complete turn-about in the public view regarding tranehilci*"lhi_'
an evident fact perhaps, but nevertheless, one that is often rge
in these days of criticism of public service corporations when Dﬁﬂb
the bost are thought to have deceived the people into |111a; s!Ir
enormously valuable rights._ In the early days, the street 1milln; ;f
telephone, electric light and gas plants were 1nstitut10na tﬂ ht urt
ed and encouraged., Citles were proud to be able to attract 1&&&!!‘-‘
some capital to provide these evidences of civic growth nnd Iil&ﬂhw
Unfortunately for the freedom of the venturesome cnpital, all thun..
public services required the use of the streets oithor lbﬁvl, uo&qp?ﬁgi

on the surface, and the chnngea in public opinion have been QI‘U an
gradual from a belief in ragulations and restrictions bcttnﬁt #8;
use of the streets, to a belief that pretty nearly all ths _thfi,
profit of these enterprises hzs been due to the people, and that
therefore, the profit belongs of right tO'thi.pooplo. i

It il interesting to speculate as té_th- ;ﬁit i_
would-now be toward the coal business, for Lnltlunqi;gfhf'
ness, or milk business, or oil businesa,'tf 1t.§h§" 1
the distribution of these necessities iﬂ put erm
the streets, It was a narrow oscqpn thr '
doal wagons, or ice wagons, or 01l wagor
so slender a viro above the ltavlt
: mud ipso facto be pmu '




would belong to the public that made them possible, As !
'm and the oil with their potential energy that m T/
and light lnﬂ heat, are moved without rogulatlan or rt" _‘f£‘
the pavements paid for by the people (and the pttdtiartllvllig
J this coal and oil are looked upon only as produatl‘or Itni#!&r
@ private business; but units of eleetric energy, l&tﬂ;ﬂlﬂiﬂ pntdht&ﬁl
&  power and light and heat, are carried along unheard snd uuﬁiln au-l

' W

B wire overhead or underground, and these units of energy by lndﬁpn

&  reasoning, sre the product, not of private busineag,-butfprﬁguhxgg

o service and the nominal owners of the business are to be considered
) as the trustees of public assets, This different view arises, of

pen course, because of the assumption that enterprises raqutrinsfp!xl~ :
1 anent structures in the streets are monopolies nhile_othe%a‘kro nﬁtm :
o Monopoly is assumed in all discussions of the duties of public aﬁ?-t
G0 vice corporations, but it is rarely conceded legally andlil not'aﬁgﬁh4
" T dition practically. These enterprises are accused of extortion !ﬁlp'
0x they make the profits of competitive business, and, on the other

hand, are not allowed the security of monopoly.
o It would be interesting to speculate on uhat th.'n!hlilﬁ-'
& Yiews would be if electricsl development had been in the dxrqd&xﬂp ot:
distributing storage batteries in wagons or if talophonv hud ﬁuln ii¢ '
ax _ tirtt hecn wireless, but it is of little moment boaﬂala !hn ,1 ; '
(o _:tl the value of public franchises, and for the street. rl&llﬂ&,
m compeny, and ‘electric light and t:hpham, all u m




‘sueh question - the real point 1s the sort of mt w m

rate that will not attract savings, the franchise for such ﬂi'm-wé-

_ oﬂ‘tm that indicate a feeling on the part “
.,ﬁm about as good to prevent a corporation

8.

how much the public can take out of these enterprises witho
them or provonting their growth. And as one gets Mmh 3 e rea.
question of franchise values, he finds that after lﬂ. thers ﬁ

make the franchise itself of exactly zero value to M wm. at o
franchise has value, that value is something the rmblt. ﬂ.M lwn
had for itself and it will feel wronged - if the franchise has ltil.;
than zero value, the enterprises will not be urriod&- . '
Men are not urged by irresistible dosiro-s'to-'.dmﬁ Mw
money, time and thought to public serviece enterprises. Bulinnhl
with their rewards compete for money, time and thought, and hm&-'
ment and endeavor will go where the assured returns are the nnlul‘h |
With any enterprise there is a rate of return, depending t!pen con- :
ditions, at which the savings of men will be attracted fer iggﬁhtﬂiuet
If the rate of return in a public service enterprise is cut 'do\fm il‘

prise is obviously worth less than nothing and the service u.u m
be undertaken, or, if already undertaken, will not be extended. I!
the rate of return is just enough to attract capital, the rrmn :
will be worth exactly nothing, while if the assured rate of !tm, w.
possibility of return, is very attractive, the franchise will nave a ':'
nluc, because capital will compete for it and a hunm 'ﬁ“ h m C
ﬂhr the right to invest. Most of the attempts to get b«ih e
N!'Viu corporations the value of the rrunoh.tm mﬁm




g 4.

to get something from the corporation. One ecity tnxuilhiallu‘lﬂiﬂjﬁg i

the efficient running of the business; if, in aﬁditlnn, iiu.*'ﬁﬁﬁ
tliih the Company to be secure from menaces S0 ﬁhpt ‘hﬂ et

illustration of this:t The street railways wished to hn!n.ihltb_ii*- _
rights more clearly defined so that the stability of 1n!tqtiihtlﬂihi‘
be assured, but members of the Council objected because 1%_!!@ , .
"simply a scheme to enable the street raiiunya to sell their bonds"i
They evidently were counting in some indefinite way upon that ﬁn@*
existant, irresistible desire to furnish money for such enterprises.
There can be no satisfactory settlement of the r:lations between
municipalities and the public service corporations uniii each side
recognizes clearly the limitations under which it can act. Corpora-
tions cannot expect to have franchises of value granted to them for
nothing, They will have to come to the realization that there "'-
but two things possible, =ither a franchise of exactly zero value, in
which case the customers of the corporatién get the advantage of the
arrangement, or‘a franchise of value for which the municipality as a |
whole must be paid the full value. The municipalities on their part
cannot do the best for themselves or the customers of the oorportt&&n
unless they realize that public service enterprises cannot be extend-
ed unless there is assurance of sufficient return to attrnot_cﬁpitilj
that the more they can help the Company to operate efficiently and
economically and the more stable and assured they can make the v

investment, the lower rates and better service they can exact. If

they can relieve the Company from expense by refraining from ultl&ti
regulations and restrictions; if by refraining from 1utltfiwvnﬁl; |
they can leave the operating force free to devots their llﬁlltl#ﬂ ﬁl




R SRR SR S S 28

Bs .

'-" "m e stable, then 1t will be found that the sarning power o
| mhxpnn will be a maximum and new capital will be ;_'
low rate of return. Under these conditions charges for,
'©  reduced by regulation to a minimum, : W e
5 A public service corporation has an established pll'l lt tﬂ

=" business, but it also always has, (if it is progressive), m”
5'  that is not well established -- business that may be lost at the W

,
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—  sign of commercial depression, There is, moreover, always msm-uu

:i{_; bnsilul_a‘ that must be reached out for, that requires advance mm-

e t&oﬁ and investment. It is an easy matter for the people, in an

e uttﬁpt to praveht profits to the corporation.-, to injure a pari of

> mlmitoa, for, if they insist that the rate of return on tl'll‘ invest-~

i ment be so anlu as not to attract capital for the semi-speculative

o oxt!nliohl, the corporation is obliged, not from innate euuiﬁt“,,.

—  but because of the laws of economics, to limit its field of ap'm‘it‘an:

> to the assured business., If a city insists that the life of a fran-

5 chiu'lhall be short, capital cannot be attracted by f:he rate of return

> that would be satisfactory with the same enterprise with a perpetual
.  franchise, Investment with the short franchise can be &mmﬂf i
%@, in case the rate of return is sufficient to provide the uumam

e rate for a perpetual franchise plus a return that would pay for insur-
(> anee against loss in case the plant had to be sacrificed at the Mgf i
—  the franchise period. A short term franchise is a needless m M

fo there is no way to prevent the public from paying for the MM
| If a franchise is exclusive, the corporation Ml- m 8
“to mnhan the security of its investment rm m» ﬂm”




m ef rates cannot force thn rats. of N
!ht uturactoqr franchise has yet to ln te
is men. 1t will be a zero value franehiu. 7 It 1‘! '.‘

mt mnﬂned to the oasentj.al questions -- How much real W
hﬂatﬂ in the enterprise? and, How can investors be uﬁo tc e
mﬁmn rates of return and yet be induced to give good Mﬁrﬁo
the ‘widest extension of service? -- the people will get tll m‘ﬁ M
is possible to get, the investor will have the feeling of |

is willing to pay for, and the managerwill be able to thw“

Ml.y to public service.




