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THE COST OF POWER AS A FACTOR N
LOCATING INDUSTRIES.

By H. E. M. Kensit, M.Can.Soc.C.E.

i ahove.title implies a subject that is of interest
to every progressive city in Canada. There is a
very general impression that the cost of power is
duStriea largely determinix}g factor in inducing most in-
e S to select a Io9atlon, and constant repetition _of
vesti alm has caused its general acceptance. Little in-
of th;:satézn' appears .to be madf.:, however, as to the pasxs
imp()rt h‘?f’ in which industries the cost' of power is an
Power ag] t item and as to what proportion the cost of
€Xpe ears to the total cost of production or total
nses.
Counzilll]ls if“Prevssion_ leads cities, which means the
on ex R power in any particular year, to.embark
PrOVidI‘)enSlve and in many cases doubtful projects for
kno“,llgg cheap power, without having any definite
tiong €dge as to what industries the general local con.dl-
impm.tw ill make it possible to locate, or of the relative
ance of cheap power to such industries.
faw ;I];he questions of distribution facilities, proximity of
Matte aterials, extent of labor market, etc., are awkward
ang t;S that cannot be controlled by that year's council,
is decigy are, therefore, left in the‘ backgr.ound, whlle_ dlt
ea ed. to eénter on some extensive project to provide
all rip hPOwer in the hope that this will make everything
ady 8ht and produce a rush of industries anxious to take
antage of jt,
ressed upon

he fallacy of this view has been imp
riences and has led

e wri ;

him vtmter by various personal expe
Pow. O collect a large amount of data on the cost of
' t of manu-

er in g 1
aCtur‘ In different industries. A large amoun r
Statj Ting data has also recently become available in the
flSStlcs Issued by the United States and Canadian
sOurus bureaus, the Ontario Bureau of Labor and other
aVerceS’ and it is, therefore, possible to tab.ulate the
in aarﬁe Proportionate costs of many different }ndulst:.les
. Saerito gi ximate idea of their relative

“’poftance_ glve an appro
Comparison of these statistics by such factors 28
ct and the

the
"ati.:,per cent. of wages to gross value of prgdu -
of the value of the product to the capital employ

A . A in the two
¢ whil appreciably in :
6 £ ile the figures vary app if the average 15

u .
tak:;rlgs In some individual industries, 1f b
dusty; Ver a considerable number of mxscellaneouls1 o
fore :.s they are in very close agreement and that, t ethe
Oie he conditions are not widely different. On oy
factop the United States statistics are the most sfatltfe
Meanjy, to work to, because the explanation given od 5
actly 88 Of the terms, the precautions taken an -
What the headings include, is much more comp

ah, Pec fic H ittle
l 1 than i S, It anOIVCS some lit
Or mn the Othel i i & for

Sho to dlg out the ficures and giv :
-tﬂé vCV::; ut the tables t}%at follow are dedu?ed dlrecttir?g
"tere SUs figures, the only assumptions bemg.the ra

assy, ed anq depreciation on the sta

empl*"yed.prlce per h.p.-year for the state
tries will atta.lch
o its population
spective of the

ted capital and an
d horse-power

the %Certa;n number and class of indus
and ;)thves to every town in proportion t
Cogt ¢ ¥ l0cal conditions, entirely irre
of power 2 d
b, S o¢h industries in a town of 5,000 PUlat‘on W;u‘llr
anq 3’_’ a ')"iCk-yard, steam laundry, machine shop,el oa-
tors’ e‘tSt mill, planing mill, mineral water factory, ;"a
€ When it reaches 12,000 or 15,000 there may
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be added, still without regard to cost of power, further
factories of the same class and in addition a foundry
brewery, sash and door factory, tent and mattress factory:
etc. At 50,000 population, and still without regard to
cost o{ power, there would probably be, in addition to the
foregoing, some or all of the following: box-works;
abattoir and cold storage, harness factory, soap works,
creamery, show-case factory, etc.

_ The results are so general that a little investigation
will ‘sa'msfy anyone that they are obtained under normal
conditions irrespective of the cost of power.

The reason can be clearly seen from Table 1. on con-
sideration of the percentage cost of power, compared to
other items of expense incurred by miscellaneous medium
sized industries. It will be seen that at the assumed
figure of $50 per h.p. year the highest figure for the cost
of power in per cent. of total costs is under 6% and the
average is 3%. :

The intention in this and the following tables is to
give a fairly approximate idea of the proportion that the
cost of power bears to the other items of expense, not to
attempt to give an exact figure of the cost of the power
itself, which must vary in each case in each industry.

Before proceeding further it will be well to explain
the basis on which this table is constructed, so that those
interested can make any allowances they see fit.

The total capital employed is given in the census re-
ports for each group of industries and it is specified that
the expenses given do not include interest and depreciation.

““Materials’’ include all raw materials, mill supplies
and containers. It also includes (as given in the census
reports) fuel, rent of power and heat; and fuel includes
all fuel used whether for heat, light or power or for pro-
cess of manufacture.

Salaries and wages include labor for power and this
latter cannot be given separately.

Power. The census returns show the primary power
employed in each industry, b.ut do not give the cost of
power separately, this being included in ‘‘materials’’ and
in wages, as above stated. The cost assumed for power
has, therefore, been deducted from the amount given in
the census reports for materials and the amount so de-
ducted represents only fuel, oil, stores and water and
rented power, or the equivalents. The writer finds that
the average proportion of costs of producing power in
from a large number of individual cases where

factories, ¢
the costs were accurately kept, is as follows:
PR il s §evien sty w38 3. v 00 bion oimie 'y + - 50.00%
Oil, stores AN WAL s eieis s oo stavs orsisis iaterts 4.25%
Wages cococeccce: e TS | S L e 17.00%
Repairs e T S e 3 o 4.25%
Interest and depreciation on power plant at 10%
on investment .....eeeeeieanias F P 25.00%
100.00%

To correctly show the percentage cost of power it
would therefore be necessary to correct the interest and
depreciation column and t!le salaries an.d wages column
shown in the tables. ’I:hxs can be easily done for any
particular case but to do it to the whole of the table on an
assumed cost of power would d.lm.mlsh the value of the
original figures. Fu'rthe.rmore, it is not necessary to do
so to support the contention as to the low percentage cost
of power in misoellaneou.s industries.

If, for instance, taking the averages of the columns,
power at $s0 represents 3% of the total costs and we

that power costs 25% more or less than $50, this

assume
will only be 25% of 3% or 0.75% on the total cost taken



