
Should the Public Own Its Utilities?
The British Verdict

By PHILIP CHANDLER

(I) The General Problem.

IN mod.e~n communities, water, gas and
. electrlCity supply, public transporta

tIOn and communication services are
considered essential utilities. For tech
nical .reasons, they are most efficiently
supphed under monopoly conditions.
Should they be owned by, and managed
in order to make profits for groups of
private investors? Or are they better
supplied by public bodies-municipal
ities, State departments, or ad hoc public
authorities? Should the public own its
utilities?

. The debate is an old one, and any
d,scusslOn to-day revives the historic
duels of thirty-five years ago, when
Lord Avebury' and Mr. Shaw' contested
the field, the London Times reviewed
the problem', and the British Parliament
itseli displayed a lively interest in the
question'. It is, perhaps, possible to
condense the essence of the argument
into a few sentences.

The case for private ownership rests
on the conviction that, where private
Investors sink capital in a utility plant,
and through effective direction look to
profit from their investment, the mana"e
ment is likely to display enterpri~e,
economy, and adaptability to consumers'
needs. Against this it may be argued
that private monopoly control of every
day necessities brings the danger of
consumer exploitation, either through
exceSSI va price or inferior service, and
governmental regulation of utility com
pames has not been able to prevent such
abuses. Where, on the other hand,
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private ownership of utilities has opera
ted under competitive conditions, the
result has ofteu been under-development
and inadequate service.

The argument for public ownership
turns on the belief that the public will
be better served when the central pur
pose. of management is, in fact, public
servICe rather than private profit, and
that economies in management and in
the cost of capital will be possible.
Against this it may be argued that
with ownership and risk-bearing diffused
through the community, and without
the spur of profit behind management,
enterpnse and flexibility will be lacking;
that political considerations may dis
tort policy; that the patronage created
IS an unhealthy element in a public
authority; that if a department of local
or central government, the form of or
ganisation will not be well adapted to
commercial direction; and that the manag
mg commrttee, being elected representa
tives, are likely to be amateurs in the
control of utilities.

These arguments could be (and have
been elsewhere) elaborated at length;
but a more fruitful discussion may emerge
from an appeal to practical experience
in Great Britain.

(2) British Utility Development.
Britain was the first country to develop

the utilities, beginning with the growth
of industrial towns more than a hundred
years ago, though in later years progress
was faster in the New World. Water
and gas supply, main-line railways, tele
graphs, street railways, telephones and
electricity supply systems were succes
sively introduced in the course of the
last century, and this present century
has brought omnibuses and radio broad
casting.

Everyone of these utilities, except
the main-line railways, has been developed
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both by private and public ownership;
some idea of t,be present division is given
by the following figures relating to capital
investment.

These figures show a capital investment
in utilities approaching £2,500,000,000
(perhaps a quarter of Great Britain's
industrial capital), fairly evenly divided,

the case of electricity supply, developed
from 1880, governmental regulation made
the way easier for municipal, and harder
for private enterprise.. There was a big
development of mUDlClpal ownership in
this field, partly to counter the priyate
control of gas supply, partly in conso
nance with the spirit of the times; but

Capital Investment in British Utilities

Investment by:

Public Agencies
Utility

Water .
Gas .
Main-line Railways .
Street Railways .
Omnibuses .
Electricity .
Telephones and telegraphs .
Broadcasting .

TOTAL .

Private Agencies

Joint Stock
Companies

J.OOO,OOO

25
140

1,000
20
50

150

1,3S5

(I)
:Municipalities

000,000

100
80

80/
10/

300

570

(2) ad hoc
authorities

000,000

50

JOO

50

3

203

(3)
State

'000,000

200

200

allowing for the llwater" in the railway
capital, hetween private and public con
trol, though in the ease of individual
utilities, the balance is far from even.

The present position was determined
by certain historical factors. Gas and
water supply utili ties were developed
from the beginning of the last century,
belore the municipal authority as we
know it, came into being, by private
companies, subject to governmental re
gulation. But regulation was found in
adequate to prevent monopoly abuse,
and after 1850 many local authorities
sought and acquired legal authority to
take over water, and, in fewer cases,
gas supply. In the London area, no
single municipal area was sufficiently
extensive to take over the water supply
from private ownership. For that pur
pose, a joint board of some sixty London
municipalities, the Metropolitan Water
Board, was constituted, and took over
London's water supply in 1902.

Such dissatisfaction was felt towards
private ownership as it had operated
in the water and gas utilities, that in

the most recent de"elopment has been
the establishment in 1926 of an ad hoc
public body, the Central Electricity
Board, to carry through, on a national
scale, what neither private enterprise
nor municipal trading had been able
to achieye-the integration of electricity
generation and transmission in Britain.

In the case of street railways, beginning
1870, governmental regulation made pri
vate de,-elopment so onerous that almos\
all extensive systems were built by muni.,.
ipal authorities. Tbe position contras18
strikingly with that of the main-line
railways, where, because no local au tho
rity area was sufficiently extensive, and
no national statesman (except Mr. Glad
stone) sufficiently interested, develop
ment right through the past hundred
years has been exclusively by pri\'ale
enterprise-by a diverse multitude Il
companies which were in 1921 amal
gamated, under governmental pressure,
into four great company groups.

Different again has been the course
of omnibus development in this century.
Here municipal enterprise was retarded
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partly by the technical question of size
of area, and partly on account of local
authority capital investment in street
railway systems. In the London area,
however, competition between private
ly-owned buses, underground railways,
and publicly-owned street railways grew
to such an uneconomic degree that all
were taken over and amalgamated six
years ago by a vast ad hoc public body,
the London Passenger Transport Board.

Telegraph, telephone and broadcast
ing systems were all cradled by private
enterprise in Great Britain, and then
connrted to public ownership. The
telegraph system was bought from pri
vale companies by the General Post
Office, in 1869, to ward off the threat
to the postal revenue, as well as to end
monopoly abuses; the telephone system
waB then developed by private enterprise
in competition with the G.P.O.'s tele
graphs and so, in its turn, was bought
up by the G.P.O. (1912). Radio broad
casting began nearly twenty years ago,
and after five years operation by a pri
vate company, was transformed into
the British Broadcasting Corporation
of to-day, an ad hoc public body.

The result of these developments is
a rich variety of utility organisations in
Great Britain to-day, and from this
variety it should be possible to draw
conclusions on the issue of private versus
public ownership, of some significance
outside the British scene.

(3) Results in Great Britain.
It would be convenient to set down

a page of statistics based on this exper
ience, which would settle the question
01 public versus private ownership of
utilities for all tinae. This has been done
olten, with results equally convincing
lor both sides.

Tbe fact is that such comparisons,
whatever industry has been applied to
the investigation, and whatever ingenuity
used in "correcting" the figures, are
01 little general validity. If results are
cbompared lor a single utility undertaking,
clore and alter public acquisition, they

are likely to be similar in the short run,
but to differ over a long time, on account

of factors independent of the nature of
ownership and form of organisation.
If results are compared even for large
and representative groups of publicly
and privately-owned utilities, operating
in what appear comparable conditions,
at the same time, conclusions are usually
rendered of little value by a variety of
extraneous factors. Laboratory condi
tions are simply unattainable, though
striking results have been reached by
partially isolating individual specinaens!

Those who have most carefully studied
these problems are lorced to make cautious
judgments. Douglas Knoop, after a
thorough investigation thirty years ago
concluded:

"Taking all the attendant circumstances
and conditions into consideration, municipal
trading in itself ca.nnot be regarded as a. de
sira.ble institution; the management of in
dustrial undertakings is not really a suitable
sphere of activity for a local authority.
Nevertheless, in certain cases it may offer
a reasonable prospect of serving the general
public better than private enterprise, and in
consequence, the municipalisation of particular
industries may be justified. These industries
are such as have So strong t-endency to become
local monopolies, whieh is genera.lly true of
the tramways (street railways) and of water,
gas and electricity supply undertakings."&

A Committee appointed by the British
Government, to report on the trade
and industry of the country after 1920
wrote that "the trading activities of
the public authorities ... have not lagged
behind, and in some cases have out
distanced private enterprise in the rate
of progress, as tested by ordinary cri
teria. IIG

The two coneiusions, made by very
different observers, nearly twenty years
apart, serve to emphasize the inappro
priateness of any single and simple answer
to the question at issue.

(4) Conclusions.
Perhaps some more positive conclu

sions may be drawn from the Brltish
experience. It is clear that the most
lurid predictions on either side have not
materialised. There have been cases

5. D. Knoop: Principles and k[ethods of Municipal
Troding. (1912) p. 382.

6. Committte on Indllstrll and Trade: Report on Further
Factors 'in Industrial and Commercial Efficienc/I.
(1928) p. 40.
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of monopoly abuse by private companies,
and instances of corruption and slack
ness among municipally owned utilities;
and there have been very many success
ful examples of each.

Broadly speaking, public ownership
of utilities in Great Britain has a credit
able record for honest service to the
public, and it certainly proved, in many
instances, during the last century, a
means to end the depredations of private
monopolists. It is, however, worth re
viewing certain characteristic difficulties
and limitations which have appeared
from time to time.

Public ownership has somewhat failed
in developing a wholly satisfactory con
ception of "public service". It has
striven to imitate private enterprise
and present a good balance sheet for
individual utilities, rather than to maxi
mise service to the public by equating
social with financial considerations, or
by co-ordinating different utilities. A
notable and topical instance is the case
of gas and electricity, where the respective
departments of a single municipality
often work in quite uneconomic competj.·
tion, and local authorities will sometimes
cheerfully sell their gas undertakings
to private companies, in order that their
electricity departments may compete even
more freely!

The importance of expert management
has often been inadequately appreciated
by municipal authorities, which is par
ticularly dangerous when the formal
control of management rests with a body
of elected representatives, rather than a
board of directors, more likely to have
some expert knowledge and longer ex
perience of utility matters. In some
cases, the danger of the amateur in con
trol has certa.inly materialised, usually
in the form of indifferent management
but sometimes of brilliant schemes, which,
though pleasantly spectacular, would not
be justified by any balanced considera
tion of economic and social advantage.
There have been, also, many instances
where commercial enterprise has been
choked by administrative procedure, and
the bureaucrat has subordinated the

utility manager. Finally, technical de
velopment in the utilities has made the
area of a municipality increasingly less
adequate as a unit for supply purposes'
some attempt has been made to meet
this problem by constituting joint util
ity boards from neighbouring municipal_
ities, but such experiments have been
few, and not notably successful, except
perhaps, in the case of the Metropolita~
Water Board.

There has not, however, on account
of such factors, been any retreat from
public ownership. Very much the re
verse. Recent utility developments have
been, in the main, towards public owner_
ship: what has happened is that the
form of public ownership has changed.
Experience has shown that the size
and organisation of both municipal bodies
and State departments render them far
from ideal for dealing with the technical
and commercial problems of a utility,
but the idea of public ownership is firmly
established. The net result is that the
most recent developments in the utility
field have been in the form of public
corporations, semi-autonomous bodies,
usually financed by loan capital, and
with a directorate appointed by thc
central government, for the purpose of
administering the utility concerned in
the public interest.' Such are the British
Broadcasting Corporation (1926), the
Central Electricity Board (1926), the
London Passenger Transport Board
(1933), and now the civil airways and
radio-cable co=unication authorities.
Perhaps a public corporation owning all
the main-line railways, possibly dominat
ing also road haulage, and even road
passenger transportation, may emerge
from the present war. Perhaps the pro
posals of the McGowan Committee on
Electricity Distribution (1936) will Tbe
implemented, with public corporations
ultimately controlling all electricity sup
ply utilities in Great Britain. When that
stage is reached, it would be surprising
if gas utilities did not pass in some meas-

7. The best discussion ot these Dew developments II
in Lincoln Gordon: The Publtc Corporation ill
Great Britain. (1938).



PUBLIC AFFAIRS 109

ure, under a similar control. This is
speculation; but the tendency is strong
to-day, and may be strengthened in
the reorganisation which will inevitably
follow the present conflict.

Perhaps the development of the public
corporation is just another example of

British compromise (though similar tend
encies have appeared elsewhere)-an at
tempt to combine the merits of commercial
enterprise and public control; at any
rate it seems to be the contemporary
British answer to the question of publie
ownership of utilities.

NewFoundland and Its Fisherie s
By RAYMOND GUSHUE

IN writing on a subject such as the pre
sent, a statistical service at one's elbow

is a great temptation. It is one, however,
which must be avoided lest the proverb,
llL'appetite vient en mangeant", be
illustrated. The use of statistics is often
like concocting a cake, which, while
easy to mix, is hard to digest.

When a visitor from outside first
arrives in Newfoundland, he is enjoined
with mock over-emphasis, to avoid the
pit-fall of speaking of "fish" uuless he
is thinking only of cod. If he wishes to
discourse of other denizens of the deep,
he must particularize. And this illustra
tion gives, in miniature, the story of
our fishing industry through the cen
turies,-the story of salt cod. The Grand
Banks, off the South Coast of Jewfound
land are knO\vn internationally as one
of the greatest fishing areas in the world,
and fishermen from many countries have
frequented these waters in season-the
Gloucesterman, the Lunenburger, the
Basque, the Portuguese, the Spaniard
and others, in common wi th the New
foundlander. Less well known inter
nationally, but familiar phrases to New
foundlanders are the "Labrador fishery"
and the "Inshore fishery". The former
witnesses a seasonal migration of hun
dreds of vessels and thousands of men
to the Labrador Coast, while the Inshore
fishery is prosecuted on every portion
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of the Coast of Newfoundland, principal
ly by the fishing population of each set
tlement, although some go farther afield.
All these men are engaged in the produc
tion of salt codfish, of which Newfound
land waters have, over a long period
of years, been the world's greatest source
of supply.

The predominant part which the salt
cod industry plays in Newfoundland's
economy has already been indicated.
There are other fisheries, such as salmon,
herring, halibut, smelts, turbot, etc.
the sum total of which does not approach
that of the salt codfishery, in terms of
employment or production. There is
no country which has been more depend
ent on its fisheries than Newfoundland,
and no country in which, up to the pre
sent, the salt codfishery has so complete
ly dwarfed all others. That is why, in
the depressed state of the industry,
Newfoundland has felt the pinch more
than other countries. For the salt cod
fishery has fallen on evil days and for
some years has been in a depressed state.
This is a world condition, and one which
has produced some remedies which, while
of tempora.ry benefit, may lead to un
fortunate results. In this regard, each
producer is much less likely to blame
himself than his neighbour. Let us ex
amine some of the causes of the condition,
as seen from Newfoundland's angle.

1. Salt codfish is not a luxury article.
It might be said that it is not generally
in demand among urban populations.
This factor has its effect on demand and


