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LDITOR’S INTRODUCTION

THE following paper on the fi'f‘r,w/rfh'rm of Urban
Utilities in Towa is the result of a preliminary study,
by Mr. K. H. Downey, in The Hustory of Urban Utili-
ties an Towa which has been [l!;'lliilt'ql ll}' The State
Historical Soclety of lowa as a part of a more
comprehensive history of municipal government and
administration in this State. Since the larger work
will not be completed for some time it has seemed
advisable to publish this preliminary study as a ¢on-
tribution to the lTowa Applied History Series at this
time. The sources of information upon which the
author has relied will be found in the notes and refer-
ences following the text.
3ENJ. . SHAMBAUGH

UOFFICE OF THE SUPERINTENDENT AND EDITOR
THE STATE HISTORICAL SOCIETY OF IowA

[owaA Crry 1912

——p———
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AUTHOR’S PREFACE

As the title clearly indicates, this paper on Regulation of
Urban Utilities mn Towa professes to be no more than a
preliminary study of a very large 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 legislation 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
Keceonomies’’, ‘“The Political Secience Quarterly”’, ‘“The
American Political Science Review”’, ““The Annals of
the American Academy of Political and Social Science’’,
““Municipal Affairs’’, ‘‘The American Municipal Re-
view’’, ‘““T'he Proceedings of the Conference for Good
City Government’’, and various technical periodicals.
Thirdly, the statutes, legislative documents, and court
reports of Iowa were searched for public utility aets,
bills, and decisions. Fourthly, questionnaires were sent
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to the muniecipal officers of every lowa ecity of five thou-
sand or more 1ihabitants, and to the managers of twenty
five local utilities. Fifthly, correspondence and personal
interviews were had with leading exponents of various
shades of npliraiun. H]\\T!!'.fj. the writer visited the IH*WI}'-
created Publie Utilities Commission of Ohio in the spring
of 1912 and later spent a week in the offices of the Rail-
road Commission of Wisconsin.

Conelusions based upon studies such as the foregoing
are necessarily tentative. Fortunately, however, there
1S & mass of recorded experience in urban utility control

]

and a well-established body of expert opinion on the
subjeet which are readily available and which are be-
heved to justify all the conclusions reached in this paper.

The writer’s thanks are due first of all to Professor

Benj. F'. Shambaugh, Superintendent of The State His-
torical Society of Towa, who has given elose and constant
hll'w]‘h'i&IEH!_' 1O Tfallh *-’.llr]_'a'. :i!jlf LO ‘.H!;HM‘ 1'H11."J'~+'] iT OWes
much of whatever merit it may possess. Commissioners
firickson and Roemer, Dr. Marcaret Schaffner. and
Professor William Pence of the Railroad Commission of
Wisconsin ave :'I'H!'I'th]}' Hf' their liHll‘ 1T i'“{}ll:lillill‘_‘f

Des

the work of the Commission. Mavor Hanna of
Moines tiﬂh”_\ detailed the interesting itihhi]'}' of the
public utility litigation of that eity. Information was
received from many other persons, but the list is too

longe to enumerate 1n this connection

Ei. H. DownNEY
THE UNIVERSITY OF WISC
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1
THE NEED OF REGULATING URBAN UTILITIES

AMONG the problems presented by the urbanization of
modern life few are more urgent, or more diffieult, than
the social control of public service industries. Water
supply, local transportation, telephones, gas, and elec-
tricity have become necessities of life wherever civilized
men congregate i1n considerable numbers. These par-
ticular serviees, moreover, possess two special character-
1sties which set them apart from others that are no less
imdispensable. The publie service industries, commaonly
so-called, partake largely of a commercial character
and they inevitably tend to monopoly. By reason of the
first-mentioned feature these industries do not readily
lend themselves to public undertaking ; and because of the
second they can not safely be left to unregulated private
enterprise.

The services usually classed as public utilities are
commerclal in that their supply to private ecitizens an-
swers an individual rather than a collective need.! In this
respect the quasi-publie serviees are clearly distinguish-
able from those protective and developmental funetions
which every ecivilized government performs as a matter
of course. Police protection, military defense, and the
admimstration of justice are provided by the state be-
cause they are essential to the existence of organized
society. HKdueation is made free and compulsory because

11
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the community can not safely allow its children to grow
up in ignorance. But there are no such cogent reasons
for the gratuitous supply or compulsory use of street
railways or electrie lights. Current opinion holds that
these and like conveniences ean not justly be provided
from the public revenue, but that they ought rather to be
paid for by the users thereof. Being of this commercial
character such services may be furnished by the com-
munity in its corporate capacity or they may be commit-
ted to private enterprise as may be most convenient 1n
any given case.

The plan of the present paper does not require a
consideration of munieipal versus private ownership and
operation of publiec service industries. Nor 1s any pre-
sumption implied for or against either of these policies.*
It is, however, pertinent to note the special difficulties
which beset municipal undertakings in this field.

In a ecity of any magnitude the publie serviee 1n-
dustries are large commercial enterprises, involving
heavy initial investment, large outlays for upkeep and
operation, huge purchases of labor and supplies, and
much acumen in aequiring business. For, though mo-
nopolies, their market is not automatic. The telephone
habit requires cultivation. The public must be taught to
use gas for heat and electricity for cooking. Amusement
parks and residence suburbs must be developed as feed-
ers for the traction system. Business firms must be
induced to buy light, water, and power which they might
produnee for themselves. Unless wide econsumption 1s 1n
this wav secured, the economies of large-scale operation
can not be realized. Thus, as concerns production and
sale, the problems of public utility management are not
different in kind, 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 added those of a technical character. With
the exception of sewer and water systems, all the 1n-
dustries 1 question are of recent origin and, consequent-
ly, subject to rapid change. Within a generation horses
have given way to cables, and these in turn to electrieity,
as the motive power of street railways. Within a decade
‘“‘central energy’’ has displaced the dry-battery tele-
phone: the ‘‘flash-ight’” has supplanted the ‘‘drop”’
switch board; and now the ‘‘automatic’’ threatens to
supersede the costly central exchange. In electriec gen-
eration and transmission the rate of obsolescence 18 so
rapid that the inventor’s triumphs of ten vears ago are
now museum exhibits. No businesses, probably, are
more 1mmediately or more profoundly affected by the
progress of invention. None call for greater alertness
or greater courage in discarding antiquated equipment.

[t must be conceded, therefore, that the management
of local utilities calls for business and technical abilities
of a high order. Unless the eity can secure intelligence
and continuity in supervision, expert service in the en-
gineering, accounting, and sales departments, and admin-
1stration throughout with an eve single to economy and
efficiency, 1ts suceess 1n this lime 1s not likely to be
notable.? Few American communities are able to meet
these requirements. The manager of a public plant is
seldom selected for fitness solelv; and still more rarely
1s he given a free hand. Political appointments, padded
pay rolls, purchases from aldermanic favorites, and
peculation in many forms have all too frequently marked
the municipal conduct of commereial enterprises.* Mis-
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management, if not aetual corruption, has brought to
orief most large undertakings of this character in the
United States.”

The disheartening failure of some important experi-
ments has united with the inherent diffieulties of such
undertakings to hinder the municipalization of industrial
utilities in this country. In 1899 no American city owned
d ti'lt']lllnlli_' :-'»}'ﬂi.'lll. and but one H]H*l'ilil‘il a street rail-
way. Only 193 cities of 3000 or more inhabitants pos-
sessed munieipal eleetric plants, whereas 1190 were
served by private concerns. Public undertakings sup-
plied gas to 20 suech eities, private enterprise served 9956.
Moreover, such municipal operation as existed in these
industries was confined almost entirely to the smaller
places. But four electriec and three gas systems were
conduected by eities of more than 30,000 population.®

The exceptions to the rule of private operation are
water and sewer systems. These undertakings demand
less of technical expertness and business judgment than
most publie utilities, and the physical operations con-
cerned are relatively simple. The plant 1s comparatively
very durable, and the rate of obsolescence t*_\;{'u!ﬂiml:'l“}'
low. At the same time these services have ]nll_‘-_f been
recognized as appropriate governmental funetions. An
abundant supply of pure water very vitally concerns the
public health. Sewage removal must be compulsory; and
for that very reason it ought to be free, in the interest of
publiec sanitation. T'here 1s, accordingly, a strong tend-
ency toward the taking over of these utilities by ecity
governments. Out of 1087 sewer systems reported by
Ameriecan cities in 1899 but 42 were in private hands, and
of 1427 urban water works 766 were municipal enter-

]ll'ihl‘h’.
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It is probable that municipalization of quasi-publie
utilities has made some progress in the United States
since the last year for which reliable data is available.
Nevertheless, the more costly and complex utilities al-
most universally remain private enterprises. Moreover,
this econdition bids fair to continue for vears to come.
Neither in the present nor in the immediate future 1s
social control of these industries hkely to be secured
through public ownership and operation.

On the other hand, competition can not be relied on
as a regulator of urban utilities. The physical lmita-
tions under which these businesses are carried on, the
exceptional economies of unified operation, and the
peculiarly disastrous effects of competition therein are
such as to make monopoly well-nigh unavoidable. That
quasi-public services are thus ‘“naturally’ monopolistic
1s something of an economic commonplace.® Inasmuch,
however, as this faet has hitherto not been squarely
faced by the people of Iowa, it seems worth while to
make a more detailed examination than would otherwise
be justifiable of the conditions which make for monopoly
in this field.

In the first place, the necessity of permanent struec-
tures in, or under, the public highways imposes an
insuperable obstacle to ‘‘free compefition’’ 1n urban
utilities. Obviously 1t 1s out of the question to operate
rival surface railways upon the same street. Nor can
the eity permit an indefinite number of }ll'i‘x'iltt-* corpora-
tions to tear up pavements at their own convenience for
the installation and 1'!*[1:151‘ of ]ri]wa and conduits. Paral-
lel lines on separate streets are, to be sure, physically
]HHriMH-—]IHT division of ’{'f*l‘l'ilnl‘}' 1S not 1*li]||}Il‘iiiitlll.
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Such partial overlapping of each other’s area 1s the
utmost that can ordinarily be expected from competing
public service companies.

In the second place, were unlimited replication of
plant practicable the sheer economie wastefulness of such
a proceeding is prohibitive. Dual telephone serviee re-
quires twice the number of instruments, wires, poles, and
central stations that would be needed for the same num-
ber of connections on a single system. Two gas com-
panies in the same territory mean two sets ot mains and
service pipes where one would answer every useful pur-
pose. Doubtless waste of a similar kind oceurs in all
competitive businesses. But in publiec service industries
the evil is immensely aggravated by two eirecumstances
not encountered in ordinary businesses: first, each com-
petitor is obliged to provide a distributing system sut-
ficient for the entire demand of the territory served;
and second, the cost of such a system 1s enormous.

Fiven where the rival concerns serve different patrons
in distinet areas, thus avoiding physical duplication (and,
ineidentally, competition as well) there remain large
sources of waste i the mere division of i]}lt*l';ltii'llltﬁ',
Assuming the same aggregate of business, the expenses
of management, engineering, experimentation, and ad-
vertising are far greater for several companies than for
one. The purely industrial costs, per unit of product or
service, are lhikewise ereater tor a small than for a large
]rl'm!lll't'l', Indeed, the unification even of t'n!l]}l|l.=lllt+ll'[111'}'
utilities 1s usually advantageous. The consolidation of a
street railway and an eleetrie light and power company,
for example, not only affects a saving 1n overhead
charges, but makes possible a better utilization of equip-

ment. For, 1f the concerns are separately operated,
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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 ageregate plant, operated as a unit,
will meet the composite demand.

Throughout the field of public utilities, therefore,
combination is economieal, 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 oceur between
publie service companies, is apt to be of the eut-throat
variety. The advantages 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. More-
over, as already explained, each company must have a
apacity, at least as recards its distributing system,
substantially equal to the aggregate demand upon all the
companies. Since interest charges upon this excess
plant must be met in any ecase, additional business adds
less than proportionately to operating expenses. Hence
the seramble for sales and the aceeptance of new business
at low rates. The temptation to price reduction arising
from these two causes is fairly irresistible.

The consumers’ paradise thus inaungurated seldom
lasts long. A period of price entting and plant duplica-
tion is wont to be followed by consolidation, liberal stock
watering, and rates so hieh as not only to recoup the
losses of former years but to pay dividends on a mass of
hydraulic capitalization.” Not infrequently, indeed, the
attermath of irrigated securities and excessive charges
1s Inflicted on the public without the antecedent era of

)
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low prices. For competition is not always undertaken in
rood faith. Many a franchise i1s secured solely with a
& : :

LI ]

view to “H:llll“hél;_{'_'_i‘ill_i_'{ some prosperous t*ul'[ml':lﬁnll.
and for this purpose the mere power to t*ulll]u'fl* often
suffices.’ Whether Im_L:‘H:% or bona I,’!'r.f';'_ }nm'tﬂ'ﬂl'. HH* ﬁ[ml
result of ecompetition in public utilities 1s always the
same: the last state of the community whieh so seeks to
cast out monopoly is worse than its first.!!

The point may perhaps be made clearer by conerete
illustration. La Crosse, Wisconsin, had a single gas
lighting system from 1856 to 1881, when a Brush eleetrie
plant was erected. Six years later an Edison company
was chartered. The three concerns were operated in-
dependently for a time, but were united by a ‘‘community
of interests’’ after 1897, and at length, in 1901, were
merged in the La Crosse Gas and Eleetric Company.
Alarmed by the threatened cessation of competition, a
group of local business men forthwith organized a third
company and inaugurated a campaign of price cutting.
The losses of the first year brought the citizens’ enter-
prise to grief, and its plant was leased to its stronger
rival. Still undismayed, public spirited residents incor-
porated the Wisconsin Light and Power Company, sank
$300,000 1n another superfluons plant and ended by sell-
ing out to the La Cross Gas and Electriec Company. The
net results of this super-abundant competition are: (1)
a {‘Hlll]'l]l‘“‘ lighting IHHHH]HII}'; (2) four 1‘|i.-'_ininf“l] = e1l-
erating plants, so badly located and ill-equipped that
substantially all of the current used is bought from an
outside company; (3) an incumbrance of $1,732

—

property that could be duplicated for $700,000 and is

()O() upon

worth still less as a going concern; and (4) poor serviece
at high rates which yield inadequate returns to the in-

vestors.'?
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To cite an instance on a much larger scale, the good
people of Boston, some thirty vears ago, resolved to
secure cheaper gas by means of competitive bidding. In
furtherance of this laudable desien, they welcomed to
their midst one J. Edward Addicks, him who afterward
so persistently aspired to a seat in the United States
Senate. Mr. Addicks incorporated himself as the Bay
State Gas Company (of Delaware) and also as the Bea-
con Construction Company (of Pennsylvania), had the
gas company pay the construetion eompany, in eash and
notes, $5,000,000 for a plant worth $700,000, sold enouch
construction company stock to replace his actnal outlay
without endangering his control of the properties, and
then proceeded — not, as the confidine public had ex-
pected, to supply the city with water gas — but to absorb
the existing coal gas companies on terms highly advan-
tageous to himself.’® A subsequent attempt at competi-
tion, backed by the eminent financiers of the Standard
O1l Company, ended in a similar fiasco — the acquisition
of operating companies by a holding corporation and a
plentiful issue of baseless securities,

These experiences are typical. Nearly every large
city in the country has, at one time or another, made
costly experiments with competition in the supply of
public services.'” No such attempt has succeeded hither-
to nor 1s there much prospect of future success in this
line of endeavor.

But if competition is impracticable, unregulated mo-
nopoly 1s not to be thought of. As waste is the outstand-
Ing characteristic of competition in the publie utility
field, so extortionate prices, excessive capitalization, in-
adequate service, and discrimination as between con-
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sumers are the fruits of unrestraimed monopoly. These
r"xéi" are 100 '-,'*r'|- IE-{I""-‘.I'_ 1O T'i'-l!iif'i' 'i*'?.’i-i.i"i r-'-lur“-i?.'.‘l!h
Y et, since 1t 18 just these abuses that have made govern-
mental regulation of municipal monopolies necessary,

and since 1t 18 by 1ts suceess or failure 1n coping there

1 . '
a briel 1inguun INnto the nature al CANSes O these mal-
Fr!| ||T"|‘,__ V1 I T2 1 }II- |-|r'|"T:|L:+'I

EXCESSIVE (

]|TI ! L& I 1) | 11 T!IP IE { | | r'~_1_-|r'*'-||},r_ Ti

’ 5 %4 0
charges. Publie utilityv eorporations conta ecessities
‘I'l I::'Il T "I i1 1' Ir ] | | e I"*T TI"-\-\. 1 I T [ &
price of whiel imited only by what the publie will pa
rather than o without. To b re. 1 Wononolist’s
nower of extortion is not without n the a

case of street car tares. the tear « ttractine competitors
Or exciting poj vrat d espee nereased
consumption that follows every reducti nrice, all
el a1 | 1'|, I’ 14 f ) W "1 | ! 1 l } i :.!.-
a - _H"*-II-'* L1 I - 11 1'| . ] - COnm L.r'*
do exact a far higher return for the outlays ineurred by
L1 L1Aan can oradan | !-' ok Bl 1éd ] i 1111 111 ] - |
NNEeSSeSs [t 1s this abilhit LO i | i ?||;}.'-,
over and above the cost of service pert edl, that alons
creates ““tranchise valus How much this tax annually
imounts to can not be deh (elVv Stated 1 e WHho

United States. Some 1dea may, however, be gathered
from the faet that in 1905 the [.-;l. ic franchises of New
Y ork lfH} alone were .-;1|_-it;.|',_u-.| at S450.000.000 18 9
sum equivalent to a vearly tax of five dollars on eaeh

person in the metropolitan distriet. On the same basis
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the franchise values of Greater New York should now
total $600,000,000. For, in the absence of effective legal
restraint, monopoly privileges grow in value with the
city’s growth in wealth and population. Every addi-
tional inhabitant becomes a prospective patron, and a
potential vietim, of the publie service corporations.

If the piling up of fortunes at the community’s ex-
pense were the only 1ll effect of the private exploitation
of liill"frli{: utilities, the matter would be serious enough.
But that is not the sole, nor the principal, consequence of
exorbitant rates for public services. Such services enter
largely and increasingly into the expenditures of every
urban household. In 1910 the ]lm}[lii" of Greater New
York paid $28.35 per capita, or about $140 per family, for
light and local transportation alone.'® Taking all utili-
ties together, and having regard to the higher price of
gas and electricity, it is probable that the people of Des
Moines pay even more to their public service companies.
Obviously, therefore, the price of public utilities is an
important factor in the cost of living and thereby also in
the standard of comfort among the masses. Excessive
charges for water, gas, and transportation not only cause
curtallment of expenditures in other directions. but lead
to want ot cleanliness, injurious economy in liehtine and
cookery, and congestion of population near places of
employment.?® Against such results the self-interest of
a private monopoly affords no sufficient safecunard. Not
intrequently, indeed, a public service corporation has ex-
acted rates so high as to eurtail its own profits by pre-
venting a normal development of its business?' So
unenhghtened a policy is no doubt exceptional, but it
remains true that the prices charged by a private Monop-
olist, 1f left to his own devices, are almost invariably
higher than is compatible with the public welfare.
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OVERCAPITALIZATION

{H'wl'i':ll+i!:1li;’.:nTiu.r!“' 1s at once an effeet and a con
tributing cause of excessive rates., On the one hand.
stock 'ah.‘tT-'I'.!'.'_:' serves to conceal unusnal FI!'IIT'Ha hoth
trom the public and from possible competitors; on the
other hand, it may have the effect of entrenching ex-
tortion behind a barrier of vested interests. It has been
plausibly argued, indeed, that capitalization can have no
such 1mfluence on rates as 18 here contended.*® For, 1t 18
said, the completest monopoly can charge no more than
‘‘“the trathe will bear’’ and the volume of securities 1ssued

can affect neither the ability nor the desire to exact the

uttermost farthing. In this view, the effective capitali-
zation of a corporation depends Upon earnings, 1not

* * l ]
el ind the nominal (pai 3 . e stocks and
'u'a.= "]1“‘1.£Jfli-l! 01 110) | | ' ¢ !" 11 l -
Lreument o '|'!"" S certal ' | ' LOT'S { £0 1O

;|1 )l - AW 112 ] Cent il ol MM Inn | i C ! !
1"~'»I".T~ I..-|' (3111 (1] :-T.'_'I‘l-n,--'l.ulh: ..1- -1 1 VEeTTISEeS 51-h

f__"|| 17111 1|.1. A\ |I|‘|"" T L "‘:lll |.| Sl \ | =

triputed vVl ! il L1l latagitiying = 1 = |

1) 111 HEIA" 1 i B el Bl A S | = | V1 s} i
| 1 | (] 'r I! | | 1 | I

Irll.ll"!l ]' Ili" L] I"' 'tlr Irl“alI | -l | ] ? L Y,

(Yrhiti-2 | 1 1!||- 11111 = -L:' "l_' ‘.ll'r':'[ niire - el ol e . '1ay | 2
- - f - _ e :

COlNe Il]'tllal'l'l“- O11 Whiell the nolers are antutied 1o a

reasonable return within the protection of the State and
Flederal Constitutions.=? “l'wr:.’ﬁ--'.':‘.-':.' rates’ 1n court
decisions have often meant rates 1msufficient to pay divy

dends on stocks that represent no tangible immvestment.’
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That the above reasoning 1s not simply academic 1s
sufficiently witnessed by experience. The people of De-
troit were compelled to allow $8,500,000 franchise value
to a street railway whose tangible assets were but
$8,000,000.2¢  Greater New York is paying dividends on
$125,000,000 of water in surface traction lines alone.2??
The right of the New York Consolidated Gas Company to
a return upon the capitalized value of its franchise was
sustained by the Supreme Court of the United States.?®
The Chicago traction settlement provided for interest on
$40,000,000 of bonds representing equipment that had
gone to the junk heap.??

Not only as econsumers, but also as investors, the pub-
lic are ijuriously affected by stock watering. Munieipal
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 eity
of any size are almost nil. The market is secure and
fairly efficient management in the interests of the cor-
porate owners can hardly fail of financial success. If,
notwithstanding these advantages, public service stocks,
and even bonds, are frequently unsound, the fault lies
mainly with overcapitalization.

Urban utilities have heen a favorite 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 in the field of urban utilities is very
limited. Speculative enterprises are not wanted here,
and sound [l]'n_ff't.'th are financed with relative ease.
Typieally and 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.?* To provide his
profits there must be a somewhat wide diserepancy be-
tween the market value of the seeurities sold and the cost
of the property on which they are based. In a ‘““going
concern’’ this exeess may represent the surplus earnings
of monopoly. But time is required to develop the busi-
ness and realize the earnings, whereas the promoter
desires before all things a quick return. His work is
done at the ineeption, re-organization, or consolidation
of enterprises. The margin between tangible assets and
the par value of the stocks and bonds marketed by him
represents, not demonstrated earning capacity, but the
roseate hopes of speculators and the golden promises of
prospectuses.® The promoter unloads his securities
upon the unwary and leaves his vietims to recoup them-
selves as best they may at the expense of customers. If
they fail of their expectations — why, ‘‘there’s many a
slip “twixt the eup and the lip.”’

The extent to which American municipal utilities are
overcapitalized is indicated by the following table:

TABLE 1

CAPITALIZATION PER MILE oF TRACK IN 189932

London street railways ...............coo'iiieunn... $ 79,632
New York: streot PAIIWATE . con. vos for Seers Sa o o eone s 201,381
Berlin streef FOIPWEYEY S s s e ey B 74,708
Chicago street rallways ... .....oviun ot vm e oy 118,334
Liverpool street railways .......................... 94494
Philadelphia street railways ........................ 265,510
Glasgow street TailWways . ..... v veievnsinn cnue oadin H4.866
ot. Liouls street rallways .........ccimuin v ose. 306,644
Massachusetts street railways (1898) . ............... 46,600
New York State street PRILWAYS (ASIB) o ten o s e n 177,800
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Pennsylvania street railways (1898) ......... . ... 128,200
Great Britain street railways (1898) ......... .. 47,000
United States streef railways (1898) .. .....vvi... 94,100

A glance at the above table shows that capitalization
bears no relation to physieal property. The street rail-
ways of Massachusetts are superior to those of the
United States at large in point of construction and equip-
ment,* while the Philadelphia®* and St. Louis svstems
are notoriously among the worst in the country. Nor
can 1t be supposed that the surface lines of New York
and Chicago, at a time when their respective plants
urgently needed rehabilitation,” were more than twice as
valuable as the tramways of London and Berlin.

The systematic discrepancy between capital and in-
vestment appears all the more clearly from a study of
particular cases. Perhaps as good an instance as any is
atforded by the successive reorganizations of the surface
lines of New York City. Between 1886 and 1896 not more
than $5,000,000 was spent on construction and better-
ments, while the indebtedness grew from $35.486.923 to
$76,266.810, Durine the next decade about $50.,000.000
was put mto improvements, and the liabilities rose to
$234,342 823, 1In other words. rather more than $150.-
000,000 of water had been added by the Ryan-Whitney-
Widener interests to rather less than $75.000.000 of
assets.”® Messrs. Yerkes, Widener, and Elkins similarly
irrigated the Chicago streot raillways to the extent of
$79,000,000.27 T,est it he thought that traction companies
enjoy a monopoly of stock waterine. the exploits of Ad-
dicks, Whitney, and others in the field of artificial eas
may be called to mind. Philadelphia, New York., and
Chicago, as well as many smaller cities (ineluding Des
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Moines, Towa) have profited by the finaneial piloneering
of these gentlemen, but their achievments in staid old
Boston may be taken as typiecal of the rest. Thanks to a
sueeession of holding "HIH]}ElIIiI'.‘n leasings, and 1nter-
contracts, the gas companies of the Hub were, 1n 1899,
capitalized at $160,000,000 heine seventeen times the
value of the property used and useful for the public ser-
"».'imu”‘ {‘ulqlillu‘ nearer hnlllﬂ. []ll' {.'l‘-liil' H:l]riii:ﬁ H:l:-%
]Ji_'_:ill l'uln}liln}' built 1its ]r];lrlt from the ]:]'ui'm'ii~2 of
bonds and 1ssued $1::“J”“' of stock against a twenty-vear
franchise.””

[nstances might easily be multiplied,*® but the fore-
ooing will suffice. Stock watering, in the sense of an
excess of capital over tangible property, is fairly char-
acteristic of public service companies. In an up-to-date
corporation, the tangible assets are covered by mortgage
bonds. the margin over this amount which the fairly ex-
pectable earnings will justify is represented by preferred
.‘*I'-”'l'; while the common stock, at the il|1'=-]'Tilr[i of 1]1t‘
enterprise, stands only for the future growth of the com-

pany’s business.

INADEQUATE SERVICE

[nadequate service is, to some extent, the dehberate
husiness poliey of municipal monopolies. This thought
is excellently expressed by the famous saying attributed
to Mr. Charles F. Yerkes: ‘‘The dividends are in the

L

-‘*1|'H}1“~ - \\ {‘I'n\.‘,'tlu-.

car costs little more to operate than
(11 l‘IIIIIT} O11¢, Hence the more passengers per ll‘i]r the
oreater I1I|l' |1|‘HI'H- ]H'I' cal r||E|--, Hi!lr'w lll'-‘ |r11!r]"n' llil* 110
choice but to use the ill‘k‘t‘!ilililh]:”il'IlH Frl'tl‘\'-lilt'{l. the

street-car l*HTrI]HlII}' ]I:ir- 110 i1|l‘t*!li]\i‘ 1O 1I'n more ¢cars

than the traffic absolutely requires. Not ‘A seat for
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every passenger’’ but ‘‘A jam on every car’’ is the stock-
holder’s ideal of efficient management. This principle
holds of all private monopolies. In the absence of out-
side pressure no privately owned municipal utility ean be
expected to furnish service that is adequate from the
standpoint of public convenience.

Practically, indeed, local public service not infre-
quently talls below the standard set by the permanent
imterests of the monopolist. This anomaly is made POS-
sible by the almost complete separation which the modern
form of corporate organization effects between owner-
ship and business control.#2 In what may be termed the
typical case of finished financing the whole original in-
vestment 1s made by bondholders who, notwithstanding,
have no voice in the management of the corporation.
The directors and managers, being elected by and re-
sponsible to the stockholders, naturally devote more
attention to paying dividends than to maintainine the
value of the property. If the company is heavily water-
logged, the dividend requirements, added to fixed charges
and operating expenses, may easily absorb the entire
revenue, leaving no surplus for extensions and improve-
ments. Kven upkeep may be slighted and operating out-
lay reduced to the minimum. Consequently, when plant
and equipment are worn out they can only he replaced by
the sale of fresh securities. If the city has grown rapidly
in wealth and population, and if no public authority
compels a rate reduction, the new bonds may be marketed
without discharging the prior ineumbrance acainst the
property, but only at the cost of inereasine the annual
fixed charges. Kven so, the day of reckonine is put post-
poned. Soon or late, the bondholders foreclose and the
imevitable re-organization begins. Meanwhile. needed
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additions have been deferred, antiqguated equipment has
been retained, and profitable patronage turned away for
sheer want of facilities.

Such was the history of the Philadelphia Rapid
Transit Company whose balance sheet for 1906 showed a
net income of $£303,996 out of which to pay dividends on
$30,000,000 of stock and provide for additions and better-

ments.*?  Such, too, was the history of the traction sys-
tem of New York City where the operating companies, in
spite of enormous earnings, were bankrupted by high
finance and where horse cars are still in use on a line
honded for :'Ef..hJ:J::.”!h_ per mile!** Mr. Y erkes |u*11111':l1llf‘1|
to the Chicago street railways a debt of $50,000,000 and
a plant which required immediate rehabilitation as to
tracks, poles, wires, power houses, and rolling stock.*
Overcapitalization, in short, not only burdens consumers
HI]!] ”*‘I'E‘“."-» Hll':t"li}ll'}]rll']‘r-i, }rlli 1'1'1]&}1'1*.-4 HIH :-'irl‘\.'i{'l- nr 11!1'
[‘lll'IIHT'HTiHII?—@ affected.

DISCRIMINATION BY PUBLIC UTILITIES

Discrimination may be taken to mean the unlike treat-
ment of consumers under like conditions. Not every
iIH‘:]Ilil]ﬁ}' HI' rates, ]lilu'{*\'l'l'. irn 1O Iu' EH'*'HHIIIIW{ d Cdse HJI'
diserimination. Differences of price may be justified by
a variety of circumstances. Four cases may be mentioned
for the sake of 1llustration.

A. [t costs less to ?‘-illli!]}- o ‘_"]"»'i'll volume of ]H‘Hlllli'?
or service to one large than to several small consumers.
Much less distributing plant is required and the expenses
of collection and management are likewise smaller.
Within certain limits, therefore, there 1s as mueh justi-
fication for reduced rates on large quantities in a public
utility as in a private business.
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B. Service costs less per unit for long-hour than for
short-hour users. A publie utility must be prepared to
supply, not the average but the mazimum demand — and
to this demand the store which uses electric current, at
most, one or two hours per day for a few months in the
year adds as mueh, lamp for lamp, as an all-night res-
taurant. Much more equipment is needed to supply a
given number of kilowatts to the one class of consumers
than to the other. Continuous users are, on this account,
clearly entitled to lower rates, thouch the reduction is
perhaps most equitably made by means of a combined
current (meter) and installation charge (minimum
bill).** What has been said of electricity holds, in a less
degree, of course, 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 several times
the annual revenue. Interest charges upon this invest-
ment continue whether the plant runs or not. Muech of
the equipment (such as poles, pipes, conduits and build-
ings) deteriorates nearly as fast when idle as when in
use, [.”1?'-'1111'.“-1{_"5‘]}{"5*. or Hl_l]”..‘l'H["ﬁH:}HIl ]l}' imventions and
discoveries, goes on independently of the operation of
the plant. Hence ‘‘fixed’’ or ‘“‘constant’’ costs — costs.
that is, which do not vary with output — form the greater
part of the total expenses of operation.

On the other hand, the demand for service varies
rather extremely, not only from one season to another
but during the course of each day as well. Produection.
moreover, must usually be contemporaneous with enjoy-
ment. This is obviously and unqualifiedly true of trans-
portation and of message transmission. Electricity, too,
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can not be l.']l*'ilF'i-I} stored nor can gas for '-‘.11.1"'1' COIl
sumption be manufactured during the preceding summer,

ated 1n reservoirs. but

Water, indeed, may be accumu
the distributing system, at least, must be adequate to the
maximum 1instantaneous demand. Mueh of the equp
ment of every public utility, therefore, 18 needed only
for a few “*rush hours’’, standing 1dle the rest ot the day.

L IR

Hence serviee ““oft the peak’’, or point of maximum de-

mand, costs scarcely more than the ‘*variable’ or *‘par
ticular’ expenses of produection. Sales ‘‘off the peak”
at prices which will a little more than pay for the extra

labor. materials and fuel used. and for the extra wear and
1

lear e T.‘ll‘::i'-é, Ol T['E:ll'l‘.Ti' .i‘-l“! QO muen to the ii\*“.’ COSES,

and so make possible lower rates to consumers *‘on the

The reduced rates commonly eranted by gas an
Ir-||'l.'1| ['iq' |'|-|I:Fr;1|;l|-|'- Tluu[' ||,'|‘-. ,]'_1||1L 1‘ll1u-1].!,'|1rTI!H! - ir".- Lele
|r||r.-' 2 COI fu.‘!‘ ".r'-- ()] | 5'__’i.T 1= Ssad s, dlldd ]._x Streed I‘:i]l

wavs at certain hours of the day, suftheiently 1illustrate

the prineciple set forth in the foregoing paragraph. In

every such case, rates may be made which would be ruin
ous if applied to the entire business of the publie utility,
simply because fixed charges may be 1gnored 1n computf
ing the cost of ‘*slack-hour’ operation. At the same
time, specially low prices may be needed to induee manu
facturers to buy eleetriec power, housewives to cook with
oas, or street car patrons to ride during ]I1'l‘iwi-~ of heht
traffic. So long as sueh reduced rates are more than
sufficient to meet the particular costs of the service, and
so long as business 1s secured thereby which ceould not
have been had at the ordinary prieces, rush-hour con

sumers are not injured, and mav be benefited, by the

|"f'11“l'Tllii!““.
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D. It may sometimes be justifiable to seecure addi-
tional business, even ‘““on the peak’’, by means of rate
reductions. This i1s true, for instance, where a utility,
because of a decline in population or the failure of the
city to grow as rapidly as was expeeted, has a capacity
In excess of the maximum demand upon it. Tt may like-
wise be true where the addition of a few large consumers
would permit operation on a greater scale and, conse-
{[Ut*llt]}', d Iu‘ﬁ'f*l' Illlit-t'u:@f Hi' ]il'm]il:'liliil_ I'Il lm’[]l H}um*
cases the additional business adds less than proportion-
ately to the total costs of operation so that, even at
reduced rates, it will yield a net revenue which may be
applied toward fixed expenses that would otherwise have
to be met by the regular-rate customers. It may even be
better, both for the utility and for its other patrons as
well, 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.*®s And
large consumers may well be in a position to exaect such
terms, sinece they may be able to supply themselves at a
cost not greatly exceeding that of the public service
company.

The fnl'i'*_';nillf_t‘ may suffice to illustrate what may be
termed ‘‘legitimate diserimination’” 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 what-the-traffie-will-hear, prin-
ciple is recognized so far as its application is necessary
to a full development of the business. Equity as between
consumers does not require that rates shall be absolutely
uniform nor that the same percentage of profit upon out-
lay shall be derived from every class of service.?
Normal profits upon the entire business may, without
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injustice, be made up of high and low return elasses so
long as each class contributes something to fixed ex-
penses, and so long as low rates to one elass do not result
in high rates to another.

Objectionable diserimination, in contradistinetion
from legitimate classification, oceurs whenever any ser-
vice 1s supplied at no more than prime cost to the plant,
or ‘‘on the peak’ service at a price which does not pro-
vide pro rata for the fixed expenses of the business, or
whenever one person is compelled to pay more than
another for a like and contemporaneous service. Dis-
criminations of this sort may be made as between classes
of serviece, as between large and small econsumers of the
same class, or as between users of like quantities under
similar conditions.

Class diserimination sometimes results from unintel-
ligent schedule making. Thus a flat meter eharge favors
short-hour users as a flat installation echarge (so mueh
per lamp per month, for example) favors long-hour users.
F'or the ecost of serviee is made L of at least two ele-
ments: a ‘“demand cost’’, answering to fixed operating
expenses and proportionate to maximum instantaneous
demand (active installation); and an ““output cost’ an-
H\'I[i'!'ill,".l' to the variable expenses of }H'm]iu'finn and Pro-
portionate to quantity consumed.”® Inasmuch as these
two cost tactors vary independently, neither type of flat
rate can be just to both long and short-hour consumers.®?
Manufacturers’ rates, insofar as they disregard time of
use, may be open to a similar objection.”® Mo judge from
rate investigations in Wisconsin such erudities are by no
means unusual.’®  Again, manufacturers and merchants
may bhe rtl\'nl't-nf i'u'-l*;lllrll* ||'|1-|;[}n-1'_- n!' HH'HN t'|:l-~-|-.-¢ are

pecuniarily interested in the local utility. Most frequent-
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ly, however, class diserimination appears in the form of
reduced rates for large quantities — large consumers be-
ing confined to certain classes of service.

Reference has already 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 two cents per message for unlimited
business service.’* The Beloit (Wisconsin) Water Com-
pany, in 1909, furnished 265,000,000 gallons of water to
one manufacturer and two railway companies for $4,094,
whereas business houses and domestic consumers, during
the same vyear, paid $24,000 for 377,000,000 gallons.
Stated in other terms, the three favored consumers pro-
vided eleven per cent of the company’s revenue and took
thirty-nine per cent of its total water supply. Operating
costs amounted to 5.76 cents per thousand gallons: pri-
vate consumers paid 6.36 cents; while the large users
paid 1.73 eents, or scarcely more than the bare cost ot
pumpage.” 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, Il]Jl{m*]r, or overhead
charges were four and one-half eents.*

(Cases so extreme as the foregoing may be exceptional,
but they are by no means rare. Public utility managers
apparently feel that the large econsumer’s business must
be had at whatever price he ean be induced to pay; and
the large consumer takes full advantage of this attitude
to obtain service at prices mueh below its value to him.
Service at less than cost, however, requires further ex-

2
el
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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 tor the benefit of a few large nsers.

Whatever plausible egrounds may be urged for dis-
criminatory rates ostensibly based on class or quantity
of service, diserimination between persons ean 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 1mmdefensible,

Perhaps as good an illustration as ean be found of
personal diserimination is afforded by the accompanying
table of electric light rates in Marinette, Wisconsin.
These figures, taken from the records of the Railroad
Commission of Wisconsin, show 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 large and small consumers: the differences were purely
]H_'I'HIILH].

TABLE II

RATES FOR ELEcTrRIC LIGHTING OF SALOONS IN MARINETTE.
Wisconsin. 190957

NUMBER OF LI1GHTS FrLAT RATE PER MONTH FLAT RATE PER LIGHT
b s 4.50 $ .75
3 3.50 44
S 30D A7
Q 4.00 .00
4 ol 62
1 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 90
14 7.00 50
15 6.45 43
15 5.00 33
12 6.50 04
13 4.00 30
12 9.00 5
79 9.00 1114
11 6.50 oY
15 .00 99
14 7.00 .00
2] 8.50 40
6 4.50 A5
d 4.50 .00
3 1.50 .0l
o 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 Distriet of New York State found
that no fewer than 31,000 out of 337,000 telephone sub-
seribers were on special contract rates and that the re-
ductions to these favored consumers totalled $284.000
annually.”® Many similar instances have been uncovered
by the Massachusetts Board of Gas and Eleetriec Licht
Commissioners®® and by the Publiec Service Clommission
of Ohio.*” Such personal diserimination is disguised in
many ways. Sometimes disecounts are so arranged that
the net charge is less for a larger than for a smaller
quantity;®' sometimes a rebate is given for the owner-
ship of such facilities as a telephone instrument® or a
water meter,”® usually provided by the public utility:
sometimes the consumer, by private arrangement, re-
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ceives more service than he pays for, as when a four-
party subscriber 1s given a single-party phone.** What-
ever the form, the substance of personal diserimination
appears to be universally practiced by unregulated mon-
opolies.

Special favors to particular persons may be granted
for various reasons. Sometimes it is a matter of political
pull, as probably in the case of certain Marinette saloon

keepers.”” Again, concessions may be obtained through
personal or business connections with the utility owners
or managers. Most usually, however, special rates are
the result of higeling, concessions being granted to such
prospective customers as will not take the service under
the regular schedule. In this wayv exceptions to the pub-
lished tariff may become so numerous that the latter
serves only as a point of departure.

Thus far i1t has appeared: first, that large urban
utilities in the United States, at present and as a rule,
can not be efficiently operated by municipalities; second,
that such utihities 1n private hands imevitably become
monopolies; and third, that the actual and potential evils
of unregulated monopoly are intolerable. These con-
clusions are neither new nor startling. It has long been
recognized by economists that there 18 a field of natural
monopoly within which competition is neither practicable
nor expedient; and English law from of old has subjected
monopoly to a degree of regulation not deemed necessary
111 {‘:llII]wTiTi\.'i- businesses,

F'rom very early times every business which involved
virtual monopoly of a common necessity has been treated
as a publie calling, charged with extraordinary duties,
and hedged about with exceptional restrictions.*® In the
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Middle Ages, when travel was difficult and travellers
were few, there was commonly but one place of public
entertainment in a village, but one horseshoer in a
countryside, and but one ferry upon many miles of an
unfordable stream. Under these circumstances eustom-
ary law required the inn-keeper,”” the smith,*® and the
ferryman®? to render good and sufficient serviee, to serve
all comers without distinetion of persons, and to charge
no more than a reasonable price. Similar duties rested
upon the surgeon®™ when medical knowledge was closely
monopolized, nupon the vietualer™ before the davs of com-
petition in the retail grocery business, and upon the
common carrier ™ from the beginnings of regular trade
to the present day.

T'he list of public employments has been altered from
time to time to meet changing economic and soecial ¢on-
ditions, but the Ii]lllt'l']}'-ll]‘_l' ]H'itH'i]iIl*a of the law have re-
mained the same throughout. As was said by Lord
Justice Hale some three hundred vears ago, businesses
that take on the character of monopoly ““are affected
with a publick interest, and they cease to be juris privati

only.””™ This principle, never wholly lost sight of,7* was
authoritatively reaffirmed two centuries later by the Su-
preme Court of the United States in the notable case of
Munn vs. Illinois,”™ and has since been applied in many
decisions to an ever-expanding realm of economic life.?™

Urban utilities clearly ‘‘are affected with a public
interest’’. T
public grant; they exercise the right of eminent domain
by authority derived from the State; and they possess

ey oceupy the eity’s streets by virtue of a

the power of monopoly over common necessities. Hence
they are rightly termed quasi-public businesses and sub-

jected to an exceptional degree of governmental control.
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Fortunately there is no longer any dispute as to the
need of regnlating publie service companies. The neces-
sity of soecial control in the publie’s interest is admitted
even by the spokesmen of the companies affected.”™ The
only questions are, in what way and by what arm of gov-
ernment shall such control be exercised? Shall the task
of recgulation be entrusted to the {‘if}' or the State, to the
legislature, the executive, or the courts of law? Shall the
restrictions imposed be rigid or elastie, in the nature of
commands or of prohibitions? What limits shall be as-
signed to the regulative authority and how much of initi-
ative and diseretion shall be left to those who adventure
their private means in public service industries? To
throw some light upon the answer to these and like ques-

tions, by showing how they have bheen answered else-
where and with what results, 1s the purpose of the present
study.




L1
THE FAILURE OF LOCAL REGULATION

THE organ of urban utility control that lies nearest at
hand and has been most extensively tried is the eity gov-
ernment. The municipality possesses certain very ob-
vious advantages for dealing with its own public service
problems, and these the advocates of ‘‘home rule’’ have
not failed to emphasize.”™ The city’s officials are familiar
with local conditions and are immediately responsible to
the community affected by their acts. None the less,
American cities have generally, and somewhat conspicu-
ously, failed in their attempts to regulate privately
operated utilities. Of the reasons for this comprehensive
tailure, some are eradicable and, so to speak, accidental;
others are permanent and inhere in the nature of the
[l]'nirh'HH to be solved.

Of the obstacles which may be termed accidental, two
only need here be mentioned — the prevalent misgovern-
ment of American eities and the inadequate powers
hitherto vested in municipalities.

Munieipal misrule, boodle councils, autoeratic bosses,
and civie indifference too frequently have incapacitated
our ecities for the performance of the most ordinary
functions of local government. Much more has the in-
eptitude of eity administration prevented intelligent
handling of the complex problems of public service regu-
lation. i‘ﬂﬂl'IHIHITI'f}‘. however, there are now abundant
signs of the coming of a better order in things municipal.

G
o
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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 ecitizen, give credible promise of effective
eity management. The outlook is particularly hopeful in
Lowa, where great progress has been made within a half-

dozen years.™ Misgovernment, accordingly, is to be
accounted a temporary and extraneous obstacle to
municipal control of local utilities.

Much the same may be said of the insufficient powers
hitherto given to city governments. Partly on account
of the prevalent corruption of city politics, partly be-
cause governors and legislators desired to share in
municipal patronage and municipal graft, most cities of
the United States have been kept in leading strings. The
State has imposed an arbitrary limit upon debts and
taxes, preseribed the form of internal organization, with-
held the most necessary powers, and interfered at will in
matters of purely loecal concern.®® The cities have thus
been heavily handicapped in their dealings with public
service companies. They have lacked the power to ac-
i;llil‘l' ll’['ilif}' [ll'nin‘]'tii‘ﬁ and the ftunds to pay for them.
They have been denied the authority to examine accounts,
supervise construetion, control capitalization, and compel
;nlmlu;liv serviee, But these defects of power are not
incurable, nor do they prove the inherent incapacity of
cities to regulate their own publie service industries.

There are, however, substantial and irremediable dif-
ficulties 1n the way of munieipal control of local utilities.
Since there still are advoeates of unqualified home rule
in utility matters, it may be worth while to examine
certain of these inherent impediments, even at some risk

of tediousness.
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In the first place it should be noted that some subjects
which 1t is highly important to regulate are beyond the
competence ot a city government, however well-conducted
and however ample its powers for local needs. The
organization and powers of corporations and the issue
and transference of corporate securities must be gcov-
erned by general laws, uniform throuchout the State.
Hence, the vital matters of ecapitalization and consolida-
tion or merger, can be controlled only by a central
authority:.

Again, urban utilities to an increasinge extent trans-
cend the limits of a single municipality. In the telephone
business out-of-town calls are so important that no com-
pany which does not provide long-distance connections
can hope to gain or hold subseribers. The suburban
trolley lines radiating from a city like Des Moines are
physiecally, if not corporately, stems of the street railway
system; while, per contra, interurban companies often
control the street railways of smaller places. Gas, elec-
tric, and even water companies sometimes serve more
than one community. For example, water, gas, and elee-
Tl‘i['ii}' are .-~'ll[|]>1i£*t1 to \r;lHl_*}' Junction I}_\‘ Des Moines
companies; Cedar Falls receives its cas. electricity, and
telephone service from Waterloo; and Marion is similar-
]}' an appanage ot Cedar H:.i;lielr-: m respect to its ]Hllrlif*
utilities. There is, then, a considerable and OTOWINg
mass of inter-eity utility relations which must be con-
trolled by some authority superior to the municipalities
concerned.

lurthermore, the regulation of public service COTPO-
rations is too complex and costly an undertaking for any
but the largest cities to attempt. Rate-making. valua-
tion, the supervision of service, and the prevention of
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diserimination call for a ]Iif_{‘ll tlt*_!._"l*m'* of technical knowl-
edge and administrative capacity. No munieipality in
this State does, or could afford to, maintain a staif of
engineers, accountants, and other experts sufficient to
ascertain, from time to time, the value of utility proper-
ties, keep track of new construetion, replacements, and
depreciation, compute unit costs of production, interpret
current accounts of maintenance and operation, and test
the zlnlwulzu*}' of the service received lr}' the |rllhli1*, That
1s to sdy, 10 lowa t'-ll}' does, or can, }l]‘n‘x'itlt* itselt with
the information needed for intelligent utility regulation.
Nor ean any community of moderate size secure a com-
petent administrative body. The mayor and the city
counecil ean not, in addition to their other duties, be
i]i*l*]ll}.' ‘x'{'l‘r-'t*ii ilt 1lt”i1}' 4|ll**.-'1ilm.-«'. r“li* Ccosl Hf d [li,!_"h
orade commission which should devote its entire time to
local utilities would be prohibitive, and an unpaid body
— sueh as some cities possess®'— could not be expected
to accomplish mueh. KEven were it feasible for the cities
singly to provide effective supervision, a central com-
mission for the whole State would obviously be far more
economical.

Finally, a municipal government can hardly be ex-
]H't‘-h*:i to prove 4 Hllihllﬂl'hll'}' arbiter between a local
utility and its patrons. The eity officers are rather the
advocates of the constituents upon whose votes they de-
pend than impartial judges of the matters in controversy.
[t must be remembered that justice to publie service com-
panies is as important to the public as to investors. If
utility companies are needlessly harassed, 1f unreason-
;11I|}' low rates are im]mm*{i or unreasonable serviece
exacted, capital will flow to more attraetive fields and the
city will suffer from inadequate facilities. Kven-handed
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justice, however, is not often to be looked for from an
interested party. Add to this inevitable bias the too
trequent popular exasperation over real or supposed
wrongs and the further fact that a rate ordinance com-
monly 1s the culmination of an anti-corporation cam-
paign, and it will be seen that the chances are against
tair dealing on either side. On this eround alone. a
tribunal removed from local interests and animosities is
highly desirable.

These a prior: arguments are abundantly supported
by actual experience. Municipal control of public ser-
vice corporations has been a prolific souree of corruption,
il;lr% J['uh'{'f*l‘l't] l”—‘s‘»l” ]li‘t;\'{'l'll [’nlll]l:illiw-: ;1]“] consumners,
and has failed to correct the abuses at which it was
aimed.

lor want of suitable administrative machinery regu-
lation has been attempted by means of stipulations
inserted in franchise grants. The applicant for a fran-
chise is a seeker of favors and is usually willine to make
conecessions. This mode of ]'i'f_t‘ilhl'[ll_nll lltlﬁ, }Hl"-.i'i“i.'f‘l'. 1m-
portant disadvantages.

Franchise makers ecan not foresee the city’s growth
nor the technical changes whiech may revolutionize the
imdustry during the life of the contract. In the course of
the ”f-*if_:'||lit*:-”. the water process reduced the cost of
luminating gas by one-half; within the first decade of
the present century, the incandescent mantle has made
tuel gas available for lighting purposes and rendered
obsolete the candle-power test of efficiency. A street
rallway franchise granted twenty-five vears ago would
have witnessed the supersession of horses by cables and
of cables by trolleys. There is no reason to suppose that
the transformations of the future will be less rapid or
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complete. This, then, is the first drawback to regulation
by franchise: the terms are no sooner agreed upon than
they begin to be obsolete. To grant a long-term, rigidly
drawn franchise, is to tie the hands of the city with a
contract the conditions of whiech become more inappli-
cable with every passing year.

On the other hand, a short-term grant, such as the law
of Towa now requires, is just neither to the public nor to
investors. If treated in good faith, as a terminable grant,
the investment must be ‘‘amortized’’. That 1s to say,
over and above operating expenses, upkeep, interest, and
ordinary dividends, a sinking fund must be accumulated
for the retirement of bonds and the redemption of stock
at the expiration of the franchise. This would necessi-
tate very high charges and would lead also to indifferent
maintenance in the later years of operation. In practice,
the renewal of a short-term grant commonly 1s counted
upon by both the city and the grantee. The termination
of such a franchise finds both parties at a disadvantage.
The city can not do without serviee pending a new agree-
ment, nor can it foree the existing utility to sell its plant
to the munieipality or to another corporation. The com-
pany can neither remove 1ts permanent structures nor
dispose of its property at anything like its real value.
Under these ecircumstances each party attempts to
“hluff’’ the other into an unfair bargain. The eity
authorities talk loudly of ecompetition, or — as once hap-
pened in Des Moines®*— prepare to oust the old ecom-
pany from the streets. The company retaliates — as also
oceurred in Des Moines®*— by setting up the elaim of a
perpetual right, or, as in Columbus, Ohio, by threatening
to ““turn off the gas’’

Fiven a provision for municipal purchase is but a
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partial protection against the ills of a short-time grant.
Moreover, no practicable franchise can be short enough
to avoid the objections of too great rigidity. Private per-
sons will not invest large amounts of capital in a quasi-
public enterprise unless there is reasonable certainty that
their principal, at least, will be returned before the ex-
piration of their rights. Twenty-five vears appears to be
near the mimimum duration necessary to attract capital
on favorable terms, and this period, as has been seen. is
long enough to permit of two revolutions in a publie
service industry. The only thorough-going remedy 1s a
revocable franchise, with a public purchase clause and
provisions for the periodic revision of rates and the con-
tinual supervision of service — which raises again the
administrative difficulties already spoken of.

Franchise granting notoriously occasions a laree
share of the corruption and misrule that so commonly
prevail in the government of American cities.* The ex-
clusive privilege of supplying gas for public consumption
may be worth millions in a metropolis, thousands in a
country town. It 1s often cheaper, and sometimes easier.
to obtain the privilege by bribing the council than by
compensating the city or by makine concessions to con-
sumers. HKven when the city fathers are personally
incorruptible, they may be indirectly bribed by an offer
to light the streets at less than cost, or furnish free tele-
phones in the city hall — and make it up at the expense of
private consumers.*® Most muniecipalities are chronically
out of funds, and it seems simpler to replenish the public
treasury in some such covert way than to raise the as-
sessed valuation of taxable property. Trickery, also, is
resorted to and well-intentioned officials are over-reached
by sharp practices.S®
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The well of corruption is not stopped when the fran-
chisg is secured. The utility company is always 1n need
of renewals, extensions, permissions to operate 1n streets
not heretofore oceupied, and other favors. The city gov-
ernment, for its part, has a continuing power of annoy-
ance and many a ‘‘strike ordinance’’, professing to
require a minimum temperature of sixty degrees in street
cars, a uniform pressure in gas pipes, or the removal of
unsightly poles from the thoroughtares of Redbrush, 1s
destined to no other end than to shake the plums from
the corporation tree. Hence the utility companies go into
local politics for reasons offensive and defensive. They
are behind every local machine, and they back every ecity
boss from the Grand Sachem of Tammany to the petty
dietator of an Towa town.’™ Nor is it only the betrayal
of public trust that springs from this state of affairs.
Public utility relations, which ought to be settled 1n a
spirit of judicial fairness, after full inquiry, are threshed
out in the midst of a hot political campaign. Often, in-
deed, such questions dwarf every other issue in a local
election and divert public attention for years from the
ordinary functions of municipal government. The gas
troubles of Boston®® in the ‘‘eighties’’, the street railway
dispute in Detroit®® under Mayor Pingree, and the pro-
loneed traction controversies of Chicago® and Cleve-
land®! in more recent years, are instances in point.

If bareaining is thus seen to be ineffective as a mode
of regulating local utilities, regulation by city ordinance
is not mueh more satisfactory. Rate ordinances seldom
are based upon extended inquiry or exact knowledge.
The celebrated ninety-cent gas ordinance of Des Moines,
for example, was hurried through the City Couneil when

no representative of the gas company was present.”
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Fiven in those rare cases where investigation precedes
legislation the investigator’s findines are as likely as not
to be ignored by the lawmakers. Chicago, for instance.
paid $10,000° for a report by Mr. William J. Hacenah
recommending that the price of gas be fixed at seventy-
seven cents, and then proceeded, after an exciting
campaign waged largely on the gas issue. to enact a
seventy cent ordinance.”* The particular cases just men-
tioned are neither unusual nor extreme. As already
explained, decisive action is apt to be taken in a time of
hgh-wrought feeling and to represent popular prejudice
and resentment, rather than intellicent judgment. Often
indeed, as 1n Iiw Chicags gas case, the ordinance fulfils
a campaign pledge. Whether or not imjustice is done, the
utility affected is pretty sure to appeal to the courts and
delay the enforcement of the reduced rates for some
years, even if it does not finally establish their inv: Uidity.

T'he attempt to control rates and service by n]nllll;lll(**
amounts, in fact, to regulation by lawsuit. The informa-
tion upon which the city’s statute should have heen based
1s obtained after its enactment. by a master in chanecery,
and the legislation is made to stand or fall by the facts
so established. In all such litication the city is at grave
disadvantage,

[n the first place the public service company 1s certain
to have the longer purse and the abler advocates. Few
local utilities of dany consequence are controlled h‘\ local
capital. Ten out of fifty Towa companies mvestigated by
the writer are foreign corporations and twe ntv-two oth-
ers are controlled ]1_\ hole ling COIn ]hIIlIf*.‘*. The traction
system of Des Moines is owned by the MeKinley syndi-
cate; the gas works by the United Gas Improvement Com-
pany of Philadelphia. The American Telegraph and
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Telephone Company controls nearly all the important
exchanges in the State. In fact, the finaneial strength of
the local ntility 18 to be measured, not by 1ts local Imeome,
but by the resources of the great combination of whieh it
1S a part.

In the second place, the facts upon whieh the court’s
decision will depend are in the keeping of the company,
not the eity. Books and accounts may be produced in
conrt but damaging records are likely to be **lost™ or
imadvertently destroyved. The eity’s investigators, not
infrequently are hindered as much as possible, and their
"‘*I]‘.’l;;T*'-- ot ir.wwlnu-t;t. irtl'1*1|:", ;l.'i‘] costs of IrF"*'J|11'T§-1T!
are often hittle better than guesses, Add to these ob
stacles the faet that +-x|---r'1- whose ftuture :'I'--'zi!|~!|t|]
depends upon employment by private corporations are
loth to testify for the eity and the diffieulty of obtaining
evidence on behalf of the publie will be apparent. Hence,
cities often lose utility eases which, on the merits of the
controversy, they onght to win.

If cities have, on the whole, tailed eftectual Vv 10 regu
late rates and serviece, they nave -+'.'LI'|'1-i_1 .':T‘.--!!:Nt-ni LO

nrevent stock watering, corporation wrecking, deteriora

tion of service. and diserimination between patrons. ‘I'he
Jaring instances recited in an earlier section of this
paper all oceurred under municipa upervision.  Nor
as thi ilure to correet these abuses | due to

| an 1o r - st 1nicipalitns |1 over
Ditallza O] l OO 1 DIANT SKl11l i |\
OeS DOOT SE) iseruminat Lo hey
O a1 i ! ' i | i arati
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do not have, and can not obtain, information on which to
base a classified sehedule. Nor is the means at hand to
prevent departures from the published rates by way of
rebates, private agreements or otherwise.

Eiven municipally condueted utilities are not superior
to the need of outside supervision. However honest and
well meaning, local authorities rarely are equal to the
task of keeping accounts in intelligible form. It 1s an
exceptional city whose responsible officials can tell wheth-
er the municipal light or water plant 1s making or losing
money, and on what kinds of service such gain or loss 1s
incurred. Receipts and disbursements usually are elassi-
fied by 1rrelevant funds’and so fail to show the ‘‘fixed’’,
“output’’, and ‘‘consumer’’ costs, or the net income
from each class of consumers. In providing for funec-
tional ‘‘general’’, ‘““‘contingent’’, ‘‘bond’’, and ‘‘tax’’
funds, the necessity for a depreciation fund 1s apt to be
overlooked. In many ecases a fictitious profit 1s shown by
ignoring interest, depreciation, and expenses of manage-
ment, or an apparent deficit produced by tailure to eredit
the plant for service rendered to the city.

Benighted bookkeeping of the sort above set forth 1s
so common that particular instances may seem invidious.
Yet, because general statements are at onee easy and un-
convineing, a few illustrations will be ventured with the
caveal that these eities have not sinned above others that
are 1n Iowa. The records of the Madison (Wisconsin)
water works were kept in such shape that the Railroad
Commission was obliged to make up a new set of accounts
from the original vouchers in order to ascertain the con-
dition of the business and the reasonableness of the rates
charged.?® The Jefferson (Wisconsin) Water and Light
Commissioners failed to separate the operating aceounts

4
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of their water and light plants, with the result that the
former was losing money without the commissioners be-
ing aware of the faet.?” Similar conditions existed with
respect to the Cumberland (Wisconsin) eleetrie light and
water plant.”® 1In none of these cases was a proper de-
preciation account kept, or a proper subdivision made of
construetion and operating costs.

T'o eite an lowa instance, the published reports of the
Dubuque City Water Works do not reveal the amount of
water furnished to the eity, the sechool distriet, business
establishments, or private residences, the rates paid by,
or the costs f'||.=.11'_‘_i'1‘£l|11i* to, daly class of consumers, nor
the cost or value of the plant. A net profit is indieated on
the face of the returns; but sinee no allowance is made
for interest, depreciation, or taxes, and no credit given
for water consumed by the eity, it is impossible to tell
whether there was not in fact a deficit.?® Yet the Du-
buque report is a rather favorable specimen of Towa
municipal accountaney.

[t may be thought that faulty accounting is, at worst,
a venial offense. But bad bookkeeping, like charity, cov-
ers a multitude of sins. Eeonomical management is
unlikely when neither the people nor their elected repre-
sentatives are in a position to deteet extravagance or
peculation. Diserimination is almost certain when nd
one knows how mueh any class of consumers ought in
fairness to pay. Under such cirenmstances the com-
mercial users, with their superior organization and po-
litical influence, are wont to be favored as against

householders. Free serviece to the citv or other publie
A I

bodies similarly relieves taxpayers at the expense of con-

« 101

sumers while the opposite effeet 1s produced by a

deficit made up out of the general revenues. ! Disregard
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of depreciation, lastly, leads to periodic and permanent
inerease of the publie debt and of the burden upon tax-
I-]ﬂ}-f.jl'?"‘.l”:

Both theory and experience, therefore, would seem to
require some form of State control over urban utilities.
Not that the municipahties should be stripped of all an-
thority in the premises. On the contrary, a considerable
measure of home rule in public service matters should be
retained. Loecal powers might even be inereased in some
particulars. But the State should take over those phases
of utility regulation which munieipal governments are
not well fitted to control and should supervise the admin-
istration of other matters that are entrusted primarily to
the local anthorities.




I11

THE APPROPRIATE ORGAN OF STATE
REGULATION

[r the State 1s to exercise control over urban utilities, it
must provide an organ appropriate to that function. The
work ean not be effectively performed by the legislature,
the courts, or the ordinary executive. So muech is clear
from the briefest consideration of the problems ivolved
in utility regulation.

A high degree of flexibility is indispensable to the
successtul eontrol of local utilities. Conditions vary so
much from place to place that uniform rates for serviee
or uniform rules and regulations are wholly 1mpracti-
cable. The ecity’s population, 1ts density and 1ts rate of
increase, the wealth of the community and the distribu-
tion thereof, the presence or absence ot water power, the
proximity of a coal supply, the topography of the eity,
the facilities for railway transportation, and many other
circumstances, affect the volume of sales, the unit costs ot
production, and the reasonableness of particular rates.
Within the same community the advance of the industrial
arts, the growth of population, the encroachment ot man-
ufactures nupon residence districts, and the building up
of new suburbs operate, among other causes, to alter the
conditions under which ]Hl]r”{' service businesses are car-
ried on.

Hln'in11-i}' 110 li';'isl:lii‘n'w IH_HI_'\' could ll]lli“l't’El'{t‘ the de-
tailed supervision of such businesses throughout a
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populous State. Time would not suffice for the hearings
and debates upon the numberless private and local acts
that would be required. Nor can a legislature, by any
stretech of the mmagination, be supposed to possess the
special knowledge necessary for intelligent rate making.
As was well said by the Supreme Court of Wisconsin,
““ Because of the multitude of detail, the intricacy of the
subject, the expert knowledge required, the numerous
separate investigations of inter-related questions of fact
which are necessary, and the necessity for frequent
changes and adjustments in rates or service, a legislative
body, the members of which are chosen for short terms
from the body of the people, would find it an actual rather
than a legal impossibility to fix just and reasonable
rates’’.'® In lowa this whole field 1s foreclosed to the
General Assembly by the constitutional inhibitions
against special legislation.!”*

The courts, also, are peculiarly unfitted to deal with
questions of utility rates and service. In the first place,
litigation between 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 1s sufficiently
agerieved to shoulder the immense pecuniary burden of
prosecuting a case through successive State and Federal
tribunals; (2) that, since no court can undertake an in-
dependent investigation, the nltimate findings must rest
upon ‘‘that most unsatisfactory evidence, the testimony
of experts employed by the parties’” ;%" and (3) that the
law’s proverbial delays — and expenses — intervene be-
tween a wrongful charge or practice and its remedy.

In the second place, the facts found require to be in
terpreted and applied by men, who indeed are learned 1n
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the law, but who have no speecial knowledge of business
in general or of local utilities 1n particular. Their very
expertness in an alien field 1s an obstacle here, since legal
reasoning 18 metaphysical and deductive whereas ac-
countaney and engineering deal only with matters of
fact. Lastly, courts have no admimstrative machinery
adequate to the supervision of publie utility corporations.

The courts themselves have been not unmindtful of
their own Iimitations. When the issue was first raised in
the ‘““*Granger Cases’ thirty-six vears ago the Supreme
Court of the United States held that rate-making 1s a
legislative function, with whieh courts can have nothing
but ju-

to do.'"® This view was shortly abandoned,'"
dicial review of rates fixed by legislative authority has
always been confined to the determination of the single
question, whether the rates thus preseribed were so un-
reasonably low as to effect a practical confiseation of
property.'°® In other words — and this 1s a prineipal
drawback to regulation by lawsuit — a court can only
uphold or overthrow the particular rate complained of 1n
the case before 1t. It has no power to substitute a new
rate for one deeclared unlawful,"® muech less to econstruet
a complete tarift of charges.

F'inally, the ordinary executive officers of the State
have neither the time nor the special fitness to supervise
a multitude of loeal ntilities. To pass intelligently upon
an application for an inerease of capitalization requires
an investigation into the value of the property, the rates
and earnings of the corporation, the amount of bonds and
stoeks outstanding, and the public necessity for enlarged
facilities. To make a schedule of rates that shall be just
to consumers and investors alike 1t 1s needful to know

the value of the property devoted to the publie use, the
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unit cost of produection for each class of service and the
returns reasonably to be expected from the rates pro-
posed to be put into effect.'’® 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, seientifically pre-
pared blanks; and the data thus secured must be compiled
and interpreted by a trained statistician. All this de-
mands administrators who are familiar with matters of
finance, accountancy, and engineering and who are not
burdened with a multitude of disconnected duties.

The control of publiec service industries, in fact, be-
longs to no one of the traditional departments of govern-
ment. Rate-making and the regulation of service are
legislative funetions in so far as they consist in the
formulation of rules for future observance.''* 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.'*? The work of making
inspections, tabulating reports, and supervising accounts
may be termed executive. But these distinetions are
rather more nominal than real.'® Regulations, to be
valid, must be reasonable, so that the determination of
facts must precede the promulgation of rules. So, like-
wise, the granting of a permit to issue additional bonds
or to engage in competition with an existing utility ecom-
pany, while necessarily a matter of executive diseretion,
turns upon the conclusion drawn from a ecomplex group
of facts. In a word, legislative, executive, and judicial
powers and duties commingle at every turn in the regu-
lation of Inllh]i(' utilities.

[f any one designation is to be selected for the fusion
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of funetions above deseribed, undoubtedly the term ad-
ministrative best fits the case.’ The legislature can not
enact minute rules for each publie service corporation in
the State, but it can provide in general terms that rates
shall be reasonable, service adequate, and eapitalization
represent no more than actual investment, leaving it to
the administrative authority to determine in detail when
these conditions have been fulfilled. Such determination
1s not legislation ;'™ nor is it interpretation of the law in
the judieial sense,''® 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 necessary to give it effeet, that is of vital conse-
quence for the control of publie utilities.

The foregoing considerations clearly point to the need
of an administrative board unhampered by the traditional
and now largely diseredited 7 division of powers. Such
a board, being a permanent body always in session, can
exercise a constant, serutinizing supervision which nei-
ther courts nor legislature 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 judieial procedure, nor by the necessity
for uniformity that is imposed upon a legislative body;
It can adapt its rulings to the particular eircumstances
of the case before 1t and thereby insure that flexibility
which is so desirable in public utility regulation. It can
be provided with machinery for investigation such as no
legislative assembly and no judiecial tribunal does, or ean,
possess. And, not least of its advantages, the board ean

use this same machinery to give effeet to its deecisions.
That a State may constitutionally ereate such a board
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as 1s here contemplated, and may clothe it with powers
which, while primarily administrative, partake also of
the legislative and judicial eharacter, there can be no
doubt.'™™ The expediency of so doing is attested by the
suecess of the United States Interstate Commerce Com-
mission and of many State railroad commissions. More
specific testimony to the same effect is afforded by the
publie service commissions which now exist in seventeen
States. An examination of the statutes ereating 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 utility regulation in Towa.

By
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PUBLIC SERVICE COMMISSIONS IN THE
UNITED STATES

State administrative control of urban utilities began 1n
18R]5 with the ereation of the Massachusetts Board of Gas

I |

(‘fommissioners,'*® changed two years later to the Board
of Gas and Electrie Light Commissioners.'* This ex-
[H*I‘iIrll-!iT was not the result of H‘fi~if'-]rl‘i*;1+1 ;m}-lll:tl' de-
mand : the act establishing the commission was lobbied
throueh the General Court by the Boston Gas Company
as a stratecie move in its memorable struggle with J.
Rdward Addicks.?* Notwithstanding this somewhat un-
savory origin the Board has had an honorable career ol
public usefulness and has exercised an important imfiu-
ence, ir} way of l‘.\'.iH!IIF|". npol the 1!1*\‘1*&11[!111%11 of urban
1]Ii“1}' control 1n other States. ==

[n addition to its Light Commissioners, Massachusetts
has a Railroad Commission with some jurisdiction over
street railways and a Highway Commission which 1in
190612% was given a limited control over telephone com-
panies. But the earliest commissions with wide powers
ombracine all urban utilities were established almost
simultaneously by New York and Wisconsin in 1907,

In New York Stafe a Board of Railroad Commission-
ors. a Commission of Gas and Electricity, an Inspeector
of Gas Meters, and a Rapid Transit Board had all and
severally failed to prevent overcapitalization or ef-
fectively control the rates or service of municipal mo-

a0
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nopolies.'** The several boards, in fact, had proven quite
innocuous — partly by legislative intent, partly because
of weak personnel. Their jurisdietions, moreover, were
over-lapping and to some extent conflicting, their powers
feeble and feebly exercised, and their machinery at once
cumbersome and 1nadequate.'®”®  Meanwhile Messrs.
Whitney, Ryan, Belmont, and other exponents of high
finance were making plain to the meanest intellicence the
evils of uncontrolled monopoly. At length, under the
leadership of Governor Hughes, the futile regulative
bodies were swept away and in their stead were installed
two publie service commissions — one for Greater New
York, and one for the rest of the State,!26

In Wisconsin, also, the legislative conscience was
quickened by flagrant abuses — especially in the prin-
cipal city of the State.'*” Effective control of public
serviee corporations was, moreover, a prominent feature
in the ecomprehensive program of social reconstruection
for which La Follette and the State University were joint
spounsors. A Railroad Commission, clothed with plenary
powers, was created in 1905'** over bitter opposition ;!2*
and two yvears later its jurisdietion was extended to
urban monopolies of every deseription. The Publie Util-
ities Aet of 1907 was drafted by Professor John R.
Commons of the State University of Wisconsin in con-
sultation with Mr. Halford Erickson and Professor B. H.
Meyer of the Railroad Commission.’® The Wisconsin
statute concededly is one of the best-drawn, as well as
one of the most effective laws of its kind, and has served
as a model for similar legislation in a number of States.

Following the example of New York and Wisconsin,
public service commissions were established by Geor-
gia'®* 1 1907, by Vermont'** in 1908, by Maryland 3+
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and New Jersey'*® in 1910, by Californa,**® Con-
necticut,’”” Kansas,'®® Nevada,'*® New Hampshire,'*"
Ohio,**!' and Washington'** in 1911, and by Rhode ls-
land *#* in 1912. In addition to these Oklahoma, by the
State Constitution of 1907, provides for a Corporation
(‘fommission with some jurisdietion over publiec ntilities,***
and Oregon, in 1911, enacted a Publiec Utilities Law, sub-
ject to referendum at the November, 1912, election.**”
Thus legislation looking to eentral administrative eontrol
of urban utilities has been enacted by seventeen States,
including five New England, three Middle Atlantie, one
South Atlantie, three North Central, one South Central,
one Rocky Mountain, and three Paecific Commonwealths.
A legislative movement so widespread and of such recent
and rapid growth challenges the most serious consider-
ation.

The most important features of the recent publie util-
ities legislation are exhibited in convenient form by the
accompanying tables. A somewhat more extended com-
parison is, however, necessary to an intelligent compre-
hension of the several statutes.

THE COMMISSIONS1®

The commissions, execept in Georgia, Oklahoma, and
Oregon, are appointive, generally by the Governor and
Senate: and in most cases the Governor has also the
power of removal for cause. The number of commis-
3 ¢ 18 five in California, Georgia, ¢ New York, and
sioners is five 1in California, Georgia, and New Y ork, and
three in the other States. Terms vary from three to six

vears — the longer period predominating. Salaries
range from $1,700 in Vermont to $15,000 in New York —
$4.000 to $6,000 being the prevailing amount. In Georgia
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URBAN UTILITIES IN IOWA
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only the chairman is paid, and in six other States the
chairman receives a higher salary than his colleagues.
[n most cases commissioners are required to devote their
entire time to the work and are forbidden to own any
interest, direet or indirect, in publie service businesses or
to engage in any pursuit incompatible with their othee.

Wide differences appear in the financial support ac-
corded to publie service supervision in the several States.
The commissions of Georgia, Nevada, New Hampshire,
Rhode Island, and Vermont are so hampered by niggard-
ly appropriations as to be necessarily ineffective. On the
other hand. the two New York commissions are gener-
ously treated by the legislature: not only are there ten
commissioners at an aggregate salary ot $150,000 but
there is abundant provision for expert serviee and for
research and hbrary facilities. The Wisconsin, Wash-
ington, and Ohio ecommissions are likewise liberally,
though not lavishly, supported.

UTILITIES INCLUDED

Telephone companies are subjected to commission-
control in each of the seventeen States, street railways
save only in Nevada (where none exist), gas and electric
companies in all but Oklahoma, and water companies
except in Georgia, Massachusetts, New York, Oklahoma,
and Vermont. Heating companies are specifically men-
tioned in eight of the acts, wharves and warehouses 1n
two, refrigerating and sewerage companies 1n one each.
In most cases, railways, and generally other carriers as
well, are under the jurisdietion of the same commission
as urban utilities. In California, Georgia, Oregon, and
Wisconsin the new duties were added to those of existing
railroad commissions: in Kansas and Nevada the old

¢ )
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commissions were given new names as well as broader
jurisdicetion; i Connecticut, New Hampshire, New Jer-
sey, New York, Ohio, Rhode Island, Vermont, and Wash-
ingeton. the old boards were abohshed and their pPOWers
transferred to public serviece commissions; lastly, in
Maryland and Oklahoma the publiec utilities commissions
were created outright. Only in Massachusetts 1s the
supervision of publie service corporations divided.

POWERS AND DUTIES OF THE COMMISSIONS

The keynote of the acts under review 18 admimistrative
as distinguished from legislative or judicial control.
Accordingly, 1t has been sought to create independent
tribunals of great power and 1”'.:'““}'. clothed with ;lIH]riil
diseretion in the discharge of the important duties en-
trusted to them, and freed so far as possible trom
judieial or political ceontrol. The several ecommissions
differ much in the thoroughness with whiech these prin-
ciples have been carried out, and their effectiveness will
be found to vary pretty directly with the degree of ap-

proximation to the ideal above suggested.

INQUISITORIAL POWERS

Regulation by commission has been happily styled
‘““the method of intelligence?’’.**™ Public service com-
panies have no legitimate business secrets, since they
have no competitors to fear and nothing to conceal unless
it be #HIHI']*FHiﬂiiW*(WinttTlF}'1illllﬂ ]Hllﬂiﬂ interest. HKx-
1H11ilHlH1f‘[ITl”iTh.FIIH’k utllw!ﬂilug rv}uilws,'Iiﬁrlﬂlnilulfiulh
““deals’’ flourish in seeret but ean not stand

and politiea
the light of public knowledge. Hence regulative bodies,
from the ereation of the Massachusetts Gas Commission

to the present day, have found publicity a most potent
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means of control. Aeccordingly, all public service com-
missions nowadays are given authority to summon wit-
nesses, compel testimony, and enforce the production of
books and papers. In a word, they are granted power to
make searching inquiry into any transaction affecting the
publie interest. Annual reports in great detail also are
usually required from publie serviee corporations. What
1s even more important, most of the commissions are em-
powered to supervise accounts and to make valuations of
utility properties through their own staffs.

PROVISIONS RELATIVE TO ACCOUNTS

In Wisconsin, Oregon, Nevada, Massachusetts, and
Kansas the commissions must preseribe the mode of keep-
ing accounts which must be uniform for utilities of the
same class, and must seeure annual reports of the oper-
ation and condition of all publie service enterprises.**®
Similar powers are vested in the discretion of the com-
missions of California, Georgia, Maryland, New Hamp-
shire, New .Jersey, New York, Ohio, Oklahoma, and
Washington.**? Wisconsin, Oregon, Ohio, New Jersey,
and Califorma r«'[ri’t_'i?'l{_'ull}' [ll'{ﬁ'ith* for r«'t*llall‘u'[!_' ill_*pl'i*{*i--
ation accounts and the compulsory maintenance of depre-
ciation funds,’ and similar requirements are no doubt
within the power of any ecommission which 1s authorized
to preseribe uniform accounts. A number of States pro
vide that the system of accounts adopted shall conform
so far as practicable to that preseribed by the Interstate
Commerce Commission. Usually the keeping of any ac-
counts, records, or memoranda other than those pre-
seribed by the ecommission 1s prohibited; and Kansas!®
makes 1t a felony to falsify or destroy utility accounts.
Only Wisceonsin, Oregon, and Kansas explicitly provide
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for the auditing of accounts!'”>— without which ‘‘pub-
licity’” may be more nominal than real. In no State,
probably, does the ‘‘auditing’’ amount to more than a
checking up of the reports submitted by the utilities, and
that mueh is attempted by commissions which have no
express power to audit. IJHHTI}'. three States — Connecti-
cut, Rhode Island, and Vermont — make no provision for
publiceity or uniformity of accounts.

VALUATION OF PUBLIC SERVICE PROPERTIES

The commissions of Wisconsin, Washington, Oregon,
and Oklahoma must,’®® and those of California, Georgia,
Maryland, Nevada, New Jersey, and Ohio may aseertain
the value of all publie service properties in their respec-
tive States.’™  Four other commissions are empowered
to make valuations in specific cases for rate determina-
tion. Wiseonsin was the pioneer in the matter of valu-
ation, and the Wisconsin act remains the model of
advanced legislation in this particular.

REGULATION OF CAPITALIZATION

Massachusetts led the way in regulating the capital-
zation of public serviece corporations, stock watering
havine been forbidden in that State as long ago as 1868.1
The Board of Gas and Eleetrie Light Commissioners has
from the first had the power of approval and disapproval
over the securities issued by the corporations under its
jurisdietion. The New York act of 1907 goes further,
providing that no securities to run more than twelve
months shall issue except for certain specified purposes,
and then only with the approval of the Public Service
(Commission, which also 1s t'lléll';:.'t*i! with the tIIIT}‘ of see-

ing that the proceeds are applied in accordance with the




URBAN UTILITIES IN IOWA 69

law.'%®  (California, Georgia, Maryland, and New Hamp-
shire follow New York in this respeet.’® The Wisconsin
stock and bond law of 1911 is still more thoroughgoing.'*®
Like Massachusetts, Wisconsin prohibits stock or serip
dividends, shareholders’ privileged subseriptions, or the
issue of stock for less than its face value actually paid in.
[Like New York, though in greater detail, the Wisconsin
act defines the purposes for which stocks or bonds may be
issued and makes the Railroad Commission’s approval
necessary to their validation. Wisconsin further em-
powers the Railroad Commission to fix the terms in ac-
cordance with whieh stoeks or bonds shall be 1ssued,
distinguishes between securities sold for money and those
exchanged for property or services, makes the Commis-
sion’s valuation conclusive with respect to the latter, and
requires the amortization (or retirement at maturity, by
means of a sinking fund) of indebtedness not properly
and Ohio'®"
have almost equally rigorous restrictions. The acts of

=}

chargeable to capital account. Kansas'™

New Jersey and Vermont are less explicit, merely re-
quiring the commission’s approval for the issuance of
securities running more than one year.'"' The commis-
sions of Connecticut, Nevada, Oklahoma, Oregon, Rhode
Island, and Washington have no jurisdiction over cap-
1italization.

MERGER OF PUBLIC SERVICE COMPANIES

Ten States seek to control the merger or consolidation
of public service companies. Massachusetts permits
lighting companies in the same or contiguous municipali-
ties to combine upon terms approved, after a public
hearing, by the Board of Gas and Electrie Light Com-
missioners.'®®  Ohio allows competing utility eorpora-
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tions, with the consent of the Public Service Commission.
to enter into operating agreements.’** In California no
sale, lease, or assignment of the plant, property or fran-
chise, and in Ohio no sale or lease of the ]dil“t of one
public service company to another ean be made without
the consent of the commission.'®* The commission’s
authorization is required for the sale, lease, assienment
or transfer to dlly person or fﬂlF]leHTiiwl of a lulh|hf
utility franchise in New York and Kansas, and of either
plant or franchise in Maryland, New Hampshire,

and New Jersey.'®> (alifornia, Kansas, Maryland, New
Hampshire, New Jersey, New York, and Ohio forbid any
utility company to acquire or hold stock in another with-
out the commission’s consent.'®® Wisconsin provides
that no utility shall purchase the property of another at
a higher valuation than that fixed by the Railroad Com-
Seven States — California, Maryland, Mas-
sachusetts, New Jersey, New York, Ohio, and Wisconsin
— prohibit the eapitalization of any consolidation or any

mission,'®”

b

contract of merger.'”® Oklahoma permits competing
utilities to r:ntﬂrini'lln|}' with the consent of the legis-
lature upon the recommendation of the Corporation
Commission, and forbids even the legislature to allow
the consolidation of any public service company with any
similar corporation organized under the laws of another
State or of the United States.'®® (lalifornia, Ohio, and
Wisconsin Hlutr]rrnﬁiih' that no }th[h‘ HIlHI} franchise
shall hereafter be granted or transferred ‘‘except to a
corporation duly organized under the laws of this
otate,”’ 17

Many of the foregoing prohibitions are likely to prove
meffective, because not specifically applicable to holding

companies, which 1s the modern and most common form
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of consolidation. In Massachusetts, for instance, 1t 1s
easy by means of ‘‘voluntary associations’ or other
transparent subterfuges to merge lighting companies
that serve non-contiguous territories in violation of the
apparent intent of the law and without applying to the
Board of Gas and Electrie Light Commissioners. A case
in point is the control of gas and electric companies 1n
Leominster, Clinton, Ayer, Spencer, Arlington, Miltford,
Northampton, North Adams, Adams, and Williamstown
by the Massachusetts Lighting Companies.'™ Of the ten
States above mentioned, California, Kansas, New Hamp-
shire, Ohio, and Wisconsin, as well as Massachusetts,
make no provision agamst such a contingency. New
York and Maryland forbid the acquisition of more than
ten per cent, and New Jersey of a majority, of the eapital
stock of a publiec service company by any corporation
other than a public utility companyv.!™ FEven this pro-
hibition may probably be evaded by calling the holding
company a ‘‘voluntary association’ or a ‘‘board of
trustees

REGULATION OF RATES

Two objects are sought in rate regulation, namely,
that all rates shall be reasonable and that there shall be
no diserimination. 'I'he }l]'illl'i]l{” devices to secure these
ends are (1) the definition of the duties of public utilities,
(2) the rate-fixing power of commissions, (3) publicity
of rates, and (4) the 1'w|ni1'vm4-nl that [llllllishl'nl schedules
shall be strietly adhered to.

Sections declaratory of the common law duties to
serve all applicants without diserimination, to provide
reasonably adequate facilities, and to charge only reason-
able rates, rentals, fares, tolls, or prices are found 1n
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most public utility acts. Many of the laws define ‘““un-
just diserimination’ in some detail. Seven States pro-
vide that no utility shall ‘“‘charge, demand, collect or
receive from any person, firm, or corporation a greater
or less {‘ullllli'ljhiilinll for aly service rendered or to be
rendered by 1t . . . . than it charges, demands,
collects or receives from any other person, firm or cor-
poration for a like and contemporaneous serviee’’ 17
Rebates in any form whatever are explicitly forbidden
by all of the acts under review.

The commissions of Wiseonsin, Washington, Ver-
mont, Rhode Island, Oregon, Oklahoma, Ohio, New
Jersey, Nevada, Kansas, Georgia, and California are
E'I]I]nn\.‘l']'t*n| to Ii?\l f'.!'fn'f,”'* E|Il‘ {*HIH]HiHHthH nr .\'ilu' Ynl'l{-.
New Hampshire, Maryland, and Connecticut, and the
Massachusetts Board of Gas and Eleetrie Light Commis-
stoners, maximum rates.!™ The Massachusetts Highway
Commission has only recommendatory powers over tele-
phone rates.!™ The power to fix rates carries with it the
authority to make classifications and to permit differ-
ential echarges corresponding to substantial differences of
conditions.

To guard against diserimination, California, Kansas,
Nevada, New Hampshire, New Jersey, New York, Ohio,
Oregon, Rhode Island, Vermont, Washington, and Wis-
consin require every publie service company, and Mary-
land requires every common carrier, to file with the
commission and to keep open to inspection at its own
oflices schedules showing every rate or {']iiil‘_!_t't' for any

produect or service furnished by 1t.'"™ To prevent ‘‘mid-
night rates’’, put into effect for the benefit of favored
customers and withdrawn before they become generally
known, the States just mentioned, except New Jersey,
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require from ten to thirty days’ notice to the commission
for any change in an existing schedule. California, kan-
sas, New Jersey, and Wisconsin provide that no wmcrease
shall be made without a speecific order of the commis-

sion.!™ The commission has besides, in each of the fore-
going thirteen States, the power to disallow a proposed
schedule, or any partiecular rate therein. And, lest an
inerease be inadvertently permitted, all of these States
require that every change from an existing schedule shall
be plainly indicated, while Washington further provides
that the commission’s attention shall be especially called

—

to any inereased charge.!

Lastly, to forestall rebating, ten States prohibit under
heavy penalty any departure from the published sched-
ule. The lilllu‘llzl,u‘t' of the New York act 1s: ““No corpora-
tion or municipality shall ceharge, demand, colleet or
receive a greater or less or different compensation for
any service rendered or to be rendered than the rates
and charges applicable to such services as specified 1n 1ts
schedule filed and in effeet at the time’’. % Provisions
to the same effect and 1 nearly the same words are
found in the laws of California, Kansas, Maryland, Ne-
vada, Ohio, Oregon, Rhode Island, Washington, and
Wisconsin.'®!

REGULATION OF SERVICE

The most important provisions respecting service are
those empowering the commissions to (1) preseribe
standards of products or services, (2) make tests and
inspections, (3) order additions to, or betterments of,
plant and equipment, and (4) compel joint service by two
Or more companies.

Fourteen publie service commissions — all save those




4 APPLIED HISTORY

of Georgia, New Hampshire, and Oklahoma, and the
Massachusetts Highway Commission — are authorized to
fix standards of quantity and quality for some or all
public utilities.'* The purity, pressure, illuminating
power, and heat value of commercial gas; the initial
voltage of electricity and the initial efficiency of electrie
lamps; the purity and pressure of water; and the “‘head-
way’’ and seating capacity of street ears are among the
thinegs to be thus standardized.

Authority to investigate any particular utility upon
complaint 1s possessed by all publie service commissions.
(fontinuous inspection of plant, service, and equipment 1s
partially provided for only by Wisconsin, Washington,
Oregon, New York, New Hampshire, and Massachu-
setts.!s®  Provision for the }lllhlii* i|1r~}n-l'1]n|| of con-
sumers’ meters 1s more general. In Massachusetts,
Marvland, New York, and Washington no gas meter can
he set until tested, approved, and sealed under the eom-
mission’s authoritv.’®* In Washington the same require-
ment applies to water meters.”® In New York and
Washington no electrie meter can be installed unless of a
type approved by the commission.’®® In Oregon the
commission may forbid the installation of any meter
until tested and approved.'®™ The commissions of Wis-
consin, Oregon, and Rhode Island are ecommanded, and
those of Ohio, New Jersey, and California are authorized,
to ““‘provide for the examination and testing of any and
all appliances used for the measuring of any product or

il._'-“_

service of a public utihty.’ [n Kansas the commission
must ‘‘prescribe reasonable regulations for examina-
tions and testing of sueh products or service and for the

measurement thereof.””'s? Lastly, in twelve States any

consumer of eas or electricity mayv have his meter tested
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upon payment ot a fee which must be refunded by the
[HlIIHl‘ service company 1f the meter 18 found to be 1n-
correcu.t*®

The power to order that any publie utility shall make
such repairs, improvements, alterations, or additions in

or to 1ts plant, equipment, or facilities as after hearing

are found to be reasonably necessary to the publiec con-
venience 1s, by inference at least, conferred upon all the
public service commissions hereinbefore enumerated, ex-
cept the Massachusetts Highway Commission which can
only make recommendations.

Joint use of facilities, maintenance of throngh routes
over the lines of separate companies, or other forms of
joint serviee are specifically provided for by nine States.
In California, Connecticut, Maryvland, Ohio, and Oregon
the commissions may require physical connection of
street and interurban railwavs.'”* In Connecticut the
Publie Utilities Commission may establish through ser-
vice over two or more lines of railway or street rail-
way.'*? In California, Ohio, Oklahoma, Washington, and
Wisconsin physieal connection between the lines of sep-
arate telephone companies may be required.'??

SAFETY REGULATIONS

Publie 1111“1}‘ ACLS IIHHHH_\' contain clauses 4{4=1'|;1|‘:l1’cl]'}'
of the ecommon law duty to maintain ‘‘safe’’ conditions.
Probably most, if not all, of the States have statutes
speeifically defining this duty with respeet to railways,
street railways, manufacturing establishments, and
handlers of electricity. In addition, ten States give their
publiec service commissions power to remedy conditions
found, npon hearing, to be dangerous and to make orders
in specific cases calculated to promote the health and

|
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safety of employvees or of the public. The Washington
statute 1s the most explicit, empowering the commission
to preseribe standard safety appliances, to inspect the
track and equipment of street railways, and to order
repairs or improvements in gas, electrie, and water
works. '

Twelve States require public utility companies to re-
port accidents to their publie serviee commissions. Sueh
report must be made by telegraph in Kansas,'* by tele-
phone in Connecticut,'?® “‘immediately’’ in Nevada, New
York, Oregon, Rhode Island, Vermont, and Wisconsin,'?”
within twenty-four hours in Massachusetts,'”® within
thirty days in Maryland,'*® and as the ecommission may
require in California.=""

REGULATION OF COMPETITION

Massachusetts was the first State to adopt the policy
of regulated monopoly in publiec serviee businesses. SO
long ago as 1885 it was enacted that any gas company
already in operation in that State might appeal to the
Board of Gas Commissioners acainst the granting of a
franchise to a competitor.®* The same right was ex-
tended to eleetric companies in 1887.2°2 The Board, for
its part, has throughout declined to sanetion competition
in any case where the existing companies were furnish-
ing, or could be induced to furnish, adequate serviee.="?
Bight other States now apply the same policy to some or
all of their public utilities.

In California no street railway, gas, electrie, tele-
phone, or water company can begin econstruction or

operation in any municipality not already served by 1t
without first obtaining from the Railroad Commission a
certificate that publiec convenience and necessity will be
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served thereby.*** No one can enter into competition
with any existing urban utility in Wiseonsin®'® or with
any telephone exchange in Ohio®"® without a similar cer-
tificate. Kansas, Maryland, New Hampshire, New .Jer-
sey, and New York require every new public service
company to obtain from the State commission a certifi-
cate of ]ﬂlh“{* convenience and I]f-[*a-ﬁﬁil}' hetore ln*:‘im[ing‘
business.**™ Other States give their commissions no
power in the premises, and Vermont='® expressly pro-
vides that the Public Serviece Commission shall not
prevent or restrict competition.

REVOCABLE FRANCHISES

The power to prevent (‘H]ll]u'fﬁinil 1S illl]llﬂ’iiillf for
the avoidance of needless waste; while the right to permait
competition is chiefly valuable as a club to compel ade-
quate service by existing companies. To make such a
right effective there must exist somewhere the authority
to cancel existing franchises which purport to grant ex-
clusive privileges for specified times. Wiseonsin secures
this end by its indeterminate permit law of 1911 whieh
declares that every franchise is terminable and that any
municipality may, upon convineing the Railroad Com-
mission that publiec convenience and necessity require it,
license a new utility ecorporation to serve its inhabitants,
any and all prior grants to the contrary notwithstand-
ing.>"? Massachusetts authorizes the revoecation of *‘lo-
cations’, or the removal of pipes, poles, ete., for the
violation Er}' the grantee of the terms of the grant, or of
the laws of the State, or of a valid municipal ordinance.*!°
(Connecticut amends all echarters or franchises whenso-
ever granted, so as to make them conform to the public
service act of 1911.2'7 Rhode-Island expleitly declares,




78 APPLIED HISTORY

what would be implied in any case, that all future fran-
chises shall be made subject to the provision of the publie
utilities law.2!2

MUNICIPAL PLANTS

Four States restrain municipalities from entering
imto competition with existing utilities. In New York2!3
no munieipality, and in Maryland='* no city or town but
Baltimore, may construet or aequire a gas or electrie
light plant, except for municipal uses exclusively, without
first obtaining the consent of the Public Service Commis-
sion. Wisconsin requires a municipality which votes to
engage 1n a publie utility business to purchase any exist-
ing utility plant of the same kind at a price and upon
terms to be fixed, in default of agreement, by the Rail-
road Commission.?"® The same requirement applies in
Massachusetts to eas or eleetriec works. except that the
appraisal is made by court commissioners.2'® In Massa-
chusetts, llnu'l-\'i-l‘. }lll]l“{* [IH]'I’IIE[.‘H' 18 {"t_!IiliIiL{'l'lll uporn the
consent of the owners; whereas in Wisconsin the owners
may be forced to sell.

Munieipal plants, onee acquired, are placed under the
jurisdiction of the publie service commissions: as to ae-
counts, in New Jersey;*'7 except as to rates, in Washing-
ton;*'* and to substantially the same extent as privately
owned works, in Vermont, Wisconsin, New York, and
Massachusetts.??

POWERS RESERVED TO MUNICIPALITIES

In none of the States under review are the local au-
thorities deprived of their right to grant franchises to,
or make contracts with, publie service corporations. In

no case, probably, with the possible exception of tele-
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phone companies in certain States, may any such cor-
poration ocecupy the public streets without the eity’s
consent. But in Massachusetts and Wisconsin no com-
peting franchise, and in California, Kansas, Maryland,
New Hampshire, New Jersey, and New York, no grant of
any sort 1s valid without the approval of the State com-
mission.”*® The commissions of ( ‘alifornia, Kansas, New
Hampshire, and New Jersey may, before giving their
approval, make such modifications in a municipal grant
as the }lllll]if' Interests seem to 1‘1*1;11]1‘0.:” In Hi_'nl';‘i;i all
contracts between munieipalities and utility companies
are made subject to the assent of the Railroad Commis-
1D 244 .

Kansas, Oregon, and Wisconsin expressly reserve to
the munieipal government the power ‘“To determine by
contract, ordinance or otherwise the quality and char-
acter ol each kind of produet or serviece to he furnished
or rendered by any publie utility furnishing any produet
or service within said municipality and all other terms
and conditions not inconsistent with this act upon which
such publiec utility may be permitted to occupy the
streets’’, and to 1'1*1f1|il‘1~ additions and extensions to be
macde when reasonably necessary.”**  Ohio empowers
cities to regulate rates, require extensions, and make
contracts with public utilities.?>?>* Massachusetts and
Vermont give the selectmen of a town and the mavor and
aldermen of a eity fairly wide powers over the location
and construection of tracks, wires, poles, Iri]wn', and other
structures in or under the streets.??” But in Kansas,
Massachusetts, Ohio, Oregon, Rhode Island, Vermont.
and Wisconsin an appeal lies from every order of the
local authorities to the State commission.?2® And in the
other States the authority of the commission as to mat-
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ters within 1ts jurisdietion is paramount to that of any
munieipality. California, however, permits any city to
decide by referendum vote whether it will retain the
powers possessed by 1t prior to the enactment of the
public utilities law.?=

INITIATION OF PROCEEDINGS

l'l'lu*m'liirl:h may he lw-_:‘nn |r}' [lu- {'u||n||i~«,-1u“ ita{*ill,
save in Connecticut and Nevada; by the utility company
affected 1m Califormia, Connecticut, Kansas, Maryland,
Massachusetts, New Hampshire, New York, Oregon, and
Wisconsin ;#*** and in all the States by munieipal authori-
ties, boards of trade, or a speecified number of consumers
or taxpavers. Summary proceedings and hearings be-
as formal hearings by

fore a single commissioner, as wel
the full board, are usually provided for and none of the

commissions 1s bound by technical rules.

INFORCEMENT OF COMMISSION 'S ORDERS

Violation of the ]I'Il}iHI' ntihities statutes or of the law-
I‘PIIJ HI'4|I'I’:~ 1:1' il |JI|||H|' M*:'\'it'v i*t'llilllli.-i.*uiuh ]-, iH every
State, visited with eriminal and eivil penalties to be en-
forced through the HFJiHHry courts. In addition, sixteen
States provide that the commission may apply to the
courts for injunction, mandamus, or other process to
compel compliance with its orders, or that the Attorney
(General shall make such application upon the commis-
sion’s request. Oklahoma endows the Corporation Com-
mission with the powers of a court to enforece 1ts orders
by its own processes.”?® The Massachusetts Highway
(‘ommission can only report to the General Court that
telephone companies have, or have not, complied with 1ts

recommendations,=?"

|
i
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COURT REVIEW

A prinecipal object of the public utility acts 1s to do
away with the endless 11t'1§1:\'.‘-'-, enormous expense, and
oreat uncertainty of litigation. This end 1s sought to be
secured (1) by providing an expert and impartial tri-
bunal to which utility ecompanies and their patrons alike
may confidently look for cheap, speedy, and exact justice,
and (2) by making the deecisions of this tribunal, so tar as
}mhh'llill*. final.

All of the acts under review provide that parties in
interest shall have notice and full opportunity to be
heard before an order is made 1n any matter of conse-
quence. This requirement, together with the freedom ot
a State commission from merely local influence, affords a
sufficient safeguard against the haste and passion of ety
councils. The further fact that commissions are con-
tinuous bodies, devote their entire time to a single class
of economico-legal inquiries, have ample powers of 1n-
111.1i:~i1iu11. are (or may be ) wini]l]u--] with staffs of ex-
perts, and are unhindered by cramping technicalities,
makes the public service commissions better tribunals
for the determination of the guestions that come before
them than any courts can be.

Appeals from a public service commission may be
discouraged and the final determination of causes has-
tened (a) h}' restricting the mode of El]l]n':ll and the time
within which appeals must be ecommenced, (b) by con-
fining the power of review to certain courts, (¢) by limit-
ing the questions reviewable, (d) by forbidding the
mtroduction 11 jllt]'li"l.'ll |r|'m-m-m]itl_:‘-~ of evidence not pPre-
sented to the commission, (e) by giving peculiar weight
to the commission’s findings, (f) by giving cases of this

'
8]
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class precedence over others on the court calendar, and
(g) by making delay in itself of no advantage to the ap-
pellant.

[n California, New Jersey, and \\'*lalliuf"tnn the com-
missions’ decisions ean be reviewed onl by certiorari ;23!
in Connecticut, Oklahoma. Rhode T .-l;|an and \urrnnnf,
only by :E]:-[ll'iil."" Eiither mode at once precludes a trial
de novo. In Kansas, Maryland, Nevada. New Hamp-
;-'}|i]'w. ”iliu. Oregon, and \\'i.‘*f'l'il."‘ill the [lI’lu'l'I]Ill‘!‘ 18 dll
action by the party aggrieved to set aside an order of the
commission.”*® In Georgia, Massachusetts. and New
York, the conurts obtain jurisdiction by means of snits to
enforce the f'ulmnir«n'inn‘:« orders or Lo recover }w?l;l“if‘r-é
tor the violation thereof.2?* The disadvantage of the
last mentioned mode of review is that thereunder an
Hl‘tfl'l'. il' f||!l“-1inrt+‘*1. does 1ot }Jl'!‘*rlil*' 1=E'f'f=<‘1i‘t'|- Illltil SIS~
tained.

The time within which an appeal or other court Pro-
ceeding must be begun ranges from seven d: \vs 1n Rhode
[sland to ninety days in Nevada, Oregon, and Wiseonsin.
Most of the statutes also limit the time for iling answers
and taking appeals to the highest State court. Georeia.
Massachusetts, New Jersey, and New York Impose no
time limits.

Sinee the decision of an inferior court is nof hkely to
be final in any important case, much time and expense
wonuld lllr‘sIHII-~|‘h }u* ll‘.*'iI IH tHHh]‘]lH" the power of I'e-
view to the court of last resort, U nfortunately, however,
the constitutions of many States make such a limitation
impossible. In faet, only four of the public utility stat-
utes — those of California, Oklahoma, Rhode Island. and

Vermont — provide for review in the first instance by the
highest court of the State.?®® Georgia and Wisconsin.
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however, require that suits to vacate an order of the com-
mission shall be prosecuted only in the county wherein
the State capital is situated.?"

Most of the statutes empower the courts to pass upon
the legality and reasonableness of the commissions’ or-
ders. Connecticut®" adds ‘“‘propriety and expediency’’
to the matters to be determined. Oregon=** permits an
action to vacate an order of the commission only on the
ground that the same is unlawful. These various ex-
pressions come to substantially the same thing since what
1s unreasonable 1s unlawful and propriety is a question
of reasonableness. Only New Jersey and California ef-
tectually hhmit the power of review in this respect. New
Jersey gives the Supreme Court jurisdiction to set aside
an order of the Board of Public Utility Commissioners
only ‘‘when it clearly appears that there was no evidence
before the board to support reasonably such order, or
that the same was without the jurisdietion of the
board.”’**" (alifornia enacts that the review ‘“‘shall not
be extended further than to determine whether the com-
mission has regularly pursued its authority, including a
determination of whether the order or decision under
review violates any right of the petitioner under the con-
stitution of the United States or of the State of (ali-
JOrnig. /7240

[n times past 'f.'l.ll']llll'iITiHII& have often failed to ]J]'t‘h’i}]]i
important evidence to a regulative body, hoping thereby
to secure a reversal upon appeal. California, New Jer-
sev, Oklahoma, Vermont, and Washineton forestall such
an expedient by requiring the court of review to deter-
mine the case upon the evidence certified by the commis-
sion.”**  Wisconsin, Rhode Island, Orecon, New Hamp-
shire, Nevada, and Maryland provide that when any new
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evidence is presented to a court the case shall automatie-
ally revert to the commission for further hearing 242
Kither requirement should seeure a full presentation be-
fore the commission and should greatly lessen the cost of
litigation by doing away with the taking of testimony by
a master 1n chancery or otherwise.

Calhifornia and Vermont make the findings of their
commissions final as to facts, and the California act eom-
prises under this term ‘‘ultimate facts and the findines
and conclusions of the commission on reasonableness and
diserimination.”’#** A valuation made by the Public Ser-
vice Commission of Washington, when once accepted by
the corporation eoncerned or, if appealed from, when
afirmed or corrected by the courts, is thereafter con-
clusive of the value of the property affected at the time
of the valuation.®** In nine States it is expressly de-
clared, though it would be true without sueh declaration,
that the findings of the commission are prima facie valid.
Maryland, Nevada, New Hampshire, Oregon, and Wis-
consin place upon the party seeking to vacate an order of
the commission the burden of showing Ir}.' ‘‘clear and
satisfactory evidence’ that the order complained of is
unlawful or unreasonable.**® This phrase has been ju-
cicially declared to require more than a fair preponder-
ance of t"\.'iili'll{’i*.:m

To hasten the final determination of publiec utility
cases as much as possible ten States give to such ecases
lil'i*rt*l't']ic't‘ over Hl'l“lull'_\' civll cases.

[t 18 notorious that litigation often is resorted to sole-
lv for the sake of delay. Mo postpone a rate reduection is
the next best thing to defeating it altogcether. If in-
stances are wanted 1t may be called to mind that the

Cedar Rapids ninety cent gas ordinance was held up for
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six years by means of successive appeals.**™ The ordi-
nance of Knoxville, Tennessee, regulating water rates,
though enacted in 1901, only became effective 1n 1909.%*°
The public utility litigation of Des Moines, later referred
to, likewise affords striking illustrations of delay in the
putting into effeet of rate ordinances.

The incentive to such proerastination is removed by
the Constitution of Oklahoma.?*® No rate order ot the
(forporation Commission of that State can be stayed or
suspended unless the appellant first gives bond to refund
any excess collected during such suspension over the
rates finally sustained by the courts. To make this re-
quirement effective, the.appealing company is compelled
to Iil*f*]r a separate account with each consumer, showing
the amount of overcharge collected and the name and
address of the person to whom the same may become re-
fundable — an amount of bookkeeping not to be under-
taken with a light heart. California®* and New Hamp-
shire?” follow Oklahoma in both requirements. Ohio,
Oregon, and Washington exact the supersedeas bond to
refund overcharges, but do not expressly require the
keeping of separate accounts.”” Nevada goes even
further, enacting that ‘‘all rates fixed by the commission
shall be deemed reasonable and just, and shall remain in
full foree and effeet until final determination by the
courts having jurisdietion.’’#** This requirement prob-
ably means that rate cases in Nevada will be taken direct-
lv to the Federal courts. The statutes of Wisconsin="*
and Marvland,*” as well as of most of the States just
enumerated, contain the rather futile provision that no
injunction suspending an order of the commission shall
issue except after notice to the ecommission, and hearing.
Washineton and California require, in addition, ‘‘a spe-
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cific finding based upon evidence submitted to the court
making the order and identified by reference thereto, that
great or irreparable damagce would otherwise result to
the petitioner, and specifying the nature of the dam-

age’"**% In the other commission States an appeal to the
courts operates of itself to stay the order appealed from.

COMPARATIVE ESTIMATE

As might have been expected, the later public utility
statutes are largely based upon the earlier. The Mary-
land act, except as to court review, is taken almost bodily
trom that of New York; and the Orecon law. with some
important omissions, was copied from that of Wisconsin.
Ohio and Kansas used both the \\.'ist'u}}‘lirt and New York
statutes as models for imitation. Washineton copied
from Oklahoma the provision as to the evidence admis-
sible upon review and the iron-clad rule as to suspending
an order of the commission. The California act was
drawn in 1911, after a careful study of existing legisla-
tion,*>™ and is the most catholicly eclectic of all. 3V way
of contrast it appears that the Connecticut legislature.
thongh acting in 1911 and after the report of a special
committee 2% profited but little by the {‘Kf}i*l'ii'lil"r‘ of other
States.

With respect to torm, the ]blllnlil' utilities aets of Cali-
tornia, Washington, and New Jersey are the clearest and
best arranged, and those of Ohio and Kansas the worst
planned and most confused, of the statutes enacted. so to
speak, 1n one piece. HKspeecially admirable in this par-
ticular 1s the California act. Beginnine with an analyt-
ical table of contents and closing with a full index. the
statute 1*|r:rllr|‘i.-'<-:-' (1) general ]H'n‘u‘ihit}]]*‘ with respect to
the Railroad Commission, (2) definitions of the duties 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 (9)
saving clause, appropriation, and repealer. The public
utihity laws of Massachusetts and Vermont, having been
enacted, repealed, and amended for many years past, and
never having been codified, are naturally anything but
models of logical and lueid arrangement. The same re-
mark holds, though to a less degree, of the thirty or more
utility and railroad acts of Wisconsin.

In point of content no one act comprises all of the
most effective features. The Wisconsin law 1s superior
to all others in its provisions for indeterminate permits
and for the regulation of munieipal enterprises and 1s the
equal of any in the control of capitalization. New York
and the States whieh follow 1t in this particular provide
the most effective econtrol of mergers and consolidations.
The Oklahoma plan for preventing dilatory appeals 1is
the best vet devised. Moreover, Oklahoma was the first
State to limit the evidence upon appeal to the record
certified by the commission. Vermont was an innovator
mm making the commission’s findings of faet coneclusive
upon courts of review. The California law contains
many, but not all, of the strongest provisions of the other
statutes, and in its restrictions upon judicial review is
the most stringent vet enacted. It is evident, therefore,
that the ‘‘model statute’ must be a composite one,
though 1t could probably be made up from the acts of
Wisconsin, California, New York, and Washington.

OPERATION OF THE PUBLIC UTILITY ACTS

Most of the public service commissions have 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 Massachusetts Board of Gas and Electrie Licht
Commissioners, which was ereated in 1885 : the Wisconsin
Railroad Commission, which received jurisdiction over
urban utilities by an act of the legislature in 1907 : and
the Public Service Commissions of New York, which also
date from 1907.

T'he Massachusetts board®*® has proven especlally ef-
fictent in the control of capitalization. This board has all
along insisted that capital must represent investment as
measured by the structural value of the property, that a
surplus can not be eapitalized, that revenues in excess of
reasonable operating expenses and fair interest and divi-
dend requirements call for rate reductions, that depreci-
ation must be met out of earnines, and that neither error
of judgment nor downright dishonesty can be made the
basis of corporate issues. Much of the board’s time is
taken up with petitions for the approval of proposed
1ssues of stocks and bonds. In 1910 twenty-nine applica-
tions were made for the issue of $3.803.400 of securities,
par value, whereof the board approved $2,969,600. Tt is
especially significant that the stocks were placed on the
market at an average premium of more than twenty-five
per cent, and that none was offered at less than par.2®
In at least one case, where several companies were being
consolidated, the eonsolidation was required to make good
the difference between the structural value of the prop-
erties merged and the liabilities thereagainst outstand-

ing.”** In another case a company desired to issue
$600,000 of stock and $400,000 of bonds for projected
construetion. It was permitted to issue $176,000 of stock
and $124,000 of bonds for work already under way,262
Such administrative watehfulness, eoupled with rigorous
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legislation, has prevented stock watering by the hghting
companies of Massachusetts, except 1n the few notorious
imstances where great magnates were able to find or force
breaches 1n the laws.

The Massachusetts commissioners have by no means
confined themselves to matters of capitalization. 'I'hej
have exercised an important influence on rates, both di-
rectly by ordering reductions in particular cases, and
indirectly through their powers of inquisition and the
wholesome fear inspired in corporate managers by the
presence of a regulative body. They have checked un-
wise attempts at ecompetition, almost uniformly denying
]H'Ti”'rfl‘- for the erection »HI' another ]rl.‘IIJT where one al-
ready exists, The power to permit competition has, none
the less, been effectively used to secure adequate service
from existing 1'”1[[]*:1!:]“‘*, The I‘HH]Hl.l"‘?‘*il'!Tll']'?‘ﬁ did ]rin
neer work i the matter of uniform accounts for gas and
electrical i'HI'Jl[*Ilfl‘l".*ﬂ and their annual reports are models
of conecise, significant, and intelligible information. The
board has long been recognized as the expert adviser of
the legislature upon all matters within 1ts cognizance,
and has often turnished valuable information, based on
f'I'!J!!HH‘:LTi‘H' statisties, to managers of lri!i!|1i'i}1:1| ]r|:mI-
and even to !rl'.l‘a'.'llv I'HHJFF.‘Hl.li“'-.

The Massachusetts commissioners have a
itable record for continuous service, Though appointed
for ur-.l_x three years there have been but twelve commis-
sioners in the history of the board, and but five since
1894, Chairman Barker has served continuously since

Tll!- !||i11u5|=* ‘“n*i:.'[ltin--” :HHI {.4'.'JI1II,-!"~"~.E"'TI!'T' ?‘;!‘]l:ii‘l' ILHI'

eighteen vears. The appointees, almost without excep-

tl"“. iJ:l‘\'*' }""'ll [11€1] ot ‘.I'_'If'. "-Téilll“TIL_‘.. cliosen Tt'll' 11011

}11ri11 .li'.'li 'easolns,
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The Massachusetts board makes no attempt to fix pre-
cise rates beyond preseribing the maximum, and henee is
less effeetive than it might be in ]rl‘i*‘x'vmir::: diserimina-
tions. It does not undertake original valuations except as
the need arises in partieular rate or capitalization cases.
[t has no permanent engineerine staff, thoneh one of its

members 1s ell 1*11_"I.'.'-i it ['1 '||“;¢|'.:' (Oes, ]!n‘ﬂ.--\.'!'l‘. & 1
ploy eight imspectors of gas, electricity, and gas and elec-
trical meters.

T'he Railroad Commission®®® of Wisconsin has l1ike-
wise been peculiarly fortunate in its personnel. Mr,

‘|1'||]"'

Balthasur H. Meyer, formerly professor in the U
sity of Wisconsin and now a member of the Interstate
Commerce Commission, was its first chairman. Mr. Hal-
tord Krickson, formerly a railroad auditor. has been.
perhaps, the dominating member of the commission
throughout 1ts history. Mr. Roehmer, an attorney and
|]I'Hflh‘-‘~”i' _“nli'l‘m'l"» sHCCEessor ]r the ! .‘:.tl'l"_ii‘..-.!.j[u i‘* Il.l'-H
ol 11ledll -If':t:~i|j1|‘. and foree, Mr. Jl[l!';!*'ﬂﬂ*'. the most recent
appointee, was I'-Ir'rr_v!'j} trathe manager of a large com
mercial firm. The ecommission has been singularly free
trom polities. Its appointments are for merit only. Its
chief engineer, head accountant, and head statistician are
university professors, and their prineipal subordinates
are unmversity graduates. The commission has also an
economic expert with university trained assistants. Co
operation with the State University, indeed, is a main
reason for the remarkable suecess of the Wisconsin com-
mission. The commission’s high reputation has been

miadae 11 fiJ" 'm‘-.er'jx ..I' ‘L.‘i.!’E.'HIHIZ, rate-making, service

spection, accounting, and the handling of complaimnts,

F 1 T a . | . - " =‘-.1 0y O
H;v 1\‘\. ISCOLISII CONINNISSION recards ]-!|"~ -|='.‘1:| value as

a 111081 1r?:!r=lr'lfll|| 1'I'.-!:H'Ill ill 'ate iliilixifl'_'_. .\"1'11I'1iillz:'i“~'.
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In every rate case it seeks to ascertain the first cost of
the property used and useful for the convenience of the
publie, the cost of reproduetion new, and the structural
value or cost of reproduction less depreciation. The
commission, largely in the person of Mr. Erickson, has
carefully worked out the method and prineiples of utility
valuation. Original cost is computed, wherever possible,
from construction accounts. Variations in price are off-
set by taking the average for a term of years. Depreeci-
ation 1s reckoned from experience tables showing the
expectable duration of the several items of plant and
equipment. ‘“Going value’’ is allowed for on an invest-
ment basis — the losses inewrred and profits foregone at
the ineeption of the enterprise, the cost of getting busi-
ness and of putting the utility upon a paying basis. In
the work of valuation the commission relies mainly upon
its own engineering staff, the testimony of expert wit-
nesses employed by litigants being given little weight.
Valuations are made by the Tax Commission as well as
by the Railroad Commission, and the two boards main-
tain a joint engineering organization. On the staff are
men especially qualified to deal with each class of utilities.

The ““cost’” theory of utility rates has been especially
I‘Ili[i[l:l:-i}{i'lf }1}' the Wisconsin c'nnlrllim‘u‘lnn, I][nllf_{']l not to
the exclusion of other bases of rate-making. Tt is par-
ticularly insisted that no service shall be furnished at a
price which does not yield something over and above
prime costs toward the general expenses of the business.
To this end a system of ‘‘unit costs’” has been earefully
elaborated whereby it is possible to ascertain, for ex
e, the ““output cost’ of electricity per kilowatt, the

-

”ili.“*‘_ I‘Hnllinu Pt'p*-itw. L

amp
the ‘““consumer costs’’ of readine
meters, keeping accounts, rendering bills and the like.




92 APPLIED HISTORY

and the ‘“‘readiness to serve cost’’ entailed by a given
number of lamps which 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 upon, or at least not vio-
lative of, the principle of unit costs. It is thus gradually
bringing something like uniformity out of the bewilder-
ing confusion of schedules that has hitherto prevailed in
Wisconsin as in other States, is effectively preventing
diserimination, and i1s aiding the utilities themselves to
place rate-making upon a scientifiec basis.

(‘areful classifications of accounts have been made,
distinguishing not only between the several kinds of util-
1ities but also between large and small enterprises of the
same class. By means of the reports required under such
classifications 1t 1s possible (a) to keep valuations, once
made, up-to-date, (b) to seeure sufficient and trustworthy
data for intelligent rate-making, and (¢) to compare the
finanelal and physieal results of one utility with another.
The commission’s supervision of accounts is of great
value to the utilities themselves. Its sugoestions are wel-
comed by the managers of municipal plants and even by
the smaller private companies which can not employ ex-
pert accountants. Its published reports atford a mass
of information as to the relative efficiency of different
types and sizes of plants and equipment and different
methods of produetion. Finally, what is even more im-
portant, these reports enable the people of each city, as
well as 1ts l'i'rcpuusilllu officials, to eriticize the manage-
ment of their own utilities by comparison with others.

Besides preparing the eclassification of accounts, the
statistical department of the Wisconsin commission
checks up and compiles the reports of utilities, has charge




URBAN UTILITIES IN IOWA 93

of all schedules filed, examines all revisions of the same
for possible covert increases of rates, and prepares data
for the use ot the 1*1:][1]11i:~4:-¢inll 1 [hf*llifill;:f Cases.

For the purposes of gas and electrical inspection the
State of Wisconsin 18 divided into distriets with one or
more traveling inspectors placed in each. Besides this
official inspection, the utilities are required to maintain
proving and testing apparatus, to prove meters, to test
pressure, purity, voltage, and other service wmdicia, and
to keep full station records which are checked up by the
State inspectors. By these means, without any formal
proceedings, many plants have been induced to install
additional or more modern equipment, to adopt more
careful stoking methods or a better grade of fuel, to
maintain more uniform pressures, to give prompter at
tention to consumers’ complaints, and generally to 1m-
prove the service rendered. The changes thus brought
about frequently are of as mueh advantage to the utihity
itself as to its patrons. The men ultimately responsible
for the poliey of a public service enterprise, whether they
are members of a 1'“}' {*IIIIIH'H or of a board of directors,
rarely are in close touch with actual operating conditions,
and are commonly ignorant of the industrial side of the
business. A small utility ean not employ a staff of en
oineers and accountants: even the manager immediately
in charge is not likely to be a man of thorough training
or wide experience. Hence the commission’s field agents,
trained in eriticism and familiar with conditions at many
plants, can render some such aid as national bank ex
aminers often supply to the institutions under their
survelllance.

In furtherance of its inspectional work the commis-
sion has adopted thoroughly modern standards of quality
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and measurement., ASs a single instance, the {ITl;lliT}' 0l
oas 18 determined by its heat value instead of by the long
obsolete candle-power standard still used in Massachu-
setts and other States.

The gas and eleetrieal inspectors imeldentally seruti-
nize telephone®* as well as lighting service. The usual
method 1s to make a certain number of calls, notine the
time required to secure the operator’s attention and to
obtain connection, disconnection, and reconnection. and
the operator’s eare in following up the call. When the
rst six or eight calls indicate poor serviee, a considerable
number of tests 1s made, the :]"f‘lt‘i-'!;!‘il'ﬁ Found dl'e
brought to the attention of the management, and a subse-
quent imspeetion had to see whether the defects have been
remeched. Good work has likewise been done in the in
-|---r'!'[m.= and ]IH]rl'n‘w-le'HT of streef I':1iiu':l_‘x' serviee in
Milwaukee and eertain other cities.

The ecommission undertakes no regular inspection of
water service, but it does nevertheless make tests of fire
streams upon complaint and maintains a traveline labo
ratory tor that purpose. For tests of the purity of water
1t employs the facilities and staff of the State Hygienie
I,ili.ﬂ.!['.'lT['f"‘-',

Much of the valuation, acconnting, and inspectional
work of the Wisconsin commission is subsidiary and
nearly all of 1t 1s useful to the determination of pending
Cases. Rates are never r'rl‘l'ﬂ'l'iln'ni. nor extensive alter
ations of plant commanded, execept after notice and a
hearing, usually had upon complaint. The commission’s
handling of complaints and its conduet of hearings. ac
cordingly, afford the most convineing test of its efficieney.

During the three years, 1907-1910, the Railroad Com-

mission held 207 formal and 886 informal hearines upon
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complaints affecting urban utilities. The number of 1m-
portant cases requiring formal hearings was abnormally
large at first, when almost every city was seeking a
redress of grievances against some public service com-
pany. Considerable delay and some eriticism resulted
from this unavoidable congestion. The commission has
now, however, caught up with i1its work and finds not only
that fewer complaints are made but that it i1s able to
answer many of the questions presented almost automat-
ically from 1ts own past decisions.

The orders and decisions in formal cases are pub-
].l."-'-]ll‘lli i]l T]li.' ”'IIH ruf\.;ir [:’n’f.f:'ru.fr!’ f_('r-He‘JH.f'.%.H'JIHH Hr jHH'f.H‘, H['
which eight volumes have, already appeared. 'T'he opin-
1ons are very full, containing most of the evidence
presented and the significant findings of fact as well as
the decision itself and the reasoning upon which 1t 1s
1\;[:-4-1', lli ”l'i.* I'I'H]H'[‘t Hln' llp.f‘.wr'm.u.w'.i! ]i’ijiuj'?’.c :“]'ﬂ*l‘
markedly from those of most similar commissions which
contain only a bare summary of the orders made.

The adjudications of the Wisconsin Railroad Com-
mission are characterized by full and often prolonged
inquiry, careful consideration, and great impartiality. In
a rate imquiry, for example, the commission makes an
original valuation of the property affected, analyzes the
operating accounts for some years past (even to the ex-
tent of compiling the requisite data from original memo-
randa when necessary), ascertains the unit cost of each
class of service and estimates the probable effeets upon
earnings and CXpenses of III‘HI}IIH{'I! changes 1n the rate
schedule. Before authorizing an inerease of capitaliza-
tion the commission not ull]}' verifies the {'HI'IHII'EH‘IIII]‘.‘
statements, but inquires 1nto 1ts financial history and the
circumstaneces requiring a fresh issue of securities. With
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all this thoroughness of inquiry, and the further guldance
of well-thought-out principles, the Wisconsin commission
1s able to make its decisions consistent one with another
and to command the confidence of those who come before
it.  Eloquent testimony to the commission’s fairness is
afforded by the fact that of some hundreds of utility
cases decided by it but five have been appealed to the
courts and in but two has the decision of the commission
been reversed. By way of econtrast, it may be mentioned
that thirty-seven out of the first one hundred cases de-
cided by the Corporation Commission of Oklahoma were
appealed.

The Publie Serviece Commissions of New York are the
highest paid and best supported State administrative
bodies 1n this country.?" With abundant means at their
cisposal, the commissions maintain elaborate oreaniza-
tions, the divisions of the Second Distriet, or up-State,
commission being (a) administrative, (b) lieht. heat. and
power, (¢) statisties, (d) tariffs, (e) engineering and in-
spection, (f) telegraphs and telephones, and (g) traffic
inspection. There is a large staff of engineers, aceount-
ants, statisticians, rating experts, bureau chiefs, inspec-
tors, clerks, and stenographers — in all some one hundred
and T\H't'ilt_‘n'—!i\'l- 1'111]:111}'1-1*.~ besides the five commissioners.
T'he commission of the First Distriet has also a burean
of franchises, a librarian in charge of the most complete
public service library in the United States, and a pub-
licity agent. Both eommissions employ high grade men.
Mr. Wishart, statistician of the First Distriet, was
tormerly with the Interstate Commerce Commission:
Mr. Griggs, the tariff expert of the up-State commission,
1s an authority on rates; Delos F. Wilcox, chief of the

down-State Franchise Bureau, is the anthor of Municipal
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Franchises and other recognized works on munieipal gov-
ernment ; the Secretary of the First Distriet commission,
Mr. Travis H. Whitney, is a Harvard law graduate; and
the librarian of the same commission 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 rate-making beyond compiling schedules and cor-
recting personal diseriminations. The commission for
Greater New York City (. e. First Distriet) has made a
number of property appraisals both in rate eases and in
connection with applications for stock and bond issues.
It has also reduced rates-and increased transter privi-
leges on certain street ear lines, and has ordered some
reductions in electric rates, especially for break-down
service. More attention has been given to service con-
ditions. The commission of the First Distriet made
1,378,627 tests of gas meters and 2,217 inspections of
electric meters during the first four years of 1its exist-

PIP

ence.2%® This commission also exereises close surveillance
over the surface, elevated, and subway lines of Greater
New York and has enforced many improvements 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-State commission has had frequent
occasion to refuse certificates of publie convenience and
necessity to would-be competing companies. Uniform ae-
counts and the maintenance of depreciation funds 1s
required in both districts, though the supervision in this
respect 1s less thorough-going than in Wisconsin.

Both of the New York commissions attach great im-
portance to the control of capitalization. In the First
Distriet, out of $307.824.940 of securities proposed by the
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I‘Hrrl|!:II|i'*- HH|_‘~' $589,103,219 was El[f[:I'H‘u'i'lI ih}' the commis-
s10n.27  The commission of the F'irst Distriet has done
good work in accident prevention. Transportation com-
panies are required to report every accident immediately
by telephone and also to make a written report within
twenty-four hours. The commission conducts Inquiries
and makes orders in all ecases which dppear to I‘***;lli!'i'
such action. It ordered the installation of fenders. wheel
guards, and other safety appliances (approved after elab-
orate experimental tests) upon all street cars. The re-
sults are seen in the falling off of fatal accidents on the
transportation lines of Greater New York City from 600
in 1907 to 152 in 1910 and 169 in 1911.2°5 Besides its
other work, the commission of the First Distriet 1s
charged with the superintendence of subway construetion

a unique funetion for a State public service commis-
S1011.

Perhaps the most promising achievement of the New
York commissions is the one which makes the smallest
immediate irrllnr'+--.~iun Hpori the ]r'r1|r]i*' the 1necrease
and diffusion of knowledge. The commission at Albany
has made original and valuable studies of publie utility
standards and accounts. The commission of the First
Distriet has compiled an exhaustive record of the fran-
chise grants in Greater New York City, which should be
of the greatest value in future litigation and in passing
pPoTi .‘i[b}1“l';1|iur|'- for the il]bil!‘n\':il of securities. Both
commissions have collected and tabulated thousands of
rate schedules and have published reports showing the
physieal and finaneial condition of hundreds of corpora-
tions. It is just this unpicturesque and immediately

unprofitable work which may count for most in pre-

paring the way for effective reculation.
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State control of urban utilities has had to win its way
against powerful and persistent opposition. In the early
history of the Massachusetts board publie service com-
!#Eli‘lii*.‘« were wont to resent the board’s inilll'ih'itinfl.‘ as
impertinent interference with private atfairs. A curious-
ly similar note was sounded by spokesmen of the Empire
State Gas Association so late as the year of grace, 1907.2%%
Professional promoters have urged with much feeling
that only the prospect of unusual returns can induce
them to risk other people’s capital in the development of
new enterprises.*™ Nor is it only corporation magnates
who have lifted up their voices 1n anger and alarm. Ad-
vocates of municipal ownership have made strenuous
objection to the compulsory purchase of private plants.=*!
Persons who regard monopoly as the root of all evil have
looked askance at any restraint upon competition. Home
rulers have seen 1n the appellate and supervisory powers
of State commissions a menace to local self-govern-
ment.”"* Local politicians, who have found their im-
portance diminished, their campaign stock in trade
destroved, and a never-tailing source of personal and
party revenue stopped, have not been slow to protest.>

Despite all this eriticism from so many different
sources the State commissions 1mm Massachusetts, New
York, and Wisconsin alike have gradually gained the
confidence of the publiec and of the corporations subject

to their supervision.** HKxperience has quieted honest
fears and convineed interested alarmists of the futility
of factional opposition. Publie service companies have
learned to make a virtue of submission, and investors
have found, at least, that regulation 1s a blessing 1n dis-
omise. Protected from cut-throat competition, from the
attacks of petty politicians, from wasteful litigation,
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from managerial infidelity, and above all from the piracy
of speculative promotion and the robbery of high finance,
urban utility properties for the first time have acquired
a stable value. The proverbial widows and orphans, over
whom so many tears have been shed by the vendors of
worthless stocks, find that the securities of Massachusetts
lighting companies represent something more substantial
than attractive bits of blue sky. Nor have the other
prophecies of evil been fulfilled: none of the disasters
So Ireely predieted have come to pass. The orowth of the
lighting industry in Massachusetts has not been checked,
nor has railway building ceased in Wisconsin or New
York. Local self-eovernment has not been extinguished,
and the sacred constitutions are vet intact. The industri-
Ous ilii|lii1‘|*]' llnu';lrhi}'H learns from one set of opponents
that the Railroad Commission of Wisconsin has favored
““the interests’’ at the expense ot the people,?™ and from

another that it is drivine the publie service industries
trom that misguided State2 The two criticisms meet
each other and afford perhaps the best testimony that
could be adduced to the fairmindedness of the COIM-
mission,
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URBAN UTILITY REGULATION IN IOWA

Ursax utilities in ITowa have never been subjected to
central administrative control. There 1s, to be sure, a
harmless anti-stock-watering law, which forbids the issue
of ecorporate stock at less than par, requires the approval
of the Executive Council of the State for any issue of
stock in exchange for property, commands the Executive
Counecll to ascertain the value of the property so to he
acquired, and makes its valuation conelusive as to the
amount of stock which may be exchanged theretor.**
But the Executive Counecil has neither engineers nor ac-
countants for the work of valuation; nor has it the funds
to undertake actual appraisals. In praectice the Execu
tive Council depends on the ‘‘sworn statements’ of cor-
poration officials and of two ‘‘disinterested persons’”=*®
— which may encourage perjury, but does not prevent
stock watering.

So far, then, as urban utilities are regulated i1n this
State, the regulation i1s by municipal franchise or ordi-
nance. (ities have, 1 this respect, only the powers
expressly conferred by the General Assembly;*™ and so
an examination of the statutes will sufficiently disclose
the extent of municipal regulation.

URBAN UTILITY FRANCHISES

Since the law governine franchise grants 18 not uni-
form for all the classes of urban utilities, 1t will be

10]
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condueive to clearness of exposition to follow the statu-
tory classification in this regard.

A city couneil may authorize an individual or COTpOTa-
tion to ‘‘ereet, maintain, and operate’’ ‘“heating plants,
waterworks, gas works or electrie licht or electric power
plants”’. But such grants are subject to three limita-
tions: (1) no authorization ean run for more than twenty-
five vears, at the end of which period the grant may be
extended, renewed or amended; (2) no exelusive fran-
chise can be ‘‘thus granted, amended, extended or re-
newed’; and (3) no franchise is valid until its precise
terms have been submitted to, and ratified by, the quali-
fhied voters of the city at a general or special election, 2%

Cities and towns may authorize or forbid the con-
struction of street railways within their limits, may
define the motive power by which cars shall he propelled
thereon, and may [_H*l']IIiT or forbid the ]:’1}'1}1;1‘ down of
tracks on particular streets, alleys, and public places.2s!
There appears to be no time limit upon such erants, nor
any requirement that they be submitted to a referendum
vote. But the right to erect poles and strine wires in the
streets — without which, under existing conditions, street
rallway tracks are of little value — can only be granted
by referendum.>®*> To conclude this tale of inconsisten-
cies, no grant can be made to an interurban rallway for
a longer period than twenty-five years.2ss

No franchise permitting the use of the streets or other
public places of a city for ‘““telegraph . . . . tele-
phone, street railway, and other electric wires?’’ ean be
granted except by affirmative vote of the qualified elec-
tors.>®* To a layman the implication is plain. Never-

theless, under an aet authorizine the construction of
telegraph or telephone lines ‘“‘along the public roads of
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the state?’,2s% the Supreme Court apparently has held
that a city’s consent 18 not necessary to such occupation
of its streets.=®"

To say that the foregoing provisions for the different
classes of utility franchises express no consistent policy
is to put the matter very mildly. No reason can be as-
siened for the subtle distinctions made except that the
several acts were passed at widely different times and
without reference to each other.

POLICE ORDINANCES

The power to regulate public service companies by
municipal ordinance likewise varies according to the class
of such company in question.

With respect to gas, electrie, and water companies a
city or town may (1) require service to any applicant
alone the lines of the mains, wires, or conduits, (2) com-
pel the furnishing to the city of water, gas, heat, light, or
power for public purposes, and (3) regulate or fix the
rates for service and the rents or charges for meters —
and ‘‘these powers shall not be abrideed by ordinance,
resolution or contract.””=**

The ordinance power over street railways extends
only to (1) the location and character of its tracks, poles,
and wires, (2) the kind of motive power used, and (3) the
amount of pavement which each such railway shall be
required to construet and maintain.*®

-y

Rates and service
can, Il]n]r:il‘l'lllh', be reculated un]l\- ],}' franchise or con-
tract.

(Yities and towns have the power “‘to authorize and
reculate . . . . telephone . . . . and other electrie
wires, and the poles and other supports thereof, by gen-
eral and uniform regulation, and to provide the manner




104 APPLIED HISTORY

in which, and places where, the same shall be placed upon,
along or under the streets, roads, avenues, alleys and
public places’’.?*? Seemingly, they have no power, either
by franchise or ordinance, to regulate telephone rates or
service,

MUNICIPAL OPERATION

The statutory provisions for municipal operation of
public service industries in Towa may conveniently be
grouped under (1) power to operate, (2) financial re-
strictions, (3) accounts, and (4) administration.

Fivery eity or town has power to purchase, erect, main-
tain, and operate, within or without the corporate limits,
gas, electrie, or water works; but such power can only be
exercised after an affirmative vote of the qualified elec-
tors voting thereon.®® When the franchise of a gas,
electric, or water company has expired or been surren-
dered, 1f the city and company can not agree upon the
terms of a new contraect or grant, the plant may be con-
demned and purchased by the city at a valuation fixed by
three distriet judges designated by the Supreme Court.?*
The right to acquire and operate street railways, not be-
ing expressly conferred, is, of course, withheld from Towa
municipalities.

Cities may issue bonds to buy or build muniecipal
plants and may levy taxes to pay for the construection,
repair, and operation of the same.?**> But such bonds can
not be issued to an amount which, together with other
bonds outstanding, will make an ageregate greater than
five per eent of the taxable value of property in the ecity
limits;**® nor can the tax in support of any one utility
exceed five mills on the dollar of such property.??* Cities
of the first class may, however, levy an additional two
mill tax to ereate a sinking fund for water works bonds.?°3
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Every municipality owning and operating any public
utility must keep separate accounts showing ‘‘the true
and entire cost of the said lli'ilit}' and u[}vl‘:—.l'[hm thereof,
the amount collected annually by general or special tax-
ation for the services rendered to the publie, and the
amount and character of the service rendered therefor,
and the amount collected annually {from private
users’’;2°% and it must make an annual public report
stating in detail ‘‘the cost and operation and all income
of each publie utility operated or owned by the munie-
ipality.’’?*" The form of accounts, which is the same for
all cities, is prescribed by the Auditor of State, and the
books of cities of five thousand or more inhabitants are
audited at least biennially by State Kxaminers.**®

Water works operated by a city of the first eclass must
be managed by a board of three water works trustees ap-
pointed by the Mayor for a term of six years.”™ No
special form of administration is preseribed for other
municipal utilities.

CRITICISM OF THE PRESENT SYSTEM

The statutes just reviewed can hardly be said to form
an organic or consistent whole. There 1s no valid reason
for denying to cities the same powers over telephones
and street railways that they possess over lighting and
water companies; nor is there any obvious need for im-
posing greater restrietions upon one class of utility fran-
chises than another. Nevertheless, certain policies with
respect to the regulation of urban utilities are fairly de-
ducible from the Towa statutes. These policies comprise:
(1) a considerable measure of local autonomy; (=) striet
legislative and judicial, with but slight administrative,
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I*HHTI‘H]: 1-":] I't'“:llu'w* ll}nrrt t'nlliln'ﬁlinrl: (4) hilnrl'f-fl*l‘lll

tranchises; and (5) permission of municipal ownership,
though only within somewhat narrow limits. As reeards
present policies of lowa in respeect to the regulation of
urban utilities it is very apparent from the considerations
offered 1n the Irl'i'l't'l“H‘“{' sections of this paper that, with
the w\i'“[rl‘iuu of those numbered (1) and (5). these }m]-
leies are not in accord either with expert opinion or with
practical experience in other jurisdictions. Similar pol-
icies have been found wanting in other States and such

preliminary investigation as the writer has been able to

make strongly indicates that they have not been more

suceesstnl 1in lowa.

FAILURE TO REGULATE

In the first }liiii’*' Irllltlit'i[i;lf reculation does not regu-
late.  Of seventeen ecities concerning which the faets
conld be ascertained, two regulate tl'!i’ll}llilli‘ rates, none
attempt to control street railway fares otherwise than by
contract, nine have fixed the price of gas, and six the
price of eleetricity by ordinance or franchise. In no case
1s there any effective regulation of service. Compensa-
tion to the grantor city was paid for only three out of
fifty-four franchises. In seventeen cases the eity receives
a certain amount of free or reduced rate service — as a
few free telephones or fire hydrants — which 1nereases

the burden upon consumers for the relief of taxpayers.
TABLE V]
PuBLIC UrTIiLITIES OF SEVENTEEN lowa (CiTIESS00

|-TlijT;|~4 A L ;. K e e siatiste dvety Al

ilj"'-l";';”t']"l. ll'\'l.lll'l{ RELIRIOS . oy s pats ot SlEieTs avars siral by s Kot b6

I.Til'jTl‘~ franchises ...... W . : : R et e b B AT e a4
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Franchises for which eity received compensation ............ 5
(‘ases 1n which I'f1"x' receives some free or reduced rate service. .17
(‘ases 1n whieh I'H_‘J l'!*_"._"lll:ETl'h service and fares .............18
Public service Corporatlons . ... .c. cossosssoins s ses s H()
KOYOI0M COEDDTATIONS |vov i - afuss|slorate uiace sioiska sustshemsisaln nyein ahexsie ees 10
Utilities controlled by holding companies ..........cccvvunn. 22
Clorporations controlling two or more utilities in same city. .. .12
Competing BUHEIES o 1vveaie rimm s sie 8 vieis 5 50 S0m3 Sinl o S5 obis 11

FAULTY RATE SCHEDULES

An examination of the published rates of about a
dozen utility companies reveals many cases of diserimina-
tion due to lu;hH}' '[i'ﬁ*i:'lll‘il :-'t*limlll[n“-l. The !.*]i*{'t'l'il' “_u'hi-
ine tariff of a gas and electric company which is typical
of a number of similar utilities in lowa 1s as follows:

Basing rate, 12 cents per 1000 watts
Bills from £ 1.70 to % 3.20 per month 10 per cent discount
Bills trom 3.20 to  6.00 per month 15 per cent discount
Bills from 640 to 10.00 per month 20 per cent chiscount
Bills from 10.70 to 14.50 per month 25 per cent discount
Bills from 16.20 to 20.00 per month 30 per cent discount
Bills from 22.00 to 28.00 per month 48 per cent discount
Bills from 31.00 to 60.00 per month 40 per cent discount

Bills over $£60.00 per month 5 c¢ents per 1000 watts

This schedule 1s open to three objections. First, the
discounts are so arranged that it is possible at several
points to secure more current for less money. Thus
fourteen kilowatts would cost $1.68, whereas fifteen could
be had for $1.62: the net price for five hundred kilowatts
would be $36, for six hundred kilowatts, $30. Second, the
discounts are based solely on quantity consumed, without
recard to maximum demand or hours of use. A factory
which runs sixty lamps one hour daily uses the same cur-
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rent, and under the above tariff would get the same rates.
as an all nmight restaunrant which runs six lamps ten hours
a day. But the factory’s instantaneous demand upon the
generating plant is ten times that of the restaurant and
its rate ought therefore to be higher. The practice of the
Wisconsin Commission in such cases is to base discounts
upon the monthly hours’ use of the ‘‘active conneeted
I;r;[.]“_ ;Ihni ”ii“* dppears to be the ul]]} tair method.
Third, large users appear to be unduly favored by the
scale of discounts. Consumers of fourteen kilowatts per
month eV twelve Cents per I{i]ll‘ﬁ'-:l”. consumers ot 1Hore
than five iirlluil‘l-ll 1{iltr‘.1';llir~, !:I"'n.'l' cents. ,].||“ -H['i'i't't'w*-* 11
cost of serviece 1s much less than the ereat difference in
the rates charged to consumers.

f]‘lll' above electrice r-»l']l*.‘lhl[l' i*# ili NOW1se Hl:i'{lll' iTi
Itr‘d':l, Ui. l‘if_{'}lf I:l[‘ifti.a I‘HI‘ l'|1*1'Tl'ii' “:‘irT or power, I+HHI'
offer discounts which admit of similar diseriminations
and only two distinguish between long and short-hour
users of the same amount of eurrent. Most of the eas
schedules examined are upon a flat meter hasis, whiech
cdiseriminates in favor of short-hour users. In several
cdses vVery low rates are made to t.’lI'L"l' consumers and i]|
at least one instance a charge of 90 cents i1s made in the
main ecity and of $1.10 in a suburb served by the same
company.

[t must be remembered that the diseriminations here
in cited are simply those apparent upon the face of the
printed tariffs. What departures from these open rates
are made, 1n the way of special contracts or secret re
bates, could only be ascertained by an examination of the
"HIIJ}F.‘ET;]"*-‘ books. [T Wisconsin’s +"~.E++'i'i"ln"' mad o

taken as a criterion, suech personal diseriminations must

be numerous and important.
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RATES OF URBAN UTILITIES

So far as appears from the meager data in hand the
rates of urban utilities in Towa are not, upon the whole,
excessive. The table below shows the price of gas In
certain Towa, Massachusetts, and Wisconsin eities of sim-
ilar population. No comparison of electric rates 1s at-
tempted because of irreconcilable differences in the form
of schedules.

TABLE V1l

NET PrIicE oF Gas PER 1000 CuBic FEET

[owaA CITIES RATES MASSACHUSETTS WISCONSIN
CImMESs RATES (CITIES VATES
Des Moines. .$ .90 | 370 11 1 (TR $ .80 Superior . ..$1.00
Sioux City.. 1.00 Haverhill 1.00 Racine ..... 1.00
Dubuque ... 1.00 Malden 1.00 Oshkosh .... 1.00
(Cedar Rapids .90 Taunton 1.00 Shevbhoyvgan . 1.35
Waterloo ... 1.00 (hicopee 1.26 Green Bay.. 1.40
Burlington .. 1.00 (Gloucester 1.10 Madison ... 1.15
Ottumwa ... 1.20 North Adams 1.05 Appleton . 1.35
Muscatine 1225 Attleboro 1.20 Beloit .. - -s - 1:2b
Fort Dodege . 1.15 Woburn 1.40 Marinette 1.50
Keokuk 1.50 Marlboro 1.50) Ashland 1.50
woone  ..... 1.25 (ireenfield 1.90 Manitowoe .. 1.00
lowa Catyis . L1 Webster 1285
Average of Average of Average of
twelve cities 1.11 twelve cities 1.21 eleven cities 1.23

LITIGATION OVER RATES

The attempt at eity control has led in lowa, as else-
where. to mueh litication with its attendant expense,
delay, and ill-will. No better illustration need be asked
than is afforded by the legal battles now waging between
Des Moines and four of its publie service companies.*”
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The several cases are so instruetive that it will be worth
while to set them out seriatim.

First, a franchise, exclusive for thirty years, was
granted 1n 1866 to a horse car company, was repeatedly
assigned, and 1s now claimed by the Des Moines Street
Railway Company to be perpetual on the ground, among
others, that it was exercised without objection after the
expiration of the original grant. Ouster proceedings
were begun some half-dozen yvears ago, were carried to
the Umted States Supreme Court and there dismissed
tor want of jurisdietion,®? and are now pending before
the Supreme Court of Iowa. The case has already cost
the l*i[}-‘ of Des Moines £20.000 and the end 1s not vert.
Meanwhile the city is estopped from regulating either
fares or service.

Second, agitation against dollar gas was begun some
vears ago. At length, on February 27, 1910, the city
counecil, when no representative of the gas company was
present, passed a ninety cent ordinance.”® KEnforcement
of the ordinance was forthwith enjoined by United States
Distriet Judge MePherson, and a decision of the lowest
Federal court upholding the ninety-cent rate was only
obtained on August 21, 1912°* The city has already
spent $25,000 and the company $150,000 on the case, with
a costly appeal to the United States Supreme Court re-
maining to be prosecuted. The dollar price for gas still
remains 1n foree in Des Moines atter nearly three years’
itigation.

Third, the people of Des Moines have for vears paid
thirty cents per thousand gallons for water, a very high
rate for a eity of ninety thousand imhabitants. The ecity
couneil, in 1908, ordered the price reduced to twenty cents;

but the ordinance was held invalid more than three years

— e
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later by the United States Circuit Court,*"” and has never
been in force. Having sunk some $14,000 in the vain at
tempt to secure lower rates by ordinance, the eity next

songht to purchase the water works. The company asked

$2.700,000 for a plant which had been valued by a master

in chancery, upon the company’s evidence, at $1,840,
000.2°¢  No acreement being reached, an appraisal was
sought 1er the enmbersome method of a “eondemnation
court’’. herein before deseribed. If no appeal 18 taken
from the decision of the three distriet .111‘51!1‘.‘4, ”IiH Pro-
ceedine will cost the eity about $15,000. Consumers still
payv I]|i|'1} Cents per thousand gallons of water in the
*‘11}.' of Des Moines. .

Fourth, an ouster proceeding against the Iowa (Bell)
Telephone Company was decided adversely to the city n
1903.2%" Another suit has I‘l'-***lil|}' heen IH"_’..'IHI to test the
company’s right to operate without a franchise from the
1*il}.

The net results of five }'r:lt’-%' litieation and the ex
penditure of $75,000 of taxpayers’ money are: (1) that
the rates complained of remain in force; (2) that no 1m-
provement of service has been effected; (3) that the con-
T““”TI;’. I‘!.'EIHI]* of I!I*‘ t'iT}' ;ll]'I 11% |i11}r|i:' at*I'k'ii't* corpora-
tions are still undecided: and (4) that chronie liH.*-IiHI}'
has been engendered between the companies and the pub-
lie, each recarding the other as a natural enemy_to be
oppressed and exploited as much as possible.®*® Well
!lii'_'hl .|H-[:'r' T\Ii'[}}ll'l'.‘--iﬂl. ln*liui‘l- whom 1111‘“1' HT' T}H**l'
cases have been tried, exelaim: ‘“In the face of these long
delays and the tremendous expense attending the hear-
ings, it is apparent that some other method must be
devised to determine the matters as to some of these

public utilities.’
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MUNICIPAL ACCOUNTS

The shortecomings of municipal utility accounting have
:lll‘f*;lti}' been adverted 111, but the ]HJ"HIt may be made
clearer by contrasting the waterworks reports of a Wis-
consin city of 4000 and an Iowa city of 40,000 inhabit-
ants.”'”  The former contains the following significant
information not to be found in the latter: (1) the amount
of water furnished to, and the ].'t_‘('l_'i}lt.*-i from, residences,
business establishments. city buildings, schools, publie
parks, fountains, fire hydrants, and street sprinklers;
(2) the cost (including interest, maintenance, deprecia-
tion, and taxes) of pumpage; (3) the distribution costs:
(4) maintenance and depreciation in detail: (5) the cost
of reading and testing meters and making collections:
(6) the number of each class of emplovees and their
wages; (7) a detailed inventory of property; and (8),
most 1mportant of all, the net financial results of the
year’s operations for the plant as a whole and for each
class of service. The Towa report shows such results
only for the industry as a whole and with no allowance
for interest, depreciation, taxes, or the water supplied
to the 1*it_\' or the school distriet. In a word, the ]WH]iif‘
of the Wisconsin city can, and the inhabitants of the
lowa eity ean not, discover whether their plant is being
operated economically, whether the charges are too low
or too high, and whether one class of consumers are pay-

ing for serviee to another.

The present State control of municipal acecounts is of
little benefit. The character of the supervision by the
Auditor of State may be judeed from the last annual re-
port of the Department of Finance and Municipal Aec-
counts. Municipal industries are treated under the




URBAN UTILITIES IN I0WA 113

heads:311 (1) ““Payments for Municipal Industry Ix-
pense’’, divided mmto (a) ¢“Salaries and Wages’ and (b)
“ All others’’: (2) ‘‘Payments for Outlays”™ (intended to
represent eql nipment and construetion); (3) ‘‘Receipts
from Municipal Industries’’; (4) *“Value at (lose of Year
\llllm*l}r'ﬂ Possessions’’: (5) ‘“Water Works, General
IHIHIII]flT on and Cost of Service’’, showing number of
miles of mains, number of fire hydrants, maximum and
minimum water rate, number of connections, and number
of meters: and (6) similar data for electrie plants.
Three criticisms of this report may be offered. (1) It
18 hlqauﬁrile to ascertain therefrom the original cost, de-
]reriHliuIL HTrlh%lirul H;H1H;.tHlI%iHIHiH!!‘Ih'MT.liPiﬂWlTle
rx]H'Hﬁrr.]-HIH]HI:P.'WﬂluiuﬂWﬂiﬂ FHI“F.‘H'[H]hlh‘l”HlFHIHIF
tion of any plant; and hence it is, of course, out of the
question to compare the efficiency ot different plants 1n
any respect whatever. (2) The returns, even under the

meager heads noted, are \wr}'invnun]dvlw. The number
of |r;11|nir-l|r*ti water works is eiven as 69 in Table 11T and
-5 i1 Table IV of the last published report, though the
former table includes 6 plants nmml--i in the latter. The
tem. ‘‘cost of fige hydrants’’, in Table XVI, appears for
hut 41 cities ot of 71 for whieh other data 1s or1Verl.
(3) Fven the items set down are not always to be trusted.
[t is probable that the table of ‘‘Payments for Munieipal
[ndustry Expense’’ is intended to indicate operating ex-
penses. If so, $14,395 seems an excessive expenditure
for the Hawarden water works as compared with $1.166
for the Charles City plant, and $533 for the Sae City
water system. Similarly, the pay roll of $466 ;11 the Mt.
Pleasant water plant appears very small by comparison

with ““waces and salaries’’ of $4,822 for the Clarinda
works. The explanation is, of course, that the several
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items in the same column do not represent corresponding
tacts. Doubtless some municipal accountants place con-
struction and renewals under *‘ Payments for Munieipal

L B |

Industry Expense’, while others record even operating
gxpenses as *’ I';!} ments tor Outlavs’. Whatever the ex-
planation, the numerous and glaring diserepancies vitiate
the value of the summaries in Tables IIT and IV.

The poor results attained by the Auditor of State are
due 1n part to the lack of adequate provisions for secur-
ing prompt and full returns from the municipalities. But
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HI'#“II:IT*‘* are not t"ilnr-i‘ll T.HI‘ ”H'il' fl*i'ill]i:‘:ll !{l]nﬂ'lm[:‘n- ol
statistics and accounts. The very committee which draft
ed the present S) stem of HIIIH]P”};I] accounts was coin
posed, in the major part, of untrained city officials.”’

Municipal operation of public service industries has
attained a considerable maenitude in lowa, as 1s shown
by the tables on the opposite page. The number ot plants,
the sums of money invested therein, the annunal expend
itures therefor, the importance of economy and efhiciency
in the manacement of these industries, the great value of
intellicent and correet accounting as a means thereto, and
the deplorable deficiencies of existing accounting meth
ods. all call for effective State supervision.

ATTEMPTS O CREATE A PUBLIC SERVICE COMMISSION

Bills to create a public serviee commission for lowa
were introdneed in both the Thirty-third** and the
Thirty-fourth®'® General Assemblies, and such a measure
was passed by the House in 1911 but failed in the Sen
ate.”’

O 1

e several measures proposed, the White (irier-
[.arrabee and Sammis bills of 1909 were identical, as
were also the Crist and Sammis bills of 1911, the latter
differing from their predecessors chiefly in reserving
larger POWELS LO '!1i':TIii'i|i:ll.iTlit'“. A ai§1*1¢'|| of the H:H!l?l]i-—
bill of 1911 will, therefore, sufficiently indicate the char
acter of the defeated legislation.

r|"!1'* -""I‘u'HH.’U-l““ “]H ]ll'*ri i*!i'*] For a ErllH-ti' -t'I"u"ll*f' :'HH|I1|.l-
sion of 1

ve members, appointed by the Governor and
by a two-thirds vote of the Senate, and re

|
P s
connrmed
movable by the Governor for cause, to hold office for six
vears at a salary of $5,000 each. The commission was

ojven jurisdietion over all common carriers and over

s i e
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street railroads, telegraph and telephone companies, and
gas, electrie, and water plants, whether private or munie-
ipal. There were the nsual provisions for investication
upolrl {"illll(!liiillf o1 upol1 T[tl' 1*nni]“%--inr|'_~ OW1l IIIHIiHII,F
tor reports from the utilities to the commission for filing
schedules, and for fixing rates and ordering improve-
ments. The commission was given power to require
uniform aceounts and to appoint meter imspectors. The
bill included a ‘‘stock and bond’’ clause, forbidding the
1ssue by any utility, private or municipal, of eapital stock
or of debentures to run more than one vear without the

. There was algo a ‘“convenience

'l'HTrI.Hl'l.‘"-.‘*ltFTI. 'S ;i}llhl‘n'x ol

and necessity’’ clause, making the commission’s assent
necessary to the commencement of any utility enterprise

In competition with one already in existence and a vali-

dating clause ]Hl'l'liwh 20| which would have }H'I‘I[lil'l*'l]
existing utilities ‘‘to exercise the franchises and privi-
leges which ﬂin*}' now have, or whieh HiaV hereaftter be
granted to them, so long as they comply with the pro-
visions of this act and the [valid] orders of the commis-
.Hi'rrlu. hll}i_ii‘i‘h ]lnut*x'l-T'. to the powelr of IJHlT.ii'iEII!EiIi'“‘- to
amend or alter any franchise at its expiration. Munie-
ipalities retained the power, subject to review by the
COMIMISS10N npon t'-lr!!]-[;iiul 11}' the utihity affected, (1) to
determine the quality and kind of service to be rendered
and the other terms and conditions upon whieh any util-
11} H]'Hr]llii he IH'I‘THIITTME LO nu'f'll|r}' ||l1' Streets, :illl! 1"_'|' Lo
l‘!'r|liii'l* additions to or extensions of the |l]|}*~i!‘;li IIJHHI.

SO e H|I 1|l*‘ ahove fi'I'H"ui"“li"H“*. IIHI;I!W:!} the stoek Il]ltl
bonds clause, are less explieit than eould be wished. The
effect of the validatine celause 18 doubtful. sinee it does

1ot "””'"““I:‘- I'I'H\'ilh‘ IIHI' TIII‘ f'lll']‘.t‘i‘“l'f‘ of I‘I'Elll{‘llir---r-: ]'lll'

any violation of law. or of a lawtul order of the commais-
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sion. As a whole, however, the bill is more objectionable
for what it omits than for what 1t contains. The most
iln]ml'i:lhl omissions are: (1) l‘.\']lfii"i'f definition of un-
lawful diserimination, (2) valuation of utility properties
by the commission, (3) audit of utility accounts, (4) det-
inition by the commission of standards of produect and
service, (o) lIl.-~}J+-£‘Tinn of service and t*a|lli[1|111*111 I!}' the
("-JHHIIi.‘“.‘*iH'[i.‘\ al:H't'. (6) 1‘1!1111'H| of mergers, {,TI ;I]J}H'l'i‘x';ll
of franchises by the commission, (8) an indeterminate
permit clause, and (9) restrictions upon judicial review
of the commission’s decisions. Taken together these
omissions, but especially the failure to hmit court re-
view. would have materially weakened the proposed com-
Miss101.

The defeat of the }Hllrlit' serviee COMMISS1oNn [l]'u]m*;ilr«'
in Towa is largely attributable to the opposition of city
oovernments. The City Council of Des Moines peti-
tHoned. in 1909. “‘acainst the enactment of a publie utili-
ties measure that will take from the cities and towns and
electors thereot the power to erant I'l‘.{‘!llﬁ to the use of
the streets’

service companies operating within their borders.””*"

or ‘“‘the control and regulation of public

More than twenty petitions to the same effect, emanating
from eichteen ecities and towns, were presented to the
Thirty-third and Thirty-fourth General Assemblies.®®
FI‘}H‘ lH.‘liH :t‘HlHlll of T[ili‘."‘ n]m]nni?in]t. das _L['Eli}tl‘l'l'l] rl'll}ll
interviews with leading spokesmen of the cities, may be
reduced to the following: (1) dissatisfaction with certain
features of the particular measures under consideration;

\ &) r~11~1-i1'i-11| of the _-Emt|.-:ll':-11111 of the 1=1'ii]m-t*11 legisla-
tion: (3) fear that an unfit commission would be appoint-
od: and (4) preference for ‘“‘municipal home rule’ as

against any form of State supervision. It was alleged 1n

e ——— e e — — il e ——— e . i = Erom—

—— - . JE——
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addition that a public service commission. however de
sirable 1n more urban States. is a needless XUV 11 a9Tl-
n'IJiTIir':ij |..u,-r_ and that the cost ol a |1I. CoImn iuén}]

would be prohibitive for this povertv-stricken State. A

-l'!'.'"r examination ol thess "'"'-l'l'.'ll “i'f""T:’” - ". "|"“'*'

the present sectiol of this paper.

'he defects of the bills introdueed and voted on vere
mentioned above. Friends of effective State sunervision
|m|,+] NNOT Navi LEE] '=,]|1‘-]-|"| Vit ol ] i) | Heaslures
presented 1n their original form. But thei specific ob
.q-l'TJul!iailr (1 a8y haxy Nee1 overcome | cdllle] I' ent

|l‘ ['f‘ ~entatives ol certain LD S ! 'porations
vere alieged 1o have been vel HIM t | sHpport o L1
DeNnding bills ".'llii.._ 1O The S S)ol ) | 1T 1 Cad>Ules

A Il11téended ot |20 | LLCE L0 | ' ] ) = 1O

4
Ve ell ol ftounded, thev seem to o D nstru
mental 1o brn ne abhont thi eteat of the SET Hities
hills
I'he bills proposed to continue f Pres hhallroad
Commissioners, until the expiration of t terms for
1 I Thhe Ver J-E}u--rT' elyv elect as 1 mbers of the
F-I"'J"""*'i !":i'.'u'w-r'.}m--.--lr*.r:'?w-:f-', L wo of these (Com-
missioners, 1t was alleged, were openl supported for
election :'I_‘. certain railroad corporations and were ui
lv favorable to ‘‘the interests [t was thought, be
sides, that the agrieultural element of the population
might be given undne representation in appointments by

the Grovernor, and that cities mieht have to submit to
reculation by a board **not one of whose members resides
111 & CITV Oor 1S Tamihar with city !""-"'!""’“‘

T'hat eity officials should oppose State supervision of

urban utilities 1s easy to understand. The dignity and
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power of municipal office would thereby be somewhat
diminished. Moreover, an oft-tried and ever reliable
campaign issue would lose most of its value: once estab-
lish an effective State commission and no Carter Har-
rison or Tom Johnson or Mayor Pingree is needed to
deliver the cities from their bondage to publie service
corporations. Opportunities tor °‘easy money’’ would
likewise be eurtailed — a consideration which would have
weiocht with dishonest officials, if any such there be 1in
lowa.

[t is as unnecessary as it would be utterly unjust to
aseribe unworthy motives to all of the opponents of State
supervision. Many hich-minded men honestly believe
that the ‘“ecities and electors thereof’’, if only given suf-
ficient powers, can regulate the public utilities within
their borders to better effect than can a distant commis-
sion which represents a predominantly rural constitueney
and which is necessarily unfamiliar with local condi
tions.®! This conviction agrees well with the American
rii'ﬂh 11 htif‘iil ‘**1]“-_‘,_"'{1‘-.l*I‘HHl*‘ll’[. whieh dppears to be espe-
cially strong in Iowa. In the words of a former city
solicitor of Des Moines, ‘‘Home rule in the ecities 18’7,
with many, ‘‘the sheet anchor to which we would
cling’’.==

The arcuments of the home rulers have already been
considered at some length in an earlier section of this
paper, where 1t was pointed out that reason and experi-
ence are acainst unchecked loeal eontrol of urban utilities.
The costly failures, and the no less costly partial vie-
THI':M*.H. Hli l:"“-w :\lu.lrw'h. l't'il;il' HH]Ii!i“. .“"';'!nll?-;_ '1”11}'. :Hltl
other Towa communities in their contests with publie ser
vice companies sufficiently emphasize the point.

T]H' ;1]".:'11]11i*|11’ HT} IlHH-Tit‘l'*"*'-IET:"{ t]mw 1101 1'n|!‘a"1|1:'|*_ [I

e TR - E————
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18, of course, true that Iowa has 110 !IJI*T]'H]HIIIIH. but there
Adl'e ten l']li*'.- nT‘ more ”.':H.' T‘~R*'I|T_’x' Ti"nl!i*-:lllii, .‘H!l] T‘»‘h'*'!:l_‘f-
six of more than five thousand inhabitants. There are
nearly one hundred places served bv two or more private
companies each, and more than one hundred municipal
plants valued at some ten million dollars. It must be
remembered that while the agoresate cost of water, licht.
and local transportation at Cedar Rapids appears small
by eomparison with Chicago. vet the per capita cost may
be equally great, and good service at n reasonable price
1S no less important to the consumers of the one place
than of the other. The laree city, moreover, is better
.‘L}r?I' than the H!J!;liil‘l' LO cope ‘.&IIHJ iT‘* }HI'I“!' *I'T"h'it‘*' COT-
porations. Chicago ean maintain a board of Supervising
engineers for the traction system. employ experts to value
the gas properties, and engace eminent counsel to fieht
the companies in the courts. But Towa City ean do none

of these things. The loecal lighting plant is controlled by
an eastern syndicate, the local telephone exchance is s
unit of the Bell system, and the municipality is hopelessly
outelassed in a contest with either. H:'.F}' the State can
do for the cities what holdine companies have done for
Ilr:-.' IITii'l1_‘. 1‘|rT‘[HIT'.‘lleT!'~ [*--trl Hl:i*ii' resoureées _Tr-rl' of-
fective effort.,

Nor should the legislator’s vision bhe limited to imme
tii.’tT" f.l'r‘i‘“-*-ilji“. ]l i'- !--*:":H.‘ll'.-_‘u' Tilr‘ |ll'n\.'ihf'-‘ of I]H'

State to exercise that larger foresicht which is bevond
the ken or the interest of the individual citizen. Most of

the older and more populous States de ayed the regula-
tion of public utilities until the abuses had become acute
and the evils were in part bevond repair. The ricorous

stock and bond laws of New York. New Jersey, Mary-

land, and Ohio are in the nature of locking the stable
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after the horse 1s stolen. lowa may well ]JI‘HIH’ h}' these
examples. Towa’s cities are growing rapidly. The
urban population of the State — counting as urban those
who live in places of five thousand inhabitants and up-
wards — rose from sixteen per cent in 1890 to twenty-
five per cent in 1910. One-sixth of Towa’s people now live
in places of more than twenty thousand inhabitants.
Furthermore, the importance of urban utilities increases
oven faster than urban population. Every year the tele-
phone, the electrie light, and the gas range reach poorer
families than before. Street railways now pay in cities
of a size that twenty vears ago could not support a horse
car line. Left to themselwes, therefore, the evils ot the
present situation will multiply in geometrical progres-
S10T1.

The arcument of excessive cost 1s likewise not well
taken. Indeed, the advantage of economy lies altogether
with a State commission as against reculation by the
cities separately. Des Moines alone has spent $70,000
within five vears in its struggle with three public service
corporations. If other cities have spent proportionately
less, it is beeause they have not attempted to exercise
offective control over local utilities. Doubtless the large
expenditure of Des Moines 1s a wise investment, as the
city administration contends. The point 1s that the State
could accomplish better results for all the cities at a cost
relatively much less.

S ———
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SUGGESTIONS FOR EFFECTIVE UTILITY
REGULATION

T'ae foregoing survey of the regulation of urban utilities
sugegests certain conclusions as to what shonld he sougeht
and what avoided in public utility legislation. To a
statement and discussion of these conclusions the present
f'*-llzilllf-l' will be tii*\.'niml.

THE PUBLIC SERVICE COMMISSION

The first essential of effective control of public ser-
vice corporations is an efficient administrative hody.
Fixperience indicates that a board or commission best
meets the requirements of the problem. The requisite
powers are too great to be entrusted to a single person,
and a large body is too cumbersome for efficiency. A
commission of three members is probably preferable to
a larger board, even if of equal individual ability. More-
over, a given sum laid out in salaries is more likelv to
secure competent men 1f divided among three than if dis-
tributed to five. Inasmuech, however, as it is not desir-
able to legislate the present Railroad Commissioners
out of office 1t mieht be well to have the plll.rlic_* Service
'[‘H“l”]i."":.‘“illll {'Hll."‘li.‘*t :lf fil'rét Hii ﬁ'\.'!' l]|£*1|||r{*]‘.-;, LO }H' [‘1*4{11{'1‘1]
to three as the terms of the present Railroad Commis-
sioners expire. As to the method of selection, appoint-
ment seems to secure better results than popular election.
The provision of the Sammis bill for appointment by the
Governor and confirmation by a two-thirds vote of the

122
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Senate 1S ]il'ulmld}' dS ,:'mul a method as ean be devised.
The term of office should not be less than six years, one
commissioner being il]:}milliml every second year. Com-
missioners should devote their entire time to the duties
of the office and should have no connection, by stock own-
ership or otherwise, with any public utility.

With respeet to personnel, one commissioner should
be an attorney skilled in railroad law and should act as

the commission’s counsel, ex officio, thus saving the sal-

ary of the present Railroad (Clounsel. Another commis-
sioner should be a public utility expert, familiar with
methods of valuation and accounting. It might be neces-
sary to go outside the State for such an expert, and so
ll]:-[ll_l-lllt'fﬂi‘llt.‘* ought not to he confined to citizens of
[owa. Finally, one member of the board should be a
resident of some Towa city of not less than twenty thou-
sand inhabitants. All appointments by or under the
commission should be by competitive examination.

UTILITIES INCLUDED

The act should embrace the following utilities: (a)
railroads. interurban railroads, express companies, sleep-
ine car, dining car, refrigerator car, tank car and other
car lines, pipe lines, steamboats, and all other carriers
between cities: (b) telegraph, telephone, and other trans-
mission companies, lines or systems; and (e) street rail-
ways, telephone exchanges, gas, electric and water works,
heating and refrigerating plants, terminals, ferries, toll
bridges, warehouses, elevators, cold storage houses, and
any ereamery, slanghter-house, meaf packing establish-
ment, and any milk, coal or ice dealer found upon com-
plaint and investigation to possess substantial monopoly
I. power,
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The term ‘“public utility’’ should be so defined as to
embrace municipalities and every individual. partner-

ship, firm, corporation, association, trustee or receiver

owning or operating any of the foregoine plants, busi-
nesses, or mdustries, and also any eorporation or associ-
ation formed for the purpose of :1{"r|llil‘i!1L:‘. or authorized
to aequire, or which has acquired any utility franchise.
This last provision, modeled upon the New York law. is
intended to reach inchoate or inactive companies which
acquire franchises and hold them until such time as they
become valuable. Some of the businesses above enumer-
ated are not usually elassed as publie utilities, but it is
well known that in many places they are, and tend more
and more Lo |r+*{"n|l11u virtual ]Iinlm}mfivr-;_ The law should
be broad enough to cover all monopolies and explicit
enough to preelude evasion by a mere change of form.

The more certainly to guard against evasion. it oucht
to be enacted that no publie utility as above defined shall
hereafter be operated except by a eorporation duly in-
corporated under the laws of Towa, and that no publie
utility franchise shall hereafter be eranted or transferred
13'\'.{'.(*}11 to a {'H]']m]':lﬁnn SO ill[‘n]‘]m]‘;iimi, These p]‘u]l”]i—
tions would at once ]11't=t'|lllll* the H]H'I‘;Hinli of utilities by
irresponsible individuals, or associations — devices re-
peatedly employed in Massachusetts to escape publie
regulation. At the same time, no existine property
rights would be impaired nor would the acquisition of
utility properties by holding companies be prevented.
The proposed inhibitions would simply compel operating

companies to incorporate themselves in Towa and thus
submit fully to the laws of the State. There appears to
be little doubt that such a requirement may constitution-
ally be made. The State may fix the terms and conditions
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UNIFORM ACCOUNTS

Uniform accounts, to be preseribed by the commission
for each class of lHiIH]PH, should he lwnrqu]HHT}[ Hix-
press provision should be made for depreciation acecounts
and for the maintenance by each utility of such depre-
ciation fund as the commission shall deem adequate to
F“}J:HW' Ihl'}rhihi and IH|Hi]HIH'HI as the Sdme may wear
out or become obsolete. The purpose of the depreciation
fund is to prevent impairment of capital, to which, as
explained in an earlier section of this paper, there is
special temptation in public utility businesses. Nof only
ordinary repairs, but renewals as we

l, are properly oper-
ating expenses which ought to be met ont of earnings
before dividends are declared or profits computed. Only
thus ean investors be protected without saddline the
public with interest charges upon vanished ecapital.
['urther, by means ullfhu-fh-plwwﬂsﬂiuui;|rrinln1~. together
with Ifn'¢WrH~IIWH4i{H|ilvrlﬂlutﬁ above a}urkﬂﬂltrr.iwinlinlr
Ing valuations will be automatically secured and a sound
basis established for rate-makine.

To make the accounting requirements effective. the
PH]H}Hiﬁx}n!!HlHIHIJ h{*PIH]HiHI'FH+if11H[hf“ Ihl'HlWWHIHIh of
any utility and should be required to examine and audit
the books of municipal plants. Municipally operated util
ities would greatly profit by such supervision as would
Plnjqrrf Th!ﬂllfil|{vlql iHIiJ!iuﬁ}Jl'IW'UHIW]*. \\Wlﬂrlt4lwﬂllrh
are provided authentic and comparative information as
to the operation of municipal plants effective control will
become possible and municipal industries mav be expeet
ed to succeed in Towa as they have suceeeded in Great

Britain.??* Private investors, also, would be benefited by

trustworthy eomparative reports of public utilities.
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RATES FOR SERVICES

The commission should have full power, after hearing,
to fix the exact rates for each class of serviee. It 1S not
sufficient to preseribe simply maximum rates. [n most
cases when any change of rates is necessary Jjustice as
hvtu1u41VHH5HIHUTﬁlwﬂﬂﬁrvﬁlﬁﬂﬂﬁiﬂn HFT1H'NHTh1'ﬁPh“J—
ule. To simplify the commission’s work and to secure
uniformity each utility should be required to publish and
fle schedules showing all rates in forece. No change 11
the schedule should be permitted without thirty days’
notice to the commission, nor any inerease over the rates
offective at a eiven date without the commission’s assent.
Unlawful diserimination should be defined with some par-
ticularity, and any departure tfrom the published sched-
1ﬂvﬁiﬂ‘ﬂlﬂ'£rvulvr.hwwgau'diﬁ\ﬂwﬂﬂiﬂlnruﬂ1|3HHE'pPTHnH
than to another for a like and contemporaneous service
should be expressly prohibited. As a further precaution
the commission should be authorized to cancel diserim-
iljiltil]‘_‘f contracts, even those which antedate the passagZe
of the act. Such a power may appear anomalous; but
there 1s no oood reason for the continuance of an ad-
mitted wrone. and what is more, diseriminatory agree-
ments are unlawful and hence ab initio voiud at eommon
law.

STANDARDS OF SERVICE

The commission should have power to preseribe stand-
ards of produets and services, standard units of measure-
ment. standard measuring appliances, standard safety
equipment, and rules for the protection of the health and
safety of employees and of the public. It should be
authorized. after hearing, to require improved service or
facilities. additions to plant or equipment, and exten-

— e ——
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stons to new territory when reasonably necessary to the
IIIIFriic‘ service, To make these }-f'n\'ir-iulh l']‘Tl'l‘Ti\'i'. the
COMIMISSION should be i'|=l|llil'wi. l]]!'ull:’h competent agents
and with reasonable frequeney, to inspect railway tracks,
bridges, and equipment, and other utility properties, to
test the purity, pressure, heat value and illuminatine
power of gas, the voltage of electric currents. the initial
efficiency of electric lamps, the purity of water, the
strength of fire streams, and the adequacy of telephone,
street 1';ii[u;1}'. and other HIiHI}' service, and to l“llItI]H‘].
upon the reports of its inspectors, and without formal
hearings, full compliance with standards fixed by law or
by the lawful orders of the commission. Utilities shonld
be required to provide standard proving apparatus, to
prove meters, test service, and keep station records ae-
l'ill'iijll*_," 1O TF!!' ?'Hii'*- ]M'w-q*]‘ﬂuw[ ].*\ TELI' I'HIHHI‘IH.‘*EHH. .\'H
utility should be allowed to install any gas or water meter
until tested, approved, and sealed by an official Imspector,
nor any electric meter of a type not approved by the

{'4rl]JI|]i*~‘-iH!J.

STOCKS AND BONDS

No provisions of a public utilities act are more im-
[IH!'IHHT or r'iw|||il'1* f'iu'-»*'l‘ :HII'HTiHiJ Tit:th I]JHM' 1'-"~|ll'<'|i!'t‘_[
capitalization. Wording as well as substance needs to be
watched with jealous care to guard against evasion. Ef-
fective control of i':i}lil;||i;{:llillii must embrace, at least,
the tfollowine features :

['1rst.
or debenture running more than twelve months. should

rym

he 1ssue of stocks, bonds, or any form of note

be permitted only for the acquisition of property, new
construetion, or other purpose properly chargeable to

capital account — and then only with the 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-
sion. which should be further charged with the duty of
seeine that such terms and conditions are fulfilled. The
I'ulllll]iriré'hm hlliﬂlinl be {'Hllllml'lltil'll, 1bi*|‘1||'£' _t_[‘[‘;[]]ﬁ_ng 9 Cer-
tificate of authorization, to ascertain the value of the
utility’s physical property, the amount of its outstanding
securities, and such other facts as i meay deem ]ll'I'Tilli*Itt
to the :-:Hirjf*t_'T: and it should be i'_"{]}l'l'ﬁ-i.‘-élfu' l*m}m‘»\'i'l'i'il to
withhold its assent to the whole or any part of the issue
applied for, and to require, as a condition of 1ts consent,
that the petitioning company increase its service, reduce
its dividends, or retire part of 1its outstanding obliga-
tions. Securities issued ofherwise than in pursuance of
the commission’s certificate of authorization, duly re-
corded upon the company’s books, should be void.

Second. No utility should be permitted to 1ssue cap-
tal stock at less than par, fully paid in cash, or in
property at a valuation fixed by the commission. The
seenurities of a new or 1‘!*{!!‘:';'111'1;':1”] compaltly should be
limited to an amount not exceeding 1n the aceoregate 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 by the com-
mission.

Third. Payment for labor or services 1n stoek or
other securities and the capitalization of any franchise
ot more than the compensation actually paid to the public
I'_:"I'Illltlll' T]'[t’l'l"llr., or Hi' “_Lt'i"llﬂl “ﬂ‘-'.IH“I 111 any amount, F]!Hlli'l
he v?»;}:-l'var-l}' ]rl‘iiili]iit+‘t1. To }Il‘]'lHH the ]rl'utllni'i'l' or

1:{ 1S TO encouragce

underwriter to receive a block of stoc
speculative enterprises and open the door to overcapital-

ization. Legitimate <orvices of oreanization should be

Y
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compensated in the same way as the work of an engineer
or building contractor. “‘Good will’’ obviously has no
application to a monopoly, and a public grant should not
be made the means of extraordinary profits.

Four. Stock or serip dividends, shareholders’ Priv-
illeged subseriptions to stock or bonds, and every other
torm of ““melon eutting’’, should be expressly forbidden.
As a preventive, all stock and other securities should be
offered at public sale. It should, however, be provided
that a minimum or refusal price may be fixed by the
issulng corporation, and that the securities may be of-
fered 1n suceessive blocks or, with the commission’s
approval, be marketed throueh underwriters. Without
such sateguards publie sale might depress the price of
securities below their real value.

Promoters, magnates, and security vendors at large
may be expeeted to protest against such rigorous restrie-
tions as are here proposed. But thorough trial in Massa-
chusetts, and a briefer experience in other States, have
demonstrated that stock u‘:“:t'{*l‘in_*_t‘ 1S not necessary to the
legitimate promotion of public utility enterprises. Rea-
sonable returns with good security suffice to attract all
the capital required for the public convenience. Beyond
this point the protection of investors is more important
than the encouragement of speculation.

MERGERS OF PUBLIC UTILITIES

Mergers, under proper safegnards, ought to bhe en-
couraged. The amalgamation of ecompeting utilities
avolds much senseless waste. There are marked econ-
omies also in the joint operation of a telegraph and a
telephone system, of a street railway and a commercial
power plant, or of a gas and an eleetrie lichting estab-
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lishment. It may even be advantageous to combine all
the utilities of the same community. Such a consolida-
tion would effect important savings in superintendence
and office expenses, in the cost of reading meters and
making collections, in the purchase of fuel and materials,
and in the engineering and construction departments.
Under such restrictions as will seeure to the public a fair
<hare in these economies, the consolidation of utilities 1n
the same territory is an advantage to consumers as well
as owIners.

Even the ;}1"-{11+l.~«"11i||[1 of Ilnll-[_‘mﬂi;.:‘lli'}llr-l ['}l't_l[j_lw]”('ivs }u}'
a holding company may be a public gain. Much, 1f not
most, of the capital invested in Towa utilities is owned In
New England, New York, Pennsylvania, and other east-
ern States. Such capital can be had on better terms and
at lower rates by such well-known corporations as the
United Gas Improvement Company, the MeKinley Syn-
dicate. or even the newly formed Towa Railway and Light
Company, than by an obscure utility in a country town
the very name of which is unfamihar to eastern capital-
1sts.

3ut, while freely admitting and seeking to secure the
advantaces of combination, it is needful to guard against
1ts 11;1]1_*_:_‘1-]‘_--', N of nrlllk' 1s the power of a ”]HHI)}HI]:\' over
1t patrons strenethened |l}' 1ts nnion with others, but a
merger is commonly made an oceasion of stock watering.
Whatever the capitalization of the companies consoli-
dated. the agerecate of securities is pretty sure to be 1n
creased by the amalgamation.

To protect the publie, while permitting leoitimate con-
solidations. three restrictions appear to be necessary.

First. No utility shall sell, assign, convey, lease,
morteace, create any lien against, or transfer i1n any
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i
s

munities has not been more fortunate than that of larger
cities in other States. Ome after another local telephone
systems have been absorbed ||j~.‘ the Bell interests. (xas
and electrie companies have consolidated with each other
or heen ;1(’;”11]'1*1[ li‘x hnlt“ﬂ_‘_'j l"t)!‘[]t)l‘:lli”llr-’-. rHI!‘ 1!]‘11[*1*.5%%1 ufi
consolidation has already proceeded tfar: of fifty com-
panies examined by the writer, twelve supply two or
more kinds of service. The policy of competition has
hroken down in Towa, as indeed 1t has everywhere else.

II‘I view of l]u- lltlifni"{il iizlihll'i- ni' ;lHt*H'I]\tH at compe-

tition, of the enormous fosses which have heen 1]11_‘111']'1"!1
in such attempts, and of the increases of capitalization
and deterioration of servjce that usually have followed
upoln the abandonment of these 1'T\;]H*I"lmt*11l;-~', it can hard-
ly be doubted that reculated monopoly is the wiser poliey.
XI_Ilit‘ HIE' |*--.-. lili' lm‘ﬂt'l‘ TO }H*I‘Hi'li {‘HI]IEH‘I.[[lIHI]. 11];1}.‘ Wt*”
be retained as a threat or elub to hold monopolists to the
faithful performance of their public duties. These two
objects are probably best seeured hy ]}I'l}]liilifillf_f the
establishment of any utility 1n competition with one al-
ready in existence unless the commission, after notice to
H]I]HHWi“HIWlHVPTTHWIEHMIEIlﬂﬂlrhlﬂ‘ﬁluﬂkliﬂﬁ and certify
that publie convenience and neecessity require such addi-
tional utility.

ek

PUBLIC UTILITY FRA NCHISES

With respect to the granting of franchises, two re-
strietions appear necessary for the proteetion of invest-
ors as well as of the publie.

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 ﬁlhttlullsluﬂliwwinv]ﬂht*iﬁlluuusﬁnlﬁ';utd proper
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tor the public eonvenience and properly conserves the
]ilill]if‘ illh"l't*:-é'[h: and the COmMMmMISSion should be i*?\‘;ll'r*r«'s[}‘
empowered to impose such conditions as to construetion,
equipment, maintenance, service. or operation as the
public interests may require. Such 2 provision, coupled
with the referendum requirement already in force in this
State, would go far to do away with corruption in the
granting of franchises. What is equally 1mportant,
‘“Jokers’’ would have little chance of surviving the triple
ordeal of the city council, the electorate, and the ¢OMm-
mMission.

Second. The indeterminate permit law of Wisconsin
has ‘._'Ii‘u'i‘ll _2‘1'lll‘1';l] sutisf':u'ﬁmr both to the [IHF}“("::" and to
the utilities affected.®2™ Under it the companies are as-
sured of their richts in the streets and of prutw'*ti:m
against competition so longe as they render reasonably
satisfactory service at reasonable rates, They have no
need to dicker with the local authorities for renewsals of
expiring grants. They are relieved from all fear of being
toreed to saerifice their property at the expiration of any
franchise and from all necessity of amortizing their in-
vestment. The municipalities, for their part, are no
longer bound by rigid contracts runnine for definite terms
of years. If any utility fails to furnish adequate service
another company may be chartered by the city, with the
commission’s consent, without regard to existine framn-
chises. If any city wishes to operate its own utilities it
need not wait, as now, for the termination of a grant.

There is little doubt that the Wisconsin plan 1s far
superior to the poliey of short-term franchises now pur-
sued in Iowa. If an indeterminate permit clause is to be
effective, however, it must be amendatory of existing
tranchises. The Wisconsin act was at first elective: and
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ander it, within four years’ time, but b= companies out ot
445 surrendered their franchises in exchange for inde-
terminate permits.?”® Fortunately, there is no question
that the General Assembly of lowa may, if it see fit, re
voke. amend, or impose conditions upon, existing public
H“HT}' lil'zlllt"h'l-vm the 11“\.\1'1' LO do so [e:.‘a'iH:' been ex-
pressly reserved by statute ever since Feifi R
[t should. therefore, be enacted that every license,
;u.*l'mit, or franchise granted to any public ntility by the
State or any political sub-division thereof, subsequent to
September 1, 1873, or which may hereafter be aranted,
<hall have the effect of an indeterminate permit; that
nothing eontained in any sueh franchise, permit, or agree-
ment shall prevent the construction or operation of a |
similar utility in the same municipality whenever the
commission, upon petition of the muniecipality and atter
hearine. shall determine that such second utility 1s rea-
sonably necessary for the public convenience ; and that,
notwithstanding the terms of any such franchise, permif
or acreement, any municipality may, at any time, pur-
chase alny H'I-ll'l'i}' }1_%. {'anH]thH]‘}' process ds hereinafter
sot forth. Any company whose franchise antedates Sep
tember 1, 1873, should be permitted to surrender what
4 over rights 11 may possess under such 1'1'5111!‘51'1'-'4' n
| exchange for an indeterminate permit as hereinbelore
i]l-:«{'l‘ilu';l_
|
1 MUNICIPAL PLANTS

Municipalities should have power to construct, ac
quire and operate streel railways, gas, electric, and water
works. ferries. bridees, markets, olevators. warehouses,
l‘HM storage ]HHHH."-. l'!r!]lml'l'i'iill 1“'1”1!1;" :ill*l l'i*i'l‘i:‘w']‘

ating plants, and possibly other arban utilities. This

- — -—..—.——_—d'_--_f-.-——_.'—_—_.:_.._ ‘ o a—— __._r — e — I
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list 1s mueh longer than the present laws of this State
allow; but all the enterprises mentioned have been sue-
cesstully managed by European cities, and experiments
in municipal oper annn under proper safeguards, ought
to be encouraged.?*® To this end the constitutional debt
limit should be so ame nded as not to tl}lplk to any Hlill'-!ﬂ-
tion secured only by lien against re venue-produeing
municipal property. Debts of this character Impose no
additional burden upon taxpayers and create no charge
upon the ordinary revenues of the city, so that the rea-
sons which support a statutory debt limit are imapplieable
thereto. The present sinkine fund requirements, also,
appear to be m:wisr-'. [t upkeep and depreciation are
properly provided for a publie utility is a permanent
investment. To require that the capital so invested shall
be amortized within twenty or twenty-five vears 1s fo
burden one generation of consumers for the benefit of the
next. It seems more just to fix rates at a point no higher
than will suffice, after paying operating expenses, interest
upon the mvestment, and taxes foregone because of pub-
lic ownership, to keep the original capital unimpaired.
The present provisions for the condemmation, by a
municipality, of a privately owned utility are defective in
two respects. IFirst, the right of condemnation can be
exercised only when a franchise has expired or been sur-
rendered. Secondly, the court of condemnation possesses
no special fitness for the making of appraisals and is
hampered by the technical procedure of an ordinary court
of law. Condemnation proceedings are, in fact, of the
nature of litigation and subject to the same delay, ex-
pense, and uncertainty. It will cost Des Moines not less
than $15,000 to present its case for the acquisition of the
and this, too, after the value of the

local water works
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plant had already been ascertained by a master 1n
chancery at a cost 1o the city of $14,000. This instance 1s
an excellent argument for making the commission’s val
nation’s conch 1S1ve, as hereimmbetore ]ni'n]}nﬂw|
[nstead of this llmrm and inadequate method, the
¢‘indeterminate permit’’ clause, above se forth, requires
a utility to se il whenever the munieipality wishes to buy,
its property used and nseful for the |.n1rl1t service, the
price being determined in the event of disagreement by
I}w commission’s appraisal. No municipality may enter
nto competition with an e vistine utility unless the com-
mission shall find that such competition is reasonably
necessaly to the =H1 lie convenience ; but no i'iTY 1S Te-
quired to [sunlmu any prope rty not actually useful for
the public service. The principles of valuation for munic-
ipal purchase are, ot course, the same as for rate-making:
no allowance should be permitted for “ogod will’’y for
capitalized monopoly earnings, or for any franchise, ex
cept the compensation actually paid therefor to the
muniecipality.
Bonds 1ssued for the '1*||H:1-il'iHT construetion, or

| equipment of munieipal ntilities should require the eom-
mission’s approval, and the commission should have

! .

1 power to disallow, or to reduce the amount, or modify

1

the terms of such bonds; but the present rieid limits upon

int'l*l'{wl rate ;nul }wl'iml LO Tl ailnll]ll he I'l'pl';l]t'll. [Il-

terest rates vary from time to time as well as from place
to place, and it usually is cheaper to pay a somewhat
hicher rate than to sell bonds at a heavy discount. The
restrietion of bonds to a twenty-year ]r!'l"lw]""' 1s of a
}I-lt'w'r- with the sinking fund ]m“t'}'. [Long-term bonds 1n
variably command a higher price, or, what comes to the
same thing, a lower interest rate in the market. Short-
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term 1]!‘“*1111]1?'5 .*-i!anrl he resorted 1O, ]!_‘u H [Hiirl;.t' ]'HH!ﬁ'.
Hlil}' 1] |ri'1'il+-!~ of ;1|lT|HI'HI:i]|_‘~' high interest.

Municipal plants should be subjeet to the commis
S101°’s ‘i111‘1i.-'|i{‘1-lnll with respect to accounts, rates, and

service to the same extent as privately owned utilities.
A publiec undertaking, to be sure, has not the same motive
as a private monopoly to exploit its patrons. But there
15 considerable danger that private consumers may be
compelled to pay for service furmished gratis to the eity
or, on the contrary, that rates may be made so low as to
101 !rl'nh'ii]l' for iI!TwI'i'xI‘ H|i]{u*t*1!. and -i*-}nr'w'l;itinn. \Wis
consin’s experience shows that municipal utilities are

hkely to diseriminate as between different classes of pri

vate f‘l'!l"‘HHi"l"‘*:H]HE eVverll persorna IHM"I‘.I!;!]r :Miuh ey he
brought about by pohtical influence or otherwise. Ser-
\'im-. ;1|-1r, i- Sure to lln' i!i]{!?'*". m! Er State i!i‘~1li‘l‘1‘|'r'| H’.'I1i
the requirement of station records. The need of State
-‘.1}u'l"n"I-iHH over Immin'i[n:tl accounts has been '~I‘.."!";.l'i'*?.1|_‘

emphasized 1in another eonnection.
POWERS OF MUNICIPALITIES

Eivery municipality should have power (1) to deter
Hlil"" ir} I'T';ir.l*;".iﬂ‘. contract, ordimance, or otherwise the
terms and conditions upon which any utility may oceupy
1ts streets, allevs, and other publie places; (2) to exerecise

:*;HJI-HHEEI!_.“_’ !:1}“.'1- i':ﬁ];1§'11i OVEer 'Iri.'i--~1| ”~1|.!-"“. I"ll"l,lll-ll“‘

tracks. and other strucetures in, under, over, or along such

hiehwavs or publiec places, and over all cars or other
vehicles operated thereon; and (3) to require additions

to plant or equipment or extensions ito new territory.
To prevent injustice an appeal should lie to the commis

nilt!' W 1rJ ﬂi:t-‘:i‘!-!: he +"!|[Hr‘a‘~- I'edd 10 Set asiude ::f_'. Ordal

nance, contract, or franchise whieh 1t might find to be
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NNIreasol ;1i|i,n . 1 !-,'l".h +.”l Or Ir]'l'_i'ilj-ti'.“ti. tO 1The I.]],l.-Hi' i“'[l']“

ost: but no utility should be permitted to occupy the
within, any municipality without

Bl
111

hwavs of, or operat
first obtaining the consent of the city connell and ol a
I::."‘.r:.HI"IT} of the qunalhified electors voting thereon.

COURT REVIEW

LO "H].H1;+* ;1}4111‘:li.- Il'l'H]Ii Iilt' I'HII]HIi.‘*."--iH]L
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I'ederal Land Office®** have been given all the finality
that 1s here suggested. The Immigration Commissioner,
under the alien exelusion acts, 1s authorized to determine
claims of eitizenship, and his determination is not subjeet
to court review.?% The iilll{ill:‘ of a medical ili*-}n‘l‘hl]'
that an-ahen mmmigrant 1s afflicted with a loathsome or
contagious disease 1s conclusive of the fact, and adminis
trative officers may thereupon proceed to deport sueh
alien and to colleet a money penalty from the ship whieh
brought him, without imvoking judicial process.*" The
decision of the Superimtendent of Publie Instruetion 1s,
in lowa, final as to questions of faet properly before
him.?%7

There is nothing in prineiple to distinguish the quasi-
judicial funetions exercised by administrative officers in
these cases from the funection of rate-making. The ques-
tions to be }::-l*-wwi uport are :-4l|}|.-1:ii1ii£|||_k‘ similar. The
reasonableness of a given rate, or schedule of rates, 1s
necessarily a conclusion of fact drawn from a mass of
imter-related facts. Whether a certain individual was
entitled to a given mark in an examination, whether a
certain immigrant was at a given date suffermg from a
particular disease, whether public convenience requires
H ~--i:‘iIH'H| ll””?‘*l‘ 1O {H' I !l‘rl'.‘]'tl‘ll are Iiiu-u']m- l‘lllil'l”."-:EHTI“*
drawn from more or less intricate facts. 1f some of these
questions are administrative in character, so are the oth-
ers.’®8  If rights of travel and residence may safely be
determined by administrative tribunals, so may the rates
;llln] .‘-»l']""n'il‘i‘ ol Elllim”t' untihities.

The courts in the United States are ecommitted, how-
ever. to the doetrine of judicial control over rate-making.
[t is not possible, therefore, to make the decisions of an

administrative body conclusive as to the reasonableness
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of rates or of orders affecting propert) rights.?®  The

atmost that can be done s to hedege about judicial review
‘Illurl. 1!'.:*”4‘ mattiers \ 1|| '-llt‘lii H.'HTII*I..'il.'il'-;‘- o= l| serve 10
Illili{.!‘ the }LLI}I:}*‘ ~r‘!"~l"1' =*~r!!|1|ki~~itrt: ‘“'1!1I"1I|I.'I[L'_l more thati
an advisory body. There 1s no doubt that a State maj
to the extent permitted by its Cor stitution limit the juris-
dietion of 1tg own courts; and 1t appears 1o he settled that
when a limited judicial review 1s ]“-I'miltmi by the laws
of the State ['Jll'tll'r“ will be T'--||:1!'ll'wl to exhaust their
remedies there betore applyving to the Federal courts.™

SOMEe of the mosi v*.'i'-'l'T".‘-.'r' ]---T1‘.‘k".-? ts 1 !}Hlmw! lpon
_1111511'1:1] I‘1"'~1i".‘-. 11 other States are -'.T.!:]H':h,l"lii*';il"‘!.-' 11 lowa.
Judieial fm ctions can ]'”t here be vested 1n an adminis
trative body, as has been done in Oklahoma and Call
fornia. since rigid separation of powers 18 enforced by
the State ‘-I"'!'-““l.-lill.|:1|""|!..: Hence T.r can not he had
by appeal, septiorari. or writ of error. Nor can cases be
l':H'!‘il'*i ~Eil'+-t‘Ti:'~ I o1 Lhe "H!r.-‘."-lﬂ:uﬁ[. LO fhe ?“%!illf'r'llt"
Court. though that would he a greal oain in fime and ex
[H'Iir--'. '-=.U;l'r' that court Lnas :lll‘!n'H:;h' _'H:!'-Inrll!-'!'ll-':‘. H'-:]}.."":

I}i*!'i!:t5r~ h ‘akﬂii;!E he most *‘a';*“-;.'.-".;1 1o enact that aAll)
party aggrieved by an srder of the commission may,
"-.‘J-illt.k!. 1'!|'ll‘1f“' '5.'&} - ilf'tt'." 1:Iu' l‘u'||'i'11".nl| '-.'ll-'r't'-ri‘* COnIence

H ST 111 +-|111l1j~. 111 the i‘rl-i1"l"l (‘ourt of 1'-|i1; (County,

acainst the comn 188101 a8 defendant, to spt aside sueh
order on the oround that the sam 1« unlawful, or w
reasonable, or was obtained by Ira 1. or was without the
jurisdiction of the commission; and that, except as above
[~1'H'\.-t-i1'||. 110 n1'|l+'1' or ':l*-"-.~11.'r.'. 01 'lf“." -*urs'|r||i-~-in[|, 'H]iilll ]H'
'1*i'.'-lir~!.'-+3 in any court of this State. The !"--'nre] certl
fied by the comn <sion should be the sole evidence ad
e

missinie '-"‘*..'J""['1 as 1o i!="i1:|.""ii'l'.'«"- OT 1raund) i «aii) ~14 L6 §

action to vacate all order of the commissiOll, bt
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party having new evidence to present should be granted
o I't'}l**:ll'irl;f as of right }:}' the COIMMIS “illfl.

The commission’s findings as to the value of property
devoted to the pu blie serviece should be final ; and no court
of the State should have jurisdiction. by mandamus or
otherwise, to t'nm[u'] the commission to grant any cer-
tificate that public econvenience and necessity require a
second utility in competition with one already in exist-
stocks or
bonds by a publie service company, or any transference

elrice, or to ;llll "rove ;ll]}' ]ll'ii]lllh!':f iﬁ-n:]s- {.]

of the franchise or other property ol any utility, or to |
consent to the terms of any franchise granted by any
municipality.

o

Appeal would, of eourse, lie from the District to the
Supreme Court as in other civil cases. To avoid delay,

actions brought acainst the commission should be given

—— e —

}Jl‘i't'i'timu-p over all Hiin-l' u:'ll‘ui[ Ca=ses UiI[tHEE' l‘i'f_l'zll‘wi to
frli.“[TiHllHH”Il'i‘illi'!ilfill'. I

To prevent dilatory appeals it should be provided |
that no order of the commission shall be suspended, by
iti_iIIIJf'f 10T or otherw iat-, l'){t't'}ll after not 1ce to the COI11-
mission, hearing, and a specifie finding by the conrt that
great and 1rreparable damage would ensue from the en
torcement of the order. No order continuing rates al-
ready 1n force should be suspended at all nor any order
reduecing rates without a supersedeas bond to refund the

— —

(| ii}‘q~|'q-}|:'1~ het ween the i*}]JlI'L:t‘hn 1‘{rfEt'l'li'-I ]+a~r|41 i!!ll' final de-
termination and the rates ordered by the commission. if
the same shall be finally sustained:; and the appellant
company should be required to keep accounts showing ‘_
the amount of such excess echarges and the names and ad-

dresses of the persons to whom the same may become
r1*|+llllll:l|i|1*,
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SUPPORT OF THE COMMISSION

The enactment of rigorous restrictions upon public
service companies and the vesting of broad powers 1n a
public service commission will avail little unless ample
provision is made tor carryving this legislation into eftect.
Penny-wise economy has been the bane of governmental
reonlation in this country — and particularly 1in this
State. The factory laws of Towa never have been proper-
ly enforced for want of an adequate inspectional staff.
The stock and bond act of 1907 has remained nugatory
for lack of administrative machinery. The State super-
vision of municipal accounts is farcical tfor the same
reason. 1he Board of H;lji]'il;h] (Commissioners has been
loss effective than could be wished because it has heen
accorded only a beggarly $25.000 a vear. 'T'here 1S ograve
daneer that the same mistake will be made, as 1t has been
made by a number of States, in setting up a publie service
cOmMMISSION.

Public utility regulation is a scientific matter, calling
ear a hicher degree and a greater mass of expert knowl-
edee than the people of lowa hitherto have recognized.”*”
Three commissioners without speeial training and with
the assistance only of a few ordinary clerks and stenog
raphers can not cope intellicently with the complex prob-
lems of valuation, accounting, rate-making, and service
«tandards. If the regulation 1s to he effective, the com-
mission must be composed of high grade men, able to

command $5,000 a year in private callings; and it must be
provided with a staft of rate experts, accountants, statis-
toians. and engineers at least equal to the staff of any
public service company in the State. An annual appro-
priation of $100,000 1s the minimum that should be made

for its support.
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To some this may seem a laree amount of money to
place in the hands of an administrative body. Yet it is a
less amount than the Des Moines Gas Company spent on
a single lawsnit, and it is small in comparison with the
}'!'Ell'i}' sums devoted Il}' the ]J'||Il]il' service {_‘Hlll}liltlif‘?‘- of
lowa to their governmental relationships. It must be re-
membered that the State has a larger stake in publie
utilities than has any private corporation. The cost of
effective supervision will be at most but a very small
percentage ol what the people pay for utility services.
iven the very expensive Public Service Commission for
the First Ijir-éll‘i{‘i of New York could be HII])}!H]'?!'!} }J}' d
tax of twenty-eight cents on the hundred dollars of light-
Ing and local transportation receipts.®** Such an expend-
iture should be saved many times over by the regulation
of public utilities in the interest of the whole people. A
reduction of ten per cent in the price of gas would save
$00,000 annually to the residents of Des Moines alone.
Standardization of artificial gas throuchout the State
would probably result in a saving to the consumers of oas
throughout Towa that wounld more than offset the entire
cost of the commission.

Funds for the commission’s maintenance can readily
be secured, and that without burdenine any existing
source ot revenue. It is only necessary to impose a fee,
as 1 Wisconsin,**® of one dollar for each thousand dol-
lars, par value, of stocks and honds approved by the
commission. Such a tax would work no hardship, sinece
the commission’s approval would add more than the
amount of the fee to the market value of the securities so
approved. Of course, all fees should be paid directly
into the State treasury and the commission’s support be
made wholly independent of the amount of fees collected.

-
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The bogey ot |r.‘||!-l‘T|;1|'l--I'|l has often aufficed to fright
on legislatures from measures that were socially wise and
necessary. '”t.l'-% :Hn'ii'lll searecrow, on more than one
occasion, has done yeomarn <orvice in Towa. But, happily,
its nsefulness 1s well nich at an end. Thoughtiful men
nowadayvs concern themselves but little with abstract doe-
trines of government. Their queries are whal 18 the
work to be done, and what instroment 1s best fitted to do
42  Whether that mstrument he private enterprise or
I"Ilill.“' E]iIT.r:jH'l‘-H"x, the local, State, or Flederal government,
matters not at all provided the end in view 18 attained.
[t so happens that circumstances just now call for an
i!én‘l'*‘;iw' ol :~~'H'1'*'.l'1+'[;i:tl ;."T.I'l ﬂ}. .".'.;1': T.I'!.a'= l|‘l‘l:1' H'il '__'I'H“.‘,TIH
promises to continue for' a generation to come. The
oreat era of competition 1s past. More and more monop
oly dominates the field of I‘;1;1'1?:-.H~1i+' industry. [Tnless
the economies of monopoly are to he forecone or 1ts ad
vantages are to inure solely to the 1u,u.1~.r.-|gu-'.}-'.-, |n.i"t-'.'1='
supervision must be oxtended to many businesses hitherto
deemed private.: Those Qtates which lead the way 1n
regulating imdustries already recognized as quasi-pubhe
in character are oreatine the machinery a d acenmulat
ng the Know ledge that will be 1--'511".1'1-:. LO COPH effectu
&l].'l:_‘x with the larger g_.|'1|i.,.-r;|= of tomorrow. Contrary
wige. those Cominol wealths which eling to the out-worn
;m'lln'_‘x of laissez Jati will }n!'wu-'-.I']_‘w And themselves atl
orave -i'la.".'i'.:'.:.‘[:r_'n- whe called npoll LO control monogp
u'.l'u i1 al aceravated Lormm.

lowa's leg1siators -honld be able to pass a hetter
public utilities law than anjy hitherto enacted. They have
hetfore them the | '-_1---|i--!-1'1- and --‘x]n-l"lr-'-wruTnli.--n. ol near
i} a SCOort O States. I" dale less ,L!?i1r:]-1-1'i-1| i.-f-. k'r--1+wl

abuses and less beset by corporate ‘nfluence than were the

.
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legislatures of the older and richer Commonwealths. Tt
18 especially to be hoped, therefore, thaf they will avoid
the mistakes and weaknesses of existing statutes and will

lay broad and deep the foundations of public utility
regulation.
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let 1ssued by the Massachusetts Highway Commission, 1010; City of Beloit

ne. Beloit Water, as and Electrie Company, 7 Wisconsin Railroad (lommis-

£7. 379, (1911)

 on Erickson’s Regulation of Public Utilities, Part ITII — Government

Regulation of Security [ssues of Public Utihity Corporaiions, a P:1u:j¢1lrt

1ssued h}'?? ¢ Railroad ommission of Wisconsin, 1911.

24 Wilcox wvs. Consolidated Gas Company, 212 TUnited States 1Y, 44,
Monongahela Navigation Lompany vs. [Tnited States, 148 United
Qtates 312, (1893); Montg: mery* County vs. Schuylkill Bridge Company,
110 ]’w]djmylx.ﬂ|ﬂi Qtate 54, (1885); Town 01 Bristol vs. Bristol and Warren
Waterworks. 23 Rhode Island 274, (1901) ;5 In 71 Monongahela Water Com-

pany, e LD Pennsvlvania State 5293, 1909).

25 Wilcox vs. Consolidated Gas Lompany, 912 United States 19, (1909);

Reagan vs. Farmers’ lL.oan and Trust Company, 154 [Tnited States 362, 410,

1804) : Des Moines Water Company vs. | ity of Des Moines, 192 Federal
Reporter 193, 197, (1911).
¢ Ford’s Valuation of Intangible Sireet Railway Property in The An-

[ [ I !.""r"r"-'.'lll (Ind SNocial SOLENCE. ‘l.-nt

r|l'r'|:‘5 07 'Jill'f _J."r" (LT ,!.'r'-;rn’_'rg ()}
XXXVII, pp. 119, 127.
27 Wricht’'s Development of Traction Control in Neu York City in The

.I-"u‘:i’I!;,‘\ ":. |F-J“ .’f'lf FeGLEns Ac Tr miy oj jbf'fl'i"l"”l (L ||'I h{e] '4.'|'I DCLENCE, 1\‘”1.

X XX1, PP 552. 565.
o8 Wilecox vs. Consolidate Gas Company, = 12 United 19, 44, 47,
1“I|i'_| =
) Qee Investors’ Manual of The Chicago Economist, July 15, 191%.

wihal -‘..1.-5'-!'I Nt View ”1' 1&" Pf”ﬂlv'h !'H lk-ﬁﬂx o1l hlnih|rrﬁ

Corporation Finance, Ch, [ The statement in the text 1s not intended to
helittle the business, as listinguished from the ‘ndustrial, funetions of the
nromoter. No doubt there al leritimate. in the sense of socially necessary,
costs f promo 10n. whieél 1t 1O D allowed 1 q "t oolng Vi lue?’ But

' exaAcoel the (80¢€1 \ e of the promotel ervieces 1n the
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31 { H]I|Fl;ll'4- \-b'I-!i'H 'S I i '_."hrra.r'_;; of Business Fnti rorise. | ]-,_ "l,,I

' }':Ifl|r'l'-,' 4P ki T f'rEJ.'J.'."rh"-'r.l-'.u_f- of Public Servici {1Ij_|'.l"_FfjJ|.jI|‘-r|.ll_\ in T he
{:-"'Ffrr'-'r ."|'I',f .-.IF-'J.IH'."H‘-il i f',-r'r-.-..fr.l'.l‘.'-r'\, llll.'--l_ '\:‘\,' [I[II l‘“L l ]:-
33 Robbins’s Public Ownership Versus Public Control in The American

Journal of Sociology, Vol. X, Pp- {87, 194,

34 Liewis's Philade -"J.'Jhuf',k Relation to flrl-’l,'ﬂrfl I'ransit f'r}!].!r'ui'-rf m 1 he
.I"""f“r-“* OfF the Ameriean .IrrIrl‘lr.-'."_-'J 0 I'I‘J’I-"’i'{l'-’r r.|'.-ru'] SO 'n’l'l Ha":."r'f. K-H!.

XXXI, pp. 600-611,

» Wright's Development of Transit Control in New York City in The

.[f"'li.’.ll.‘h rJ_.' rirJ-'r _IIHH L Con ‘!{'”ifr r|'|.r||' 7 _.I}r,l.'f.'l'ln “'.'I r!'.‘r!j ."‘\I”.".-.-J',l: .\.Il-',l,r nee, \I”[r
XXXI, pp. 552, 566, 567; Hotehkiss’s Recent Phases of Chicago’s Trans-
f”'-""“"'r'"'-' :;'-"-H’LJ-IF i i!l j"-'lu _I'r-'-'i.'-"w of the Amerwcan .[r'-'.'-'.f'r ey 07 f’-r"--"-:'.'h" r.'--uf

n\lr.lr'-'r!f .‘\-1-_1 e, .\I‘,.I_ _"‘.:_'\:\I! !I}}_ I:]Hr 1;:_'-}_

36 Npp TM‘LL]'ii_',PIT g ,|“'r velopment of Transit ( ontrol in ‘\-r i }-HI"."I. City 1n
I.j.'r _;.-,"Jhl',lr_\' ;i-lr. fjll,l; Ii”.‘f_r'.'.r'”'_r- _I.";,f:fl.l Ty T j}rj_r'l.'r,'r'rl'Jr J,'.-.fl J\-Irj.a'll|r|'r I\I.-".l it : \-ni
XXXI, pp. 552, 563-565. The New York Reform Club Committee estimated

the ‘‘water’’ in the Metropolitan Third Avenue System alone at $160,-

000,000.— See Municipal Affairs, Vol. VI, pp. 68-86.

i IIII1I't|H.]H'-!_"\-. F.|'Ir"-:.'.'-_.'u f-.i"ﬂ.'-'?‘rar;.' = A Study wn f'l.«-1-'-|.-.'-il _'I]I'..'ri|;l.l,|'|\‘l-r|l|'| :E:] j'll.".l'r'
An --'ra'-'lw' 07 fhe Ameriean _ir'-.'rf.r Ly () [ ,[irJ'-. -"l'-'."I rn"-"."! Socral r'_"‘l*'“' noe, 1;' ]

XXVILI, pp. 385404, at 391.

8 Gray’'s The Gas Supply of Boston in The Quarterly Jouwrnal of Eco-
nomics, Vol. X1V, pp. 87-120, at 115-117,

30 Cedar Rapids Gas Light Company vs. City of Cedar Rapids, 144 lowa

126, 429, (1909).
t0 The Towa City Republican, Vol. 72, No. 267, August 30, 1912,
il | “|T.EI.'lE"l‘ 1I'I.l'iill'.r'l1‘- .I’II'I-'I j’ll‘r.'r'.'.".',.' 07 !:--‘w. [ E88 jr'_."'r "l}"."-'\r, lh[r_ 143-145.

e \\rl'!lll‘rl I'- f ;.!'r ,I’,Ir.ln' |J|'.1_||' le )rlin'n'\."nr N f'..""r' 'ilrJn'"\'n - i ]|_ lIII,,TI i-_‘-uI[||'|'5|;|.“."|l1 II' 1-11;_
|1-|]' a conerete case see Grav'’s The Gas f".'-".'-'.r'-"--',' of Bostor im T he 1‘{”4’(!-""! -"u'l_-'.l'

Journal of .III'_\J'ln-IH,',';".{"t" Tul, :\I\ ]hir_ “\T. ]]11

4 ]_f"|ll|i.“\.'\‘|: ;’}f'.lrfr.‘l‘f .':‘I.r'J'I.' il & j;-’ II.l.rlr'll‘_" ||I" Jil.l'nlj-'- 'Ill !r -'.I'nr."""-f fl"l-'ill,r"'?"_".ll !”. .lll.llr""
_Il,nl,lr,'.'l\.' r.l|r. .".lifr _I,.-r;.- e Lt L!;'rfrfr H I“I' il E.r.l-;--r:l'hllll il "'."I .\:||l|"|.g.'|'r .N-r'-. fLity . 1|i-:li.[_

XXX]1, Pp. 600, 601, 602,

t4 \h‘kll'i,‘-_:hT‘H !’"'-'I'I"j"-’hrhr of Transit Control in New York C 'r_"i' 1n T he
,I.-r.-'HH'h' 0F fJ"rr _IHr:r'rr'Hrl _It'lff.rlf my ofj ;‘I"r--'l.'.".‘f'q{-'1 .-;...-f Hru'.‘r!-‘r ."'*rr'“.-n'-"r, "I.‘\rJ,

XXXI, pp. 052, 565.
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4+ [iHTI']IkEI'.‘-“--“ .III.I*'f" nt .'“Jr“-"“-\' l‘.f‘ |"|I'.|.-,'””“'\ .f.rlif-”.‘\',l'.'l'h"rrl'-';|'."'J-'-' .[“r'r.ll'lf.';f fit E.’:I
fjrliflf ;!.I’I.'f”-'l-\ I'-’I-I -'Jll” _!HH FLGiL _!I"IJ'I.'Ir ffl'_n’lf U_.I' ,[“‘ru'l.-?‘-r'u[,P .l.l:-l.ll ."iiu"ffl'l STLENCE, lH..1I

XXXI, pp. 619-629.

46 For a very clear analysis, see Frickson’s Regulation of Public Uttl
1t1€8, Part | — }.'a.'!'r' ¢ fTor Klectric Current, a [h‘lHI[*i'.lf-' ihﬂ-ill-'l| I"."" the i'{;.ilTlﬂ:tl!
Commission of Wisconsin in 1911. Compare In 7 Menominee and Marinette
Light and Traection Company, o Wisconsin Railroad Commission Reports
T7R8-005, at 826-830, (1909).

47 For discussion of ‘‘off the peak’’ rates, see Gardiner’'s Making 0]
a‘ia'il.":.\: H_Hz‘f the .ffr]rf-'.-"u.'-'url'-" Business System of (.0s18; lix1|r11l'-.' g f.*u‘i.”r }J-"rf-'*-'=

of C¢ ntral Station BRafte Malina.

4h Ht‘r* {;IHL‘HTI"I'.\ .h’ra'-"-. -'.'r.-'.l' 0] f:-'.f-rr.\ -r.lu'-'r.lI1 r'fr- Llr.'r.'.l"JJ{J-rn'frrJ? _.'I:IF.I'.'\.'.;-'II NS .\;J,l.s."r It
of Costs; also the very able discussion in In re Manitowoe Gas Company,
9 Wisconsin Railroad Commission Reports 163181, at 174176, (1908).

0 ¢« The same rate for all 18 u term thal 18 often mueh more beautiful
in the abstraet than when concretely applied, When it stands for the same
rate for all. regardless of both the cosi and its effeet upon the growth ol
the business, it may be in violation of sound economie and business theories

ere the conditions

as well as of publie poliey. While there may be places w

are such that uniform rates will fairly meet the situations, such places are
not I‘I‘r‘l“lwll“.'i}' Imedl *.‘n'!Th_“ —f-- i 1"~1:|1|i'.|‘.*.'~-|l' (vas i'1|1|:.F|'_|]'i_".'_ 2 Wisconsin
2ailroad Commission Reports 168 181, at 175, 176, (19U5).

50 Compare Erickson’s Reaulation of Public Utilities, Part 1 — Rates for

Electric Current: City ot Ripon ws. Ripon Light and Water Company, o

Wisconsin Rallroad Commission Reports 1-04. at 30-34, (1910).

51 Compare In 7 Menominee and Marinette LLight and Traetion Com-
}dlhy,Ii\Yiwwlnuh:linihuuwii'un|ndumvuu Reports 778-400, at R26—K830. (1909

52 ¢¢ A gchedule of eleetrie power Tales which allows reduced rates for
quantities consumed, without referenmce to the size of installation, the de-
mand. or to the hours of use, 1s not likely to be in keeping with the costs of
service or conduecive to the suecessful extension of business’’.— In re Meno-
minee and Marinette Light and Traetion Company, 3 Wisconsin Railroa
(Commission Reports 778-905, at 877; and Digest, p. 976, (1909). Quoted
from Digest.

TR | 'iTl‘n.' rl." |'n'|u{E 18 “-']rl-l: "E\RT.]T_I‘]'. ‘-'rzl‘H .'11|.-| l:]~1lu "'I]:EI:I[II\.', T 1"»“--Iw-
consin Railroad Commission Reports 187-387. at 379, (1911); In 7re la
(rosse (Gas and Eleetrie Company, & Wisconsin Railroad Commission Reports
138-941. at 238-240, (1911); State Journ: | Printing Company vs. Madison

(Gas and Electrie Company, 4 Wisconsin Railroad Commission R ports oil-
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Statement made to writer by Commissioner O, H, H
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i 18=905 8 eh—8o s )f 98, 904, 908 1909 Manat Vi TII'rT.'*.rJ.ffll".‘;'lll_’
cetrid 1ieht Com ! 3 Wigeonsin Railroad Commas n Beports 360-396,
t b 3 95391 1 9] (1 nghan Chippewa Falls Water
Works a | L. :l: ng |\ el I Y > W consin Railroad ¢ 11185101 [,-lr...ﬂ,m
) o, al - bor 8, (1Y [ Jefferson Mumeipal Eleetr L.ight
nd Water Plaj 5 Wisconsin Railroad Commission Reports 555-591, at
1 80—D8T 010 1t f Ripon Ri Light and Water Compar >
Wiscons Rallroad Commission Reports 04, at 28, 45, 47 ), 91 191
S Fourth A - [ A Vi Pul N ce Co
\ N Dist 19110 Vol. I, pp. 108-114, for discussion of dis
riminations by gas and electric companies
| son's Keport / Mass ' Hiagk ;] G SS10 4
Rat for the Boqt ; ] K} i . [)is i1 D 1—1 tnil Y L)
City of Beloaf Beloit Water, (Gas nd 1 ! Company, 7 Wis
- vl { I S1t Reports 187-=-387 b i 1 '
/ lenominee and Marinette Light 1l wetion Company, 3 Wias
consin R 'O Commission Reports 7718=89035 NUb Yoy
Compare [ ¢ Jefferson Eleet Light and Water Plax > VWisconsin
. { 111551 Reports 555, 581, 582, 585 )
I npublished records kindly furnished f e Wi Mr. Hal-
ford Erickson of the Raillroad Commission of Wisconsil Names are sup-
ITESS i T1OT18 TEaS0NS

i ¥ N il -
J’" B Lrils
¥
|
| 'j 2 | )
4
hl‘l:'!||“‘-.'i tu
]
||=-'
o 1 { Lal L s




e . Wy

}

URBAN UTILITIES IN 1I0WA 155

a2 In re Investigation of the Hudson Water Works, 3 Wisconsin Rail

] 1 4

road Commission Reports 135-14

at 141, (1908).

64 Columbus Advancement Association vs Wisconsin Telephone Company,
{ Wiseonsin Railroad Commission Reports 414 195 at 415, 425, (1910

46 Statement to the writer
mission of Wisconsin

36 See I"n.ll'l.‘-.rri.".].t"- j"_-,'f LI ETVICE I’.u'_;'--r.r'..'-'--I.-.'.ﬁ_ { |* I‘ ;I'T|=|: the ]Il'i*'[ illl
luminous disenssion by Mr. A. 5. Hills, on Il'he Origwn, (xrou th and Work of

f‘.;.',-’-'r- .’"-."-.’ e Lommissions, A 'u:|I:'.jri|'i-'1 1ssued by the .\!]-_I'E'E.-':a;": Ji‘u '.+-,-_[!'II‘|'II

and Telephone Company in 1911

87 Year Book., 39 Henry VI, 18, placita 24, (1460) ; Year Book, 14
Hr'l'.l'_‘, Vil 22, [II.'I":':: it (1489): Year Book, 22 Edward IV, 49, [rl.‘j-“i‘:u La.

68 Keilway, o0, placita 4, 1503) —* ¢TIt was agreed by all the court thal
‘d'i'.-'!'!' | smith declhines to cshoe my horse, or an innkeeper re fuses to "_i'-.l- e
entertainment at his inn, | shall haswe an action on the case, noty ithstanding
no act 1§ done: for 1t does noi (i EI-'H-i upon agreement, AL Translated from
Norman Freneh. Qee also Year Book, 46 Edward 111, 19, plaeiia 19,

| ol ).

69 Year Book, 22 Liber Assisarum 94, plaeita 41, 1345 ).
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