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INTRODUCTION

The municipal ownershij) and conduct of popu-

larly used public services is a subject which is

receiving considerable attention in Canada. In the

city of Toronto, at various times during the past few-

years, there have been more or less popular agitations

for the acquirement and conduct, by the local munici-

pal authorities, of the street railway service, the gas

service and the electric light service. In other parts

of the country there have been similar agitations,

which have resulted, in the city of Winnipeg in the

numicipalization of the gas service, and in the towns of

Port Arthur and Fort William of municipal telephone

and other services. Other municipalities, including

Brockville. Kingston, Woodstock and several smaller

places have also undertaken enterprises of various

kinds.

The city of Toronto owns its own street railway

franchise, which was improved and electrified, and is

now being conducted under lease by a private com-

pany. Its gas and electric light franchises are in the

hands of private companies, as are also extensive

franchises for developing and distributing electric



energy for power and other purpijscs from Xiaeara
Falls.

In all of the larger towns and cities of Canada thi

water supplies are both owned and operated by local

imuiicipal authorities, and a special water rate is q-en-

erally levied to cover the cost of the service. .\ return
o-derel at the last session of the Legislature of On-
tario contains some interesting information on this and
other points connected wiih the nmnicipal conduct of

reproductive undertakings. It covers the period fr )m
1898 to 1902 and. while not yet officially completed,
shows that the combined total capital invested in this

directiow by cities, towns and villages in the province
amounts to $19,083,947. Toronto's investment for

waterworks is given as $4, 17 (.,5,, with average annual
working expenses of $403,411 and average annual in-

come of $379,284. leaving an average annual deficit

of $24,127. The return is interesting as showing in

detail to what extent municipal enterprises have been
undertaken in Ontario, but the business merits of

such enterprises could be accurately estimated only by
an examination of the methods of accounting pursued
by the municipal corporations concerned.

Although a number of towns and cities in the Do-
nunion own one or more of the franchises under
which public services have been created, comparatively

few have undertaken the task of conducting the

services under them. There is. however, especially

in the city of Toronto, a movement of popular opinion



Ill that direction, which promises to make the whole

question of municipahzation of public utilities an

important one in Canada I^fore many yoar<.

W hile in Enfjiand and Scotland durinfj t!ie summi r

of igo^, the writer had exceptional ojjpi.rtunities

altorded him of obtaining official inform,ition regard-

ing the business results which have attended the more

matured experience of municipal authorities in the

Mother Country in acquiring and conducting public

services as municipal undertakings. Without attempt-

ing to go into the merits of the question, the informa-

tion thus obtained is submittetl in hope that it may be

of i'.se in aiding the deliberations of those interested

in the subject.

The grateful acknowledgments of tiie author are

due to Sir John L're I'rimrusc, Bart., Lord Provost

of the city of Glasgow, through whose courtesy and

kindness access was obtained to the splendidly kept

records of the various municipal enterprises in the

Scotch metropolis, and to the managers and officials

of those enterprises for the cheerful and kindly

manner in which information and explanations were

given. In the city of Hirminghain, the town clerk,

Mr. Edward Orford Smith, and the other municipal

officials, gave valuable assistance in obtaining official

information "-egarding the municipal undertakings in

that city.

W. R. S.

'Joronto, I'ebruary 20th. 1904.
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LHAPTER I.

Municipal Tradim;, a Matter ok Businkss and
Public Expediency.

IT has now come to be generally recognized that

all franchises for the establishment of public ser-

vices in a municipality which touch in any way the

question of public health should remain vested in the

Municipal Corporation served. It is easy to see, for

instance, that a duty devolves upon all populous com-

munities to retain absolute control of their water sup-

plies, for, in the first place, a pure and ad'^q'Tate water

supply is one of the prime essentials to public health,

and, in the second place, such a service necessarily

involves the use of public streets and highways. In

Canada this duty is recognized to such an extent that

all large communities not only control, but con-

duct and levy rates for the support of their systems of

water supply. It is generally admitted that the first

consideration in such a service is not cost, but effi-

ciency. As an absolute necessity to all classes of the

population, it is conceded that a water service should

never be dependent upon conditions of private profit,

nor liable to the ac 'ents incident to private manage-
ment. It may or lay not be that a community is

getting its water as economically as possible ; the

principal consideration in the public mind is whether

the supply is as pure and as plentiful as it should be.

All other public services are more or less in the



lauirf of luxuries, uhich arc used to a greater or less
extent l,y limited sections of the population, and as
such are not entitled to have an\ deficits in tnaiuiKe-
ment made up out of monies .aise., I)\- a ;^. neral sys-
tem of taxation, l-n.m a strictly economic standpoint
therefore, there is n., complete analogy between the
water franchise of a communitv and tiie other fran-
chises on behalf of which, as .Municipal mstuitiuns.
the snnilar operation of a water franchise is so often
urged.

Or later years, it has also been widely contended
that franchises for the creation of other' public ser-
vices, which do not touch the question of public
health but w .ich involve only the monopolistic use
of public streets or high vays, sh(nild remain vested
in the representatives of the people.
The idea of public ownership, and management of

public utilities, must always be a seductive one to the
public mind, just as private ownership is attractive to
the individual. Moreover, it is. and always will be
a popular theme of professional politicians, because'
from It can be evolved an attractive proposition, un-
answerable so far as its general principle is con-
cerned, and demanding from the propagandist nothing
more than the most general form of proof as to its
commercial soundness. Kvery student of modern
municipal institutions can recall instances where pro-
positions of such municipal management, utterly un-
workable in practice, have been received with popular
favor simply because, the general principle of owner-
ship being recognized as a sound one, the public were
unable, from the facts presented, to judge of the com-
mercial and financial merits of t!ie particular proposi-
tion submitted.



{•ubiic ownership and conduct of essential fran-
chises has been tested in many forms and by varions
municipalities under ahiiost all conditions. In some
it has been sufficiently successful to justify the accept
ance of the general principle ; in others it has failed,

sometimes partially, sometimes utterly. It is not the
principle of municipal ownership that is weak, it is

the application of that prinnple to the conduct of ser-
vices iiinltr pul.licly-<n\ni-(l trancliises. The weak-
ness of the application lies in the fact vhat, under pre-
sent commercial conditions, an undertaking operated
in the interest of the ratepayers must be subject to
the same rigid business methods as are applied to pri-

vate enterprises, in order to secure any measure of
success.

In no country, perhaps has the application of this

principle been tested upon so extensive a scale as in
Great Britain. In the cities of England and Scotland
are to be found probably its greatest suvcesses as well
as its most dismal failures, it is in the hope that a
short study of the more matured experience of munici-
pal corporations in the Mother Country in dealing
with this question, may he of interest and valuj to
students of municipal economy in Canada, that these
pages are written.

The question whether a municipality should create
and conduct such public services cannot be decided
upon any question of principle. It is simply a matter
of business and public expediency. What the public
has q right to expect is that it should get the greatest
possible return from the capital invested in what is
essentially a business enterprise owned, established
and conducted for the ratepayers. It does not always
follow, however, that the greatest possible return can

'3



1)1- veciircd h\ the immicipalizatioii of such eiitiTprises.
<Kiicral and local conditions vary so much that the
success of a nntnicipally condi.cto<l undcrtakintf '"
out.' instance mifjlu easily he contradicted hv the most
Jthsohite failure i i another, where the conditions an-
different. It is possihie to conceive of a munici-
pality creating and oi)erating its essential public ser-
vices along business lines which would ensure a Ix-tter
service and a larger monetary return than could be ob-
tained from a private company working the same

^enterprise under a terminable lease.

- it must be admitted, however, that e-xperience has
shown that elective nnmicipal councils are not usually
ai)le to secure as satisfactory I'^sults from the conduct
of commercial undertakings as can be secured by well
organized private companies. The reasons are'manv
and obvious. In the Hrst place, a commercial enter-
prise conducted l)y an elective council, which is con-
tinually c'iianging its personnel, cannot have the same
continuity of policy and the same determined and
persistent striving along well-thought-out and per-
manent lines. In the second place, an elective council
discharging the functions of a board of management
of a commercial undertaking, which owes its election
to the popular vote of the ratepayer including the
customers and emp'oyees of the enterprise, is com-
pelled to sacrifice what it knows to be sound business
methods of management to public opinion.
With private undertakings we know that capable

management is the great factor which makes for suc-
cess. Without it the largest and wealthiest enter-
prises are bound to go to the wall. It must be admit-
ted that an elective council, discharging the functions
of management of a commercial undertaking, is com-

'4
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iH'llod in inanv \va\!. to depart from the first principles

of Inisini'ss hfcausc of demamls niado by tlu- whole or

M)ine portion of the body of ratepayers which elects

the oonncil to office. Nor can it be contended, be-

cause these demands are made by th' ratepayers in

whole or in part, that the council should not be held

resiHjnsible for any business failure which results. It

is (juile true that it ought not to be the .sole object of

a nnniicipaiity to operate its public services so as to

make money, but it certainly ought to be the object

of every council to give its ratepayers the best service

that can be had at the lowest cost. In order to do
that, good business management is just as essential as

it is with a private enterprise, the only difference be-

ing that the profits are represented in the cheapness
and excellence of the service instead of in the pay-
ment of dividends.

'Over-municipalization is another and serious dan-
ger always incident to the launching out of muni'Mpal
corporations into the conduct of enterprises on their

own account. A successfully conducted water, gas or
street railwa> service may justify municipalization,

but experience in Great Britain has shown that even a

small measure of success in the conduct of essentia',

or popularly used services has in very many cases re-

sulted in a desire on the part of the public to munici-
palize everything. There are cases, even among the

best governe<^ cities of Great Britain, where, Ijecause

of this popular demand, municipal corporations have
gone extensively into speculative enterprises, invading
what in Canada is generally conceded to be the field

of private enterprise, and pledged the public credit in

the expenditure of large amounts of money the return

from which is precarious and the investment itself

'5
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and the inanaginjjf companies, than couI<l bo obtained

under tlic less business-like management of elective

municipal councils.

It is not the intention in these pages to go into the

relative merits of either method, further than to indi-

cate their obvious advantages and disadvantages from

the standpoint of the public interest. As it is in all

private businc Mndertakings, so it is with enterprises

created and opv.ated in the interests of the ratepayers,

the gcticral and local conditions under which the

enterprise is created and conducted, are of primary

importance in making for success or failure. As these

conditions vary in different cities and diflferent coun-

tries, it is plainly impossible to apply any hard and

fast rule as to the general method which ought to be

adopted, under all existing conditions, to secure the

most satisfactory results.

in considering this question in Canada, we are

prone to take successful instances of municipally con-

ducted enterprises in Great Hritain as a sufficient

criterion, a guarantee of success, for similar enter-

prises in our own cities. To contend, for instance,

that l)ccause a productive municipal undertaking in

the city i f Glasgow may be a commercial and finan-

cia' success, if^so facto a similar undertaking in one of

our Canadian cities must also be a success, is a most

misleading and fallacious basis upon which to proceed

in considering the question of the creation and opera-

tion of productive municipal undertakings. It would

be just as sensible for an aggregation of capitalists in

Canada to embark upon an enterprise for the manu-
facture of fine West of England and Scotch tweeds,

because enormous fortunes have been made out of

that industry in Great Britain, without takincr into

»7



consideration the important fact that the difference in
chmatic conditions alone would bring about absolute
failure, as it would be for a municipal corporation in
any of our Canadian cities to contend that, because
the city of Glasgow has made money out of a mu-
nicipally conducted enterprise, a Canadian municipal
corporation would reap a like success from a similar
undertaking. Kor is this comparison very much over-
drawn

;
for in a great measure the difference in condi-

tions between Great Britain and Canada, so far as
municipal undertakings are concerned, is so great that
success in the one instance might easily indicate fail-
ure in the other.

It is. therefore, absolutely necessary that all these
differences in conditions should be' carefully con-
sidered, before a financial success which may attend
any municipal undertaking in England or Scotland
is taken as a guarantee of success for a similarly
conducted enterprise in Canada.

i8



CHAPTER II.

The Source of Municipal Legislation, and
Gkneral Conditions in Great Britain.

THE first of these essential differences in conditions

between Canada and the Mother Country lies in the

source from which all municipal legislation emanates.
In Great Britain there is but a single source for all

legislation—the Central Parliament at Westminster.
In Canada all municipal legislation emanates from the

Provincial Legislatures, in which are vested by the
Constitution the rigin to legislate for all rural and
urban communities within the respective Provinces.

The Canadian constitution is contained within the
four corners of an Act of the Imperial Parliament. It

clearly and specifically defines the legislative powers
and duties of both the Federal and Provincial Parlia-

ments. The constitution of the Mother Country is the
result of the gradual evolution of representative insti-

tutions from the comparative absolutism of a paternal
monarch)-. It is not written in any single document,
but is contained in a multitude of Parliamentary
enactments upbuilded into a system of government as
the ])rocess of evolution proceeded. The system of
local government in England as it at present exists
was evolved in the same manner as the constitution,

was in fact an essential and component part of the
results of the great struggle of the British people for

a representative system of national government.

19



In the early part of the eighteenth century the laws
relating to the local authorities in England possessed
neitiier unity nor solidarity. The historical develop-
ment of English towns and villages had promoted
not coherence, but diversity of municipal law. The
subject was treated and considered under three dis-
tmct heads, corresponding to three dissociated and, as
It seemed, irreconciliable organizations—the Parish,
the Municipal Corporation and the County. The cor-
porations were but isolated patches variegatini? a net-
work of parishes which spread over the whole coun-
try. As units of administration both town anH parish
were subor<linate in power and dignity to th. county
and the County Bench of Justices. But the town must
not be confused with the parish. '" ns and parishes are
two English types of local community. Each has its
distinct characteristics and organization. The parish
rests largely upon common law, as well as upon an-
cient statutes. But the constitutions of the towns differ
from one another in accordance with their charters of
incorporation which have been acquired at various
times and under various conditions. No statute has
ever defined a municipal corporation. With the ex-
ception of a few which were constituted by prescrip-
tion, all English municipalities were held to owe their
existence as corporate communities to the bestowal
of charters by the Crown, which detached them from
the parochial government on the one hand and from
the county on the other. A cluster of privileges and
customs, venerable and valid, granted in these char-
ters, individualized each town and clothed it in its
own peculiar garb of law and rights. Manv of these
charter rights are still exercised in the cities of Great
Britain, and form a link between the traditions of the



a

past, when the King governed, and the democratic-

institutions of the present, when the sovereign will of
the people makes and administers the law. ( i )

Though the Reform /* - -832 and the i'oor Law-
Amendment Act of jtroduced important
changes and gave a certi... amount of continuity and
coherence to the system of local government in Eng-
land, the statutory frame upon which the system
hangs today is to be found in the provisions of the

Municipal Corporations Act of 1835 (2), which is in-

corporated with small amendments in the consolidat-

ing act of 1882. The principle which underlies the

whole organization of local authorities, as at present

constituted, is that, while the public administration of

local affairs can only be carried on by the local au-

thorities, yet Parliament, which made the local au-

thority, can at any time unmake it. and can at any
time confer or take awa>- any power or duty it chooses.

If a local authority exceeds its powers or fails to pcr-

fomi its duties, it is responsible for its excess or de-

ficiency in an ordinary court of law. Thus the organi-

zation of local government secures the free co-opera-

tion of the citizens in the management of their com-
mon interests within lines laid down by the central

Parliamentary authority. (3)
In a system of local government thus gradually

evolved from the experience of the past and carefully

upbuilt in accordance with modern democratic insti-

tutions to suit every local condition, we have a system
which contains all the wisdom and experience of the

old with all the utilitarianism and democratic vigor

^!fl

if!

i\\

w

(1> Local Government In England, Dr. Josef Redlich, p. 112, Vol. I
(2) 5 and 6 William IV, ch. 76.

(3) Local Government in England, Dr. Redlich, introduction, p. 25.

t:



of the young combined with an adaptability to local
conditions and even local prejudices. In Canada our
system of local government was fashioned after that
of the Mother Country with changes made to adapt it

to the different conditions, but it is, as compared with
its prototype, a ready-made article containing many
imperfections. The fact that all English municipal
legislation emanates from the Central Parliament of
the nation which is, of course, free from all sectional
prejudices, gives it an atmosphere of judicial fairness
which could not be expected from similar legislation
in Canada whic'.i emanates from a Provincial Legis-
lature in which rural and urbr^ jealousies and sec-
tional diflferences play so important a part. Then
again, the greater adaptability of the English system,
the wealth of experience which lies in the statutory
evolution of its upbuilding, enables British Parliament
to so perfect the mechanism of the system that the
public interest is more closely safeguarded and more
adequately served than imder our less adaptable sys-
tem in Canada.

It is often contended that there is more irresponsi-
bility in the exercise of the manhood suffrage fran-
chise in Great Britain than in a new country like
Canada, because of the presence in the latter country
of a larje element of hereditary and irresponsible
poor which is kept from actual starvation by an ex-
tensive system of poor relief and publicly supported
workhouses. As is the case in everv denselv popu-
lated country in the Old World, the Mother Country
has for centuries been compelled to take care of k
large amount of this class in its population. In fact
the whole structure of local taxation in England is

based upon the Poor Rate, which is governed by an



unrepealed statute passed during the reign of Queen

Elizabeth.(i) In Canada we have no Poor Rate, no

workhouses, and very few deserving poor, but condi-

tions so far as the exercise of the municipal franchise

is concerned are in a measure, at least, equalized by a

provision in the English law. which stipulates that no

otherwise qualified elector shall exercise the privilege

of the franchise who has not, first, paid his Poor Law

assessment, and, second, who has at any time during

the twelve months immediately preceding the election

in question, received any relief from monies raised

under the Poor Law assessment. In his excellent

work on "Glasgow, its Municipal Organization and

Administration." Sir James Bell, Bart., Lord Provost

of the city for four years, from 1892 to 1896, after

describing other reasons for whi ' es ire stricken

from the Municipal Voters' List, Sc.,ro. v'hile not an

inconsiderable reduction in the Voters' List is pro-

duced by these causes, the great source of the deletion

of names is the non-payment of the Poor Rates, either

from the express exemption of the individual on the

ground of poverty or other causes, or by the failures

of the persons occupying houses of less than £10 an-

nual rental to pay the rates demanded from them

within the statutory period, or by the fact that the per-

son has within the year been in receipt of parochial

aid." (2)

The manner in which municipal councils are consti-

tuted under the specific terms of general Parliament-

ary enactments in Great Britain, ensures a degree of

unifonnity and continuity of municipal policy which

H I

;! i?i
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(1) Local Government in Kngland, Dr. Redlich, Vol. I, p. 24.

(2) Glasgow, its Municipal Organization and Administration, Sir

James Bell, Bart., p. 62.
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does not exist under our Canadian system. All muni-
cipal councils in England consist of a Mayor, Alder-
men and Councillors. The councillors are fit or quali-
fied persons elected directly by the Burgesses, as the
municipal ratepayer is called. Thev are elected for a
term of three years, and a third of their whole num-
ber goes out of office each year. The number of the
council IS fixed in the charter, and varies very widely,
though it is usually more or less in proportion to the
size of the town. The only general rule laid down by
Parliament with regard to number applies to the
larger boroughs divisible into wards. When, in ac-
cordance with the provisions of the Municipal Cor-
porations Act of 1882, a borough is divided into
wards the number in each ward shall be a number
divisible by three, (i)

The council is not exclusively composed of
councillors, or members directly elected by the rate-
payers. Two other elements, aldermen and mayor,
are required by law to complete the council. In the
words of the statute, aldermen are "fit persons elected
by the council, and their number must be one-third of
the number of the councillors." Every person quali-
fied to be elected a councillor for a borough is also
qualified to be elected an alderman. Elected council-
lors are also qualified to be elected aldermen ; but if a
councillor is elected and accepts office as alderman,
he vacates that of councillor. An alderman, however!
has advantages over a councillor in dignity, in the
avoidance of contested election, and in the length of
his term of office, which is six instead of three years.
Councillors and aldermen together elect the mayor
who^^escribed as "a fit person to be elected by the

(1) Local GoTernment in England. Dr. Jo8efR^ich7 Vol. l7p. 25S.
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council from among the aldermen or councillors, or

persons qualified to be such." Not uncommonly a

municipal council, for the puriMjse of securing a

wealthy, titled, or occasionally even a distinguished

figurehead, takes advantage of this power to elect as

alderman or mayor a man who has had no experience

in Municipal work. In many councils, however, a

pretty strict rule or custom is observed against the

election of outsiders as aldermen. Tn Nottingham,

for instance, a man is scarcely ever advanced to the

aldermanic bench unless he has served previously as

a town councillor. The office of councillor is re-

garded as a kind of apprenticeship, and a councillor

has to be elected perhaps two or three times before he

is allowed to sit upon the aldermanic bench. Indeed,

complaints have been made in some towns that alder-

men are too frequently ineflfective veterans, the office

being regarded as a sort of honorary pension, or re-

ward for exhaustion, and the efficiency of the council

sacrificed for sentimental reasons. ( i

)

The mayor's term of office is limited to one year, so

that he is the least, as the alderman is the most, stable

element in the council. (2)

There is no distinction between councillor and al-

derman except in the mode of their election, and in

the length of their respective terms of office. Their

rights are equal, their legal powers are identical. They

deliberate and govern in common. They have no

power to act separately. There is no such thing as an

assembly of councillors, or an assembly of aldermen.

No separation is recognized by law, or attempted in

practice. The aldermanic office is merely a coveted

(U Local Oovernmcnt in England. Dr. Josef Redlich, Vol. i, pp. 254,
255,256.

{% Local Ooverninent in England. Dr. Josef Redlich, Vol. I, p. 259.
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f I

iiti

m
as



chst.nct.on. which confers six years immunity from
contested elections. In the eyes of the law. the only
supenonty of an al.leniian over a councillor, is o.ie
wh.ch follows naturally from the conditions of his
appo.nt.iie.it. At an election of councillors for a ward
the returmnjr oflficcr is an alderman, assigned for that
purpose by the council. At an election of cou..cillors
for the whole borough, the rcturni.ig officer is the
jnayor. ( i

)

The mayor has no administrative duties except
those winch come to him through custo.n. He is the
official representative of the town, and the presiding
head of the council. The case of Mr. Chamberlain at
iJirmmgham is the exception which proves the rule
Ihe adm.n.strative triumphs of his mayoralties
s.mply show what can be done bv a strong man i.^ ihe
prime of life, who combines popularity and inauence.
w.tli business capacity. Mr. Chamberlain was able
to transform Himiingham. not because he was mayor
but because he was Mr. Chamberlain. (2)

Continuity of persons and municipal policy is
favored by the retirement of councillors by thirds
This is further assisted by the aldermanic system
Instead of the aldermen retiring simultaneously, one-
half of the whole number goes out of offi' e every third
year, the half to go out being the aldermen who have
been m for the longest period without re-election
tach councilor and non-retiring alderman has as
many votes as there are aldermanic seats to be filled
The outgoing half of the aldermen may not vote, but
the half who remain in office may. This provision is
an extrem^ example of that desire for continuity

^m Local GovernmBnt in KnglTn^Dr. JwefSediteh; ToIlT^;:!^.
B> Local aovernrnent In England, Dr. Josef Redlich. VoL I. p. 363.
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which pervades the English system of municipal gov-

ernment. The result is that when parties are pretty

nearly evenly divided, the party in possession, with

the help of its surviving aldermen, can often obtain a

fresh lease of power, although the elections have

placed it in a minority as regards elected council-

lors. ( I

)

This necessarily short sketch gives a fair idea of

how the loral authority in Great Britain is constituted,

and what its functions are. Whether such a general

system would harmonize with the conditions under

which municipalities are constituted in Canada is an

open question, but it seems fairly evident that the Eng-

lish s\stem gives a much greater amount of continuity

of [)olicy than that under which we in Canada work.

Continuity of policy is one of the first essentials to the

successful management of a commercial undertaking,

whether in the hands of a private company, or an elec-

tive municipal council.

There is another important feature in connection

with English municipal legislation, which is in a large

measure due to the fact that all such enactments ema-

nate from the Central Parliament, and that is, the

very great caution which is exercised in granting

powers to municipal councils. The extreme reluct-

ance of British Parliament to allow municipalities to

bring in omnibus bills asking for many and wide

powers, is responsible for the voluminous nature of

its municipal legislation. Though Parliament seldom

refuses the persistent demand of a municipality for

legislation, the care with which it is granted, and the

safeguards to the public interest which are insisted

upon, is shown by the length and thoroughness of the

>l
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f'-

(1( Local Government in Kngland, Dr. Josef Redlich, Vol. I, p. 256.
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nvcst,g:at,ons .na.lo by Parlia.ncntary coninmtcos in-
to he apphcat.o„ of the corporatio,, of Glasgow. (,)ami the corporation of Birminglmn,, (2) f„r povv-erso .approve the.r waterworks systems. In the Zc ofthe M.nn.njfhani application, the investigations werespread over about five n,onths. and were of a ,nos
exhaustive character.

The .niportance of this safeguarding feature in
fc-ng^sh nnni.cpal legislation is auiplv shown bv anexamination of the enactments bearing upon th.'tak-
"ip over by the council of the municipal undertakings
"f Glasgow and their subsequent m„nagement.(,)

The enormous amount of detail wori:. incidental tohe handling of all Municipal legislation bv the Cen-
tral Parliament, has resulted in the creation of a de-
partment of the Government, the Local Government
Board, which is charged with important duties in con-
nection with the granting and carrying out of munici-
pal legislation. In Canada we uave nothing to corre-
spond with this Board and as it plays a very import-
an part, not only m the granting, but in the carrving
out of municipal enactments as wel.. it seems wise todevote a special chapter to a short sketch of its originand the part it plays in the fieid of municipal activitv
in Great Britain.

PP. ie?03ir ^°'P0~"°" »' Birmi„«rha.n. V. A. Vince. M.A.. Vol. III.

CorgrafeTamw!^,?'^^^^^^^^^ Parliament; Glasgow



CHAPTER III.

Thf, Local Government B vrd. The Iioard ok

Trace, and Their Functions.

THE Local Government Board in England, as it is

at present constituted, was the outcome of an inves-

tigatio!! into the working of i!.e public health laws by

a Royal commission which reported to Parliament in

1 87 1. The report of the commission pointed out that

the whole field of local government was overgrown

with an almost impenetrable underwood of conflicting

jurisdictions, consequent upon the voluntary or per-

missive principle of previous general legislation, es-

pecially upon the question of public health. It was
found that the very existence of the laws, as well as

the mode of their administration, depended upon the

whims of particular towns and districts. The benefits

of sanitary science and sanitary laws were only par-

tially adopted, (i) Up to this time there was no

strong central authority with control over the sphere

of internal administration. The permissive nature of

the laws led to a great want of uniformity in their

administration, a ad to a continual conflict of jurisdic-

tion among the various local authorities permitted

under the laws to enforce them.

The report of the commission, after advising that

the work of local government should be placed in the

hands of a single authority in both urban and rural

(1> Local Oovernmpiit in England, Dr. JoHef Redlioh, Vol. I, p. 150.
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posec, hat the effete Central Board of Health anuXoo law Hoani should be combined in one depa t!

on! t
?"''^'"""'^'"»' ^'th a staff capable of con-rohnjf and .nspect.ng the administration of the sani-^rv and ,H>or aws alike. This central lK,ard waT twas reconnnended. to have power to compel iocarauhormes to perform their duties in carryin 'ou the'laws, ami also to issue orders and regulations bind'ng upon local authorities, with a vifw fV!n'

that the uniformity provided ti„X,::n::2
2 :: r ";

'"'^ ^^--^tratio„. n. ix>ar

;

Acting upon this report. Parliament enacted lem.anon creating th. 1.0..! Covern.nent Mol 7 "

n the follow„,g year sonte of the functions p one IvbeIong„,g to the local government, but tevbusexercised by the Hoard of Trade and th^H '

-ffice. were transferred to the nev boLr%"X
-san,e year the whole organization of local govement. as sketched out in the report, was tnade law"The enactn.ents on the subject of public hea^tJ'we'ecod,fied. and the powers of the new board und h maref„, ^ut med in the Public Health L^i«75-(2). The sphere of this great department has^een greatly enlarged and diversified bv 1^11;

(1> 34 and 35 Victoria, ch 70
(a) 38 and 39 Victoria, ch. .%.
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Acts of I'arliaiiK'iit, and now includes most of the
field usually assigned to a Continental Ministry of the
Interior. The luteal Cioverninent lUjard has now al-

most all of the whole apparatus of control over local

authorities in its charge. The control of Poor Relief,

and the supervisi^.n of sanitary administration are its

chief duties, and uixm these two subjects it exercises
the widest authority. Uut there is a third and finan-
cial department in which it exercises control over
local loans and Mie revision by audit of local accounts.
Miuiicii)al corporations, and joint boards upon which
they are represented, are the only local authorities
whose accounts are exempted from the (Government
audit of the lx)ar(l.( i

)

The |)ower of the Local Government Hoard to in-
spect the finance and administration of local au-
thorities is the hall-mark of centralization as it is un-
dersttx)d and practiced in England. Under this gen-
eral conception comes the whole of the ordinary busi-
ness of the central authority—to keep itself thorough-
ly informed of the work of all local authorities and to
compel them to furnish proper statistics, to exercise
certain statutory rights of confirmation or refusal in
respect, for example, of local loans or by-laws, and
generall} to sec that they confine their business and
expenditure to the purposes and limits prescribed bv
Parliament. The power of regulation by order is also
possessed by the Board as an auxiliary to that of in-
spection

: but it is only exercised within limits strictly

defined by statute. Broadly speaking, the Board per-
forms its functions as a guardian of the public rights
and interests without resorting to the imperative
mood. Though it has no power to compel a local

(1) Local Ooverniiicnt in England, Dr. .Tosof Rodlich. Vol. II, p. 211
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anth nty to carry out the law. or refrain tro,„ breaking
»t, hat power is lusually exercised bv it through theynnn of the courts, by issuing a writ of ..aSnuso obtammg a„ injunction. It can only venture to "seadn.n,strat.ve force in exceptional cLes defi!. d bytatute. and under forms duly authorized by law. In-spection, taken „. its widest sense so as to include n-quiry as well as supervision and control, is the ord -
nary function of the Board; and it is under th forniof mspection that the administrative interference othe centra authority in the province of local govern-ment usually manifests itself.(i)
The Local Government Board is an assistant andnot a rival of Pariiament. and its sub-legislative powd-

ers a^e strictly subservient to the ends of legislaho^and are employed solely for the purpose of insuring
hat the statutes shall be accurately interpreted by thf

re ubsiT""'"T- "^'"^ ''' '^^^'^^•- f"-'--
are subsidiary to those of Parliament is not surprisingwhen It IS remembered that the Board itself is on"t

all S^"'
of Parliamentary government. Almost

all legislation of a general character affecting localgovernment IS based upon bills drafted under i^struc-
.ons from the office of the Board. Accordingly, when

trS Z V' r ''''' ^° ""' ^^^^'-' by an^dmini"
^ative order the object in view is to save time, with-out impairing the control of Parliament. For in anv

de a Is involving no question of principle; and an or-

Act, that It can be amended or withdrawn withoutmoving in Parliament. (2)

,2! l"^]
«°^e"™«nt in England. Dr. Josef Redlich, Vol II n 247~

(2) Local Govern„,cnt In Kngland. Dr. Josef Redlich, Vol. II p! ^:
32



Whether a bill is opposed or unopposed, it is the
practice of the Local Government Board to send in a
report to tiie Parliamentary Committee whicli deals with
it. The true position of the Uoard is tliat •{ a subor-
dinate and advisory department, whose vast experi-
ence, placed at the disposal of Parliament, is a valu-
able and efficient safeguard against rash and impolitic
proposals which sometimes creep into bills of adven-
turous corporations^ i)

Over a by-law framed In a municipal corporation
for the good government of a town under the Munici-
pal Corporations Act of 1882, there is. strictlv speak-
ing, no control exercised by any department of the
central Government. Those b\-laws which are
framed by a municipal corporation, acting as an ur-
l)an sanitary authority under tlie Public Health .Vt of
1875.(2) cannot take effect unless they have been
submitted to, and sanctioned by. the Local Govern-
ment Board.(3)

Some of the most important of the details of the
functions exercised by the Local Government Board
in connection with productive undertakings estal>
lished or acquired, and conducted by Municipal cor-
porations, can best be indicated bv a summary of the
evidence given by Mr. S. B. Provis. C.B., now Sir
Samuel B. Provis. K.C.B.. Permanent Secretary of
the Board, before the joint Parliamentary committee
on Municipal Trading, at its session on Tune 19th.
1900. (4)

(1) Local Uoverninent in Kngland, Dr. Josef Redlich, Vol. I. p. 211.

(2) Vide Public Health Act. 1875. sect. 184.

(3) Local Government in England, Dr. Josef Redlich. Vol. I, p. 328.

».„i*Jll*^'*' '"^S? **•« •'oint Select Committee of the House of Lordsand the ffouse of Commons on Municipal Trading pp 71 to 81
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Questions of municipal trading, lie said, came be-
fore the Board in three ways ; in connection with ap-
plications for sanctioning loans by local authorities,
in connection with repo.. which the Board makes on
bills which are promoted by local authorities, and
also in connection with provisional orders which are
issued by the Board under various statutory powers.
No reports are made upon any Irish or Scotch bills.

The chief purposes for which municipal trading loans
are asked are for waterworks, gas works, electric

lighting, markets, slaughter-houses, cemeteries and
burial grounds, and baths and wash-houses, but occa-
sionally the Board sanctions loans for other purposes
whicli may be regarded as connected with municipal
trading, such as piers and harbor undertakings, steam
ferries and machinery for the manufacture of paving
materials. Some of these loans are sanctioned under
the general law and some under local acts. The local acts
frequently give borrowing powers for some specified

amount which require no sanction from a government
department at all, and sometimes they provide that the
local authority may raise "such further sum" for a spe-
cific purpo.se—"as may be sanctioned by the Local Gov-
ernment Board." When these applications for loans
come before the Board, it first of all considers the sta-

tutory powers under which the application is made;
then how far the works proposed are of a permanent
character. It then considers the limits of borrowing
power which the local authority possesses, the pro-
priety of the general scheme, of which it requires par-
ticulars, and any local objections to it. If the work is

not of a primary sanitary importance, it considers
whether the unexpended borrowing powers of the
local authority are likely to be required for such

34
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works before authorizing a loan for a work whicli is

not of that nature. Plans and estimates are first suh-

niitted to the Board of the work proposed, and then a

local in 'y is held by one of the inspectors, at which all

persor .cerested have an opportunity of being heard.

Municipal councils and urban districts have power,
under the general law. to provide and conduct their

water supplies, and with that object to construct and
maintain waterworks, to purchase the undertaking of
any waterworks company, to construct reservoirs, and
so forth, and to charge water rates. They have power
to establish markets, or to purchase the undertaking
of an existing market company and charge market
tolls and stallages. They can provide slaughtcr-

hotises, and make by-laws under which the\- can
charge for the use of them. They can provide ceme-
teries and sell the exclusive right of burial; and they

can pi jvidc baths and wash-houses, and make limited

charges for the use of them. They have no right,

however, under the general law, to provide or control

tramways, gas works, electric lighting plants, or tele-

phone systems. Power to create and conduct such

undertakings has to be obtained under a local act of

Parliament.

The practice of the Board in reporting on bills pro-

moted by local authorities for local acts, is to examine
private bills of this kind, which nuist be deposited

with the Board before they are introduced into Par-

liament. If any of the bills contain provisions which,
in the opinicn of the Board, call for amendment, the

changes are either suggested to the promot' rs, or, if

of sufficient importance, are suggested in a report to

Parliament. These reports are only made when there

is any deviation of importance from well-established

it
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Parliaincntary precedents. Attention would be par-
ti- ilarly given, in looking tlirougli such hills, to any
proposals of a novel character. The reports are
usually a sufficient check against the unintentional in-

troduction of any novel powers into statutes.

When a numicipal corporation supplies water to

municipalities outside its own area, it is the practice
of the Board to insist that such supply shall be given
in bulk to the outside municipality, and not distributed
to the consumers by the selling corporation.

Though the Board does not object to municipalities
acquiring and condi-cting markets, it is opposed to
such numicipalities suppiying ice, for instance, for
general use. outside its market undertaking.

In two cases the Board reported against the grant-
ing of wide ])owers to municipalities to run omni-
buses in connection with their tramway systems, with
the result that both bills were amended so as to limit
the powers asked for to the running of omnibuses
"along the routes of intended tramways during con-
struction, or re-construction, of any of the existing
tramways of the corporation." .Vo general power
was given in either case.

Power is possessed In the Board to issue three
kinds of provisional orders granting powers to numici-
palities. The first kind is under the Gas and Water-
works Facilities Act : the second is as to the power of
amending local acts: and the third is to enable munici-
palities to acquire land compulsorily. The power of
the Board under the first kind is limited to gas. The
Act was originally intended for companies and its ex-
tension to local authorities was only made in the case
of gas purijoses: it was not wanted for water ptu--

poses. These orders can apply to either new schemes,

.36
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or for the purchase (if existing undertakings, but a

provisional order cannot be issued to interfere v/itli

the existing rights of a company with Parliamentary

])o\vers ; but sometimes a provisional order is granted

giving . jwer to a municipal council to purchase an

existing undertaking, but only in the case of an agree-

ment being arrived at between the council and the

company.(i) Provisional orders of the second kind

are usually to exte.id borrowing powers granted in a

local act, which iiave been found to be insufficient, but

at times provisions have been extended or amended
in relation to powers already given by Parlii^ment,

such as, for instance, the alteration of market tolls.

Provisional orders of the third kind are generallx

given for the acquirement of land for street improve-

ments, but they have also been given for sewage dis-

posal, for water supply, for hospitals, for pleasure

grounds, for offices .id for cemetery purposes.

The policy of the Board has always been to en-

courage nnmicipalties to acquire and operate their

waterworks systems, but it does not go out of its way
to encourage any other forms of municipal trading.

It considers, for instance, that when Parliament has

given power to a local authority to establish gas works
l)y a local act, supposing a proper case was made
I ''It, such i)0\ver should be exercised. It would not

consider that it was for it to determine whether it was
desirable that the local authority should have power
or not. but it would not favorably recommend, as it

would in the case of a waterworks application. In

cases where the Board has «_v,.isidered the circum-

stances warranted, it has reported against powers be-

ing given municipal corporations for undertakings, on
(It Keport of the Joint Commiitee of the House of Lords and the

House of Commons on Municipal Trading, 1900: evidence of Sir Samuel
B. Frovia, K.C.B.. p. 7fi.
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the ground that its sewage and water services wciv
not adequate. Under tlie Public Health Act, a duty
IS imposed upon the Hoard in this respect, and it',

advice is acted upon by Parliament. In that way the-
Hoard has a controlling voice over the objects for
which municipal corporations may borrow money
With regard to novel powers asked for by municipali-
ties, if it seems to the Board that it is inexpedient that
they should be granted to a municipalitv, an opinion
IS expressed to Parliament against granting them
lor instance, the Hoard has consistently objected to
municipalities spending nionev upon advertising the
attractions of their towns, and in dozens of cases Par-
liament has refused to grant such permission.

Statements of accounts of all local authorities are
required by law to be prepared and supplied to the
Board, and in all cases, except municipal corporations
the accounts are audited by officials of the Board.'
Municipal councils have their accounts audited by tw.^
auditors elected by the council and one appointed bv
the mayor.

There is another feature in connection with the cen-
tralization of local government in England which re-
quires some consideration. The Board of Trade a
department of the central government, is charged
among other things, with supervision of the adminis-
tration of all general laws dealing with public safety
the rates charged for certain public services, such as
lighting and tramway locomotion, whether supplied
by a municipal corporation or a private company. In
this way we have the anomaly of the Local Govern-
ment Board supervising the finances, and the Board
of Trade the administration of some of the productive
undertakings of municipal corporations. The reason

.?8
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is, that, when the general laws vesting the Board of

Trade with such supervisory powers over commercial

undertakings were passed, such undertakings were

operated only by private companies, and, when munici-

pal corporations entered the field, the Local Govern-

ment IJoard continued its functions with respect to

finance, and the Board of Trade its duties with respect

to supervision. Thus it is that practically all super-

vision of the central authority over municipal, tram-

ways, electric light, and telephone undertakings, and,

to a limited extent, supervision over gas enterprises,

is vested in the Board of Trade, while supervision

over water, sewage, market, slaughter-house, ceme-

tery, bath and wash-house, and a limited supervision

over gas undertakings is vestc' in the Local Govern-

ment Board, as well as the supervision of the finances

of all municipal undertakings. The powers exercised

and the policy followed with regard to the supervision

of municipal enterprises under its control, by the

Board of Trade, are much the same as those exercised

by the Local Government Board. The evidence given

by Sir Courtenay Boyle. K.C.B., Permanent Secre-

tary of the Board, before the joint committee of Par-

liament on Municipal Trading, on May 22nd, 1900.

and the memoranda submitted by him on that occa-

sion, give much valuable information upon this sub-

ject, which limited space prevents being here

quoted. ( i

)

The control exercised by these two departments of

the central government in Great Britain, over the fin-

ances, legislation and administration of productive

I

(1) Report of the Joint Select Committee of the House of Lords and
the House of CommonK on Municipal Trading'. lUOO, pp. 3 to SJO. Appen-
dixes A. B. C.
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municipal undertakings, is not exercised in any corre-
sponding form in Canada. It must be admitted that
in so far as this control is a safeguard to the public
interests, it makes for the success of such enterprises,
while the statistical information gathered by both
Boards enables the public to see at a glance the finan-
cial standing of any municipal corporation, and the
measure of success or failure which attends any of its
municipal undertakings.

This completes, in a necessarily brief form, a sketch
of the general conditions under which municipal un-
dertakings are created and conducted in Great Bri-
tam, and enables one. by comparison with the condi-
tions which prevail in Canada, to estimate how far
success in the one instance can be safelv taken as a
guarantee nf a similar success in the other.
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CHAHTKR I\.

The Effect of Mtxicir. :, Trading upon Munici-
PAi. Debt and Credit.

ALTHOUGH Great Britain har. the largest na-

tional debt of any of the great nations, she is

the largest money-lending country in the world. This

is due to the enormous wealth inherent in the nation,

whicl; enables her. not only to take up her wn debt,

but in addition, to seek investment for her surplus

capital in other countries. Thus it is, that the price

of money is said to be made in London.

The abundance of wealth always seeking invest-

ment in the Mother Country, makes it an easy matter

for even the smaller municipalities to borrow mone\
at low rates of interest. This facility for obtaining

cheap money has been a strong inducement to Eng-
lish municipalities to launch out into extensive im-

provements to municipal institutions, and, during later

years, into largo commercial and trading ventures,

under publicly-owned franchises. The result has

been that the funded municipal debt of the country

has increased by leaps and bounds. The ratio of in-

crease has been so great that it has caused a great deal

of uneasiness among those who watch over the des-

tinies of the Empire. During the session of the Im-

perial Parliament in the year 1900, the matter was
brought to the attention of the Government, and
strong opinions were oxi)rcssed to the effect that the

4'
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popular demand of inunicipaiities for power to po into
all sorts of municipal enterprises on their own ac-
counts, was so rapidly increasing the municipal debt
of the nation, that it was l)ecoming a menace to the
whole structure of municipal credit.! t)

The immedicte result of this discussion in Parlia-
ment was the appointment of a joint select committee
of the House of Lords and the Mouse of C ommons
to enquire into the whole question of the commercial
tradinj,' done by numicii)alities. and the eftect of that
iradirifr upon numicipal credit. Much interesting and
valuable information was brought out in evidence be-
fore that committee at a series of sittings held in the
session of 1900. and another held during the se.ssion
of the i)ast year, 1903.

r* was shown that the funded municipal debt of the
country at the end of the fiscal year 1899- 1900 had
reached the enormous amount of $1,815,319,840, cr
about fifty-six per cent, of the proportions' of the'na-
tional debt at that time. The following tabulated
statement, taken from the evidence given l)efore the
committee by Sir Samuel H. Provis, K C ' Perma-
nent Secretary of the Local Governmeru ..rd, dur-
ing its sittings in 1903, gives a fair idea of the ratio
of increase of municipal indebtedness in England and
Wales, with the proportion of that increase which has
been due to the launching out of municipalities into
commercial ventures under publicly-owned fran-
chises since 1885. (2)

in fhV tT peb'ites House of Coiuuiodh and House of Lords, a.^ reportedin the A./.e*. London, dunng the months of April and Mav 1900 on Mi«

^"l Tradfn^'?'"""^
" '^°"™'"^« "' "o"' House/on the subjectTM2nlci

th« '"ii
'''^"'"^, o' the .loint Select Committee of the House of Lords and

toniin if Pr„^-?""il""'
"" Mnnicipal Trading. 1903; evidence of Si?Samuel H. Frovin. Fernianent Secret*r>' of Local Oovprnmcnt Boapd
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()l'TSlANJ)IN(, I.fiANS ( ONTRAtTED BV I^)CAL MUNICI-
i'ai.nies in connection with municipal

Thauino Undertakings in England
AND Wales from 1885 to igoi.

Nati'rr of Entkri-risr 18S5 1898 1901

WaterworlcH $151,630,000 $ij<), 335,000 $i8i, 375,000

Gaswork.s 68,840,000 91, 460,000 103,905,000

Electric Liffhling 18,370,000 55.3Jo.<»o

Tramways 5,835,000 16,275,000 40,455,000

Markets 25,020,000 29,015,00' 35,010,000

Slau^hter-huuNe.s 300,000 910,000 1,060,000

Cemeteries and liuryiii);

Grounds 11,840,000 13,645,000 14,580,000

Harbors, Piers, Docks
and Quays 142,685,000 171,005,000 180,980,000

Totals $406,150,000 $580,015,000 $718,595,000

Outstanding in 1901 $718,595,000

Outstanding in 1885 406,150,000

Increase in 16 years. . $312,445,000, or 77 per cent.

1885 1898 1901
Ixians outstanding un-
der above heads. ..$406,150,000 $580,015,000 $718,595,000

Loans outstanding for

all other purposes.. 459,865,000 730,055,000 864,915,000

Totals $866,015,000 $1,310,070,000 $1,583,510,000

Tt.tal Loans outstanding in 1901, $1,583,510,000

Total Loans outstanding in 18S5, 866,015,000

Increase in 16 years. . $717,495,000, or 82^ percent.

Loans outstanding for other pur-
poses in 1901 $864,915,000

Loans outstanding for other pur-
poses in 1885 459,865,000

Increase in 16 years. . $405,050,000, or 88 per cent.
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.Vatitrb ok Entbrpiiwk ,88s .898 ,901

ly*'*''*.*'''*' $.S'.6.lo.ooo $ij9.J35,ooo $i8..i75.ooo

S*'"'':^'*;.
68.840.000 9..460.000 .03,905.000

ELctnc L.Kht.nK ,8.370.000 5S.W0.000Tramways 5.835.000 16.a75.000 40,435,000

'^*"*''' $»*6.3os,ooo $365,440,000 $480,965,000

Outstanding in 1901 «48o,965,ooo
Out.tandinK in 1885 2^6,305,000

Increase in 16 years. . $254,660,000. or 1 ia>i per cent.

H«ii^Ji^w 7^^"'"*'""" "''" volume the HtatUtlcal fliniroM aro irivnn in

The result of the Kivinjr «,f the evidence contained
111 these fignres. and further information brought ou*.
showing the ineffective nature of the system of audit-
ing municipal accounts, where two auditors are
elected by the ratepayers and one appointed from the
municipal council, induced the committee, in its re-
port on this phase of the subject of municipal trading,
to recommend the institution of a new system of audit
of municipal accounts under governmental control.
The recommendations contained in the report of the
C'oTTimittet are as follows:

•(a) Th, existing statutory audits applicable to
t^orporadons, County Councils, and Urban District
Councils should l>e abolished.

"(•>) Auditors, who must be members of the Insti-
tute of Chartered Accountants, or of the Incorporated
Society of Accountants and Auditors, should be ap-
pointed :,y the throe classes of local authorities ju.st

mentioned.

"(c) In every case the appointment should be sub-
ject to the approval of the Local (k»vernment 15oard,
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and the auditor, who should liold office for a hniiti<l

tiun should not Iw disinissod by the local authority

without tlu' sanction of the Hoard.

"(d) In tlu" event of any disagreement between tlie

IcKal authority and the auditor as to the salary pay-

able to the latter, the Lfural (iovcrnment hoard sluntl.!

have the power to intervene."! i)

It is evident from this report, that whatever limits

ou^jht to l)e placed upon municipal traclinf; m Kn)j-

land, and that phase of the (|uestion the committee diil

not fro into, it clearly leld that wherever such tradinj,'

does exist, ratejjayers should not he less fully and

continuously informed of the success (jr failure oi

each undertakinjr than if they were shareholders in an

ordinary trading company.{2)

The lesson we in Canada can learn from these fig-

ures and this report is that municipal trading is liable

to involve an enormous increase in the funded mu-
nicipal debt of the country, and necessitates the crea-

tion of a system of numicipal audit, very much more
thorouj^h than anything- which we have at present, as

well as >o!ne means of obtaining, preparing and making
public statistical information regarding municipal fin-

ances, such as exists in England in the Local Govern-

ment Board.

ill

(1) Uoport of Uie Joint Select C'ominiUee of theHuuneof Lords and
the House of Conimons. 19(13 ; recommendationH of Coniuiittcc, p. I'J.

(2) Report of the Joint Committee of the HouhC of Lords and the
HouNC of Commons on Municipal Trading, IWO: prccvdlnK evidence
p. 13.
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CHAPTER V.

Local Conditions in the City of Glasgow which
MAKE FOR the SUCCESS OF ITS MUNICIPAL

Undertakings.

WHEN it is realized that no less than 229 munici-
pal local authorities, out of a total number

of 317 in England and Wales, carry on municipal un-
dertakings of one sort or another, the extent to which
the practice is indulged in can be estimated. Even
with regard to what are commonly known as the essen-
tial utilities, any attempt to go into details with regard
to them would be a difficult task, as there are in Eng-
land and Wales 193 municipal corporations conduct-
ing their waterworks

; 97 conducting their gas works

;

102 conducting electric light supplies and 29 con-
ducting tramways ; while there are 228 running mar-
kets; 138 operating baths and wash-houses; 43 oper-
ating harbors, piers, docks and quays, and 143 run-
ning cemeteries and burying grounds.

It would, therefore, be manifestly impossible, in a
work of this scope, to attempt to give details as to the
manner of conducting, or the measure of success
achieved by, productive municipal undertakings in tlic

Motlier Country generally. In selecting representative
cities in the conduct of whose municipal enterprises
the highest average of success has been attained, the
city of Glasgow is naturally suggested as typical, not
only of the best results so far as Scotland is con-
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cerned, but as the 'most successful example of the con-

duct of such undertakings in the world. In England
a similar obvious choice is not possible. There is no

English city admittedly in the position of Glasgow.

For the purposes of this work, Birmingham has been

chosen, because of all the English cities, it was the

first to establish successful municipal undertakings,

and because there is no other city in England, so well

adapted by its natural conditions to the creation and

conduct of enterprises of this kind, owing to the very

large contiguous population of the "Black Country"

cities and towns which belt Birmingham, and of whicli

that city is the natural centre of supply.

It would be possible to select cities and towns in

England, such, fornnstance, as West Ham, Battersca

and Poplar, where there has been an almost criminal

abuse of the powers conferred uport municipalities to

create and conduct municipal enterprises, but the in-

tention in these pages is to select for careful investi-

gation fairly typical cities in the .two Kingdoms, the

conduct of whose enterprises has been attended by the

highest average of success of any of the cities in

Great Britain where such undertakings are carried on.

Just as it would be unfair and misleading to ignore

the wide difference in general conditions between the

Mother Country and Canada, in considering this sub-

ject, with a view to estimating the extent to which

success in the one instance could be taken as an au-

gury of success or failure in the other, so it would be

unfair and misleading not to carefully point out the

difference which exists in local conditions in both

Glasgow and Birmingham, as compared with the local

conditions in any of our Canadian cities.

In order to get a clear and accurate conception of

mi
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the conditions under which the various municipal un-
dertakings in Glasgow are created, and are at present
operated, it is necessary to look back into the munici-
pal history of the city. Glasgow has the reputation of
liemg one of the best, if not actually the best, gov-
erned city in the United Kingdom, and her municipal
enterprises are held up as the ijest examples of the
success with which a municipal corporation can ac-
quire and operate services under the essential public
franchises within its limits. It does not require nuich
investigation to convince even the most sceptical that
in so far as its enviable reputation for gtx>d municipal
administration is concerned, that reputation has been
well earned. The city government of (dasgow. both
witii resiKTt to method and the ability and probity
with which its numicipal business is carried on, is iii

a large measure unique, even among the best governed
cities of Great Britain. It will be found, however, that
in addition to the general safeguards to the public in-
terests which, in common with all other cities in Eng-
land and Scotland, the Parliament at Westminster has
thrown around numicipal institutions, there are physi-
cal and other conditions, peculiar to the city of Glas-
gow itself, which have in a very large measure contri-
buted to the efficiency of her gei.eral municipal ad-
ministration.

The city of Glasgow, with its outlying locally-gov-
erned suburbs, all of which are served by the princi-
pal of the nnmicipally conductef' services of the city,
has a gross population of about one million souls.
According to the figures contained in the last census
returns, the total population of the city itself is 780,-
000. and this large population is confined within the
extraordinarily small area of 12.700 acres, so that it
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will be seen that there is, so far as the bulk of the

population is concerned, a very great ccmcentration

within a restricted area. The population of the city

of Toronto, for instance, is about 260,000, and its

superficial area, excli. • of the water area, is 10,800
acres.

This concentration of population in Glasgow is due
to several causes, the principal being the confinement
of the city proper within a belt of suburban munici-
palities which have always stubbornly held to their

own autonomy, and compelled the city to grow back
into itself, instead of expanding its Ixjunds as our
Cana''ian cities do. Many of these suburban towns
are as old as Glasgow itself, and at times have been
strong enough to threaten the authority of the parent
city in municipal matters. In no city in the United
Kingdom, except perhaps certain parts of London, is

it possible to see greater extremes of wealth and pov-
erty, while in the poorer districts of the city the mass-
ing of population is simply aniazing. There are liter-

ally miles of streets in those districts crowded with
large apartment houses, which swarm like rabbit war-
rens with thousands of families of the poorer class,

who live in one or two rooms. Even among the well-

to-do wage-earning classes, the same predilection for

flat-houses is more marked than in any other city of

its size in Great Britain. In the best residential dis-

tricts, even, it is possible to see whole streets occupied
by terrace after terrace of flat-houses of the better

sort, where dozens of families use a common staircase

to reach their apartments.

This massing of the population within restricted

areas gives an enormous advantage in supplying such
public utilities as water, light, tramways and such

U - a
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other services as are used by a large majority of the

population. Not only is the capital outlay in all cases

smaller considering the numbers of the population

served, but the source of revenue per square mile of

operation is enormously larger than in any of our Can-

adian cities. Ample proof of this will be found in the

official statements of the number of passengers car-

ried per car mile by the tramways in Glasgow, though

the city system includes also a suburban tramway ser-

vice, as compared with the number carried per car

mile by the street railway in Toronto, where th;re is

no suburban service operated by the company which

runs cars inside the city. Tlie official statements of

the gas enterprise will also show the same thing, in-

stances being common of a single gas service pipe

from the street main supplying as many as one hun-

dred families with gas.

Another reason for the success which has attended

municipal administration in Glasgow, which is in a

large measure peculiar to the city itself, is the cautious

and careful manner in which the system of city gov-

ernment has been evolved, from the time when an ar-

bitrary body of civic rulers made up from the mer-

chant and trade guilds were tiie masters instead of the

servants of the people. The ward politician, as he is

known and understood in Canada and the United

States, has not. and never has had, any place in Glas-

gow municipal elections. The best and most experi-

enced business men in the city are chosen for, and are

glad to serve upon the municipal council. In the first

place, such men have more time to give to the public

service, because the business firms in (jlasgow arc

for the most part old-establi.«hed, and require to be

conducted only, and not upbuilt, as is necessary with
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even the most successful firms in our country. Then
again, the Lord Provost, who corresponds with the

mayor in our Canadian cities, except that the former

has a wider executive power, is nearly always chosen

from among the oldest and most prominent members
of the council. Only very occasionally has the Lord
Provost been selected from outside the council, and
then only when the outsider so selected is considered

by the members of the council, who elect him, as bet-

ter fitted for the position than any one of their own
number. The Lord Provost, on assuming office, is

usually made a baronet by the King. This, of course,

is an additional incentive to experienced and wealthv

business men to give their services to the city. Then
again, both the Lord Provost and the members of the

council are elected for terms of three years, one mem-
ber from each ward retiring each year. This gives a

very much greater amount of continuity to the work
of council than can be had in Canada where the entire

council, including the mayor, is elected each year.

While the chief officials occupying positions of mone-
tary trust are subject to election or confirmment in

office each year by council, the officials who are en-

trusted with the management of any municipal under-
taking are not only appointed permanently, but are

given the widest scope of action in the management
of such enterprises. For instance, the late manager
of the gas undertaking. Mr. William Foulis. who died

during the year 1893. occupied the position of man-
ager and chief engineer for the whole time the enter-

prise was carried on by the city. When the question

of appointing his successor came up. the council ad-
vertised that it would pay a sufficient salary to secure

1
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the services of the best man obtainable for the posi-

tion, though there were dozens of applications from

local gas engineers.

Though, by no means all, these are some of the

principal differences in conditions between Glasgow

and our Canadian cities, which make for good munici-

pal administration, and contribute to the success of

nnuiicipally conducted undertakings.

Ihe city of Glasgow is suffering, not from any mal-

administration of its affairs, but from an over-indul-

gence in municipal trading, which has been carried

into the realm of speculative enterprises, which al-

ways presupposes a certain amount of risk and the in-

vestment of a large amount of capital. For instance,

the city of Glasgow is today supplying its citizens

with gas, electric light, tramways, and telephones; it

controls and manages eleven public parks and picture

iralleries, thirteen baths and wash-houses, a fruit and

vegetable market, a dead meat market, a home cattle

market, two foreign cattle markets, a cheese market,

a bird and dog market, an old-clothes market, four

slaughter-houses, four hospitals and one burying-

ground ; it is the owner and administrator of two

thousand four hundred and eighty-eight houses in

flats, seventy-eight lodging houses, a family home,

one laundry, one bake-house and one golf course; it

is the proprietor of and rents three hundred and seventy-

two shops, forty-nine stores, forty-three warehouses,

two hotels, one theatre, one studio, one pawn office,

one nursing home, one powder mill, one panorama

site; it conducts forty-three workshops, twelve halls,

nine churches, which belong to the city and have the

salaries of the incumbents paid by the city; it farms

over one thousand acres of land on which large crops

5'



are grown, including all the feed used in the stables of

the street-cleaning department ; it converts sewage in-

to solid matter and sells it to the farmers for manure

;

it carries on business as a market gardener ; it owns
stone quarries, and possesses nine hundred railway

cars ; it builds tramcars. has reclaimed bogs, conducts

a civic granary, raises something like a thousand

pounds a year from the sale of clinkers taken from

the crematory refuse heaps, collects and sells waste

paper, melts and disposes of the solder taken from old

tin cans gathered from the refuse heaps of the city.

In fact there is scarcely any limit to G'asgow's munici-

pal activity. This activity, while it may have its

commendable side and may be defended on the ground

of conservation of the public interests, has certainly

helped to pile u.p an enormous civic debt. There are.

of course, substantial assets for all of this debt, but

the difficulty is that many of the ventures in which

public money has been invested are distinctly of a

speculative character. Then, of course, the city, in

many of its ventures, has invaded what we in Canada

concede to be the realm of the private trader.

A glance at the finances of the city will show what

this over-indulgence in municipal trading has done in

the way of increasing the funded debt of the city and

in raising its rates. In the fiscal year 1890-91 the revenue

of the city was $6,523,200, the expenditure $6,424,600:

in 1900-01 the revenue had increased to $14,047,025, the

expenditure to $14,232,210. During the same period the

debt of the city had increased from $27,240,135 to $64,-

376,095, while the assessable rentals in the city had only

increased during the same period from $17,277,550
to $24,764,820. Thus, while the city's debt increased

by over $37,000,000 during that period, the assessable

IV
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rentals duIv increased by sonietliing like $7,500,000.

In the year 1890-91 the rates were twelve cents in the

dollar in rentals of $50 and upwards, and eight cents

and eight mills in the dollar on rentals of less than

$50. In the ytar 1900-01. the first rate had risen to

sixteen cents and four mills in the dollar and the

second to thirteen cents in the dollar.(i)

(1) The Daily Time', London, Enffland. September 30lh, 1902, and a
pamphlet written in reply, "The TiTneu and Municipal aociallmn," Sir
Samuel Chisholni. Lord ProvoMt of GlaHifow, 1902, both of which airree
on flgureH given here.
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CHAITMR VI.

Tm: MuNuii'AiJ.Y Conductkd Waterworks Ln-
nrcRTAKiNc; of tjii; City of (ji-asgow.

THE first attempt made to supply the city of Glas-

gow with a system of water supply was in 1806,

when a bill, partly municipal in its origin and partly

promoted by private citizens, was introduced into

Parliament and became law, incorporating the Glas-

gow Water Company. The object was to raise water

from the River Clyde and supply it to the inhabitants

of the city. Two years later another private company,

the Cranstonhill Water Company, also obtained pow-

ers to raise water from the Clyde and distribute it

throughout Glasgow. For thirty-two years these two

companies continued to supply the public needs so far

as water was concerned. TV" Cranstonhill Company
^elled to remove its works from the banks of

th» Clyde below, to a similar position above the city,

on account of the pollution of the lower reaches of

the .'iver by sewage. After a precarious existence,

tne Cranstonhill Company was absorbed by the older

company in 1838, under an amalgamation Act from

Parliament. At this time the total daily supply from

the combined works was about sixteen million gallons

a day, or about twenty-six gallons per head of a popu-

lation of 250,000.

About 1845 the Gorbals Gravitation Wate Com-
pany secured incorporation and powers frci: Pc. a
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moiit to supply the sixty odd thousand inhabitants on
the south sido of tho River Clyde, inchuhnjj Gorbals,
rollockshaws. and Govan, with water taken from the
small stream of l{rockl)urn and its tributaries.

In the latter years of their existence the Glasgow
and (Jorbals C\)mi;anies were jointly able to supply
aiKxit 13.500.000 jjallons of water daily to a popula-
tion of about 400.000. which was considerably over
thirty ..allons per day per head of the population.
I he real trouble, however, was not the quantitv sup-
plied, but the fact that as the River Clyde was becom-
ing more and more polluted every year, there was a
general belief that the water taken from it by the
Glasgow Company was poisoning the inhabitants.

r3uring the year 1851, the council committed itself
to the principle of taking over its waterworks system
as a municipal undertaking, antl three years later it

promoted a bill before Parliament for authority to
construct works capable of yielding from twenty to
twenty-five million gallons of water a day with possi-
Dilities for extensions further increase the supply
so as to meet all the d ands of an increc>sing popula-
tion. It was propose .0 bring the supply from Loch
Katrine, a distance of about thirty-four miles from
the city. Objections raised by the Admirdty, that
the tapping ol Loch Katrine would destroy the navi-
gation of the River Forth, which receives its water
largely from that source, and upon which there is a
naval yard, and another claim that the chemical action
of Loch Katrine water upon lead pipes would produce
a poisonous effect, resulted in the rejection of the bill
by Parliament. Both of these objections having been
satisfactorily disposed of, practically the same bill
was passed by Parliament in 1855.
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I'luler the ttrnis of this Act the cor|x)ration was to
take over the plant and works of the two existinff
companies, paying the Glasfjow company annuities at
four and one-half per cent, on ii., ordinary stock,
amountinj^ to $1,518,500, and six per cent, on its pre-
ference stock, amounting to $209,400. and the (ior-
bals company annuities at six per cent, on its stock,
wliicli amounted to $«>oo,ocx). In adflitioii. it took
over a mortgage del)t of the companies amounting to

$380,000. Thus the cor|)()ration agreed to pa\ per-
petual annuities amounting to $135,000 and assume
the mortgage debt of $380,000. Taking the capital-
ized value of the annuities on this $2,875,000 worth of
stock at twenty-five years' purchase, which woidd
make $3.375.(xx) and adding the mortgage debt of
$380,000, the amount paid by the city for the plant
and works of the two water companies was $3,755,000.

The new Loch Katrine water scheme was devised
to give the city a pure and practically unlimited sup-
ply. The chain of lakes over which the Act of 1855
empowered the council to exercise authority com-
prised Loch Katrine. Loch Vennachar and I^ch
Drunkie. The natural drainage of these lakes is into
the River Teith. the overflow from Loch Katrine
passing into Loch Vennachar. into which the channel
from Loch Drun'.ie also runs. In the scheme it was
planned to take the whole wa cr supply from Loch
Katrine, leaving to the oth'^r lakes of the chain the
task of providing the compensation water to be run
down the River Teith. Power was given to convert
the basin of Loch Katrine into a large reservoir by
raising the level of the water four feet above the sum-
mer level of the loch, and by draining it down to thre«
feet below that level, thus giving a supply of seven

a
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ffct fruiii a sii|Hrlicial aroa dI .^058 acios. Tor ii)

poiiiidiii}; compensation water, the council was em-

powered to raise the level of Loch V'ennachar five feet

nine inclics atxive the summer level and to drain off

water to six feet l)elovv that It vel, ^'^'"{5 eleven feet

nine intlios of a supply over an area of 1,0-^5 acres.

r.och Driiiikie it was authorized to rai^e twenty-iUe

.Move the sununer K vel over an area of i.?8 acres,

ihc drainaj^e ot Loch Katrine is 2,^192 acres, of Loch

nachar ami Loch Urunkie a little more tlian 24,-

jO acres. The cit> was restricted in the .\ct from

laking from Loch Katrini a greatti ([uantity of water

in any one day tlian fitly million >jalU>ns. and was

hound to seiul daily down the River Teith from I^och

X'ennachar compensating wati r to the amount of ^.-

48o,cx:k') cubic feet or 40.5(X).fxx) j^allon*.

The Loch Katrine district has the advantaj.,'c of

lying in one of the wettest regions in the Ignited King-

dom. Clouds laden with moisture from the Atlantic

(3cean. strikiufi against the high hills which lie

around and in the west of Loch Katrine, are cooled

down and precipitate heavy rainfalls. This average

rainfall is estimated at from sixty to ninety-five inches

per annum, and the hills being mostly naked rock, a

large proportion of the heavy rainfall finds its way
rapidly, and with little evaporation, into the several

loch reservoirs.

The first instalment of the works, which included

the raising of the loch levels, the construction of a

twenty-six mile aqueduct from the intake pipe at

Loch Katrine to the village of Mugdock, where a sixty

acre service reservoir, with a capacity of 488,70ij,oo<>

gallons, was constructed and the laying of ca.>>t iron

pi])es from Mugdock reservoir seven miles into the



lity, was coihiiuikhmI in 183/) and com|)U'tf(l tlirt'f

years later.

The cost of this part ui the niKU-rtakint,' was ?4,-

600,000. iiiadf up of $3.857. 5t)«) for tht a(|Mediict.

reservoir, iron pipes, and the necessary rearran^^enuiit

of the l)ipinf; tlir(iuj,di the street^, ^^ys.ixjo for land

and conipen.iation. $i35,ofx) tin I'arhanieiitary ex

penses, and $210,000 for engineering and otlier exjx ses.

Tlie capital expenihture l)et\veen iHfto, wlien tht.

first instalment of the i-och Katrine works \va otn-

pleted. and i88o. in inakinfj additions to and duphca-

tions of, portions of the aqueduct and mains in: , tin'

city, was $7.270,o<X). in 18K4, it was foiu: ' that th<-

joint supply from the Lovh Katrint works >,ooo.-

000 palions ii day and from tlie old (i. )rl)al ( .nipaii\

works, which are still operated li\ the city, of 5.000.-

000 j^^allons a day. was not -ufRcicnt to sup-

ply the needs of the population within the area

of demand, which then totalled 762,000. I'ower was
ohtained from Parliament to raise the level of I.och

Katrine another five feet, and to hrin^j I.och Arklet

into the area of supply. This latter l(»ch, thous[li s nail.

lies within :; thousand feet of [.och Katrine. The
level of F.och Arklot was raised hy twenty-tivi' feet,

and its water was carried into Loch Katrine by means
of a (uiinel through the separating hills. The effect

of the.se additions nas to increase the water area hv
ninety-one and a half acres and raise the storage ca-

pacity from 5,624,000,000 gallons to 11,908,000,000

gallons, which, with the .storage capacity of the (ior-

bal works of 1,058,000,000 gallons, gave a total avail-

able supply of i3,ooo,(X)0,ooo gallons as against 6.-

682,000.000 gallons from the original Loch Katrine
works and the Gorbal works a<lded.
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In order to provide for the delivery of this greatly
increased supply from Loch Katrine, it was found
necessary to duplicate the whole system of aqueducts
and mains and construct a new storage reservoir,

called the Craigmaddie reservoir, in close proximity
to the Mugdock reservoir, with a capacity of 694,000,-
000 gallons, making the total storage capacity of the
two reservoirs 1,182,700,000 gallons. The cost of this

work was $5,455485.
The old Glasgow Water Company's plant is still

used to raise water from the River Clyde for manu-
facturing purposes, and the city has, in addition, a
hydraulic power works for supplying water at high
pressure. '

The total capital expenditure on the entire system
up to 1903 has been $19,884,850, for the redemption
of which debt a sinking fund of $5,982,850 has been
created.

Within the municipality of Glasgow on the north
side of the River Clyde, where the power of rating for
watfer is unlimited, \he domestic rate in i860 was
about six cents in the dollar on the rental value of the
premises supplied

; while on the south side of the river
the rate was five cents in the dollar on the rental value.
The rates were made uniform on both sides of the river
in 1871. The domestic rates charged for water during
the fiscal year ending March 31st, 1903, were two and
two-fifths cents in the dollar on rental value within the
city boundaries, and four cents in the dollar on rental
value in districts supplied without the city

boundaries. Meter rates have also been reduced from
a sliding scale beginning at twenty-five cents per
thousand gallons, in i860, to a present uniform
charge of eight cents per thousand gallons with a
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minimum charge of $io per annum ; charges for shops
and warehouses, private taps, from one to two dollars

according to rentals; taps common to more than one
tenant, from seventy-five cents to $1.25, according to

rentals, and closets from seventy-five cents to $1.25.
All charitable institutions in the city are supplied with
water free of charge, twelve public baths and wash-
houses, belonging to the city get free water, and. in re-

turn for exemption from assessment of its pipes and
mains, the water department does not charge for

water used in street cleaning, watering streets and
flushing sewers.

The area of the Glasgow waterworks supply covers

an area of about twelve miles from east to west and
sixteen miles from north to south, and includes, be-

sides the city proper, the Royal burghs of Rutherglen
and Renfrew, the burghs of Govan, Patrick, Pollock-

shaws, Barrhead, Milngavie, Kinning Park, and the

towns and villages of Nitshill, Thornliebank, Cath-
cart, Cardonald, Mount Vernon, Carmyle, Tollcross,

Shettleston, Millcross, Bishopsbriggs, Auchinairn,

Strathblane, Bearsden, Yoker and Scotstoun. The
population within the area of supply is about 1,250,-

000, and the amount of water supplied during the year

1903 for domestic purposes was about 60,960,235
gallons per day.

The Toronto (Canada) waterworks system, which is

owned and operated by the municipality, cost up to the

end of 1902 the sum of $4,956,626. The gross outstand-

ing debt at the same date was $3,895,094, and the net

outstanding debt $3,259,771, so that the amount of

the sinking fund for the redemption of debt, together

with the amount of debt paid oflF out of that fund, is

$635,323. The system is supplying for domestic and
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other purposes about 22,000,000 gallons of water
daily. An official return ordered during the last ses-

sion of the Ontario Legislature gives tho average
annual deficit of the Toronto waterworks system from
1898 to 1902 as $24,126.

Any comparison between the water rates charged
in Glasgow and Toronto is difficult to make. In the

former city the domestic rates for water are based up-
on the rental value of the premises supplied, while in

the latter city the domestic rates are based upon the

number of rooms and inmates in the premises sup-
plied, with an additional charge for each fixture. For
instance, a ten-roomed house in Toronto, with ten in-

mates, would pay a basic water rate of $5 a year, with,
for instance, $1.25 extra for a bath, $1.25 extra for a
closet, and 50 cents extra for a wash basin, making in

all $8 a year. A similar ten-roomed house in Glas-
gow would probably rent for $375 a year. The water
rates on such a rental would be $7.80 a year, v-ith 75
cents added for a closet, which would make the total

rate for about the same conveniences $8.55 a year as

compared with $8 a year in Toronto. The meter rates

in Glasgow are eight cents per thousand gallons, as

against fifteen cents gross, or twelve cents net per
thousand gallons in Toronto. On this basis, the do-
mestic rate is less in Toronto than it is in Glasgow,
while the meter charges are four cents a thousand gal-

lons greater.
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CHAPTER VII.

The Municipal Gas Undertaking of thk Citv
OF Glasgow.

IT was in 1818 that (ilasgow first used gas as an
illuminant. In that year the Glasgow Gas Light

Company was formed and obtained powers to manu-
facture and supply gas within the city proper and
some of its adjacent suburban municipalities. The
capital of the company was $500,000, and there was
a clause in the incorporating Act providing that so
long as it was the only company supplying gas
within the city, the annual dividend should not exceed
ten per cent, in any one year, and that all surplus
earnings above that amount should be devoted to the

reduction of the price of gas supplied to consumers.
In the year 1835, a board of commissioners, appointed
by the town council, found that the gas company
owed to the consumers in the city some $268,940 for

profits over the ten per cent, limit, which had not been
applied in the reduction of the price of gas. They re-

commended that the company should be compelled to

reduce the price by fifty per cent., but the recom-
mendation was never even seriously considered.

Eight years later, the City and Suburban Gas Com-
pany was incorporated and entered the field of com-
petition. Thirteen years later, when both companies
applied to Parliament for power to increase their

capital stock, the city succeeded in securing pro-
visional contracts with them, under which thev agreed
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to transfer to the corporation their works, property
and funds during the following year, subject to the

discharge of all their liabilities, and the payment of
perpetual annuities of eight per cent, on the nominal
amount of each company's stock, or the purchase of
the stock outright at double its face value. The city,

however, failed to carry out the agreement.

An investigation into the affairs of the companies,
held in 1859, disclosed the fact that the City and Su-
burban Company had never, throughout its career,

earned suflficient profit to pay ten per cent, dividends,

although from 1853 down to that time, the maximum
division had steadily been made, partly at the expense
of premium account and partly by making an insuffi-

cient allowance for depreciation on plant and works.
In reference to the older company, the Glasgow Gas
Light Company, the investigation brought out the

serious fact of an enormous loss of gas by condensa-
tion, leakage and other untraced causes. For the three

years over which the detailed investigation was car-

ried the loss was, in 1858, about 23.29 per cent.,

an'' in i860 it came to 23.19 per cent. A loss of
almost one-fourth of the quantity of gas produced,
of course, in itself meant a serious addition to the

gas bills of paying consumers. The investigation

committee in its report recommended the formation
of a third gas company, but in 1867, the town council

unanimously adopted a resolution in favor of the city

taking over the plant and works of the two existing

companies. This proposal met with vigorous opposi-
fion from the companies, but finally, in 1869, Parlia-

ment enacted legislation authorizing the transfer.

Under the terms of this act, the shareholders re-

ceived perpetual annuities of $173,810, being at the rate
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of nine per cent, on $1,500,000 worth of ten per cent,

maximum dividend stock, and six and three-quarters

per cent, on $575,000 worth of seven and a half per
cent, stock. The mortgage debt of the companies,
which amounted to $600,000, was also taken over by
the corporation. These annuities, capitalized at

twenty-five years' purchase, would amount to $4,345,-
250 which, together with the $600,000 mortgage debt,

would make the amount which the city paid for the

plant and works of the two companies $4,945,250.
The works taken over had a producing capacity of

1,206,000,000 cubic feet of gas a year, and the rates

charged to customers ranged from $1.00 to $1.25 per
thousand cubic feet, with a five per cent, discount on
all accounts between $20 and $100, a ten per cent, dis-

count on all accounts between $100 and $500, and a
fifteen per cent, discount on all accounts over $500 a
year. The terms of the Act of Parliament, authoriz-
ing the transfer and empowering the city to establish

its gas enterprise, which is known as the Glasgow
Corporation Gas Act, 1869, are well worth reading,
not only in order to show the generous terms accorded
to two private companies when their enterprises were
taken over, but also the care with which Parliament
safeguarded the public ir rests by specifically de-
fining and rigidly limiting le powers granted under
the Act.

The corporation entered into possession and began
business as manufacturers of gas in 1869. Since
that time there has been expended upon the enter-
prise $10,340,545. The sinking fund created for the
redemption of this borrowed capital, at the end of
1903, amounted to $2,319,475, and there had been set

aside out of revenue at that time for depreciation on
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plant and works the very large sum of $6,548,760.

This latter amount represents practically the entire

net earnings of the undertaking during the thirty-

four years it has been conducted by the corporation,

with the exception of a couple of small sums contri-

buted to the Common Good Fund, and loaned to the

municipal electric light enterprise in the first years of

its existence. Not one dollar, however, of the earn-

ings of the gas enterprise has been applied in relief

of the general rates of the city.

It is difficult to conceive of any municipal undertak-

ing being handled upon more conservative lines than

has this, the second, of Glasgow's great public ven-

tures. When the plant and works of the two private

gas companies were taken over by the city in 1869, it

was generally felt that the corporation was assuming

considerable risk in endeavoring to run the enterprise,

meet the cost of management, pay interest on bor-

rowed capital, and. in addition, provide for an annual

payment of $173,870 of perpetual annuities out of re-

venue. This public apprehension had a great deal to

do with the careful manner in which the Act of Par-

liament creating the enterprise was framed. Even

today, though it is thirty-four years old, the Glasgow

Corporation Act, 1869, is still quoted as a model for

such classes of legislation.

Whether this conservative management has been

fair to the gas consumers of the city during the past

thirty-four years or not, is an open question, but it has

certainly placed this undertaking of the city upon a

financial basis more secure than that of any other

similar enterprise in the United Kingdom.

The price of gas to consumers at the end of the

year 1903. was fifty-eight cents per thousand cubic
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feet for lighting purposes, with a special rate of fifty
cents per thousand cubic feet when supplied for motive
power purposes. The area of si.pply included the
city proper, with its population of 780,000. and su-
burban municipalities adjacei.t, with a combined
IKjpulation of about as much again.
The Consumers' ( ias Company of the city of Tor-

onto, which has the monopoly of supplying gas within
the limits of the city, charges a flat net rate of eightv
cents per thousand cubic feet for all gas supplied,
whether for light, heat or power.
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CHAPTER VIII.

Municipal Tramways in Glasgow, how They
WERE Acquired, and how Thev are Operated.

IT was not intended when tramways were first con-

templated in Glasgow that the corporation should

have any direct interest in the undertaking, eithe*- in

the way of constructing the lines or in handling ihe

traffic. When, in 1870, the tramway fever over-ran

tjreat Britain, two rival companies sought from Par-

liament power to supply the City of Glasgow with

a tramway service. The town council opposed both

projects, and ultimately an agreement was arrived at

under which their bills were amalgamated, an! the

city secured the insertion of a clause to the effect that,

if the bill became law. the promoters should suspend

active operations for a period of six months from the

date of the enactment, and, if within that period, the

Corporation determined to enter into possession, the

joint promoters were to stand down, and the town
council was to take their place as owner of the legis-

lation with all its powers and responsibilities. The bill

was duly passed, the town council within the specified

time decided to take over the legislation, and so the

duty of making the tr, , way lines devolved upon the

city. The provisions t. :he Act conferred upon the

corporation power cithei to work the tramways as

a municipal undertaking, or to lease them to private

companies. There is no doubt this power was given
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the City of Glasgow by Parliament through an in-

advertence, as there was at this time a standing order
of both Houses of Parliament against the granting
to municipal corporations of powers to operate such
undertakings.

The city decided not to work the tramways itself,

and the British and Foreign Tramway Company,
which possessed the right to lease under the Act if

the city decided ujwn that course, disposed of its

rights to the Glasgow Tramway and Omnibus Com-
pany for the sum of $1,750,000, on the understanding
that it was to provide the equipment for the proposed
tramways which the new company proposed to oper-
ate. It was found later, when the accounts lietween
tlu- promoting and operating companies were ex-
amined, that the Glasgow Tramway and Omnibus
Company had received property, plant, horses and
cars to the value of $582,120 from the promoting
company, while it was paying under agreement, for
this equipment and for the assignment of the rights
under the lease, the sum of $1,750,000, making the
price of the rights under the lease $897,880. which
represented a dead weight upon the company, for
which it had no real assets, and which had to l>e

liquidated by payments out of revenue.
An agreement was drawn up between the corpora-

tion and the Glasgow Tramway and Omnibus Com-
pany under which the company was to lease the lines
to be constructed by the city for a period of twenty-
three years for 1871. The company was to provide a
working capital of $100,000, and the city was to begin
at once with the laying of the tracks agreed upon.
The company was bound to make all repairs and keep
up the roadway between the rails and for eighteen
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inches beyond the outer rails, atui at the termination

of the lease to hand over the system in as good a con-

dition as new. For the due implementing of these

conditions, the company bound itself to set apart a

yearly sum equal to four per cent, of the cost of con-

struction of the lines to be applied in maintenance

and renewals, any unused part of this fund to revert

to the company at the termination of the lease. The
company also agreed to pay the corporation the inter-

est actually paid on the total capital expended upon
the tram lines, including all parliamentary expenses,

three per cent, per annum on the same capital to be

constituted a sinking fund for the redemption of the

capital debt, a rental equal to $750 a mile of street

for the lines constructed and actually in use, and
reimbursement of the corporation for expenses of

management of the undertaking incurred by it. As
security for the carrying out of these terms the com-
pany was to acquire $300,000 worth of real property,

over which the corporation was to hold a bond and
disposition in security. All future extensions of the

lines sanctioned by Parliament were to be subject to

the same conditions, but the company retained the

right to opjxj.se any applications for such extensions

from Parliament. A schedule of maximum fares

was included in the agreement, which provided,

among other things, for the carrying of working
people at half fares between five and seven o'clock

mornings and evenings. The corporation retained the

right to regulate the traffic and the rate at which cars

were to be driven as well as the licensing and work-
ing hours of drivers and conductors. A penalty clause

for non-fulfilment of the terms of the agreement also

formed part of the document.
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During the first three years of the lease the corpora-

tjon constructed and the company operated fifteen

and a half miles of double track through the most
crowded thoroughfares of the city. When the city

took over the working of the tramways in 1894 some
thirty miles of double track had been constructed and
were being operated.

The system of lines was well planned with a view

to serving the great traffic avenues of the city. The
heart of (Glasgow lies in a triangle formed by the

three great railway stations, the Central, St. Enoch
and Queen Street, and from there the great arteries

of communication radiate in every direction to the

outskirts. The twelve main tramway routes were so

planned that the cars entered the triangle and nearly

all passed through it, going from one extremity of

the city to the other. Consequently within this cir-

cum.scribe(l triangle passengers had an opportunity

of proceeding to any quarter of the city served by the

tramways.

The capital expended by the city upon the construc-

tion of lines during the currency of the lease with the

company amounted to $1,724,825, of which $1,007,350
was covered by the sinking fund created by the com-
pany, leaving a net debt of $717,475 outstanding when
the system was taken over by the corporation. The
total capital outlay upon the tramways system from

1871 to 1903 has been $13,774,275, against which
there are accumulated sinking fui' Is amounting to

$776,660, and a .v,)reciation fund on plant, written

off out of revenue, of $3,126,715.

When the tramways undertaking was created in

1 87 1 it was, under the terms of the initial legislation,

financed on the credit of the Common Good Fund,
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which is really the corporate estate of the city. All

the net profits which accrued from the operation of
the enterprise during the currency of the lease with
the Glasgow Tramway and Onmibus Company, which
averaged about $13,830 a year, was paid into the

Conmion Good Fund. Money required for tramway
purposes in (ilasgow, is still borrowed on the credit

of this fund and the net earnings of the undertaicing

arc still paid into it. Glasgow is the only city in the

world which cainiot levy a rate for the purposes of its

tramway system. .Since the conduct of the undertak-
ing has been in the hands of the corporation there has,

therefore, always been a grim necessity why the enter-

prise should be made a commercial and financial suc-

cess, rathir than a drain upon the fund which had to

go guarantee for its capital. I'ully realizing this fact,

and impelled by the knowledge that the enterprise had
nothing back of it except its own revenues, the city

council has been careful to secure the services of one
of the ablest tramway managers in the United King-
dom, to whom is given the widest powers of manage-
ment, so that the tramway committee of the council
is more in the nature of an advisory board than a
committee of management.
The total amount of net profits paid to the credit of

the Common Good Fund by the tramway undertaking
from 1894, when the city took over its management, to

1903, has been $533,800, or about $59,312 a year for

the nine years. The amount paid to the corporation
of the city of Toronto during the past nine years by
the Toronto Railway Company for the use of its street

railway franchise has been $1,833,826, or a yearly
average of $203,758. The net earnings of the Glas-
gow tramways in 1903 were $125,000; the amount
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paid the city of Toronto by the Toronto Railway Com-
pany was $298,839.

When it comes to a question of comparing the rela-
tive fares charged in Glasgow and 'loronto, it is very
difficult to make any fair comparison. In the first

place, the Toronto company charges three flat fares
for a ride of any distance on its lines and transfers
are given over any line m the city to enable the passen-
g'er to complete the journey upon tiie payment of a
single fare. These Hat fares are four and one-sixth
cents for ordinary rides at any time, three and one-
sixth nnt3 ft)r rides during limited periods and Sun-
f'ays. and tw > and one-half cents for children, or an
avenge fare, txclusive of children's fares, of about four
.ml IK tenth cents for a ride of anv distance with
the privilege of transfer. In Glasgow there is a
graduated scale of fares. Ijeginin.t; with one cent for
little over half a mile, two cert< . jr two miles and a
third, three cents for th

four cents for four miios

for five miles and almo i

miles and about nine-' ,: ! ^

miles and almost one-th.fi .1

tion over nine miles. Thu^ '.

mile is a fraction less than a c.^

rnrU-;

ni ill,.;;

M:'--^|>

almost a half.

<ialf, five cents

< cents for six

-^s for eight

• . ^? for a frac-

as ^ '1 paid per

;l)c second place,
whde the Toronto system is purely an urban svstem.
that of Glasgow is urban, suburban and inter-urban,
comprising one hundred and nineteen miles of single
line and serving a population of 780.000 in the city
proper, and 292,000 outside the city, distributed as
follows:—Shcttleston, 12,000; Tollcross. 8,000; Cam-
busiang. 13,000: Rutherglen, 18.000; Cathcart, 5,000;
Pollockshaws, 12,500; Kinning Park, 14,000; Govan.
89,000; Paisley. 80,000; Renfrew, 10.000; Clvdebank,
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21,000; Bishopsbriggs, 10,000. Total, 292,000. The
population served by the Glasgow tramways is thus
1 .072,000.

The fact that the average fare paid per passenger on
this whole system is less than a penny shows that,

while the number of passengers carried per car mile
is only 12.64, the traffic in the city proper is much
larger than that figure would indicate, as the average
ride on the tramway system, including its suburban
and inter-urban lines, is a little less than a mile. This
is further borne out by the fact that over thirty-two

per cent, of the passengers carried pay halfpenny
fares, and sixty-one per cent, pay penny fares, so that

ninety-three per cent, of the total number of passen-
gers carried do not travel on the cars for a longer dis-

tance than two and a third miles. The Toronto Rail-

way Company carries 4.56 passengers per car mile at

an average fare of four and one-tenth cents. It is evi-

dent, therefore, that while a small average fare for a
short average ride makes money for the Glasgow trim-
ways because of the congestion of population within the

city proper, the same sm.?ll average fare for the same
short average ride would be of no use in Toronto at

all. In Glasgow, it costs eight cents to ride a fraction

over nine miles, while in Toronto a ride of any dis-

tance served by the system, and equal, if desired, to

Glasgow's nine miles, costs an average fare o* four
and one-tenth cents, with the privilege of trans-

ferring from one car line to another as often as is

necessary. In Glasgow it costs a cent to ride a little

more than half a mile and two cents for a little over
two miles, while in Toronto it costs the same average
fare to ride either of these distances, as it does the

longest distance the system covers. It is hard to de-
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term.ne which fare, or system of fares, is the cheapest
but It IS obvious that the system of fares which pro-
duces revenue in Glasgow would not produce revenuem Toronto, and vice versa. What suits one set of
conditions would be impossible under the other.
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CHAPTER IX.

The MuNicn'Ai, Electric Light and Telephone
Undertakings of the City of Glasgow.

'T' HE municipal council of Glasgow first began to
1 supply electric light to its citizens in 1892. v/hen

It took over a small plant belonging to a privatp com-
pany, installed primarily to light some of thr, public
buildings in the city. At the time of the transfer,
which was authorized by Parliament in thj Glasgow
Corporation Electric Lighting Order, i8co, the plant
was supplying thirty-seven customers. Tne price paid
by the city was $75,000. There were .wo generating
stations, one on the low tension co'itinuous current
system of one hundred volts conveyed by overhead
wires, and the other, which was also conveyed by
overhead wires, was on the high tension alternating
system of two thousand four hundred volts trans-
formed on the consumers premises to one hundred
volts. When the corporation took over the under-
taking in 1892. work was at once commenced upon a
central generating station for low tension supply.
The low tension continuous current three wire sys-
tem. Pt two hundred volts pressure, was adopted to
save the cost of altering the existing installations of
consumers, which could be connected with the new
system without changing lamps. All the mains from
this new generating station were placed in under-
ground conduits. In tha following year the high
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tension alternating plant was shut down all con-
sumers being changed over to the new low tension
underground mains supplied from the new power
station,

*^

In 1896, in order to meet an increasing demand for
current, two temporary accumulator sub-stations were
erected, partly to avoid transmitting heavy loads fron^
the central generating station during the longest light-
ing hours, which involved considerable loss at the low
pressure of two hundred volts, or a large expenditure
on extra heavy cooper mains, and partly to relieve themaximum load upon the central generating plant
The accumulators in the sub-stations were charged
up during the night and the early hours in the morn-
ing when the plant and mains were under an easy
load, and discharged during the hours of heaviest
demand to supply the local districts around the sub-
stations. This expedient, however, was soon found
to be insufficient, for in the following year the erec-
tion of two new power stations, one in the north and
the other m the south side of the city, was begun
They were designed to contain a capacity of ^cooo
horse power, of which there was installed about .6-
500 horse power. Just before the new stations were
opened in 1898, the regulations of the Board of Trade
were changed to allow pressure to be given consumer,
of electric energy to be raised to two hundred and
ntty volts. The corporation immediately took ad-
vantage of this alteration to generate at high -r ores-
sure as it reduced the cost of the mains in proportion
to the amount of power carried. From the new
power stations the pressure supplied is two hundred
and fifty volts a side, on the three-wire low tension
system, motors above five horse power being supplied
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at five hundred volts. In 1890, when the municipalit>

of Kelvinside was added to the city, the corporation

purchased a small electrical plant, which had been

supplying a small portion of Kelvinside with light,

for the sum of $185,000. Up to the present time,

1903. the corporation has obtained the bulk of its

revenue from supplying electric current in the busi-

ness centre of the city and in the outlying portions

where new buildings are going up. As yet, however,

electricity has not to any appreciable extent taken the

place of gas as the popular lighting system in the

crowded residential sections of the city, because in so

many instances gas is used for lighting, heating and
cooking in apartment houses, where it is a great con-

venience.

A serious and costly mistake was made in the initial

years of the enterprise by installing a totally inade-

quate system of conduit mains, which have since been

abandoned, and a new and larger system installed at

great cost.

The amount of capita! expended upon the under-

taking since it was taken over by the corporation has

been $5,208,725, the accumulated sinking fund

amounts to $180,765, and the total profits, over and

above the cost of operation, have been employed in

building up a fund for depreciation on plant amount-
ing to $480,835, an amount which is regarded as alto-

gether too small, considering the fact that a great deal

of capital has been expended upon a useless and aban-

doned system of conduit mains.

In the first year of the operation of the enterprise by

the corporation there was a fixed rate of fourteen

cents per Board of Trade unit(i) charged for the

(1) A Board of Trade unit is equal to l.OOIl watts one hour.
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current supplied. In 1897 the system of charging
was altered from a flat rate to a maximum demand
rate. The initial charge for the maximum demanti
quantity (three hundred and sixty-five hours' use)
was twelve and a half cents per unit. All current
taken ov. that quantity was charged for at the rate of
eight and a half cents per unit. The average price
received that year for the total amount of current sup-
plied was ten and a half cents per unit. The initial

rate of twelve and a half cents per unit is still charged
to consumers who do not use more than the maximum
demand quantity. To larger consumers a reduced rate
is charged on all current used over and above the
maximum demand quantity, this reduced rate being,
in 1903, a penny a unit. The amount of electricitJ
sold in 1903 was 11,501,324 units.

The Toronto Electric Light Company has an out-
put about equal to that of the Glasgow enterprise.
The rates charged vary from twelve cents per unit
to -mall consumers down to four cents to very large
consumers. There is, however, a rate to dwelling
houses and some other classes of consumers of eight
cents per unit, which applied no matter how small an
amount is used, and which has proved very useful in

affording lighting facilities v, dwellings of all classes
and to churches and other public institutions and
places of puMic meeting. The Toronto company al.sc

renews the lamps of its cu.stomer< free of rhnrgc.
The latest of Glasgow's municipal ventures, the cor-

poration telephone undertaking, was established in

1900. The question was first divcus.sed by the city

council in 1893, when a committee was appointed tn

consider the question of the advisability of the corpor-
ation making application to tlie Po,t Office ^lepartnient.
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whicli has tin- control and licensing of all tele-

phone companies in the United Kingdom, for permis-

sion to establish and conduct a telephone exchange

within the limits of the city. The committee reported

in favor of the application being made.

At this time the only telephone exchange in Glas-

gow was that of the National Telephone Company
and the service, it was claimed, was both inadequate

and unduly expensive. The chief spirit in the move

made by the corporation was the late Lord Provost

Sir Samuel Chisholm, and it is alleged that political

considerations entered largely into the fight which

was made against the National Telephone Company

and for the establishment of a municipal telephone

system. However that may be, after application was

made to ilie Postmaster General, two years were spent

in correspondence, after which a Parliamentary com-

mittee conducted an inquiry into the question of

granting licenses to local authorities to construct and

operate telephone exchanges, before which evidence

was given as to the merits of the Glasgow application.

No result followed until 1897, when the government

consented to hold a local investigation into the com-

plaints against the National Telephone service, which

were the basis of the application made by the city.

The Royal Commissioner reported in favor of the

municipal application being granted, but the Post-

master General was still obdurate, and refused to

grant the license. In the following year, another

committee of Parliament, after taking evidence on the

question whether local authorities should be per-

mitted to create and operate telephone exchanges, re-

ported that a general and immediate competition,

either by the Post Office Department or by local au-
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hont.es. was necessary, owing to the general unsatis-
factory service given by the National Telephone Com-pany whicl, conducted exchanges all over the UnitedMngdom.
About the end of 1898. the corporation made an-other application for a license, this time not only for

the city, but for the whole of what is known as theGlasgow telephone area, comprising outlyinir dis-
tricts as well After considerable delay. the%o -
master General intimated that he was prepared togrant the license, provided the corporation obtainedpower from Parliament to construct and work a telephone exchange. Accordingly, the city presented a

It elch H ;r'"'
^'^'"^ ^^'^ '^''' P°^'^^«' but, before

It reached the committee stage, the government intro-

T^T " 'Tu ''"' '"°"" '' *h^ Telegraph Act of
1^8 m which, among other things, it reserved the

e ?abliriL''"f I °^ '" ''^'P'^°"^ P'^"*^ thereafter

and r, ^l
'"" *" *=°""e<=tion with the post officeand telegraph services.

The corporation, as soon as this bill became law

for a license, which was granted in 1900, for thewhole of the Glasgow telephone area, wh^embrafe
portions of the four counties of Lanark, RenfrewDumbarton and Stirling, and which cove s approxTmately one hundred and fifty-three square miles The
license, however, contained the following proviso :-On, or as soon as may be after, the 3,st of Decem-
ber. 1913 the Postmaster General shall buy, and theoca authority shall sell and convey, all such plant a!
s at the date aforesaid, in use by the local authority
for the purpose of supplying the means of telephonic
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communication under these presents, and as is suit-

able for the actual requirements, at the date aforesaid,

of the telephone service of the Post Office, within the

licensed area. No plant shall, in any case, be consid-

ered suitable for the requirements of the tele-

phonic service of the Post Office, which has

been brought into use without the sanction in writing

of the I'ostmaster General, but, as aforesaid, if any

question arises as to the suitability of any of the

plant of the local authority for the requirements of

the teleijhonic service of the Post Office within the

licensed area, such subject shall, in case of differenc<

.

he decided by arbitration. The value of all plant pur-

chased by the Postmaster General under the forego-

ing articles shall be deemed to be its fair market value

at the time of purchase, due regard being had to the

nature, and the then condition, of such plant, and to

the state of repair thereof, and to the circumstance

that it is in such a position as to be ready for im-

mediate working, and to its suitability for the pur-

poses of a telephonic service, and no addition shall

be made to such value in respect of comptdsory pur-

chase, or of good will, or of any profits which might

liave been, or be made by the local authority from the

use of such plant. In the case of difference, such

xaluc as aforesaid shall he determincl by arbitration.

All matters which, in pursuance of the conditions

herein contained, are to be determined by arbitration,

shall be referred to an arbiter to be mutually agreed

upon hv the Postmaster General and the local au-

thority, and failing such agreement, to be appointed,

on application of either of them, by the Board of

Trade."

As soon as the city obtained this short lease of life
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for its municipal telephone franchise, work was at
once begun upon the establishment of an exchange.
The capital expended at the end of 1903 amounted to

$1,354,690. and the number of subscribers to the sys-
tem was some nine thousaiul. All the net earnings of
the enterprise have been devoted to building up a de-
prcciatioii-on-plant fund of $10,460. The amount ex-
l)ciided upon capital account includes some $50,000
spent in preliminary expenses in procuring the license.

In the discussion which took place in the city council
in 1903 over the annual statement of accounts, Baillie

Burrell, a member of the telephone committee, esti-

mated that, in order to come out even at the termina-
tion of the telephone lease of life, the city would have
to write off for depreciation of plant during the next
ten years $740,000, or about $74,000 a year. This
he had no expectation could possibly ue done, even
allowing widely for the natural growth of the revenue
of the undertaking. ( i

)

Inasmuch as not more than one in sixty of the
IKipulation of Glasgow ever use a telephone at all, the
undertaking has never been popular with the majority
of the ratepayers, who have been afraid that the enter-
prise would result in financial disaster, and that the
loss would l.ive to be made up out of the rates. It

was for this reason, more than anything else, that Sir
Samuel Chisholm left the city council « ;cv he i;ad ac-
complished the establishment 01 *he muiiicipai tele-

phone system and despite the fact tnat its i^tablish-

ment immediately had the effect of comp» tling tie
National Company to reduce its rates Iv. onr-'.ji.lf i />

meet the competition. The trouble, eve; A'ith thos,

I90S.
(!) Report o( CounoU meetlntr, Glasgow Morning Herald Sep' VO,
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who have to use telephones in Glasgow, is that, whil

the rates have been reduced to one-half what they

formerly were, it is necessary for every business man
to have two instruments instead of one in his pre-

mises, so that it costs him the same as furiuerly, and

gives him twice the trouble.

The cost of telephones in Glasgow is $26.25 a year

for an unlimited service, and $17.50 a year for a

limited service, when two cents a call is made on the

caller only using such instrument.

The Bell Telephone Company in the city of Tor-

onto char<;e> $45 for an unlimited office service and $25

for an unlimited house service per annum. There is

no basis of charge for a' limited service, but special

facilities such as desk telephones, office exchange sys-

tems and other conveniences are supplied at rates pro-

pnrtiniiato to the extent of such extra services.
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CHAPTER X.

Local Conditions which Afford Possibilities
FOR THE Successful Conduct of Municipal

Undertakings in the City of
BlI MINGHAM.

THE city of Birmingham has long had the repu-
tation of being the first and the principal ex-

ponent, among the cities of the United Kingdom, of
successful municipally-conducted undertakings. This
reputation, well earned in the beginning, was due to
two principal reasons. The first, was the exceptional
natural position of the city as the centre of what was.
at that time, the greatest manufacturing district of
Great Britain, and which is still one of the most
densely populated centres in England. This excep-
tional position of the . ity of Birmingham will be bet-
ter understood when it is explained that the popula-
tion of the three counties, into which portions of the
city extend is, Staffordshire. i,25i.O(x>; Warwickshire.
906,000; Worcestershire, 500,000, or in all a total
population of 2,850.000. This populous district, of
which }3irmingham is the centre or parent city, is

known as the "Black Country." at one time the largest
iron and steel producing region in the world. Of lat-
ter years, this enormous industry has largely left the
"Black Country" for districts further north, where
iron and coal are found in larger contiguous quanti-
ties. But even now, despite the falling off of its great
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industry and the consequent decrease in its popula-

tion, the "Black Country" is still one of the busiest

and most populous of the great workshop districts of

England. It would be impossible to conceive of any

city in the world more admirably suited for the crea-

tion and operation of successful municipal under-

takings than is Birmingham.

Ihe second reason for the success which has at-

tended the early launching out of the city of Birming-

ham into municipally conducted enterprises, was the

energy, ability and foresight displayed by the Right

Hon. Joseph Chamberlain and those associated witli

him in the administration bf the affairs of the city, in

the days when Birmingham was the pioneer in the

creation and conduct of municipal undertakings. In

1869. when Mr. Chamberlain was first elected a mem-
ber of the Birmingham town council, as it was then

called, the affairs of the community were in the hands

of a class of representatives who were in the habit of

discussing and often deciding municipal business in

the "pot houses" of the city. Mr. Chamberlain at

once gathered about him a strong municipal party in

the council, and by 1874. when he was elected mayor,

the best elements in the population were serving under

his leadership. Then followed the carrying out of the

great schemes for the municipalization of the gas and

water franchises, and for the extensive improvement

of the city, whereby squalid slums in its very heart,

which were dangerous for a stranger to visit at an}-

time and a veritable hell after nightfall, were con-

verted into what is now the most imposing business

centre of the city.

Under Mr. Chamberlain's energetic and skilful

guidance, from 1874, when the city began negotia-
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tions which resulted in the acquirement of the gas and

water services by the corporation down to 1880, when

that gentleman finally left the service of the city to

accept office in the Imperial Government, the city of

liirmingham acquired a reputation throughout the

whole of Great Britain for the ability and enterprise

which characterized its municijial government.

From that period, however, down to the present

time, the city has been doing little more than living

upon its reputation. The great schemes of munici-

paHzation m'tiated during the years of Mr. Chamber-

lain's municipal activity, ar.d i)laced in a po.sition which

made their failure almost an impossibility by his

genius and the splendid work done by the corps of

able municipal rulers he gathered about him, have

in the main been successful, though lax business man-

agement in latter years has done a great deal towards

making a partial failure of enterprises which at the

time of their creation gave undoubted proof of enor-

mous possibilities Oi success.

As a matter of fact, it does not require mucii in-

vestigation into the municipal history of Birmingham
to convince one that since Mr. Chamberlain left the

municipal arena the abdHty and enterprise which

marked the establishment of its early reputation

have been wholly lacking, and that the great possibili-

ties which lay before the undertakings initiated during

his regfime as Chief Magistrate have not been

realized.

The revenue of the city in 1892-93 was $3,215,455,

in 1902-03 it had risen to $11,310,075: the expendi-

ture in 1892-93 was $3,188,590, and in 1902-03 it had
risen to $11,325,075: the charges on capital account
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were in 1892-93 .^^ 1,273 .880. and in 1902-03 $2,235.-
165. The city debt was $44,306,220 in 1892-93. and
had risen to $66,815,460 in 1902-03, while the assess-
able rentals increased from $6,787,660 in 1892-93 to
$13,795,160 in 1902-03. The rates of taxation were
twenty-nvo cents and four mills in 1892-93, while in
1902-03 they had risen to twenty-' en cents and four
mills in the dollar on the assessable rentals.

This enormous increase in the city debt of $22,509,-
240 in ten years has been mainly due to the cost of the
new waterworks scheme for supplying the city with
water from Wales, work upon which was commenced
in 1892.
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CHAPTER XI.

The Municipal Waterworks System of the City
OE Birmingham.

THE problem of supplying Birmingham with
water has always been a difficult one Previous

to 1875 tlie city was supplied by a private water com-
pany, which drew its supply from four small streams
and five wells. The area of distribution comprised
54.209 acres, including the city of Birmingham,
Kings Norton. Yardeley, Handsworth. Harborne. As-
ton and Xorthfield parishes, with a combined popula-
tion of 1,250,000. The total supply of water was 17.-
300,000 gallons a day, with a storage capacity in an
extensive system of reservoirs of 197,000,000 gallons.
As far back as 1845 the corporation began insisting

upon purchase clauses being inserted in the legislation
asked for by the company for furtlier borrowing pow-
ers. Negotiations with the company, applications to
Parliament, and every conceivable means was em-
ployed at various times to secure control of the com-
pany's plant and works, without avail. It was not.
however, until Mr. Chamberlain became Mayor of
Birmingham, that successful negotiations were insti-
tuted, which finally, after a great deal of trouble, re-
sulted in the city securing control of the existing
waterworks system. It was almost entirely due to
Mr. Cliamberlain's steaufast determination that the
city should own and control its waterworks system,
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that the company uas finally brought to time, and
rehictantly consented to the enactment bv Parhament
of legislation under which it handed over its works
and plant to the city in 1876.
The authorized capital of the company at the time

of the transfer was $4,725,000. Lender the Parlia-
mentary enactment authorizing the transfer, this capi-
tal was converted into perpetual annuities amounting
to $272,455. These annuities capitalized at twenty-five
years' purchase, though they are worth much more
than that now. would amount to $6,750,000. It was
universally recognized at the time that the water com-
pany had at all times acted with courage, forethought
and high-minded recognition of the rights of the citi-
zens. The only reason advanced for taking over the
system was that it was felt that, no matter how well
served, such a prime necessity to the population as a
pure and adequate water supply should no longer be
left to private control, or dependent upon conditions
of private profit. ( i ) From the time it was taken over
by the city down to 1890, there was expended upon
improvements and extensions to the system consider-
ably over a million of dollars. The average daily
yield was increased from 8.300.C00 gallons a dav to
16,820,000 gallons a day.

In the year 1891. however, the council found itself
face to face with a serious condition of affairs. The
average demand, it was estimated, would in three
years exceed the maximum yield of the system. To
further increase that yield meant the exper '.iture of
$5,000,000, which would then only provide for twenty
years' expansion, and even then there was a danger

p. 4«oI
"'"^'^' •>' ^^^ Corporation of BirniiiiKham. .1. T. Bunce, F.S.S.
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of exliaustinjj tlu' last of tlio C()ntijjui)ii> ariii- nf

supply.

After much careful consideration, the coinail

adopted an extensive and costly scheme for ]»riii}Tiiio

the city water supply from Wales, a distance of some

eijjfhty miles. The scheme included the construction

of six enomious reservoir* in the valleys of the Elan

and Clae'wen rivers, up among the Welsh nioorlands.

where there was a large and practicall\ unoccupied

drainage area. From these great storage reservoirs, it

was estimated that a maximum supply of pure water

could be obtained of 67,500,000 gallons a day. enough,

it was contended, to supply all the possible needs of

the city an<l its surrounding water supply area until

i960. The new system was to be constructed in two

instalments. The first, which it was proposed to have

completed in 1902, would, it was estimated, yield a

daily supply of 27,000,000 gallons, enough to cover

the immediate needs of the city, at any rate until the

remaining instalment could be completed. The chief

works in the complete scheme, besides the storage

reservoirs in Wales, were an aqueduct or conduit

from the storage reservoirs to a place called Franke-

ley, where a distribution storage reservoir was to he

constructed on land sufficiently high to allow of the

distributi'^n of the water from it by the force of gravi-

tation io all parts of the area of distribution in and

about 'Jie city, except one or two of the higher dis-

tricts, which it was proposed to supply by pumping
to special reservoirs. The construction of this conduit

was to differ according to the elevation of the ground
traversed. It was to be either a tunnel through high

ground, a cut-and-cover, when it could be carried

over ground of the right elevation, or iron conduit

n
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pipes, whon it crossnl depressions. It was proposed
to make all tin- tunnels and cut-and-covers large
enough to convey the maximum supplv of 67500000
gallons a day. Five forty-four inch pipes, it was esti-
niatcd would he required to carry this maximum flow
of water, where pipes instead of tunnels and cut-and-
covers were used. Of these five lines of pipes, it was
proposed to construct only two at first, supplvin- the
nutial (inantily of 27.000.000 gallons a dav. and tJ add
a thir..!, fourth, and ultimately a fifth line as required
until the ma.xinmm yield was reached. For the first
instalment of the system, giving a dailv supplv of 27 -

000.000 gal!(,ns. three only of the six Welsh reser-
voirs were to he necessary. The estimated cost of the
completed system was $28,274,790. and for the first
instalment, $16,703,500. In order to meet the imme-
diate demands it was also i.itcnded to spend $1,406-
250 on the old waterworks system.

There was a long and bitter struggle in council be-
fore this scheme, involving the expe.:diture of such
an enormous amount of money, was adopted, and
I arhament subjected the bill which was afterwards
presented to a long and searching inquirv b-fore a
special committee of both Houses. Finally, in 1892
an Act authorizing the construction of the new water-
works system was passed by Parliament, empowering
the city to borrow not more than $30,000,000 for the
purposes of the work.

All the work in the Welsh vallevs was done bvdays labor on account, it is alleged, of the responsi-
bility which the council felt was laid upon it in con-
structing dams, especially the great Caban Coch dam
at the lower end of the system of reservoirs, in such away 'i3 to ensure absolute safety. This dam rises 122
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feet above tlic riviTi* bed, its tliickiu'.s> at tlic base is

122 feet, and its lincrth across the top is (too feet.

Tiie nunilier of workmen employed by the corpora-

tion on these works is from twelve to fifteen hundred,
and for their accomniotlation, in 1894. a wooden vil-

lage was built near the works. This village is run
by the corporation, the men are -upplied witli lodging
houses, are fed anc'. supplied with all necessaries from
corporation stores, and there is even a municipal pub-
lic house where, under certain conditions, the work-
men may obtain spirituous li(iuors. All the remainder
of the work is being done by contract.

Xo definite report of the cost or progress of the

work on the new system was given to the public until

i()OJ. ulieii the first instalment, under the terms of

the Act, wa.-> to have been completed. It then came
out that not only was the first part of the svstem
very far from completion, but that, uncompleted as it

was, it had cost $29,424,590. or $10,247,840 more than
was estimated, and $1,149,800 more than the esti-

mated cost of the entire completed system. The city

has now a bill in course of preparation, in 1903. for

presentation to Parliament, asking for further bor-

rowing powers in order to complete the work, the

first instalment of which, it is now expected, will he

ready for use about the end of 11)04. 'I'li'nigli n^.

official estimate has ever been given out. it i.-

generally conceded that the entire system will cost

something like $75,000,000 before it is completed, or

nearly three times what was estimated.

T Up to the pr'isent- time, 1903, the combined water
systems of Birmingham have cr *: $35,497,480, the

gross profits have been $13,581,705, the charges on
capital account have been $13,658,245, the net profits
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have totallnl $«j8(..540, and tho net I<.>st«. $i,(y>3.o8o.

so tliat there is a balance on the wron;' side of the

ledfjer of $76,540 up to the end of lyo.Vl 1 ) >
The rates charged for water in liirniinf,diani at the

end of i«/)3 were, for domestic i)nrposes, j,'ra(hiated

scale for occui)iers accordinj; to weekly rental or net

annual value:— Not exceedinj,' $23 rental. $i.so a

year; between $25 and $37.50 rental. $2 a year; be-

tween $37.50 and $50 rental, $2.50 a year, and so on
up to houses of between $20t> and $3(X) rental, which
pay $14.25 a year. Mxceedi .g $250 in ainount the

taxes arc co.nputed on a basis of six per cent, on the

net rental value, liaths in houses under $125 a year

rental. $1.50 a year; front $125 to $250 rental. $2 a

year. Water closets beyond the first. $1 a year.

C"harges to landlords for domestic j)urposes are

rliphtly lower in cases of premises which rent for

more than $50 a year. Charges for retail shops and
offices, minimum, $12.50 a year and three ptr cent,

on the annual rental over $250. By mete: , fifty cents

per thousand gallons, and less as the quantity in-

creases over ten tli uul i^allons. ( j ) These rates

are. roughly speaking, about one cent and six mills

more in the dollar than was charged in 1873, when
the original system was taken over by the city, with

the prospect of future increases before the new works
arc completed.'^ Despite the fact that the .vater rates

have been thus increased, the citizens are compelled
in many instances to get their water from private

wells, owing to the inadequacy of the existing svstem
of supply. ^

(t) Report Rirniinghani Water Coinuiittee, May 19. 1!I03, .Appendix P.
tit The Municipal Year Book for 1903, p. IGJ.
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CHAITKR XII.

Tin; City ok ISihmingham s Municii'.m. Gas
I'ndkrtakinc;.

THE first practical use of coal gas as an illutiii-

nant was made in the city of Hirniinghain as

far hack as 1798, when a series of successful ex-

periments was made in lightinj; a portion of one uf

the large factories near the city. The earliest puhlie

di.splay was an illumination made in the city of Lon-

don on the occasion of the signing of the I'eace of

Amiens in 1802. h'ive years later the first public use

of gas was made by the lighting of I'all Mall in

London.

Previous to 1875, 'h*^ <^'*^' "^ Birmingham, with

many of its contiguous outlying municipal 'ties com-

prising a population of nearly a tnillion. w.i- sui'plied

with gas by two private companies, the li.rr 'MK^ian

(ias Light and Coke Company, incorporat( i m tf

year 1819, and the Birmingham and StafTfunNlu

Gas Light Company, incorporated in 1825. in bu
year, t!:rough the exertions of Mr. ChambtM-lain. P:

liamentary authority was obtained for tlu' ratific;.ti

of an agreement lietween the city and gas cc'm|)at!

for the taking over of their plants and works. When tb

,

bill was before Parliament, the outlying municipalities,

which had previously been supplied by the companies

succeeded in having a clause added giving them the

option of purchasing th^? distributing plants within



!;!

their own bounds ji tl.cy so desired. Many of tlies.
municipalities have since taken advantage rf this
option to piircliasc their (Ustrihuting plants from the
eorporaaon.

The capital of the companies at the time
of the transfer was, of the Birmingham (Jas Light
an.i (oke Company $1,934,380. and of the Bir-
mingham and StafTordshire Gas Light Companv, $3.-
403.905. The terms of purchase under the Act were
that the Birmingham Company was to receive $2.-
250.000 for its plant and works, and some $147,500
for a share of the profits during a portion of the vear
after its works were taken over. Shareholders in the
company, entitled to some $684,000. electeu to take
cori>oration debentures at four per cent, for a limited
term of years. The Staffordshire Companv was to
receive perpetual annuities of ten per cent, on $1,602 -

000 worth of its stock and perpetual annuities at
seven and a half per cent, on $1,750,000 worth of its
stock, making perpetual annuities of $291,450, vhich
capitalized at twenty-five years' purchase amount to
$7,286,250. and some $519,225 for a share in the pro-
i^ during a portion of the year after its works were
taken over. At the end of the year 1875, the council
reported that the capital expenditure on the enter-
prise, includir- all cost of purchase with annuities
capitalized, had been $10,004,655. The rates charged
for gas to consumers at this time were from eighty-
seven to seventy-tive cents per thousand cubic feet,
and the amount supplied was some 2.319.596.800 cubic
feet. In the following year the price of gas was reduced
so as to raii-c from cighty-ono to si.xtv-eight cents per
thousand cubic feet, in consequence of the corporation
clearing a net profit out of the enterprise of $170,610



Iiiririj^' till' Nc.ir. I'li^- iii'xt nilintii'p i-i ili,. |irii.' of

jjas took placf 111 iS7(j, wluii tlio prii was m If i<>

raii),'f fruiii sixty-two to si-vciity-tivo ci-tits ,ur ;ii<mi

sand nil)ir fvvi. Ai,'ain. in 1881. tlu- pricr was ri-i!iic«'l

to a sclu'dulf ranjiiti)^' from sixty-ii).'lit to tiftv-six

itnts, and in 1HK4 it was A^iun rfdncrd t^ a scIudiiK'

froni sixty to fifty-two '•'«<:. \nr tliousand cnliic frt t.

f'Vom this time on tl ice l)i-jj:an a^ain to incuit

In 1S87 the sohechil ' cased so as lo ranjje from
sixty-four to fifty-six cents; in n/x) the scliethile ex-

tended from sixty-four to fift\ cents. aii<l in ii>o.? it

liad risen \i> a hasis of |)ricis rauL^nm,-^ fnnii >ixt\ fiphi
to fifty-six cents per thousand ciihic feet.

Pnrinj,' tlie period from i««4 to i88<j the sum of

$i.S40.5(y) was added to tlie sinkitii,r fm,,!, and $-1,?.-

f<<;o to the reserve fund, makin,!,' $2,054,390 added to

the comhined fund for tlie reijemption of the cajiital

• leht. while only $524.7X5 was added to tlu dcht itself.

The result of this upon the net outstandini; deht was
that while in 1H84 it stood at $10,80.^900. in k/k) it

sto at $<).448,4i5. Tl.e output of jras in 1885 was
.Mt >oo,ooo cuhic feet, and in iqoo that outi)ut had
risen to 5.579.(XX),ooo cuhic feet. The interesiinj,' fact

<lisclosed hy those tij^ur.s is that, while the output of

},vis increased f)y seventy per cent., the expenditure on
eapital ac'.-ount had practically remained stationary.

This state of affairs is accounted for hy the conserva-
tive m;tiia}?ement which marked the conduct of the

enterprise durintj the earlier years of its possession
hy tlie city. When there was any addition to plant or

mains required, v/liich was calculated to increase the
profit earnini:,' i)o\vers of the undcrtakini,', the cost of
the additions were charged up at,'ainst capital account,
hut if any plant or mains were required, to rei)Iace
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existinjT ])lant or mains, the cost was taken out of

revenue. In addition, almost every year capital ac-

count was credited with the amounts received for the

sale of distributing mains to outside municipalities,

so that in many instances there was an actual diminu-

tion of capital. The depreciation fund was also

well provided for out of revenue, so much so in fact

that frequently the corporation found itself with

money in hand for extension to works, without being

obliged to make new loans. This safe policy was

criticized a good deal on the ground that the city was

by it providing cheap gas for posterity at the expense

of the then consumers. For example, in 1896, when
the policy of the gas committee in this regard was

challenged in council, it was admitted that the contri-

bution made in the previous year to the sinking fund

had been $114,325, though the instalment called for

by the statute was only $21,085. and that the fund at

that time stood at $2,420,000, or more than four times

as much as the Act required.

The capital expenditure of the undertaking at the

end of the fiscal year 1902-03 was $12,794,845, for

the redemption of which there is a combined sinking

fund and reserve fund of $3,919,115. The output of

the plant has increased to 6,132,338,500 cubic feet of

gas, but despite all this the rates have gone up to the

consumer from about fifty-two cents \>cr thousand

cubic feet, in the years 1884, 1885 and 1886. to fifty-

six cents per thousand cubic feet in 1903. Nor has

the amount contributed in relief of the general rates

of the city correspondingly increased, for in 1885 the

amount contributed was $125,000, while last year it

was only $175,935. The reserve fund stands where

it stood in 1890, and only $455,679 has been added to

the sinking fund.
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There can be no doubt that in the earHer years of

its operation hy the corporation, the gas undertaking

more than justified its acquirement as a municipal en-

terprise, but for the past twenty years its management
has left much to be desired.(i) At the present mo-
ment the enterprise is by all means the largest in the

area of its distribution, and its possibilities of being

run as a money-making institution arc th • grcaioi,

of any gas plant in Great Britain. It is true that tiie

undertaking has been carried on at a profit to the cor-

poration, as is evidenced by the fact that it has con-

tributed in relief of the general rates the princely

sum of $3,832,405 since it was taken over, but the

singular fact remains, that this contribution was
$150,000 in 1876, while in 1903 it was only $175,935,
and in the intervening years often fell below the

amount contributed in the first year of its operation

by the city. Although this fact may in some measure

be accounted for by the increasing cost of manufac-
ture and the smaller price obtained for residential

products, the fact is that the consumers of gas in Bir-

mingham are paying more by four cents per thousand

cubic feet for their gas, than they were in the years

1884, 1885 and 1886. This condition of affairs has

given rise to a pretty general opinion in the city that

the management of the gas enterprise has not for

many years been anything like what it ought to have
been. The fact is often quoted that although Glas-

gow has not one-half as large a market for its gas,

and is much further removed from the coal areas, it

is able to sell gas to its consumers for a less price.

There is also a general impression that the enor-

mous plant of the corporation gas enterprise is not

(1) Historj' of the I'orporation of Birmingham, C". .\. Viiice, M.A.,
• oi. Ill, p. 364.
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being kept up so far as renewals are concerned, and

that the city will wake up some day to find that a

large capital expenditure will have to be made on that

account. No confirmation of this impression can be

found in the accoinits or reports of the gas committee,

but it is significant that there does not seem, from the

yearly statements of accounts, to have been any con-

siderable amount of money expended for many years

past in renewals to plant and works.

Some years ago, on the plea that good and well in-

spected fittings, stoves, and all other appliances for

the use of gas supplied to poorer customers should

l)e given at as small cost as possible, and that good
fittings would save an enormous loss of gas, the cor-

poration assumed the monopoly of supplying all such

fittings, stoves, etc., used by consumers of gas within

the area of supply. This department of the gas un-

dertaking, while it at once destroyed the business of

the private trader in these articles, has been able to

supply good articles for little money to consumers, in

addition to becoming one of the most extensive and

best paying subsidiary departments of any of the

municipal enterprises.

There is one very peculiar feature in connection

with the gas undertaking, and that is, that the large

body of gas workers in the employ of the corporation

control the election of some of the members to the

city council. Shortly after the enterprise was as-

sumed by the city, the thousands of workers employed

in the works began to realize that they could very

much better their own condition if they formed com-
munities in various parts of the city, where their com-
bined votes would have an effect upon the election of

rei)resentatives to council, in wards where they

III:



massed their numbers. The scheme was cleverly

managed by the "Gas Workers' Union," and it is well

known and admitted in Birmingham, that the gas

workers in the employ of the corporation have at the

council board a number of representatives, elected

from wards in which the gas workers have a control-

ling vote. These representatives, while they ostensi-

bly represent the ratepayers in the wards which send

them to council, are really elected by the splendid

organization of the "Gas Workers' Union," which

takes an active part in all municipal elections. One

result of this condition of affairs is that gas workers

in Birmingham receive wages which are higher than

in other parts of the United Kingdom for similar

work, and more than a private company would think

of paying.(i)

(1) History of the Corporation of BirmitiKham. C. A. Vince. M.A.,
Vol. III. pp. 274 and 275.
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CHAPTER XIII.

TiiK CITY OK Birmingham's Municipal Tramway
Undertaking.

OI'' all the municipal uiulertakiiigs of the city of
Birniinghain its tramway enterprise is the least

creditable from the standpoint of the municipal
trader. As the natural centre of a population inside,

and inmiediately adjacent to a city of nearly twn
million people, all within easy radius for a
tramway service, the franchise might have been
made one of the most successful enterprises in the
I'liitod Kingdom. So far from these possibilities

being realized, the present tramway system of the city

would be a standing disgrace to any Canadian town
of ten thousand people.

It is true that there are difficulties in the way of
the creation and operation of a successful system of
tramways in Birmingham. In the first place, the citv

is one of steep gradients, owing to the fact that it is

built upon the southern slope of one and upon both
the northern and southern slopes of another of two
valleys running east and west. There is also a con-
siderable diflference in elevation between the eastern
and western districts of the city. Added to these dif-

ficulties, nearly all the main roads leading into the
city from the suburbs seem to have missed their pro-
per direction and stop short at the outskirts, or ap-
proach the centre of the city through narrow and
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tortuous thoroughfares. A (hsplay of ingenuity

could doubtless have solved this difficulty hy thf cre-

ation of a central radiating point for the cars oi the

tramway system, but absolutely no attempt of this

kind has ever been made, and as a result the tramway

lines which have Iwen constructed wander into the

city bv the most convenient routes and make their

termini just where it was most convenient, utterly re-

gardless of any attempt at system or any effort to

cheaply or conveniently handle the traffic. The result

Is that a citizen living in the very heart of the city has

often to walk from a quarter to half a mile in order

to reach a car line.

This condition of affairs has been largely <'.ue to

the dog-in-the-manger policy pursued by the cit\

council with reference to its tramway francliise. In

the early days of street railway traction, when other

cities were accepting the over-head trolley system as

the best that was offered . the Birmingham city council

refused utterly to adopt it on the ground that the

trolley wires and poles would disfigure the city, al-

though Birmingham is certainly one of the most

unpicturesciue cities in the whole world. Experiments

were made with every other system of traction, with

the result that there is a little of everything in tlie

sliape of street railway traction to be found in the

alleged system of which liirmingham boasts. On one

line the cars are hauled by horses, on another by un-

sightly steam locomC -s which pour out smoke and

cinders into the fac * the unfortunate passengers

upon the open tops of i..e cars behind, on a third there

are grip cars with an underground cable motive

power, on a fourth the cars are run by an electric

contact system, and upon some of the most important

' i
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lines there are no cars at all. but an attempt is made
to handle the traffic by means of horse-drawn "busses"
of the type used in London.
As can easily be imagined, with the excellent invest-

nient which the earning power of an adequate system
of tramways within the city offered, to say nothing
of the suburban and inter—ban franchises which, in
the earlier days could have been easily secured by' an
enterprising company controlling the city system the
Birmmgham city council was not without tempting
offers to take advantage of the valuable tramway
franchise winch it possessed. The franchise for con-
structing and operating a tramway service in a city
like Birmingham, with all the possibilities which the
possession of such a privilege offered in the way of
securing a similar franchise from outlving munici-
palities the combined population of which was over
a million and a half people, was a tempting propo .-

tion for any aggregation of private capital. It is safe
to say that if the corporation of Birmingham had
been able to appreciate the value of the franchise
which It had in its gift at that time, the city might
today be receiving an enormous return from any com-
pany which might have undertaken to handle its tram-
way service instead of having, as it has, an alleged
system which is a disgrace, and which yields no re-
ver to the city at all. For this culp.'."]. neglect of
a magnificent opportunity the unreasoning objection
of the council and citizens generally to the overhead
syjem of tramway traction is mainly responsible
The first successful attempt made to construct

tramway lines in Birmingham was in 1872, when
the city obtained legislation empowering it to borrow
$525,000 for the construction of nine diflferent lines
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Out of these nine proposed lines only ont- was built

at the time, at a cost of $75,000. In the following

year this line was leased to the Birmingham and Dis-

tricts Tramway Company for seven years at a rental

of $4,550 a year, the corporation to keep the line in

repair. In 1878, the city expended $225,000 in ex-

tending this line. The company to which it was
leased, however, went into liquidation, and a new
lease was made with the Birmingham Tramway
and Omnibus Company for seven years at a yearly

rental of $8,400. This bargain proved a bad

one financially for the city. Between 1873 and

1884 a number of other lines *verc constructed b\-

the corporation, nearly all with different gauges

and different systems of traction and leased to various

companies.

The capital expended in laying tramways by the

city at the end of 1884 was $633,240. of which $327,-

250 was borrowed by the city, the remainder being

pro, ided from money deposited by the respective com-
panies which leased the lines, as guarantees for the

fulfilment of the leases. Of the $327,250 borrowed
by the corporation, $219,805 remained owing at the

end of 1884. At the end of 1886 there were thirty-

three miles of f imwavs owned by the corporation in

and about Birn igham. All were operated by piivate

companies under lease. The cost of these lines to the

corporation was $848,280, or about $25,170 for each

mile of single track. The deposits made with the

corporation for fulfilment of leases amounted to

$408,900. The companies were paying in rent $34.-

640 a year for the first fourteen years, and $43,815
for the last seven years of their leasp'', in addition to

the whole or some part of the certified cost of repairs.

•o.s
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With the cxcoption of minor extensions and altera-
tions, no additions whatever have been made from
1886 to 1903 to the tra.nway system of the city.

During the two years following 1886. the conncil
had many propositions made to it for the improve-
ment of the tramway system, but it pursued a pf)licy

of steady opposition to the schemes stibmittocl. The
reason alleged for this obstructive policy was that
the corporation was already committed to a large ex-
penditure under the terms of the leases held by the
different companies operating the tramway lines al-

ready constructed. At the end of 1884. the city was
under bonds to construct, at the bidding of the com-
panies, something like $325,000 worth of lines. The
principal reason for its refusal to entertain schemes
for the improvement of the system was, however, the
opposition of the members o'. the council to any one
of the thon known system of traction, including the
overhead trolley system. The result was that all the
projects submitted were either rejected or indefinitely

postponed. That they have never been renewed is

probably due to the disappointing results which have
attended the operation of the completed tramways in

the city.

The terms to which the corporation steadfastly ad-
hered in granting concessions to companies to operate
its tramways were calculated to protect the ratepayers
from loss, without yielding any profit. The council
constructed all lines, and refused to grant the right
of construction or extension to the leasing companies.
These complained that the cost of construction was
excessive and that, inasmuch as the citv charged
rentals sufficient to pay all capital charges upon the
mone}- invested in the lines, the financial terms im-
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posed upon tliein wort- too drastic to cnahlf tlioiii to

make money unless they were given tlie privilege of

extending the lines in order to increase the scopo of

their earning powers. Another cause of complaint

on the pari of the companies was that the city com-

pelled them to deposit with the city treasurer one-half

of the capital cost of the lines leased, as a guarantee

for the fulfilment of their leases. Upon this locked-

up capital the city paid interest at the rate of three

and a half per cent., and the companies were com-

pelled to pay the corporation its yearly outlay in keep-

ing the lines in repair. The rentals charged were

ir.ended to cover the interest charges on the bor-

rowed capital and all contributions to a sinking fund

for the redemption of the capital outlay in iwenty-

one years. For the first fourteen years of tiie cur-

rency of the leases the interest charged by the cor-

poration and paid by the companies was at tlic rate

of four per cent, per annum, and for the nnnaining

seven years of the currency of the leases, five per

cent, per annum. The rentals cliarged were about

$2,000 per mile of single track ])er year.

The council, in 1896, accepted an oflFer made l)y a

syndicate, composed of Mr. James Ross, President of

the Montreal Street Railway Company, and Mr. Wil-

liam Mackenzie, President of the Toronto Railway

Company, to take over the whole tramway system of

the city and construct an entirely new and adequate

system, with a uniform gauge and system of traction.

This syndicate also offered to reduce th- fares and

make halfpenny stages, as was afterwards done in

Glasgow. For the use of the franchise the Canadir.ii

syndicate agreec' to ])ay a track allowance, or way
leave, of $925 per mile of single track ; all lines, poles.
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wires, etc., erected at the company's ex|)ense, to revert
to the corporition at the termination of a twenty-rie
years' lease. Before their oflFer was accepted, the new
syndicate secured by purchase the unexpired leases
held by existing companies for tramway lines in the
city, a.id, after they understood that their offer had
Ix-en expended, a considerable amount of money wa.s
spent upon the partial erection of a new electrical
power station. At the last moment, the corporation
refused to permit the use of the overhead trolley sys-
tem, and there was a disagreement over an amended
offer in which the Canadian syndicate consented to
instal an underground conduit system of traction.
Tlie city finally withdrew from its bargain, and the
syndicate charged bad faitl; The Canadian syndicate,
in 1902, sold its leases purchased in 1896 to the Bri-
tish Electric Traction Company.
This company had during the prevjus eight vears

improved and consolidated, under leases from the
various local municipalities, the trai.nvay systems in
the districts around Birmingham. Inasmuch as Bir-
mingham is the natural centre of radiation for all

:hese systems, the object of the British Electric Trac-
tion Company :.. purchasing the unexpired leases for
the Birmingham tramways from Messrs. Mackenzie
and Ross, vvas to create one great uniform system,
with a uniform gauge and traction power, covering
Birmingham and the surrounding cities and towns.
In January of 1903, the British Electric Traction Com-
pany managed to re-open the negotiations which had
been closed in 1898 with the Messrs. Mackenzie and
Ross syndicatt. An interim agreement was entered
into between the city and the company under which an
entirely new and adequate system of tramways was
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to be provided, the city building the lines and the

company supplying tlie equipment and power l*o-

the franchise, the company was »o pay. for llie first

three years of the lease, $6o.o(X) a year, and after-

wards, until i<;ii. seven and a half per cent, of tiu-

gross receijUs, with a ntinimum <>f $i05,f)0() a year;

from 191 1 until the en<l of the lease, fifteen per cent,

of the gross receipts witli a minimum of $165.0003 year.

At the end of the lease the corporation was to take

over the stations, depots and power houses within the

city and the rolling stock used on the city lines at a

valuation defined in terms in the agrc-mcnt. Before

this agreement was ratified by council, another com-

pany submitted a better financial offer. Tin- nritish

Electric Traction Company intimated tliat, although

they believed that tliis new offer was made for ob-

vious purposes, they were prepared xo better tlie oflFer

they had already made, rather than not stcire the

franchise. The amended oflFer was duly made, Dut

the corporation rescinded its decision to enter into any

agreement with the company and decided to operate

the tramway system itself, as soon as the existing

leases ran out.

The first act of the corporation, after coming to

this decision, was to appoint a tramways manager at

a salary of $7,500 a year. This appoint ent will

carry with it, after the first of January. 1904. the work

of superintending about three-quarters of a mile of line.

The corporation will have no other tramway lines to

work until the end of \(jo6, and has no statutory ])owers

to build any additional lines in the aieanlinie.

The amount of capital expended upon the Hirminp-

ham tramways up to the end of 1903 has been $1,-

144,435, for the redemption of which a sinking fund

of $727,580 has been accumulated.
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CHAPTER XIV.

Tm: Mi'Nicip.M.i.Y Cond«;ctki) Klectric Ijc.ht
l^NDEKTAKING OP THE CiTY OP BIRMINGHAM.

WHEN electric lighting was first introduced into

England, the city of Birmingham, in common
with many other cities and towns in England, was
canvassed by enterprising speculators who desired to
confer the lx)on of this new light upon its citizens.
This was in the year 1881, and a large number of bills

were promoted b >fojo Parliament in that, and the fol-

lowing year by conipan: seeking powers to instal
electric light:ng pk.its m various cities and towns in
the United Kingdom. This avalanche of applications
for legislation resulted in the passing by Parliament
of a general enactment in the session of 1882, govern-
ing the terms under which private companies might
establish electric lighting plants in the towns and
cities of the United Kingdom. This Act is still

known as Mr. Chamberlain's Electric Lighting Act,
1882. Air.ong other provisions, it gave the local mu-
nicipal authorities power to purchase any electric light
undertaking established within their bounds at the
end of twenty-one years, on terms to be fixed by the
bare valuation of the plant and material, without any
addition in respect of goodwill, or profits, or com-
pu'sory sale.

This drastic general enactment retarded the intro-
duction of electric light as a popularly used illuminant

no
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in I'.nK'a"*'- Mm'it'ipa' coriM)iation.-. were vory cluiry

about taking it up. in the first plaio iKvaiisc they

knew very little alnnit it. and in the scoond place Ik*-

cause all were interested in. and many were conduct-

ing as municipal uiulertakiiiKs. extensive K'a> li^ht

fnterj)riscs.

It was '

t alMUit the time of the jiasNinii; of this

general euaviinent tlial the first private company was

incorp«>rated with powers to supply electric energy,

within a limited area, in the city of Birmingham. He-

fore powers were given to this company by l\'"-|ia-

ment. the municipal gas conmiittce reiK)rted to coun-

cil that it did not think the time had come when it

would Ik." wise for the city to undertake the introduc-

tion of the new light as a municipal enterjjrise. It

was on this reiwrt that council decided not to op|)ose

the appHcation of the private company for I'arlia-

mentary i)Owers to supply electric energy within the

city. After spenchng a good deal of money the com-

pany, however, came to grief, along with many others

organized about the same time. It was alleged by

tiiese companies that the drastic terms of Mr. Cham-

ber n's Act made it impossible to secure -ajjital for

an enterprise with so short a lease of life and such

unsatisfactory terms of purchase at the termination

of that short lease. A long fight took place in Parlia-

ment to make less drastic the terms of the general

law on this subject, which resulted in the passing of

the Electric Lighting Act. 1888. under which the

consent of the municipal authority was recpiired be-

fore private companies could receive Parliamentary

powers within the municipal area concerned. Power

was given the Local Government Hoard, however, to

dispense with such consent if it was refused upon
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what it considered unreasonable grounds. This Act
settled the period which must elapse, before a munici-
pal corporation can compel purchase of such under-
takings, at forty-two years, unless a shorter term is

specified in the Act of Parliament granting the power
to establish such enterprise. The conditions of pur-
cha.se, however, were left the same as in the previous
Act of 1882.

Within a few days after the passing of this general
enactment, Mr. Arthur Hookham and Mr. Arthur
Chamberlain, both citizens of Birmingham, gave
notice of their intention of applying for legislation to
.supply electric energy within the city. The city coun-
cil decided not to oppose the application to Parlia-
tiient. but insisted that the area granted should be a
limited one and that the capital of the company should
be at least $250,000. Parliamentary permission was
obtained, but almost immediately the franchise was
flisposed of to a Liverpool firm, who in 1890 suc-
cessfully promoted a company under the name of the
Birmingham Electric Supply Company, which at once
began to instal a plant to supply the demand within
the area granted under the Act. Tlie corporation im-
mediately became the customer of the new company
l)y adopting electric light in the Victoria Law Courts.
The area of supply of the company was enlarged in

1891, but it was still confined to the business streets

in the centre of the city.

The council had its third opportuiiitx to revise its

electric light franchise in 1893, when the company
sought its consent to an application to Parliament for
legislation to enlarge its area within the city. The
council again decided not to go intf) the supplying of



electric light as a municipal uiulcrtakinj;, and con-

tented itself with the denian<l tiiat the coni])any should

reduce its charges. L'p to this time, the maximum
price allowed by I'arliament of ten sliillings and eight

pence i)er Hoard of Trade unit, had been charged.

The financial success of the company was assured in

1895. It had four hundred and eighty customers,

who used the equivalent of 35,262 eight candle power
lamps, from which there was a revenue of $60,000

l)er annum, and a net profit of $29,345. Two years

later the number of customers had risen to nine hun-
dred and sixteen, using the equivalent of 78,464 eight

candle power lamps, which brought in a revenue of

$126,440, and a net profit of $64,810.

This evidence of financial success evidently re-

moved one of the chief reasons against municii)aliza-

tion, for in 1897 the council unanimously adopted a

resolution instructing one of its committees to report

ui)on the desirability of purchasing the plant and
works of the company. The immediate result of the

passing of this resolution was to increase the ])rice

of the $25 shares of the company, already quoted at

a premium, to $60 on the iriarket. The capital was
$1,000,000 in $25 shares, the price of which, however.
rose to $52.50, and that price was made the basis of

l)urchase, the city paying $2,100,000 for the enter-

prise. The purchase money was to be paid at the op-

tion of the company either in cash or corporation two
and one-half per cent stock at par. The currencv of

the civic loan for the money required to complete the

purchase was forty-two years, so that the annual pay-

ment for interest and sinking fund was, <n a two and
three-quarter per cent, basis. $85,000. or $20,000
more than the net profits earned b\' tin- comi)any in

' '.^
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i8<)7. It was admitted that the price paid by the city

lor the undertaking was not justified by its actual

value. The price of the shares had been determined

bv the expectation of purchase, rather than l)y earn-

ings. It was contended, however, that sooner or later

the city would have had to acquire the enterprise in

any event, and that it could not expect by waiting to

obtain a more favorable opportunity or a more satis-

factory bargain.

The earnings of the company during the year prior

to the taking over of the works, 1890 showed a gross

])i. fit of $117,445. If the enterprise .lad been in the

hands of the corporatio- during that year, and had

been handled with equa .onomy and skill, the profits

would have been sufficient to have paid interest and

sinking fund contributions on the loan of $2,500,000

required to pay the purchase price, and have left a net

profit besides of $15,000. At the time of the transfer

the company had a reserve fund built up out of reve-

tuie amounting to $129,280. and this fund the city de-

cided to continue.

The corporation assumed control of the undertak-

ing on the I St of January, 1900, and inasmuch as the

civic year ends on the 31st of March, the accounts

were made up from the 31st of December, the end of

the company's financial year, to the 31st of March,

tlie end of the civic fiscal year. The gross profit on

the operation of the plant for the.se three months was

$13,535. all of which was absorbed in the payment of

cajiital charges. The ne* loss on the operation of the

enterprise during the following year, 1901, was $15,020.

and in the year 1902 the net loss was again $24,060, both

of which amounts were charged up against the re-

serve fund. The total capital expenditure at the end

114

i



of 1902 stood at $2,842,570. lar{j;cly incurred in ex-

tending the plant to meet demands consequent upon
the extension of ' area of supply, for the city

assumed a muc - area of supply than the com-

pany had l>een i j to have, as s(X)n as it tCM)k over

the undertaking.

During the fiscal year of 1903. the total amount of

capital expenditure rose to $2,941,615. The revenue

account showed a gross profit of $152,965, and a net

profit after the payment of capital charges of $33,935.
which was placed to the credit of reserve fund. The
combined deficits of the two previous years amounted
to $39,080. so that the net deficit since the cit> took

over the enterprise has been $15,145.

The annual profits made by the company just prior

to the city's taking over the works were about $60.-

000 a year, clear of all capital charges and payments
on the reserve fund. During the years when these

profits were being made the compan\ began the work
of converting the system over from 1 10 to 220 volts,

permitting the use of sixteen instead of eight candle

power lamps. Of course, the city had been compelled

\o meet a much larger expenditure for capital charges

than the company had to but, on the basis of the earn-

ings of the company during the last year of its opera-

tion of the plant, the gross profit was sufficient to

meet all the capital account charges which the corpor-

ation has since had to pay and leave a profit besides.

Yet. during the three years the enterprise has been

under the control of the council, there has been a net

deficit of $15,145. The claim is made that this deficit

has been the result of the expenditure made in chang-

ing over the voltage of the system, but that claim is

scarcely fair, as the company had more than half

i'5
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completed tlie work and Iia<i met all cliarj^es fur it out

I if rt'vcuue.

The fact of the matter is, that the city took over

a successful commercial venture at its highest market

value, rather than allow the private company to in-

crease its area of supply and earning power, and con-

verted a handsome yearly profit into a deficit, in spite

of the fact that it at once assumed the larger area of

supply in which there were great possibilities oi' an

immediate increase in revenue. It is a well-known

fact in Birmingham that the management of the un-

dertaking by the corporation has not been what it

ought to have been, and that there are miles of conduits

and mains installed by 'ie company which will have

to be abandoned in a few years, because they are alto-

gether too small to accommodate the demands which

are being made upon the enterprise. This will mean

a large capital expenditure within a very few years.

During the time the voltage of the system was being

changed over by the corporation, customers had for

inontlis to put up with varying currents, and at times

were left in absolute darkness, and during the process

tens of thousands of lamps were destroyed.

The net result has been, so far, that the city has

lost money upon an undertaking which should h^ve

been a great financial success, simply through mis-

management. The supplying of Birmingham and the

districts round about with electrical energy is a very

valuable franchise, because of the enormous popula-

tion and the multiplicity of small manufacturing

plants which could be easily induced to use electric

energy. In spite of all these possibilities, the city of

Birmingham is one of the wor.st electrically lighted

cities of its size and importance in the three Kingdoms.

ii6
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CHAPTER X\ .

Thr Business Results krum Municipally Con-
ducted Enterprises in the Cities of

Glasgow and Birmingham.

IN endeavoring to arrive at some detiiiite idea of

the business results which have accrued to the

ratepayers of tlie cities of Glasgow and Birniingham

from tlie establishment of municipally-conducted en-

terprises, we are face to face with a difficult problem.

If it were possible to compare the results of. the man-
agement of public servi'os by private companies with

the management of idei. rvices by municipal

councils under similar conditioi, with equal revenue

producing possibilities, the element of comparison

could be introduced to solve the question. In neither

of these cities, however, is that possible, nor is any

effective result obtained by making a comparison be-

tween the municipal ventures of the two. or either of

them, with those of other cities where private com-
panies conduct similar services.

The following tables taken from the oflficial statis-

tics of the two cities above referred to are designed

to give a general idea of the gross earning power, on

the money invested, of the principal municipal under-

takings of the two cities of Glasgow and Birmingham,

together with as close a comparison as is possible be-

tween the rates charged for the services mentioned in

thes cities and in the city of Toronto, Canada.
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Expenditure upon the four principal Municipal Un-

dertakings of the dty of Glasgoiv, ivith the total

amounts set aside out of rei'cnue for redemption

of borrozced capital, and the net profit and loss

upon ihe undertaking's, si)ice they zvere established

until the j^ist of May, igoj.

VaTIRV nv IHir AMOIXT OK A.MOINT TAKEN y..,.,, v-_t
KMkRlKIPK Kxl'KNKKI. FOR RKDKMl-rlOS PR0'''T IMHH

Waterworks... $19,884,850* $5,98^,850*

Gasworksi 10,340,545+ 2,3i9,475t $^14,120+

Tramways 13,774,275^ 776,660^ 533,800:^

Electric Light . 5,208,725^ 180,765(5 $69.475§

Telephones ... 1 ,354,690 38,830

Totals. . $50,563,085 $9,298,580 $747,920 $69,475

Net Profit .... $747,920

Net Loss 69,475

Profit, $678,445 upon an investment of $50,563,085.

Leaving waterworks out of the question, as that

class of enterprise is regarded as essential to public

health, and is consequently not conducted as a com-

f'i

r 1

* Glasgow Corporation Waterworks, Statement of Accounts, 19()3,

p. 34.

Glasgow Corporation Gas CoramJttee, Statement of Accountw, 1903,

pp. 30, 31, .32. (The sum of $6,518,760 has been written off out of revenue
for a depreciation fund on plant and works.)

: Glasgow Corporation Tramways, Statement of Accounts, 1903, p. 22.

(The sum of $3,126,71.5 has been written off out of revenue for a deprecia-

tion fund on plant and works.)

I Glasgow Corporation Klcctricity Supply, Statement of Accounts,

p. 37. (The sum of $480,83.5 has been written off out of revenue for

depreciation.)

Glasgow Corporation Telephone Accounts, p. 3. (The 8um of $10,460

has been applied as basis of Reserve Fund.)
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iiiercial etitcrprise. we have the following results in

the city of Glasgow:

NaTIRK OK TllK (vi-iTV. FROM HKVKMK l,,„\L,. I ,,,«

Gasworks ....$10,340,545 $i.3'9.475 $Ji4i'-!o

Tramways "3.774.-75 776,660 533.8oo

Electric Light . 5,208,725 180,765 $69.47.^

Telephones... 1,354,690 3^,830

Totals.. $30,678,235 $3.35.7.?" $747.9^0 $6q.475

Net Profit $747,920

Net Loss 69,475

Profit, $678,445 upon an investment of $30,678,235.

Expenditure upon the four principal Mwucipal Un-

dertakings of the City of Birmingham. Zi'ith the

total amounts set aside out of rezrnue for tl re-

demption of borroxi'cd capital, and the net ^notit

and loss upon the undertakings, since they were

established, until the 31st of March, 1903.

.„ A.MorsTOK Amount Taken vk-t Vft
'^FnJtek^rihe (apita.. from Rr.vF.NiE p^„^^. rXfcNTEHVRiHE Expenhkii forRedemiiion

Waterworks.. . $35,497,480* $ 798,275' $76.54"*

Gasworlss i2,794,845t 3,399,640+ $3,832,405+

Tramways i, 144,435^ 727,580::

Electric Light. 2,94i,6i5§ 101,9804? '5''45§

Totals.. $52,378,375 $5,027,475 $3,832,405 $9'.685

Net Profit $3,832,405

Net Loss 91,685

Profit, $3,740,720 upon an investment of $52,378,365-

* Birmingham Waterworks Coniiuittoe Report, 1!)03, .Vppenrtix P.

(There is a balance to credit of Reserve Fund of $31,1B0.(

t Birmingham Blue Book, IMW, p. 24-2; Gas Committee Report, 190.1,

p. 28. (The sum of $500,000 has been provide<l out of revenue for Reserve

Fund.)

t Birmingham C'ori)oralion Blue Book, 1903, p. 24a.

I Birmingham Corporation Blue Book. 1903, p. 152: net lo>.-<, p. 215.

(The sum of $131,970 is balance of Reserve Fund handed over by the

Comimny when the plant and works were taken over.)
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Leaviiif,' waterworks out of the question, on the
pnniiKl that thov arc services essential to public
health and are cons.>quently not supposed to be con-
ducted as i)urely business enterprises, the three prin-

cipal undertakings conducted by the city of Birniing-

hani show the folhnvinj^ results:

I<,.NTER1 KISK
KXI'RNDKI) KOK Hf.I.KMITION ^^^f" I'OW

Gasworks... $1^,794,485 $.i,.39q,04o $3,832,405
Tramways 1, 144,435 727,580
Electric LiKht. i, 941, 615 101,980 $'5,145

Totals.. $16,880,895 $4.ia9.2oo $3,832,405 $15,145

Net Profits.... $3,832,405

Net I-os.ses . . . . '5,145

Profit, $3,740,720 upon an investment of $16,880,895.

I'Voni the foregoing tables it will be noticed that

some $8,868,235 of gross profits upon the Glasgow
gas ent'?rprise have been invested in sinking fund and
in a depreciation of plant funds, and that the net ])ro-

tits arc given at only $214,120. most of which repre-

sents money advanced to the municipal electric light

undertaking when it was first estabHshed ; while the
Birmingham gas undertaking shows a net profit of

$3,832,405, paid in relief of the general rates of the
city, with a combined sinking and reserve fund
amounting to $3,899,640, with nothing whatever set

aside for depreciation of plant and works. Tims,
while the (Glasgow undertaking earned a gross profit

of $9,082,355 in the thirty-four years of its existence,

or an average of about $267,128 a year on a capital

investment of $10,340,545, the Birmingham enterprise

earnetl a gross profit of $7,732,045 in the twenty-
eight years of its existence, or an average of about

I20



$27(\i44 ^ y^'ar «>" «* capital investment of $ij,794.-

845. In (ilasjrow it was found necessary, or ileenied

prudent, to set aside out of gros^. profits the sum of

$8,868,235 for depreciation and sinking funds, while

in Birmingham only $3,899,640 was set aside for

these combined purposes, though the plant and works
are of even greater age than those of (llasgow and
were only acquired by the city six years later. Out-

side of sinking fund, (ilasgow lias a depreciation fund

on plant and works of $6,^4.8,7(10, while IJirmingham

has no depreciation fund on plant and works at all,

but a reserve fund of $5'j<j,ooo. It is evident, tiiere-

fore, that either the (Glasgow corporation has created

a depreciation fund on its gas plant far in excess of

its needs, or the Birmingham ctjrporation has paid in

net profits for the relief of the .-jeneral rates of the

city an amount of money which should have been set

aside tor depreciation. It would seem fairly evident

that the (jlasgow corporation has erred on the side of

excessive caution, while the Birmingham corporation

has erred in the other direction. In both cities the

price of gas is almost the same, the average price in

Cilasgow being fifty-eight cents for domestic and fifty

cents for motive power purposes per thousand cubic

feet, while the average price in fiirmingham is fifty-

seven cents per thousand cubic feet for all purposes.

It is interesting to notice, also, the exceptional nature

of the revenue-producing constituency in both cities

so far as gas is concerned. Glasgow has the largiT

population within a very much more restricted aua.
and the great bulk of its revenue is obtained from the

.sale of gas for domestic purposes because of that con-

gestion and the predilection of the people for fiat and
apartment houses, where gas for fuel, heat and light
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is a great convenience. The jiopulation of Biriniiifj-

liani is smaller and more diffused, but in and alxnit

the city there arc tliousands of small factories and

workshops in which larjfe quantities of fi;as are used

for motive |)ower purposes, so that a larfje proportion

of its revenue is obtained from the sale of gas for

motive power. Then, of course, the price of coal in

both cities, and especially liirmingham, is nuich lower

•iian colli can Ix- obtained for in any of our (.'anadiaii

cities, and the cost of labor is very much less. The

total output of gas in Glasgow last year was 5,703,-

143.225 cubic feet, and the total output in Birmmg-

liam, 0.132,338,500 cubic feet.

The amount of gas sold in the city of Toronto last

year was 1,032.515.000 cubic feet, at a net price of

eighty cents per thousand cubic feet. The capital out-

lay in Toronto, considering the amount of gas sold,

is very much larger than in either (jlasgow or [Bir-

mingham, because of the more generous manner in

which the city is built. Owing to the enormous dif-

ference in conditions, it is quite impossible to even

attempt to successfully estimate the price at which

gas could be sold in Toronto, had it the population and

revenue-producing possibilities of either (ilasgow or

Birmingham, but it is safe to assume that the selling

price would be very nuich less than eighty cents per

thousand cubic feet.

The total gross profits of the Glasgow tramways

since they were taken over by the city in 1894 have

been $3,903,375 on a capital investment of $13,774,-

275, or about $433,708 a year. Of this amount of

gross profits, $902,980 has been set aside to wipe out

the cost of the old horse car system and $2,223,735

as depreciation fund on the present electric system.



making in all $3.I2*'>.7I5 taken out of revoniu- Un .U-

preciation. The sinking fund for tin- ridrinption of

borrowoil capital amounts to $776,660, and tlu- ntt

profits paid over to the t omnion (to<jd Fund amount

to $533,Scx>. Tlio Hirmingham tramways have cost

the city $1,144,435, for the redemption of which dehl

there is a sinking fund of $727.58*). They have paid

no profit of any kind, and the service is so utterlv

wretched that they can scarcely he dignified hy the

name of a tramway syst».in at all.

The street railway system of the city of Toronto is
,^

owned hy the city ami leased to a private compan> . /

which has paid into the city treasury for the use of ^

the franchise for a peiiod of nine years, the sum of

$1,833,826 out of net profits, or $1,300,026 more than

the entire net profits of the (ilasgow undertaking,

paid into the credit of the Coinmon G(X)(l Fund, dur-

ing the same period. The street railway system of

Toronto serves a population of alK)ut 250.000 within

an area of 10,800 acres; the Glasgow tramways serve

a population of 78o,otx) within an area of 12.700

acres, and a suburban poi)ulation of 292.000 round

about the city. Thus, the urban population served !>>

the Glasgow tramways within almost the same super-

ficial area is more than three times as large as the

total population of Toronto. If Toronto had had the

population of Glasgow within the same area during

the past nine years, the profit the corporation would

have made out of its street railway franchise would

have been more than three times as great as it was on

the same basis, or more than $5,501,478. without con-

sidering the suburban population served by the (ilas-

gow tramways at all. Taking tliat suburban popula-

tion of 292.000. which in itself is 42,000 larger than

i*S
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tijf total iKipulatioM ot ForontJi. and calculating' the
«arninRs which would havt- accrued, had tlu- Toronto
strcot railway systetn l»i-cn scrviiij,' a similar suburljiui
|Hi|Miiation. at one-half the amount of tlu- sum paid to
the city «Iurinp the past nine years, and we have
$<>i').Oi.^ which, it is safe to say. would be a low esti-
mate of the reventie-earninff possibilities^ from a simi-
lar suburban population about the city oi Toronto dur-
ing that period. Thus, on the basis of its payments
to the city during the past nine years, the Toronto
street railway system would have paid out of net
profits to the city durinj; that period the sum of $(..4iS,-

.V;i. had tlie city had. during that time. the i)opulation
served, and the same revenue-producing possibilities,
as the city of (ilasgow had, or sS2.757.876 more than
the total gross earnings of the Cilasgow tramways,
exclusive of sinking fund and interest f)n borrowed
cai)ital during that period. The alleged tramway
system of Hirmingham cannot for a minute be com-
|)are(l with the street railway system of Toronto,
cither as regards efficiency of service or the fares
cha'-ful.

It is difficult to estimate the difference in the fares
charged in (Glasgow and those charged in Toronto,
because of the different system, rendered necessary
by totally different conditions. The onlv safe com-
parison is that obtained by comparing the number of
passengers carrier] per car mile, the average ride on
the cars, and the average fare paid per mile in the
two cities. On the Glasgow tramways the numlier of
passengers carried per car mile on the entire system.
url)an. suburban, and inter-urban, is 12.64. the
average ride on the cars on the whole sy.stem is a little



ir.ss tlian a mile, ami tin- avfraKo farr paiil por pa-.-

sengcr is a fraction U-ss than a cent. On tlio Toronto
strecl railway system the mimlier of passenjfer.'. car

ried \>tr car mile i^ 4.5O, an<l the average fare paul

pt-r pas.-^eiij^er is ^.ih) cents.

Mil total ffro.ss profits of the (jJastjow electric ii>,'iit

iiiKkrtakiiij;. since it wa.s taken ovr hj the cit> m
i8y^, lia.s been $59^,1^5, out of which a sinkinj,' fun-l

ol $if<o.7(i5 has been create<l. and a depreciation fund
on plant and works of $480,835, which left a net <le

ticit at the end of the year 1903 of $69475. The total

gross profits of the Birmingham electric light enter-

prise, since it was taken over by the city in 1900. have
been $8r).835, all of which has been absorbed in the

creation of a sinking fund for the redemption ol Un-
rowed capital, together with the sum of $15,145 taken
from a reserve fund created by a private companv,
which owned the undertaking before the city assumed
it, so that the net loss of the enterprise since the city

t(M>k it over has been $15,145. The amount of the

reserve fund which the city took over from the com-
pany with the other assets of the enterprise is

$131,970.

rhe amount of electricity sold in the year 1903 iiv

the <;iasgow enterprise was 1 1.501.324 units, at ;m
average price of five cents a unit for lightiiif;.

including the city itself as a customer, and
three cents a unit for power. The amount of electri-

city sold by the nirmingham undertaking during the

year 1903 was 3,391.099 units, sold at an avera^je

price of ten cents per unit for lighting and four and
one-third cents per unit for power, with an average

meter charge in addition of fifty-four cuts per

quarter.



The charges for electric hghting in Toronto have

been set forth in the chapter deahng with the Glasgow-

enterprise.

The total gross earnings of the Glasgow telephone

undertaking since it was established in 1900, hav
been $49,290, of which $38,830 has been absorbed i

the creation of a sinking fund for the redemption 01

borrowed capital, and $10,460 has been applied as the

basis of a reserve fund. The rates charged for cor-

poration telephones in Glasgow are $26.25 ^ V^^^ ^o*"

an unlimited service, and $17.50 for a limited service,

when two cents a call is made on the caller only using

such instrument. The rates charged by the Bell Tele-

phone Company for telephones in Toronto are, gener-

ally speaking, $45 for a business service and $25 for

a household service, both unlimited.

126



CHAPTER X\ I.

What may be Learned from the Experiences of

Glasgow and Birmingham.

THE experiences of the cities of Glasgow and

Birmingham in the management of pubHc

franchises cannot fail to be of both interest and value

to students of municipal economy. From them many

important lessons may be learned, not the least of

which is that the potential value of an abstract theory

rests chiefly in its application. It is not the principle

of municipal trading that is on trial in these cities

;

such a controversy may well be left to the ingenious

rhetoric of debating societies. The practical question

which presses for solution is whether that principle

can or cannot be successfully maintained in the actual

operation of speculative franchises.

Taking either Glasgow or Birmingham as a model,

one is confronted by several conclusions. It is evi-

dent that even in these cities the financial results of

such enterprises cannot with certainty be foretold.

Success and failure in varying degrees have attended

the eflforts of the municipalities to render efficient and

economical service in the different spheres of indus-

trial activity which have been operated under civic

control. In some instances the specific cost of such

services has been reduced ; in others, even this much
desired object has not been attained, or has been

attained only at the cost of increase in the general



I

i>

rates. Taken as a whole, however, it cannot b denied
that the extension of municipal trading to the specu-

lative held in Cilasgow and Birmingham has resulted

in such large accessions to the civic debts as should be

balanced by concrete advantages in other directions

in order to wa'r,nt the increased obligations thus im-

posed upon the taxpayers.

It must also be remembered that Glasgow and Bir-

mingliaui have ijeen admittedly the most conspicuously

successful in municipal trading of the cities of Great

Britain ; and bearing this in mind the statistics relating

to that country generally are worthy of careful perusal.

A return ordered by the Imperial House of Commons
on June 25th, 1902. shows that on March 31st of that

year 299 out of 317 municipalities (.exclusive of Lon-
don) were carrying on one or more productive muni-
cipal enterprises. The figures given in Chapter IV. of

this book show that the outstanding loans contracted

by local municipalities in England and Wales in con-

nection with municipal trading undertakings amounted
in 1885 to $406,150,000 and that this amount has

,

by 1901 to $718,595,000. an increase during 16

of yy per cent. The .same statement shows tha. m
1885 the nntnicipal obligations of England and Wales
in connection with waterworks, gasworks, electric

lighting and tramways conducted as municipal under-

takings were $226,305,000. and that by 1901 this had

been increased to $480,965,000. equal to 112V2 per

cent.

It would be impossible without a most extensive study

to pass judgment upon the merits and demerits of the

various municipal undertakings whose history is in-

volved in these figures. It is probable that such an

examination would show instances of results both

fa8



favorable and unfavorable to tlic cause of iiiunicii)al

ownership. It is g«.nerally adtnitted, however, that

the general average of success has not been as high

as in the cities of Glasgow and liirininghani. while the

proportionate increase in municipal debt due to the

t'M'dency of municipalities to indulge in this form ol

prise is certainly startling.

.Any attempt, other than by way of illustration, to

apply the lessons of (ireat Britain to existing condi-

tions in Canada would involve an excursion into the

realm of controversy, and such is not the present de-

sign. It may, however, be pointed out that the rapid

extension of municipal trading in (ireat Britain, and

the consequences which have ensued therefrom, have

come about notwithstanding the existence of a strict

central control over municipal finances and nnmicipal

audits for which there is no parallel in this country.

The experience of Great Britain has shown the abso-

lute necessity for such a close check upon the tendency

of municipalities to pursue this polic> beyond the

bounds of wisdom at the dictation of those who do

not distinguish clearly between principles and condi-

tions. Even the complete and powerful organization

of the British Parliament has not been able to cope

with this i)roblem as adequately as could have been

desired.

Two other considerations also must enter into any

comparison between (ireat Britain and Canada in re-

lation to the question of municipal trading. One is

concerned with the class of men who go to make up

the councils and boards of aldermen of municipal cor-

porations and the other has regard to the continuity

of system under which municipal government is con-

ducted. It is well known that in Great Britain the
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councillors and boards of aldermen are as a rule com-

posed of men wliu, while ^^raduates from the business

world, are to a greater or less extent members of the

leisure class. Municipal honors are more highly

prized in Great I'ritain than they are in Canada by the

men whose services are most to be desired in municipal

management, and thus it is found in many cases that

men whose names are widely known in commerce, in

professional circles and in the higher branches of

politics, arc serving on the aldermanic boards of their

home communities. Such a condition of affairs is im-

possible in a young country where the most able men
art usually so fu-ly occupied in business or professional

lif** that they consider themselves unable to spare nutch

time to the S' rvice of the civic community in which

they live. The result of this condition undoubtedly is

that municipal councils in Canada are not as a rule

composed of men so well equipped to deal with broad

questions of administration and finance as are those of

the mother country.

The second consideration is also an important one.

Continuity of management is almost absolutely neces-

sary to success in the conduct of large business enter-

prises. The system so generally adopted in Great

Britain, which provides for the retirement of only a

minority of municipal councillors at each election, un-

doubtedly possesses a great advantage in this respect

over a system which is liable to result in a complete

change in the personnel of a council at the end of any

given year. In the management of an industrial under-

taking particularly such continuity is necessary,

whether the enterprise be that of a municipalit_\ or of a

private corporation, and in this respect also the pre-



vailing system of niunicipal elections in Canada must
result unfavorably to the conduct of such enterprises.

It is even more imjHjrtant, however, tliat the con-
sideration of proposals for the contluct of municipal
enterprises should include a proper conception of tiie

subject in its relation to municipal credit. It is often

urged, for instance, that a municipality can operau
its own franchises more cheaply than a private com-
pany (and thus aflfoid a cheaper service), owing to its

ability to jorrow money for the enterprise at lower
rates ot interest. Granting this to be so, it is ajjparent

that the difference in interest rates nuist be due to the

credit of the municipality through the possession of

resources apart from those in which the borrowed
money is to be invested, which resources are pledged
as security for the loan. If this were not the case the

superior borrowing power could not exist. Thus it

happens that the general credit of a community must
be affected ;v its entry into the sphere of industrial

activity, and co whatever extent that credit is used
for the securing of money at low interest for the pur-
pose of undertakings which would of themselves de-

mand a higher interest rate, to just that extent are the

bonds of the community for general or other purposes
unfavorably influenced. Major Leonard Darwin, in

his authoritative work on "Municipal Trade" rjohn
Murray, 190,') makes this point very clear, losing

a hypothetical gas-plant as illustration, he says :

"If a town council were to borrow money, and if it

were to make the interest solely payable out of the

profits made by the -^-s-works bought with the sum
thus raised, then few will doubt that a higher rate

of interest would have to be paid than would
be necessary in the case of the ordinary munirip.-?!
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debts, tlie security for wliicli is limited in no such way.

.... If gas-works were bought with money raised

by a loan with the profits on the gas-works as sole

security .... the excess of interest paid on a loan

thus raised would best be regarded by the municipality

as an insurance against any losses that might be made

on this trading enterprise. . . . Thus, when any in-

dustry is municipalized, part of the profits which iiK.y

accrue to the public may be said to be due to the muni-

cipality not insuring against a risk against which

insurance is made as long as the works remain in

private hands."

Again he says: "Any considerable increase in the

debt of any municipality will undoubtedly tend t(i in-

crease the rate of interest payable on new loans

If the policy of municipalization were ever adopted in

London, for example, even to the extent advocated

by some serious politicians, it would, to quote the

words of T^ord Avebury. make the rate of interest

'appreciably higher than it is at present." .... No
doubt, when the rate of interest paid on the loans

raised by local authorities for industrial purposes has

risen from any cause not affecting private trade, the

results will be apparent in the rate of net profits earned

by the municipalities in question. But the rate of

interest payable on all other municipal loans borrowed

at the same time will rise equally ; and in this way

municipal trade may throw an additional charge on

the ordinary civic expenditure which will not show

itself in the accounts of the municipal industries to

which it is really due. Thus the effect which muni-

cipal trade may have in increasing the rate of interest

on municipal loans not only makes past results unre-

liable as guides for the future, but also makes ihe



recorded net profits an uncertain guide as to what

municipalities are actually gaining by their industrial

ventures."

In considering the question of municipal trading

in its relation to Canada, therefore, it is necessary that

a careful j idgment should be exercised. It is not

sufficient to know that the principle is of itself a sound

one. It is not even sufficient to ascertain that in cer-

tain otiier placts certain entcqjrises have met with a

certain measure of success, be that success great or

small. A public franchise is a public asset, to be ad-

ministered either directly or indirectly as may be most

proiitablf to its owners. If a greater revenue and

lower rates can be secured by leasing it than by work-

ing it, common sense dictates that direct Iienefits

should nut l)e disregarded in favi^r of an vctnumnc

theory. If, on the oi''.'"r hand, direct operation seems

to promise the better results, it is advisable that local

conditions should be carefully examined and future

local obligations carefully weighed in order that the

mistakes and disasters which have sometimes attended

similar ventures in other places may be avoided.

This, indeed, is the broadest as ii is the most vital

aspect of the question of municipal trading and it is

this aspect which calls for such treatment as only

general legislation can eflfcctually give. The tendency

of municipalities to indulge in trading enterprises is

a feature of modern municipal growth. The visible

attractions of such a policy are many, while the

dangers by which it is surrounded are hidden from the

casual observer and are in many cases incomprehensible

to the unstudious taxpayer. The experience of Great

Britain has shown that the average community con-

siders projects of nmnicipal trading without due regard



to their effect upon conditions which seem remotely re-

moved from the immediate subject under discussion.

In this respect strong guidance has been found to be

necessary and even the stron, est guidance so far in-

stituted has not proved completely effective. It is

therefore important, if such enterprises are to become
to any degree general in Canada, that Federal legisla-

tion should be enacted by which a uniform policy

should, as far as possible, be applied to the considera-

tion of all undertakings of this nature and by which
also the assumption of financial obligations by muni-
cipalities in connection with such enterprises could

be adequately controlled and wisely directed.
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