise is necessary and proper 
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for the public con,renience and properly conser, ... es the 
pl1blic interests; and the commission houlcl be expr essly 
empo,vered to impose such co11ditions as to construction, 
equipment, maintenance, service, or operation as the 
public interests may require. Such a provjsion, coupled 
,vitl1 the referendum r equiren1ent alreacly in force i11 this 

tate, ,vould go far to do a,vay· ,vith corruption in the 
g·ranting· of franchises. ,V-hat is equally important, 
''jokers'' ,vould l1ave little cha11ce of sur1ti,,.i11g· the triple 
ordeal of the city council, the electorate, and the com-. . 
mlSSlOn. 

econd. The indeterminate permit law of Wisconsin 
has g·i,,.en g·eneral satisfaction both to the pl1blic 320 ancl to 
the utilities affected.327 U11der it the companies are as
Sl1red of their rig·hts in the streets and of protectio11 
ag·ainst competition so long· as they render reasonably 
satisfactory· service at reaso11a ble rates. They have no 
11eecl to dicker i.Yith tl1e local authorities for reneV1,.al of 
expiri11g· g·rants. The),. are re]ie,,.ecl fron1 all fear of being· 
forced to sacrifice their propert)'· at the ex1Jiratio11 of a11y 
franchise and f r om all nece ity of amortizing their in
,,.estment. The municipalities, for their part, are no 
long·er bound by r ig·id contracts r11nning· for definite terms 
of years. I f any l1tility fails to f11r11ish adeq11ate service 
another compa11y 1na3,. be cl1artered b:,. the cit:,., with the 
commissio11 's conse11t, ,vitho11t reg·ard to e:xi ti11g· fran
chises. If any city ,vi hes to operate its o,,n utilities it 
11eed not ,vait, a 11ov,,., for tl1e ter1ni11a tio11 of a g·rant. 

There is little do11bt that the "'\"\'"isco11si11 pla11 is far 
uperior to the policy of short-term fra11chises now pur
uecl i11 I o,va. If an indeterminate }Jermit clal1se is to be 

effectiy·e, ho,vever, it m11st be amendator3,. of existing· 
franchises. The Wisconsin act "Tas at first elective ; and 
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uncler it, within four years' time, but 62 compa11ies ol1t of 
445 urrenclerecl their francl1i e i11 excha11ge for inde
terminate perniits.328 Fortu11atel)T, tl1ere is no question 
that the General Assembly of Io,Ya n1a~T. if it see :fit, re
,,.oke, amend, or impose conditions llpon, exi ting public 
utility· fra11chi e , the po,rer to do so l1a,~ng been ex
pressly reser·ved by 5tatl1te ever since 1 73.

329 

It should, therefore, l1e enactecl that e,,.er~T license, 
permit, or franchise g·ranted to anJ' public 11tilit~.,. by the 

1 tate or any political sub-cli,,.isio11 thereof, subsequent to 
► 1 eptember 1, 1 73, or ,vhicl1 ma)T hereafter be granted, 
l1all have the effect of a11 incletern1i11ate permit; that 

nothing co11tainecl i11 an),. Sll'Ch fra11chise, permit, or agree
ment shall pre,·ent the co11struction or operation of a . 
similar 11tilit)T in the same municipalit)T whe11e·rer the 
commission, upon petition of the m11nicipality and after 
l1earing, shall determi11e that such second utilit~,. is rea
sonably necessar3" for the public cony·enie11re; ancl that, 
not,vith tanding the ter1n of any such fra11cl1ise, pern1it 
or agreen1ent, any m1111icipalit)T ma)T, at a11y· time, pur
chase any utilit)T b}.,. compulsor~ ... proces as hereinafter 
set fortl1. Any compan)T " ,.hose franchise anteclates Sep
tember 1, 1 73, shoulcl be permitted to s11rrender ,vhat
e,,.er ri~hts it may possess under s11cl1 francl1ise in 
excl1a11ge for a11 i11cletermi11ate permit as hereinbefore 

describecl. 

l\IUNICIP AL PLANTS 

1f unicipalities sho11lcl have power to construct, ac
q11ire a11cl operate street rail\\·a),.S, gas, electric, ancl water 
,vorks, ferrie , briclg·es, markets, ele·vators, ,varehouses, 
colcl storage 11011 es, co111mercial heating ancl refriger
ating plants, a11cl pos ibl}· otl1er urban utilities. This 
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list is much long·er than the present la,,Ts of this State 
allow; but all the enterprises mentioned have been suc
cessfully managed by European cities, and experiments 
in municipal operation, under proper safeg11ards, oug·ht 
to be enco11rag·ed.330 To this end the constitutional debt 
limit should be so amended as not to apply· to any o blig·a
tion secured only by lien ag·ainst revenue-producing 
municipal property. Debts of this character impose no 
additional burden upon taxpayers and create no charge 
upon the ordinar;y revenues of the city, so that the rea
sons which support a statutory debt limit are inapplicable 
thereto. The present sinking f11nd requirements, also, 
appear to be unwise. I f upkeep and deprecjation are 
properly providecl for a public utility is a permanent 
investment. To require that the capital so invested shall 
be amortized within twenty or twenty-five years is to 
burden one generation of consumers for the benefit of the 
next. I t seems more just to fix rates at a point no higher 
than will suffice, after paying· operating expenses, interest 
upon the investment, and taxes foreg·one because of pub
lic ownership, to keep the orig·inal capital unimpaired. 

The present provisions for the condemnation, by a 
municipality, of a privately owned utility are defective in 
two respects. First, the rig·ht of condemnation can be 
exercised only when a franchise has expired or been sur
r endered. Secondly, the court of condemnation possesses 
no special :fitness for the making of appraisals and is 
hampered b;y the technical procedure of an ordinary court 
of law. Condemnation proceedings are, in fact, of the 
nature of litig·ation and subject to the same delay, ex
pense, and u11certainty. It will cost Des l\1oines not less 
than $15,000 to present its case for the acquisition of the 
local ,Yater works - and this, too, after the value of the 
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plant l1acl already been ascertai11ecl by a master i11 
cl1a11cer)· at a cost to the city· of $1-:1:,000. This insta11ce i 
an excelle11t argume11t for maki11g· the commissio11 's ,Tal
uatio11 's co11clu iv·e, as l1erei11before proposecl. 

I nstead of this clum y ancl inadequate methocl, the 
'' i11determinate permit'' clau e, abo,Te et forth, reql1ires 
a 11tilit}· to sell, ,Yhe11e,Tcr tl1e ml111icipality Y{i he to bu)·, 
its property ll eel and usefl1l for the p11blic ser,,ice, tl1e 
price bei11g cletermi11ecl in the e,Tent of clisagreement l)}. 

the commission's appraisal. Ko municipality mas· e11ter 
into competitio11 ,,,ith an existi11g utility· unless the co111-
missio11 shall fincl that such competition is reaso11ably 
necessary to the public oon,·enie11ce; bl1t no city is re
quir ec.1 to purchase a11)· pro1Jerty not act11a]ly useful for 
the public service. The pri11ciples of valuation for m11nic
ipal i:>urchase are, of course, the same as for rate-making; 
no allo,Yance sl1ould be permitted for '' goocl ,Yill' ', for 
capitalizecl monopoly earnings, or for any franchise, ex
cept the compe11satio11 actuall3r paid therefor to the 

municipality. 
Bo11cls iss11ed for the acquisition, constructio11, or 

equipment of municipal 11tilities shoulcl require the com
mi sion 's appro,Tal, ancl the commis ion shoulcl ha,Te 
po,Yer to clisallo,v, or to recl11ce the amo1111t, or modify 
tl1e terms of sucl1 boncls; but the present rigicl limits upon 
intere t rate and period to run sho11ld be repealccl. I n
terest rates vary from time to time as well as fro111 place 
to place, and it usually is cheaper to pay a some,vhat 
higher rate than to sell bonds at a heavy discount. The 
r estriction of bonds to a twenty-year pcriocl 331 is of a 
piece ,vitl1 the sinking funcl polic)·. Long-term bo11cls i11-
,,.aria l)ly· com1nancl a l1igher 1)rice, or, \Yl1at comes to tl1e 
san1e thing·, a lo,,er interest rate i11 the marlret. l1ort-
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tcr111 c1ebe11tur e l1oulcl be r e orted to, b>T a p11blic bocl), 
011ly· i11 period of abnormally· l1igh i11terc. t. 

1I t1nicipal pla11t hot1ld be t1bjcct to tl1e con1111i~ 
ion' juri clictio11 \\Titl1 re pcct to acco1111t , rate , and 
er,Tice to t11e ame exte11t a pri,Tately· 0"·11ec1 11tilitic . 

... \.. pl1blic u11clcrtaking:, t o be ure, l1as 11ot tl1c arne 111oti,Tc 
a a pri,Tate monopol)· to exploit it patron . B11t ther e 
i con iclcrable clang·er that pri,Tate con un1er~ 111as· he 
co1npcllecl to pa}T for erYice f11r11i heel g·rati to the cit)T 
or, on the contrar)·, that r ates n1a)· be n1ade o lo,,· a to 
not pro,·icle for i11tere t, upkeep, a11cl depreciation. '''i -
co11 i11' experience ho,v t l1at 11111nicipal utilitie arc 
likel)· to cli criminatc a bet,vClen different cla e of l)l'i
,·ate co11 11mer ; a11cl c,Tcn persona] di. cri111ination 111a) be 
bro11p:ht aho11t b}· political influence or other,, i. e. ~ 1er
·vicc, al o, i. s11rc to be in1pro,·ed by ~ tate inspection and 
the r equire111ent of statio11 record . T he 11Clecl of ~ 1 tat c 
uper,·i io11 o,Ter m1111icipal accounts l1as been 11fficiently 

e111pl1a ized i11 another co11nection. 

PO"'ERS OF i1UNICIPALITIES 

E,Tcr}· municipalit>· houlcl ]1a,·c po,Yer (1) to detPr
mine by franchise, contr act, or dinance, or other"·i e t11c 
term ancl conditions 11pon ,Yhich an)· 11tilit3 111a)· occ11p:v 
it t r ect , alle)r , and otl1er p11blic places ; ( :2) to cxcrci t> 

conti1111ing· police co11trol oYer J)olr , ,,·irrc;,, conduit,, 
track , and otl1er truct11re in, 11nder, oYer, or along u~h 
l1ig·h,,·ay or p11hlic place , and oYcr all car or other 
,-ehicle OJ)eratecl thereon; and ( :3) to require addition 
to l)la11t or eq11ip111ent or extenc.;ion into 11c,Y tcrritor ~·
To l)re,·ent inj11, tice a11 a1)J)eal houlcl lit• to the co1111ni -
ion ,, hich l1011ld he e1111)0,,·ere<1 to et a ic1c any· orcli

na11cc. contract, or franchi r ,Yl1icl1 it n1ight fin,l to he 

• 



nnreh,onahlc-. unlcl\Vfnl. or prejudicial to the public intPr
"~t; hut no utility ,l1onld he })<•r111itt<·cl to oC'Cllll~" th· 
hi•,.h\,·a~y~ of. or operate• ,Yithin, any n1nnici1><llit~ ,vitl1out 
fir~t ol,taining- tlH· con~eut of tl1c• ·it~T council and of a 
111a,iority of th<' qualificcl <'l •c-tor · ,·otin~ thereon. 

COU HT Hl~VJE\V 

lt i, clP,irahlP to co11fine a1111Pals fro1n tl1e connni. ion 
to tlH· court~ ,,·it hi1 ,01nc,vhat 1tar1\1,v liu1it-.,, 11nt alone to 
~aYe litb.i:atio11 hnt to n1al~e th<' int 1 1Hle1l regulation (•f
fcctiv0.. ~\" ,,·n~ 11oi11t •11 out in th0 tl1ird --ertiou of thi 
pa11er, an achnini,trati,·c• hoard ro1 ,t1tutecl lik • the Hail
roail 101n1ni, ... iou of \\· i,et1nsi11 i-- lnr li('ttPr Httc1l than 
a11y court i11 th<· land to }Hl"'-'- n1H111 th<~ rea..,011ahle11e:-, of 
rate•,, thP a<lPqna ·~· of ser,·ice, or thP nee •::,~ity· of adcli
tional ::,lock, or honds. 'l'he con1111i ..... sio11 is n1ore expert 
in ~nch 1natt(•r, than an,· eo11rt ca11 PVl'l' h(•<·on1e ~ it ha::--

• 
n1uch a1nplt•r an,l 1nort• trnst,\•o rtli:' ~onrep-., of i11forn1a-
lion; it i, <•quall~' judiciou~; n111l it is nllhn1111><•l'P(l h~· tlint 
teeh11icalit, ,vl1ich ha, p\•Pr liPPll the n1otl1Pr of the la,,· 
flela~ '-. ..! 11 her<' i, no n1Prit in the ..,11t?.·gP'->tiu11 that ti,<' 
fi11al 1letPr1ninatio11 of sn(·h q11Pstio11 \,~.,, a11 ad111i11i~tra
tiYP hoard ,voul<l h<' an arbitrary exerci-..< of t)o\Y<•r. 
1'-,inal cl(•ci,ion 111u'-t lie ,·c·~t<·•l ~0111e,vhPre, a11tl 1nav· v •r,· • • 

pro1iPrlv hP <•ntru tC'il to th(• tribunal ,vhi<·h i best fitt<'<l 

to ex<'r<·i,c• it. 
l dPall:. then, the co1nn1i io11 ·" fin1li11g, honld lH· final 

as to facts , i11clndi11g- <'V('ll nlti1natc conC'lu-..io11~ of fa<'t. 
a11,l hould 1,p reviP\\'a lil<· 0111~,. on thP ~ro11nd" tl1at tl1e 
co1u111i ....... ion ha::-- L'XC<'<'dP<l its anthorit,·, or that it ha~ not • 

pr oceed<'d i11 ac•cordanc•e ,vit h b1,v. l~f~a:::-on a11<l ana lop:y 
"-llPl>ort such a li1nitatio11 ot' judicial re,·ie,v. 'l'he fi111l
i11g of State civil ',l'l'Yice co1111ni, ... ion 333 ancl ol' the 
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Federal Land Office 33
,1 l1a ve been gi ,,e11 all the fi11ality 

that i l1crc sng·g·e ted. Tl1e I1nmigratio11 ommi sioner, 
under tJ1c alien exclt1 io11 act , is autl1orizccl to cletermine 
claim of citize11 l1ip, and hi determination i 11ot subject 
to court r evie,Y. 33:. Tl1e findi11g· of a n1eclical in pector 
ll1a t a11 alie11 im111igrant i afflicted ,\·itl1 a loa tl1 ome or 
co11tag·iou di ea e i co11cl11 iYe of the fact, a11d admi11i -
trati,·e officer ma)' tl1ereu1)011 procPecl to clcport uch 
alien ancl to collect a n1011c)T penalt~T fro1n the l1ip ,vhich 
bro11g·l1t l1im, \\·itl1011t i11Yoki11g· judicial proce _'la,; The 
cleci 'io11 of tl1e u1)eri11tende11t of Public In tructio11 i , 
i11 I o,va, final a to q11e tion of fact pro1)erl~· before 
l1i111. :i37 

There i notl1ing· i11 princit)lc to clistingni 11 the qua i
juclicial f1111ctio11s exerci eel by aclmini tra ti,·e officer in 
tl1ese caE,e fro111 tl1e fn11ctio11 of ratc-111ak:i11g·. Tl1e q11e -
tio11 to be l)a eel 111)011 arc sub tantiall~· imilar. The 
r ea 011ablC?11e of a g·i,·cn rate, or scl1ecl11le of rate , i 
11ece saril,r a concl11 io11 of fact dra,v11 fro111 a ma of 

• 

i11ter-r C?latccl fact . "\\rhctl1er a certai11 indiYidnal ,va 
entitled to a g·i,·e11 n1ark i11 a11 examination, ,vl1ctl1er a 
certai11 i111111ig·ra11t ,va at a given date 11fferi11g· fron1 a 
!)articular di ea e, ,,·l1etl1cr public co11,·cnic11ce require 
a school ho11 e to be r e-locate(l are lilce,,·i c co11cl11 io11 , 
clra,,·11 fro111 111orc or le i11tricate facts . If 0111e of tl1c c 
quo tions arc acln1i11i trati,·c i11 character, o arc tl1e otl1-
crs. 338 If rig·ht of traYcl a11d re ide11cc 111a)· afel}T be 
cletermiuecl bv· acl111ini trati,re trib11nal, o 111:x,· tl1e rate . . 
and .. crYice of public 11tilities. 

Tl1c cot1rts i11 tl1e lT nited ta t o a re co111mitte<.l, ho,,T_ 
e,~cr, to the doctri11e of jt1dicial control o-ver ratc-111alci11 °·. 
It is 11ot po sible, therefore, to n1akc tl1e dcci io11 of a11 
acl111inistrati,1 e bocl,· co11cl11siYc a to tl1e rea 011able11e 

• 

.. 



1-11 

of ratP or of or1lf'r, aff<'cti11!.!.' pro11Prty right . _:1
3o rl'hc 

ut1no:::t that cau h<· done i to liedg · a\H)llt ju,licial r<•,~iP,v 
u1,on tlu""l,(' n1attPr:::- ,vith uch .... afpguard-., a::, ,vill --er,·<· to 
1nc1k0. the• 1,nblic . Prvic·c• con11111 .... -.,1011 : 0111 Ptltinu: 1no1 e tl1a11 
a1 ad,•isorv l101lv. rl'hPl'(' is llO <lonht that cl ~tatc HHl\ 

• • • 

to th<· PXt<'nt 1><•r11uttP1l h~T it: 1011 titution li111it the juri -
di1•tio11 of it.._ o,vn eonrt...,; and it a111, •hr-., to hL· -.,pttled that 
" ·11<•11 a li111itP<l jn1lic·ial l'P\ i<',,T i l' •1·1n1tt<·tl h~ th<· la,,·:-
of th<· State parties ,,·ill hP req11ire1l to exl1anst thPir 
re111e1li<' tl1ert1 before a111,l~Tin!.!.' to th<• l•

1

e1lcral eo11rts.:i
t h 

, 10111e of the 111ost effe<'tive 1p-.,{rai1 t .... in1110 ed npou 
j11dicial rP,1 ie,v in othe1 ~tatP-., art> 11111,racti<'alile i11 lo,,·a . 
• I udic·ia l f1111 ct ion:s can 11ot ll<'re 1,e Vl'...,t<·d i11 an adn1 i11 i ~-

• 
trati, e bo<lY, a has he<•n <lo11P in (>klalto111a ,111d 

1

ali-
• 

fornia .... inc<' ri 11·id s(-'}>aratio11 of 110,verc:: i<-- (111for<'e1l lr,T • n . 

th<' Stat<' 1011 ~titutio11.3 4 1 Il ene· rl:.,rie,Y <'an not l>P l1ac1 
liy a1>J>Pal. <·ertiorari, or ,Yrit oft rrur. :-.or ca1 rn,l..., b<' 
C'arried direct l~ fron1 t lie co111111i .... ...,1011 to th< S111>1 e;111e 
( 'onrt, tlioug·h that \Vou1cl lie a !!·rent gain i11 tinH' an,l <'~-

11ens<', sine<' thnt <·onrt has a1)pellat e jurisdiction 0111 .... 
11

~ 

I>crha11::-- it ,,Tonld lie 111ost ex1Jedient to PlUt<'t tl1at any· 

l
Ja rt v a ,n, riev('1 l hY n11 order of tlH') co1111ni,::--io11 111,rv . -,-, . . ' 
,,·itl1iu thi1 t,r c1a,· after the r<•ndition th .. rl•of, c·o1111neuc1') . . 
a nit i11 c•qnity. i11 the l)i~trict ( 1011rt of Polh. (

1

on11t:, 
against tlH' co1n1ni----ion as 1lPl'enda11t. to c::pt ac;..,ide c;.ucl1 
or1lcr on thP !.!,'ron111l that th<' --a1ne i:-- 1111la,vful. or nn
r<•aso11al1le, or,, H"' ohtai1H•1l h)1 frn n,l, or ,vns ,vitl1ont tl1c 
juri--diction of th<- co1111ni<......,io11; a111l that, cxce1Jt a s nhoYe 
provided, 110 ordPr or c1Pei,iou or th<' con1111ission :11n111Je 
q1H•stion<'d in nn~r C'onrt ol' tl1i<... Stnte. rl'l1<1 recor,1 ccrti
f1Pil hY thP co1nn1i..., io1 ,holtld b0. t11e :::-ole p,•i,lc11cc nd-

• 1ni .... ,il1l<' (exc0.1lt a-- to th" all ,gation uf fraud ) in an~· ~ucl1 
action to YaC'ate an or<l11r of t11P con11ni:::, :::,io11, l111t un)r 
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part)' ha,·i11g· ne"· e,·idence to pre ent should be granted 
a rehearing· a of rigl1t b)T the commission. 

The commi io11' fi11cli11g· as to the vall1e of property 
fle,·otecl to the J)ublic er,,.ice houl(l be final; and no court 
of tl1c .._ 

1

tate ._ l1oulcl ha,,.e juri cliction, bJ' mandamus or 
other,Yise, to compel the commi io11 to g·rant an~,. cer
tificate that public co11,,.enie11ce a11cl nece ity require a 
. econd u ti]it~,. i11 competitio11 "ri'"ith 011e alrea(l~,. in exi t
ence, or to al)J)rove a11y· propo ed i lle of tocks or 
bond b)· a J)uhlic erYice compa11)'", or an)· tran ference 
of the francl1i e or other })ropert)· of an)'" t1tilit:'", or to 
con ent to tl1e ter1n of an)' francl1ii:,e gra11tecl by a11~,. 
n1 u11ici pali t)· . 

• \})peal ,Youlcl, of cour e, lie frorn tl1e Di trict to the 
~ 

1

upren1e ourt a i11 otl1er ci,,.il ca e . To a,,.oicl clelay, 
action. brought ag·ai11 t tl1e commis ior1 l1ol1lcl be ~i,·e11 
precedence o,,.er all otl1er ci,il ca e ,Yithol1t reg·arcl to 
})Osition 011 tl1e calendar. 

rro pre, e11t dilator)· appeals it sl1oulcl be provicled 
t l1a t 110 order of the co1111ni io11 i:,hall be 11 pended, by 
i11junctio11 or other,Yi e, except after 11otice to tl1e com-
1ni io11, hearing·, a11cl a s1)ecific finding· b~· the court tl1at 
great ancl irreparable dan1ag·e ,vol1ld e11 ue fror11 the e11-
forcen1ent of tl1e order. Ko order co11tinuing- rate al
read)· in force hol1lcl be u l)encled at all 11or a11:'" order 
r educing· rate ,,·ithout a uper edeas bond to refl1nd the 
cliff ere11ce bet,Yee11 tl1e charg·e collected pending final de
termination a11cl the rate or(lerecl b,· the co1111ni' io11, if 

• 

the a1ne hall be fi11all)· u tained; a11d the a ppella11t 
cornpau~~ should be reqnirec.l to keep accol111t 110,,'"ing· 
the an1onnt of ucl1 exce cl1ar2;e auc.l tl1e 11a111e a11d ad
d re , es of the l)er on to ,Yho111 tl1e amc 111a~,. become 
refundable. 

J 



'GRBA UTILITIES IJ. row A 143 

SUPPORT OF THE CO1'1l\1ISSION 

The enactme11t of rig·orous restrictions upon public 
service compa11ies ancl the vesting· of broacl powers in a 
l)ublic service co1nmission ,vill avail little 11nless an1ple 
1)ro,.,isio11 is macle for carrying this legislation into effect. 
Pe11n~t-wi e economy· has been the bane of go·vernme11tal 
regulation in this country - ancl particularly i11 this 
State. The factory la,Ys of Io"ra never ha·ve been proper
ly enforced for want of an aclequate inspectio11al staff. 
The stock a11d bond act of 1907 has remained nugatory 
for lack of administrative machinery. The State super
vision of m11nicipal accounts is farcical for the same 
reason. The Board of Railroad Commissioners has been 

• 
less effective than could be ,vished beca1,1se it has been 
accordecl only· a begg·arly $:25,000 a 1.,ear. There is g·ra,.,e 
cla11ger that the same mi take ,Yill be made, as it has bee11 
n1acle b}T a number of tates, in setti11g up a public ser-vice 

. . 
comm1ss1on. 

Public utility regulation iR a scientific matter, calling 
for a higher cleg·ree ancl a greater mass of expert knowl
eclge tha11 the people of Io,Ya hitherto have recognized.

343 

Three commissioners ,vithout special training· and ,vith 
the assi tance onl)r of a fe"T orcli11ary· clerks and ste11og
raphers can 11ot cope intelligently "rith tl1e complex prob
lems of ·valuation, accou11ting·, rate-1nalcing, and service 
standards. If the reg·ulation is to be effective, the com
mission must be composed of hig·h grade men, able to 
comma11cl $5,000 a }Tear in private callings; and it m11st be 
pro,ricled ,n.th a staff of rate experts, accountants, statis
ticians, and eng·ineers at least eq11al to the staff of a11y 
public ser,-rice company· in the State. An annual appro
priation of $100,000 is the mi11im1,1m that should be made 
for its upport. 
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To omc tl1i may· eem a larg·e amount of money to 
l)lace in tl1c l1a11ds of a11 ac1mi11istrative boc13.... Yet it is a 
le amol111t tha11 tl1e Des 1\I oi11es Gas Company spe11t on 
a i11g·le la,y ·uit, a11c1 it is mall in compari on \Yith the 
),.earl~y um c1e,Totec1 by· the public service compa11ies of 
Io,Ya to tl1cir g·o,Ternmental relation hips. It must be re
me1nbered that the tatc has a larg·er take in public 
utilitie tl1an ha a113,. private corporation. The cost of 
effecti,Te u1)er,ri ion ,,~11 be at mo t bl1t a ,,.ery mall 
1)erce11tag·e of ,,That the people pay for utility· ser,~ce . 
E\·en the ,,.er3r expe11 i,,.e Pl1blic er,,.ice Com1nissio11 for 
the First District of N e,v York coulcl be upportccl by a 
tax of t,ve11ty-eig·ht cent on the hu11drec1 dollars of light
ing· a11d local transportatio11 receipt .344 uch an expend
itl1re l1ol1lcl be saved ma113T time o,Ter b3,. the reg·ulation 
of public l1tilities in the i11terest of the whole people. A 
redl1ctio11 of ten per cent i11 the p r ice of g·as \rould say·e 
$30,000 a11nl1all3r to the resident of Des iioines alone. 

tandarc1izatio11 of artificial g·as throug·l1ol1t the tate 
,,·ol1lc1 probabl:v result in a a,Ti11g to tl1e con l1mer of g·as 
throug·hout Io,,,.a that \\,.ould more than offset the e11tire 
co t of the commission. 

F1111c1s for tl1e commi ion's maintena11ce can readilv 
• 

be securecl, a11d that " ,.ithout burde11i11g· a11y existing 
ource of re·vc11ue. It is onl3,. nece sary to impose a fee, 

a in ,Vi co11sin, 345 of 011e clollar for each tl1ou a11d clol
lars, par value, of stocks and bonds approved by the 
commi sion. uch a tax ,,,.011ld " ,.ork 110 hardsl1ip, ince 
tl1e com1nissio11 's appro, ... al ,, ... oulcl adcl more tha11 the 
a11101111t of the fee to the 111arket , ,.all1e of the secl1rities so 
a Pl)ro,·ec1. Of co11rsc, all fee should be paid directly 
i11to the ta te treasury a11d the com1nission' s11pport be 
1uaclc ,vholly i11depende11t of the amol1nt of fees collected. 



The 1Jop:P) of lH1ter11ali--111 lta" oftPn cn1fficr<l to fright 
\11 lPgi-,laturl's fron1 n1ca1...11r<'-.. that ,vPr<'. ociall, ,, isP an<l • 

11ec(_).., ... ary. Thi ancie11t ...,careero,v, on 1nore tl1an 011c 
occa~ion, l1a-., <lo1H' y0on1a11 "L'l'\ iet> i11 Io,,•a. I~nt, ltaJ>J>ily, 
its u-,pfnlne--s is \Y •11-nit?.·h nt au ('}Hl. rrhonp:htfnl lll<'ll 

110,va<la, s ro1tCPl'll th<•n1-..pl, es hnt littl<> ,vith ah..,t ract doe-
• 

tri11e-- of govcr11111c11t . 'l,hPir q11Pri ,.._ a r<' ,, hat i" the 
,vork to 1H· done. and ,vhat in~trn111Pnt i, hP t fitted to do 
it. \\.,.hl' th<•r that in~trn111c•nt h • 11ri, atl· <>Ht Pl'}>I i-..<' or 
11nhlic authority, tl1C' local. Htat P, or F.,t'<le1al go,0111111e11t, 

n1attpr:-; 11ot at all JH'oYi<lccl th<' <'1Hl in YlP\\ 1s attain<'<l. 
It so lu11111P11~ thilt circn1nstanc<•-.. jn~t 110,v eall for an 
increa-..<' of g0Vl•rnn1<'11tal acti,·it~, and thi-.. linl' of gro,,.,. th 
11ron1i-..p-.. to ('Olltinne for· a ~e11erat ion to CO}I\C. r:rhP 
n·rpat era of <·01ll}H1 titio11 i::; 11a. t. ~I ore a11<l llll>l'<' 111onop
ol~· <lo1ni11ate 1lH· iiclcl of ca1>itali"ti<' inclu"tr,T l Tnl<'~S 
t he· PConon1ie~ of 11101ll>}H'ly· arc• to hP for<'gnnc• or it-.. ac1-
vanta!?.·c>1... are to inHrc• :-,oh·l~T to the n101101>oli:::-t,, J>n1>lic 
::sl1per, 1~10H 1nu~t lie extc•ncl cd to 1nany 1n1::-,ill«'::s::se::-, liith •rto 
1lee1ncd 1,ri,·at<). · 1'hosP , 'tat<· ,vhi<'h l<·acl tlll· ,,·av i11 
regulati11g· i11cl11 1rH'"- alrP,l<l~· rPcoffniz<'<l as qnnc::.11>nhlic 
in charac·tPr arc> <'l«'h1i11g- tl1e 1uachiner,T an,1 ac•<·Hn1ulat-• 

inu: th<' kno,vleclgc> that ,vill bP rcqui rP«J to co1> <'fft><·tu-
ally ,,·ith tbc• lar~er 1>rolilc111s of ton1orro,v. 

1

outrary
\Yi::sP, tho:,> ( 101n111on,,·calths ,vhi<'h cli11u, to tltc> out-\\'ol"ll 
l)olicy of loi ::! ( z Jaire. ,vill prPc..(•11tly lin<l tl1<•111 sPlVL'S at 
gra,•p «1i~acl,·n11tngP ,vheu callPd 111H>n to con trol 1nonOJ)-

ol,T in an H!.!.'t::ravatecl t'or111 . 
I o,va 's lc•g-i,lators :::-houlcl lH• al,le to 1><1 ::,:::- a lH•tter • 

1,111,lic utilitil'~ l.1,v than a11y hitherto puact<•cl. 1'hc•\' l1ave 
hefure thc•111 th<' PX})<•riP11ce ancl <'X})Cr1111P11tation of 11C'ar
ly a ·corP of ~tate::s. rl'hcy nr<' }ps hau11>erPd li, YC'(.;t P<1 
alJnS<' au<l l<' -.. b ':set hy cor1>oratc• influence 1han ,vc>r c the 
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leg·i latures of the older and richer Commonwealths. It 
is especially to be hoped, therefore, that they "rill avoid 
the mistakes and weakne es of existing· statutes and will 
lay broad and deep the fot1nc1ations of public utility 
reg·ulation. 

I 
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1'hc Quarttrly Juur1tal of Economic.~, Yol :XII. pp 209-224 . 
• 

:; :-ice Roh bins 's l'ubltc Uw,11 r.,hip rt r,u, Publ1t l ontrol in 1·1ic .A nwr

ica11 Ju er ,o or :::,r:, ology, Vol. X. pp. 7 i- 13. 

6 J."uurtc, 11th .11111ual Jtepurt of the United State., Com111i1,.,io11er of L11bor, 

1 fl9. 
, I<'ourtc, 11th .:11111ual Ji, port nf the United Stolts Cnmmi1,s10111 r of Labor. 

1 !19. 

1> Corn pan' Cly•~ J'ru~b and Jll 011opoli1.s. Ch. f\.T, Bcn1is 's JJ 1u1 ,ci['ol 

1lr>1io11oltc:,, Prefac1•; Bullock's Tru::,d Lit< ratur, 111 J he, (lw1rt, rly .Tour11al 

of Economics. \"ol. ::S:V. pp. 167-217. 

!t Profcs,or .John II. <:ray. ,u1111narizi11g the cxp1•riPt1C(' of Boston, a~s: 

'' The direct fruit [of c111np1•titio11' \\a:s ah,ays the s:uuc,- o,er-iu,e,tincnt 
a1 ,l a rate war, follo,,e,l b) (un, ,hllation and 1111rl'gulated 1nonopoly, with 
rates uin1nlly s11tlicie11t to pay l, 1,lPnd not only on the unuecc-.,arily large 
i1nest1111•nt, but al,o on tht' watcn•d sto1 k otcn,ionc<l hy tl11• c11nsoli11:1tin11. 
The 1n1lirect outcornP o1 -..uch l'Outcsts \\as ge111•r:1lly a hittl'r hostility Ill•· 
t,,cen tl11• corporations an<l tho,,• \\ho111 they c:erYl'd.''- 1.'lu (;a Commt:,.-,1011 

of )1 a, acJ111~1..tt<; in T/11 (/uorlcrly .!011111111 of }:1•0110111ics. \~ol. XIY, pp. 

509. '.ilO 
1 ~ for 1•.xa1npit.', the history of '• Uas' · Addick, ·.._ iuva,ion of Jioston 

in 11,, l/w1rtt rly .!011r1111l of E.'1•01111mi,·s. Yo!. XII. pp 41B-t4G; \'ol. XII(. 
pp. 1.'>-11. 29~-31:l: nn,l thP ron1antie story of thl' '\c"· E11glan<1 c-lus a111l 
Coke ('111npany iu 'l'/t, </ iwrtcrly ,lu11r11al o/ Eeo11vm11:;, \'ol XI\', pp. ~'i-

1~0. 
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11 For illustrations sc>c Gray's 1'hr 6a., Sil] ply of Boston in The Quar
t< rly .!ottr11al of J;co11omics, \ 1ol. XII, pp. 419 -!4G; \rol. XII I, pp. 15-44, 
2~12 31:1: \ 101. XIV, pp. 7-120; \Yright 's Development of Tra11.,it Control in 
,\cu· r 1r) City in 1'/ir. ~11,nals of th< A mcrica11 1cadcmy of Politi<"ol and 

Social , , enc,. , .. ol. XX.XI, pp. 552-575; ~Iyers's Hfatory of Public Fra11-
cli1.,t ~ 1 1 .\ lw Yori.:: City in illunicipal 1.l/lairs, \ 101. I\'", pp. 71-206: \Vilcox \; 
JI 11111ciz1al Fra 11clt i~cR. 

12 /11 re La Crosse Gas an1] gJectric < ompany, \\'isconsin Railroad 
I '0111111i-;sion Reports 13 -241; corn pare City of Beloit v.~. Beloit °W'ltf»·, Gas, 
and gJl•ctric l'o111pauy, 7 \Vh,cousin R·tilroail <'onunission Reports J ~ 300. 

1s 1-'or details sC'e Gray's The Ga., 01vly of Boston in 1'/ie Quarterly 
,lo11r11nl of Bro110111ics, \ 101 XII. pp. 419 446. 

1 ~, e C:rny '!-i The Ga., 11pply of Bo~to11 in 1'1ie Quartcrlv .Tour11al of 
J~,·o :JIii , .~. Vol. XI\', pp. , 1...'.0. 

"'l'<' for exarnple. Bentis 's ,lf1111ic pr .11011opolie...~. passi111, especially Ch. 
VI I , \\ ilcox 's 1'hc Co11trol of l'ublr, ,_ icti Corvo 1 • .~ Detroit in 

/'he .h111al~ of th<1 .l111crican .lead 11 1 , Political a11 l o a tllCC, \rol. 
X.XXT, pp. /i7G-59~; \Vol ff 's Publc , icu Corporat1 , .\r:: Orlea11.~ in 
Th, .lnnal, of tho . l llllrtca11 ~Lcade 11 1 cf Political an 1 o or nee, ·voJ. 
XXXI, pp. G30-G3 ; Jiotchkbs s :JI e Pha~c.~ of Chi IJl 's Trc• .,p on 
Prr l>l1 111 in 'l'/11 ~11111al~ of the • I 11 , ca 11 . ..I cademy of Political a11<1 , al 

, 11, 1 • Yo!. X XX r, pp. G Hl G29: Lr.\\ is 's Ph 1lad(.;l1>h ia ·., R lat io11 t R • pid 
1 a,., ( G mpa11y in Thi: .11111als of the .l 11, r ,111 .lcaclemy of Political a1Hl 
• o, < l , , 11C< • Vol. .X XX I. pp. G00-G 11 , '\ et nah t "· \\'iscousin 'fraction. 

L1,;ht, IT at and Po\\l'r Co1npnny, (i \Visct.ns1n Railroa11 Com111ission Reports 
:uis-102; and 7 \Visconsin Railroad Co1111nission Reports 231 4:! 1; \,in<l,or 

rs. City of Des )[oincs, 110 Io"a li5, 177, (1900); Rntler's tet Railtcay 
I'rnlJ/t III i11 Jlil1cat11,ct in Jl1111icipal .A'/l.air.,. , .. ol. I\\ pp. :!l~ 21 . 

10 On the prinl·iph's of 111011opoly prie~. :--C'e g1y·s JI011opolie.s a11d Tru,ts, 
pp. !Hi 110, ~larshnll 's Pri11riplt.- of 1;co11omic~ ( Fifth Edition). Book \T, 
CJ1aptC1r '. [ \r: <'011r11ot 's R, cht rclll~ sur los Pr'11c1pes ~ft1tl1emati111us de la 

l'h<Ol'lt de~ INchc.~sts, Chapt0r \ , Brown's Comp,titit·a a 1<' l1 >IIOpoli,~tic 
l'ricu ,lfaki11u in J'ho Quarterlp .lo11r11al of Eco110111ics, ,Tol ~XII. pp. 6:!G-
1i:i 9. 

11 SC'l' Bl•mis 's ,ll1111icipal .lfo11opolics. pp. 51:!-51G. 

11, Jio,,e's '!'Ill City: 1'/ia Ilopt of l)t11101•ra1'1/, p. 65. 

10 \\,1lklr's f:>tat, R111ulatio11 of 1'11bl c tr <t Corl1orat1011" i11 tht City 
of..,\', l v,J.. a pn111phlC't 1ssnc1l by the Pubh1:- en icl' C'onnuission for the 
Fir~t D1st1Jct cf "\e\\ York 8tnt<', p. 13. 
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20 Bemis 's Municipal Mo11opol1es, Ch. VII; Rowe's The Posstbilittes and 
Li1n1tat1ons of Municipal Control in Corporations and Pttblic Welfare, :May, 

1900. 
21 For exan1ple see .Jackson's Report to the Massachusetts Highway Coin

mission 01t Teltphonc Rates for the Bosto,i and Suburban District, a pamph• 
let issued by the :Massachusetts Highway Commission, 1910; City of Beloit 
vs. Beloit Water, Gas and Electric Company, 7 Wisconsin Railroad Commis

sion Reports 187-3 7, at 347, 379, (1911). 

'!2 See Erickson's Regulation of Public Utilities, Part III- Govenunent 
Regulation of Securtty Issues of Public Utility Corporations, a pa1npblet 
issued by the Railroad Com.mission of Wisconsin, 1911. 

:?3 :Meade's Trust Finance, pp. 295, ff. 

2-1 Wilcox vs. Consolidated Gas Company, 212 United States 19, 44, 
(1909); 1fonongahela Xangation Company vs. Uruted States, 148 United 
States 312, (1 93); Montgomery• County vs. Schuylkill Bridge Company, 
110 Pennsyhania State 54, (1 5); Town of Bristol vs. Bristol and Warren 
Water" orks, 23 Rhode Island 27 4, ( 1901) ; In re 11onongahela Water Com

pany, 223 Pennsyh·ania State 323, (1909). 

2;; Wilcox ts. Consolidated Gas Company, 212 United States 19, (1909); 
Reagan 1:s. Farmers' Loan and Trust Company, 154 United States 362, 410, 
(1894); Des 1.loines ,Yater Company vs. City of Des :Moines, 192 Federal 

Reporter 193, 197, (1911). 

20 Forcl 's Yaluatton of Intangible Street Railway Property in The .An-
11als of the .Aniencan Acaderny of Political and Social Science, Vol. 

XXXVII, pp. 119, 127. 

21 Wright's Develop1nent of Traction Control in New York City in The 
.annals of the ..d. mencan ..d.cadeniy of Political and Social Science, Vol. 

XXXI, pp. 552, 565. 
2s Wilcox vs. Consolidated Gas Company, 212 United States 19, 44, 47, 

(1909). 
20 See Investors' Manual of The Chicago Economist, July 15, 1912. 

JO For a somewhat different Yie,v of the promoter's work see :Meade's 
Corporation Finance, Ch. I. The statement in the text is not intended to 
belittle the business, as distinguished from the industrial, functions of the 
pron1oter. 'l\o doubt there are legitimate, in the sense of socially necessary, 
costs of promotion, which ought to be allowed for as '' going value''. But 
it is easy to exaggerate the (social) value of the promoter's ser,ices in the 

public utility field. 
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3 1 Compare Veblen's The Theory of Business Enterprise, Ch. VI. 

3 2 Ripley's The Capitalization of Public Service Corporations jn l'he 
Quarterly Journal of Econoniics, \'"ol. XV, pp. 106, 113. 

33 Robbins 's Public Ownership Versus Public Control in The American 
Journal of Sociology, ,.,,ol. X, pp. 7 7, 794. 

3 1 Lewis's Pluladelphia 's Relation to Rap1d Transit Company in The 
Annals of the A1nencan Academy of Political and Social Science, Vol. 
XXXI, pp. 600-611. 

3;; \\'"right 's Developrnent of Transit Control in New York City in The 
Annals of the .A1nencan .L!cademy of Political and Social Science, Vol. 
XXXI, pp. 552, 566, 567; Hotchkiss 's Recent Phases of Chicago's Trans
portation Probleni in The Annals of the American .dcademy of Political and 
Social Science, Vol. XXXI, pp. 619, 620. 

36 ee Wright's Development of Transit Control in New York City in 
The Annals of the .American Academy of Political and Social Science, Vol. 
XXXI, pp. 552, 563-565. The N"e"' York Reform Club Committee estimated 
the ''water'' in the :Metropolitan Third AYenue System alone at $160,-
000,000.- See Municipal Affairs, Vol. VI , pp. 6 - 6. 

37 Hotchkiss 's Chicago Traction: A Study in Political Evolution in The 
Annals of the A1ncnca,i Academy of Political and Social Science, "\Tol. 
xx,rrrr, pp. 3 5-404, at 391. 

38 Gray's The Gas Supply of Boston in The Quarterly Journal of Eco
nomics, Vol. XIV, pp. 87-120, at 115-117. 

30 Cedar Rapids Gas Light Company ·vs. City of Cedar Rapids, 144 Iowa 
426, 429, (1909). 

40 The Iowa City Republican, "\101. 72, :ro. 267, August 30, 1912. 

41 Compare Veblen's The Theory of Business Enterprise, pp. 143-145. 

42 Veblen's The Theory of Business Enterprise, Ch. VI, especially, p. 146. 
For a concrete case see Gray's The Gas up ply of Boston in The Quarterly 
Journal of Econoniics, Vol. XIV, pp. 7, 116. 

43 Lewis's Philadelphia's Relation to Rapic1 Transit Company in The 
Annals of the American Academy of Political and Social Scie11ce, ·vol. 
XXXI, pp. 600, 601, 602. 

44 Wright's Develoznnent of l'ra11sit Control in 1:.'ew York City in The 
Annals of the American Academy of Political and Social Science, "\701. 
XXXI, pp. 552, 565. 
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45 Hotchkiss ·s Recent Phases of Chicago's Transportation JJroblem in 
The Annals of the American Academy of Political and Social Science, ·vol. 

XXXI, pp. 619-629. 

4G For a yery clear analysis, see Erickson's Regulation of Public l7t1l
ities, Part I-Rates for Electric Current, a pan1phlet issued by the Railroad 
Commission of Wisconsin in 1911. Compare In re 11enominee and :.Iarinette 
Light ancl Traction Company, 3 Wisconsin Railroad Co1nn1ission Reports 

7~ -905i at 26- 30, (1909). 

47 For discussion of '' off the peak'' rates, see Gardiner's Maku1g of 
Rates and the Additional Business Systeni of Costs j Oxtoby 's Legal Phases 

of Central Station Rate Malting. 

48 See Gardiner's Making of Rates and the Additional Business System 
of Costs; also the very able discussion in In re ::Manitowoc Gas Company, 
3 Wisconsin Railroad Commission Reports 163-1 li at 174-176, (1908). 

40 '' The same rate for all is ~ term that is often much more beautiful 
in the abstract than when concretely applied. When it stands for the same 
rate for all, regardless of both the cost and its effect upon the growth of 
the business, it may be in violation of sound economic and business theories 
as well as of public policy. ,\'bile there may be places where the conditions 
are such that unifonn rates will fairly meet the situations, such places are 
not frequently n1et ,nth.''- 111 re :.lanitowoc Gas Company, 3 Wisconsin 
Railro:iit Commission Reports 163-181, at 175, 176, (190 ) . 

so Compare Erickson's Regulation of Public Utilities, Part I - Rates for 
Electric Current; City of Ripon -vs. Ripon Light and Water Con1pany, 5 
Wisconsin Railroad Com1nission Reports 1-94, at 30-34, (1910). 

:;1 Compare In re 1Ienominee and 11arinette Light and Traction Co1n
pany, 3 Wisconsin Railroad Commission Reports 77 -905, at 826-830, (1909). 

:;2 '' A schedule of electric power rates ,vhicb a1lows reduced rates for 
quantities consun1ed, ,vithout reference to the size of installation, the de· 
mand, or to the hours of use, is not likely to be in keeping with the costs of 
service or conducive to the successful extension of business''.- In re Ne no
minee and }Jarinette Light ancl Traction Co111panyi 3 Wisconsin Railroad 
Commission Reports 778-905, at 877; and Digest, p. 976, (1909). Quoted 

from Digest. 
r;a City of Beloit vs. Beloit Water, Gas and Electric Company, 7 Wis

consin Railroad Commission Reports 1 7-387, at 379, (1911); In re La 
Crosse Gas and Electric Company, Wisconsin Railroad Comn1ission Reports 
13 -241, at 23 -240, (1911); State .Journal Printing Company 'VS. :.1ailison 
Gas and Electric Con1pany, 4 Wisconsin Railroad Comn1ission Reports 501-
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i50, at i0,'5-i09, 'i3 . 'i39, 'i45-'i50, (1910); In re ~Ienominee and Marinette 
Light an<l Traction Con1pany, 3 Wisconsin Railroad Commission Reports 
,'i'~-905, at 26- 30, ii, 9'.I, 904, 905, (1909); ~Ianitowoc rs. 11anitowoe 
Elc>ctric Light Co1npan~, 5 \Yisconsin Railroad Commission Reports 360-396, 
at 390, 392, 393 -396, (1910); C'unningharn rs. Chippewa Falls Water 
\Yorks and Lighting Company, ,5 \Y1sconsin Railroad Cornmission Reports 
302 359, at 330, 336-33 , (1910); 111 re .Jefferson ~Iunicipal Electric Light 
and \Vater Plaut, 5 \\'iscons1n Railroad Con1n1ission Reports 555-591, at 
5 .'5 5 i, (1810); Cit1 of Ripon rs. Ripon Light and \Vater Company, 5 
\Y1seons1n Railroail C'on1n1ission Reports 1-94, at 2 , 45, 4i, 90, 91, (1910). 

Sc>e also }'ourflt . l1111ual Report of the :,,-cu Yorl Public Service Com-
1111ss1011, Second District (1910), \"'ol. I, pp. 10 -114, for discussion of dis
cri111inations by gas anil electric co1npanies. 

;;4 .Jackson's Report to the Ma.~sac71usctts H1qh1ray Commission 011 Tcle
plto11t Rates for the Boston and Suburban D1stnct, pp. 11-li and Chart 9. 

5:; City of Beloit vs. Beloit Water. Gas, and Electric Company, i Wis
l'.onsin Railroad Conunission Reports 1 'i'-3 ,, at 33,-341, (1911). 

't.i ]11 re ?11enon1inee and ~larinette Light an<l Traction Company, 3 Wis
consin Railroad Commission Reports 'i''i -905, at 96, (1909). 

Con1parc 111 re Jefferson J<]lectnc Light and \Yater Plant, 5 Wisconsin 
Railroad Lorn1111ss1on Reports 555, 5 1, 5 2, 5 5, (1910). 

:;; Fron1 unpublished recor1ls kindly furnished to the writer by )Ir. Hal
for1l Erickson of the Railroad Conunission of \Y1sconsi11. Xan1es are sup
pressed for obY1ous reasons. 

i8 1/ourth d1111ual Report of the ... Vew YorX., Public Service Commission, 
Second D1/jtrict, \rol. I, p. 94. 

:111 .Por exa1nples sec J1111ual Reports oJ the Jfassachusltfs Board of Gas 
and J1 lectric Light Comm1ss1011ers, 1910, ).e\\buryport Petition, pp. 2i, 29-
;31; 1 90, p. 32; 1 97, 1hlbury Petition, pp. 13, 15; 1909, Leon1inster Pe
tition, pp. 13, 17, 1 , 20; 190'>, Chicopee Petition, pp. 60, 61, 62. 

,;o 'taternent 1nade to writer by Con11nissioner 0. H. Hughes, June, 1912. 

tJ1 City of Ripon 1.:s. Ripon Light and ,Yater Cornpany, 5 Wisconsin Rail
road Con1n11ss1on Reports 1 94, at 2 , 56, -!, (1910); Ross ts. Burkhardt 
~Iilling and Electric Power ('01npauy, 5 \V1sconsin Railroad Con11nission Re
ports I3S-li0, at 162, 163, (1910); .l1111ual Reports of tltc Massachusetts 
Board of Oas and :Electric Light Comn11ssio11t'rs, 1910, Leo1uinster Petition, 

pp 13. 1 7, l , 20. 

u2 111 re Badger 'I'elephone Co111pany, 3 \Yisconsin Railroad Co1nmi sion 
Reports 9 -113, at 112, (190 ). 

J 
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tl3 In re In,·estigation of the Hudson Water Works, 3 \Yisconsin Rail
road Commission Reports 13 -147, at 141, (190 ). 

04 Columbus Ad,anccinent Association t'S. Wisconsin Telephone Co1npauy, 
4 Wisconsin Railroad Con1mission Reports 414-425, at 415, 425, (1910). 

11::; Statement to the ,,riter by ~r. Halford Erickson of the Railroad Com

n1ission of \~isconsin. 

oo See \Vyman 's Public Sernce Corporations, Ch. I, and the brief but 
lun1inous discussion by ~Ir. A. S. Hills, on The Onqin, Growth and Work of 
Public Utilities Commissions, a pa1npblet issued by the A.merican Telegraph 

ancl Telephone Company in 1911. 

01 Year Book, 39 Henry VI, 1 , placita 24, (1460); Year Book, 14 
Henry VII, 22, placita 4, (14 9); Year Book, 22 Edward IV, 49, placita 15. 

ll8 Keilway, 50, placita 4, (1503).-"It was agreed by all the court that 
,,here a smith declines to shoe my horse, or an innkeeper refuses to gi,e me 
entertainment at bis inn, I shall ha..e an action on the case, not"·itbstancling 
no act is done; for it docs not clepcncl upon agree1nent. '' [Translated from 
... orman French.] See also Year Book, 46 Edwaru III, 19, placita 19, 

(1373). 

09 Year Book, 22 Liber Assisarum 94, placita 41, (134 ) . 
"Every [ co1nn1ou J ferry ought to be under a public regulation, viz. 

that it gi,·e attendance at due ti1nes, keep a boat in due order, and take but 
reasonable toll; for if he £ail 1n these, ho is fineable.' '-Hale's De .lure 

Maris, l Hargrave, Law Tracts, 6. 

70 Year Book, 19 IIenry VI, 49, placita 5, (1441). 

71 Year Book, 39 Henry VI, 18, placita 24, (1460). 

12 Jackson vs. Rogers, 2 Shower's Reports 327, (1683). 

1sHale's De Portib11~ Maris, 1 Hargrave, Law Tracts, 77, 7 ''If the 
king or subject have a publick wharf, unto which all persons that con1e to 
that port must con1e and unlade or lade their goods as for the purpose, 
because they are the wharfs only licensed by the queen, according to the 
statute of I. El. cap. II. or because there is no other wharf in that port, 
as it may fall out "·here a port is ne"·ly erected; in that case there cannot 
be taken arbitrary and excessh c duties for cranage, "harfage. pesage, etc. 
neither can they be inhancecl to an im1noderate rate, but the clubes must be 
reasonable and 111oderate, though settled by the king's licenge or charter. 
For now the wharf and crane and other conveniences are affected ·with a 
publick interest, and they cease to be juris prii:ati only.'' 

74 Bolt vs. Stennett, 8 Term Reports 606 (England, 1 00), opinion by 
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Lord Kenyon, \lilnutt 11s. Inglis, 12 East 52i, 53i-542 (England, 1 10), 
opinion b) Loril Ellenborough; Olcott i·s Supen·isors, 16 \\Tallace 6i • 

G9,> (United StatPs, 1 i2). 

ill \lunn 11s. Illinois, 94 United States 113, 126, (1 i6). 

;o \VJ man's 1'11111 < Sin ice Corporatio11s , Preface and Ch. I. Topic D; 

J,·ins an,1 ~Iason 's Thc Control of Public Utilities, Preface. 

;1 .d111111al Re 11orl of the Prcs1dc11t to the 1,tockholders of the .d.111erica11 
J'< 11 pl1<n11 antl 1'1 lcgrapli Company. 1910; Bur,lett 's Public Control from the 
( orporatc , ta11clpoint, puhhshecl by the Empire State Cias A.ssociation, 190,. 

,1<Goo1lno\\ •._ ,)f1111icipal l[omc Rule: Den1ing's Go1r.rnmc11t of Anurican 
Cities, Ch (X ancl pp. 219-222, 234 23,; Brennan's Regulation a11d Control 
of Local 1'11111 c S1 n1irc Corporatio11s by State Boards in The City Hall, 
<-:3Ppte1uh<1r, 1909, Bernis 's 1\l1111icipal Jf 011opolics, Ch. IX; ]funicipal Pro

gram of the \ ational Jlu11icipal League. 

7n 8han1hnugh 's Co111111issio11 Gorcr11mc-11t in Iowa· 'l'lic Des Jloint.~ Plan. 

1<0 Gooduow's City Got'cr11mc11t in the U11itccl , tatcs, Chs. nT an«l ,·; 

DP1ning's Gour11111r11t of ..,1mc.rica1 c·t·c~. C'hs. IX and X; Howe's The 
( ,t 1J: 1'1/( JI opt of l)t mocracy, Chs. X and XI 

,n Public utility conu11issions ha, e been estahlbhed in the follo"·ing 

<·itics: Chillicothe, .Joplin, l{ansas City, t .Joseph, an1l St Louis, :\Iissouri; 
IIouston, Texas; Los Angeles, C'alifornin, • eattl<', \Yash.ngton: and ,vn-
111ingto11, 1)<1ln\\ n r<'. 

~::: Dt>s ~loin<'s Street Railroad Co1upa1n· 

Str<'<'t Hail\\aY ( 01npany. 73 lo\\a 313, (1 

ts Des '\Io1nes Broad-Gauge 
) , also pending case. 

s < it, of Dl'S 1[oinl's v.~. Des '\Io1nes Street Raih,ay Con1pany, ~l-1 

United 8tatcs li9, (1909). 

11 11Jo\\C"'s 'l'h<' City: Thr Ilope- of D<mocracy. C'h "\TI. Lapp's Public 
l!tilili<'s Control in 7'hc Jlmcrica11 Political c1u1cc Rt1,c11. ,·01 I. pp. 6~6. 
(i:!i. '• The regulation of the 1noro strictlJ· 111uuicipal utiht1es has been lc,ft 
to tho loeal units. '!'his has resulte1l in a chaos of rl'gulatiou and in con-
11itions "hich hnYe 1nadt' the 1nunicipnlit~· n by-wor«l for corruption, both at 

h0111e an,1 abroa,l.'' 

"11 C'on1pare C'ity of Ripon 1•s. Ripon Light an<l \Yater Con1pnny, 5 Wb
<'onsin Hn1)roa1l Conunission Reports l !'J.1. at 6 , 77, (1910); City of .\.sh 
laud 1·s \shland \\'nter C'01npn11y, 1 \\ 1scons1n Rn1lroud Conunission Reports 

2,:l-310, at ~95, 309, 310, (1909) 

<111 liall 1·s. C1l) of Cedar Rapids, 115 Iowa 199, (1901) . 

• 
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; < ,trogor,ky ·, Di 111ncrac11 and t/11 l 'arty • y~tem 111 thu Ch 1t, l , c~, 
('h. XII ; l!o,,e's 'J'/,1; ('ity: 'Jiu Jlnpt of Ihmocracy, <'h,. Y I, \

1
11, Br. e's 

1111 . I m,, ic1111 c_ 11111111u11tc11ilth ( Edition f 1 '' · 0), \ 1 01. I I. pp. IU6- l21i 1 "'rhe 

Phila<lelphia ua, Hin:;!' 1 ; :--.teffeu:, ':-i 1'/1 , ,,, me of tit, Ctli, s. 

'" liray':-. 'J'h, (,11s Supply vi JJo,\ton 111 1 ltt </uart, rl11 Journal uf Cr.o 

nomtc. Yol. X TI, pp. 4H!-441J; \ 1 01. XIII. pp. 2fl~-31:\; Vol. .XIV, pp. ~7 

1 :!O. 

-o \Yilcox '::- '/'lie Control of l'ubl" ,\1 

. I , h o{ l111 JI m, rica11 Ac11dcmy o, 

i,, Cor11or11t n ~ ·11 J}ctroit in 1'/u; 
J'olttical anti \, al .~cicnce, ,~ol. 

X :\~I. pp. 3i 6-592. 
1
11

1 Ilotchkiss ':, ('hicago 'J'ru,·tio11: . I ,,, tly in 1'·,l"l · ·al I- ,lution in 

"J. 111 . l n11als of tit, Jl 111cri1•t1n Jl 1•ad, my u, J>r. 1/11'111 111 t1 o, al , 1111•1. \ 'ol. 

XXY III , pp. 3,;i 104; ·vol. XX.XI, pp. Gltl-ll~fl. 

,1 Ht•111i:-i 's '/ l, 

.Tour11al of 1;co111,. 

, , et Na1lt,;ay , ·, tttcmu1t in 

, Vol. .XX 11, ~'1'· ;i 1:3-5i;i. 

Cl<.i tlt111d in 'J'/11 <)11t1rf1 rly 

o~ 'I /11; R eg1st£r and f .. eadcr (De::- ~loiucs) 1 li'ehrua1y :l 

~~. Hll:?. 

1 
1!110; ,\ ugust 

a ~tatement hy .. \ ldennan \Villi:1111 .J. Pri11~l1•. 1 hainnnn of the < 'oulll'il 

~111 co1111uitte" 1111 Ga,. < >ii, anti 1'.leetric Light. 

U4 ~et> I 'hicag(l papi>r,, April to A.ugust, 1 !111. 

•d Ben1i, ·.., I:c7lort 011 t11, I'rtct uf r:11.~ 111 < lt1cago. p . .,, 

oo Diek vs. )lacli,on \Yater ('01n111i,sionl•rs . .'.i \Vi:-consin Hailroad I '01n

n1i,,io11 Ht>ports 731 7fll, at i 1:\, 7 !I. 7!11. (HllO). 

o; / 11 rt .leffer,on )h1niripal l~lccttic Lii!ht :iua \V'atcr Plant, ;; \\'i,l•on

sin Railro:Hl 1'0111111issio11 Hf'port, 5,'j;j ,'jfll, at 557. 5s;3, (ltllO). 

,,.., /11 ri 1 '11111licrland :'d 11ni1~ipal Ell'ctrie Li~ht l'lant. l \Vbron 111 Hail

roa,l <'on11nis,io11 R1 1ports :.!14 23~, at ~Hi. (lflO!I). 

!l!I J(, 1111rt of' !)11/11111111• ('1ty JJ'att r n 'orlis for tit( \'(.a1' e11di11u .'111y Jl, 

1911. 
1 ::,L'I', t or l':\:llllJ>h', 111 rt .lcllL1 r-.011 \luuicip 1 l~'e,·tric Light and \\'ater 

P lant, 5 \Yi con in Ha1lroad c 01111ni-.-..io11 Hep ts >.J :i!tl, at f, ;;, (l!llll) 

- ,ec1et helow-co,t rate, to l'f'rtain lar:!1' con"- 11 u•1 ... 

101 Dick vs. !\latli,on \\'nu'r 1 'on1111i,-.;ioul.!r,, 5 \ri,ron ... in Hailroatl I hill 

1ni,-;iou lteport, 731-i!t 1. at i!lO, 7fll, ( 1910) - fri•e \\ater to city, "'chool,. 

an,l c·hun•hp-., 

10:: I 11 re 1 ·u,11 ht>rla 11d >I unicip:il 1:lei't ric Light Pinnt, 4 \Vi-.. on,in Hail 

ro:111 < 01111ni :;ion H11 po1 ts 214-:!32, at 21 i. 2 I'-, ( 1 !
1
09). 



158 APPLIED HISTORY 

103 ~!inneapolis, St. Paul ancl Sault Ste. 1farie Raihvay Company is. 
Railroad Cornrnission of \Visconsin, 136 \\Tisconsin 146, 159, (190 ) . 

104 Constitution of Jou.a, 1 57, Art. III, Sec. 30; Art. VIII, Sec. 1. 

105 The language of ~Ir. Justice Moody in City of Knoxville vs. Knoxville 
Water Company, 212 United States 1, 1 , (1909). 

iou ~Iunn 1·s. Illinois, 94 United States 113, 133, 134, (1 76); Chicago. 
Burlington and Qtuncy Railnay I'S. Iowa, 94 United States 155, (1 76); 
Peik t·s. Chicago and ~orthwesteru Railway C'on1pany, 94 l'"nited States 164. 
(1 76); Chicago, ;,lilwaukee aucl St. Paul Railroad C'o1upany vs . . \.ckley, 94 
lrn1ted States 179, (1 76); \V1nona and St. Peter Railroad Company 1.s. 

Blake, 94 United States 1 0, (1 76); Stone ts. Wisconsin, 94 lTn1ted States 
1 l, (1 76). 

101 Railroad Comn11ss1on Cases, 116 United States 307, (1 6) - remarks 
of ~Ir. Chief .Justice \Vaite at page 331: "Fron1 what has thus been said. 
it is not to be inferred that this power of limitation or regulation is itself 
,rithout litnit. This power to regulate is not a power to destroy, and lin1ita
tion is not the equn·alent of confiscation. Under pretence of regulating 
fares and freights, the tate can not require a railroad corporation to 
carry persons or property n 1thout renard; neither can it clo that n~hich in 
la" an1ounts to a taking of priYate property for public use without just 
compensation, or without due process of law''. 

See also Chicago, ~Iilwaukee and St. Paul Railroad Con1pany ts. ~Iinne
sota, 134 Vnited States 41 , (1 90) - remarks of )Ir. Justice Blatchford 
at page 45 : '' The question of the reasonableness of a rate of charge for 
transportation by a railroad co1npaoy, involving as it does the eleu1ent of 
reasonableness both as regards the company and as regards the public. is 
e1ninently a question for judicial inYestigation, requiring clue process of 
law· for its detern1ination' '. 

l!'inally, see Reagan vs. Farmers' Loan and Trust Con1pany, 154 United 
States 362, ( 1 94) - ren1arks of 1Ir. Justice Brewer at page 399: '' These 
cases all support the proposition that while it is not the pro,·ince of the 
courts to enter upon the n1erely administrative duty of fran1ing a tariff of 
rates for carriage, it is within the scope of judicial po"er and a part of 
judicial duty to restrain anything n·h1cb, 1n the fonn of a regulation of 
rates, operates to deny to the owners of property in, estetl in the business 
of transportation that equal protection which is the constitutional right of 
all o" ners of other property.' 1 

Compare \Vyn1an 's Public Service Corporations, Secs. 1427-1429. 

10s \\'ilcox t•s. Consolidated Gas C'on1pany, 212 United States 19, 41. 
(1909); San Diego Land and Town Con1pany t·~. '"ational City, 174 t rn1ted 
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States 739, 754, (1 99); San Diego Land ancl Town Cornpany rs. Jasper, 
1 9 United States -139, 442, (1903); City of I{nOA'>ille vs. I<:noA·ville Water 
Company, 212 U'nitetl States l, , (1909); Cedar Rapids Gas Light Cotnpany 
vs. City of Cedar Rapids, 144 Io"a 426, 447, (1909). 

100 Minneapolis, St. Paul and Sault Ste. Marie Railway Compan:,. i•s. 

Railroad Con1mission of \Visconsin, 136 Wisconsin 146, 164, ( 190 ) . 

110 Smyth is. Ames, 169 United States 466, 546, 547, (1 9 ) ; I-Iill t~. 

Antigo \Vater Con1pany, 3 Wisconsin Railroad Con1m1ssion Reports 623-
777, at 631, (1909); Cunninghan1 vs. Chippewa Falls Water Works and 
Lighting Company, 5 '\'\'iscons1n Railroad Con1mission Reports 302-359, at 
30 , 309, (1910); Buell ·vs. Chicago, hlihvaukee and St Paul Railway Com
pany, 1 Wisconsin Railroad Commission Reports 324-507, at 333, (1907). 

111 Prentiss vs. Atlantic Coast Line Company, 211 United States 210, 

226, (190 ) and the cases cited in note 107 abo,;-e. 

112 Prentiss vs. Atlantic Coast Line Company, 211 United States 210, 
226, (190 ) . '' A judicial inquiry• investigates, declares and enforces lia 
bilities as they stand on present or past facts ancl under laws supposed 
already to exist. Legislation on the other hand looks to the future and 
changes existing conditions by making a new rule to be applied thereafter 
to all or some part of those subject to its power.'' 

See also the cases cited in note 10 abo,•e. 

11a Chicago and :N' orthwestern Rail" ay Con1pany vs. Dey, 35 Federal 

Reporter 66, 7 4, ( 1 ) . 

114 See Goodnow's Principles of Ad1ninistrative Law in the United 
States, Ch. I; Wyman's Public Service Corporations, Section 1404. 

11s Wayman rs. Southard, 10 Wheaton 1 (United States, 1 25); Rail
road Comn1ission Cases, 116 United States 307, (18 6); Texas and Pacific 
Railway Company vs. Abilene Cotton Oil Company, 204 "Gnited States 426, 
(1907); Buttfield rs. Stranahan, 192 United States 470, (1004); Village of 
Saratoga Springs vs. Saratoga Gas, Electric Light and Power Company, 191 
New York 123, (190 ) ; Chicago, Burlington and Quincy Railroad Company 
vs. J ones, 149 Illinois 361, (1 94); ~inneapolis, St. Paul and Sault Ste. 
Marie Railway Company vs. Railroad Con1n1iss1on of Wisconsin, 136 Wiscon-

sin 146, 159, 161, (1908). 

110 Reagan vs. Farmers' Loan and Trust Company. 154 United States 
362, (1894); Interstate Co1nmerce Commission vs. Cincinnati, Xew· Orleans 
and Texas and Pacific Railway Company, 167 1,"nitec1 States 479, (1~97); 
State vs. Xew Haven and Northan1pton Con1pany, 43 Connecticut 351, 
(1 76); State i·s. ,Atlantic Coast Line Railroall Co1npany, 51 Florida 3-13, 
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57 , ( lHOG); !\liniwapoliR, 

s. Hailrond ( '01111nis8io11 of 

t. l'nul and Sault ::-;tc. i\laric Raih\ay Company 

\Viscon-.in, 136 \\'iscon~in 140, 157, (190"). 

11 7 Goo1h10,\ 's l'r111c111lc11 of l<lmu11strat t c IJau In tl,c United • ·t,1tc-s, 
l h".], Ill, nud l\'; l'o\\cll'i;.., paratI0,i of Pou<,rs in the l'oltttcal, cIcIIcc 
(J u,rterly • • June, 1912; C:oodnO\\ 's oc,al Rtform and tlia Co11stttutto11, ( h. 

V. 

1 Hl • l (' l•'riechnnn 's A Ir' or<l .,f bout < 011111wsJ1I011s in the II ortord Lato 
I.'c I t<u, Vol . ..X XV. pp. 704-71 G; nncl espccinlly the cases collected in h ins 
111<1 Ma'-Oll 's 711t < 011trol of l'ubl1c l t1l1t1cr1, pp. 51-65, 479, 4 0. 

110 .lets <111<1 Jlc11olt·cs of \la saehusctts, 1 5, f'h. 31-1 • 

• o .lets (I/Id Rc-solt s of Jfa.'>11ncliusett11, l 7, <''11. 3 5. 

1.1 Gruy' 1'l1t. l,a'1 < 01111111llsI011 of ,._\l,u1, ac1111sctts in 7 he </1u1rtcrly Jour

<11 of 1'co1101111cl(, Vol. .XIV, pp. 50!1, 517, 51 . 

1 •• \lien' f(ltc. ·111,cru 1011 111 .Jlas:u1clius tts in Jlu111<'1pal lffatr~, Vol. 
I\. p. 52li; Grny's ComJJ<l1t1011 t111d , ap,tah ot 011 a~ < 011trollcd by the 
.llassacl,u tts Gas Gomm, lltOII in The Quarterly Journal of 1:eonom1cs. Vol. 

X \, pp. 254 !!iG; Bulloek 's ('011trol of ti, Cap1talt:c1t1011 of Public ..,ert ,ce 
< or11or!ltI0I s 111 ,\la11snrl11u1ctts in '/ he l'11bl1ec1tlo11~ of the A111<.rtC<111 J~eo-

omtc· r.~ oeIatto11,. (ri,,.; 3, Vol.~. pp. 3:-.4-114, 1900; Ripley' The Gap
talr <it 011 of l'ubltc ... crttc < or11orat 011 in The Q1u1rt rly .To11r11al of 

f.. ro11 om ,es, Vol. XV, pp. l 011-1 Hi. l'or n It,:, f ti\ orn ble , 1e\\ ,oe \darn..,':-. 
l/11111c 1wl Ga and 1 ltrtr,r l'la11t.~ 111 .Ha. sachu £tis in the Pol t,cal .., ·Ie11ce 

(.111artcrly, Vol. • \' I J, pp. 24i-~55. 

12 Atcts 011<1 Nesoltc11 of ,Has1u1r11t1sc.tt, 1906, < h. 433. 

1.4 \\right'.; 

.I 11 1al of ti, 
x..xx I. pp. 552 

/Jnt lol)mC'11t of 1 ra11.<:It C 01 trol 

.J 111er1co11 lca<kmy of Pol t <'<tl 
5i5. 

II \ Cll' } C 

a11d oew 

( !/ Ill 1'ht 
Ic , Yol. 

1. 1,, 1unl \It s'1Cl(l<' of Oo < r11or Jl11glus, 1907, \ t w rorl. "' 11alt J)oc 1-

mu,ts, 30th ~('s"lion. \ ol. 1, pp. 15 ls. 

1.01 (Ills of ,\ CU' } orJ.. J() - I 'h. t 0. 
se<.' < l!,honlt' 's J'/11. /'11/JI, , t<'t c 0111111 s, 011, I au• of .\"cu l'ork in The 

c ty < lub Uull, t 11, April I , .1 , 111111 in 1'11 l'roctt<l II[/" of tlit Al mcrica11 
l'olt,cal ,<;c1r11rc ,.~SOt'latlo11, 1!107, pp. 2,i :toi; Hruoro's l'11bl1c Ut,ltil~ 
1:tfJUl11t1011s 11 \ ,11 l orl, in 1'111 .I 1111al~ of th .I Ill< r1t·a11 f{)(ul my of l'o
l1t1c1il a11tl oc,ol .<;cIu1ct. Vol. XX.XI, pp. 535 5Gl. 

.!7 ban1111\\ay 's 'J'l1C' 1'11bl 
11•11l1t11, Vol. VIL, pp. ll l-72. 

,,·t eorporatio11 Q11t.~t1011 111 1'1ie Jl1111it'• 

• 



URBAN -CTILITIES I IOWA 161 

1-s Lairs of TVisco,isin, 1905, Ch. 362. 

120 La Follette's Autobiography in The Amcrica11 Magazine fox )Jay, 

1912. 

130 Lau·s of Wisco,is11i, 1907, Cb. 499. 

1 Staten1ent to writei- by 11r. llalford Erickson of the Railroad Com• 

mission of \Visconsin. 

1a2 An ..Jct approi:ed August z2, 1907, E,tlarging the Powers of the Rail• 

road Commission of Georgia (pau1pblet). 

133 Acts of Ver,nont, 1908, );o. 116. 

134 Public Latts of Maryland, 1910, Cb. 180. 

1s5 Laws of X eu; Jersey, 1910, Cb. 195. 

1~u La1cs of California, 1911, Ch. 14. 

ta, Public Acts of Connecticut, 1911, Cb. 128 . • 
1as Laws of Kansas, 1911, Ch. 238. 

1aa Laics of Nevada, 1911, Cb. 162. 

1 4 0 Laws of n~ew Hampslure, 1911, Ch. 164. 

1-n Lau·s of Ohio, 1911, Ch. 549. 

142 La1L·s of If ashi11gton, 1911, Ch. 117. 

1-1a Lalls of Rhode Island, 1911, Cb 795. 

14-t Constitution of 01..lahoma, A.rticle IX. 

115 Laics of Oregon, 1911, Ch. 279. 

1-10 The California Railroad Commjssion was established in 1891, but 
received jurisdiction over urban utilities in 1912; the Georgia Railroad 
Uomn1ission dates from 1 79, but its jui-isdiction over urban utilities dates 
from 1907; the :Massachusetts Highway Commission was created in 1893, 
but receive<l jurisdiction oYer telegraph and telephone companies in 1906; 
the \V1scousin Railroad Commission was established in 1905, but its juris

diction was extended to urban utilities in 1907. 

1-1; Bruere 's Public Utilities Regulation in New Yor1.. in The A,uials of 
the A mcrican Academy of Political and Social Science, Vol. XXI, pp. 535, 

551. 
1-is Revised Statutes of TVisco11s111, Sec. 1797 m-8, 9, 11, 12, 13, 14, 16, 

1 ; Laics of Oregon, 191], Ch. 279, Secs. 11, 12, 13; Gas and Electricity 
Lc111•s of .lla~sachusett8 (pa1nphlet. 1910), p. 29; Lau;s of >.:ei ada, 1911, 
Cb. 162, Sec. 7; Laws of Kansas, 1911, Ch. 238, Secs. 23 29. 

11 
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149 Public Utiltties .Act of California, 1911, Sec. 4 ; Public Utilities .Act 
of Georgia, 1907, Sec. 6; Public Service Commission Law of Maryland, a 
pamphlet published by the Public Service Commission in 1912, ecs. 24, 
31¾; Pub lic Service Co1nmission .Act of New Hanipshire (pamphlet, 1911), 
Sec. 6; Public Utilities A.ct of New Jersey (pamphlet, 1911), Sec. 17d; 
Public Service Cont1nissio11s Law of New Y ork, a pamphlet issued by the 
Public Service Commission of the First District in 1911, Secs. 52, 66-4; 
Laws of Ohio, 1911, Ch. 549, Sec. 12; Constitutton of Oklahoma, Art. IX, 
Sec. 29; Public Service Co1nm ission Act of W ashington (pamphlet, 1912), 
Sec. 7 . 

150 Revised Statutes of Wisconsin, Sec. 1797 m-15; P ublic Utilities Laws 
of Oregon (pa1nphlet published by the Railroad Commission of Oregon, 
1911), Sec. 496; Laws of Ohio, 1911, Ch. 549, Secs. 51, 52; Public Utilities 
.Act of New Jersey, Sec. 17 (f); Public Utilities .Act of Caltfornia, Sec. 49. 

151 Laws of Kansas, 1911, Ch. 23 , ec. 37. 

1s2 B evised Statutes of Wisconstn, Sec. 1797 m-38; Public Utilities Laws 
of Oregon, 1911, Sec. 495; Lows of Kansas, 1911, Ch. 23 , Sec. 29. 

153 Public Utilities La1cs of Wisconsin, 1911, Sec. 1797 m-5; P ublic 
Service Co1n1nission Law of Washington, 1912, Sec. 92; Constitution of 
Oklahoma, Art. IX, Sec. 29; Public Utilities Laws of Oregon, 1911, Sec. 4 . 

15 4 Public Uttlities Act of California, 1911, Sec. 47; Public Utilities .Act 
of Georgia, 1907, Sec. 7; Public Service Comnii.ssion Law of Maryland, 1912, 
Sec. 30, 31¾; Laws of Nevada, 1911, Ch. 162, Sec. 6; Public Utilities A.ct 
of New Jersey, 1911, Sec. 16, (b); Lau·s of Ohio, 1911, Ch. 549, Sec. 26. 

155 Acts and R esolves of Massachusetts, l 68, Ch. 310. 

156 The Public Service Co11t1nissions Law of New Y ork, 1911, Secs. 55, 69. 

1s1 P ublic Utiltties A ct of California, 1911, Sec. 52; P ublic Utilities Act 
of Georgia, 1907, Sec. ; P ublic Service Conimi.ssion Law of Maryland, 1912, 
Secs. 27, 34; Public Service Commission .Act of New Ha1npshire, 1911, Sec. 
14. 

1:;s Laws of W isconsin, 1911, Ch. 593. 

159 Laws of Kansa-s, 1911, Ch. 23 , Secs. 25, 26, 34, 35. 

160 Laws of Ohio, 1911, Ch. 549, Secs. 56, 57, 5 , 61, 62. 

161 Pub lic Utilities .Act of New Jersey, 1911, Sec. 1 (e); Acts of 
Vermont, 190 , o. 116, Sec. 16; Public Service L!Iws of Vermont. 1911, pp. 
113, 114. 

102 Acts and Resolves of Massachusetts, 190 , Ch. 529; 1909, Ch. 316; 
Gas and Electricity Laws of Massachusetts, 1910, pp. 26, 27. 
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163 Laws of Ohio, 1911, Ch. 549, Secs. 63, 64, 65. 

164 Public Utilities Act of California, 1911, Sec. 51 (a); Laws of Ohio, 

1911, Ch. 549, Sec. 63. 

105 P ubltc Service ComnHssions Law of New York, 1911, Secs. 54, 70; 
Laws of Kansas, 1911, Ch. 23 , Sec. 36; Public Service Comnuss101t Law of 
Maryland, 1912, Secs. 26, 35; Public Service Coniniission Act of },;" ew Hamp
shire, 1911, Sec. 13, (b); Public Utilities A.ct of New Jersey, 1911, Sec. 

18 (h). 
166 Public Utilities Act of California, 1911, Sec. 51 (b); Laws of Kan

sas, 1911, Ch. 23 , Sec. 27; Public Service Co1nnussion Law of Maryland, 
1912, Secs. 26, 35; Public Service Com1nission Act of New Ha1npshire, 1911, 
Sec. 13 (c); Public r;'t1lit1es Act of New Jersey, 1911, Sec. 19; Public 
Service Com11nssio11s Law of ~Tew York, 1911, Secs. 54 (2), 70; Laws of 

Ohio, 1911, Ch. 549, Sec. 63 (d). 

167 Laws of Wisconsin, 1911, Ch. 593; Public Utilities Laics of Wiscon

sin, 1911, Sec. 1753-11, 2. 

168 Public Utilities Act of Calif or11 ia, 1911, Sec. 52 (b); Public Service 
Conimission Law of Maryland, 1912, Secs. 27, 34; Acts and RPsolves of 
Massachusetts, 1906, Cb. 392; 190 , Ch. 529; 1909, Ch. 316; Public Utilities 
A.ct of New Jersey, 1911, Sec. 18 (f); Public Service Commissions Law of 
New York, 1911, Secs. 55, 6:}; Laws of Ohio, 1911, Ch. 549, Sec. 62; Revised 

Statutes of Wisconsin, Sec. 1753-11, 2. 

16~ Constitution of Olilahoma, Art. IX, Sec. 8, 9. 

110 Publtc Utilities Act of California, 1911, Sec. 26; Laws of Ohio, 1911, 
Ch. 549, Sec. 76; Publtc Utilities Acts of Wisconsin, 1911, Sec. 1797m-75. 

111 Twenty-Fifth Annual Report of the Massachusetts Board of Gas and 

Electric Light Commissioners, 1909, pp. 13-15. 

112 P ublic Sernce Commiss1011s Law of New York, 1911, Secs. 54--2, 70; 
P ublic Serrice Con1miss1on La11 of Maryland, 1912, Secs. 26, 35; Public 

Utilities A.ct of }..Tew Jersey, 1911, Sec. 19. 

113 Public Service Commission Law of Maryland, 1912, Sec. 16; Public 
Service Comnnssions Lau· of }{ew York, 1911, Sec. 65-2; Laws of Ohio, 
1911, Ch. 549, Sec. 16; Public Utilities Acts of Oregon, 1911, a pamphlet 
issued by the Railroad Commission of Oregon, Sec. 542; Public Utilities A.ct 
of Rhode Island, 1912, Sec. 39; Public Service Com1niss1on A.ct of Washing
ton, 1912, Sec. 31; Revised Statutes of Wisconsin , Sec. l 797m-89. 

11-1 Public Utilities A.ct of California, 1912, Sec. 32; Public Utilities Act 
of Georgia (pamphlet, 1907), Sec. 5; Laws of Kansas, 1911, Ch. 238, Sec. 
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Iii: Public l't1htlt..s Act of lYcu1<l11. H)}l, ~ec. 19; Public Utt1,tils ,let of 
.\{I(' .ltrS<!J, lflll. S1'C. 16 (e); Laus of Ul110, Hill, ('11. 549, ~('C. 2;;; ron

"t,t11tto11 of 01 l 1lloma, \rt. L~, Se('. 1 : l'ubltc Ct,httts Act of Oregon, 
Ifill. S!'l'. 530; l'ubltc l t1hh£s .let of /lliocle Island, 1fl12. sc-c. 21: Acts 
of r·tr111011t, lflOS,. o. 116, Sec. fl (JV); Public, £rtIcc l'om1111ss1011 !_,aw of 
ll'asl1111gto11, l{Hl, ~ec. fi3; Rt used • t11t11tes of H'1Rco11s111, ~cc. 1797111-46. 

1, l'ubltc l t1l1t1cs .dct of ( 01111tct1c1tt, lftll, !:::iec. 23; Public Scri;ice 
(;01111111 sion Lall' of .,f<1ryl,111d. lfll2, ~ecs. 23, 37; J:011sed Laus of Jfassa
c1utst tis, 1910, (. h. 121, SPC. 35; Pub he "'c rue Com 1111 sion .-1 ct of ;Y cw 
111111111 l11rt, 1911, S1•c. 11 (c); l'ul1l1c eruce <'0111m1Rs1011s l,ou of .,\ttv 

l ork, ]fill, 0

1 c .... 491 72. 

J7o .lets 1111d Rcsoltcs of ,Uas.~acluouttfl, 1906. l h. -133. 

111 1'11bl1c Utihtrr.s .let of Cali . lfll2, sec. 1-1 (b); 1.otvs of Jian-

-~as, lflll, Ch. 23 , St•c. 11; l'ubl 1c1, Comm ssI011 Law of J\J ,· nd, 
lfl12, Scc. lfi; l'ubltc Utthftt.~ Jct , .\evada, ]fill. :::-ec. 11: Publ ice 
< omm, sI011 .let of,.\ et< ,Ttrsey, Ifll l, ~ec. 16 (d); Publ c. £rL1ct (. 1i • 

s1011 .let of .Yew /Jam1u1J11ro, lfll l, ::-.l'<'. 7 (a); P tblH' ert ire C, , 1011.~ 

/,att of ,\cu l orJ., 1911, Sec. GG (12); f,ati·~ of U1110, lft11, Ch. 5-11 "' 1 ; 
l'ubltr l t,lttrcs .lets of Orego11, lfll 1,. ,•c-.. 504,506; Public Utih , .1 t of 
J:ho<lt /sl<111d. 1912, ~Ni. I ; Lets of J crmo11t, l!lOs. Xo. 116. ~ecs. v,, lfl; 

/'111Jltc • crtH'< Commi..i,sI011 L<111• of 11 a~l1111gto11, Ifill, Sec. 14: Rtni~td 
'tatut{ of J1'1sco11s1n, sl'C. 1797111-27, ~fl. 

11 /'ubltc l ttltttcs let of Cahfor111a, 1912, st'I.:. 63: Larr, of l\ , 
1911, < h. 2~~ • !':il'{'. :~O; I'ublte Ut1l1ttcs ~Let of ~·e1l' Jcr,ey, 191 .._ 
1 i (h); Rc11sul ..., tc1t11tr,<1 of II 1sro11s111, Src. 1797111-10.3. 

170 Puul,,.. ·i>rl ICI Comm is 1011 L<IU' of lf'o,l1111gto11, 10] J. SP.~ 15. 

1 o I'ubl 1 , I('{' ( 011111118. 1011~ I (II( of ., ttl 1 nrl., 191 S, GG-12. 

1i;1 l'uul,r l t1l1tHs let of Caltfo, , 191.? '"' li-:1 (h); Lau, of 
Ji1111sas, ]fll I, < h. 23s, S(.ll'. 12; P11ul Ic, ( (.,. ,11~,1011 l.,cut of Mory-
lafl<i, l!ll2, ::-el'. 16: l'ubltc l ttlttirs .I , .YttClda, Ifill, Sec. 12; Lt , , 
<Jl110, 1!111, <'h. 54!), SL'C. 20; l'ubltc Ut1l't1cs .let, of Orcr,011, 1'.l 1 s 

512; l'ubltc l t 1h tics ,.I ot of Rhode 1.,la11<1. l fll 2, Sec .... 3fl 1 l'ubl 
< 01111111. s1011 l,<111 of lJ a.,l1111gto11. l!ll 1, sec. !!!I: Ret i;;t 1 

1•011s111, S(.ll'. 17ft7rn- H. 

I I{ t (,,, 

11i~ Pubh,· l t1ltt1rs let of C,ilifor,1111, Hll~ • .__e('. 4li (n); J> • , l 
• 1,•t of ro1111£ct1c11t. Hlll, ::-<1c. lfl; /arr., of l\a11.,,rn. 1911, l'h. '.?i..., ..._,,'-

'ities 
()0 • --, 

/'11l1l1c Srtl'ice < om1111,sio11 Ian of ,Uarylancl, Sec. 31:i1 : Re-t ., d I • , 

\l11.~sarl111~ctts, < h. 1~1. ::-re. G; l'ublrc l t1li ., I ·t of ~Tlt:adn. Hll l ~t\: 

10; l'ubll( l tiht"u1 .lrt of .. Yt:11' ,Trr.,1y. 1!111, "'-e~ lG (f): l'ubl " 1. 
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Comnii.,;sions Lau: of }.'ew Yorl., 1911, Sec. 66-3; Lazes of Ohio, 1911, Ch. 
549, Secs. 36, 3 ; 1 ublic Utilities .dcts of Oregon, 1911, Secs. 500, 501; 
Public Utilities Act of Rhode Island , 1912, Secs. 45, 46; .Jets of T'ermo11t, 
190 , Xo. 116, Sec. 9 (I); Publ1c Service Commission Lazes of Washi11gto11 . 
1911, ec. 54; Re1:1sed Statutes of W1sco11si11, Sec. 1797 111-22, 23. 

183 Revised Laus of :J.Iassachusctts, Ch. 5 , Sec. 14 ; Public Seri.:ice Com 
m1ss1on .d.ct of }.'cu· H ampshire, 1911, Sec. 5 (c); Public Service Co1nmis
sio11s Law of )tew Yor1. , 1911, Sec. 66-2; P ublic Utilities .d.cts of Oregon, 
1911, Sec. 502; P ublic Sert·ice Conimiss1011 Law of Wash111gto11, 1911, Secs. 
67, 74 ; Revised Statutes of W1sco11s11i, Sec. 1797 ni-41. 

1s4- Revised Lau s of Massachusetts, Ch. 5 , Sec. 10; Public Seri:ice Com
mission Law of Maryland, 1911, Sec. 31:\--1; Public Service Commissions Law 
of n'ew Yorl.., 1911, Sec. G7-2; Public Service Commission Law of TVasl1-

ingto11, 1911, Sec. 7 4. 

18:; Public Service Co1nmission Lau· of Washington, 1911, Sec. 74. 
• 

180 Public Sert•ice Commissions Lau: of }{ew l 'orl., 1911, Sec. 67- 3; 
Public Service Commission Law of Wash111gton, 1911, Sec. 74. 

181 Public Utilities Acts of Oregon, 1911, Sec. 502. 

188 Revised Statutes of Wisco11sui, Sec. l'i97m-24; Public Utilities Acts 
of Oregon, 1911, Sec. 502; Public Utilities Act of Rhode I sland, 1912, Sec. 
47 ; Lairs of Ohio, 1911, C'h. 549, Sec. 39; Public Utilities .dct of ;,.,-cw 
J ersey, 1911, Sec. 16 (h); Public Ctililic:.,; Act of Cal1forn1a, 1912, Sec. 

46 (a) . 

180 Laws of Kansas, 1911, Ch. 23 , Sec. 22. 

100 Public Vt1ltties .Act of California, 1912, Sec. 46 (c); Public Utilities 
A.ct of Connecticut, 1911, Sec. 20; Public Service Co1nrniss1011 Law of Mary
land , 1911, Sec. 32; Revised Latls of Massachusetts , Ch. 121, Sec. 36; Ch. 
5 , Sec. 11; Public Ctilit1es .1ct of j\' ei·ada, 1911, Sec. 10; Public Utilities 
A ct of n.,.eir J ersey, 1911, Sec. 16 (j); Public Service Co1nmissions Law of 
N ew York, 1911, Sec. 6,-5; Laus of Olno, 1911, Ch. 549, Sec. 39; Public 
Utilities Acts of Oregon, 1911, Sec. 502; Public Utilities Act of Rhode 
Island, 1912, Sec. 47; Public Service Com1nissio11 Lau: of Washington, 1911, 
Sec. 7 4; Rei·ised Statutes of JVisco11s111, Sec. 1797m-24. 

101 Public Utilities Act of California, 1912, Sec. 3 ; Public Chlitics 
A.ct of Connecticut, 1911, Sec. 21; Public Seri-ice Commission Law of 
Maryland, 1911, Sec. 23; Lau·s of Ohio, 1911, Ch. 549, Sec. 44; P11blic 
Utilities .dcts of Oregon , 1911, Sec. 4 7. 

102 Public Utilities .Act of Connecticut , 1911, Sec. 21. 
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Hia Public Utilities .dct of Cal1fon1ta, 1912, Sec. 40; Laws of Ohio, 1911, 
Cb. 549, Sec. 66; Co11stitutio11 of OJ.lahoma, .Art. IX, Sec. 5; Public Seri ice 
C'omm1ss1011 Law of Washingto11, 1911, Sec. 73; Rctiscd Statutes of Tris
ro11s111, Sec. 1797m-4. 

1n4 Public Seri,ice Commission Law of Washi11gto11, 1911, Secs. 67, 70. 

1n:; La1cs of Ka11sas, 1911, Ch. 23 , Sec. 32. 

1ni; Publtc Utilities Act of Co1111ect1cut, 1911, Secs. 17. 1 

1n1 Public ['"t1l1t1cs .A.rt of Nerada, 1911, ec. 27; Public Serl'icc Com-
1nissio11s Lau: of Ne1c York, 1911, Sec. 47; Public ['tilities Acts of Oreqon, 
1911, Sec. 552; Public Utilities ..let of Rhode Island, 1912, Sec. 49; .d.cts of 
T' crmo11t, 190 , No. 116, Sec. 7; Reused Statutes of TVisco11su1, Sec. 179,m-
101; Public Sen:ice Commission Law of Washi11gto11. 1911, Sec. 63. 

10s Rev1.~ed Lau:s of Massachusetts, C'h. 121, Sec 39. 

10n Public Service Comm1ss1011 Law of Maryland, 1912, ec. 22. 

210 Public Ct1lit1es Act of California, 1912, Sec. 44. 

201 .lets and Rcsolt cs of Mas11achusetts, l 5, Ch. 314. 

:.?o:.? .lets and Resoltes of Massachusetts, l 7, Ch. 3 2. 

20~ Gra) 's Compet1tio11 and Caz,ital1=at1011 c1s Controlled by the Massa
cliusctts Gas Commissio,1 in The Quarterly Journal of Eco11om1cs, ,Tol :x,T. 

•) ~ I ')t!Q pp. _;)-ic -v • 

::.01 Public Vtilitics .Act of California, 1912, ec. 50 (a). 

20:1 Revised Statutes of 1Visco11si11, ec. 179,m-7-!. 

200 Lans of Oh10, 1911, Ch. 549, Sec. 5-1. 

::.01 La1cs of Kansas, 1911, C'h. 23 , Sec. 31; Public Scn·ice Commission 
Law of .Jlarylc111cl, 1912, Secs 26, 33; Public ['t1l1t1cs Act of l.\'cw Homp
slnre, 1911, Sec 13 (a); Public ['til1t1e,\ Act of :.'ea Jer8tlf, 1911, Sec. 24; 
P11bl1c crv1ce Commissions Law of :.'lie York, 1911, Secs. 53, 6 

20s Acts of Vermont, 190 , N"o. 116, Sec 23. 

20n La1cs of Tr1sco11s111, 1911, Ch. 596; Revised tatutes of H',sco11si11, 

S 1- 9- -1 ,.r. ,.,. ,. 
eC. I, 1111 /~, tu, t I, I • 

..?10Retiscd Lau:s of Jlassacliusctts, Ch. 25, ec. 55; Ch. 34, ec. 31. 

:.?11 Public ['t1l1t1es Act of Co1111ecticut, 1911, Sec 37. 

_12 PubllC Vtil1t1es .Act of Rhode Island, 1912, Sec. 51. 

21s Public Setvtce Commissions Law of ).\,w lrork, 1911, Sec. 6 



l, 
e 
I· 

>f 

O· 

01 

11· 
4: 

URBA.1. UTILITIES IN IOWA 

214 Public Service Comniission Law of Maryla11d, 1912, Sec. 33. 

21:; Revised Statutes of Wisco11s111, Sec. 1797m-74 (3), 79, 80, 82. 

210 R evised Lau;s of Massachusetts, Ch. 34, Sec. 10. 

217 Public Utilities A.ct of New J ersey, 1911, Sec. 25. 

21s Public Service Co1n1nission Law of Washi11gton, Secs. 8, 105. 

167 

210 R evised Laws of Massachusetts, Ch. 34, Secs. 21, 22, 23, 24, 27, 29, 30, 
32; Public Service Commissions Law of Xew Yorl.., 1911, Sec. 66; Acts of 
V ermont, 1908, Ko. 116, Sec. 2; Revised Statutes of Wisconsin, Sec. 1797 

m-1. 

220 Public Utilities Act of California, 1912, Sec. 50 (c); Laws of K an
sas, 1911, Ch. 23 , Sec. 31; Public Sen:ice Contmission Law of Maryland, 
1912, Secs. 26. 33, 42; P1lbltc Utilities Act of }-lew Hampslure, 1911, Sec. 
13 (a); Public Utilities A.ct of New Jersey, 1911, Sec. 24; Public Service 
Co1nmissio11s Law of New York, 1911, Secs. 53, 68; Revised Laws of Massa
chusetts, Ch. 121, Secs. 25, 26, 2r; Revised Statutes of Wisconsin, Sec. 

1797m-74. 

221 Public Utilities Act of California, 1912, Sec. 50 (c); Laws of Kansas, 
1911, Ch. 23 , Sec. 33; Public Service Comnussion Law of }tew Harnpslure, 
1911, Sec. 13 (a); Public Utilities A.ct of New Jersey, 1911, Sec. 24. 

222 Public Utilities A.ct of Georgia, 1907, Sec. 5. 

22a Laws of Kansas, 1911, Cb. 238, Sec. 33; Public Utilities .Acts of 
Orego11, 1911, Sec. 540; Revised Statutes of Wisconsin, Sec. 1797m- 7. 

224 Laws of Ohio, 1911, Ch. 549, Secs. 46-4 , 53. 

22s R evised Laws of Massachusetts. Ch. 121, Secs. 17, 19, 25, 26; Ch. 122, 
Sec. 2; Public Statutes of Ver111ont, Secs. 4520, 4525, -1 36-4853. 

220 Lau:s of Kansas, 1911, Ch. 23 , Sec. 33; Revised Laws of Massa
chusetts, Cb. 121, Sec. 27; Laus of Ohio, 1911, Ch. 549, Secs. 46, 47, 53; 
Public Utilities Acts of Oregon, 1911, Sec. 540; Public Utilities A.ct of 
Rhode I sland, 1912, Sec. 52, Acts of T'"er11iont, 1908, No. 116, Sec. 17; 

Revised Statutes of Wisconsin, Sec. l 797m- 7. 

221 Public Utilities Act of California, 1912, Sec. 82. 

22s Public Utilities A.ct of California, 1912, Sec. 62; Public Utilities Act 
of Connecticut, 1911, Sec. 23; Lau·s of Kansas, 1911, Ch. 238, Sec. 33; 
Public Ser'llice Conimission Law of Maryland, 1912, Sec. 33; Revised Lau:s 
of Massachusetts, Ch. 121, Sec. 27; Public Service Commission Law of New 
Hampshire, 1911, Sec. 10 (c); Public Service Commissions Law of New 
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York, 1911, Sec. 71; Public Utilities Acts of Oregon, 1911, Sec. 525; Re
vised Statutes of Wisconsin, Sec. 1797m-52. 

229 Constitution of Oklahoma, Art. IX, Sec. 19. 

230 Acts and Resolves of Massachusetts, 1906, Ch. 433. 

231 Public Utilities Act of California, 1912, Sec. 67; Public Utilities Act 
of New Jersey, 1911, Sec. 3 ; Public Service Conimission Law of Wash
ington, 1911, Sec. 86. 

232 Public Utilities Act of Connecticut, 1911, Sec. 29; Constitution of 
Oklahoma, Art. IX, Sec. 20; Public "Ctilities Act of Rhode Island, 1912, 
Sec. 34; Acts of Vermont, 1908, No. 116, Sec. 12. 

233 Laws of Kansas, 1911, Cb. 23 , Sec. 21; Public Service Commission 
Lau1 of Maryland, 1912, Sec. 43; P1tblic Utilities Act of Nevada, 1911, Sec. 
26; Public Service Co1nmission Act of New Hampshire, 1911, Sec. 17 (b) ; 
Laws of Ohio, 1911, Ch. 549, Sec. 72; Public Utilities Acts of Oregon, 1911, 
Sec. 533; Revised Statutes of Wisconsin, Sec. 1797m-64. 

231 Public Utilities A.ct of Georgia, 1907, Sec. 12; Revised Laws of 
Massachusetts, Cb. 121, Secs. , 9; Public Service Co1nmissions Law of New 
York, 1911, Sec. 24. 

2311 Public Utilities A.ct of California, 1912, Sec. 67; Constit1ttion of 
Oklaho1na, Art. IX, Sec. 20; Public Utilities A.ct of Rhode I sland, 1912, Sec. 
34; Acts of Vermont, 1908, No. 116, Sec. 12. 

2a6 Public Utilities A.ct of Georgia, 1907, Sec. 14; Revised Statutes of 

Wisconsin, Sec. 1797m-64. 

231 Public Utilities Act of Connecticut, 1911, Sec. 31. 

23s Public Ut1lities Acts of Oregon, 1911, Sec. 533. 

239 Public Utilities A.ct of New Jersey, 1911, Sec. 3 

240 Public Utilities A.ct of California, 1912, Sec. 67. 

241 Pitblic Utilities Act of California, 1912, Sec. 67; Public Utilities A.ct 
of New Jersey, 1911, Sec. 3 ; Constitution of Oklaho1na, Art. IX, Sec. 22; 
Acts of Vermont, 1908, No. 116, Sec. 12; Public Service Commission ..d.ct of 
Washington, 1911, Sec. 6. 

2-12 Revised Statutes of Wisconsin, Sec. 1797m-67; Public Utilities A.ct 
of Rhode Island, 1912, Sec. 37; Public Utilities Acts of Oregon, 1911, Sec. 
535; Public Service Cont mission Act of New Hanipshire, 1911, Sec. 17 ( d) ; 
Public Utilities Act of Nevada, 1911, Sec. 26 (b); Public Service Conimis
sion Law of Maryland, 1912, Sec. 44 . 

• 



f 

t 

f 

URBAN UTILITIES I row A 169 

243 Public Utilities Act of California, 1912, Sec. G7 ; Acts of Vermont, 

1908, :No. 116, Sec. 12. 

24.-1 Publtc Service Commission Act of Washington, 1911, Sec. 92. 

245 Public Service Commission Law of Jiaryland, 1912, Sec. 46; Public 
Utilities Act of Nevada, 1911, Sec. 26 (e); Public Service Comrnissioi1 Act 
of :..rew H arnpslure, 1911, Sec. 17 (b); Piiblic Utilities Acts of Oreqon, 
1911, Sec. 537; Revised Statutes of Wisconsin, Sec. 1797m-70. 

216 :Minneapolis, St. P aul and Sault Ste. l\farie Railway Co1npany vs. 
Railroad Commission of Wisconsin, 136 Wisconsin 146, 166, (190 ) . 

2-!1 Cedar Rapids Gas Light Company i•s. City of Cedar Rapids, 144 Iowa 
426, (1909); 223 United States 655, (1912), 32 Supren1e Court R eporter, 

p. 389. 

248 City of Knoxville vs. K noxville Water Company, 212 Unitecl States 

1, (1909). 

2 19 Constitution of 07..lahoma, Art. IX, Sec. 21. 

2so Public Utilities Act of California, 1912, Sec. 68 ( d). 

251 Public Service Commission Act of 'J!tew H anipshire, 1911, Sec. 17 (g). 

2s2 Laws of Ohio, 1911, Ch. 549, Sec. 73; Public Utilities Acts of 
Oregon, 1911, Sec. 534; P ublic Service Conimission Law of Washington, 

1912, Sec. 87. 

2ss Public Utilities Act of "J,..,,evada, 1911, Sec. 26 (a). 

2:;4. R evised Statutes of Wisconsin, Sec. 1797m-66. 

255 P ublic Service Commission Law of Maryland, 1912, Sec. 43. 

2so Public Utilities Act of California, 1912 , Sec. 6 (b) ; Public Service 

Commission Act of W ashington, 1912, Sec. 'i. 

251 Thelen 's Report on Leading Railroad Commissions. 

2ss R eport of Co1nniitte de Public Service Corporations. 

2so See especially the articles by Professor Gray in The Quarterly Joi,rnal 

of Econo1nics, Vol. XIV, p. 509 ; ·,.rol. XV, p. 254. 

260 Ticenty-s1xth Annual Report of the Massachvsetts B oard of Gas and 

Electric Light Commissioners, 1910, p. 42. 

201 Twenty-sixth A.n1111al Report of the Massacliitsetts Board of Gas and 

Electric Light Conimissioners, 1910, pp. 39-42. 

202 Twenty-sixth Annual Report of the Jlassachttsetts Board of Gas anil 

Electric Light Commissio11ers, 1910, pp. 44-47. 
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203 For a clear account see the Fourth Annual Report of the Railroad 
Conimission of Wisconsin, 1909-1910, Part I. .A.n interesting and suggestive 
sketch is contained in Max Thelen 's Report on Leading Railroad Co1nmis
sions, pp. 31-42. Many statements in the text are based on cases adjudged 
by the commission. 

264 See the article by Mr. J. N. Cadby, Chief Inspector, in The Telephone 
Engineer for May, 1912. 

265 On the New York commissions see Thelen 's Report on Leading Rail
road Com1nissions, pp. 43-53, 65-73; Walker's State Regulation of P ublic 
Service Corpo1ations 1n the City of New York, a pamphlet issued by the 
Public Service Commission; the addresses by Chairman :Maltbie of the First 
District commission in The City Club Bulletin for January 20, 1909, and in 
The .Annals of the American .Academy of P olitical and Social Science, Vol. 
XX.XVII , p. 170; and addresses of Chairman SteYens of the commission for 
the Second District in Discussion of Present Day Proble1ns, a pamphlet 
issued by the Empire State Gas Association in October, 1907. The best 
source is, of course, the voluminous reports of the bvo commissions. ~ost 
statements in the text are based thereon. 

200 Walker's State Regulation of Public Service Corporations in the City 
of }tew York, pp. 39-41. 

261 Walker's State Regulation of Public Service Corporations in the City 
of }tew York, p. 45. 

268 Walker's State Regulation of Public Sen,ice Corporations in the City 
of 1{ ew York, pp. 22-24. 

260 Addresses of President Pierce of the International Railway Company 
and of President Humphreys of SteYens Institute of Technology, in Discus
sion of Present Day Problenis, a pamphlet published by the Empire State 
Gas Association in 1907. 

210 Bancroft's Moderation in Control of Public Service Corporations in 
The Annals of the American Academy of Political and Social Science, Vol. 
XXXI, p. 701; Bergren ·s Restrictive Legislation against Public Service 
Corporations in },Tew Jersey in The Annals of the American Academy of 
Political and Social Science, Vol. XXXI, pp. 659-670; Jones 's American 
.Jlunicipal Services from the Standpoint of the Entrepreneur in The .Annals 
of the Anierican Acadeniy of Political and Social Science, .,tol. XXVIII , p. 
371; Whitridge 's Official Valuations of Private Property in Publications of 
the American Economic Association, 1910, pp. 239 -252; Cotton's An Argu-
1nent against an Official Valuation of Railroad Properties in Pub 7ications of 
the American Economic Association, 1910, pp. 252-25 . 

• 
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2n Adams 's J[u11icipal Gas and Electric Plants in 1lfa.\sachusetts in the 

Political Sc1c11ce Quarterly, ·v·o1. X,Tlf, pp. 247-255. 

212 Brennan's Regulation and Control of Local Public Slrvice Corpora
tions by State Boards in The City Hall for Septen1ber, 1909. 

::,J See The Municipality, January, 1910, addresses by the Cit; A.ttorncy 
of 1Ianitowoc, tl.e )layor of ;Jadison. and a 1ne1nber of the City Council of 

)lihvaukee. 

214 Lapp's Public rt1lities Control in The 1!merica11 Political Science 
:Rcncu, ,y ol. I, pp. 626-63 ; Bullock's Co11trol of Public er vice Corpora
t1011s t11 Jfassachusetts in The Puul1cat1011s of tht .lmencan Economic Asso
c1at1011, 1903. pp. 3 4-414; Pollock's The Public Scn•icc Commissions of the 
State of }t cw York in The .Annals of the A mcrrca1, .!cadcmy of Pold1cal 
a11<1 Social Sc1c11ce, ,Tol. XXXI, p. 649; Ilatton 's Publ1r Sln ice Commis
sions in 1 he Procccd111gs of the American Political Sc1c11ce ,t.~soc1ation, 
1907, pp. 305-315; Hudnall's The Public Service Commission Law of TT"is

co11sin in The Prorcedings of the ..J.merican Political Science Assoc1at1011, 

190,, pp. 316-323. 

21:; Statement to the writer by :\Ir. John ~Ic,Yicar of Des )1oines. 

2;u Staten1ent to the ,vriter by :Jr. N , l{etclnnn of the Iowa State 

Boa rel of Ra ilroacl Co1nnussioners. 

21, Code of Jou a, Supplement of 1901, Sec. 1641-b. 

:i;s Letter of A. II Da, ison, Secretary of the ExecutiYe Council, Sep

tember 9, 1912. 

2,0 Aldrich rs. Paine, 106 Iowa 461, 467, ( 1 9 ) . 

2tso Code of Jou-a, Sup11lcmc11t of 190N, Secs. 720, 721; Laws of Iowa, 
1911, p 25; Bro"·n is. Carl, 111 Iowa GO , 610, (1900). 

:.~1 Code of Io1ra, 1 97, SPc 767. 

:.~2 Code of Io1ra, 1897, Sec 775, Supplement of 190 , Sec 7'iG. 

2ts3 Code of Iowa, Supplement of J.901, Sec. 2033-c. d 

281 Code of Ioua, l 97, Sec. 77,3, Supplement of 190 , Sec 776. 

2~:; Code of Ioua, 1 97, ec 2158. 

21>u Chamberlain 1.:s Io"a Telephone Cou1pany, 119 Iowa Gl9, (1903). 

:.s1 Code of Io1l'a, Supplement of 19C 1, Sec. 725. 

2s8 Code of Iorca, 1 97, Secs. 767, 7,5, 34. 

21,0 Code of Io1ca, l 97, Sec. 775. 
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200 Code of Iowa, Supplemc11t of 1907, ec. 720. 

201 La11 s of loll'a, 1909, p. 36; 1911, p. 26. 

2112 Code of Io1ca, Suppleme11t of 1907, Sec. 724. 

2na Co11stit11tio11 of Io1ca, 1 57, Art. X I, Sec. 3; Windsor i:s. Des ~Ioines, 
110 Iowa 175, (1900). 

20-1 Code of 1011 a, Supplement of 1907, Sec. 94. -
211:; Code of Iou·a, Supplement of 1907, Sec. 742. 

200 Code of Iou a, Supplement of 1907, Sec. 741-b. 

201 Code of Io1ca, Supplcme11t of 1907, Sec. 741-c. 

20s Code of Io1ca, Supplement of 1907, Title -~l. Ch. 14-a. 

2 0° Code of Iowa, Supplemc11t of 1907, Sec. 747-a. 

300 Data obtained by questionnaire. The cities are: Des ~Joines, Du
buque, Du\ en port, Cedar Rapids, ,Yaterloo, Clinton, Burlington, Ottumw·a, 
?lluscatine, I'ort Dodge, :\Iarshallto,vn, Boone, Centerville, '"\'\.,.ebster City, 
Cedar Falls, Shenandoah, and Fairfield. 

301 The Rcq1ster a11d Leader, ,July 5, 1912; letter to the w·riter fron1 
Mayor Jan1es R. Hanna, "\.ugust 2 , 1912. 

302 City of Des :\Ioines ts. Des ::-.101nes City Railway Con1pany, 214 united 
States 179, (1909). 

303 The Rcgu,tcr and Leader, February 2 , 1910, and August 22, 1912. 

301 Des :\Ioines Gas Con1pany ts. City of Des :Moines, Federal Reporter 
( 1912), not yet published. 

so:; Des \!oincs \Yater Co1npany t·s. City of Des :Moines, 192 Federal Re
porter 19:J, ( 1911). 

aoo Des .:'llo1nes \Yater Co1npany rs. City of Des )Ioines, 192 Federal Re
porter 193, 19 • (1911). 

so; C'ba1nberlain rs. Iowa Telephone Con1pany, 119 Iowa 619, (1903). 

soi, Co1upare Gray's 1'he Gas Com mission of JI assacl111setts in The Quar· 
terly Journal of Eco11om1c~. , Toi. XI\r, pp. 509-536, 310. 

300 Des ~fo1nes \Vater Con1pany rs. City of Des hloines, 192 Federal Re 
porter 193, 194, (1911). 

310 Neenah ('Yisconsin) and Dubuqne (Iona). 

311 See Fourth .A1111ual Report of the Dcpart111c11t of .F111a11cc and J11111ic-
1pal Accou11ts, '!'able of Contents. 
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312 Computed by the \\riter fron1 the .lt'ourth .1nnual Report of the De
part ment of F,11a11cc and Jfu11icipal .dcro1111t8, 1911, anil subject, therefore, 
t o the errors and on1issions thereof. The ite1n ·'annual operating·· ex

pense~ is especially untrustworthy. 

:1 Code of Joua , Supplement of 190,, Sec. 1056-a 10. 

31 • Ho11s1;; J; le, Xo. 14,. and Senate File, ,. To. 366, Thirty-third General 

A.ssen1bly, 1909 

• r H ouse File, }.o. 9, and S£11atc File, ~o. 42, Thirty-fourth General 

Assctnbly, 1911. 

u J our11al of the ll ousc of Representatives, 1911, p. 1543; J our11al of 

the Senate, 1911, p. 14,3. 

Jt7 J ournal of the .Senate, ] 909, p. 17 . 

.us J ournal of the House of Representatives, 1909, pp. 199, 733, 745, 746, 
747 , 25, 60,909, 1911, pp. 407,421,473, .363, 797, 21; Journal of the 

• 
Sen ate, 1909

1 
pp. 17 , 3 , 1230: 1911, pp. 404, 433, ,'555. 

:.10 S tate1nents of 1.Iessrs. John ~I c.Vicar and J an1es R. Hanna, of Des 

~ oines. 

a20 P eterson's Corrupt P ract•ces Legislation 111 I o1ta in this series. 

121 See Sikes 's The R elation of CJ11cago to Public Serr ice Corz,oratiu11s in 
The ...l 1111als of the .dmencan Academy of Political a11d Socu1l Science, \Tol. 

XXXI, pp. 6 9-69-1. 

3~:! Brennan's Regulatio11 ond Control of Local Public ervice Corpora
t ions by State Boards in The City Hall, Septe1nber, 1909, pp. 130 1341 133. 

3"' \Yyman 's Public Service Corporat1011s, Chapter II. 

321 Co1upare Cleveland's .llunicipal Ou·11cr.~hip as a Form of Gorer11111e11tal 
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