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In general, however, consolidation of the utilities in-
dustry increased capitalization by geometric broportions. In
1888 capitalization for all New Orleans utility companies
did not exceed $5 million. But, by 1897, at the height of
the electrification movement, capitalization stood at $22
million, and in 1901, on the eve of monopolization, capita-
lization for both of the major utility companies probably
exceeded $36 million, a sum critics charged exceeded the
"actual" value of the investment in the operating companies.
The businessmen who fabricated the consolidation of the
utility industry in New Orleans defended consolidation as
a practical business consideration and as a civic virtue.
Consolidation, they claimed, promised greater business effi-
ciency and progressive economies, permitting the utility
companies to plan the extension of services, improve the
quality and reduce the cost of service, and generate higher
profits for the company and dividends for stockholders. (A
large proportion of the profits would, presumably, be
returned to the community in the form of improvements in
service or a decrease in rates. The increase in profits
would also be returned to the community in the form of addi-
tional investments.) Consolidation would perforce promote
the expansion and development of New Orleans, virtually as-
suring the city of greater tax revenues to fund necessary

social services like schools, libraries, roads, street
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lighting, and sewerage and drainage systems.*"®

The consolidation of the street railway companies, con-
trary to the public expressions of the new utility managers,
did not improve service, lower costs, initiate greater effi-
ciency, practice "progressive economies," or promote the
civic and social advancement of New Orleans. The sole design
and purpose of merger and consolidation was to gain control
of the market; to expand the investment opportunity of local
and "foreign™ (northeast) capitalists. After the consolida-
tion of the streetcar lines, service remained incidential to
revenue and profit. The financial obligations of the new
corporations compelled them to ignore the obligations of
their franchises (consolidation and merger did not relieve
the new companies of the franchise obligations of the under-
lying companies), curtailing service without the consent of
the city council, refusing to honor the "transfer™ system,
and avoiding their paving obligations. Least of all, consol-
idation failed to advance the physical and social betterment
of New Orleans. consolidation did not win the good'will of
the people or government of the city. Throughout the 1890s
and well into the next century, the utility compamies and
the public bickered over the quality anﬂ cost of services.
The companies resisted efforts to improve or maintain the

level of services, willfully ignoring the terms and

18Thomas Ewing Dabney, "Public Services of New Orleans"
(typescript in the possession of New Orleans Public Service,
Incorporated, n.p. n.d.).
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restrictions of their franchises. The city government, oper-
ating within the limitations set by law and precedent (and
working under both "machine"™ and reform administrations),
achieved only grudging compliance from the streetcar and
utility companies, often resorting to expediency and compro-
mise in dealing with public service.»? The attitude and be-
havior of the utility companies (and the success of the
municipal ownership movement under the Sewerage and Water
Board) convinced some influential members of the municipal
government that the city should own and operate transit,
gas, and electric services.®

The consolidation of the public serxvice utilities did
not result, however, in the municipalization of the street
railway and utility companies, but in the loss of local own-
ership and management, the erosion of public control over
the essential services of the city, and the monopolization

of those services by a single corporation, itself operated

17Nussbaum, "Progressive Politics," 114-24; Gavin Wright,
"Regulation in American History:The Human Touch, " Reviews in
American History, 14 (June 1986), 166-67. The two notable
exceptions were the city government's response to the two
bitter and costly street railway strikes of 1892, which pre-
ceded a general strike, and 1902. In both instances, the
city administrations of John Fitzpatrick (1892-96) and Paul
Capdevielle, both Regular Democrats, compelled the companies
to settle the strikes in favor of the union. (In 1892, the
companies and the reactionary press dismantled Fitzpatick's
settlement by appealing to the governor to break the
strike.)

19yalter C. Flower to Leonard Darbyshiere, October 6,
1897, vol., 72, MCLMO, CA, NOPL; Flower to James Higgins,
April 25, 1900; Paul Capdevielle to James C. Henriques,
June 25, 1900, vol., 79, ibid.
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for the benefit and profit of "alien" stockholders and com-
mercial bankers. Late in the fall of 1901, the New York Se-
curity and Trust Company sought the consolidation and con-
trol of NOCRC, NOCRLPC, New Orleans Gas Light Company, and
the four other independent street railway companies. By
early 1902, the trust company had acquired a majority of
the capital stocks in the streetcar companies to justify
the creation of company to manage its holdings and operate
the underlying service companies. In January, 1902, the New
York Security and Trust obtained a charter from the State of
New Jersey, incorporating the New Orleans Railways Company
(NORC) at a mere $5 million. NORC offered the security
holders of NOCRC, NOCRLPC, and the other companies the
option of selling their stocks and bonds at a price fixed
at five dollars above their local selling price (at the
time New Orleans had its own stock exchange) or of exchang-
ing one stock for another. Since NORC preferred exchanging
one stock for another, it proposed converting preferred
stocks into bonds, discounting its preferred stock, and
issuing common stock as a bonus on all exchanges.*®

By early May, with the consolidation plan near comple-
tion, the New York investors recapitalized NORC at more than

$72 million. (Estimates concerning the precise recapitaliza-

12Reclassification, 28; New Orleans item, April 6, 1919;
Fairclough, "Public Utilities," 46-47. Most security holders
exchanged their securities for those of NORC. The notable
exception was the Newman family, who demanded and received
cash (rumored to be in gold) for its holdings.
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tion are muddled and confusing, ranging from a low of $72
million to a high of $98 million.)2° Under the terms of the
recapitalization plan, each of the "constituent"™ or under-
lying companies—-the streetcar and electric companies and
NOGLC--retained its own corporate identity and maintained
legal ownership of the franchises and the physical proper-
ties. In practice, however, NORC owned and controlled each
of the operating companies, holding nearly all the mortgage
bonds and the preferred and common stock and operating the
underlying companies through interlocking management and
boards of directors.z*

The underlying companies, however, could not generate
enough revenue to operate the system and satisfy the demands
of NORC's bloated bonded debt. Within two years of the com-
pletion of the consolidation and monopolization plans, the

New York Security and Trust Company, renamed the New York

20The recapitalization estimates compiled by successor
companies show that NORC issued $40 million in bonds to
purchase the securities of NOCRC and NOCRL&PC, make improve-
ments, and buy the securities of the underlying operating
companies and NOGLC. Company "records"™ show that NORC issued
$10 million in preferred and another $30 million in common
stock for a total of $80 million for recapitalization. The
Item reported that NORC spent $58 million for the purchase
of the securities of the underlying and holding companies
and floated $40 million to capitalize NORC. New Orleans
Item, April 6, 1919; Fairclough, "Public Utilities," 47.

21py 1903, NORC owned ninety-two percent of the stocks
and bonds of all underlying companies. By 1916, NORLC, the
successor company to NORC, owned all but 222,000 shares in
all subsidiaries. Reclassification, 31; Simon Borg and
Company v. New Orleans City Railroad Company, et. alia.,
244 Federal Reporter 617, hereafter cited as Borg v. NOCRC;
New Orleans Item, March 17, 1916; New Orleans Daily States,
April 5, 1916; Fairclough, "Public Utilities," 46-47.
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Trust Company, petitioned a federal court in New Jersey to
place an embattled NORC into the hands of a receiver. The
court obliged the trust company, appointing Elwin C. Foster,
the president of NORC, as the receiver. Several days later,
the federal district court in New Orleans joined the pro-
ceedings, appointing New Orleans businessman Pearl Wight as
receiver and relegating Foster to the role of "ancillary"
receiver.z2

Soon after NORC went into receivership, the new State
Attorney General, Walter Guion, brought suit against NORC,
contending that NORC violated the incorporation law of the
state. The receivers and Guion settled the suit out of
court, agreeing to incorporate any successor corporation
under Louisiana law and to reduce capitalization to $60
million--a $12 million (or $38 million) reduction in capi-
talization. The reorganization and refinancing plan, under
the supervision of the New York Trust Company, called for

the incorporation of a successor company, the New Orleans

Z2In September, 1902, union workers for NORC struck the
company for more money and an open shop contract. The union
immoblized the streetcar system, blocking lines and cutting
power lines. Despite these tactics, the union had the sup-
port of the public and the city administration. Unable to
run its cars or to break the strike, NORC agreed to the de-
mands of the union. Dismayed by the strike and by the pyra-
miding of stocks by the company, Attorney General Omer
Villere brought suit against NORC. He later dropped the suit
when NORC agreed to settle the strike and to refrain from
issuing more stock. Reclassification, 31; New Orleans ltem,
April 4, 1916; Fairclough, "Public Utilities," 50-51;
Charles G. Carpenter, "The New Orleans Street Railway Strike
of 1929-30," (M.A. thesis Tulane University, 1970), passim.
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Railway and Light Company, that would assume the financial
and contractual obligations of the o0ld corporation. The plan
allowed NORLC to issue $30 million in bonds to secure the
bonds of NORC and its underlying companies and to make a
series of physical improvements. The new company also issued
$30 million in stock ($10 million in preferred, $20 million
in common) to buy the remaining securities of NORC and to
meet the expenses of promotion in the "formation and organi-
zation of this corporation and in acquiring and bringing
about the purchase of the property rights and franchises" of
NORC and its constituent companies.?Z2?

NORLC, like its predecessor, was both a holding company
and an operating company. NORLC did not own a single street-
car, a foot of track, utility poll, power house, or repair
shop. NORLC owned nearly every piece of common and preferred
stock in each of the underlying, operating companies, con-
trolling those companies through a single board of directors
and management staff. NORLC operated the lines and services

of the underlying companies by leasing the streetcar lines

23Reclassification, 31-36; New Orleans ltem, April 2, 15,
1915, April 6, 13, 1919; Fairclough, "Public Utilities,™ 47.
Despite the sizeable "reduction™ in capitalization of NORLC,
several critics, in particular, Dr. Valentine K. Irion, the
founder of the Municipal Improvement League, argued that the
latest settlement retained $24 to $25 million in "watered
stock". An audit conducted by Charles E. Wermuth in 1919
was unable to determine the precise valuation of NORC and
its constituent companies. But, as Adam Fairclough points
out, with a funded debt of $159,000 for every mile of track
and $9.00 in "investment" for every dollar earned, there is
little doubt that a sizeable portion of the stock of NORLC
was water.
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and other facilities owned by those companies and paying
rent in the form of dividends on the preferred and common
stock. For example, NORLC owned 98.94% of the preferred and
97.23% of the common stock of the New Orleans City Railroad
Company, controlling the voting interests of that company.
New Orleans City Railroad owned and operated fourteen separ-
ate street railway franchises which it leased to NORLC. In
lieu of rent, NORLC paid yearly dividends of $62,500 on the
preferred stock and $50,000 on the common stock. Those divi-
dends, of course, went to the company that owned the common
and preferred stock--NORLC.Z2*

At first, Elwin Foster, the president of NORLC and the
receiver for NORC, convinced new the board of directors for
NORLC and the public that the latest reorganization had in-
deed worked a financial miracle, making NORLC into a profit-
able and efficient venture. In fact, from the start, NORLC
was on the verge of collapse. The underlying companies could
not produce enough revenues for NORLC to meet its "rentals"
and other operating expenses. Between 1905 and 1907, NORLC
paid its "fixed charges"™ and unearned dividends with money
secured from the sale of bonds. When the recession of 1907

closed off bond sales, the management of NORLC faced yet

24g8imon Borg v.NOCRC 617; New Orleans Iltem, March 17,
May 22, 23, November 26, 1916; New Orleans Daily States,
April 4, May 22, 23, July 24, 1916. The NOCRC operated the
Tchoupitoulas; Annunciation; Colisium; Dryades; Peters; Mag-
azine; Camp and Prytania; Rampart; Dauphine; Levee and Bar-
racks; Canal; Bayou St.John; Esplande; and the Lake and Vil-
lere.
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another financial crisis. Only the acquisition of an emer-
gency loan from the Interstate Bank and Trust Company and
the tireless work of Hugh McCloskey, the chairman of the
board of directors for NORLC staved off bankruptcy. The loan
permitted NORLC to meet its immediate financial obligations
and McCloskey's dedication and tight-fisted management
allowed NORLC to borrow additional, larger sums from New -
York and Philadelphia banking and investment houses for the
rehabilitation of NORLC and its underlying companies.Z2

Despite the efforts of local bankers and businessmen,
like Hugh McCloskey, the rehabilitation of NORLC and its
underlying companies never really took place. In effect, the
so-called rehabilitation allowed investment bankers to con-
solidate their hold on the utility industry in New Orleans
and the South. In 1908 the Philadelphia f£irm of Bertron,
Griscom and Company (reportedly with the aid of loans from
the Standard 0il Company) began acquiring the capital stock
of NORLC. (Bertron, Grison also purchased a sizeable portion

of the Consumer's Electric Company, the only remaining inde-

Z2%New Orleans ltem, September 26, 1911, February 16, 29,
1912, February 21, 1918, April 13, 1919; New Orleans Daily
States, November 11, 1913.
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pendent utility in New Orleans.)2® By 1911, Bertron, Griscom
(now Bertron, Griscom and Jenks), through its holding com-
pany, American Cities Company (ACC) had acquired through
purchase eighty-eight percent of the preferred and ninety-
seven percent of the common stock of NORLC. With its
holdings in NORLC, ACC mortgaged the underlying companies
and NOGLC, draining them of their earnings and compelling
NORLC to borrow additional funds to meet its "fixed" obliga-
tions to its stockholders, namely, the American Cities Com-
pany. With the dividends it received from NORLC, ACC pur-
chased control of utility companies in Birmingham, Houston,
Knoxville, Little Rock, and Memphis.Z27

The success of ACC in consolidating its holdings and
managing its properties naturally attracted the attention
and interest of larger, more resourceful companies. Near the

end of 1912, two large holding companies, International

26Reclassification, 37; New Orleans ltem, February 14,
16, 1912, November 16, 1913, February 19, 1918, April 13,
1919; New Orleans Daily States, February 19, 1918. In 1903
several New Orleans businessmen, among them Maurice J. Hart,
a former councilman with interests in several streetcar com-
panies, and former mayor, John Fitzpatrick, formed the Con-
sumer's Electric Company. The company faltered under the
competitive advantages of NORLC, and in 1908 filled for
bankruptcy. The courts appointed Samuel Insull as the re-
ceiver for Consumer's. Insull attracted investment for out-
side the city and reorganized the company under the name
Consumer's Electric Light and Power Company. The CEL&PC be-
came part of NOPSI in 1926.

27American Cities hoped to exchange its stock for the
stock of NORLC, but the offer was complex and unsatisfactory
to the owners of NORLC. New Orleans Item, December 12, 13,
1911, February 29, 1912, February 19, 1918, April 13, 1919;
New Orleans Daily States, February 19, 1918.
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Water Power Company of London (IWPCL) and United Gas and
Electric Corporation (UGEC) began efforts to control ACC and
all its underlying companies, including NORLC. The IWPCL, as
its name implies, sought to develop and p?omote the use of
hydroelectric power in the United States, particularly in
the southern states with their great supply of water and
their even greater need for electric power. Though IWPCL
hoped@ to generate thousands of hours of hydroelectric power,
it had no large and reliable network of buyers for its
power. The purchase of ACC would, of course, resolve that
problem.=®

United Gas and Electric already controlled several
utility companies in the northeastern United States and
wanted to contxol more. In the summer of 1912, Bertron,
Griscom and Jenks, in need of more capital for its utility
ventures, agreed to a merger of its Susquehana Railway,
Light and Power Company, a holding company that held the se-
curities of Consumer's Electric Light Company, and United
Gas and Electric Company. The merger would allow Bertron,
Griscom and Jenks to "rehabilitate®™ its holdings and for the
new company, United Gas and Electric Corporation, to absorb
ACC. The interests of IWPCL complicated the rehabilitation
and absorption of ACC. IWPCL purchased one-third of the com-

mon stock of ACC and held an option on the remaining stock.

Z8New Orleans Item, November 15, 19, 1912, August 12, 16,
20, 31, 19%13; New Orleans Daily Picayune, November 19, 1912.
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IWPCL declined to exercise its option, and was content with
its position as a "limited partner". UGEC eventually absorb-
ed American Cities, gaining control of an immense network of
public utilities, including those operated by NORLC.Z2®

The public and fulsome promises of monopolization, like
the promises of consolidation, were never fulfilled. Monopo-
lization did not further the financial and physical rehabil-
itation of NORLC and its constituent companies or improve
services and lower costs or restore public confidence in the
public utility industry.®? To the contrary, monopolization
accomplished none of those ends. The financial excesses and
corporate arrangements of monopolization saddled NORLC with
an exorbitant debt (reported to be $72,000,000), a debilita-~-
ting set of obligations, and a "foreign" ownership that de-
prived the New Orleans public service companies of the reve-

nues needed to underwrite the costs of improving service.

29Reclassification, 38; New Orleans Daily Picayune,
Augqust 9, 1913; New Orleans Item, August 23, 1912, August
11, 20, November 16, 1913. The franchise of the Consumer's
Electric Company prevented its sale or transfer to any com-
petitive company. Since ACC owned and operated NORLC, it
could not purchase Consumer's Electric. Bertron, Griscom and
Jenks had Susquehana Railway, Light and Power purchase Con-
sumer's Electric, bringing all utility companies in New Or-
leans under the control and eventual management of a single
corporation.

?°%In 1916, ACC and UGEC consented to the consolidation
NORLC with its underlying companies. In essence, the plan
allowed NORLC to assume actual ownership of the operating
companies. Officials for NORLC and ACC explained that the
new arrangement merely allowed NORLC to better manage its
properties, replacing an informal business arrangement with
a formal and structured arrangement. Borg v. NOCRC 244 FR
617-21; New Orleans Item, March 17, April 22, May 22, 23,
July 19, November 26, 1916.

of
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Under the monopoly enjoyed by NORLC, the quality of public
service deteriorated and the cost of service increased, an-
tagonizing an already skeptical public and galvanizing it
and the municipal government to the threat monopoly posed

to public service and to local self-government.>1

In September of 1911, the Consumer's Electric Light and
Power Company, without the knowledge or consent of the city
council or any other civil authority, raised its rates for
electric lighting and power by an average of seventy-five
percent. When local merchants and manufacturers complained
about the unexpected and, in their view, unwarranted in-
creases, Consumer's Electric, confident of its position,
threatened to discontinue service until customers agreed to
the new rates. Several merchants and manufacturers contacted
NORLC about electric light and power service, but NORLC, os-
tensibly the principal competitor of Consumer's Electric,

denied service to the businessmen, compelling them to sub-

*1Testimony of Jacob K. Newman, Proceedings of the Feder-—

al Electric Railway Commission, vol.l, 566; New Orleans
Item, November 11, 1913, June 14, 25, 1914; Fairclough,

"Public Utilities,™ 46, 53. The Behrman and McShane adminis-
trations consistently disputed claims by NORLC that its
valuation exceeded $72 million. City officials placed the
actual investment and value of NORLC at $45 million. For a
more detailed account of the valuation issue, see Chapters
Five, S8ix, and Ten. For the decline in service, see the
numerous letters written to the Commissioner of Public Util-
ities in Petitions and Coorespondence, Department of Public
Utilities, vols. 1 and 2, CA, NOPL. See also John F. C.
Waldo to Moore June 30, 1910, vol.5 CAQ, CA, NOPL and Moore
to Thompson, January 6, 1913, vol.6 ibid.
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mit to the rate increases imposed on them by Consumer's
Electric. Angered by the actions and tactics of the two
power companies, individual merchants and the Merchants and
Manufacturers Exchange complained about the quality and cost
0f electric service to the Progressive Union, an association
of businessmen, professionals, and civic leaders.>=

Appearing before the Board of Directors for the Pro-
gressive Union, the protesters accused the utility companies
of conspiring to drive up their prices in willful violation
of the terms of their franchises and in total disregard for
the best interests of their customers and the welfare of the
city. There was, they arqued, no justification for raising
the electric rates; the costs of production had remained
steady for some time, NORLC and Consumer's Electric already
enjoyed "virtual monopolies" in New Orleans, and rates in
New Orleans were already higher than in other cities of com-
parable size and population. The terms of the franchises
prohibited them from increasing rates without the consent of
the city government, and that consent surely required the

good will of the people of New Orleans. Finally, the pro-

?ZNew Orleans lItem, September 8, 13, 15, October 30,
November 3, 1911, February 16, 1912. The Progressive Union
was, like so many other business and professional associa-
tions, quite active in the civic and "political" affairs of
the city, though the Progressive Union was careful to avoid
partisan politics. In 1913 the Progressive Union reorganized
as the Association of Commerce, and, though its membership
and leadership remained unchanged, it became an opponent of
the Behrman administration. See New Orleans Item, December
14, 1911 and May 4, June 26, 1913.
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gress and well-being of the city depended upon the public
services provided by the utility companies. High rates for
basic services did not promote the expansion of services or
the improvement of existing ones. The first priority of the
public service companies, then, was service, and only by
meeting the demands for quality service would the utility
companies prosper. (Neither the board nor the merchants
seemed anxious to offer a specific reason why Consumer's
Electric and NORLC were compelled to raise their rates.>>
And no one questioned the "authority"™ of the Progressive
Union to behave like the city government in investigating
accusations against the utility companies.)

The utility companies denied allegations that they had
conspired to raise rates and they asserted that there was
precedent—-and justification—--for raising rates without the
consent of customers and the local civil authority. Hugh
McCloskey, the president of NORLC and chairman of its board
of directors, insisted that NORLC and Consumer's Electric
were competitors, intent on providing service to their cus-
tomers and producing a profit for their stockholders. But
neither NORLC nor Consumer's Electric could continue provid-

ing service or producing profit without an increase in the

227t was apparent to most observers and critics of the
untilities industry in New Orleans that the financial obli-
gations incurred during the reorganization and consolidation
of Consumer's Electric and NORLC forced the increase in
rates for electricity and gas. New Orleans ltem, February
11-14 1912; New Orleans Daily Picayune, February 14, 1912.
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rates charged for electricity. In many ways, McCloskey told
the members of the Progressive Union, unrestained competi-
tion and politics were responsible for the present condi-
tions in the utilities industry in New Orleans. When Con-
summer's Electric began operations, it set its rates below
the cost of production, hoping to entice customers to use
its services rather than those of NORLC. Its tactic failed,
and Consumer's Electric petitioned the federal courts for
relief. The federal district court in New Orleans granted a
rate increase to Consumer's Electric which placed its rates
still below those of NORLC. Political pressure from the
Board of Trade and the commerical exchanges for a system of
"uniform®" rates and fees, forced NORLC to reduce its rates
for electric service. Because of the loss of revenue,
brought on by unwitting competition and unremitting public
pressure, McCloskey said, NORLC was forced to postpone im-
provements and expansion to meet current needs. With the de-
mand for more and better service increasing, McCloskey con-
tended, neither the city nor the utility companies could
survive with rates that impaired service and undermined in-
vestment. Service, McCloskey remarked, was secondary to in-

vestment; there could be no service without the unqualified
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protection of investment and profit.=>*

Neither the merchants nor the utility companies offered
any specific evidence about electric rates and sexrvice, and
the Progressive Union declined to express an opinion or to
pass Jjudgment on the matter. The Progressive Union was con-
cerned, however, with the quality and cost of electric ser-
vice in New Orleans and it instructed its Municipal Affairs
Committee (MAC), chaired by music store impresario Philip
Werlein, to make a careful study of service in New Orleans
and to compare it with service and costs in other major
cities in the region and the nation. Werlein promised to
conduct a thorough and judicious investigation, affording
every one a fair and considered hearing and providing the
MAC with the time and evidence to complete its study and to
make sound recommendations.?®*®

The Werlein committee, however, was thorough and judi-

cious to a fault. The committee met infreguently and always

34New Orleans Item, November 3, 8, 9, 12, 1911.
McCloskey's rendition is at variance with the public record.
Consumer's Electric petitioned the federal court to initi-
ate a rate increase for electric service. When the court
approved the increase for Consumer's Electric, NORLC raised
its rates without petitioning the courts or the council. In-
stead, NORLC sought the "approval®™ of the Board of Trade.
Despite its objection to the increases for service, the city
administration was unable prevent the increases. Later,
though, the Behrman adminsitration learned that Consumer's
Electric had overcharged customers and the mayor and council
ordered a refund. Consumer's Electric eventually reduced its
rates.See New Orleans ltem, November 1, 1910, April 26,
1912, April 15, 1913, November 16, 1914.

*3New Orleans lItem, October 30, November 3, 1911.
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behind closed doors. The pace and conduct of the investiga-
tion aggravated the merchants and manufacturers. Early in -
November they formed the New Orleans Electric Rate Associ-
ation (NOERA) and began their own study. The NOERA did not
conduct an exhaustive study of the utility industry in New
Orleans, but its observations were perceptive and its recom-
mendations sound. The NOERA acknowledged that service and
investment were related, and it conceded that Consumer's
Electric and NORLC were entitled to a reasonable rate in-
crease, ranging between ten and twenty percent. The utility
companies, however, demanded increases of between sixty and
one hundred percent. The explanation for these outrageous
demands, the NOERA explained, was simple. Electric and gas
rates were not based on the cost of service, but on the cost
and demands of investment. The excessive cost of service
was, as the NOERA claimed, imposed "from above™ by the com-
panies that held the securities of NORLC. The regqulation of
the quality, extent, and cost of service, then, depended on
the regulation of the internal workings of the public ser-
vice utilities. Clearly, the NOERA declared, no ad hoc
association of businessmen possessed the authority or the
mandate to regqulate the public utilities industry. That
responsibility, the association believed, fell to either the
state or municipal governments, and it recommended the

creation of a public service commission to regulate the
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public actions of the utility companies and to assure the
well-being of the people of New Orleans.?S®

The NOERA did not suggest, however, that the Progres-
sive Union or the MAC abandon their efforts while waiting
for the state legislature or the city administration to form
a public service commission. The merchants and manufacturers
recommended that the Progressive Union and the NOERA conduct
a joint investigation of the electric rates in New Orleans,
hoping to wrest some immediate concessions and relief from
NORLC and Consumer's Electric. The NOERA also suggested that
the two associations commission a professional survey of the
entire utility business in New Orleans as evidence of the
need for a public service commission in New Orleans.>37

The businessmen who formed the Progressive Union were,
on the whole, skeptical about the municipal regqulation of
the utility industry in New Orleans. 1In general businessmen
were anxious to impose stability and oxrder on the corporate
and financial practices of NORLC and its competitors, but
they were reluctant to invest such power in a "politicized"
public authority 1like the Behrman administration. They

recognized that high utility rates and marginal service

?8New Orleans iItem, November 3, 8, 9, 11, 12, 1911, Feb-
ruary 22, 1912. Werlein defended his methodical approach to
the regulation of rates, claiming that it was his belief,
impressed upon him by the officers of NORLC, that a reduc-
tion in the rates for commerical users would result in a
rate increase for domestic customers.

?7New Orleans Item, November 11, 12, December 14, 15,
1911, February 22, 1912.
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placed the city at a "competitive disadvantage™ in attract-
ing new businesses and jobs to New Orleans, jeopardizing the
"growth and development™ of the city and diminishing the
quality of 1life of its citizens. Convinced that the manage-
ment of NORLC and Consumer's Electric shared their appreci-
ation of the "public good," the leaders of the Progressive
Union suggested that NORLC and Consumer's Electric reduce
their rates to the levels before the "recent adjustment®".>®

The Progressive Union, however, expressed no desire to
question the financial policies or the business practices of
NORLC and its parent companies, or to acknowledge the rela-
tionship between service and investment, or to recommend the
creation of a public service commission for New Orleans. The
majority of the men who formed and led the Progressive Union
possessed many of the same beliefs, interests, and dislikes
as the men who managed NORLC and Consumer's Electric. Un-
doubtedly, many of these men considered regulation an evil
necessity that confirmed the rights of private property and
assured property a dominant voice in the public discourse.
When Hugh McCloskey announced that the rights of the stock-
holders were his principal concern and that service to the
city was secondary to that concern, no one in the Progres-
sive Union challenged him or his statement. When, in early

1912, NORLC “"adjusted" its rates for commercial and indus-

?8New Orleans Item, November 11, December 14-16, 1911,
February 22, April 10, 1912; Schott, "John M. Parker," 112-
15, especially footnote 46, 114-15.



