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Britain's Experience of

Public Ownership

An Address by W. Richmond Smith before the Empire
Club, Toronto. He endorses the principle but

tinds it uns'-ccessful in actual operation.

At a recint meeting ut the ICmiiin-

Club, Turontii. an address on the suhjecl

of "Municipal Ownership and Dperatiiin

of Public Franchises'' was delivered by

Mr. W. Richmond Smith, the well-

known journalist and war correspond-

ent. Mr. Smith has made a careful

study of the conduct of municii)al enter-

prises in Great Urituin and elsewhere,

having written a book on this subject,

and his fearless and thoughtful discourse

was listened to with ^'reat attention by

the large audience present. The chair

was occupied by Rev. Professor Clark

of Toronto.

The views expressed by Mr. Rich-

a-.ond Smith are Important, ©specially

•>n account of Uie carefully gathered

tacts wltli which he supported them,

vfter referring briefly to his apprecia-

ilon of the Invitation extended to him

*>V the club. Mr. Smith said:

"At the very beginning, I wish to

.<tate, and emphasiza the statement,

that I am a firm believer in the prin-

ciple of municipal ownership of all es-

•entlal puolic utilities. Further, I re-

gard it as little short of crlmi' 1 for

any Municipal Council to part with the

ownerahlp and ultimate control of a
franchise Involving the use of the

streets for the creation of a public ser-

vice used by a majority of the cltl-

sen&

"A public utility la a service created

to supply a convenience to the citliena

which Involve.s the u.si- ..f it> lubllc
streets in the consuuction of a per-
manent plant fur llie suppiying of that
service.

"An essential public utility Is a ser-
vice created ti supply a necessary pub-
lic need, which Involves the use of

the rublie streets, and wlilch Is used
by a m.ijorlty of the ratepayers. Es-
sential public utilities aru confined to

services for the supply of water, sew-
age facilities, Uglit. and urban trans-
povtatioii by strict cars. There are no
other public services, involving the use
of the Ktreets, which are generally used
by the eitizen.s to such an extent that,

was thu service given by the munici-
pality, the cost or any portion of the
cost could without injustico be made a
charge upon the general tax rate.

"The water supply and sewerage sys-
tems of any municipality ought, in my
opinion, to be both owned and operat-
ed by the municipality, under the
supervision and amenable to the in-

structions of the Medical Health De-
partment, because both these services
are universally used, and are rime es-

sentials to public health. It is entire-

ly a secondary matter how much a
pure water supply and an adequate
sewerage system costs, because both
are a matter of life and death to the

community.

A Rule in <io By.

"While holding ."strongly to the prin-

ciple that the eauitv of redemption In
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and ultlmatd rontrni nf all franrhliMi

for the cstabllKhniriit of publlo acrvlcen

which Involva thn umi of thn Rtroets

should remriln \r«tfi1 In ttui munlcl-

paltty, I bellova that sound municipal

administration dlctaip:i that no muni-
cipality has any right to undertake the

conduct of a publlo t'-rvlce which U
not uaed by at leant a majority of the

ratepayera, for In the event of such a

service being conducted at a loss, that

lOM Is bound to be me' out of the re-

venue raised from a general tax rate.

This sound rule Is, I know, continual-

ly Ignored, and successful municipal

enterprises outside Its i'<'strlctlons are

constantly urged in Juatiflcatlon, but

the fact nmains that once munici-

pality Ignores this rule, over-municl-

pallzatlon is almost bound to be the

result, and over-niuniclpalizatlon al-

ways has and always will work h

great injustice to the poorest ratepay-

ers In the cor.-munlty, and strike at

the verv root of municipal credit. It

is because I am firmly convinced of

this, after a close and careful study of

municipally-conducted enterprises in

Great Britain, that I am here to-day.

I know that my opinions on the ques-

tion are not popular with u large num-
ber of people in Toronto, to whom the

conduct of publlo services by the mun-
icipality Is regardec a panacea for

ail the ills which resui., or which are

aMumed to result, with existing con-

) ditlons. The fact remains, however,

Nthat the result of over-munlcipallza-

(tlon of publlo utiUtlea has struck a

\eerlous blow at the whole fabric of

jmunlclpal credit In Great Britain, de-

/spite the fact that such municipal en-

/terprises are subject to the closest

supervision and the severest restrlc-

itlons of the Imperial Parliament at

/Westminster. We In Canada must re-

j member that the popular desire for

( munlclpally-conductcd public services

\ was felt In the Mother Countiy long

I before the Idea had birth in Canada.

\ It Is most important, therefore, if we
^.are to profit by experience on this

' question, that serloua attention should

/ be paid to vhe experience of Great Brlt-

( :aln, bearing in mind always that the

{safeguards thrown around such enter-

f prises by the National Government

there have no parallel whatever In oar
[

country. *

CondltiOBa In Ormt Britnln.

" Uffore even attempting to diaw
a tarailel between ihe rcsulln of

munlclpaily-conducttd rnterprl»cs In

Great Britain and silmlln un prt[.kln«s

In Canada, It Is absolutely necessary to

estimate and appreciate the wl>l>' dlf-

fireiiee 111 IkiIIi tfi-iieial hikI ><«h\ eon
ditlons, otherwise the comparison Is

bound to rest upon a most mislcadlnfr

and fallacious basis.

" The first of these essential differ-

ences in conditions lie in the source
from which all municipal lesrUlatlon

ema.iatea. In Great Britain the Cen-
tral Parliament at Westmln.iter is the

sole and only source, while In Canada
the right to legislate for ail rural and
urban communities is vested In the

Provincial L.<Klslatures. Without k"-
Ing ,iito ail the reasons why. It seems
obvious that the fart that all British

municipal legislation emanates from
the Central Parliament, which Is, of

course, free from all sectional pre-

judices, gives It an atmosphere of

judicial fairness which could nor be

expected in similar legislation in

Canada 'vhlch emanates from Pr .vin-

cial Legislatures In which rural and
urban jealousies and sectional differ-

ences play so Important a part.

• The constltutlo-n of the Mother
Country is the result of the gradual

evolution of representative institutions

from the comparative absolutism of a
paLernal monarchy. It is not written

In a single document, but is contained

In a multitude of Parliamentary in-

actments upbuilded Into a system of

government as the process of evolu-

tion proceeded. The system of local

government In f United Ki.igdom

as it at present axists, was evolved In

the same manner as the -onstltutlrn.

was in fact an essential i id compon-
ent part of the results of the great

struggle of the English people for a

representative system of national gov-

ernment. The Canadian Constitution

is contained within the four corners of

an Act of the Imperial Parliament.

That Act clea.'ly and speciflcaliy de-

t«
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tini-n thp l<'Kl«latlvo powers unj duties

of .he Feileral and Provlnrlal P^irlla-

itienta.

"In tho Brltlnh lysicm nt Inrai

govertiment gradually evolve<i from
the expprien. .f tho pant ini,l cnrf-
fully upbuilt In aecordanre with
modarn democratic Inntltutloiia lo suit

.-•very locnl rondltlnn. we ha\i' a "yx-

tem which font.ilns nil the wlndom of

tlie old with nil the utilitarianism nn!
dem'icrutlc viRor of tho younp. com-
bined with a remarkable adaptnblllty

tr. local rfindltlons and evf n lorjil

pt.Judlcp*.

"In t'a-nadn. though mir sy^ti'ir.

local Kovirtimer.t was fashioned aftfr

that of the Mother Country with
chanKCs made to adapt It to dlfforcnt

conditions. It is but a very Imperfect
and riiidy-made .article when compared
to It's prototype.

"The Rreatrr adaptability of tli"

British gy.stem, the wealth nf expor!-

ence which lies In the statutory evolu-
tion of Us upbuildlPK ennhles British

Parliaini nt to so perfect the mechan-
ism of the system that the public In-

terests are more closely safeguarded
and more adequately served than un-

der our It ss adaptable system of Can-
ada.

I iiiCoriiiit)' of Poller.

"The manner in whli h Municipal
Councils are constituted unuer the

specific tornis of general P:irllament-

ary enactments In <"treat Britain, en-

sures a. defi-ree of uniformity and con-
tinuity of municipal police- which does
not exist ui.der our Canadian system.

All Municipal Councils In England
consist of a Mayor, aldermen ami
councilors. The councilors are elect-

ed for a term of three years, and a
'.hird of the number gu out of office

each year. The number of the Council

Is fixed by charter, and yarie.s widely,

though it is usually more or less In

proportion to the size of the muni-
cipality. The councllor.s are elected by
the popular vote of th ;. ratep lycrsi lor

a three-year term, and the aldermen
by the councilors and non-retiring

aldermen for a six-year term. The
duly elected councilors and aldermen
together elect the Mayor, who holds

office tor one year only. The office of

councilor is regarded as a kind of
apprenticeship, and a councilor ha.'i to

be elected perhaps two or three tlnies

before ho Is regarded as ellglbl. to alt

upon the aldermanlt bench, There Is

no distinction between the duties oi a
councilor and on alderman, except the
length of their terms of office. The
Mayor ha4 no administrative duties
except those which coine to hini

through tustoni. Ho is simply the

ofllclal representative of the nnini'i-

pallty. and the presiding head of the

Council.

"Continuity ot personality and muni-
cipal polity in favored by the retlrt>

ment of councilors by thirds. Thi» la

farther iiMil&tea by the aidermanlc
system. In.stead of the aldermen re-

tirlnK simultaneously, one-half of the
\vlinl(. number go out of olllcc ever-

fliird year, fie half to 50 out beoig
thj aldermen who have been In office

f)r the longest period without re-elec-

tion. Each councilor and non-retlrlng
alderman ha.'* at many votos a< there

are n.ldermanic seats to 1,,^ filled. The
outgoing half ot the aldermpi, may
rot vote, but tlie hair who remain In

ofllce may. This pro7li.lon I." an ex-

tr' inn example of that desire for con-

tlnult.v of municipal policy -vhtch per-
vades the Ensllsh syfieni of munlcl-
£.&; ii>vtrnnent. The reault Is often

hat when irtles are nearly evenly
fty in office, with the

nin-fe"!"lng aldermen, can
.1 fre.ifi leaiie of power,
elections have pl.aced It

' as . regards popul.irly

the

hi ij, of ''

oiien oh;

allt.oij^rh ti

111 a !,!.

eh'Cte 1 c.

•• WIe
nould he

under w
StltUttil li.

tioii. but it

the English

grea'.er .inioun

Icy than the r

In Canada wor,.

U one of ihr- -

su -cessful manajt.

cial undertaking,

hands ot .i pr i

elective -Municipii

conceivable, for ins

n-,eicial undertaking

i ^ep ^ra> system
ith the conditions

--t, .-ipalltlsB are con-
e- is an open '{ji^-

a»a fairly evident that

-•stem give*) a mud.
•' continuity of pol-

^m ifoier which we
•tntinjilv of policy

wse it..f s t ) '*•

of i. omnupf-
»r In tho

y iin

n-



HKllAlX S I..\IM;RII;N( K OF ri Hl.U OW.NIikSlilP.

Pur;nc or the firand Trunk. Railway
Cdintany could ba auccaiiafully con-
duct) d by a H'lard of Dlr*Otom whoa*
ri-'i>-<>nnel anu r>oli'-'y chanKed each
yi'Ui, an thi' pT»c>ii:iel and iWllcy of
oui Municipal (•oiinollx In Can.iJa <io.

Urlliah >tufPM;iiiird«.

•' In addition to the scneral •are-

Kuuru whl-:!! n-sult* from the foot

that lit inurtlclpal lestfrl itlon Is veat-

fct! Ill ihe centra! I'arllaiiKnt at Wcm-
•nlnster, th« British munlolpal ayatom
lios'<cn!»eH ari')tt'i" an) Lxinmcly liii-

jiorlnnt mcuix ot onirol over the
tfniliru'y of Individuiil inunlclpalitlt'a

to ciivbNrk ill iiiKk'rtakhifjs coiisMered

uiivvl"!' In tlie imblli- lnt>To»ts. The
B'-adiial evolution of the municipal
Jiyptfin has resulted in the creation of

a sp"ci;i' I'partmei.t of the central

Government known as the Local Oov-
ornnient Koard. which has power to

Inspect the flnanccs and admlnixtra-

tlni. of a;! Municipal I'ouncil!*.

to keep iiaeif infoniad of iic

work of such Councils, compel
tlj*^rri to furnish proper stallsiics,

and to exercise certain Htatutory

rights of conflrmatlon or refusal 1 ;

res^pecl, for example, of local loans or

by-laws, and ^•tfn^^rally to ase that

they confine their buslnes."? and ' x-

prndiluriK to the purposes and wlth-
It- the litnita prescribed by l^arlla-

n. "'. Th'- power ot resulatlon by or-
<* s also poss'^ased by the board a^
an auxiliary to that of Inspection;

b, t It is only exercised within limits

atriotly drflned by statute. Broadly
speaklns the board performs Its

functions as a rjardlan of the public

rignis and Into'-ests without resorting

to the imperative mood. Though It

haa no power to compel a local au-
thority to carry out the law. or re-

fix'tfi from breaking It, that power Is

u.«iual!y exercl^i'd by it through the

medium of the courts by issue of a

\iTil of mandamus or by obtaining an
Injunction .It can only venture to use
administrative lorco in exceptltunal

casea defined by statutes and under
forms duly authorized by law. In-

spection taken In Its widest sense, so

aa to include enquiry as well as su-

pervision and control, is the ordinary

function ot the board, and It Is under

th>' form of Itxapactlun that the aJ-

mlrdMtrativo U.terferenoo of the cen-

tral authority in the pruvlnce of local

i{"veinm<nt uvually ntanifeats Itaait.

"Them la anoth -r [M'rmanetit d«;Mi't-

niint of the rentral ilovemnicnt whi-ui

e«erol.tes !>ractically Ihr ii.ime fun ioua

with resi'^oi to <i;rtiiin dopartmi-.s of

'iiunlciiai iidiiiiiiintr uion aa the {,o.'al

Oovernnient Tttiard. The lUxird of

Trade is oharKod. among oilier things,

with supervision of the admlnlstraruii

of all gonoral laws do.allng w-ith public

aafety. I he rates charged for public

services, sjrh as lighting and tram-

way locomotion. wh'>thor suwUed l)V a

.nunlclpal (orporation or a privj.".^

company. In this way we have the

anomaly of tiie L«oc.'il (}o>'eniincnt

noard .supervising the tlnar « and the

Board of Trade the adrn .ration cf

some of the enterprlsis of munlcipxli-

tle^.

l..e r.ir«-Pt on rrrillt.

"The abundance of wealth In tlie

Mother Country .always seeking If-

veatment haa in the past made It an

easy m'lttnr fur even the smaller mu-
niclrialltles to borrow money at low

rates of Interest. This facility for ob-

taining cheap money has been -a

strong Incentive to •nuniclpalitliM to

launch out Into exten."»ive cnmmeroial

and trading ventures under pu'iiicly

owned fianchlse-s. The result has been

that the funded municipal debt of Ih^

country has incre.iaed by leaps and
bounds. The rate of Increase has bi-cn

so great that during the session of

Imperial Parliament in 1900 the matter

WPS brought to the attention of the

Government, and strong opinions

wtsre expressed, to the effect that the

popular demand of inuniolpalltlea for

povver to so Into all sorts of municipal
enterprLses on their own account was
9o rapidly Increasing the municipal

debt that it w-as bec'oming a menace to

the whole structuro of municipal
credit. The Immediate result of this

dlsousaion was the appointment of a
joint select committee of the House of

L/ords and the House of Commons to

enquire Into the whole question of tha

commercial trading done by municipali-

ties and its effect upon municipal
credit. This committee held a serie«i
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of sittinifs til laiKi. II ua« Hh.nvntli.i!
.- a i.^mi ,)i Uiu iKt[iul;ii- i|i.!<iri of
I.IUt.l ll:.Ii|,.5, to ItJUl't llllrrtllUill,',
unUtr i.ubliLly ,nuit,l f ninchifi.s i!,,.

inunlclpil j,..|,t „f til . ounlry hul m-
cri-asi,( ;r„|,, lMjt;,i,i,-,.uoo |ri i\s.-, i,, i|,.,

muiHiiil„ijs ttum of ll.ona.riio.wo In lyoi.
or al.-- It .-.« per nni. .,{ th" pn.poniuis
o( th.,: lot.il national im .a that time.
It wail lis,) »iM>wii thiif til.' muni ip.il

•lyiitem of ai;Ultji,« aocour.:* yiwil.lcJ
Munlilpil Couii. Us I, I ,,,vir iir, !„r
J-i-.irs th,. uii. ri>(l!'it,|,. ii:ti'if,. „f uiiM-.
tnUlnif^ ronUuft>Nl uiul.r i.nlilhiy nvr.-
I'd fratiohl,.*.*.-. Til.' ,• ::.„.„ .., a^
Mr-Ht n|,urt to i'.irll . reromnic.i.'-
'il thn in.-<tltullon

,
.. of .i n.-.v

•XJ-t.m „t CU.m of i;,,.,l aoo.-Klts
iinilf'i- (io\einiii. ii(;ii control,

'' ^'"'ii an I'lioriiiDin Increoae in ;lin
fiinli I riiunl-ipal .lebt of the Moth«?r
Couritrv could result, when s.xfcffUJinl.i.
th.' r. v.iit ,.,f .|.nturi-'.s of oxin'rlon.'.;,
are lhr.).\n around ilie un.iorlakin,j>)
of Municl;.,.! Councils ;n the Interest (>f

the ratwpayer», both Alth reKard to ai-
mlnlstratlon and linance, what woild
be thf result In Canada, when we
have n'>t tnc-tanth the s.-ifes-uard'^ and
nn -superv!s:,.n by a •.Mitral G.)V,T,n-
ment whatcvt r over either she il-
minlPtiation or tlnance.s of such niuiii-

clpnlly-c-induftPd iin.I.Tfak;n?s. and r.o

-ysteni .nl all of novennui'ntal '-onlrol
I'i' niuiili i.i'ij a'l.lif

Slroniir Men In C'niinptl.

'Thure is another point of Renoril
comparison which Is so lmiM)rtant
that, it must bo menilmod befor- I

leave this phasv of th.> question, and
that :< the class of men who are
elect, d to make uti tlio boards of
cour.cilors and aldcrni'M ot .Miiniclr.al

Cot.i.'Cils In the Mother Country. It is

well known that in Great Rritain auch
Councils are a-.- a rule composed of
ii.oh who, while sradiiateu frrmi the
buflnes't world, are to a !?reat.:'r or
!tsK extent men with suffloient time
at their disposal to gh'e municipal af-

fairs the closest attention. Municipal
honors are moru highly prized ilian

In Canada by the class of men whosv;
services ar. most to be desired in mu-
idcipal 111 inajjcinent, and thus it Is

found in many rase-? that irn n -.viinsc

Homes ;iif wirleiy knr,un in com-

ru: <•, III proLxnlonal Oirclpn. .iivl (,»

Ih.' hitli-r bran. he* of ixjllio .ire

•t;vlnir upon tin; Munloi-nj Cnin-
ell- ti. thfli hrjin.- c( Miiiiijiiii:. =^

f'li.'li a con. lilt in !-< impasslblf
11 a vounif r-ountrv like (.'aii-

"li • "«' he n .wt .vble mo'n urt-
MM •... <.. .uiiy ocrupl.d In bua.nesn
' ..iff .lotial life that Ih-y conoid.

f

•li..ip.,.lv^ iiiribl.' t.i spare iiiu.'li

little III th- s.-rvii,. of th.. civic f.m-
tiiiinllv 111 whlcii tli.'v llv,- Thn r'«Mult

f t:ils .'.indiiim tad .ubtfdly \h tiiat

^li.i. 'ipil ..'oun.'llH iti i*:in:ula ar. not
.' .. rule cr,,. ,,.,.,) ,,; ,„„„ „„ .y^,
. 'luipped I |.m| V. ,th bi'.M 1 .pifB-
(.'ns 1)1' lltiii.',- :iri| nltniiiUtral i .11 as
.ire liio-e of th.; Mm'Ii.t .oii!itr.\.

Tt).' iiienl.ni win ihiT a muni, .pa!- /

tt;. shoi'ld creato and conduct pubic '

;. i vi. es outsi. . water an<i evvaui-/
'" "I b.' l.'clde.l ut.on aiiv .-oi . i-

. ..I .. ' ..r p; incipl.'. It i- ;:, .;> a

tnatt.'i .f bufln. ss and pubbc ex-
p. ditncy. What the public haa a
t'fiht to o\pe.-t is that it sliouM «> t

the ^re.itosi pos.slble r. turn from the
capital nivestftd in what Is eset-ntial-

,

iv a business enterpris.'. ..v. tied, e»-

tahl,sho<l and conduct, d for tii.i rate- .

payii". In lor exciptlun il •Ircum- '

stances ;t Is nulte po<>slble t.. concive
of a iminlcipnMty cre.itlncr and con-
cu.-tln? Its essentia] r'nl>lic s.-rvlces

alone, business lines, which would en-
>-uro a better service an.l a Iar'.?er

n'oi.et.ar\ return than could be ob-
tained from a private company
'.v.irkiiiK the .same .nteiprln- under a
tirniinal<le base. It must be admitted,
however, that experience has shown
that elected Mjnielpa! Council . even
ifi the .Mother Country, are n.-t able
to sfciire as satisfactory results from
tii.^ conJuot of commercial ent.-rprises

a.i '-an be secured by well organized
I'ii\,ite ompanies. Th.- rra^-ons are
lUjny an'l obvlou.s. In tlie first place, a
coiTiinercial enterprise conducted by an
< iecl.'d ''>jiincll, wiiich Is continually
ch.'.ngin;; Its ["'I'Soancl. canr.ot have
the .«T,me continuity ot policy and the
yini.- (I'dermined and persistent
.-irivinir along woil-thought-out and
permanent linos. In the second place,

;: t t-lc'cted C!iun..-;1 v hich owes Hb ex-
i-itnce to the popular vote of the
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n.lepayers, including the customer*

and employes of the enterprise, Is com-

pelled continually to sacriflce what It

knows to be sound business methods
of management to public opinion. It

Is quite true that It -lught not to be

the sole oojcct of a municipality to

operate Its public services so as to

mi'ke money, but It certainly o'lght

to be the obiect of every Council to

glvi- Uip ratepayers the best service

that can be had at the lowest cost.

In order to do that a !?ood bu?ine«8

nianjtgernent i.-? Jusi as essential as It

/ 13 with a private company. Taking

( into account the disastrous experience

I of thp Slothe-r Country In the muni-
jclpal conduct ot public services, and

( r>-meinbenng the safeguards to the

.public Interests which exist there and
Jo not exl.st In Canada, I am firmly

i convinced that munlclpalltUs In this

' ."ountry can secure better services and

f
greater monetary returns by having

; their public utilities conducted under

f lease by private companies. In addl-

; Hon, they would escape the unhappy
experiences of the Mot'^r Country due

'ill over-muniolpallzntion as a result

,
of the popular demand wlitch so often

V
follows the taking over bv a mnnlel-

rallty of the copduct ot even Its mist
es.oentlal public !>ervioes.

The urnx of tlie <lnmtiun.

' It will doubtless be pointed out
ihat the exi>er;ence of munlclpalitleE

•n Canada in dealing with privatt

ct'ii-ipanies for the conduct of their

public services has not been In many
cafes satisfactory, and that private

rr.nipanies always, insist upon slvtnr;

the municipalities the worst end of

the bargain. That Is doubtless true In

many case?, but vvho Is to blan'C?

The municipality is the proprietor

and the operating company the em-
ploye. To my mind .'ie trouble has al-

nay.s lain In the settlement of 'ht

terms of the leas" under which the

private company vork.>!. Heie is the

crux of the whole question. If the

lease Is properly drawn so that th:

company can be legally held to tii'fll

Its conditions, and those conditions

are so worded as to gi\fe the munlcl-

,TaHty a good service and fa'r nione-

tarj- returns, there ouirlii to be no se-

rious trouble. And one thing Is abso-

lutely obvious, if a Municipal Council

has not the public snrit ."xnil business

ability to frame .such a lease as will

give .satisfaction to the ratepayers,

both with regard n the noi-vlce given

ana the monetary veturns, it certain-

ly will not have the public spirit and

biFlr.ess ability to conduct that ser-

vice In the Interest ot the ratepayers.

In the drawing »f »''b lca.sc there Is

onl> one occasion v<h«re mistakes can

be made; In the conduct of a pub'lc

servlre there are .i thousand oppor-

tunities for inlstaJce every year.

The differences In local conditions

in the various cities of the United

Kingdom which make for the success

of municipally conducted enterprises

are iiiniost as Important as the dilTer-

ence.s in general conditions: They, toov

must le taken Into consideration be-

fore lair comparisons can bo inatitul-

cd with iLuniclpally-conducted under-

takings In any Canadian city. Take

the City of Glasgow, for Instance.

With its locally governed outlying

suburbs, all of which are served by the

municipally-conducted services of the

city. It has a gross population of some-

thing over a million. According to the

last census returns, the city itself had

a population of 780,000, and this large

papulation is confined within the extra-

ordinary small area of 12.700 acres. The
population of the City of Toronto is

somewhere about 260.000, and its super-

ficial area, excluslva of water. Is 10,800

acres. This concentration of the popu-

lation In Glasgow Is due to several

cauF«s, the principal being the confine-

ment of the city proper within a belt

of siibui-ban municipalities, which have

alw .ys stubbornly held to their own
autonomy, and compelled the city to

grow back into itself instead of ex-

panding Its bounds, as our Canadian

cities do. The result is a tremendous

massing of population, especially in the

poorer districts, whore there are liter-

ally miles cf streets crowded with huge

apartment houses, which swarm like

rabbit warrens with thousands of fam-

ilies who live In one or two rooms.

Even among the well-to-do wage-earn-

ing class the same predilection for flat-

houses Is very marked, and even m
the b.cst residential districts tf is pos-

sible to see whole streets occupied by

i



t

BRITAIN'S EXPERIENCE OF PUBLIC OWNERSHIP

I

J

terrace after terrace of flat-houses of

a better sort, where dozens of families

use a common stairway to reach their

apartments. In nearly every large cen-

tre cf population In nreat Britain the

same conditions exist.

"This massing of population within

restricted areas gives an enormous ad-

vantage in supplying such public utili-

ties as water, light, tramways, which
are usfd by a large majority of the

r.atepnyers. Not only is the capital out-

lay in .-ill oases smaller, considering the

numbers of the population served, but

the source of revenue per mile of ser-

vice is very much greater than It could

be in any of our Canadian cities.

"The City of Glasgow is admittedly

one of the best-governed cities in the

world. The ablest and most influential

citizens regard it as an honor to sit

around the Council Board nnd contri-

bute largely of their time and bu.si-

ness experience in the administration

of the city's affairs- Glasgow la not

suffering from maladministration of

Its affairs, but from an over-indulgence

In municipalization, carried Into the

realm of speculative enterprises, which
always involves the investment of a

large amount of capital and the run-

ning of many risks. There is scarcely

any limit to Glasgow's municipal ac-

tivity. It runs scores of municipal en-

terprises of all kinds, and this fact is

the principal cause of an enormous in-

crease In the city debt, which rose from

j:27,240,13n in 1890 to $04,3:0.09.' in IDOC,

while the assessable rentals in the city

during that period only increased from

$17,277,550 to $2i, 764,820. Thus, while the

city's debt Increased by over $37,000,000

in that period, the assessable rentals

only increased by something like 7,-

500,000. In the year 1S90 the rates were

12 cents on the dollar on rentals of $50

and upwards, and 8 cents and 8 mills

OP the dollar on rentals of less than

$50. In the year 1900 the first rate ha4

risen to 16 cents and 4 mills on the dol-

lar and the second t.) 13 cents on the

dollar.

Glaxuow'H Gas BnterprlnvM.

•The City of Liiasgow began to sup-

ply the citizens with gas in 1869. The

enterprise was one ot Liie most con.scr-

vatively run of any of the municipal

undertakings. The c;ipitai expenditure

has been something like $ll,00u,00U. .Ml

ihf mt prulits l.ave been devotod in a
fund for .loprcciation on plant and
wi/iks, which amounts to something
ivt-r $t',."iifi, 0(111. I.Ast year it was foun'J

thi'.t the reduction in the price of ga"
to consumers to 58 cents per 1,000 cubit;

feet for lighting and 50 cents for other
I)urroses had resulted In a deficit of

something over $60,000 In a single year.

It also transpired that the greater part
of the depreciation on plant fund woul I

have to be expended on extensive re-

now.als.

UIa«n;an''n Manlclpnl Trnmwnr"-
' Perhaps the most siiccossful nf

Glasgow's municipal uiidPrtaklnirs i-i

its tramwny system. When t!io (lr.=;t

tramways were built In 1871 they

were, under the terms of the Initial

legislation, finnnccd on the credit of

the common good funj, which is really

the corporate estate of the city. In

1894, when the city took over the con-

duct of the tramways, the eTitcrprlse

continued to be financed out of the

common good fund. Since that time,

therefore, there has ilways been a

grim necessity wh> the enterprise

should be a commercial and financial

success. Under no circumstances could

any loss sustained by the tramway

enterprises become a charge upon the

general tax rates. The result of this

fact was that the manager of tho

Glasgow tramways, even in the be-

ginning, was given praclicnlly a free

hand in the manngeinent of the und.r-

taklng. Of all the municipal enter-

prises in Great Britain, the Glasgow

tramways are run more ne.Trly iip"h

th« close business lines which a pri-

vate company would adopt th.ui .nf.v

Dther. Yet the total amount of net

profits paid to the credit of the com-

mon Kood fund by the tramway under-

taking since the city took it over down

to 1903 was $533,800, or about $59,312

a year for nine years. The amount

paid to the Citv of Toronto during the

past nine years by the Toronto Rail-

way Company for the use of its street

laiiway franchise has been $1,833,828,

or a yearly average of $203,758.

•• When it comes to a comparison of

lares charged it is ditflcult to arrive at

any basis of comparison. The Toronto

company charge tliree Hat farts tor a
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rldo of any distance and transfers are
given over all lines in the olty to en-
able the passenger to complete his
Journey from the payment of a single
rare. These flat fares are 4 l-6c for
an ordinary ride at any time, S 1-fio
for rides during limited periods an.l
on Sundays, and 2 l-2c for children, or
an averasre fare, exclusive of children
Of about 4 1-lOc for a ride of any dis-
tance. In Gla-SRow there is a ffrnluat-
ed scale of fares, beginnlnR with Ic
tor a little over half a mile. 2c for two
miles and a third, Zc for three miles
and about a half, 4c for four miles
and about a half. Sc for five tniles nr,l
almost two-fhird.<!. 6c for six mile*
and almost nine-tenths, 7c for eisht
miles and almost a third, and Sc for
a fraction over nine miles. Thus the
average fare paid per mile Is a little
less than a cent. In the second place
while the Toronto system Is purely
urban, that of Glasgow is urban, sub-
urban, and interurban, and serves a
population of 1,072,000. The length of
the average ride on the Glasgow tram-
way system. Including the suburban
and Interurban lines Is a little less
than a mile. It is evident, therefore,
that while a small average fare for a
short average ride makes money for
Glasgow tramways, because of the
congestion of the population within the
city proper, the same small average
fare for the .same small average ride
would be of no use In Toronto at all.
In Glasgow it c sts 8c to ride a frac-
tion over nine miles, while in Toronto
a ride of any disiance costs 4 1-lGc,
with privileges of transferring, which
Glasgow does not possess. It is hard
to determine wiiicli uf the systems of
fares is the cheapest, but it is fvi.lc-nt
that the system which suits and pays
In Glasgow would nelthtr suit nor pay
in Toronto.

.>Iuiiivi|iulizntion of TelepUonea.
"The municipalization of the tele-

phone service i;?, to my mind, one of
the most dangerous experiments a
large and growing community can
possibly undertake. In the first place
a telephone service cannot be classed
as a public utility. It necessitates the
use of the public streets, but it is not
a service whdoh Is used by a majority
of the ratepayers in any city in the

world. In Toronto, for instance, thero
are only six elophones u.sed to f very
one hundred of the population, and that
is a larger i>roportlon than in the City
of New York, where the percentaije Is

only four In the hundred. Suppo.<<e a
municipal telephone seniee was estab-
lished in Toronto, and the number of
pre.«ent users doubled or even trebled,
would It be fair to make up deficits in
the operation of that .service out of the
general tax rates, compelling thousands
of the very poorest ratepayers to pay
tor the maintenance of a service they
never have occasion to use? Until the
cost of telephones Is greatly reduced
so a.s to bring them Into general use. as
lighting and street car services ar-?

used, this particular service cannot be
classed as a public utility. It is very
doubtful whether largre and growing
Individual municipalities will ever be
able to supply telephone ser\'ices nt a
sufficiently low cost to bring those ser-
vices Into general use, because experi-
ence has shown that the cost of equip-
ment and maintenance Increases in

proportion as the number of subscrib-
ers Increases at such a rapid ratio that
the cost of the telephone to the indi-
vidual subscriber Is likely always to
remain so high as to prohibit anything
like generil use.

"This, however, Is not the only diffi-

culty In the way of the establishment
of a successful municipal telephone
service in a community where the
population Is continually increTiing
and the telephone area constantly en-
larging in more or less unexpected
quarter.?, as is the case in all populous
communities in Canada. The very na-
ture of the service involves an amount
of expert skill In working out progress
plans of probable increases, which
have to be taken into consideration In
the installation of plants and the ar-
rangement of equipment, which the m-
divldual knowledge of local municipal
experts having Imperfect access to the
experience of similar undertakings In
other and larger centres of population,
might easily result in the enormous
loss of capital and a consequent In-
crease In the cost of the service.
"Take the telephone problem In the

City of Toronto, for ln.3tance. The tele-



BRITAIN'S EXPERIEiXCK OF VllUAC OWNKRSHIP

phone area consists of the city ami Its

Immediate suburbs, having an estimat-
ed population of say 'ISOpOOO at the pres-
ent time. The Bell Telephone Com-
pany have In operxtion In this aixja
some 15.000 telephones, which Is e.iuil
to the proportion or six telephones fni
evpry one hundred of the population.
The engineers of tlie comiiany long
ago, when the numbor of telephones in
use \va.^ niuf.n smaller thin now, made
a special study of \o':a.i comlitions with
a view to determining the proper lay-
out of a plant necessary to provide for
future increa-ses. Tills ne-essltatp'l
years ago the Installation of mufli
plant whlrli is only now coming into
use. The present progres.^ plans of the
company are based upon the popula-
tion flfrures for the past twenty years.
As the linear rate of increase has slight-
ly fallen off during the last decade, a
flat linear rate for the future equal to
that of the la.st dscade was assumed,
which brought the estimated popula-
tion in is:-! up to about 375,000. Work-
ing upon the same lin^s, it was assum-
ed that the <elephone development \vill

Increase from six per cent, to about 15
per cent, of telephones, which would
give in 192') a service of 56,250 tele-
phones in the area which has now only
15,001) lele.ohones. In the gradual work-
ing out of Ou- telophnne problem in the
City of Toronto along these lines all

plant and equipment is so planned as
to admit of the handling of a service
•comprising 5t!,250 telephones in 1920. If

It IS found that the estimated increase
of demand i.s greater or less than the
development plans show, either fro.-n
experience of other companies else-
where or from some change in local
conditions which are not in accord with
past experience, the development plans
have to be changed. For these
reasons lar?e capital expenditures have
to be made continually In nlant which
is not used at ail for years after it is
installed, in order to provide for In-
creases in the service which ocscur
years afte»-.

"There Is probably no service design-
ed as a convenience to the public that
ts In so evolutionary a state as the tele-
phone, and in this fact consists one of

the greatest dangers of a municipal
ervtce. In connection with the Amer-
lean Telephone and Telegraph Com-
pany, there is an organization deslgm-
ed as a sort of clearing house for en-
gineering and other expert Information
relating to all telephone equipment and
operating methods, which Is constant-
ly referred to by the various telephone
companies on this continent, including
the Bell Telephone Company of Can-
ada. The benefits of such a clearing
house can hardly ba estimated by any-
one not familiar with the enormous
mechanical difflcultles of a growing
telephone service, it:i comprehensivij
reports, exhaustive tests and exact in-
formation having been found absolute-
ly essential to the economical and suc-
cessful development of the telephone
biuiness. The absence of this facilltv
would greatly increase the difficulties

of a municipal service of any consider-
able size, owing to the costly and con-
tinuous errors which are .sure to be
made in the installation and equipment
of a telephone system.

«<I;i>iBn»'N f':\:>i-ririic<-.

"The experience of the city of Glas-
gow furnishes a good example In this
connection. It was the first city in the
United Kingdom to establish a muni-
cipal telephone undertaking. Se
years, from 1893 to 1900. were spent by
the city in obtaining the consent of the
central government, and even then a
proviso was inserted In tho license lim-
iting the life of the enterprise to thir-
teen years, at the end of which time,
WIS, it is the intention to nationalize
the telephone services of the United
Kingdom.
"Notwithstanding thi.s short lease of

life, the popular tendency towards
municipalization at that tlmo induced
the city to proceed with the enterprise.
The services of an expert were engag-
ed, who advised the Installation of u
call-wire system, which had already
been discarded as unsatisfactory in
Philadelphia and other cities of the
United States. About $1,351,690 were
expended in installing a plant with a
capacltj of 9,000 subscribers. Tele-
phone rates were immediately reduced
by ono-half as compared with those
previously charged by a private com-
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P«»y holdln* a franchise. Ab the pri-
vate company, however. remaJned in
the Held, business houses were com-
pelled to put In two telephones In order
to secure the full complement of calls
which the dual system afforded

"It V.BM m 190S that the. difficulties
of the municipal system really began
The Council then began to discover
that It had not secured the best sys-
tem In the first place. Then the capa-
city of the plant was exhausted, and it
was face to face with almost a com-
plete renewal or substitution at a great
capital expenditure In order to give a
satisfactory service and provide for
the Increases In the number of sub-
scribers. During a discussion In the
City Council In that year over the
telephons accounts, a member of the
Telephone Committee. Balllie Burrell,
estimated that In order to come out
even at the end of the telephone lease
without further capital expenditure
upon plant, and taking into account
the amount the city would receive
from the Government when the system
waa taken over, it would be necessary
to put away for depreciation on plant
alone some $740,000. The City Council
since that time has steadfastly refused
to make any large expenditure on cap-
ital account, principally because such
expenditure, though necessary, would
have brought down upon them the dis-
approval of the majority of the rate-
payers, who resented the Idea that a
municipal enterprise, which was used
by less than one In sixty of the rate-
payers, should become a charge upon
the general rates.

"The result to-day is that the munici-
pal telephone system Is falling into
disuse, because It la unable to give a
satisfactory service and meet the In-
creasing demands made upon It. I was
told in Glasgow laat Summer that the
city stood to lose a million dollars
upon its municipal telephone under-
taking when the system was taken
over by the Government In 1913, even
after making a fair allowance for all

that could fairly ba expected in the
way 01 compensation. The initial mis-
take that Glasgow made was in reduc-
ing the telephone rates to subscribers to
the actual cost of running what atter<

wards proved t.> be an Inadequate ox-
change, but want of success was also
due to lack of experience, though 01a«-
Cow** municipal enterprises are sup-
posed to be the most successful of any
city In the world.

The Winnipeg Case.

"In this country the case of Winni-
peg Illustrates the difficulties which
face even an expert telephone organ-
ization in providing for the wants of a
growing community, and gives some
conception of what a municipality
would have to contend with under sim-
ilar conditions. In 1896 the Bell Com-
pany erected a building and Installed a
switohboaia and plant designed to
carrj' the traffic for six years. After
four years It became necessary to in-
atall a new switchboard, which was ex'
pected to last ten years. The estimat-
ed rate of increase continued for only
two years, when a wholly unexpected
demand for telephones arose, with the
result that at the end of Hve years the
capacity of the plant which had been
expected to last ten years ^vas ex-
hausted. The company is now extend-
ing Its buildings, putting in a third
switchboard, differing from the old one
in nothing but Its g. ater capacity for
subscribers' lines.

"Thus It Happens that within a period
of ten years the telephone development
of Winnipeg has Involved the install-
ing of three distinct central office
plants. The Bell Company, because it

does a general business, can use Lne
old boards elsewhere, and thus reduce
the loss on plant to a minimum, which
the municipality could not do. The
fact remains, however, that had the
telephone service of Winnipeg been a
municipal undertaking the progress of
the past ten years would have necessi-
tated a capital expenditure far larger
than could possibly have been foreseen
when the undertaking was commenced.
"Summarizing the results of munici-

pal ownership, as applied to a tele-

phone service, my own observations
have led me to the following conclu-
sions :

"There are, both in Great Britain,
the United States, and Canada many
small communitlet} which operate mu-
nicipal services at comparatively low
rates, and with. In some instances, at

10
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least nominal profits. These oommunl-
tlos, however, afford no indioation of
the prospectA attending similar enter-
prises on a larger scale. The very na-
ture of the telephone buaineaa Is such
that the cost of maintenance and man-
agement (apart entirely from capital
Investment) Increase rapidly In pro-
portion to Increase In business, it is
obviously cheaper In proporUon to
»lve each one of two hundred subscrib-
ers a connection with the remaining
199 than It Is to give each one of 10,000
subscribers a connection with the re-
maining 9,999. There are a dozen rea-
sons for this fact whloh must appeal
to the common senae of any business
mjui.

"These small exehanses, U exposed to
suddenly-Increased demands, are usu-
ally found to be entirely unsulted to
supply such demands, except at a con-
siderable or total loss of their switch-
board and plant Investment. An in-
stance of that Is before us now In the
case of Port Arthur and Fort William.

"I do not know of a single large com-
munity to-day operating a municipal
teleplwne plant with even an approach

to flnanclal success, the dlfflculUes in
each case being such as I have oi lined
In one form or another.
•Furthermore, and of Importance

!.uoh partial successes as have been
made by municipal exchanges of small
size have I.ecn In each case quite in-
depandent .f any rel.ation to long dis-
tance telephoning, a convenience which
Is (trowing very rapidly in commercial
i-se. For the successful operation of
long-distance lines uniformity of
equipment and management Is abso-
lutely essential. The working day of a
long-distance telephone wire is necsb-
sarily short, being limited to the hours
In which people a-jtually wish to con-
verse with one another. Therefore
promptness of service Is of paramount
Importance, and even with the best fa-
cilities known it is found that of each
working hour an average of I'O min-
utes Is now consumed in seeking and
making tho necessary connections. To
operate such a service between com-
munities having independent staffs.
fi;l)Ject to varying rules and methods,
would ro reduca the capacity of long-
distance lines as to render them of lit-
tle nubile utility

11








