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In view of the frequency with which, judging from reports in the press, demands are being
voiced in the country districts and resolutions are being adopted by pnblic meetings in favour of
the proposal that there shall be a * flut rate ” for electricity all over the State, it seems very
important that the Government, and the public, should be made acquainted with the views of this
Commission upon this matter. If a correct view of these proposals be not taken there is grave
danger that the high hopes which hme been centred in the Morwell Scheme will be falsified, and
that the scheme will be asked to perform the impossible.

I.-THE NATURE OF THE AGITATION.

This demand is probably fonnded upon the perfectly honest belief that such an arrangement
is feasible and practicable ; that it needs but to be adopted us a policy to be capable of application ;
and that it will be beneficial to the State as a whole, and to the country districts in particular.
It is imagined that a uniform price for electricity will reduce the cost throughont the and, that it
will encourage the establishment of factorics and industries in rural centres, and that i1t will
therefore act as a decentralizing agent by drawing the industrial population from the cities

We propose to show that, however well-meaning such a propaganda, the principle of a
flat rate is impossible of realization, and, even if it were possible, that it would speedily lead to
the entire ruin of the State Electricity Se -heme, that the net result would be a set-back to mmstead
of an assistance to the industries of the State, that it is false in principle, that it really involves an
attempt to securc beuefits to a few at the expense ol the many, and that it 1s, from a business
point of view, fundamentally unsound.

The case for the flat rate proposal is, doubtless, capable of being presented in a plausible
manner. It can be represented us a measure of an equitable and demoeratic character, under
which all are treated alike, and the country will bencfit equally with the city, thus hmmatmg
the natural disadvantages, 1o trade and industry, of distance from the seaboard, from the larger
markets, and from the sources of raw materials. It is a case, also, capable of grotesque exaggeration,
even if the suggested basic princip’'e were to be grantcd as feasible and desirable. It may,
therefore, help to dispel much misunderstanding if 1t is shown that an attempt to apply the principle
of a flat rate would operate to the very serious disadvantage of the whole State, but primarily of
the whole of Gippsland, and indeed of all territories which lie nearer to the Morwell source of supply
than any other texrritory further removed.

I1.—SOME ARGUMENTS TO BE MET.

Among the arguments which have gained currency, the following are examples :~It is
sald that the whole of the people of the State are finding the money for the Morwell Scheme, and,
vherefore, that the wlole of the people should benefit on equal terms ; that the great deposits of
brown coal which this State posscsses are the common property of all, and that, therefore, all the
electricity generated from it should be available to all at the sane ffat price ; that the manufacturer
or householder established in Bendigo, or Ballarat, or Warrnambool, or even in Serviceton or
Mildurs is entitled to buy his electricity for the same price as the resident in Melbourne, or in the
Gippsland centres, as at Warragul, or even at Morwell itself : and that without such an equality
of treatment throughout the State, the effect of clicapening the cost of electricity to the consumer
in Melbourne would be to draw still more population away from the country and lead to a greater
centralization of industry.

III.—THE TRUE BASIS OF CHARGES FOR ELECTRIC SUPPLY.

An attempt mnst first be made to understand what the advocates of a ** flat rate” are really
aiming at ; in fact, what they mean by the term.  Electricity is usually retailed to the public by
the unt. C‘on%quonthr the ordinary eiizen is apt to think that clectric energy is a commodity
which can be equitably sold at a fixed price for a stated measure or quantity. Such a belief
is general, but is fundamentally wrong. This misconception is_due to a neglect to realize that
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electricity cannot be economically stored, and that it must be generated at the very instant at
which it is sold, contrary to all other products of commerce which can he manufactured at
convenient times and held f{or subsequent sale. Hence, for every customner, plant must be
available in the generating station to meet his largest rate of consumption at any one time during
the 24 hours ; that is, to meet his “ maximum demand.”

This may be made clearer by comparing two extreme cases. In the first case, consider
a customer whose average rate of consumption iz one kilowatt, but who requires during one hour
daily a supply at the rate of 20 kilowatts (that is, a customer whose load factor is 5 per cent.),
Here the supplier must always hold available at the generating station for this particular customer
20 kilowatts of generating plant, transformers, transmission plant, &c., which can ouly earn
one-twentieth of the revenue of which it is capable.

In contrast to this, consider a customer engaged, say, in the chemical industry, whose
maximum demand is also 20 kilowatts, but whose consumption is at the rate of 20 lilowatts
for the whole 24 hours (that is, a customosr whose loal factoris 10) por cent.).  Iu this case the
20 klowatts of plant 1s continuously earning at its full capacity.

The above is only an indication of the first and fundamental difficulty in fairly adjusting
electric rates. The complete problem is much more complicated, involving many other
considerations, and it may be fairly claimed that only those who have made a special study of the
subject can follow out clearly to their logical conclusion the many considerations involved in the
equitable adjustment of such rates.

The commparison applies with equal force between a residential area containing a group of
consumers of electricity for lighting purposes during the evening hours, and with a correspondingly
low load factor ; and an industrial area containing a group of users of electricity for power purposes
with a correspondingly high load factor.

It would be clearly inequitable and nnworkable to apply the principle of a “ flat rate ”
to both of two customers whose needs are so widely at variance, or indeed to all the gradations of
use which lie between the extrenmie cases which have been described. To apply a * flat rate ”
per unit supplied would entirely reverse the equities of the case, and would bring about the
anomalons result that the customer with the high load factor would be paying much more than
the cost of giving him a supply, while the customer with the low load factor would be paying
much less than such cost.

IV.-HOW ELECTRIC TARIFFS ARE FRAMED.

The true method of calculating clectric taris 15 based upon the principle of asking each
customer to pay in exact accordance with the total cost of giving him the particular supply which
he requires. It has regard not merely to the total number of units recorded by his meter, but
also to the character of the supply, and the relationship which his “ average " demand bears
to his “ maximum " demand ; m other words, to his load factor. The application of a “flat
rate 7 doctrine, in the sense of a uniform price to all for each and every unit consumed, would
entirely destroy the possibility of diseriminating between customers with due regard for
the actual services rendered to each. It would involve the absurdity that the best customer
would receive the worst treatment, while the indifferent customer would receive the best. Far
from having put these two customers on equal terms, the better customer will have been penalized
to the advantage of the iunferior customer.

It is notorious that, in all electric undeitakings, the electricity sold for lighting purposes
is charged at rates two to three times as much as that sold for power purposes. This is not, as
some imagine, because a different or cheaper kind of electricity serves the latter purpose than
the former, but mainly for the reasons already given, that the power consumer, because of the
nature of his consumption, provides a load factor which is several times hetter than that provided
by the lighting consumer.

In a large community such as Melbourne, and omitting specially large private consumers,
it is admittedly usual to base the retail charge of electricity ior different purposes upon a uniform
charge per unit as measured by the meter; but this is specially arranged for two reasons, the first
being that simplicity is desirable in the rendering of periodical accounts, and the second that
there is no wide variation in the nature of the utilization by a customer of any one group from
the average of all similar customers comprising that particular group. Thus, all householders
conveniently form a single group. Their average load factor is calculated, and all customers
in that group are charged one and the same average price computed from the basic tariff with
due regard to that average load factor. That is, however, a very different thing from a “ flat
rate ” as advocated for the whole of Victoria, and can be applied only to a partienlar gronp m
a single, limited community where all are approximately similarly situated as regards both
conditions of supply and conditions of use.
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Very different, however, is the transaction in the case of a bulk supply, by which is meant
either an usually large supply to 2 single consumer, or a supply to a distributing authority such
as a municipal council or a private corporation. In such a case, the payment to be made is based
on a tarift which prowdm for two separate charges ; firstly, an annual payment for each kilowatt
of “ maximum demand,” being by way of rental to recoup the generating authonty for the capital
expended in holding that amount of plant at all times at this particular customer’s disposal ; and,
secondly, a much smaller payment per unit actually consumed, being by way of paying for the
costs in wages and fuel incurred in the actual process of electric gencration. Such a tariff is
concelved upon the idea of requiring each separate bulk customer to pay in exact accordance with
the value of the services vendered o him. 1t 1s the very negation ol a ** flat rate,” if that term is
used in the sense here being discussed.  'T'o apply a ** flat rate ” in any such sense would, therefore,
uproot the whole system upon which Electrical Eeonomies are based, and would immediately lead
to such an enhancement i the cost of electrical energy for power purposes as to compel its
abandoniment in favour of the direct use of steam.

Such is the case against the application of a * flat rate ”’ of this nature, even in a single
community like Melbourne. 'The case is infinitely stronger against the proposal to apply such a
flat rate over an extensive territory like the State of Victoria. 'The consequences of such a policy
would be even more uisastlous but as the main arguments agdinst such a course apply also
to the impracticability of a ° “flat rate * in its more rational sense of a °* uniform tarifi * over the
whole State, in which sense the proposal will be discussed below, it is not necessary to anticipate
those arguments liere,

V.--THE DEMAND FOR A ¢« UNIFORM TARIFF.”

There is no question that the majority of the advocates for a flat rate use that term in the
very sense and intent that has been above assumed. They do really aim at a uniform price, all
over the State, for each unit of electric energy supplied, regardless of location or conditions of
use, or all the other factors which really determine the matter. When, however, it is pointed
out that such an arraagement would inevitably destroy the very interests which it is intended to
serve, there are some who are prepared to admit that what is aimed at is not a uniform or flat
rate per unit of energy, but a uniform tarift for hulk supply applicable throughout the whole
State, nupon which the retail rates per unit to be chiarged can be calculated with due regard to the
varying load factors of the different communities apd individual consumers., This is really a very
far-reaching admission ; but, if by “ Hat rate ”” they are to be taken to mean a uniform tariff
applicable everywhere in h(,torla then the case against such a proposal is very much stronger,
and for far more weighty reasons than any which have yet been referred to. The proposal in
the sense first used can be disposed of on the ground that it 1s impracticable ; when put forward
in its more restricted, but more rational, sense it must be attacked as a pollc-y. Because 1t is
perhaps more practicable of being attempted it 1s on that account more dangerous. It will be
dealt with, therefore, on the grounds of public policy, and it will be shown that any attempt to
apply it will mean the irretrievable rnin of the Morwell Scheme.

VI.—THE COMPETITORS OF THE MORWELL SCHEME.

One clementary consideration is to be botne in mind at the outset, and all the time. The
Morwell Schemte will net and cannot have a monopoly of the electric supply of the State. Tt is a
scheme which nmwust justify its existence by its own nerits. It must be able to survive, in the open
market, against all competitors hoth as to quality and price. These competitors are many, both
in character and numhber. Tlis applies to all the various uses of electricity, whether for lighting,
for heating, for metallurgical processes, for {raction, or for driving machinery. Gas is a powerful
competitor 1n the domain of lighting ; furnaces can orly be electrically fired if the eurrent can be
supplied very cheaply indecd; there is 1o great margin between the power cost of a steam plant
and of electric motors; while, in the field of cooking and domestic heating, firewood, gas, and steam
have so far held their own againsl electricity at the prices for which it can Dbe sold to-day.
Indeed, mn all (11re( tions, electric 1’r‘* has to fight conumercially for its adoption and for the extension
of its use.  Its greater convendence and cleanliness w ould carry little weight, unless the price
were right. 1t has gaived a footing because it can, under suitable conditions as to fuel resources
and location, be supplied at prices cheaper than other methods. 1t is because the Morwell Scheme
Liolds a promise of a still furtlier reduction of prices that a more intense competition against gas
and coal and steam can be hoped for in the future, bringing about a more widely dispersed and a
greater use of electricity than heretofore. A lowering of price 1s, however, an essential condition of
the success of the scheme.

But the Morwell Scheme has competitors not merely in gas, steam, and fuel. 1t has powerful
rivals i its own domain of electricity. The power-honses associated with the Morwell Scheme
will not be the only ones in the State, nor is the possibility of other new power-honses, owned by
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municipalities or by private concerns, to be excluded. The margin between the generating cost
of the Morwell Scheme and that of such other large existing power-houses as those at Newport,
Richmond, Spencer-street, or Geelong (to name ounly a few) is not so great that liberties dare be
taken with the finances of the scheme of a nature which will artificially raise the cost of generation
or distribution or both. In plain words, two conditions are essential to the success of the scheme
and to its ability to compete successfully against the various rivals which have been mentioned.
The first is that capital and operating costs must be kept down to the lowest possible limit, and
the second is that the revenue from the sale ol its products must be sufficient to cover those costs.
The doctrine of a “ flat rate ™ is destructive of both these conditions. Any attempt to apply it
would lead infallibly to the failure of the schenie to compete commercially against other power-
houses as well as against gas and steam.

Shortly put, the question will necessarily arise, in regard to every community in the State,
whether such community can be better and more cheaply served by electricity transmitted from
Morwell or by a generating station situated in the locality, and having no connexion at all with
the Morwell Scheme. There are many factors bearing on this question. It is necessary to dwell
briefly upon some of them, in order to make clear that any attempt to apply a uniform tarifi
throughout Victoria would directly lead to making it a cheaper and better proposition for any
particular district to establish a local generating station than to base the supply upon the distant
Morwell Power-house. In order to supply electricity to any given locality it must be first
“ generated 7 in a power-house, and then “ transmitted ” by conductors or wires to the place
where it is to be used. Two considerations govern the matter. Of the total delivered cost of
electricity, the cost of transmitiing it is always a substantial proportion, often much the greater
proportion. The greater the length of transmission, the more will the cost of transmission tend to
overshadow the cost of generation. The best illustration of this is the Morwell Scheme itself, in
which it will be found that the cost of the energy delivered at the Metropolitan sub-stations is
just about double the cost of producing it at the Morwell Power-house, under equal
“load factor ” and other conditions. To deliver the same electricity, under the same conditions,
at Geelong, or Ballarat, or Bendigo, would further substantially increase the cost ; and the range
of delivery has only to be pushed out far enough towards the limits of the State to make the
delivered cost several times greater than the cost of its production at Morwell. It will be readily
seen that it will, under some conditions as to distance, be cheaper to generate electricity at the
place where it is to be used than to transmit it to that place from a distant power-house.

VI._THE NATURE OF THE MARKET.

There is another consideration which has an important bearing upon the delivered cost
of electricity. This is the nature of the market to be supplied, as to quantity and as to load factor.
It is cheaper to serve a large community than a small one.  The better the load factor, the lower will
be the delivered cost per unit. An industrial area is cheaper to supply than a residential area.
Where the market is velatively small and the load factor is relatively small, the balance
swings more decidedly in favour of local generation as against transmission from a distance.

Works of transmission consist of towers, or poles, conductors, insulators, transforming
sub-stations and switching gear ; land is also required to be bought, or easements to be acquired.
The provision of all these essentials means capital expenditure ranging from a few hundred pounds
to one or more thousand pounds per mile of transnussion, according to the size of the population
to be served. The cost of these works, and the cost of maintaining and operating them, is necessarily
a charge upon the resultant delivered cost of the electricity carried. It is a charge superadded
to the origimal cost of generation at the power-house, or to the delivered cost at the starting point
of the new transmission line. There is a rough analogy between the carriage of electricity and
the carriage of merchandise. The longer the haulage the greater the delivered cost. But whereas
in the case of most commodities, the freight charge is seldom a serious increment to the delivered
cost, yet in the case of electricity, as has been stated, that portion of the cost which is due to the
cost of transmission steadily grows as compared with the original cost of generation.

VIII.—THE EFFECT OF A ¢« UNIFORM TARIFF.”

With these preliminary explanations, the effect upon the finances of a great e'ectricity
scheme of attempting to apply a uniform tariff over a whole State can be examined, and the
consequences realized. In what follows lies the crux of the matter.

When the Morwell Scheine has been completed as far as, say, Melbourne, the tariff for the
Melbourne bulk consumer can be definitely fixed. It consists, as has been explained, of an annual
charge per kilowatt of maximum demand, designed to pay the interest and sinking fund upon the
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capital expended, and all fixed and constant charges incurred in installing and maintaning tha
portion of the scheme reguired to supply his maximum demend—a charge which is entirely
independent of the amount of electricity (incasured in kilotwatt-hours or units) actually purchased ;
and also of a “unit” charge designed to pay for the actnal cost of operation, covering wages,
salaries, fuel and stores, which latter charge ig made upon the actual deliveries effecied, as shown
on the consumer’s meter.

If now, transmission lines and corollary works are demanded and constructed from Melbourne
to Geelong, Ballarat, Bendigo and Benalla, costing in the sggregate, say, another million pounds
sterling, the annual charges upon this extra expenditure, amounting to, say, £100,000 per annuwn,
will have to be met. The rational business methed of raising 1his additional annual revenue 1s,
of course, to divide it up among all the consumers in the additional terriiory so served, in proportion
to the actual use made by them of the additional works. That is to say, the tariff applicable to
delivery in Melbourne must new be re-caleulated 1o order o include the additional burden of
£100,000 per annum imemrred in order 10 carry electricity 1o the provincial centres named.  The
tariffs so re-calenlated, according lo the circumstances of eacl separate case, are the proper and
equitable tarifis to be charged al {hnse centres, representing as they do the actual cost of maling
the supply available.

But those who are advocating the * flat vate ” intervene to say that this is all wrong, and
that the tariff to be enforced at Ballarat, Bendigo, and clsewhere should be the same identical
tariff as that charged, or to be charged, to the Melbourne consumer ! What would be the inevitable
finaneial result 2 Either that the additional revenue requived to pay for the worlks of transmission
could not be raised at all, in which case the scheme would have {o eperaie to that extent at a dead
loss, only to be made goorl out of the State coflers, or that the tariff ior Melbourne would have to
be revised and raised in order to bring in such additional revemue,

A rejoinder niay Lere be anticipated to the effect that, of comrse, the provineial cities named
would bear their fair share of such micreased teriff.  But, unfortunately for sneh an argument,
the whole consnuption of clectricity of all those provineial cities put together would not in the
aggregate amount at present to more than a tenth part of the consumption of Melbourne alone, so
that the effect of cuch a revised ™ uniforin  taritf would throw upon the shoulders of the Melbourne
consumer nine-tenths of the added cost, while the country towns to be benefited would hear only
onc-tenth.  Thus Ballarat, Bendigo, Geelong. and Benalla, and all mtervening towns, would be
obtaining their electric supply at a price which is less than the cost of providing i, while the loss
would be made up out of tle pockets of the Melbonrne corsumers, who won'd be called upon to
pay more than the cost of supply and, in the aggregate, much more than their fair share of such
an arbitrary burden. .

Next let it be supposed that still further extensions we called lor to Colae, Camperdown,
and Warrnambeoi, to Ararat and Stawell, to Kaglehawlk and Febuea, to Wongaratta and Wodonga,
ivolving, sav, anotier million ov so of eapital expendituie. Whe is {0 bear the coct of this extra
investment 7 Net solely the districts to be g0 benelited, according 1o the supporters of the ™ flat
rate,” but also all tlie places previously served.  For the additional anuual revenue to be collected
niust be found and can only be [urnished by the whole of the consumers, old and new. collectively.
The tariff must once again be vevised end 1aised, but with this slight diffcrence that the added
burden will no longer fall solely upon the Melbourne corcumer, but must oleo be borne (though
in a smaller proporticn), by the country centres alicady wreviouelv served.  Thus the fiat rate
arguinent will remai very atlractive to the restdent, say. oi Bendiro only so Jong as it is a question
of takimg money out ol the pockel of the Meibourne wanuicivrer in order that Dendige may get
its supply more cheaply. But it will not be quire so atiractive a doctrine to such a man when
used by the resident of Echuca in order 1o get luis supply cheapdv st the expense of
Bendigo.

The anomalous and chaotic consequences would not, however, stop there. When once
the principle of a flat rate is accepted, 1t follows that cvery villoge and hamlet thronghout the
State, and indeed every mndividual farmer cr restdent will demand, end will be entitled to demand,
a supply of electricity at the uniform rate applicable to =il tiie dwellers of the Htate.  There would
be a clamonr for the extension of the transmission schienic to every part ol the State, to a canning
factory here, to a small group of setilers there, even to the iselated larmhouse and the hackblocks
boundary rider. 1f it is true that the electric service is the common property of ail at a uniform
price, how can the supply of it be logically denied to eacl and every mhabitant of the State who
is prepared to pay that price ¢ Tle consequences have onlv to be regarded for a moment 1o
enable it to be pereeived how rumous would he the result.  As cach new extension is made, the
flat rate would have to be revised and raised to cover the increased annual charges ; and so the
price of electricity would climb and climb all over the Mtate, until its cost Decame prohibitive
to all, :
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IX.—HOW THE FINANCES WOULD BE AFFECTED.

The capital cost of the Morwell Schene, in its present stage of development, will probably
approach three million pounds sterling. For that investment, the cost of delivering energy to
Melbourne wili be such that the scheme can successtfully compete agalust the existing large power-
houses in the metropolis. But if the metropolitan mariet is called upon to carry the burden
of an additional million pounds capital to be invested in country transmission schemes, it is certain
that Morwell electricity will have a hard struggle to compete commercially with existing power-
houses. If, in course of time, still further nullions of capital burdens are imposed upon the
Morwell Schenie by the continued extensions of transmissionschemes into the remoter and less
populous rural districts, it is equally certain that the schenie will loge all its customers, and that
those who cannot, because of the limited output, buy electricity from the existing power-houses
will prefer to use gag and steam or to put in planis ol their own.

It must not be forgotten that, at the present tinie, a number of large factories possess their
own generating plants upon their own premises.  There iz nothing to prevent many other factories
which have as vet no electric plants {from retaining their present steam plants or from installing
new generating plants of their own-- nothing, that is to say, except the expectation that the State
Scheme will be able to give them a cheaper supply. If, however, the cost of the Morwell
electricity is artificial'y raised in the mauner proposed, it follows, as a certain consequence, that
all large manufacturers will prefer to put in their own private plants, thereby depriving the
State Scheme of its best and most profitable customers, reducing the average load factor, and
further increasing the cost of the service.

Thus the adoption of the fat rate proposal spells the doom of the Morwell Scheme, and, if
such a proposal were to he passed into law, the Government would be well advised to stop further
expenditure at Morwell, to cut 1ts losses, and to sell such machinery as it has bought to the best
advantage to existing eleetric undertakings throughout the State or elsewhere.

The matter 13 too vitally important to permit of anyshing but plam speaking. 1t 1s
justifiable even to risk tedious reiteration of the cssendial cousiderations. ‘ihe Morwell Scheme
18 a good scheme [or the Metropolis, because it can, on its present Dasis, compete with every
possible alternative for Metropolitan supply. [t 18 ulso a good schewe for the country districts,
provided that it 1s litnited to the more important and populous comnimnities, and provided that those
communities each pay fairlv in accordance with tlie cost of serving them ; because the scheme can,
even after exacting such fair charges, compete witiy every possible alternative in those particular
country centres. But if the scheme is to be used to varry for the benefit of the minority artificial
and unnatural burdeus, the only result will Le to destroy its value to the Metropolis without in
the least really helping the country.

X.—GTHER CONSEQUENCES.

The proposal for a flat rate bears a territorial aspeet also, Inesniuch as it appears to set the
interests of tle country agatnst those of the city. But what of all the country situated within
more easy reach of the Morwell power-house than Melbourne?  Is it seriously mtended that the
mannfacturer who decides to ecstablish himsell at Morwell, or anvwhere along the Gippsland
Railway, is to pay the same price for his clectricity as his colleague at Warrnambool, or Stawell,
or Maryborough ¢  What would become ol the prophetic vision ol a Gippsland throbbing with
population and industry ? Is that part of the State to be robhed of its hnthright of proxinnty
to these Lrown coal deposits ¢ Must all the paticnt endesvonr to secure the developruent of these
resources have the unhappy result of discouraging the establzhment of industry in that territory
As well might Bendigo and Ballarat ask {or {ree railway transport from Melbourne and Geelong
merely becanse these latder eittes have the advantage of Leing seaports.  1f the position be rightly
understood by thens, it is inconceivable that the vesidents of Fastern, or Western, or Southern
Gippsland, or of the Mornington Peninsula, or of the Yiurra River Basin, or of the Metropolis itselt
and its environs —amounting in the aggregate to three-fourths of the population of the State —
would support a principle calculated to work such ruin to their hopes. It is even inconceivable
that the citizens of Ballarat and Bendigo, for example, would support that principle if they reabized
that it would inevitably lead to additional burdens upon then, in order to snpply electricity at
less than cost to those other districts lying heyond those cities and still further removed from
Morwell.

Only broad consequences have been so far touched upon, There are many serious results
of minor consequence which would also [ollow. One of these may be here referred to. [f the
tariff is to be uniform all over the State, it follows necessarily that it must be revised from year
to year in the divection of progressive increase as the capital burdens of extending transmission
schemes mount ever higher and higher. Now it is customary and necessary to make contracts
for bulk supply of electricity for many years ahead, so that retail distributors may know how they
stand, and can arrange their finances. How would it be possible to make such contracts if the



7

cost of supply were ever ou the increase, and the cost a few years lhence were an unknown
quantity ¢ On the contrary, the whole Tabric of the Dusiness of electric supply, which is the
result of many vears of evolution, would he undermincd, and would cramble in tuin.  Scarcely
less deplorable would be the situation of the individual maunfacturer who would not he able to
forceast the size of his power bill more than a few months ahead. The manniacturer requires
stability of price no less than stability of supply.

XI.—SO0ME ARGUMENTS EXAMINED.

There vemain to be examined some of the arguments that heve been publiely voiced in
support of the flat rate proposal. It is true that the money required for the Morwell Selienie is being
borrowed upon the credit of the people of the State as a whole, but it is not true that the money
o applied is used by the people of the State as a whole, or that they will have to bear the interest
burden upon it, or the task of 1ep,1y]ng it. The scheme is coneeived on business lines, as a normal
commercial undertaking, which has to pay its own way out of itz own revenues. Those revenues
are collected, not from the people of the State as a whole, but only from the pelsons who buy and
pay for electricity. Those persons form in the aggregate only moderate percentage of the whole
population. Tt is the consumer of clectricity, and he alone, who has to pay for the scheme, and for
the sinking fund which will extinguish the debt incurred. The non-consumer has no direct interest
in the matter, bears no burdens, and runs no risks.

It may be admitted that the brown coal deposits of the State, unique in quantity, quality,
and accessibility, belong to the pecple of the State as a whole. But 1s that a rational argument
for claiming thiat every person in the State 1s entitled to procure that coal for one uniform price,
no matter where it may have to be delivered to him ? The coal, when won, and loaded into railway
trucks at Morwell, 1s available for every purchaser throughout the State at a uniform rate of so
much per ton, to cover the hare cost of obtaining it and placingit there. Butisthereany argument
in favour of the proposition that the Government should carry that coal by rail and road to any
part of the State, and deliver it at one uniform rate per ton irrespective of the distance over
which it has Dbad to be hauled? Can it he seriously thonght possible to sell ecal or
briguettes at the saine price at Servieeton as at Sale, at Mildura as at Morwell, or at
Warracknabeal ag at Warragul ¢ What, indeed, would he fhought of the business sanity of a man
who claimed that, because the railways of the State belong to the people, thercfore every person
was entitled to take a a journey of any length he pleased at a uniform fare, or to transport his goods
for any distance he pleased at a uniform flat freight rate 2 What would Lhe resident of Morwell
say if he were required 1o pay, per ton of coal, the same rate as had to be charged to the purchaser
at Warrnambool 7 Would not any attempt to extort such a charge from him wevitably lead to
his using firewood, which he would he able to purchase mueh more chea,p]} ?

The analogy to electric supply is here complete. For there is no difference, either in
prineiple or in practice in the proposal to sell electricity at a flot rate than to sell coal at a flag
rate. It is almost as easy and cheap to carry coal by train from Morwell to Ballarat or Bendigo
and use it there to generate electricity as it 18 to gencrate the electricity at Morwell and transmit
it to Ballarat or Bendigo. In more remiote and smaller country centres it would indeed be cheaper

=]
to carry the coal than to carry the electricity.

But, it is said, we already have a fiat rate for electricity all over the metropolitan area, and
have therefore acccpted tlie principle of a nniform tantff. In the first place, this is not correct,
for there i1s not only wide disparits in charges hetween the different districts of the Metropolis,
but also there is considerable diseringnation, fonnded on sound business reasons, hetween dlﬁelent
consumers and groups of consumers in o2e and the same district.  But even if it were true of such a
comparatively restricted area covering a hundred square miles or so of dense population that, as a
matter of expedlenov or convenience and not as o matter of principle, chalxres to all consumners of
electricity are uniform, that woull be no argument for ox‘r.mlwng such a pmlcqp]e to a whole State
covering tens ol thousands ol square niiles. “nach of which is spargely peopled.

Again, it has leen said, we have the example of water supply where the charge is uniforim.
This also is not correct, either of city rapply or of urban or irrigation water supply.  Rach scheme
has its own charges, strictly related to the actual cost of its own service, and it Is only among
the consumers served by 1m’ particular scheme that the charges are approxinately uniform. The
charges under different schemes, differ rently located snd circumstanced, bear no relation to each
other. If water supply charges are to be guoted as a proper precedent for a uniform electric
tariff all over the State, it would be necessary 1 order to male the precedent valid to show
that if, for the sake of argunent, the Mclbourne water supply could be and had to be extended
by a pipe line to Bcudrgo, or vice veisd, it would be fair and proper and husiness-hke to charge the
sanle rates for both hranches of the scheme. Such a precedents, however, does not exist, and
therefore is not available in support of the contention.
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XII.—THE PLEA FOR DECENTRALIZATION.

There remains to meation the argiment that the Moswell Scheme will have the effect of
farther centralizing mdnstey i the Metvopolis to the diradvantage of the country districts, 1t is
difficult to sece how this proi)mltlon can be seriously evtectrmed.  The factors which determine
the location of most industiies depend far imore npon proxmmity to raw materisls, or labour supply,
or markets, or ports, than upon the cost of powsr. 111 the case ol those few 111(111bt jes where the
cost of power is & doniinating consideration, the etfect of the Morwell Schome will be to attract such
mdustries to the viety of the Morwell Powar- hodae, o 111[ therefore away from rather than into the
Metropolis.  If the proposition can be : nup bed so far as 1t applics to (astlemaine or Bendigo
or Ballarat, it cerfainly canngé be true of the greater ])(111, of ppsland, where the conditions of
supply to Luge users will be far more favorable than it Melbowrne.  But, in go far us 1t may really
he true of the wmore 1'0}110*5& prnvincial centres named, that i sarely 1o reagou why the expansion
of industry i Melborune sheuld be prohibited by infiated power costs, merely in order that these
other centres should be served ab vates much below the true cost of the service

It is open to very serious question, however, whether the northern and western country
districts will really be disadvantaged, as again.t the Metropolis, by the coming into operation
of the Morwell Schome. It ught} used, and soundly financed, fransnussion of clectricity can,
in due course, be made to pay ab rates which will be relatively of nnch greater advantage to the
cuuntl} digtricts than to M\,lbourne The savings in the power Lill of the individual factory in the

Metropeolis will 104 be formidable as against the use of steam or gas for POWeT, OT eVverL as against

present prices of electricity. {‘he adve ;11;:10 e of tlie seheme lie much more in the 2 aggregate saving
n & very large nuraber of fac 1301] talien (ojler i\'o]y, in the greater amonnt and greater reliability
of the m])pl of electrteity, and in the mdependence which it will give to industry from the

necessity to (le-peuJ o1 inported (.Uu] On the other hand, the xavings in the power hill of individual
factories af Beudigo or Ballarat, at Jwst wnd fadr rates for transmitted electricity, will be very
appreciable indeed. The countruf Ltun owner sbands o gam in price, relatively, mueh more
than his Melbourne conlrérve ; he ulw Becomes ailied to o viarimoth schenie of supply, having umple
reserves of power and low overhead (]L;l'ges, pistead of to small local generstmg schemes.  1fe also
gains in reliabilisy of supph’ and, if he has heretofore wsed a steam plant, he saves most of the
heavy cost of railing coal from the seaboard. 16 is iin no way correct to sy, therefore, that the
Morwe!l Scheme will have 2 centralizing -:1 Hienee, st there are many good reasons for believing
that 16 will have exactly the opposite ciier

Tn this conutry of legisiative and econcmic experiments, it may not be convineing to some
to say that no precedent can be foand anywhere i the world for the application of the principle
of a uniform rate for electrieaty all over a tert itory so large as the State of Vietoria.  This 1s never-
theless the indist)ut ibie fact, and, as Vietoria is young i elocurie developrent, its people may 1ot
be averse from drawing a conclusion and a lesson from the practice of older countries, in which
the application of electrical cconomics has reached a high standard.

XIII,—A BETTER ALTERNATIVE,

The final and conclusive argument against the flat rate proposal 1s that the objective for
whicl it has been conceived can he achieved i quite another manner, and on lines which, far from
involving fatal injury to the Morwell Scheme, “witl assist it, and at the same time prowde for
substantial rate concessiouns to the conntry districts.  This can be done without infringing sound
economic or financial principles. The particular wethods which are possible to such an end,
and the reasons i suppott of them, 1¢ would he premature to discuss in detail, for the reason t]ut
they will (ou stless form the subject of a])e;i;xl l';rbl:ution which the Government has definitely
foreshadowed, but the details of which ¢ ve stil vnder diseussion.  Sullice 16 t0 3 lly that the method
is based upon @ system of temporary subsidies Lo these trausiiission schemes whick hold a pronuse
of hecoming selfi-supporting iv tle conrse of a decade ur %o, 1n order to make good the annual loss
durtig their non-paying l)euod of devefopment. Sueh subsidies, wstead ol being borne almost
wholly and exclusiv (‘1\ L\ thie Metropoiilan users of elestricity, as the fiat rate advocates in effect
desice, will be borne in an e(iul‘mhle proporcion by the people of the State as a whole, by the
tervitory to be henefited, and by the nsees of electiicity thronghout the State.  Such a proposal,
even if not ideal, is worlable and just, and contains no threat of injury or destruction to the grea
electricity scheme on which the State has embarked,
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